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UESTIONS ON TE STABILISATIOCI FUN~D

(Submitted by Sir Frederick Phlllips and
1r. 4iedvers Opie)

1. 7lhat is the technique contemplated to control capital
movements? The Clearing Union provides for the submission of
all exchan ;e transactions to prior scrutiny b, an authority which
1isthe only legal source and repository of' foreign exchange,
Operations on current account would take place freely under
seneral licence but a complete record would be available to
ensure adequate control of capital moveuntrs. Does the Stab-
ilisation Fund likewise contemplate a scrutiny of all exchange
transactions and a monopoly of foreign exchane deallnjs?

2. ,I"h't kind of action is it contemplated would be
reco.lmended under II (6) to a country whose currenc ?as in
scarce supply?

3Are the provisions for drawinr on the resources of the
Fund (II (3)) independent of the proportion of the "quota con-
trlbutions" that has been called up?

Is it a&sumed that the maximum facilities that the Fund
can 1Jpt &t the disposal of the members is e'4ual to half the sum
of the maximum pei'mlssiblc net acquisitions by the Fund of the
currency of tthe respective countri-s, which after two years would
or 200 of the -muotas nd th r<fore at lisat 05 billion?

4. Are Unit&s merely a conveniint unit of account or xould
the Stabils:ation r'und crtote Unitas in usinj the resources of
thc P

It ':ould apr r that, while in the Cltaring Union quotas
represent ; clain to overdraw on int rnational account aind
therefore bancor wouljd b cr ated, in the Stabillsation Fund
quotas revresint a r'ight to -rchias~: currconclts of oth-r mmbinbrs
and th;oufor'c do not r :ljuirc th, cr'ation of Unltnas.

If juctas aire to bu diractli proportional to the holding
of' §old &nd foe.Ign cxchangu, would not tihis givc" most facilitt s
to ithose lmbeLrs ntcdng tii::v 1Iast and vice vcrsa?

Is Stabilisatlon Fund I (5) intcndad, aftr the initial
subscription hais bc>n made, to cmpov'srr the Board to call up
quotas of membebrs " .c are poor In gold and forcign exc}bangc
exclusivei2 in local curruncy or securitis?

,. ~ Is it not a wuakncss of the Stabillsatlon Fund that it
provides for no 4 uasi-automitic incrcas, in quotas to facilitstc
the financing of an incruasin3 volume of international trade
and that a rcvision of quotts in ithe aggrtstc as providd in
Stabiisatlen Fund I (6) is lift untIrely to the discretion of
the Boa:d?
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7. Is tv ie tabilisatinn Fund ntended to provide for intr-
nltacn>1 cx )n.ion or 2roectlcn &nd xchange ,which is one of
ti:e o iectvI stated in Article VII of the !utual Aid A;reement?
if' so, whicrh ?rycvi nims a- !nt(nded to achieve the p':rpost?

Similar, is It indt.nded to introiuce measures for con trolling
thC trZde cycle?

F, <It1 If ar thde objectIv,~s it r. quiring that a proportion
ci tih contributl ns to the quotta2 b made in ,old?

ocult the Stabilisation Fund contribute in any way
to t•e /liiwntcnanc¢ of a markt t for sold? in particular,
doas Ii (t) ly to nutly rIined sold?

10. hat grounds ,r tiher for bcllIving tnhat aicti n
under StabILiseatlon Fund II (6) and (7) woulld b% a&dejuits
to pPwv_nt an imbirrrassing~ short-,> of 'Jarticulrar currencios?
T,?Id it not b, advisa bli to amund II (o), li n 2, to P bad
baforc instoead of aftrl, ctc.

II. Is !creon by cred tor countrl.s t$o corricct rntir-
nvte-noi disyuilibrIfum contn: le1ttd unitr th. Etablilsation
Fund sclh i2 :s undpr thb 1 UIn nion?

12. n xinx' t -it of' O xchan - 1$ it int ndd that
the };: jorit 3tof thi Fnoru shn'l1 i ta i-:t witl ach
corlntr or i t or. Y ch cnunt:.y ;nll<t rally?

15j. >Kiit I no i b, c v slbl to P fr to tabnormtl
,'Oat b>L rnC< '.n i! (j) inst .a cI ,locd balainc s in crdr

to av: ii v h an inc.ntlv. to d ,cdlr- balanc;_s block di?

1.. fIs th.1 in t nil-e f I (l1) to .sslst a country with
ts t :1 I $ pro 1 lems a, if to, why should tin>

!uncis of b tsbi l s: t©on FunJ b rised for this purpose?

t5. Do s tiU $tubl stti on Frunt dJib rat 1by xlciud<
~clti : t;s to> coui borption wvIth othlr interLmatlonal bodius?

16. ,m rt is it pronDosd to do vith currmnci s of non-
mn mbbr countri aItur sixtv dr<3 ?

17. ix th r> not I dan; r thL.t t he prVOpDose d voting
powars ¶s rt Aglv ar st:to ti t r ellc s ai. fmXximusm of 25 p r
cdnt of tih total veOcL li'b rum v to ov.r I'1I sirgnific nt
d _clscns vitihout s ivi i it >osltiv, pow ' and rf,2pons-
lbillt corr' soendin_ to Lhis -nsa tiv. V o.,>rO?



SIMILAAIIT!S Y72LX "'? Ci"AAi!O U1ijo1 AND TTT
S TABILISATION FUND.

(Submitted by Sir Frederick Phillips and
Mr. Redvers Opie)

14 Both schemes aim at stability of excheanse rates vita-
out intcrference by exchanse control i.th payments on current
account. Beot schemes assume that capital transfers will be
subject to special control.

2Both face the lifficulty that after the war fe:
countrit s will have the .old and exchange reserves necessary
if' the are tc malIntain bp, their own resources stability of
exchanse rates while perm!tt ng freedom of transfer on
current account; or will be able to secure unaided the credits
in foreign currencies which are the cnlz atternative to
reserves of their own.

Beta meet tht difficulty by an arrangement by wh!ch

(a) All the balances, favourable and adverse, of a
country ::ith other countries arc brou"ht into a sin1le
account with an internattonal clearing agency or pool, so
that favcurable balances can bc set against unfavourable
and a net balance in te relations of the countr; 'ith all
othe r ccuntril s established: and

(b) Crld tov countries are no IonScr required to
hold particular currnclis but ar jivtcn a claim on other
clorrcincls i I cnf !itl at f:lx~c rat's of cch

it. Th - ri cha nism by wthich effect i& Siven to this
arrandemnrirtn Is dSf~runt is tdif tve c:ass. i. The Stabliisation
Fund c., at s a pocol of gold sra cuLrrncies to vhich each con-
tributs and cn 'h ch each crn draw; thu Claring Union
registezrs net cla]!iis of iach country or. oth rs in an Intir-
nrbtlcnal unit of account, thereby stbsst/tuti ng claims on the
Union Exprossed in the 'ntrnatin al unit for claims on
countrius exortssed in national curri ncis. But th e
dl•f rtnces art less tahn apprbcrs at ftirst siht.

5. Both limit th, facilities thip olf r to minib r stat-s
to tcmporary short-te rm assistanct. They do so (a) by limit-
ing rights (whetitr to bv, nat onal currencies from the
Stabilisation Fund or to incur debit balances with the Cilar-
lng Union) bl rclcrancc to quotas, based on an assssment
(on a comoin basis) of needs; (b) by imposing conditions
dirccted to compelling nmnebers to correct any <ersistcnt
disi- sulibrium in thcir rlotiotns with the, p st of thu mcmbcr-
ship, .vyn before they hav; uxhnustid th. tr quota.

6. In both schcm~s the offrctivv limit to facilities is
sat by the aggr' gate of quotas. In the Stabilisation Fund
this amounts to norc than the contributions to the Fund
Its,lf. Ordinriy th, "deficincy1 ' mmb~rs will be able
to drv. :nora th-n th; i£ su scription bic use thct "surplus"
ii-A rzs will ivw ls , and also ther e r provisions for

l1>oi ;.nntitng thi Fund in >nvr tl or its Supply of particul1rL
curw lne l s by borroiin,, or by additional c<112. On th, othir



r Ln t tl IvrijitS by crd lnI mL.rs ith balancs, is just
L f i' c',tiv L-1 lrn!]t d in procticO b, thLix ~,;t Lt, of juotas
.1.... br'Et t J determlned by facts Lhat bclong to the Y-ast
/ti volume of' )ast trade); although the existence of the
ri"cn rMay have nfluenced the volunime of trade, at any moment

of da&,ion the Urnon :s 1 lil ted byl fi ;ure of it, regate
1u~ofs ','Laicn it cannot change.

7 * The establishment of quotas is thereiore the basic
pactiicai consideration in puLtiny either scheme into
effect. The form of the scheme is iargely a !attc r of
political exoed1ency.


