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Dear ¥r. Jacoly:
m-nmmumlnurcrmm.

1945 in vegard to my participation in the GED radio

round-table discussion of "Stabilising World Noney."
In response to your request I have prepared

brief answers to the questions which you submitted

fnruuhth.mﬁudth-nﬂiow.

Vory truly yours,

5/ H.0. WA

H. P Thite
Asgistant Secretary

RiMsers 10/25/45
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present crisis but we have had a great deal of help from the
Dominions, I have the long statement of Jominion assistance
here, It is » most gratifying and most heartening and spleadid
declarstion. Vhy then do we set up these dissensions within
the Dupire? ¥hy tie our finanecial system to Wall Stres§ and
VWashington and the gold standard? The snswer is that these are
the first steps %6 the old bad poliey of free trade. It is the
licy of the bDamkers and it is a gay and Jolly prospect for the
ternstional fimsnciers®, ' Sl

- Two ojuahu were made in reply before Beaver brook withdrew
his motion, ety A '

Jord Plercy (who is chairman of one of the mew finance
corporations) first moted that neither Australis nor New Zealand
“had in fact rejected Bretton Woods and pointed out that it is
merely & chromological fact that they had not yet been able %o
consider the question in their respective Parlisments. He went
on, however, to suggest that evem if they should fail %o enter
Bretton Woods they would not aesessaerily thereby separate them-
‘gelves from the policy of the British Government on this funda~
mental issue as lord Besverbrook had asserted, Pierey noted
that neither Australia nor Hew Zealsnc had heen inwvolved in the
loan agreement so that whereas under the loan agreement JNritain
has to give comvertibdility within a year they have Tive years to
gsettle exchange rates nd begin conversidility, Regarding the
trsde proposals Flercy noted that both Anstralia dad New Zealand
had the proteetion of infant fadustrics to consider, He expres-
sed the view that "4f a decision (on the fund) i¢ deferred for
2 few monthe there seems little reason why 1%t should not be taken
(by Australia and New Zealsnd) comtemporaneously with the dis-
eussions of the international conference so that 1t may very well
be thet Australia and Nev Zealsnd alike may have some elearer
1ight on whst precisely these various heads 2nd terms relating
to state trading snd subsidies ond the rest of 1% will be than
they have at this particular moment, It way be an advantage in
that way for them to postpone s declision and that may help them
%0 come %o 2 decision in the senge of Joining the fund®, '

Plerey further stated, "For us it i3 absoluiely fundamental
that ve should have a mégns of dealing with what I call the re-
conversion gsp, this great gep in our dzlanee of payments that
will last for the next two or three years, That is the reason
for the loan, Vhether or not the twe Dominione ratify Sretton
Woods it will be very useful for them that we should have this
loan because it will enable ug to give them gome comvertidility
into dollars snd they must have gome and paradoxieal as it may
seem if they should decide that it is their correet course to
stay out it may well be that our being in and having this loan
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may help them to make that decision,” Finally Plercy nade a
strong plea for multilateralism and Bretton VYoods and concluded
by asserting that imperial preferonces would only be sold for

good bargains.

Lord Addisen replying to Bemverbrook for the Government
confined his remarks %o making 1t plein that he had no official

recent close contact with the delegations of those Dominions
at UNO he had heard not a word of objection to the Bretton

Yoode finel aet wbiech had been signed by the experts of both
Dominions nor had he heard any of the forebodings with which
Lord Beaverbrook hed filled his speech, Text of debate by alr-

WINANT

PLALN
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‘ MEMORANDUM FOR THE SECRETARY
Questions at issue on the Fund
1. Quotas
Many countries, imeluding-Russis-and-Chine, believe that the proposed

quotas are inadequate for their needse.

,}é-uuﬂ:swm her- Wﬁm after the war, and.

ern:t:l.om arrairs, nﬂtlu hu 10 at-least 10—

her, 1
py/mdﬂm
M China has pressed the view that her quota mst be the fourth
largest as a recognition of her role in the wars This would probably

involve a quo't.a of more than $500 millione
RL& /. SRAI T T
] 7R { L FAL?

‘ '
mmn:lu- Tndia takes the view that as the largest exparting

andinportingoumtryinﬂmhrhﬂherqmtaahouldbohrgvrm

that of China. Australia has said that she camot assume the obligations
of membership unless assured a quota of $300 million. England suppa ts
the view that the quota of all small countries should be raised - in
particular, that quotas under $150 million should be doublede

The American technical advisers have regarded the determination
of quotas as fundamentally an objective mtter, Quotas must be based
on & formila that recognizes a country's ability to subscribe to the
Fund, her need for use of the Fund, and the responsibility that must
be given to her in the management of the Fund, The formule proposed

by the American technical advisers takes account of national income,
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gold and dollar holdings, foreign trade, fluctuations in exports, and the
importance of foreign trade in national income. Because the data of the
past are not completely applicable to the future and because intangible
congiderations cannot be measured by a formula, it is proposed to set

aside 10 per cent of the aggregate quotas ($800 million) to be apportioned
among countries whose quotas, based on the formula, are clearly inequitables

2

The principal interests of the United States in quotas may be
summarised briefly as follows: A5,

i o Pha. .
(a) Aggregate quotas should not be muelr above ’:\ b:l.:l.:l.'l.on’\ ‘a”tﬁ,‘q

If an objact.ivcxtormh results in aggregate quotas of
M billion, it is better to depend on
the formula than to cut arbitrarily the quotas of some
countriese

(b) The guota of the Umited States should be about $25
billion, and under no circumstances more than $2.75
billion.

(¢) The quota of the United Kingdom and the Crown colonies
should not be more than $§l.3 billion, and the total quotas
of the British Empire must be less than the quota of the
United Statese

(d) Russia should have the third and China the fowrth largest
quotase
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(e) The apportiomment of quotas among other countries is
a matter that can safely be left to them within the
framework of the principles stated above, We should,
of course, see that the Latin American Republics are
given fair treatment on quotes,
2+ (Gold Subscription
Several countries, including Russia, wish to have a reduction of
50 per cent in the required gold subscription of countries that
have suffered substantial damage by eneny action or occupation,

The required gold subscription to the Fund is 25 percent of a
country's quota or 10 percent of its holdings of gold and dollar balances,
whichever is less, Russia has expressed the view that as a country that
has suffered most severely from enemy destruction, it will have the
greatest need for independent resources of gold in meeting the costs of
imports for reconstruction, Recognition of the special needs of Russia
should be given by allowing a reduction in one-half of her required gold
subscription to the Fund which would be about $160 million on the basis
of the formila, France bas taken a similar position, Its gold holdings
are large,but they will be depleted rapidly in meeting the costs of imports
essential to .reoomtruot:l.on. The Frencl regard these holdings as already
set aside for the immediate post-war period and feel that her present
holdings should not be regarded as the proper basis for gold subscription
to the Fund,

As would be expected, the occupied countries all hold these views,
although not so strongly pushed by them as by Russia and France, On
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the other hand, England holds that destruction by enemy action may be
less importent than the deterioration in a country's international
economic position resulting from the ware, Thus, England has lost
billions in foreign investments and in other fareign exchange assets,
and the problem of balancing her international accounts will ber more
difficult than for some of the occupied countries, If any concession
on the required gold subscription is given to other countries, England
insistethat the same concession be givem to her,

The attitude of the American technical advisers has been that
there is some basis for a reduction in the required gold subscription
of occupied countries, and to some extent for England, In the view
of the technical advisers, this concession is much less important
than the occupied countries believe. Thesbility of a country to
purchase forelgn exchange fram the Fund with local currency within
its quota is reduced precisely to the same extent as its gold sub=
scription is reduceds The aggregate potential exchange racoﬁ-.u of
a country, its gold holdings plus the unused portion of its quota in
the Fund, remains the same, although the amount available to the
country within the first two or three years (from its own resources
and from the Fund) is temporarily greater with a reduction in gold
subscriptions
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Recently, Russia has suggested that the reduction in the required
gold subscription be graduated, the countries with the greatest damge
being allowed a reduction of 50 percent (Russia) and the rest being
Mmmmﬁmmmmzsparmttoﬁ)permﬂm
required gold subscriptions The view expressed by the American
technical advisers is that a graduated reduction is not feasible and
would lead to endless controversy in estimating relative damage and
neede If any reduction is allowed, it should be uniform and it should

not exceed 25 percent of the required subscriptions
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3¢ Official 8 of .
The U.K. wishes to have gold subscription based on net
holdings of gold, offsetting their gold holdings in part by

gold obligations.

England has expressed the view that official holdings of gold do not
represent the appropriate basis for determining the required gold sub-
scription to the Fund. Agaiyet its holdings of gold England has certain
liabilities expressed in gold, In particular, there is an obligation to
Portugal to redeem certain sterling balances in galg,. within five years
after the war. There is also an obligation to convert Swiss balances into
gold whenever they exceed about 5 million pounds. Apart fram such specific
gold obligations, there are registered sterling balances (held by U.S.
nationals and Swiss natimals) which can be converted into dollars or Swiss
francs, and sterling balances held by Iran and guaranteed against deprecia-
tion in temms of gold.

The American technical advisers are prepared to ncognize that certain
offsets can be legitimately claimed. This is particularly the case if the
gold obligation of the dobtfgi-:‘\i; r/mgardod as a gold asset by the sredifon ok
and is included in its gold holdings. Any rule on offsets should be
wnifomly applicable in order to assure that the gold holdings exluded
by one country are included by another. The American technical advisers have
on several occasions asked for a specific statement from the British experts
on what offsets would be claimed and the justification in each case. No

specific claims have been put forward, and the question will have to be

given further consideration after the British experts arrive,




4o Newly-mined gold.
Russia believes that the requirement to repurchase local cur-

rency with gold should not apply to newly-mined golds

The Joint Statement on the International Monetary Fund provides that
member countries must nMse theif local currency with one-half of the in-
crease in their gold holdings. The Russians have stated t.hat this provision
should not apply to newly-mined gold because such gold deu not mﬂ:f
favorable balance of payments and 4isasSere does not put pressure on the
gold reserves of other countries. The American technical advisers have
taken the view that the purpose of the Fund is to provide aid in maintaining
exchange stability for countries that have inadequate gold and exchange re-
sources. The fact that a country's gold holdings increase, even if it is
newly-mined gold, is evidence that it is in a position to repurchase from the
Fund the local currency holdings of the Fund in excess of 75 percent of its
quotae

More recently, the Russians have proposed that the requirement to re-
purchase local currency with gold shoull not apply during the first five
years to newly-mined gold in countries where enemy action has resulted in
substantial damage. Such a definition would be applicable only to Russia
and the Philippine Islands, the only importamt gold-producing countries
occupied in whole or in part by the enemy. It might be possible to allow
Russia to accumulate her newly-mined gold during a moderate period of two
to three years on the theory that she has been unable to engage in normal
gold-mining operations, so that her gold reserves could not be built up

because of the complete conversion of Russia's industry to war.




5. Exchange Rates.

Belgium, China, Czechoslovakia, Netherlands and several other
occupied countries favor a more flexible provision for the alteration
of exchange rates. In particular, they favor setting exchange rates .
provisionally at the time of the establisiment of the Fund, leaving

definitive rates for subsequent determination.

The problem of determining initial exchange'rates is a very difficult one.
It is the view of the American techmical advisers that agreement on each of
44 individual exchange rates would be an impossible task. Furthemmore, there
is no need for considering anew the exchange rates of most countries. For
the United States, the lLatin American republics, and the British Empire coun-
tries, the probability is strong that prevailing exchange rates are in fact
appropriate. The countries in which there is reasonable doubt on the satis~
fact_or;r nature of the exchange rateSare countries that hm been occupied
by the enemy. The American technical advisers widil recommend that initial
rates of exchange be based on the official dollar rates as of July 1, 1944,
but that in those cases whare the Fund or the member country regards the
prevailing rate as inappropriate, a new rate would be determined by agree-
ment between the Fund and the member ouunti-y. No exchange transactioms

Hy Tl
should be mﬂortékon util a rate has been determined that is satisfactory
tothethdarﬂtothammbercountz'y. '

So far as concems changes in exchange rates, no special provision should
be made for occupied countries, particularly as it may be possible to delay
the determination of definitive rates for a few months. However, im passing
upon requests for adjustment in exchange rates the Fund should take into

camsideration the uncertainties of the post-war period and should give a

country recuesting a change in exchange rates the benefit of reasonable doubte
s R T i N TR el A R T SR ST SE AR ST T
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6s Russiats Exchange Rate.
Russia wishes to reserve power to change her exchange rate
without the approval of the Fund since she holds that her

exchange rate has no effect on internmational transactionse

The Russian experts have taken the view that because Russia is
a state trading country her exchange rate is not of significance to other
commtries, Russian exports are priced in terms of foreign exchange and
are sold for foreign exchange in world marketse Russian imports are
purchased in foreign markets in terms of foreign exchange and payment
1:) ’ctﬁ;{"-in foreign exchangee The Russian exchange rate, according to
the Russian experts, is a matter of internal bookkeeping and does not
@ffect the internationsl econamic relationships of Russiae

The American technical experts are of the opinion that there is
a good deal of truth in the contention of the Russian experts that the
upomunuporuarnmaummmmdmmmat;um
pland for the econamy and that they are not significantly @ffected by
thgruple ufimagorau. It mey well be that the ruble exchange rate
ﬁioﬁm' :\'ﬁéﬁ%er of internsl bookkeepinge

It is nevertheless the opinion of the American technical advisers
that it is not feasible to exempt Russia from the requirement that any
change in the ruble exchange rate must be subject to approval by the Fund

in precisely the same way as for every other country. If, in fact, the

Russian exchange rate does not gffect the intermational economic position
of Russia and other countries, it may be presumed that the Fund will take
the view that no harm is done in permitting a change in the ruble rates

It is, of course, necessary to provide that a change in the Russian /‘H{/f‘({

B e N e e Sy - LI, 1, o &y ot = W ST
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exchange rate for internal bockkeeping purposes, as distinguished from
jnternational transactions, is possible within the terms of the Fund, This,
the American technical advisers are prepared to regommend provided the Fund
retains the power to approve or reject a proposed change in the exchange rate
for the rubles

Te M and Voting Power
Several countries object to the close relationship between quotas

and voting power, Russia believes that, in determining voting
power, other considerations than those entering into the deter-

mination of quotas should be considereds

The Russians have taken the position that in determining voting power
in the Fund consideration should be given to the international responsibility
of the countryes In particular, they feel that the United States, England,
Russia, and China should each have at least ten percent of the aggregate
voting power regardless of their quotase

The position of the American technical advisers has been that it is
not feasible to sepearate voting power from quotase Countries that contribute

themmrmtoﬂmrmdmthﬂompomibﬂityinthemgomntd the

Fund approximately in proportion to their participation. Under—any clrcum-
stamassy While it may be possible to give Russia nearly ten percemt of the
votes (it should have ten percent of the aggregate quotas) it is not poauaiblo
to make provision for giving amny other country either so large a proportion
of the quotas or of the votese It is probably that the Russian technical

men will not press the point so far as China is concerned, They may insist
that Russia have additional votes sufficient to raise its proportion of

the total voting power to “ten per cente
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8. Executive Committes . »

Ue Ko wishes voting power in the executive committee to be in

the order of importance of the countries but not necessarily

very closely related to their quotas,

It has been agreed that voting power in the Executive Committee
as well as in the Board of Directors should be closely related to gquotase
There is some difference of opinion between the American technical ad-
visers and the British experts on the most appropriate means of apportioning
voting power in the Executive Committees The British experts have propcsed
that there be 100 votes in the Executive Committee of which 25 would be
assigned to the United States, 20 to the United Kingdom, 15 to Russia,
10 to China, 10 to France, with 5 votes allotted to each of four elected
members of the Executive Committee.

Such an arrangement would result in giving the United Kingdom,
Russia, China, and France much greater voting power in the Executive Com=—
mittee than their relative quotas, The Aperican technical advisers recomnend
m{? permanent members of the Executive Committee (US, UK, Russia, China,
and France) each cast the number of votes to which they are entitled on the

f'"‘" {,( Lede
basis of their quotas, and that 6 oihes members of the Executive Committee
A

a castimg
the votes by which they are electeds Such an arrangement would give the

United States approxim tely 26 percent of the votes, United Kingdom 14 per-

cent of«the.yotes, Russia 10 percent of-the-ueles, G:i?a and m:;oe each 6
Loti flqs.fsa /

percent, and the 6 elected directors about 3® percemt of tha&wtes,ilﬂl-

We have had no expression of opinion from the English experts on this pro-

posal and we are, therefore, uncertain how they will 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 Australians 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 dominant 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 somewhat similar to 4i@esS{ the Australian though
perhaps not so extreme. 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 smaller countries participate more fully in the decisions of the Fund.
The Mexicans feel that many matters to be comsidered 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. ﬁmmgf{geuew 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 minimum 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 whole, and a limitation on the voting power of any one country
might have this effect.

There is no doubt considerable merit in the position taken by
the Mexican experts. 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 only' by the full board of directors and only
on the basis of one vote for sae \country.

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

provision under which the votes of credit_or countries would be increased
and the votes of the debtor countries would be decreased in voking on
questions relating to the sale of mhangc.q While there is no likelihood
of a combination of debtor countries assuming 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 UmitSa™Stuves CZ«-&. c-<;,‘

Technical Advisers that some provision should be made for decreasing

A i Hotiw Sston wa
the voting power of countries who &o-padtz:ed—urhw—fm the Fund

o Ot
we
and increasing the voting powers of countries whose currency—has
vl bigt,

sold by the Fund., The UeS. Technical Advisers propose that for every
A




@ @
e 1%

$2 million of net sals of a country's currency by the Fund,_its voting
power be increased by one voﬁand that for every $2 million of net
purchase of a country's currency by the Fund_ its voting power be decreased
by one vote. The effect of such a provision would be ® increase the votes
of the United States and Canada, assuming them to be creditor countries,
from a total of approximately 30 percent on the basis of their subscriptions
to a maximum totel of 45 percent if all of their initial currency sub-
scriptions were sold by the Fund,

Ma question has been discussed with a few countries, including
England, who has raised no serious objection to the provision. It is

expected, nevertheless, that some of the smaller’Sountries, and particularly

Australia, will take a strong position against this provision.
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11, Pressure on Creditor Countries. /“1

|/

~  Many c;untries believe that more pressure should be put upon
creditor countries, whose currencies have been declared in scarce

supply, to secure an appropriate balance of payments.

A number of countries led by Australia, but not without same support
from Canada and England, take the view that disequilibrium in the inter-
national balance of payments is as much the responsibility of the creditor
countries as of the debtor countries.

The difficulty in such a contentiomn, even if admitted, is in finding
appropriate means of exerting pressure on the creditor countries. The
American technical advisers aw:ms—;(:ﬁg’;;iat-m that the Fund should be in.
a position to make recommendations to any member country, whether creditor
or a debtor, on intemational economic policies necessary for the restoration
of equilibrium in the balance of paymnts‘.cﬁ In the nature of things, the
actim taken by the Fund upem=such-eesmmendeviens cannot be parallel for
debbors and creditors. Debtor countries must apply to the Fund for the pur-
chase of foreign exchange with which to meet their adverse balance of pay-
ments. Under the circumstances, the Fund is in a position to say to such
countries that it will sell foreign exchange only if steps are taken to
corvect the maladjustment in their accounts, and only on temms and conditions
that safeguard the interests of the Fund. Creditor countries are not in
the position of applying to the ¥und for the purchase of exchange. There is
no 'aanetion that the Fund can apply against such countries. The Fund must,
therefore, rely solely on the force of its recommendations and on the
strength of public opinion in supporting reasonable policies in creditor

countries that will make possibls the maintemance of international equilibrium.
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12. Penalties.

México wishes to make provisim for the partial substitution .

of silver for gold in the subscriptions to the Fand. ;)

Same countries believe that if penalties are applisd to debtor countries
using the Fund, penalties should also be applied to creditor countries. h;“
The American technical advisers will propose a system of graduated

penalties on comtries making use of the resources of the Fund. The
objective of these penalties is to provide a deterrent on countries making
excessive use of the Fund's resources for unreasonable periods of time.
Penalties will be graduated according %o the amount of the local currency
holdings of the Fund and the period of time during which the Fund holds such
currency. The penalty would rise from approximately 1 percent per amum to
5 percent per armum, when the Fund holds balances of local currency for
periods of 3 or 4 years. In the opinion of the American tecmical advisers,
such penaltiss are essential to induce couniries to make us of the Fund's
resources in moderation and for as short a period as possible. FPenalties,
of course, would teminate as soon as a country repurchased its localcur=-
rency from the Fund with gold.

The Canadians take the view that if such penalties are placed on debtor
countries, then creditor countries who are equally responsible for dis-
equilibrium should also be subject to penalties. There is no doubt that
this position will be supported by Australia and by other countries. The
American technical advisers are of the opinion that it is not feasible to
provide any penalties against creditor countries. Penalties are not applied
on the basis of disequilibrium, but on the use of the Fund's resources. The

ecreditor comtries are not users of such resources and they are passive in

Some gountries belisve that if penalties are applied to debtor
countries using the Fund, penalties should also be applied to

ereditor countriese
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determining the amount of their resources made available by the “und. The
debtor countries eve usess of these resources and they should be induced

to restore the Fund's position in their eurrencies by applying teesiisenm
penalties on the excessive holch.nga of their cnrrencies. For greater effect '

¥ (vd_-\.,
such penalties should bo-dmeweasod as the amounty m increased and as the

s Ctodat
period during which thq-nﬂ ﬁold by the Fund is extended.
13. Silver.
Mexico wishes to make provision for the partial substitution

of silver for gold in the subseriptions to the Fund,

Mexican technical experts have made the point that silver is pre-
dominantly the metal produced in the Westemm Hemisphere, that it is highly
regarded as a money metal by a large part of the population of the world,
and that silver should be given some place in the Fund by providing for the

Joint use of gold and silver in subscriptions to the Fund and in the purchase

of exchange from the Fund. The Mexican experts are less concerned about the
proportions in which gold and silver are used and the relative values dmx )
which they are used than with the princigl that some use of silver should be
made in the Fund,

The American technical advisers have put this question to the experts of
the United Nations with whom they have discussed the Fund Proposal. Except
in the case of Bolivia, there appears to be no support whatever for the
Mexican proposal. It is known that the Mexican experts will propose at the
conference that the Fund give consideration to the appropriate position of
silver in the monetary structure of the world aml that it recommend measures

for this purpose.



CRIGIN OF THS BRETTON WOODS FLARS

“hen cuwrrency systems were restored after the last war there
was little or no attempt at ccordination of seasures to provide
stability; no machinery was set up to fagilitate am orderly adjustaent
of exshange rates when fundsmental conditions necessitated such &
revision. The disturbances of the 1930's, involving & vesort to com-
petitive currency depreciation, imposition of exshange restristions,
import quotas, and other devices which all but stifled trede, made
it clear that improved intersstiomsl fimsncial arrangensnts were
nOCeSIAry, mmnmmnu-c_m\ peried are
mwumwtummmum
outbreak of World %ar II.

As the war progressed, discussion of intermational flsansial
Musaﬁm-‘m. In the United States Mr.
Harry D. White of the United States Treasury Departsent prepared &
plan for an intersational stabllisasion fund and an internaticpal
bapk for reecomstruetion and development which he presented confiden-
tially early im 1942 to a group of govermment officials in Yashington.

Discussions had also been going om in England, and soom thereaflter
Lord Keynes offered a proposal for an "International Clearing Union.*
The British Govermment priated this proposal as a state dooument.
Copies were made available to United States Govermment officials.
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These two proposals became kuown as the White Plam and the Keynes
Flan. They were actively dlscussed in govermsent oireles both in
Washington and Londom beginning about the middle of 1942, and early in
1942 they were confidentially communicated to other United Nations.

In April 1943 the $wo plans were made public. The American
relsase to the press of & "Freliminary Draft Outline of Proposal for
& United and Associated Hations Stabilisation Fund” and the Sritish
uumm-mruunmmciurmm-
pointed out that each proposal was the work of govermment technical
Mmmtnﬂmiml.uwoﬂum.ﬂu. Although
the plan proposed by Mr. ¥hite provided for the creation of an invest~
mont bank as well as a stabilisation fund, the material made public in
April 194) did not include the proposal for a bank. Attention was
concentrated on the stabilization fund., The British proposal referred
%o the need for other institutions, including a Board for International
Investaent, and mentioned the services which the Clearing Union might
perforn for such a Board,

The Secretary of the Treasury seut the imeyicanm proposal to 37
pations and invited the=z to semd technical experts to Yashington to
disouss 1t. Accordingly, about the middle of 194) discussions with
experts from a larges number of countries were held informally in
vashington. Many valuable changes and additions developed frem these
discussions. Shartly afterwsrd the Canadian experts offered a plan
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which embodied many of the features of the british and the Awerican
proposals. A little later China and France came forward with proposals
representing their views. The similarities of the various viewpoints
were much more marked than were the differences. Following these dis-
cussions between American and foreign technical experts a revision of
the so-called White Flan was published in July 1943.

In the fall of 1943 British econcmic and financial experts case
to the United States to discuss various topics. The finonsial dis-
cussions dealt almost entirely with the cwrremcy-stavilization proposals
and only to & small extent with plams for a bank. The Sritish and
American experts foumd themselves in substantial agreesment on the
major principles of international cocperation for currency stabilisatiom,
and prepared a tentative draft of a joiut statement of principles.

Mearwhile, in November 1943 the iressury Lepsrtment had published
a draft of the bank proposal. Russian experts came to “ashingten
early ia 1944 and engaged in extended discusaions with respect to
both proposed institutions. These discussions were undertaken with
considerable interest in view of the diifferconces between the Hussian
econcade system and the systems prevailing in most other coumtries. It
soon developed that agreement with Hussia om both the Fund and the Bamk
was posaible.

Out of these various discussians there developed a document known
a8 the Joint Statement of Experts on the International Yometary Fund.
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mmwthmuuotwtmﬁ-um
that had participated in the discussions. It was published on April 22,
1944 simultansously in ¥ashington, London, Woseow, Chungking, Ottaws,
Rio de Janeiro, Mexico City, and Habana, and in full or abbreviated form
in many other countries. It represented the views of the experts of
m:;xmmmm.mr«mm
of the subsequent detailsd plan.

Tise had not permitted preparation of a similar statement with
respect to the Sank., The discussions had indicated a large measure of
agreement on the Bank, but the plan was not so far advanced as was
that for the Nometary Fund.

In ¥ay 1944 the President of the United States issusd iuvitations
to the 44 United and Associated Hations to attend a conference to be
hold at Byetton Woods, Hew Hampshire, in July 1944. The Conference was
to discuss the proposed Honetary Fund within the terms of the Jodmt
a.t-nmmucommummmmx.

In order to facilitate the work of the Conference and to work out
some of the many details, & prelinminary meeting vas held at Atlantie
Gity. On Jume 15 & group of American fimancial experts assesbled there
and were jolned & few days later by experts from 15 other sountries.
The growp worked intemsively, endesvoring to deal with some of the
unpetiled questions and to produce & more finished document. At this
preliminary confersnce the Yritish experts presented suggestions om
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the Sank which imvolved scme changes from the earlier plan but whieh
met with almost lmmediate approval of the experts of the other nations.
It became clear that the Conference would be able to comsider the
mdumuul“u-nu/;-d. The growp at
Atlantie City went directly from there to the Conference at Aretton
m,n—w,*u--mdml.m.

The Bretton Woods Conference worked in a spirit of complete
cooperation and hawmony. All the nations represented at Bretton Woods
were interested in finding the best meosns for ¢ooperation in dealing
with intersational monstary and finsmoicl problems. Hvery coumtry
mmm.frnumuorzummmmw
tc a considerable extent wpom removing the momstary disorders and ob-
structions that stifled world trade in the 1930's. At the same tine,
every country represemted at Bretion Voods ras conserned with pretecting
its own interesta. In this atmosphere of enlightened self-interest
the United Hations found the basis for working together to their
mutual sdvantage.

After extended comsideration by the committees and the commissiens
of the Conference, and by the Conferemce meeting im plenary session,
the articles of agreement for the Fund and Bank were embodied in a
final act of the Conference and later submitted to all participating
goverments for their approval.

RMers 12/28/45




