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April 1, 1943

The question has been raised as to whather there is legal
authority for the United States to fulfill its quota entitling
it to participation in the International Stabilization Fund by
transferring to it all or part of the inactive $1,800,000,000
of gold presently held in the United States Stabilization Fund.

In order to set the problem in its oroper perspective, it
might be well to describe the general character and purpose of the
International Stabilization Fund and to set forth at length the

provisions of the United States statute which deals
with the manner in which, and the purposes for which, the U, S. Fund
may be used.

The International Stabilization Fund has been proposed as
an agency whose function will be to deal with international economic
and monetary problems with a view toward achieving monetary stability
and facilitating the balanced growth of international trade. This
Fund will be created by a group of member countries who will parti-
cipate in the Fund by making payments of gold, currency and Government
obligations, The expressed objective of the and its principal
praison d'tre will be to stabilize the values of the currencies of
menber countries with respect to each other, The principle
in the fixing of the rates at which the Fund will buy and sell the
currency of one member for that of another will be stability in

uchmg.nhtimhipl.
Section 10 of the Gold Reserve Act of 1934 provides in part:

"(a) For the purpose of stabilizing the exchange value of
the dollar, the Secretary of the Treasury, with the approval
of the President, directly or through such agencies as he may
designate, is autnoriszed, for the account of the fund established
in this section, to deal in gold and foreign exchange and such
other instruments of credit and securities as he may deem
necessary to carry out the purpose of this se
audit of such funds shall bec made and a report thereof submitted
to the President.

®(b) To emable the Secretary of the Treasury to carry out the
provisions of this section there is hereby appropriated, out of
the receipts which are directed to '

under section 7 hereof, the sum of $2,000,000,000, which sum
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*fund") under the exclusive comtrol of the Secretary of the
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At the outset it will be observed that the objective sought to be
attained by each of the Stabilization Punds is practically identical,
The International Stabilization Pund deals with this objective on a
broad and inclusive basis, whereas, the United States Stabilization
Fund has been operating in the same field on a less comprehensive scale,
There are a mmber of provisions in the above-quoted statute which clearly
indicate that the proposed action is authoriszed.

(1) Section 10(a) grants the Secretary of the Treasury extremely

"to deal in gold and foreign exchange and such other instruments of credit
and securities as he may deem mecessary to carry out the purposes of this
section®,

(2) Apart from the foregoing, there is other language in section
10(a) which is susceptible of being interpreted to include within the
contempdation of that section fhe designation of the Intermational




Secretary of the Treasury as the agency to
exchange and such other instruments of credit
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For example, when the original act was under discussion, Representative
Williams said, (193L) 78 Cong. Rec. 1016:

The administration of this fund is placed in the hands

of the Treasury Department. The mamner in which the fund will

be used is entirely in the discretion of the Secretary of the
Treasury, and the policy necessarily cannot be ammounced to the
world, It is the intention that the fund shall be sc used as to
stabilize the American dollar in international exchange and protect
mmﬁmthmhaotl&hfmﬂshthehﬁaofm
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Tn 1937 a bill to extend the period of operation of section 10 was under
consideration and Representative Hancock made the following observation,
(1937) 81 cmc Rec, 302:

"There is not much dispute among the committee members as to
the desirability of a stabilization fund. There is, however, a
very serious disagreement as to the mammer of its administration.
Those of you who were here 3 years ago will recall that there was
mmWﬁmwﬁﬂqmmmmﬁmm:m

gives the Secretary of the Treasury by pu 000,000,000
entirely within his control, # # %,

When in 1939, the question of understanding this section was again before
7tvgmﬁat:cllmuu. Senator Thomas of Oklahoma remarked, (1939) 8l Cong. Rec.
4

“The third provision in the bill relates to the stabilisation
fund, Congress heretofore took $2,000,000,000 of the $2,800,000,000
profit made from the former devaluation and created it imto a stabil-
ization fund, and placed that funmd in the hands of the Secretary of
the Treasury for him to use as he sees in stabilizing the

American dollar terms go
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It is submitted in view of the foregoing that there is legal
authority for the United States to fulfill its quota entitling it to
participation in the International Stabilisation Fund by transferring
to it all or part of the inactive $1,800,000,000 of gold presently held
in the United States Stabilization Fund.
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