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PRELININAKY DRAPT SURLINE OF A PROPOSAL FOR
¥ INTERNATIONAL STABILIZATION PUMD
: oF TER '
USITED AND ASBOGIATED RA¥ICNS

2+ ibese are not transitory prodblems of the im-
mediate postwar perioed affecting only s few countrieca,
The history of the past two decades shows that they are
mnﬁ of vital i:terest to all countries.

arﬂrmxnuuwmum
world peace, is ludivisible. Natlons must
act together to restors multilateral international trade,
Wu crderly procedure for the naintensnce of
economic growth, Only through internstional
cooperation will 1t be ie -
to ap nessuUres ed toward attalning sand saintalning
vel of employment sad income which wust be the

5« The internsticnal Stabllisstion Fund of the United
and issoelated Nations is progosed as & t institu-
tion for internsticnsl monetary coopera « The resources
of this Fund would be avallable under te safeguaris
te maintaln stabilicy, while g somber
countries time o correct adjustaents in thelr balance
of paymonts wdthout resorting o extreme mcasures destrug-

be influentisal in indusing countries to pursus policices
making for an orderly return to equilibrius,

Le The Fund would deal ouly with mesber sovornments

facilities for the sucecessiul fune 3 of the eatabl ished
forelgn exshange instltutions and te free ilaternaticnsl
commerce from haraful restricticns.




the United Nations sad the countries assoclated with
thes recognisze, ss declared ia the Atlastic Charter, the
need for the fullest socperation ameng nations with the
object of securing economic advancement and rising stand-
of living for all. bellove that attainment of
these objectives will be facllitated by international
monetary cogperation, Therefore, 1t 13 proposed that there
be established an Inteamsationsl Stadilisation usd with
the folliowing purposes:

1. To promete exchange stadility, to maintaln
orderly arrangezents smong member currencles,
and to avold competitive exchange deprecia-

2. uwﬂzm”ﬂhuluhu
current transactions smong mesber countries,
and to foster the growth of world trade,

5« To shorten the pericds and lessen the degree
of disequilibrium in the interastional
balance of payments of member countries.

Le 7o reduce the use of such forelgn exchange
restrictions, bilateral arrangements,
mm.‘:ﬂ 4
exchange practices ss hamper
:Iammmmmnmxnuupo-
duetive capital,

S¢ To give sonflidence to wmember gsountries in
tak masures to attain these purposes by
the grovision of setusl and potential support.
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1s The reations of the Pad sbell be conducted
within the tations prescribed below:

S. The Pund shall deal with mesber countries
enly R Shelr Tressury, Ceatral Bamnk,
or other fisesl agencles.

be tiens on the Pund's aceount will be
ted to trassctions for the purpose of

m‘ & menber couniry on s mesber's
ve -n:.: unr;: end 'n_u}-bu'

curreacy frem P und exchange for its

oun “ssceptable® currency or for geld.

Ce With He view to keeping & particuler msmber
currency “avalilsble” the Fund =ay:

i. Torrow ita curreacy froa & member country;
i1, Offer gold o & zember country ia exchange
for its currency.

£¢ 4 currency 1s "aveilable® 30 long as the Frund
bolds any of that surrency, provided, however, that if
the Pund has given motice that its heoldings of a cur-

have becons scarce, that cwrency =may ines Le
av 1e in the Fund only in accordance with the
special provisions of V=5 below:
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¢ A currency ia "scceptadle® to the Mund if
the time mcm:&?whmmu
country represen curreaney demanded ls jpreseatly
needed for making payments in that ewrrency shich are cone
sliatent with the purposes of the Fund. :

Unless the conditions are salved, the gurrency cesses
to bte scoeptable:

&e IF the Tumd's total holdings of the currency
sxeeed 200 pereent of the guota.

be If the Pund's total heldings of the
have incressed by sore than zslgm-to:
the gquota during the previeous montns,

The Pund's heléings of the currency of & count
include its bxm:tr the Severnment securities ?t

the countiry. *

1 sccounts, the Fumd shall
render a report to a meuber country indlecating the effect
of its excessive use of the Fund's resources.

one that 1t will not, thersaffter, ssll
for exghange for the currency of a member
country, but durlng the peried of notice the
Fund sell forelgn exchangs to the member
sountyry for 1its cwrreuney up 1o ths extent of
the
t

be However, wheam the & of the Pund
erﬂothpuddmwu
less than #ix months durisg shieh peried the
-rm-sumu.wu 0 for the
-
than

1%““&. t of not less
12-1 of 1ts quots.

' walve say of the conditions of se-
in Vo3 snd k sbove only with the speecific
the Executlive Committee znd provided that
of the follewing two conditions ia mety
Judgeent of the Fund satisfastery
are belng or will be tsken by the
no-trtm“mhuﬂmw the
sorrect the dlsequilibrium in the

ry's balance of payments; or

I
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the Fund will be such as to mmtqtho ox-
pectation that the excess ¢ holdings
of the Fund can be disposed of within a
reasonable time.

The Fund also reguire the member country to deposit
collateral with tions prescribed
the Board. Such collatersl take the form of gold,
foreign or domestlc IUI’.IQI or Covernment bonds, or
other suitable collateral within the eapacity of

member country.

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

8. A member country agrees to buy back its ouwr-
rency from othumh;thtl;:tm_ 's
- SouUrrency or w 80 as itls omn oupr-
m’ homh“mmiﬁhth.m
This provision shall apply 2‘1 to curre ;
M‘_muommm.w

b. So long as & member's currency is scceptable
it is entitled to ssguire sy LR
’

¢« A meuber sountry desiring to obtain directly or
| the curreney of another member

coun tuuldun{:oul provided it can

&0 so with equal advan p,‘ouqulnunuu-

sble currency by the sale of gold to the Fund.

The local currensy holdings of the Fund shall
be fully transferable to any member country,
subjest to V-l-b and the provisions of the plan.

order to stre n the Fund, member countries
will thair currencies from the Fund under

o
)

a. A member country repurchase from the Fund
r:: gold any part of the lstter's holdings of

be If at the end of stated periods, & menber's
official holdings of plx end free foreign




*

d.

A menber country may not use its control of
capital movement to restrict payments for
current transactions comsistent with the pre-

visions of the or to und the
transfer of hnﬁ‘:n settle of :L’-.it-au.
The Fund declere s ¢ sosrce when it

becomes evident to Fund that the ieipated demand
for a currency may scon exhsust the Fund's holdings of
that currency.

B

.

| a ou is thus declared scarce, the
Fund shall so infors mesber countries and
an oguitable method of o foning
be searce currency. The Fund s also
issue a report e ing the causes of the

sizned '-“!.‘:‘a::‘i t: :t::E.["‘.a' e -
A Mnmth. fund to apportion a scarce

currency rate as an suthorization
to & member co after consultation with
the Fund, to restrict the freedom
it LI Seliniiest 13 ety oF o=

; ' maaner re~
otrh‘hg the demand and ret the limited

anong its nationals the r coun
8 have eomplete jurisdictionm. -

10. The Fund shall make ision for meet its
expenses,as follows: L s

The Fund make & service charge on all
gold and o-l;hm trensactions.
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be The Fund shall 1"{.: charge uniforn to all
countries, st & rate not less than 1 percent

per annum, rnm in gold, against

country on the amount '."r its currency held

R A 1 ko g 8

| shall be levied on the Fusi's holdings
of its in excess of 200 percent of

the gquota of that country.

¢« In case the Fund finds it necessary to bLorrow

’tn m:.tho dnnndi oilltsu-:-hu

an additional ¢ e shall

be e iy the Pt Selfietent Tiiscrsy th
cost of the borrowing.

d. The Fund may levy upon member countries a rats
sbare of the expenses of operating the I'JE
dhulmlmuy.n:rhg‘;ﬂm-
moatpcrm the quota of each country.

W_?hmmuth-uunttbt
of the Fund are imadequate to meet its
current expenses.

VI. Acocounts of the Fund

1« The mometary unit of the Fund shall be 13-5/7
to the ot content
« The shall record and
of this unit.

the par value of the curremcy of
be permitiod to alter the gold
value of the assets of the Fund. Vhenever the ¢

of a menmber country has de iated to a significant
extent, that country must ver to the Fund an amount
of its currency or securities 1 to the resulting de-
ueveny it Siburitise Likoeiase shcerver Toe sievesey
currency and securitles. o

of a member country has apprecisted to s significant ex-

tent, the Fund mmat refurn to that ¢ an asount of

B

2

currency or securities equal to the resul increase
in the gold wvalue of the Fund's holdings of its currency
snd securities

;
E :

und's secount in the currency of a member
country shall be kept at the Central Bank of that country.

representing member countries.




8. ZSach shall appoint
an sl te in a manner deternined by it wmko
shall serve for a period of five years, subject
to the pleasure of their govermments. Ulrectors
and alternates may be reappointed.

a director and

b The Bourd of Directors shall appoint from among
Es members, in a manner to be an
Executive 6—lttn of not less than 11 members.
The Executive Committee shall be continuously
svailable st the head office of the Fund and
shall exergise the authority specifically pro-
vided herein or delegated to i the Board.
In the absence of any member of Executive
Comnittes, his glternate as a director shall

act in his o Hembers of the Executive
Committee receive appropriate remmers-
tion.
2. Inall by the Board, the director or
altornate of each country shall be entitled

cast an agreed upon nusber of votes.

to

The distribution of basic votes shall be closely

related to the quotas of member countries, although not
in hopr:;cuntomm An & iate

mgrhu- mnﬂuul-'mnm be the
following: Each ecountry humm.uml
vote for the eguivalent of each §1 willion of its g

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

quota.

Voting in the Executive Conmittee shall be sccording
to a me to be agreed.

8. All matters shall be settled by a majority vote

t where ifically ided otherwise. Vot
be mc:m to hoir:ht except as follows:

a. In voting on proposals to suthorize the sale
of foreign exchange, sach country shail cast
aﬂoﬂtvﬁun‘dﬂam ts basic vote:

1. athulllthn of one vote for each
‘ million of net sales of its currency
hmrﬂ(urntﬁrwlumtm-
actions in gold), and

ii. the subtraction of one vote for each
million of its net purchases of foreign
exchange from the Fund (acjusted for its
net transactions in gold).

b. In vot on propocsals to suspend or restore
-nor:ﬁp each member country shall cast

ous vote, as provided in VII-8 below.
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the country sball be automatiéally dropped from membersiip
i
mu boumt:udtc;ud.hﬂhgh:tnjwtv

A-hrnnm {thdven from the Fund 1
utu:. ]I.; writing i-t.,o :mm-n will take ctpuf‘g-.‘

which 1s or which withdraws from
tm t an in its omm
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9. HNet profits earned by the Fund shall be distributed
the following manner: '

a. Fifty percent to reserves until the reserves
are equal to 10 percent of the sggregate
quotas of the Fund.

b. Fifty percent to be divided cach year smong
the members in on to their quotas.
l&ﬂmhdioh to each 001:!! .h:u

paid its osm curre or a
the discretion of the Fn:'l{ -

VIIl. Policles of Member Countries

hﬁ member countyy shall determine for itself the
appropriatensss of the messures it takes to lmplement

tm and the provisions of the Fund, except in

B
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such matlers as relate to the hase or sale of exchange.
However, the Fund may mmm uember countries such
action as it regards as :gpupruto with respect to the

ses and provisions the Fund, and e menber country
shall give consideration to such recommendations.

fach member country undertskes the following:

1. Bot to golé et & price sbove the parity of
itnnurrcukm sell gold at & price below the '
parity of its currency.

&. Not te allow exchange transactions between its

currency and the currencies of other menbers st rates
cutside s preseribed range based on the sgreed parities.

8. To nbandon as soon &s possible, when the member
countyy decides thet conditions permit, all restrictlons

on peyments for current internstional ions with
other member countries (other than those ving capital
transfers), enéd not to any additional restrict

(except u ital transfers, or in accordsnce with 10
above) wi “thl of the Fund. The Fund may
make representutions thet conditlons are favorable to
the sbandomment of restrictions.

4. Jot to engage in diser currency arrange-
mo;":ldﬂ'lmmtlucnmmtw

5. To cooperate effeotl with other menber
couatries when such countries, with the spproval of the
!d,mtwadmmrwthwgondm
lating tional movements of capital. Cooperation
shall include, recomsendationcby the Fund, measures
that can appropriately be taken, such as:

8. Yot to or permit ition of
ée lt::..’t securit or““ulmnmu by
n{unk of any manber country l.tlu
restpictions on the export of capi

with the permission of the govern-
ment of that couniry and the Fund;

b To make avallable to the Fund or to the
g?’m of member country sush
— e i T Lo 2 o Ranted
: on orm o s
I B8 Tvestumats of the Betiswsls

of the member country imposing the
restrictions.




