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UMOmIunul FCR THS SEG3ZARI

Qaestione at issue a the run

1. 9aeta
Many eontrdais, !i: _... . .s. , - GM ."-- believe that the propeed

quotas ae inadequate for their needs.

tbins hai pressd the ·vie that her quota mst be the fourth

largest as a roeoition of her role in the war. This would probablJ

wlzre a quota of ma'e than 450 t lbol,3.

atd importing coumtry In the Far East her quota should be larger than

that of faN. Aimtralil ha said that she cannot asmen the obligatiam

of mebership iiess assured a quota of $300 illion. England ppw to

the view that the quota of ll small countries should be raised - in

particular, that qotan under V150 tion tiould be doubled.

The American technical advistersa have regarded the d-termtnatio

of quotas as fuunlamental an objective mttar. Quotas mnst be basea

on a formua that recogftses a country's abilit to abscibs to the

Tund, her need for use of the Fund, and te responsibility that St <

be given to her in the manage]ant of the mund. The frmla proposed

by the American tecnical advisers takes account of rational income,



gold and dlla bhol<angs foreigp trade, fluctuati ans in pxrets, and the

importance of foreign trade in national Incom. Because the data of tbh

past are not c.apletely applt able to the future and because intangible

considerations annet be measured by a formula, it is proposed to set

aside 0 per cent of the aggregate quotas ($800 millon) to be apportioned

among countries whee quots, based on the foral, are olsealy Inequitable.

-. ------ -tft t%4 -

The primipal Interests of the United States in q,.tas w be

su risaed briefly s follows A,.
(a) Aggregate quotas should not be smib aboe *blli±

If an objeotive for'lw, results in aggregate quotas of

fA htkN6vzmi-.rI billiona, it is better to depadt an

the foa'is than to cut arbitrarily the quotas of sme

oountries.

(b) The quota of the United States should be about, .25

billion, and under no circumstances mm than 2.75

(c) 'he quaota of the United flngdan an the Cron colonie

should not be mome tha 610 billion, anl the total quotas

of the British pire must be less than the quota of the

Ui'ted States.

(d) Russia should have t thLdrd and China the forth largest

qa.oas



(e) The apportimest of quotas sng oth countries Is

atter tha tan f afef be ldt to them within e

frama of The prinip lea tatetd aboe. We should,

of comreso, aee that the Latitn Amrican Republics are

ien fair treat~t en quotas.

2. Oold Subscitipa

several co.mtries inclu'ng Russia, tih to have a reducotaon of

50 per cent in the reqired gold subscriptio of countries that

have suffered substantial dmage by eanw act a or occupatiMo

The required gold nubscription to the und is 25 percent of a

ounOtryt' quota or 10 prcent of its holdings of gold acd dollar balares,

bwhichever is 1.., Rassia has expressed th view that as a country that

has suiffered mst meerel2 from m&W destruction, it ill have the

greatest need for independent resorce of gold in ameting the teosts of

ILmports for reconatruation. Rcognition of the speoul needs of Russia

shold be given by lldwing a reduction in one-half o hber required gold

subscription to the Funi which would be about $1O million on the basi

of the tfruls. PFrance has taken a similar position. It gold holdings

we largebut the winl be 'eplt d rap±dl4 in meting the cte of Imports

essential to reoonetrutia. The Fren* regard these holdi as already

set auside far the Lmediate pont-war period and feel that her presoent

holdings shaold not be regarded as the proper basis for gold subscription

to toe ?l.

An would be expected, te occuted countries al hold those vi.ew,

although not so strongly pushed by the as by ERusia and Fraes. O
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the othcr hand, ltgld holds that destruction by sW action rmy be

lms iportat thn the detrioration i s :a ountr' internationam

eoonmoac positio resultng frm the wr. Thus, tgluad h last

bl'ons in fwe'gp inveataata ad in ther fwre.gn change eetsa

atd the plrobla of hbalandcg hb intermational acOcomta win be ne

dfficult than for mr of the occupied cmutrli.. If a c oeaesioa

an the required gold esbcriptiAm I. giva to other cotriless, UInad

iaistatsat the "a coneesion be give to her.

Mh attitude of the American technical adviser ha bean that

there is sa basis for · ducto i the required gold subecripti

of occupied ecutris n and to some extent fr 3laS. In te vim.

of the te. cal. advisea, this concestm is :t leas important

than the occupied cowitrie beme. Uhe.ability f a comntry to

prchase fored a epchange fre the Fund with local currency tthit

its quota is reduced predsely to Ue sees extent as its gold eb-

scriptioa is reduced, The aggregate potential echange recourse ec

a country, its gold holdings paw the ased portion f its quota in

the 7u4 realm the sarn, although the mount available to the

country within the first two ar three year (frea its a reourOes

and fr the itnd) is t-orarly greater with a redueton in gold

subscriaptia.



·

Reoe.nt 9 Bss h smuggested that te reduction in te required

gold eubscripten be grauatod, te countries with b tl greatest damge

being in ed · reductona of 50 pWeOat (RuSSa) iad the rest being

sL ed Vrlarig reductin raga g fr 25 peront to 50 prceM of the

required g.,d bsoriptio. hae view em r es ad by Ate Arioa

teehnb al wim ea is that a gradmated redtiao Is net feaibe an

would lad to eDLss oatrrovesy i tiinting reeltive daage am

need. If a reductioa is llowed, it amold be ndifor sad it shet4d

not smed 25 peremat of tb required ubacriptiOe.
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3* official oldinflf of 214.

The UJ. tales to baen pold subsecriptia baed on net

holdin of gold, offsetting their gold holdings in part tW

gold obiastios.

gland bae oxprsed the view that official hodings of gold do not

spreent t? appropiat e basis for detertnning the rsqdn p4o nb-

sclptiom to the Pond. Apilt its bolding of gtld hgl b rtain

liabflit I a3nroaed in gold. t particular, the, I- a Oi tiu to

Porkgap to redeea certain sterliin ba ne in I 34 ottbin fi eArs

aft the ar. Thefre is aleso an obligation to convert Swiss baoin* Into

t4 wahnvert they emceed about 5 a'flion poada. Apart froa ush .p*@ e

f01d ob tSKMW, thern, a"e giaterd sterling ebalan (beld by U.S.

taiale ad Swiss ntioaa ) which can be mconverte into doll or StmM

tams, ad sterling halams held by Irrm rind paenteed agaist deprdra-

tim in tem or goai

The American teehaical aTise are prepasd to "o.gne that rtain

offset e on he lsgLtimte lamd. This is partimUarlY the cuase if the

gold obitin of the debtor i rngrue an a gold asut by th treditor
A

as in inced its old boldlp. Any nrle on offset should be e

fai$iq y applicable in order to nsoun that the gold bodling dd

by g comntry ae included by another. The American taehuial aiers h=am

on seeril oc aiaS askedd for a speific statement frm the British eperts

an wft offset would be claimed and the Justifiotio in each Mae No

apoif±0 .a bea been put tonmad, ard the qumtian will hu tobe

attn ztnin cnsideatio after the British experts rrwiv.
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4. msks fold,
eals believe that the renqrment to epureaRe 20al cur-

reqy tth aid should not appl3 to newly-redd P16,

Thes Jet Statint a the Iatelntional Metary Pad provls that

cember oatr sent repurobhase their local crrenoy with o-half of tUi in-

or"so in their old holdingO. The Raias have stated that this p erovision

should not apply to net y-uined pld because suh gold not ,fwmn a

f&aoba ba neg of payent and si does not fat prs sure a the

gold renerwas of other cmntrin. The Amesa t.ohUIX atmViser have

tken the view that VW purpose of the 1om is to pmlAde aid in t

ezcange stabiity for countries that have liadequate golA an echange r-

oureso. The fact that a contr gold U holdipg inorase, V iM ift I

newr-muined pgd4 is videneo tat it it in a poutlti to reprchase fr tbhe

flnt the local cartency holdings of the Fond in axes. of 75 perents of itt

More reently, the Rasdan have proposed that th. rqui t to n-

purchae local eurreny with gold shoubl nt apply during the firt finve

years to-anwly-mined pld in countries flit eney action ba resulted ia

utantial damage. Such a defitiion woald be applicaba. only to ltexs

and the Philippine Islands, the onIly isportat gold-producing euntries

occupied in whole or in part by the eneay, It aight be posible to allow

Rusis to acutaulato her nwl-e. gold during a mnoderte p4od of two

to three yars oa the theory that she hss been =s to magags in normi

pl.laing perstiona, so that her pold reserve! oal not be built up

beaus of the complete contsion of bUssas indstry to war.
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Belgs, kna Cheobclavakis, Netherlands and e al other

Ocupied coaatries favor a more flebe provtision for tbe alteratice

of cbhmage rtaes. In partieula, they favor settUl ehmge rates

ponniol=1 at the tie of the eatablishmet of the Fit, Xlering

definitivt rate for ubs equat detnVatIiAU

e proble of deteSining Initial exchandfl is a 1ry dItfimult 0mo;

It it the view of the American tecalhal advisers that agreatm c esob of

dividual exchange rates would be an Ipo:sibls task. hrtha oro, thnre

is n aned for considering anew the exhage rates of sat cattas. For

thn iVtMd Sttes, the latin AmerO republies, I tin British Bpir. oan-

tn, the probability is strng that prevailing eahan r are in fact

aropriate. Ti oountrfl in which there i reasonabl e dbit an the sati-

Actor? nature of the exohanwe mt'as gmantriie that ha" been ocapie&

by the *Amy. The "erican technical advisers s recnma d tt initial

rates of exchange be based O the official doXlar rates as of h7 1, 1944,

bat that in those cases thee the hmd or the member ocutry regards the

pxnnlqi rate as inappopriate , & zaw ate gwold be dotid agree-

it betweea the ltmd an the meber c itrYN. No henge tm cttimS

sud : be cw k until a rate hba been deterlid that is aatisfatoir

to a id atd to the ember oomunti.

So far as ormerrs changes in exchange raIt , special paovii should

be wa for occupied countries, partivairlY as it ay be possible to delay

the deterinati of definitive rates for a few months. Hnewr, i Passig

Wm rnqaest r adustment in ezehge rates th Fund sho take into

cnsidenation the umertaintia of the post-war period and should give A

contry rsqcstlng a change in exhange rates the benaefit of reasonable doubt.
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6. aRussias Kxha·ge Rate*

Runssia Ithe to reserven poer to obng, her erchange rate

withou the approval of the Fund sinoe she holds that her

eckhaee rate has no effect an internatonal trEmactUot.

The Rus:ian spert have tke the itr that becas. RuSSa is

a srtate trading octr bar exchange r ate is not of s.g it:fIMone to other

counrino. kusian expcrts are pied in terms o fioreign exchange and

are sold tr foredn sa coange in word markt RhsianD impat, are

purcnsed in tfanip maket in tan of foreign eudange anM pF rmt

is A in foreign emehange. Toe Russian exage rate according to

the R-Bian eperts, is a matter of internal bokkeeping aun do" not

tfect the intentional oenomic relati:onships of RuLsio.

The Amter a technical. experts a"e the opinion tat there I

a good deal of truth in the ontnttion of thbe Russian expets tfat the

i rts and eport. of Russia are deterd.nd a the bass a tonam '

pla Law the .onac and tbat thq are not a&t euf6edfete by

the ruble exchange rate. It nm well be that the ruble exchange rate

Isaea;4a a nxttc of internal bookkeepng.

It is nevertheless the opinio of the Ameoan techncl3. advisers

that it is not feasible to exmpt Russia free the requiremet that atW

ohange in the ruble exchange rate most be subjoet to approval by the F

in prniselyn tbhe m wa a s fe every other countr7 If, in fact, the

Russian exhansg rate does not kfet the interntional econmc positionA

of Russia antd thsr coutriss, it my be preassed that the Fnd Vill tale

thbe view tat no harm is don in peritttng a duango in tbe rubl rate.

It i, of coure noessary to rofL t1at a cbange in the sisma, .r d



exchange rate for internal bockkeeping purposes, e distinguished from

internatiorl trnsactions, is possible tittin the ters of the Put.6 This,

the Aerican technical advises are prepared to resaemd provided the Fun

retain the power to approve or rejeet · proptoed change n the exchange rate

for the ruble

7. Quita and Votint Power

Sveral ontries object to te close relatiouip betwee quotas

and voting peer. Rmsia beliave that, in determining rating

peower, other onsideratian than those entering inte the deter-

adoation of quotus should be cnomidored

The Rueeslae have taken the positton that in dteimaining voting power

in tho Pud c idieratios should be given to the international NesponsibIlIt

et the oountry. Zn particular, the feel that the Mtted tates, !uns,

Rusal, adt hl a sould eat have at least toe percent of the aggregate

voting power regardless of their quote.

The positle of the Anrica tecnical advisers has been that it is

not feaible to separte voting power from quotase Oontries thbt contr, bte

the resouroes to the und nat have responiility in the maUgOent t the

Pead apprcx tey in prportiot to their partptit 0.

ne , 'n$ie it mW be possible to give Russia nearly toa percenat of the

votes (it shoald hawe ten percent of he aggregate qmta) it I lot pos ible

to lmake provsion for Klgnag sy other ooistry either 8o Lrge A proportion

of the quotas or of the votes, It is probably that the basin technical

n wn ill not press the point so £ a s us is ecneAed. Th' Mr Inist

that Rissia have adati omal votes sufficient to raise its proptica eOf

the total voting peor to "tm per oant



8. acutirve C a'itte,

,U. L w"ihes o imlg p in the 0sa1tin conmu.ttee to be in

the arder f i:portance of the cuntries but not nocenasar:L

veY7 clSely related to their quotae.

It has boon greed that voting pmer in to IExecutive Comittee

as ll as in the Board of Directors should he cloaely related to qotas.

There is seme s erece at opinion between the American techtoial ad-

viasre and the British eports on the nmest app riate eam fat apportionng

votinlg pwer in te bxecuntire OC ttee. The British expert. have praped

that there be 100 vrotes In the xnecutive Cottee of which 25 would be

a"signed to the United States, 20 to the United KlWdk, 15 to Moasia,

20 to iChtna 10 to Frae, with 5 vetes allotted to each of tor elected

bears of the heentire Comitte.

auch an arrangemet would resault in giving the United ingdo%

Ruoia, Ghina, ad Framne mal geater voting pewr in t txeutivre Ce-

ritt. than ther relative quotas. The Ajsrioan technical adisers reaasn&

that 5 peranent ambers of the heoutive Cottee (Us, U, Russia, China,

a rance) each cast the number of votes to which they are entitled on the

basis of their quotas, an that 6 at&asurmbeten of the xecutive Comittee

the votes by which they are elected. Such an arrangeant would Lave the

United States approaxistel 26 percent of the votes United Kingdm 1 per-

oent hdawdtes, eRussia I0 percent of*41ow-4ee. China aMd YraUe each 6

percent, and the 6 eleoted trectors about percent of the Ivtes , .

We heve had no expreuon ofat opinion fra the English experts a this pro-

posal ad we are, thereforoe, uncertain how thy til feel
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9. Limit on the votes of one country. Mexico, Australia and

Belgium believe that no member country should be permitted to have more

than 20 or 25 percent of the aggregate votes.

The Australins are particularly disturbed to see a preponderance

of American voting power in the Fund. They have taken the view that no

country should have a doinant voice in the determination of policy, and

that the provision on voting power should restrict the votes of a country

to approximately 20 percent of the total. In particular they feel that

no country should have enough votes to veto any proposal of the Fund.

The Belgian view is somwat similar to t the Australian though

perhaps not so extreae. The Mexican view is not so much related to a

limitation on the voting power of any one country, as a desire to see

the rsmaller countries participate more fully in the decisions of the Fund.

The Mexicans feel that many matters to be considered by the Fund involve

questions of sovereignty and that small countries have interests and

responsibilities no less than large countries.

The American Technical Advisers feel that it is not desirable in

principal to limit the votes of a country in connection with an inter-

national organization in which large resources are subscribed in different

proportions. * believe that the U . S must

have sufficient votes to make sure that quotas cannot be changed in a

manner detrimental to our interests and that no amendment to the Fund

proposal can be enacted without our approval. A mininum of 20 percent

of the votes would be necessary for this purpose and a larger percentage
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would be desirable. Under any circumstances, the United States cannot

be put in a position of having less votes than the British Empire

as a wahole, and a limitation on the voting power of any one country

might have this effect.

There is no doubt considerable mrerit Li the position taken by

the lexican exerts. Recognition should be given to the fact that

countries have sovereign interests in some of the actions of the Fund.

To meet this point the American Technical Advisers have concurred in

the suggestion of the Mexican experts that suspension of membership

from the Fund shall be voted oenly by the full board of directors and only

on the basis of we vote for nm country.

10. Voting on sale of exchanse. The U.S. and Canada favor a

£ovision wuder which the votes of creditpr countries would be increased

and the votes of the debtor countries would be decreased in voting on

questions relating to the sale of echange. While there is no likelihood

of a combination of debtor countries assuning control of the Fund and

permitting liberal or generous use of its resources without adequate

safeguards, it is the view of the Canadian experts and the ta m"f es 6,
Technical Advisers that some provision should be made for decreasing

the voting power of countries who ... p e ......... f.... the Fund

and increasing the voting powers of countries whose currency-4e. bets0j

sold by the Fund. The V.. Technical Advisers propose that for every
A
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$2 tllion, of ant mae of · ounatry'st currny by the 1,44.lts wt.sg

power be inoreaasd by oe vottand that for every $2 tUllion of at

punhue of a aOsUtry,' ourmmy by the vn4 its voting por be deeased

by me vte. The effect of auoh a provsios would bet intraxe the votes

of the wait States aAnd Canada, assutng them to be emNtotr eatrmetr ,

frm a total of apptnately 30 perneft on the bas of their as rption.

to a Sf total of 45 percent if all of their initMal aourrnafsub-

sOriPtas men sold by the Pad.

Tale qntioa ba been discussed 'with a few oomtries, luoltiq

Blnd o lb ha isd no seritow objection to tan priioh It is

eon odtesd, nverthleas, that ome of the msdaparc, ularly

Atrlia will take a strong position againit thid preVl*Io



3l. preasts Creditor Colntris

C Zav en~tries believe that mre preassure t A be put upn

creditor cuntries, whoe ousrrneiea ba bn delasrd in scare

supply, to secure an appropriate baaee of pq l,,

A saber of countries led by Austmlia but not witut anre support

fma Canada and bgland, take tb view that disequilibria in the inter-

Matietil M f a f p31nts in as nmh the IepofuibSIt of bl. cnditor

countrie as of the debtor ooistrlm.

The difficulty In such a oonteatia, even if adittsd, in ia findig

appropriate mems of emartiag pressure on the creditor countries. To

Moremioanbnical adris ere . . . 1'- that to ltd shood be ti

a yositn to tae recomendatios to any meber put wet ereditor

or i debtor, n intetoatic al ecomic policies eewa? Les t eT at

of equilibria in the balmae of paymeatse lb tian .f tinge, the

debt ad credttoe . Debtor eoAntries mt aspm to the rnd for the pr-

chase of forign exchange with tieh to meet their adves. beala of pay

amente. Uder the irasane, the Ind is in a position to ay to such

count" that it ill sell foreign ex*cange aW if steps are ta to

corect the maladjustamnt in their accomnts, ad oaly e term ad condition

that safeguard the interests of tn Pund. Creditbr countries are not ia

the puition of appiing to the 1und for the purchase of ozchage. There is

no saantion that the Fn can apply agait uob ch otauntri. The pad sat,

therefoe, rely ole a the force of its fhemadatae end on the

sxmnatbof mblle opinion in pportig reasmaable policie in crenditor

oantries that will make possible the maintance of internatonal oqunflibtt
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22. Pealties.

Mxieo wishes to make provisio for the partial Saubsitt I

of silver for gold in the subecriptiao to the h.t,

San coantries believe that if penalties are applid to debtor coantris

using the $ad, penalties should also be applied to roditor cantries.

The lAmrican technical advisers will propose a sjatm of graldat"d

penalties a Comtries making use of the resource of the Fnd. Te

objective of these penalties is to provide a deterrent on coutties aki

excessive use of the Fund's resacroes for unnasonabl periods of time.

Pealties fll be graduated aczding to the afant of the local curensy

holdingup of t Fad ad the period of tIe durit wiohb the feu holds ohb

urnmy. The penallty would rise from appromately 1 persnt per as to

S ?5 pene-t per snv , iten the Fad holds balances of loal currency bo

periods of 3 or 4 yeasa. In the opinion of the lamridn t -chicsl adviera,

sam pmana ms an essaential to odoe countries to uk Wu of the end's

resoAuXe in moderation an for a short a period as potible. Pnalties,

of course, would terminate a soon s a country purehased its eafsr

rny from the ud with gold.

h Canadians take the view that if such penalties are placed a dsbtor

countries, then creditor countries who are equally responsible for di-

eq.ilbri.l should also be subject to penalties, There is no doubt that

this positim will be supported by Australia aTn by other oownbrif. The

American technical advisers are of the opinion that it is not feasible to

provide auy penalties againt creditor ooutries. penalties are not applied

an the basis of disequilibriSa, but on the use of the FPadla resaoes. The

creditor goA tries am not users of such resource and they are passie In

"e coutries believe that if pealties are applied to dbtor

ograbriel ugiag to Put, penalties should lso be applied t

creditr euntflas.
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deteminig the saant of their resorces made available by the 4uM. The

debtor countries as aa of thee rnsoures and they shoulA be Induced

to estore the AmdS position in their ourrencie. b aj .yng &m

penalties an the excessive holdings ofA their currencies. For grater effeot

such pealties should bebmmdem as the amaumt$ am innaed aSd as the

period during which bld by the 1ud is extended.

13. Silver.

MeXiCo wishes to make provision for the partial eubetitution

of silver for gold in the subsoriptions to the ind.

1uinnA teodi cl expert have made ts point that silver in pro

doamnantly the metal produced In the Sstnum auisphero, that it is highly

regaded as a y m tal by a largo part of the populatin of the world,

a t silver should be given sa8m place in the FPId by proiding for tb

Joint use of pld and Silver in subscriptions to the Fud and in the purchase

of exchangre frot the FunAd. Tin exican experts are les conceed about the

proportiozu in which ol and silver ar used and the relative vales Aw

tdick they aze maedthan with the prinoCi that some use of silwr Shuld be

ad. In the Pud.

te American technical adisers havre pt this question to the, expert of

the aited Nations with tha they hab disoesed the Fend pmposal. weptl

in the eas, of Bolivia, there appears to to no support flatever for the

mexian proposal. It is knom that the Mexican experts will propose at the

Confeence that the Fund give cafideraton to the appropriate pitioa of

silver in the moetary streture of the world ar that it recoed teams .r

for this purpose.
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