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SUGGESTIONS ON BRETTON WOOUS ENABLING LEGISLATION

The International Financial Council

The United States, if it becomes a member of the International
Monetary Fund and of the International Bank for Reconstruction and Devel-
opment, will have certain powers and will assume certain responsibilities
with respect to these institutions. The greater part of the Bank's loans
can be made only with the approval of the United States and Unitod States
approval will also be required for any borrowings of the Fund in this
market. In addition, the United Stutes will appoint governors snd execu-
tive directors who will perticipate in important decisions of the Fund and
of the Bank. It is essential that all decisions of the United States and
of its governors and executive directors be in harmony with the domestic
and foreign finnneial policy of this country.

Obviously neither the President nor the Congress can devote suf-
ficicnt time to achieve such harmony directly; the responsibility must be
delegated. The body to whom it should be delegated should be established
by law, should be small enough to be cffective, flexible enough to meet
changing conditions, and should inelude representatives of the permanent
ageneies directly and continuously concerned in their operations with the
domestic and foreign financial policy of this country. The Congrecss should
be kept fully informed of the activitics of this body and of the governors
and directors;

It is suggested that this body be called the International Finan-
cial Council and that it coneist of the Secretary of the Treasury as Chair-
man, the Secretary of State, the Chairman of the Board of Governors of the

Federal Reserve System, and the heads of two additional agencies designated




by the President. The Council would interpret general policies to the
governors and executive directors; but it would not, of course, give
detailed voling instructions; It should have the right to recommend
the removal of a governor or exccutive director if he is not acting in
gubstontial accordance with itg interpretations.

The Council should interpret the financial policy of the United
States Government in relation to the Fund and Bank; It should be the
agency to approve or disapprove the actions of these institutions when
the consent of the United States as a country is called for before any
action may be taken by the Fund or the Bank; Its decisions should be
transmitted through the United States governor or dircctor, who in these
special caseg will not be free to exercise independent judgment;

The sort of case in which approval of the United States as a
country is required is well illustrated by the Bank Agreement. The Bank
cannot use the United States subscription, or try to borrow funds in this
country, or guarantee dollar loans if the United Statcs objects, OSuppose
now that the Council informs the U.S. director that it is in accordance
with ths policy of the United States at this time for dollar loons to be
made for productive purposes obroad, and supposc that the dircetor relying
on this infermation votes for a dollar loan., It would be an anomalous
situation if at that point some U.S. agency other than the Ccuneil could
deny the Bank the right to try its luck in our investment markets because
the other agency considersd that such borrowing would be contrary to the
policy of the United States. The Council should be the interpreter of
all United States policy vis-a-vis the Fund and Bank., The Council would,
of course, consult the interested ngencies ond on certain matters the

President before making ite deeisicns. Furthermore, the Council would not
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bind any agency in this country to tcke positivce cetion by npproving of
the Bank's attempt to raise funds here. It would merely indicate that
the United States has no objection to the Bank or the Fund attempting to
raise funds here.

The governors and directors, acting in a manner generally con-
gsistent with the views of the Council as to the financial and monetary
policies of the United States, or in certain matters on specific ingtruc-
tions, should be the channecl through which all negotiations, agreements,
reports, representations, and other non-financial dealings between the
United States and the Tund or Bank arc carried out. And since important
policy actions and decisions by particular agenecies may be required to
fulfill the obligations of the United States under the Fund and Bank
Agreements these actions and decisions should be made efter consultation
with the Council. The Council should be able to obtain such data as in
its judgment is necescary for the guidance of the United States in its
relations with the Fund and Bank, and should have the responsibility of
secing that the Fund gets such information as it may request.

Draft of Provision

"SEC. __ . International Financial Council. (a) There is hereby
cstablished the International Finsnciel Council (hercinafter referred to
as the Council), consisting of five members vho shall be the Seeretary
of the Treasury as Chairman of the Council, the Secretary of State, the
Chairman of the Board of Governors of the Federal Reserve System, and the
heods of two additional zcgencies of the Government to be appointed by the
President. Each member of the Council may designate from his department
or asgency an officer who may act for him in all motters relating to the
Couneil.

"(b) The governors znd cxecutive directors of the Fund end the
Bank ond their alternates, appointed by or on behalf of the United Stuates,
hall keep the Council fully informed of their activities and shall act
in a monner generally congistent with the views of the Council as to the
inancial and monctary policics of the United States. The gevernors and
sxecutive directors shall meet with the Council at frequent intervols, and
whenever requested by thce Council, a governor, or an exccutive director.
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Buch meetings may, in the discretion of the Couneil, be held by the
Council with the governors and executive dirsctors of both the Fund and
the Bank, or with thc governor end executive director of cither the Fumnd
or the Banlk,

"(c) The Council may at any time recommend to the President
removal of a governor or executive director if in its judgment he is not
acting or has not acted in & manner generally consistent with the views
of the:Council as to the financial and monetary policies of the United
States.

"(d) The governors and executive directors of the Fund and the
Bank shall make reports to the Council with respect to the operations of
the Fund and the Bank, respectively, at such times and covering such
matters as the Council mey require. The Council shall annuslly make o
full report of its activities to the Senate and House of Represcntatives
and such rcport shall include reports by the governors of the Fund and
the Bank with respect to the operations of the Fund and the-Bunk, re-
spectively, and with respect to their participation thercin,

"(e) Excopt as otherwise provided in Section _¥* of this Joint
Resolution, the Council is hereby suthorized, through the governors and
exccutive directors of the Fund and the Bank, as the case may be, to
give or refuse the approval, consent, or agrecement of the United States
whenever, under the Articles of Agrecment of the Fund or the Articles
of Agrcement of the Bank, such approval, consent, or agreement is re-
quired before any act may be done by the Fund or the Bunk, respectively.

"(f) All communications or negotiations with the Fund or the
Bank on behalf of the United States shall be made or conducted through
the governor or executive direcctor of the Fund and the governor or exec-—
utive dircctor of the Bank, respectively. Any action which may be taken
by uny agency of the United States Government pursuant to or in order
tc carry out any provisions or purposes of the Articles of Agreement of
the Fund or of the Bank shall be taken after consultation with the Council.

"(g) The Council is hereby authorized, through cny agency which
it mey designate, ond under such rules and regulations as it may prescribe,
to obtain from sny person such data as in its judgment is necessary and
esgential for the guidance of the Unhited States in its partieipation in
the Fund and the Bank or as may be requested by the Fund under Article VIII,
Section 5, of the Articles of Agreement of the Fund. Whoever wilfully
violates ony of the provisions of any rule or regulation issued under
authority of this subsection shall, upen convicticn, be fined not more
than $10,000, cr, if a natural person, may be imprisoned for not meore than
ten years, or both; and any officer, dircctor, or agent of any corporaticn
who knowingly participates in such violation may be punished by a like
fine, imprisonment, or both. As used in this subsection the term 'person'
means o2n individusl, partnership, association, or corporation.”

# The section here referred to is the section stating that certain
actions may be taken only with the approval of Congress.




2. Designation of Depositories

The Bretton Woods Agreements recuire a member to name its
central bank as depository for the International Fund and Bank, Congress
should direct as well as authorize any Federal Reserve Bank to act as
depository or agent of the Fund and Bank when requested by the Fund or
Bank. It should also be made clear that in discharging its responsibility
the Federal Reserve Bank would be subject to supervision and regulation
by the Board of Governors. No Federal Reserve Bank could refuse to act
ent and there would be no need of specifying that they
could be required to de 8o in their capacity as fiscal agent of the United

States.

Draft of Provision
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5. Issucnce of Notgcs

The non-interest bearing Treasury note is a suitable method of

postponing payment on the United States subscription until the money 18
really needed, The Treasury should be able to issue non-negotiable, non-
interest bearing notes and pay them over to the Fund or Bank in place of
currency for the purpose of paying the United States subscription to the
Fund or Benk. Thec total amownt of such notes issued to either the Fund
or the Benk should be limited, however, to the total United States sub-
seription to the Fund or the Bank.

Issusnce of notes to the Fund above the amount of the subscrip-
tion would constitute an undesirable type of Treasury finoncing., While

the possibility of their use by the United States moy be relatively
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harmless, since the Fund is unlikely to accumulate much in the way of
excess dollars, the cxistence of the power would set a bad example to
other countries where similar powers could be used to nullify one of the
most important controls of the Fund -- the deterrent charges levied on
large ond continuous use of the Fund.

To clarify the mechanics of the matter: the Treasury of a
country which had large imports from England znd needed sterling to pay
for them would in effect obtain sterling from the Fund by giving its non-
intercst bearing demend note in payment. It could then sell the sterling
to its domestic importers and rcceive loeal funds in exchange. It could
then spend the local funds for its own needs. In this way it would ac-
quire local funds at no cost other than the Fund's charges which would
be lower than the rates at which Treasuries in muny countries could borrow.
Instead of being under pressure to repey the Fumd, Finance Ministers would
be under temptation to let their indecbtedness grou;

We should do what we ecan to eliminote this potential defect in
the Fund arrcngement at the start. If the United States sete a good ex-
ample to foreign countries in its own legislation, it mey moke its influ-
ence felt,

Draft of Provision

"SEC. . Issuance of Notes. The Secretary of the Treasury is
authorized and directed to issue notes of the United States from time to
time at par and to deliver such notes to the Fund znd the Bank for the
purposes of Article III, secction 5, of the Articles of Agrecment of the
Fund and Article V, section 12, of the Articles of Agrecmont of the Benk.
The notes provided for in this section shall be issucd under the authori-
ty and subject to the provisions of the Second Liberty Bond Act, as amended,
and the purposcs for which securitics may be issued under that Act arc ex-
tended to include the purposes for which notes are authorized znd directed
to be issued under this section; Provided, That such notes shall bear no
interest, shall be nommegotiasble and chall be payuble on demand of the Fund
or the Bonk ns the ensc may be. The face nmount of notes issued to the




Fund under the euthority of this section sghall not exceed in the aggre-
gate $2,750,000,000 outstanding at any one time and the face amount of
such notes issued to the Bank shall not exeeed in the aggregate
%3,175,000,000 outstanding at any one time."

4., Subscriptions

The inactive portion of the United States Stabilization Fund,
amounting to $1.8 billion, should be used to make the United States sub-
scription to the International Fund. There is no nead of continuing «
large United States Fund once the International Fund is established. If
the original subscription is in fact made in notes, this §1.8 billion
should be used first before drawing on any other funds to redeem these
notes. As long as this $1.8 billion is aveilable it would seem unnecessary
to use appropriated revenues raised by taxation or bJrrowing; It is not
clear, but it appears that wnder the latest Trecsury draft the United Statoe
Fund might continue to hold all or part of this §1.8 billion as long as the
International Fund held notes issucd to it by the United Stutaa;

Furthermore, according to the latest Treasury draft if the United
States withdrew from the International Fund or if the International Fund
werc liguidated, the United States Fund would hold $1.8 billion beczuse
that amount would only have been advanced by the United States Fund., It
seems better not to legislate now for such contingencies but to leave it
to Congress to consider, when and if such a gituation arisce, how large a
United States Fund is required.

Although meny of the finoncial dealings with the International
Funcd will be more or less routine in character, there ars occasions, under
the Agreements, for transactions of a more discretionary character involving
pclicy; For this reason the Council should be fully informed of a2ll deal-

ings with the International Fund,




The United States Fund (with the money which will be left at
its disposal after removing $1.8 billion as indicated below) is not only
a convenient and suitable agency through which to carry on dealings with
the International Fund but should also continue to function &8s it has in
the past. In addition to a number of technical operations which it per-
forms, it can be uscd to advuntage to continue or extend special stabili--
zation agrecments with non-member countrice or with other countrics which
interest to us and which are not able to obtrin sdeguate
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essistonce from the International Fund.

WSEC. __. Subscriptionc by United States. (a) For the purpose
of paying the subscription of the United States to the Fund in the amount
of $2,750,000,000:

"(1) The Secrctary of the Trsasury shall withdrew from the sta-
bilization fund established by Section 10 of the Gold Reserve Act of 1934
the sum of §1,800,000,000 and plece it in & special sccount on the books
of the Trensury. The sum in this special account shall be used by the
Secretary of the Treasury, to the extent necessary, in paying the subscrip-
tion of the United Statcs to the Fund end shall not be used for nny pur-
posc except for subseribing to the Fund or for redecming notes issucd under
authority of Section __ of this Joint Resolution; provided that such sum
shall be aveilable until D*c =mber 31, 1945, to meet p payments for adminis-
trative expenses rp\u1rhd by Article XX, Scction n(d) of the Articles of

Agrcement of the Fund.

"(2) The sum of 950,000,000 for paying the remainder of the
uubsvription of the United States to the Fund is hereby authorized to he
appropriated out of any money in thc Treasury not otherwise appropriated,
but gshall not be used except when no part of the sum made available under
paragraph (1) above is available for the purposc.

n(3) Any smount which may be returned to the United States by
the Fund by reason of the issusnce of notes pursuent to Scetion _ of thie
Joint Resolution, not cxcpedina such amount =2& may havc been appropriated
anéd uged for the purposc specified in paragraph (2) of this subsection,
shall be paid into the Treasury of the United States as miscellaneous re-
ceipts; and sny cmount so0 returned to the United States by the Fund in
excess of the amount appropriated and used under paragroph (2) hereof shall
be placed in =nd become & part of the special account provided for in par-
agraph (1) of this subscetion cnd shall again be availeble for the purpose
stated in that paragraph.




L]

"(b) The Sccretary of the Trecsury, with the approval of the
President, is authorized to employ the resources of the fund established
by Section 10 of the Gold Reserve Act of 1934, not utilized undcr sub-
scetion (a) hercof, for the purpose of dealing with the Fund to the ex-
tent necescary to carry out the purposes of the Articles of Agreement
of the Fund. Thu Seerctary of the Tressury shall keep the Council fully
informed with respect to all such dealings. Subscction (¢) of Section
10 of the Gold Rescrve Act of 1934, preseribing a time limitation upon
the exercise of the powers conferrcd by that sectiocn, is hercby rcpenled.

"(¢c) For the purpose of paying the subscription of the Unitod
Statece to 1,750 shares of stock in the Bank, there ia hereby authoriszced
to be appropriated out of any money in the Treasury not otherwise appro-
priated the sum of $3,175,000,000, of which $3,111,500,00C shail remcin
avallable wntil called by the Benk; provided that any cmount so 2ppropri-
ated shall be aveilable until December 31, 1945, to meel poyments for
administrative expenses required by Article XI, Scetion 2(d) of the Arti-
cles of Agreement of the Bank. Any amount which may be returnea to the
United Stutes by the Bank by reason of the issuance of notes pursuant to
Section ___ of this Joint Resolution shall be puid into the Treasury of
the United Stutcs as miscellancous reccipts,.”




