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October 23, 17L43.

There is attached a copy of a menoranium entitled "Severe . .nty
Under the White Plan," nrepared at the Federal ,Reserve Bank of Niew York,
whAch concludes that the plan does not really involve a fundamentfl sur-
render of sovecreignty. The writer had before him only the printed edition
of the proposal for an International Stabilization bod. The folloaving
discussion considers the points ilade by Mhi in the light of the proposal
and also in the light of the cnanges resultir g frea: the confernces with
the tBritish experts.

The nreorandam refutes the idea that participation in the lFund
would involve a "surrcnder of sovereinty" on the basis that a member courn-
try is free to withdraw from its obligations to the Fumnd, an then proceeds
to indicate that this conclusion is a doubtful one. The points whV h are
troublesome for the writer are first, that wlthdrawal becomes effective only
one year after notice is givn, and second, that it is implicit in the plan
that the authority of Congress to regulate the value of the dollar will be
delegated to some extent to the *nJd.

The vriter's general observatins on the sovercignty question are
subject to criticism from several angles. iHis reliance on the right to
withdraw from the Fund as the anster to the "surrender" arumaent is rather
shortsighted. It is not necessary that a nation, to preserve its sovereignty,
refrain from entering into i:ternstienAil agreements from. which it may not
withdraw at will. On the contrary, the withdrawal privilege is an unusual
provision and the real fallacy in the "surrender of sovereignty" argument
lies in the fact that it is based upon an erroneous concept of the meaning
of sovereignty as applied to a nation in the modern world.

Even should the writers approach be considered an adequate treat-
ment of the sovereignty question, his aemar.rndiu could be considerably
strengthened by reference to the Joint Statement by the E.%erts which will
strve as the basis for the work of the drafting cotmlttee, and also by a
better urnderstanding of the powers of the Fund. The conferences with the
British experts resulted in a change of the withdrawal proAision which makes
possible the withdrawal of any member country at any time and it seems clear
that this change would dispose of the writer's concern with the former require-
menit that one year's notice be given. On the question of the delegation of
congressional authority to the :und, the writer is apparently in error. The
provisions in the printed proposal and in the Joint Statement are to the
effect that the value of a country's currency may not be changed without its
consent amd that the gold values of all currencits may not be changed except
with tie a proval of 85tJ of the member votes. Since the United States will
have a veto power over any general change and must consent to a specific change
in the value of its om currency there is no problem of delegation involved.
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The writer divides the obligations and powers into three clasts:
(1) the ability of a member country to obtain foreign exchange from: the Fmnd;
(2) the obligation of a member country to refrain from certain action; and
(3) the obligation of a member country to take certain action. He concluled
that the first group does not involve any interference with national soverai nty
since the conditions wi ch may be attached to the provision of foreign exchange
may be avoided by the member country refusing to accept the excheange. Iis
point that the conditions which may be attached are similar to those customary
in the case of loans seems to be well taken. With respect to the seconi group
he is not quite convinced. Although he recognizes the analogy to trcaties
binnrg a country not to buill battiesnpin or raise tariffs ho feels thaL thlis
plan involve; certain funidamental differe ncs. He states that the policy
obligations assumed by the country may be charged if the PlanI consents, so
that a rlmbetr country's policy is subjecLed to t!e juidment of the PunJd. In
this co pction it should be noted that the Iro:ocal Jaes not envisage cQia5ges
in a cointry's policy by the Fuid unlce Cte country agrees with the change.
Tiis agreenent muct be obtaixed either by the inclusion of that country's votes,
or by the acceptance of the Findi's recoi: ndations. Tie al1o poinhts out tit
the penalty for itthdraxal from the Fnld is heavier than that i volvei in the
abrogation of a trade agree:ent. Althou-> this may be true, it cot & so only
on the bastk that the idvant ges of v Ip crz i -r cog~:en urate] greater than
these pertaining to trade agreemants. T! :i -re ?ct tt t e ti ir group, he con-
cludes that positive action is never rel rdc tut only recormended by the ilAnd.
(It addition to answering Lie question vitl rebpot t tihis rotl of ligati ns
hit coClisicn is also an answer to the iuectiho hle raises concerning c:lg•ss
in the policies 0of wmevbr countrier by action of the ura il.) The e:.ioruurndr.
continues with a brief! disc sticn of vpilr rnivlsiaos of the printed proposal
Wtich fall within: the three categories of poewrr and obligKtie, isoll ea by the

I, (Group 1)--Conditions attoc!ed to loans.

The printed proposal proi les that the Funi co-n not engye. in trais-
actions in a particular currency until its rate had beenl esLQblished wi'th the
ap rOval of the ktuldn nd the :vember country. The writer interprcts this as
mea!qtg that the member country will Lve to accept tile rate dec4 ded upon by
thu Fund. There wa Id b some justifzrition for sucilh aTl irterretation if the
XnA >;ere in a stron" positit pri"or to the establif:hyeit of initial rates.

IHoi&ver, it will not he in such a postin at east util the T or coutries
have reached an ajgreveint with the F\uld on the irital rates. oreovtr, a
country will not have voting rights prBor to tic establztjnc nt of I rate and,
accOrdingly, will be in the saime position 2 if it had not joined thle find,
Toe writer erroneously &iisTajns that >uzh a coantruy wll have voting rights.

( , 2, , par. 2)

The conclusion that tiis gr>- cnl:' irvolvez conditions sitllar to
t. cs iL osed on loair is supported by the vTiter by quothn tihe sections
i.os-ing such cond tio s ulpon a member countr& exceeitg its per'ssible quota



or rapii exhausting its perissible qota. The latter provetfln h L bLee;n
excluded fron tie Joint Statement and the onrmer has been redjced to a oro-
vision thit exchanje mays be provided in additiorn to the perrflsslble luota
under sl:ropriate safgLJarls. (V, 2, ib and d)

LI. (Group 2)--?Llgationz to refrir fromt action.

lie provision that menber countrio, All maitainr, tLe rutos evtbiiihed
by the fund and i! alter the values of their currociQle only a, provided in
thke Ajrte nt is criticized onl tih basl thwt th mnd can chan vvaues *4h a
three-f-Urt-lilu'otev wht ch action ill be roeT ted by the legilatIti v branch of
tie Goverrment. Thl s point is not e!l te-ixe L1 -CC tsi e v.luc ,f a currency 0k4

not 1 > chantged w"t>ot tle consent of toe country coycer.ed. Under existing
law in the United States uch a cihige coal i : t be iade in the value of the
dollar withiout action by Corese. (VIm, 1.)

ThiL sa$e crltic~c is dlirected at the obli:ation rot, to engage in
ex< arigC dealings ~tt oFwill underline the stab lit}' of the rats establ.sheo
by the iund. Even if the crfticVfa were flU 1 %: the forner ca:', it 12 Jiffi-
cwlt to see Its applicabilitZ to this prmi or. (VLI, 2)

.ie :emorandulm criticises te vrov'sion tiipt no yvew restrictions on
foreitn ex-ha:n e transactions wv tk 'xelber countrues will be imposed without the
aflCr val of t-he tJnd on the basis that refusa! t1 ap lrov of :Tcl restrictio s,
ol:oiled with tie obligation to maintu tabin stb ;te, cian force a :eiber country
to use un its exchange reserve. This critici ,s ap ears to be an atttmrt to
justify the use of excilhang cootr>ls as a acd~ o: co. bat, i excha;:e eoblevs.
Ilovrvir, exchan controls are one of the dev-cen which the Fnnd is de-i:ned
to eoii.ouate in the field of current trnmsactio s. (VII, 3, par. 1)

The hobligaticn to kecp the holdings of t i - lind free of restrlctions
as to t!ielr use is m:ade the subject of a fantastic critic! vi. The writer poitts
out that a country wE c!l exhausts its p"nrmiScltle juota jhot fail to pay off its
obligationt to the Fund, in shico case the nd could inluce other countries to
rsthe their piayents to this ienter through the Fund, thus reducing the obliga-
itios of that country, but also cuttino- ion its exchangr rDivts, Xi soch
c',riu:sttnese, he tsates, tie country <h aist to freeze the T\n ljs t lances.
Aithivtgh he is quite right in aa tg tilt a country would r1,h te take action
to reveot such tact4 c , it is difficCli,, if not I., of'ib>, to see how the
fluUd cotlL engfageT is uh tct c: T7Is iS -art' rularly tru, under the Joint
Statreiht MoieL provide!s that the Funmd'e holdiv st ;al hf free only to the
extent necessary for it to carry out the ovoerootir! sp'ciflied in the Agieerlent.
(%Ii, 3, Par. 3)



The provision tri±t remeaters will no> entcr into new Lilatera]
cieartr'g artanje.ents or rmltiple c¢rlency rract ces ,d;ich ''i I retard
thr growth of worli trade is appearctly ap'rnued, hct the writer t+ 1·
that the 2nnd dight have diMfioultt in preventi:~ underhlnd practices v'er,
a remtoer country establI let e.iantittv'e Tmort ->rtr li. t L. difficult
to determine the meaninU of tls obrervatolo. (¥iT

III. (Group 3)--O-liagtions to t[Re action.

'Te >riter fLins no d<iffLculy in con.ctctIi lwith sver .1 of t e
re tra/ents t f Tfis 'nature si'rce trinber countries are only requci red to
co .. sder the requirerment of the Xnd. Tilhe porviions of this typo ara tb se
depi U Sc dit! abandornent of forei.; exchanY restritions, thl handling of
scarce currenceso, an1 tihe Jew of the ]+n& on or,>le: s wtch iu dt cause a
seri'us diseqnIil rilm: in th i e taince of thl >anlvents 0£ :teler <countriic.
( i, 3; V, 4; 6!, 6)

The uriter b>! ccr that th- oblivation to msh 'n!Croitin nd'
ti-e oi ljtio. to adopt aopropriate t e iliati.> are of purely tec]i c]l
s ,I f ~nce. 2his appears to > a scun i C.c C ls; i. ({7!,n 7 r

in connrrection with the provdsi> dealin ·g with the de {ist of c;iVa ers *
teon Li Fnd' hollit> of a particul' curi <c0 e> ctce tihe per:issbhle Niota

of A countr- !oec not cte tshe nitcr ny bu e tt& tI tie
zridInimiht ask for ol, eral after a lon l hi be:ie maite, it ½ • !Frilt

to see 'o< such action col·{o blo- talen. ( 2, .)

a
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SOVEREIGNTY UINER THE ?'ITE PLAN

A brief survey of the literature on sovereignty reveals

that in this field, as in most others, there exist a "classical,"

a "modern," and several other theories. According to one inter-

pretation, sovereignty implies the absolute freedom of action of

the State, unhampered by any kind of restraint. In this sense, no

country is wholly sovereign, least of all the United States, which,

as the Encyclopedia Britannica observes, is more securely bound by

her treaties than any other. A second school maintains that a

country is sovereign as long as it assumaes no obligations ?hich

would prevent it from ultimately regaining its freedom of action.

Under this definition, which to me seems the more sensible of the

two, the White Plan does not fundamentally interfere with sovereignty

because

"Any country may withdraw from the Fund by giving
notice, and its ;ithdraval vill take effect one year
from the date of such notice. During the interval
between notice of withdrawal and thetaking effect of
the notice, such country shall be subjected to the
same obligations as any other member of the Fund."
(VT - 11)

Each country thus preserves thc right to regain its freedom of action,

and hencc its basic sovorczivnty. This is particularly true of coun-

tries that may choose to withdraw while thoy are creditors, which

might be the case of the United States. Such countries would not be

under obligation to make any subsequent paytent to the Fund. The

only question here seems to be whether the one-yuar clause might

be regarded as interfering with the sovereign right to regain

iwrecdiate freedom of action.
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With respect to the Unitud Staten a special reservation

should perhaps be made. Unlike the position in some other countries,

sovereignty in the United States resides in the people, not in the

central government, which is a government of limited powers. Conse-

quently, it may be that what some persons would have in mind in

charging that the Vhite Plan impinges upon our sovereignty is the

thought that no delegation of powers to the Fund by Congress could

be made without restricting the people's sovereignty and violating

the Constitution. No such question arises in a country like Great

Britain, where no written constitution exists and Parliament is free

to bind the country to any course of action in mny and every field.

Whother the power granted to our ovn Congress in the Constitution,

to regulate the volue of the national currcncy, can be interpreted

as empowering it also to delegate the power to regulate that value

(as it would to some extent be doing by subscribing to the ;Thite

Plan), is a purely legal question on which an economist hesitates to

pronounce hims if.

Unless legal opinion should decide otherwise on this

particular point, it would scam that even for the United States,

and certainly for many oth-r countries, an issue of basic sovereignty

is not involved in the Thite Plan. It does not follow by any means,

hoverver, that the obligations imposed by the .htite Plan can be

assumed unhesitatingly. For to assert its sovereignty and to rid

itself of those obligations by giving notice, is a grave step for

any country. To a small country it means the loss of credit stand-

ing; to a large one it implies responsibility for tTecking the

Fund. As long as membership is maintained, on the other hand, these



3

obligations are very serious, even though they do not interfere with

sovereignty. In the cast of the United Statcs, particularly, the

danger exists that any right of the Fund to interfere in our policies

w1ill be used to mqka us, as the richest country, share sore of our

rt.sources with others. It is not innossibl. that such outside in-

fluence might be directly ben:ficial even for ourselvos, in cas. one

assunes thit w: would othtrvdis fail to make use of our full resources.

If, on the other hand, r: are confident of being able to pursue an

intelligent policy of our orn, it seems clear that outside influence

can contribute to our welfare only in an indirect sens!e, in so far

as vwithout conceding such influence we could not expect to have

orderly international relations.

After this discussion of the broader asoects of sovereignty

under the 7ihite Plan, wevi pass to a detailed analysis of the powers

of the Fund and cf the obligations of the nembors. These poeaers and

obligations may bo cllssificd according to th, ftllo'ving three cases:

(a) The Fund offers to sell cxchange to a country provided

it adopts crtiin policies. If the country refuscs, the Fund with-

holds assistance.

(b) M!mbers agr<: not to undtrtake certain steps with-

out the Fund's approval. NJo questior, of assistance is involved.

(c) iembers fgrc to take certain stops, either un-

conditionally or at the Fund's requcst, without there being any

question nf assistance.

In c>se (a) the Fund acts like a banker. It offers money

under certain conditions and the country nay take it or leave it.

Practically all intornatitnal lending in the past has bcen hbased



on this principle. To call the conditions attached to a loan an

act of interference suems hardly justified, although charges of

this kind very probably "-ll be made. Casc (a) is the situation

to which Mr. 17hite repeatedly rcferred at the meeting when questions

Iof sovereignty were raised.

Case (b) is anwl)gous to international treaties in which

countries bind themselves nut to do certain things, for instmnce,

not to build battleships ~r not to raise tariffs. Tho imnortant

differences must be notcd<, h (wcvcr: (1) The policy obligatiaeis

assmwcd under the 'Thitc Pl'm are not unaltzrablc, for they c=n be

set aside if the FunLI c nsr ts. This flexibility is necessary, but

it also creates uncertainties and subjects the niberts policy to

thc judgment of thi Funn. S*iilav1r ele.nts are not involvudQ in an

ordinary international a'.r:c:nt. (2) The penalty for leaving the

Fund is very much heavier than that connected with the abrog'tion

of a trade agreement. Ft-r thse two reasons there can be no question

but that a country's frclor; of action is rastricted cnsdrbly

as long as mmrbcrs ip in :-intuincd.

Case (c), in whiich the Fund t-lls a country to take

c:rtain steps, is at first sighlt tihc net troublesomt, bec'use

interference here has a r sitive instcad of negativo, i. e.j

restraining character. Th fillvwing reviwc if individual clauses

vdl1 show, hn-ewvcr, thAt inlstunccs *f case (c) are infrequent in

th!l 'ihite Plan and that g nr 1ly they have l:-y technical signifi-
cance.
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1. Case (a) - Conditions Attached to Loans

Clause IV-2-a, par. 2 - "No operations in such
currency shall be undertaken by the Fund until a rate
has been established which has the approval of the
Fund and of the membr country in question."

This clause requires a member to consent to a rate which

is acceptable to the Fund, if it wrishes to got money from or receive

payment through the Fund, It is a plain matter of take it or leave

it. The voting rights of tho ncnber presunably remlain unaffected.

This clause can be used to delay operations with a country not yet

qualified to deal with the Fund.

Clause V-2-b - "11nl(n the Fund's holdings of local
currncy and securities Are equal to the permissible
quota of a country, tht Fund mry sJll foreign exchlngc
for such additional local currency only with the
specific approvil of the Board of Directors (of. VI-3-a,
below), and provide d that at least one of the following
two conditions is nit:

(i) In thi judgment of the Fund satisfactory
mcasures are being or will be taken by the country
whose currency is acquired by the Fund, t, correct
the disequilibrium in the country's balance of pty-
mants; or

(ii) It is believed that the balance of paynents
of the country whose currency is acquired by tho Fund
will be such as to warrant the expectation that the
excess currency holdings of the Fund can be disposed
of vwithin a reaspnable tie."t

Hero again the country is required to neet certain

conditions if it wishes to buy exchinge. If tie conditions are too

oner us, it nay do without the exchange.

Clause V-2-d - "When, in the judgment of tho Fund,
a nember country, vhcse currency and socuritics held
by the Fund exceed its quota, is exhausting its per-
missible quota more rapidly than is warranted, or is
using its pendssible quota in a mnner that clearly
has the effect of preventing nr unduly delaying the
establishment of a sruind balance in its international
accounts, the Fund nay place such conditions upon
additional sales of foreign exchange to that country
as it deems to be in the general interest of the
Fund,"
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This is the clausc: which Mollo;s the Fund to impose cndi-

tions upon borrowing as soon as the member has drawn doan the equiv-

alent of its gold contribution. Mr. ihite emphasized the inportance

of this clause at the meeting. No doubt it is capable of giving rise

to disputes, but it can hardly be regarded as signifying interference,

since acceptance of the Fund's conditions is optional.

II. Case (b) - "Don't" Clauses

Clause VIT-1 - "To nmaintain by appropriate action
exchzg rates established by the Fund on the curren-
cies of other countries, and not to alter r exchange
rates except as rrovided in TV-5, above."

This is perhaps tho mast important conmitrnent in the vtole

plan. If all changes of ritos :ere thereby ruled out for good,

there obviously could be n ciarge of interference, any more than

such a charge could be made in connection vrith a trade agreement or

a non-aggression pact. It is equally obvicus, however, that no

c'untry would accept a plan which did not provide for some flexi-

bility of rates. T!i fact that rates can be changed Aith the

cfnslnt of threc-fourths of thi votes (on,-half during th, first

three years) is ttat ciuses the. iifficiulty. The likelilhiood that

this restraint will hc resented is all the greater because in

democratic countries the d.ternination of cxchange policy usually

is a prerogative of th, legislative branch of the government, which

the latter has always defended staunchly against encroachment Wy

the executive or the central bank. Quite likely this attitude on

the part of legislatures wvill no;w be directed against the Fund.

Clause VII-2 - "Nt to engage in exchange dealings
"ith member or non-nmcmb'r countries that will under-
mine stability of exchange rates established by the
Fund."
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No definition of the type of transaction referred to is

offered. The Fund will therefore have to indicate from case to

case what operations it regards as objectionable, vhich may jive

rise to controversies. It is possible that the clause is intended

to guard against unofficial depreciation, which might occur if

members fail to make the official rates effective throughout. In

any case the clause seems dosigned to implement the obligation to

maintain the rates established by the Furnd, sn that the comments

made above ar, pertinent her> alsn.

Clause VII-3, par. 1 - "To abandon, as soon as
the membur colutry dcoidcs that conditions permit,
all restrictions (othcr th-n th:se involving capital
transfers) over f.reign exchange transactions with
other member c untries, and not to impose any addi-
tional restrictions (xct uon cpital transfers)
without the aportoval of the Fund."

The undrlinod part of the claus. is alother obligation

from vihich a member can be relcasod by the Fund. In conjuncture

with the obligation tc maintain stable rates, this claus, nay

become quite onerous because the Fund, by r:fusing to grant relijf

from cithcr, can force a member tc use up its exchang, resrveo.

Claus' VTI-3 oar. 3 - "All member countries
agree that all cf t t oc1 l currency holdings of the
Fund shall be froee from any restrictions as to their
use. This provision does not apply to blocked
fnreign balunccs acquired by the Fund in accordance
with the provisins l f £V-E, abWve."

This nbligation is unconditi -al and hence cannot become

controv:rsial. It prevents a memnbr frnm frcezing the Fund's assets,

which is essential for the Fund's pOcrations. It is n:t unthinkable,

nevertheless, that this clause rmay cause trouble. The case tight

arise, for inst:lncc, vnere a ocuntry, having exhausted its perriissablc



quota, failed to oay off for a long time. The Fund night then induce

other countries to make all their payments to this member through

the intermediary of the Fund. This would rapidly reduce the :nermber's

debit balance, but would also cut down the member t s exchange

receipts outside the Fund. If the Fund at the same time rfuses

further assistance, the mmtbhr vwill find itself in considerable

difficulties. Under such circumstances, it might decide to freeze

the Fund's balances in trder to chack thoso tactics. Evwntually,

the member weuld oprobably b expelled, but moanwhile the Fund would

be prevented fronm recovering.

Clause VIi-5 - "Iot to enter upon any nen bilateral
cleaigai nrrangcr.znts, nwr engage in multiple cpurency
practices, vjlich in the judgment of the Fund would
retard the growth ef world trade or thi, international
flow of Droductive capital."

This clause probably is not particularly troublesome,

because the! pressure to adopt bilateral clearings and multiple cur-

rency practices will never be ,as intense as, fPr instance, the

pressure t, depreciate. The Fund nay have difficulty, however,

t., prevent underhanded practics rlen a member establishes quanti-

tative inpmrt restricti ns. The latter right easily be employed to

camnlize trade toward certain countries.

III. Case (c)-"Do" Clauses

Claus- VII-?. par. 1 & 2 - "Co abandon, as soon
as the mcmber c urntry decides that c: nditi ns prmtit,
all restrictions (oth,;r than t;os, involving capital
transfers) over f reign exchange transactions with
)thdr member cuntris ...

'The Flmri rny rmake reprscntations to ncrnbor
countries that conditions are favorable for the
aband onment of rastrictions over foreign exchange
transacttams and each membor country shall give
consideration s, such representations."
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This clause authorizes the Fund to demand that a country

give consideration to its views, but it does not enable the Fund to

denand any other action. The country itself Js the judge of whether

or not conditions warrant the relaxation of controls. In small

countries it is possible that the expression of the Furnd's opinion

will bring heavy pressure to bear upon the government. In a large

country, the Fund's voice, as Yr. ¥White said, will merely be one

of many factors in the struegle for and against the relaxation of

control. If internally th, parties are wvcnly balanced, the Fund

may tip the scales; othorise its repruscntatiois will remain un-

availing. Nevertheless, it must be expected that the Fund's

ononents will seize upon the opportunity to 'ttack the Fund for

"unwarranted interferenec ,"

Clause V-4 - "When the Fund's holdings of
the currency aA stoCurities of a member country
become excessively small in rlatiorn to pro-
spctive acquisitions and needs for that currency,
th. Fund shall r :nider a report to that country.
The report shall embody an analysis of the causes
of the dopltiin of the Fund's holdings of that
curruncy, a for cast of the prospective balance of
paynents in the absence of snecial measures, and
finally, recormendations desirned to increase the
Fund's holdings if that currency. The representa-
tive of the country in question shall be a member
of the FunJ committee annointed to draft the renort.
This report shall be sent to all member countries
and, if dcnemed desirable, be made public. Memnber
countries 4tgrec that they will KivP! iPrediate and
careful attention to rccommend.i ions riade by the
Fund ."
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This obligation to give "irrrediate and careful attention"

to the Fund's recommendations is restated and anplificd in clause

VII-6, which places upon all member countries the obligation:

"To give consideration 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 dis-
equilibrium in the balance of payments of
other countries."

The first clause is of narticular interest to the United

States as the most important prospective active balance country.

The "report" which is to be rendered under it is likely to cone

somewhat later, however, than the expression of the "views" of the

Fund referred to in the second clause. The rcvort is to be riade

only when currency holdings bicomne excessively snail, i.oe. when

a substantial disequilibrium is already noticeable. The"vicws,"

on the other hand, would bt expressed whenever a policy is main-

tained or adopted which would "sooner or later" bring about dis-

oquilibrium. The very mild pr-ssure which tht Fund ray be able

to exert would thus apparently be applied by stages. First would

come the expression of ,views" - which night not be directed at

the United States alone - and later the more formal report. This

seems a desirable arrangement in viev of the fact that the Fund's

reconmmendations may have to touch upon int*rnal policies and thus

are likely to create somewhat delicate situations. That interests

which would be adversely affected by the adoption of the Fund's

recommendations would raise the cry of "interference" seems fairly

certain, but the Fund nay find support on the -art of these who
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stand to gain. Since the Fund cannot demand more than "consideration,"

ie., presumably an airing of the matter in Congress, it is obvious

that no freedom of policy making is violated by clauses V-4 and

VII-6.

Clauses VII-7 and 8 - "To furnish the Fund v'th
all info.ration it needs for its operations and to
furnish such reports as the Fuind may require in the
form and at the times requested by the Fund."

"To adopt appropriate legislation or decrees to
carry out its undertakings to the Fund."

These two clauses are of purely technical significance and

should cause no difficulties.

Clause V-2-c - "'Ihen the Fund's holdings of local
currency aid securities exceed the permissible quota
of a country, the Board may require the member country
to deposit collLttrtl in accordance with relUations
prescribed by tet! Board."

This demand usually will be coupled with loan transactions,

in which case it would f$ll into category (a). The fund right also

decide to ask for collatcril after a loan haJ already been made,

but presumably it will not dmJrn-l anything that the member cannot

reasonably be xpoectcd to giv,. No narticular problems should

arisc in this connection.

Foreign Research Division
H. C. VW.
September 30, 1943
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4/1/43 Memo re lzal authority of the 1
United states to fulfill its
quota for particijaticn in the
International Stabllization ''und
by transfer of all or pmrt of
inactive A1,300,000,00 in gold
held in the U.S. Stabilezation
Fund

4/3/43 - 1emo to Mr. Luxford froe '"lnskcff 2
and Brenner re legial a:thorlty
for the executive branch of tho
U.S. Governnment to enter into
arreement for pt ose of ·articl-
tln, In th.e ?und.

7/2/4 3 Mlemo re: authorlity of :;'edora]
eseorve Banks a~l:n- in in:ivdual

ca.aclty could .... * d',
drafts and bills of exchange 'or
the prt:->3ed Fund.

S/10//43 1uomorandtuu re: dfl J~tlonr of thle 4
word "soveralcnty"

V/ /443 - Menmoranidum re: cooirehensvo dofI-
nition of the vord :,<overer/nty"

0/2./ 43 Memiorandu:m (with attachment) re: 6
N:Aw York pniernl :eserve memo on
"Soyoreignty 'nder t ,Th'te ";lion"


