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PRELIMINARY DRAPT OURLINE OF A PROPOSAL FOR
AV INTERNATIONAL STABLLIZATION FUWD
oF THE
UNITED AED ASSOCIATED MATIONS

iy, and that they will snet resort teo

perplexing probless

competitive depreciatl wultiple rency -

z.-tuu: m nh&l tlmiu:‘:r atzn-
tructive forelgn exchanse deviges.

The history of the past two decades that they are
mu-ﬁ problems of vital fmterest to all couniries.
There be & realization world pros-

: that
perity, like wo peace, is iudivisitle, HNations must
set together te restore multilateral imternational trade,
and to orderly jrovedure for the maintensnce of
balanced e¢conomic the Only through intemational
cocperation will £t be posaidle for countries successfully
o measures directed toward attaining snd saintalning
& Bigh level of employment and income which sust be the

primery objective of sconomie poliey.

3¢ The Internaticnal Stadilizstion Fund of the United
and issoelated Nations is proposed as a t institu-
tiom for intermstionsl meonetery ceopers « The resources
of thls Fund would be svallable under sdequate salfeguaris
to melntaln currency stebility, shile giving sember
countries time to sorrect maladjustsents in their balance
of paysents without resorting te extreme messures deatrue-
tive of internatienal prosperity. The resourees of the
Fund woulé not be wsed to proleong a bdasically unbalsnsed
intemationsl position. ¢n tie contrary, the rund would
be influentisl in indeclng countries to pursus policies
making for an orderly return to egquilibdrius,

be The Fund would deal wi th member
and thelr fisecsl sgents, and 20t intrude in the
customary cheanels for conducting intemational commeree
snd fiasnce, The Fund is intended to provide supplemental
faellities for the successful fune of the establ ished
forelgn exchange institutions and to free internstional
commeree from harmful restricticus.




| II. Purposes of the Pund

the United Netions md the countries W 11&
them recognise, as declared ia the itlantic Charter, the
need for the fullest nq-ntun ameong nations with the
object of securing ccomomic advancement and rising n-l-
of liviag for all, ‘w believe that attalument of
the se *MM will be I uut:: :1 hmn::::
RAODE cooperation., Therefore, 8 proposed there
be O::I,uﬁ-l sn International Jtabdilization Pund with
the following purposes:

1. 7o promete sxchange stability, to maintain
orderly arrangements among uember
mumwuunmw

2¢ To asswre multilateral paysent facilities om
curreat transactiona smong member countries,
and to foster the growth of world trade,

5« 7o shorten the periods and lesssen the degree
of daiseoquilibrive in the Iinterasticaal
balance of payments of member countries.

ke 7o reduce tho use of such foreign exechange
muuum. tilsteral clear muqu.
currency devices and ¢
forelgn sxehbange practices as :a-pcr
trace and the interastionsl flow of pro-
dattl.n capital,

5S¢ To give conflidence to member countries ia
=0 asures to attain these purposes by
mm-o:uhnndpﬂutmw

Iil. Cemposition of the Fumd

1. Eash member country shall subseride in gold and
in its matignal cuwrrency an ssount, to be called its
quota, determined by an appropriate formula. Asgregate
quotas for all of the United and issoclated Nations will
smount to abeout §8 billleon on the basis of the formuls,

2+ Fach seaber country shall meet its guota cone
tribution in full on or before the date set mm
of Directors for the Pund's gperations to be
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country shall bSe rixed at t of its
numtotmmmo
exchanzge heldings, whichever is the
smaller.
4 nesber country may include in the re-
mmﬁu‘ht’hmm.&-t
of the reserves of gold snd foreign exchange
hlumiwcmw.nm
not to exceed its contribution teo the
Fund, minus ite net purcheses of forelgn ex-
change from the Tund paid for with leecal eur-
rengy.

be Amoou:aahdlmmmnor
its guots in onal curreney exeept that a
member country mmmom-t
seourities, paysble &t par on s for
nﬂ;dwwu 60 perceat of ite
quo

3. The guots for sach =ember countr; shall bde com-
puted by an agreed feormula which gives due weight te the

tant relevant factors, e.5., & country's holdings
of gold md free exchanie, the magnitude end the
fluctuations of 1ts of iaternstional payments,
its natlionsl income, ete.

guotas. %hers the initiel quota of s mesber countyy

computed the formuls is clearly inequitable, the
.Lm from this special alle .

ke 4uotsas shall be sdjusted on the basis of the
nost recent data 5 years sfter the establishment of
the Fund, and at intervals of 5 theresalter, in
accordmes with the sgreed fo e In the period
between odjustment of guotas, the Fund inerease
the quote of a country, wvhere it is ehﬁz inegquitadble,
out of the special allotment reserved for the equitadle
sdjustuent of gquotas.

' changes in the forsula uhich the guotas
crnzh.ur‘zutﬂumuw&luuuh
with the spproval of & four-fifths vete of the Noard,

6. ¥No increase shall be made in the quota of a
mesber country under I[IT«3, § or 5 wishout the consent
of the representative of the countiry concerned,
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teke into consideration the extreme uncertainties :n-

— ht:‘hl;*l;gpo:‘:pu u::',:trum the hn:'

were ™

shall net t a ussted changs nee . to restere
el demsstic seciasl or tiecal

olicles of the sountry applying for s changs In the par
valus of its carrency. _

6. After comsulting the Fund a aesber country msy
2@ the establisned “’“g"é“ gurreney provided
proposed change, inclusive of any previous change
since the : of the Fund, not exceed 10
percent., In the case of spplication for a further
not 10 percent and not covered by Lhe above,
the Fend dve its decision within two days of re-
colving the ap : if the sppllicant so rejuests,

¥. lowers snd Operations of the Fund

le The operetions of the Pund sbhall be conducted
within the tations presoribed bLelow:

& The Fund shall deal with member couatries
only through thelr Treaswry, Ceatral Pank,
or other fiscal sgencies.

Be ons on the Fund's ascount will be

tiative with & desired and "svallsble"”
currency from the Fund in exchange for Iits
osn "seceptable” currency or for gold.

te With the view to keeping & partisular mesber
currensy “"available™ the Fund may:

i. Borrow its currency from & meaber countrys
il, Ofifer ppld to & manber country in exehange

for its surremcy.

2e 4 currency 1s "available” so long as the Mand
of that currency, provided, however, that ir
Bas given notice its holdings of & ouwr-
ve scarce, that currency then Lo
avalladle in the Pund in sccordance with the

esclal providions of ¥-§ velow:

-




fe If the Twmd's total boldings of the eurrency
sxgeed 200 percent of the guota.

Bs If the Fund's total holdings of the '
mmmummzsl;-—tex
the gquots during the pwrevicus months,

The Fund's heldt of the ewrrensy of a countey
mm.m .::-: m-.:g; the GCovernment seocurities of
sountry. :

venting or unduly delay the sstabliishsent of & sound
balance in iis iIntermstional scoounts, the Fwund shall
render a report to & sember comntry indicating the effect
of 1ts excessive use of the Fund's resgurces.

8. The Mund may also zive notice of not less than
m.-d-;“ guﬁ‘:" = of & wember
e for currency a
Gountry, but during the period of notice the
Fuad sell forelign exchange to the member
countyry for iis cwrency up to the exteat of

25 percent of Lts guots.

b. However, vhen the currency hnoldings of the Pund
mhs ent of the member's guota the
Fund may the peried of notice to npt
less than six months during which perlied the
orm will sell forelgn exchange for the eur
"
tLuan

Ml;r“ to the extent of not less

]
9« The Pund muy sny of the conditions of see
in V=3 md i sbove only with the speeifie
appreval of the Executive Committee snd provided that
&t least one of the following two conditions 18 met:

d. In the Judgment of the "und satiafae
neasures are dbeing or will be taken by the
country whose surrency i1a eogulired by the
Fund, to gorrect the disequilidrium in the
country's balance of payments; or

b

B of 1ts quota.
¥e




b. 3&\»11««1 thtthohhui'ofm
eountry whose
mrm-mumwmu he ex-

pectation that the excess Ialdhp
of the Fund can be dlsposed of in s
reasonable time.

also require the member unltr: to deposit
muu-a with regulations prescribed by
th!uﬂ. Such eollatersl s take the form of gold,
rmmnmmm.{uwm. or
other suitable collateral within the eapacity of the
member country.

' 6. The operations of the Fund shall the |
member ¢ ountries with facilities for multilateral clearing
in sccordance with these prineiples:

Be l.-ﬂno-ltu to buy back its cur-
M.ﬂor'&tht-ﬁn'l
mwu » 50 long as its own cur-

rency !.s mytnb hto ti;chad l:n%h.th other
nd-r s ﬂm-u:Ln ave e Fund.

ply only to curre
M free of ouhnp rutricthu t

b. 5o long as & member's currency is scceptable,
it is entitled to acquire nx available cur-
in the Fund, hat when s member
country's holdings of gold and free fore ex-
exceed its uotn. the Fund in sell
foreign exchange te that country shall reg

STl S B &,
orw or iore & optien
of the Fund. e .

¢. A member country desiring to obtain directly or
indirect tho ourn of another member
country l':.‘hﬁ. provided it can
&0 z0 with equa to sequire an avall-
sble currency lv the uh of geld to the Fund.

d. The local curreney holdings of the Fund shall
be fully transferable to any member country,
sub ject to V-1-b and the provisions of the plan.

7. In order to s hen the Fund, member countries
will re their 1 currencies from the Fund under
the following provisions:

a. A member country may repurchase from the Fund
for gold any part of the latter's holdings of

its currency.

be If at the end of stated porioeds, s member's
official holdings of plx snd free foreign




a. This ision is not intonded to prevent the

ressonnble amouat to meet ordinary
trade snd - ob. lmlm, nor is it in-
i movenents in moderate

tended to cn
amounts thm -L out of member countries'
own resources of gold and foreign exchange. '

b. & menmber country may not use its control of
capital -ns-’ _ Ma‘;ﬂr
current transestions consisteat with the pro-
visions of the plen or to delay umduly the
transfer of in settlement of commitments.

9. The Fund declare s ¢ soarce when it
becomes evident to the Fund that the iolmi demand
for & currency may soon exhaust the Fund's ings of
that currency. j

a. V"hen a curre is thus declared scarce, the
Fund shall so orm menber countries and
pose an equitable method of =
scarce currency. The Fund s also
hmnnpﬂcﬂm:?tluum-tftho
scarcity and conta reconmendations de-
signed to bring it to an end.

b. A decision by the Fund to apportion a scarce
currency s operate as an suthorization
to & momber after consultation with
the Fund, temporarily to restrict the freedem
of ¢ operations in the affected cur-
nm{ in deternining the manner of re-
stricting the demand and rationing the limited
supply among its nationals the member country
mh have complete jurisdiction.

10. The Fund shall make provisioa for meeting its
expenses,as follows: _

6. The Fund may make a service charge on all
gold and exchange transactions.
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be The Fund skall a charge wniform to all

_ eountries, at » rate not less than 1 percent
per annum, m-ua in gold, againet
country oa i mto,tlbmw 14
w_-thl'ninhu:oudthquh_,&i:
gold, shall be levied on the Fu 'shm.:?
of its mnﬂ.h excess of 200 percent
the quota of that country.

¢. In ease the Yund finds It necessary to borrow
o1 to meat the demands obh.fn 1::1 ‘-ﬂou
an ¢ , ah
£ s by Pho Fand Sniiatect. £ aovie tas
cost of borrowing. . |
d. The Fund may levy upon member countries a ta
the fine T T
“able in local , not to exceed one-
g:o-tpr anmm of the quota of eash country.
lmu::n& only to the extent that the

Fund are inadequate to meet its
current expenses.

. vi. l..‘ﬂ?“f‘rhm
1. The monetary unit of the Fund shall be 13-5/7

‘grains of fine gold to the sent content
of the United States dellar. m;:'u.h.ﬁl:umm
publish its accounts la terms of this umit.

in the par value of the currency of
a member country shall be permitted to alter the gold
value of the assets of the hmt ¥henever the currency
of s member country has deprecisted to & significant
extent, thel country must deliver to the Fund an amount
of its currency or securities equal to the result de-
creese 1in the gold value of the | 'shdﬂgof“
currency and securities. Likewise, whenever currency
of & member country has apprecisted to s sigaificant ex-
tent, the Fund must returan to that contr{ an amount of
currency or securities equal to the resul incresse
in the gold value of the Fund's holdings of its currency
and securities. _

3. The Fund's sccount in the curremcy of s member
country shall be kept at the Central Bank of that sountry.

Vil, Nsnagoment

1. The administration of the Fund shall be vested
in a Board of Directors and in an Executive Committes
representing member countries.
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B Mg::—nmn. int a director and
hunmgp'utmwnm

shall serve for a period of five years, subject
to the plsasure olp‘thlr governments. 'Hni..m
and aluﬂntu may be reappointed.

" ;n:. o v A to b 'm Y
8 a manner e

Executive é—ttm of not less than 3 nﬂon.
The Executive Committee shall be continuously
evallable at the head office of the Fund and
shall exercise the authority lromuu; pro-
vided berein or delegated to §
In the absence of any member of Executive
Conmittee, his iuunu 85 a director shell

act in his lenbars of the Executive
c-lttu recelive appropriste remmers-

2« Iasll lwthlurd.thadirutww
alternate of esch country shall be entitled to

cast an agreed upoa mumber of votes.

The distribution of basic votes shall be chul:
related to the quotas of member countries, although not

in precise ion to the quotas. in e riate
distribution of basic nt.lﬂlrur would seem to be the
following: Each couatry have 100 ntu lus 1

vote for the equivalent of emch §1 million of 1 quots.

No country shall be entitled to cast more than onme-
fifth of the sggregate basic votes, regardless of its

Vot in the Executive Committee shall be sceording
to a nt:: to be agreed.

t A1l ntul;: shall Iba settled by & njogi
::I‘I to baslc votes except as ;ouml

a. In voting on proposals to suthorize the sale
of foreign exchange, each country shall cast
& number of votes modified from its basic vote:

1. the addition of one vote for each
$2 million of net sales of its currency
by the Fund (adjusted for its met trans~
sctions in gold), and

il. By the subtraction of one vote for each
$2 million of its net purchases of foreign
exchange from the Fund (adjustea for its
net transactions in gold).

b. hvoﬁupnouhto-mpuwnumu
P, ¢ach member country shall cast
one vote, as provided in VII-8 below. s
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The Bosra of Ulrectors may .:;poht sueh committees
es it finds necessary for the work of the Fund. It may
also & int advisory committees chosen w or
part from persons not employed by the e,

5. The Executive Committee may st any meeting
- authorize any officers or cormittees of the Pund te

~ exereise any specified rs of the Fund not requiring
more than a majority vote.

The Doard of Directors may delegate suthorl
to the Executive Committee, provided that t delegat
of powers reguiring more tﬁncuju-i of the member
votes can be authorized only by s majority (of the BSosrd)
of the same size as specified, and can be exerclsed by
the Executive Committee only by like majority.

Delegated powers shall be exercised until the
next meet of the Executive Committee, or the case
of powers delegated to the EZxecutive Committee until
the next mtm of the and in & menner consistent
with the general policies and practices of the Fund.

6. The Executive Committee may establish procedural
regulations governing the omtthu of the o The
officers and committees of Fund shall be bound by
such regulations.

7. The Board of Directors shall hold an annual
meeting and such other meetings as it may be desireble
to convene. The annual meeting shall be held in places
designated by the Ixecutive Committee, but not more
than one annual meeting in any S-yoar period shall be
held within the same member country.

On request of nember countries casting ene-fourth

of the votes, the Chalrman shail call & meeting of the

t;rd f;: the purpose of considering sny mastters placed
ore it.

8. A country failing to meet its obligations to

the Fund may be s from membershl &

uimty of the member countries so dec « Yhile
suspension, the country shall be denied the ivileges

of membership but shall be subject to the seme ouﬁn—

tions as any other member of Fund. At the end of 1 year
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the coun shall be automsti from membershi
unless it been restored t:-ig‘el:nmpd by o njorlt;
of the member countries.

may withdraw from the Fund by

A member ¢ ivi
notice in writin its withdrawal will take cf!’ui 1-2‘
mediately. |

i which is dr or which withdraws from

the Fund s have returned to it sa amount in its owmn
cnmu{ equal to its contributed quota, plus other
tions of the Fund to the country, and minus any sum
_ be Fund. losses of the Fund
nay be deducted pro rata from the contributed gquota to be
G e A" Tate! somean waliiags of the'
) ship., Loecal currency s 0
xoess of the above shall be repurchesed by that

1
&
¥
5
:
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mmmmm to be liguidated within & reason-

has been dropped or has with-
drewn from -nhuhtk the Fund not sell the curremcy

of that ¢ it Fund's s are less than the

unliquidated lon of the try's %umwm

ecurrency of that if the Fund's holdings ere more
q

than the unqg:m portion of & country's quota. After
ry or has withdrawa from member-
ship, its right to uti the resources of the Fund is

8. Bet profits esrned by the Fund shall be distributed
in the following manner:

- 1:1§° ntd‘“fglth. te
are equa perce sgprege
quotas of the Fund.

ty

b. Fifty pereent to be divided esch year smong
the members in proportion to thelr quotas.
ﬁtgoi:uhl%:tr d to each thh -h:ll

s oun currency or a
the discretion of the Fund.

VIii. PFollcies of Nember Couniries
Each member country shall determine for itself the

appropriateness of the measures it takes to Implemeat
the purposes and the provisions of the Fund, except in




such matters as relate to the hase or sale of exchange.
Hiowever, the Fund may recommend to member countries such
asction as it regards as ugproprhh with respect to the

ses and provisions of the Fund, and each member couatry
shall give consideration to such recommendations.

Each member country undertakes the following:

1. ot to bwy gold et a price sbove the parity of
its currency, nor to sell gold at & price below the
parity of its currency.

2. lNot to allow exchange transactions between its
currency and the currencies of other members at rates
outside a prescribed range based on the agreed parities.

8. To sbandon as soon as possible, when the member
country decides that conditions permit, all restrictions
on payments for current internstional transactions with
other member countries (other than those imvelving capital

ers), and not to impose additional restrictions
except capital transfers, in asccordsnce with 10
sbove ) without ap of the Fund. The Fund way
make representstions that conditions are favorable to
the abandonment of restrictions.

4. Yot to emgage in discriminet gurrency arrsange-
n;n:;. or multiple c_ug.ruq practices without the approval
0 Fund. ' -

6. To cooperate effectively with other member
countries when sueh countries, with the approval of the
Fund, & or continue controls for the wgou of regu-
lating international movements of capital. Looperation
shall ineclude, w recommendationsby the Fund, measures
that can appropriately be taken, sueb as:

a. lNot to sccept or permit scquisition of
g:!ults. securities, or investments by
fonals of any nember country ing
restrictions on the export of capi
excopt with the permission of the govern-
ment of that country and the Fund;

b To make avallable to the Fund or to the
erament of member country such
ornation as hl-‘:z.d ;oum}r:. '“R-

sary on orm o sits,
mitﬁ’:‘ P.n.nll stuents of the g:tloull
of the member country imposing the
restrictions.
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8. To give considerstion to the views of the
Fund on any existing or proposed monetary or economic
policy, the effect of which would be to bring about
sooner or later a serious disequilibrium in the balance
of payments of other countries.

7. To furnish the Fund with all information it
needs for its operations and to furalal such reporis as
the Fund aa{ require in the form and at the times re-
guested by the Fund.




