' iy 28, 2043y VRS

(dsted Aprid 1942, B Dy )

1. The Twportanes of the Problems Walged snd DIfficulty of Sclutloms

Tn this further considerstion, the diffarences between the
Nmetions of the tro institutions must be paremount, There
are some quostions which cap be raised mow aboutl the two

proposels in combination, and the idaes which mre comon to

3. - Questions Negarding the Comdined Scheme,

e) - Are 14 srguments for sttempiing to sepavate the two
institutions velid?

thie point, While the technieal profisiencies required
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(3. Questions Regarding the Combined Scheme = Contimued)

b)

Cloarly, the tw have to be carefully ceordinated in poliay,
in timing of operatioms, in political end economic slms,

The demands on the capacities and rescurces, both in person-
nel snd in funds, will hardly be adequate for the two undere
takings, OSurely come economy frem jolnt operations and
nanegement, ¢can be achieyed,

mm&ﬂﬁwdmmmmiwm
manegement sre various, Trustee relations ean be established
which will afford speeial protection to the fund,

The problem of withirawel from the bank and not from the
fund might hamper operations,

Furthermore, it does not seem clear %o whet extent the separe
ate entities have been surgested forpolitiesl, s contrasted
with eeonomic, reasons, Is there an attempt to increapse the
1ikelihcod of some action by naking two separate efforts,

Vembersghin in the two institutions, (fee pp. II, 49-60).

-~ “Te 1% popaible to operate them on & pound bagis without ine

eluding on some carefully plamed basis sone of the invaded,
comtries?

neutral and enemy

If, then, these smst be included, should the group be made
up initially of countries with foreign trade and exchange
of complderablas volume, with the less sactive and smaller

countries gradually teought in later?

-Thmmtothu-qnnﬂmcluﬂy on the situne

tion of varicus nations at the close of wvar, but the
need {or vreconstruction and stebilisetion wil) probsbly be
mogt urgently needed for somo of the territories now under
enemy dorination, '

The eligidility conditions represent & list of important
considerations but they are very farereaching, particularly
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vealth and capacity, eand have (o keep supportint those whose
withivewel Crom the enierprise wowld Hhreaten the whole

:

Thore are & nauber of difTicult questions with regaxd to
cooperation, digeipline, conirel and management,
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VWhere delicate fimancial operations are concerned, only

those individuals most concerned can know of
;mummn rithout inducing specus-
' end ty for profit by outsiders

giving opportuni
through Imovledge of what is plamned, The documents ghow
of the problem, but do not indicate a dele-
functions which would peem comsistent with the
nature of exchange transactions,
o

eauges of economic disequilibrium end persistent one-
woy movemente of funde are not adequately taken into
acootnt, TFor example:

Cen the pound plerling be stadilized snd freer exchange
relations be established unless economic concessions end
political eonditions favor a steady prolonged expsnsion of
British exports?

Can ptability be achisved unless the United States ig
willing to receive large importe?

Can equilibrium between countries with different natural

¥
8

ferious questiong are raised by the statement that fundoe
mental ¢ in exchange retes are to be allowed to take
place, this is defined and explained, 1t is haxd

to discuss the economics of the scheme, '_

Participation on the basis of national income raises
political, adninistrative, and economic questions.

The answer to these and other similar questions will depend on
begie sconomic end political factors,




Shorten periods of disequililwium,
7+ Heduce necessity of exchange controls,
€ nmuuumwewnmm
~ practice,

9s Promste sound money end credit,
. 10¢ Neduce trade barriers.

11, Pmtemommtm

mumm
mwmmunm

_mlgos' o ﬂmﬂhhm thh

11,

m.z,4,f»s,9.um.om lwtofth.
for extensive action

ﬂnp:tmhnnudnhﬂfldﬂ. currencles,

- Including
pecuritios, bills of unhngo, hl:-l!.u %o separzte

eountries, fixing exohange thout the consent of
the country, thoﬁnlm't&hdmcdthiaamtry
mmmuwmormum.

Momuﬁminamudmh;md@tmthm
sary o more ceniral purposes--for ingtance, the permip-
-mummw--&muqmm

. (m»ummmhwmn

.-m.

~ amother memorandum),

Newbersiip: (I, 74 8).

ﬁ-hrsofththitdnndummmﬂu
specified conditiona,

mmmmmmtwhm«lnomrm.
For example, the statement regarding the none-sdoption of




v, U-poniﬂm (3. 8,)

A genersl comment to this part of the plan (see above
remarks), Hepresentatives of goverrments have
to for the interests of thelr natiomal sdministrations,

mm«mmmmm

In the case of the Bank for International Settlements, whenever
there was division aleng political unu,mmm
mmmwmm;m,:tm or
prevented action even though membars' govormaing
mwh”ﬂﬂ“hmwhh
seperate governmente btut represented the Central Banks,

Vi, Pules and regulations "promulgated by fourefifths of
the member votes."

VII. "No chenge in the gold value of any curremey of the :
countries shall be permitted to alter the

gold velue of the total euwrrency holdings in the Fund.”

The implementation of this provision would be difficult,

VITI, Comtries failing to contribute shall be dropped snd
shall have returned 1te contribution mimms sum due,

IX, Profite to be digtributed snmally,
Yo Information to be furnished the fund,




Geneoral comments on the Dund:

Pregunebly the technical operations are clearly enviseged but
they will be examined more closely, particularly the unfreez=
ing of balances.

The dropping of 2 member mey noi alwaye be a pumishment,

The time periods for repayment, ete. (II, 26) seem too long.

The purehase and sale of government securities may be
inadvisable,

Fembership, sdrministrative authority, and location are all

Some limitations on sovereign rights are contemplated and
would have to bLe a part of the scheme,

The responsibility on the United “tates would be very largs,




5. The Bank, (I, 11~20).

I.

1.
2s
2e

Ubjaeﬁms (%11, 12)._
Prudds capital,

Facilltate transition to pnm ©00NONy.

Finsnce foreign trade.
SWWMMtWMWM
Eliminante the dangors of wordld arlmudmw
depressions. _‘

Nelp atablilise dwmum
Increase produs and raiee standerds of living,
Promote eooperation.
Mhmh%dpm“mpmlm miaro
Lnhance democrecy.

Afd reliefl

Promote equitable acooas to raw materials,

1. Toons {aeadot..ilofvu'ied types; see also
pointa 4y 5, 6, 7s)

2, OGuerantee loans,
e, Tesue notes againet government obligations em zold,
45«06«77, iAlso concerncd with loans, _
8¢ Organirze mn International Bgsential Raw Material
Development Corporatien., (I. 14).
9. Organize a commodity stabilization eorporation, (I. 15).
10, To buy and sell gold, securities, and to clear lmdis,
balances, checks, dralts, acceptances,
11, Discount and re-discount bills accepiances, and
okligations,
12, 'l‘omtuamurormuuﬂm
13, To re=discount Central Bank bills,
lie 7o issue and sell debentures,

© 15, Dﬂl uJ.yI:lﬁu

16, Ingage in studies.

mtednm,m '

with ecentral banks or fiscal
agents of those countries with'
MMMM :

- minigters,

ie with stabilisation fund, -
wwmmmu—a‘

w'mofmbm-hnm AR




fe point 15 meant to sonditionull the other peiute?  If 8oy .
the exolusion of meany netural sl eneny povers, _thnwlmtnrr
withdrewal fron the Dank may cripple 1te activities.

Il  Capital styueture. (I 16).

Ten billion dollarg in 10,000 ghares 50 paid up, the
rest callable, shaven nm—tramfmhi

Voting linked with shares with o peximm of 257 to any
ono country (actmally spplicable to the United States.)

\-.?.0 further M)l
Iv. Nembership, (I. 17 Seée Fund),

a.; A member of stebllismtion fhd.
b) AL pesce,

Ys lu-gnllt. (I, 18)e
mmmahmmuun.m“nm
nate sppointed by eack government. Iloaxd solects
Precident and sets up departnents, appeinis executive
comulites, appoints sdvisory coumdittes, :
Decisions by simple majority of votes cast.

Burdmtawmmﬂmefmmumdlm
tern credit, ete,



VI, Profites (I, 20).
- to surplus, ste., peld in local currency
i?m..; in "iow Intarnational Tnite"s (nmm
limited) s

VII, T¢ a mesber withdraws, stosk can Be repiirchased by the Bank.

mm

1, There 1o m d!m:im of the potentialiti.u for in!'ht‘!m
or deflation, -

2. nomuhnmrmmumﬁmmam

mwmthrmmﬂnmhmdmﬂumﬁow
etinﬂm

'3. mmamorwamhmuommmorm
is not adequate to form & basle for comuant, ‘!‘baqu—
gestion is wide in its implications,

he P&Mbm&rm&r&ummtfﬂhm
Into account,

mmmtdmmmmu‘aawmm
not bring a clean sweep of technical end operuting perw
sonnel, Thoﬂnqﬁualesﬂnhponﬁﬂsmm

Failure to meke eny reforence elther to the good or Lad de=
mmmwnmmmmm .
(and other fimenclal internationsl Institutions) ie mw_'
spicucus as to raise questions as to why, For esample ;
e pote gl eyl o e Mg i B oo o

. mmntmhmwmmumm
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Also the relation of the Board of Directors to resident
managers, and thelir relations to tectniclans snd outside
groupe, eould be the basis for similarities and differemces.

It is probably not worth exploring the detail much Cfurther
mtil conversations hiave helped clarify the above queries.
The whole dooument will be reviewed, however, o check on
the valldity of first lmpressions and to look for other
critical provisiens,

Clearly thers is gomething to work on and if there is
opportnity for real eriticism and meany modifications
urgently needed, instrmentalitles for ecomomic progress
snd ‘world poace pay resully




