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Relationship Between the United Naticns and
~ the International konetary Fund

Vhen the Articles of % of the International Monetary Fund
were drafted at Bretton W s consideration was given to the problem
of the Fund's relations with any general international organisation
that might be created. At that time preliminary work had begun in a
nuber of countries on the establishment of a general political organ-
ization of the United Nations, and in corder that appropriate relations
might be establisbed between such an organiszation and the Tund, the
conference in¢luded Article X, which provides;

"REIATIONS WITR OTHER INTSRNATIONAL ORGANIZATIONS

“The Fund shall cooperate within the terms of this Agree-
ment with any general intermational organiszation and with
publie international organizaticns having specialised responsi-
bilities in related fields, Any arrangements for such cocpera-
tion which would involve s modification of any provision of
this Agreement may be effected only after amendment to this
Agreewent under Article XVII,"

Thus it is apparent that specific problems congerning the relationship
of the United Nations to the Fund must be examined in the light of the
detailed provisions governing the operations and administration of the
Fund,

A question has arisen whether the United Nations has any authority
with respect to the anmual administrative budget of the Fund., In view
cf the provision of Article X that the Articles of Agreement must be
emended if arrangements are to be made which wodify them, the answer to
this question must be found in the Articles of Agreement of the Fund,

The Fund is an autonomous body with specific powers conferred upon
it by the member countries., These powers are vested by Article XII,
Section 2(a) in the Board of Governors with an appropriate provision for
delegation tc the Executive Directors, Wherever it was intended that
an authority outside of the Fund should exercise power with respect te
its activities, specifioc provicion wae made to that effect, For example,
in Article VII, Section 2, methods are specified for rep the
fund's holdings of a scarce currency and it is stated that the Fund may
propose to the a»ember whose currency is scarce that it borrow such
from sources other than the government of that member, but that the Fund

(s




may take such action only "with the approval of the member." There
is no similar language dealing with any administrative feature of the
Fund, Administration of the Fund is left entirely to its management
by the Agreement, Any actiocn of the Pund which would result in the
United Hations exercising authbority over its anmual administrative
budget would not constitute cooperation "within the terms

agreement”, On the contrary, it would be an arrangement which would
invelve a modification of the Agreement and could be effected enly by
smendeent pursuant to Article XVII,

No e vidence has been found that the Charter of the United Nations
was intended to modify the Articles of Agreement of the Fund nor were
any conflicts between these instruments indicated when they were pre-
sented to the various governmsents, An examination of the Charter and
the repert of the Preparatory Commission of the United Nations indicates
clearly that the United Nations has no authority whatever over the
anmual administrative budget of the Fund,

Paragraph 3 of Article 17 of the Charter states:

*The Gemeral Assewbly shall consider and approve any
financial and budgetary arrangements with specialised
reforred to in Article 57 and shall examine the administrative
budgets of such specialized agencies with a view to making
recommendations tc the agemcies concerned.”

The definition of specialised agencies in Article 57 is broad emough
to include the International Menetary Fund, That article providess

economic, social, cultural, educational, health, and
fields, shall be brought into relationship with the United
Hations in accordance with the provisicns of Article 63,

"2. Such agencies thus brought into relationship with
the United Naticns are hereinafter referred tc as specialised
sgencies,"

Article €3, which specifies the manmer in which such specialised agen=
cles shall be brought inte relationship with: the United Nations reads as
followst

", The Economic and Social Council may enter into agree-
ments with any of the agencies referred tc in Article 57,
defining the terms on which the agency concernmed shall be brought
inte relationship with the United Nations, Such
shall be subject to appreval by the General Assembly,
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"2, It may coordinate the activities of the specialiszed
agencles through consultation with and recomsendations to such
agencies and through recommendations to the General Assesbly
and to the kWembers of the United Rations,”

None of these provisions of the Charter confer upon the United
Nations avthority over the anmual administrative budget of the Fund,
Whatever arrangements are worked out between the two institutions must
be by agreesent between them and net by virtue of any authority of cne
over the other, :

The report of the Preparatory Commissicn of the United Nations,
in addition to saking recommendaticns for the administration of the
organization, containe a seetion entitled "Observations on Relations
with Spuhl{ud Agencles” under its discusgicn of the Eecmomie and
Social Council, These observations appear on pages bk = L6 of the Come
mission's reports Although the Coomission did not conclude that the
United Nations has any autherity cver the anmmal administrative budget
of the Fund, it arrived at certain conclusions which seen to be at
variance with the provisions of the Charter, In connection with puara-
graph 3 of Article 17, which is quoted above, the following portion of
the Preparatory Commission's report is significant:

"27« The first part of paragraph 3 of Article 17 envie
sages varying degrees of relationship, from complete financial
integration downwards, mmmmummum
mmernhwpnmmmrmmm
side which should be included in the agreements with the
specialised agencies. It may be convenient, therefore, to
mmmmmmtmu-mmmun
budgets) which is mandatory,

"28, The meaning of the tern ‘administrative budget! has
given rise tc some discuseion, It has been suggested ithat the
use of the term might bave been intended to underline the point
wade in paragraph 26 above, that 1t was the intenticn that the
budgets should bte examined from the angle of goed administration
and not of policy, It has nlso been peinted cut that there is
clearly an area of possible expenditure « such as the relief
operations of the United Nations Relief and Rehabilitation
Administration and the technical operations of the Internstional
Pank for Reconstruction and Development and the Intermational

Fund = which would not be suitable for this kind of

contrasts, It 45 considered that the term ought not to be given
a restrictive interpretation,
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"29. It follows that all sgreements with specialized
agencies should include a provision referring to the power
of the General Assembly t¢ examine and make recommendations
cencerning their administrative budgets, and should alsc set
forth a procedure for its implementation, The Advisory
Committee for Administrative and Pudgetary Cuestions would be
the natural body to make the initial examination om behalf of
the General Assesbly, (See Chapter IX, Section 2, paragraph
6.) The representatives of specialized agencies should have
a right to attend the meetings of the Advisory Comxittee
whenever their respective budgets are under consideration,
Where possible, the recommendaticns of the Gemsral Assesmbly
should be made before, rather than after, the budget bas been
finally adopted by the comstituticnal organ of a speeialized
‘g.w.ﬂ ¢ -

, in
mummmu-mmmwmomu
serious question, The Commission han read the seccnd of the
paragraph as if it were a separate sentence bearing enly a slight relation
tc the first clause, In its opinion the firet clause ecnfers upon the
Gmlumlrthmrumudwfmnmdmm
arrangements negotiated by the Hcomomic and Sceial Council, The seecnd
clause is quite similar to the irst and should be ven the sane effect,
A fair construction of the language 1s that when the Zeonomle and Soeial
Council negctiates agreements with specialized agencies concerning
financial and budgetary arrangesents and sush agreements call for exane
ination by the United Nations of administrative budgets, the General
Asserbly is the body which shall examine them,

It should be noted that the Prepasratory Commission has not asserted
that any power existe in the United Naticns to examine the administrative
bmormuummcmmmorwuum
agencles. Although solely as a matter of grammar such a construction .
thMhmunormwmethuum-
17,uwounmmummumﬂuminmmumgm-
ments and would be in conflict with provisions of other international
agreements such as the Articles of Agreement of the Fund, The Commission
does, however, assert that this second clause operates as a limitation on
mwormmumamuuwmzmuemm
Couneil, Thia construction appears to be unsound, The whole '
deals with the respective jurisdicticns of the Zconomic and Social Coumedl
and the Oeneral Assesbly, It is not a directive to the Zconomic and
Soclal Council to negotiate cnly agreements which permit examination of
adninistrative budgets, If it were such a limitation, it would properly
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appear in Article 63, which deals with the negotiation of agreements,
The effect cf the second clause is to ¢wnfer upon the Ueneral Assesbly
authority to examine budgets presented pursuant to agreements negotisted
by the Econcmie and Social Council, Noreover, the phrase "such speciale-
ized agencies" which is contained in the second clause does not refer to
all specialised agencies, It merely refers to those of the specialised
agencies with which agreecments are negotiated by the Econemic and Social
Council and approved by the General Assesbly providing for examination
of annual administrative budgets,

It is concluded, therefcre, that (1) the United Nations has no
authority over the anmual administrative budget of the Fundy (2) the
Preparatory Commission of the United Nations has not asserted any such
authority; and (3) the Preparatory Commigsion is not justified in its
obgservation that the minimum type of agreement which can be made with
specialized agencies should contain a provision for examination by the
United Nations of annual administrative budgets,



