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Mane eountries belleve that tie proposed quotas are ine
adequate for thelr needs,

China has pressed the view that her quota must te the fourth
mliﬂlwu#h.ﬂltjnlhm. This woold pro=

ylmlun:ﬁorwom mi Pranee bas said
ber :bm or Inclis takes the view
t as the largest exporting and fmporting country in the Var
her quota should bde lapger than that of China, Australia
said that she esnnot aspume the obligmtions of membership
sss assured & guote of #3500 miliion, England supports the
thet tie guota of all small countries should be praised » in
particuler, that guotas under #150 million 2 hould be doubled.

Tre Amerdesr tecimical advl ops have regarded tre determing=
of quotas as fundamentsalily sn objegtive matters ouoctss
be bDased on & formula that recognizes a country's abill
3 use of the Vumd, and

Mmﬂzw»arm it is to
sot aside 10 per oent ih-wt-qmtu( md to
hmﬂm‘mm'ﬂuon » based on the forsmie,
ars 1y inequitable.

The prineipal interests of the United States In quotas
hmﬂu‘i’!@hum: 02

(n) Agzregate quotas shonld not de above (&b billion
as & paxipmme If an objeective foarmula results in
te guobas of $8e6 billion, it 1s better to
on $he formula tha: to out arbitrerily the
quotas of sme countries.

(b) The quots of t'a nited Htates sho:ld be about .
biilion, and under "o circumstonces more than ¢ 76

{e) Ths gquots of te United Kingdom and the Urown eolonies
should not be more than £1.5 billion, and the total
British Bmpire must be loss than the
S au at Farme

.
ecy. Morgentha

.




(@) Russis should have the third and China the fourth
largest quotas,

The appertiomment of guotas among other countries
is & mattor that ean safely e left to them within
the framewcyk of the prineiples stated above, We
gshould, of cowree, see that the latin American
ﬂmﬁ!n are gven faly treatment on quotas.

2. 0old Subserdption

sgveral countries, includ Russia, wish to hawe
& on of 50 per cent the regquired geld

subso on of countries that have suffered sube
stantia

required

(o)

damage by onemy astion or oceupation,

The subseription to tie Fund is 26 per cent
of a eountyry's wmrmuzumumormu
dollar bdalanges, whichever is less, lMussia hes e pressod the
view that as & coumntyy that has suffered moat geverely from

zﬂmm:oth'ﬂ'huhmhsm millilion on the
tasis of the formmls, France has taken a similar position, Its
gold holdings are » but they will be depleted rapidly in

As wo 1d de expected, the cccupied gountries all 'old these
views, although not so v pushed by thom as by Fusaie and
Pranee. On the other iand, holds that destruction by
oa-L;othn may be less t than e detorioration in a
countyry's inteynational economic 1 ~gltion regulting from the ware
foreign e e s motiar of I hametun S sl

r
nstional aceounts will Do more @iffieult than for some of the
oceupied countyies. If any coneession on the yequired gold sube
soription is given to other eountries, England insists that the
same concession be given to bher,

The attitude of tie Amorican tecinical advisera has been

that there a8 some basis for a redustion in the required geoleé
ion of oceupled comtriss, and to some extent for

#ngland, In the view of the techmical advisers, thls concessimn
is much less impoptant than the oceupled countyies believe, Tie
ability of a countyy twomo foreign exchan:o from the FPund
with local ewreney wi its quota is reduged precisely to
the seme extent as ite gold subserdption is reduced, The K gree




1éings plus the unused iou of its quota the Pundy
same, al the amant available to the souli=
trv vithin the fipst two or years (fro= its omm
and fyoau the Mumd) i v greater with a redue in

Regently, Russia 'ms suggosted that ths reduction ts
quired subscription bs graduated, the countriss with the
greatent %M a reduction of 50 pereent (Russia)

ing & m&a recuctions in 26

eon = in uﬂnﬁ:. nhtt;:dn-pa:.l‘n::l. Ir‘ :
reduction ;u-: _ und form shoul
exceed 26 peroent 'CL ﬂd subseription, \
I .
i

99 UK, wishes te have gold subseription based on
not holdings of cfgomum gold ko
a

:r in part by pold _
Englard bis expressed the view thut official hold
x-ﬂdomn:‘.mt ‘a mnr-:td;:um;
b 4] ™ ¥
o e T R )
pa there is an ol on to Portugal to redeem certaln
aterling balances in gold wi five years after the war. There _
is also an | nt:mvﬂﬂduhlimghplgubh 3
evaer about 5 millien rﬁ om such specifis e
tions, there are r:#;nr ing balanges (held
Vels ionals and Seiss ‘onals) whiech ean be co verted

inte follars or Jwiss franes, and sterling balances held by Iran
and guarantoed against deprecistion in terms of gold. i

mm.mm.nwaum
that certal offsets can be legitimstel mod, This is
particularly tie osae if the gold obligation of the debtor stune
try is re as & gold asset by the creditor country and is
ineluded its gold rwldings., Any rule on offsets should e
uniforaly in erder to assure tiat the gold heldings
exclufed by ene country are inecluded by another. The American
tecimical advisers have ou several cccasions asked far & specify
mmsmmmmmuummanﬂauam—-
and the Justiffcation in emeh cuse. Wo specifie claims have
m&m.mm westion will have to be given furt’
cons tion after the tisgh exparts arrive,

%
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4. Eesziysmized solf

Fussia bellieves that the reguirement to rap rehase

loeal owrrengy with geld should rot apply So newlye
mined pold, ’

The Jolirt Statement on the Imternational Honetary Mund proe
vides that member cowmtries mast repurchase thelr looal ourrency
with one<half of the ireresss in thelir gold holdings. The
fussians have stated that this provision should not apyly to
nﬂiy-duegmmmhpuumthnlﬂtotnm
amnmwpmmammmmmm“pn-
reserves of othery countries, The American technical acvisers
have taken the view timt the purpose of the Fund s to provide
aid in mai~taining exchange stabllity for countries tiat have ine

te gold and exchange resourees, The fact that a &
inerease, oven if it is newiyemined gold, is
t it is in & position to 1o from the Fund the loeal

holdings excoss of 75 percent of its guotas

the Fussians have propesed that the requiree
local currenoy with gold should net apply ;
five years to newlyemine: in countries
in substantial damage., Susch &
would ca only to Rusais and the Phu.l’r.
v important gou-runah&nmhhﬂ occeupied in
e

n part the , possible to allow _
w&""-ﬂ:w‘ éwring a moderate period
on the tint she has boen unable %

i
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up because of t!e complete conversion of '

China, Czechoslovakia, Wethorlands and several
othey cceupled coumntpies favor & more flexible provisiom
for the alteration of exchange rates, In partieular
thev favor setting exchange r:tes provisionally at i& 2
tize of the of the Fund, leaving definitive
pates for subsequent dete tione

The problem of determining initial exchange rates is a very
aifricult ones It 15 the view of the Americar technical advisers
that agreement on emch of 44 individual exchange rates would t»

anew the exchange rates of most countrles, For the United Sta
the Latin smeriecan republics, and trs Rpitish Empire countries, t
probability is streng that provaliling exchange rates are in faot




on the satisfactory nature of tie exchange rates are scuntries
by the enemy. The Americ:n teshmiecal
reogommend that initial rates of exchange be based on

So far as coneerns changes in exchange rates, no speclial
provision should be made for occupled sountyries, particulerly
as 1t may be possible to delay the determination of definitive
rates for a fow months, However, in pass upen requests for
ad justmont 1n exchange rates the Pund g take into gonsidera=
tion the wneertaintiss of the postevar period and sho 14 give a
change in exchange rates the benefit of

Russia wishes to reserve power to change her exchange
rate without the a i of the Pund since she
holds that her exchange rate has no effect on inter-
national trenssctims,

The Russian experts have taken the view thet deca se Russia
anmhmdlummrom rate is not of ai
to other countries, Mu rts are priced in terms of fore
oign exchange ard are sold for exchangs in world markets,
Russian imports are purchased in foreign markets in terms of fore
elgn c‘n? and is made i foreign exchan;®, The Fussian
rate

xchange aeco to the hnancgru 2 matter of
;ntoml b‘%n. does not alfect t on.u:iml economie

-

for the and that are not
affected by the ruble «rmﬂ. It may well be that the
ruble exchange rate is t only as & matter of internal
bookkeeplinge

It is nevertheless the opinion of t'e Americar teeimieal
advisers that it is not feasible to exempt Fusaia from the requiree
ment that change in the ruble exchange rate must be subject
to approval b- the Fund in precisely the same way as for every
other comtry. If, in fect, the Nussian exahange rsate does not
affect the international economic position of fussia and othwy




countrion, it may be presumed that the Fund will take the view

that no haym 1s done in permitting a change in the ruble rates

xtb:ll:. of mo.mh ide that a change in the

™ exchange ra bntbo‘ir- prposes, a8 :

distinguished frem intemational transac 1m‘a. is porsidble withe
in the terms of the Fund, This, the American advisers
mmumm&ctn-m"ummmu
m:nhtammmmoumnum
-

7s Quotas and Voting Power

geveral countries object to the close relationshilp bee
tween quotas and vo power, HRussia beileves that,
in determining power, other conaiderations than
those entering inte determination of quotas should
be considered,

The fussians have taken the position that in determining
ntingzanrtn the Pund consideration sho:ld be given to the
intarnational respansiblility of tie ”ﬁ: In particular, they
feol that the Uni States, England, fussia, and Chira should

esch have at least of the asgregate voting power
regardless of thelir .

The position of t!e Amerioan techmical advisers has been
that it is not feasibles to separate voting «p from quotas.
cowtries thet eontribute ths rescurces to the Fund nmst have

rosponaibility in the t of the Fund amm{‘:n
:w-ﬁwhm ‘ ¥hile 1t oay e pessi

give Fussis nearly tem pergent of the votes (it should
have ten parcent of gate gquotas) 1t 1a not possible
to make ion for giv other cowmtrv sither ao large
Y en of the guotas or the votes. It is probable
that the Russian tecimical men will not the point so My

as China is concerned. They may inaist that Fussia hove addie
tional votes sufficlient to raise its proportion of the total

voting power te ten pergent,
8e Executive Committes
UJE,. wishes voting power in the executive committes

to bo in the erder of import:nce of the cowmtriss
tut not necessarily very eleosely relsted te thelse

quotas.

it ms been & that voiing power in the Exeeutive Oume
‘mittee as well as the Boaprd of Direotors should be clesely
relsted to guotas, There ic some dirferense of opinion
the American techmical advisers and the British experts on the

most & u“ottp!wﬁnlmwm”rtnm'
Rxecutive Steo., The "ritish experts have proposed that
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there be 100 votes in the Exesoutive Committee of which 25
be assigned to the Mmited Statass, 20 to the United

Suwch an arrangsrent would result In giving the mited
Kingdom, Russia, cm:-kl:dn-amom*a greater voting power
in the ¥xegutive Commi than their relative quotas. The
Ameriecan technical advisors recommend that the 5 permanent
meubera of the “xecutive Cormittee (US, UK, Fussia, Chimm,
and Ppancg) oach onst the number of wvotes to which they are
entitied on the basis of thelyr quotas, and that the 6 elected
mummumammmn-mmm
are Sucl an arrangement would give the United States
approximately 26 pereent of tho votes, United Kingdom 14 »
fassia 10 percent, Chind and Frange sach 6 nty and tiw 6
elected directors about & pereent each of a sregate votes.
Ve have had no expression of opinion from the Unglish e

9 Limit on the votes of one countyy
wth Belgium elieve that no member

country should be pormitted to have mere than 20 op
25 pergent of the agsregate votes,

The Australians are disturbed to seo & preo=
of Ameriean power tie Fund, They mve
taken the view that no countyy should have a dominant voice
12 the determination of polioy, and that tiw provision on voting

wMMhuﬁcwtmuw tely
poreent of the total, In they foel that no
eountyry should have h vo to veto any of the

Fund, The Belgian view somewhat similar to Austrullien

t h perhaps not so extreme, The e lvan view 18 not so much
. imitetion on the voting power of any one ¢o »

as a desire to see the maller countries perticipate more ful

iz the declisions of the Pund, The Nexlcans feel that

matters to be considered by the Fund involve guestions

sovere and that small comntries huve interests srd

rosponsibliities no less than large countries,

The American technical advisers feel that 1t is not
desirable in prineipal to limilt the votes of a eountr+ in
cornoeticon with an Lnternstiora. organization in whien arge
resourees are subseribed in different proportions. Ther bee
lieve t:ut the U.8, must have sufficient votes to male sure
that quotas emnot be ghanged i a mammer detrizental to oup
interests and that no amendment to the Pund proposal can be
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lesa votes

and a limitation on the
have this effects
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ven to the
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in sowe of the sotions
4ean

iderable merit in tie posit
_ tion should bde
Americun technical mivisers

Recognl
int
fion

the

combination of debtopr

while there is no likelilwed of a
econtrol of the Pund

gtion %o the
sose of the

» that

gof with a few countries, ine
lesa

serious odje

ly Australis, will take &

cluding ¥ngland, who has ralsed ne
-'vht-.
gountries, end particular
against this provision.

This gquestion has been dlsenn»
It 18 expected, nevertis

strong position

smaller




i1, Pressure on Creditor Cowntries
Many eountries believe tiat more pressure should be
upon ereditor countries, wiose cw rencles have

declared in soarce supply, to secw e an appro-
priate balasnce of pavmentss

A mumber of countries led by Australia, but not without scwue
surport from Canada and England, take the vier that disequilibrium
ir tie intermational balarce of payments is ar much the responsie
bllity of the ereditor countries as of Lhé debtor countries.

. The @ifficulty in such a contention, even if admitted, is
hﬂm.z.]ohmotmmmsm on the grediter
countries. Amarican technical advisers bellieve that the Fund
sho. 14 b0 in & position to make recommendaticns to sny membder :
oountiy, whathor eroditor or & debtor, on internatioral economie
recossary for the restoration of equilibrium in the
 of peymentse

In tte mature of » tio sotlion Lt aken by the Mund cannot
r"rllllmm ereditors,s !ebtor cou tries must

¢ to the Pund for the purelmse of foreign exchar e with whigh
to meet thelir adverse balange of s. mier the cliroune
tanees, the Furd 1s in & position sa7 to such comtyries that

: 11 £ exchange only if steps are taken to correct
tu-ln::c‘l their accounts, and only on terms and eone
ditions t safeguard tio interests of tie Fund, Creditor coun-
trieos are ot in the position of applying to the Fund for the

'.‘ _uthm:nnlumummmh:um. -
,.Iu.mu.. 8 reasona polic
countpies t anm the maintensnee of i:ternational

p countries belleve that 1f penalties are aprlied
to debtor countyiss us the Fund, penalties shovld
also be applied to ereditor countries.

The objeotive of theae ties 18 to provide a
cdeterrert on countries excessive use of the Fund's ree
sourges for unressonable s of time, Penalties will be
graduated asccording to the amount of the local currency holdings
of tha Fund an’ the peried of time durd: g which the Fund holdg
sugh eurrency. penalty would rise from approximstely 1

-m:t-hCa- pereent per annum, when the Fund

% of loeal currency for periods of 3 or 4 years,
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» of the American tecimica&l advisers, such

are essential to induge countries to maie use

's rescurces in moderation and forr as ghort &
Ponalties, of ecourse, would terminate

possible,

as & countyy repurchased ite loea! curreney from the

Canadians take the view thet 1f such penal
on dobtor countries, then e reditor

gold

iais

B~

1iltrium should also te
other countries.

There is ne dowbt that this position will
e %

rosponsible for

m:‘.
advisers

.&mwmm

or the partial sube

he sutseriptions

i
i

mm tecinical advigsers mve put this

the ex

g

question to
apnoars
]

tim nited Nations wit: whom they have discussed

e of
proposals

L4
-

the case of Polivia, there




