Meeting of Commission I

July 18, 1944
11:30 a.m.

Dr. White: The Commission meeting will plesse come to

order. We wlill first have the report of the Speclel Conmittee
“ of this Commission which hes just completed its session
this morning. We first have the report on Article I.
Mr. Bernstein: Mr. Chairman, the Special Cormittee
considered this moming e proposed change in wording in
Article 1, subitem (1).
Dr. White: Article 1, Section (a).
Mr. Bernstein: Subitem (1).
Dr. White: I think the document you are referring to
0 unfortunstely 1s not the correctone. The delegates have
before them Document 321.

¥Mr. Bernstein: That i1s the one I had ifh mind.

Dr. White: Peragraeph (a), Article I, page 1, Document

Mr. Bernstein: (reading) "To promote ix'xtzcx'natlcuu\i‘k
monetery cooperation through a permanent institution which
provides the machinery for consultation on internationa’ .
monetary problems. LR ARG

Dr. White: The change 1s the insertion of

"end collasborstion". chind

Mr. Bernsteln: Thnféfi"fiiiiﬁ%




Y. T
Delegate from Colombla: (Speaks 1n Native Ton&ue-)

(In English) == T think, Mr. Chalrman, that paregraph (b)-=
Dr. White: This 1s paragraph (a) of Article I.
vour comments referred to the whole article.
Delegate frmm Columbia: Paregraph (b).
Dr. White: Paragraph (D) Enyone wish to comment
on the recommended change of the Speclal Committee? If not,
the Chair will cell for a vote. All those in favor of
accepting the recommendation of the Special Committee of
of the insertion of the wards, "end collaboration,” after
"eonsultation", please signify by saylng "aye".
(Ayes heard.)
Contrary minded? The Commission accepts the recom-
mendation. Any further recommendations on Article I%
¥r. Bernstein: Yes, Mr. Chairmen, I bellieve that we
heve not yet had an opportunity to report a change in
provision (b) of the same article. It is now proposed
by the unanimous vote of the Special Committee to reword
this srticle as follows: "To faclilitate the expansion
and balanced growth of international tresde, amd to con-
tribute thereby to the promotion end maintenance of high
levels of employment and real income," and the bigger
change comesmax now, "and to the development ﬂm
ductive resources of all members as thm
of economic policy." The Committee was
ing that this was an improvement on the
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"and to the development of the productive resources
of all members es primery objectives of economic pollicy.
The Delegate from Colombila.
Delegate from Colomble: (Spoke in native tongue. )
Dr. White: Mey we have a translation.
Translator: (Speech read, inaudible.)
Dr. White: The Delegate from Colombla has made &
splendid stetement 1in support of the recommendation of

the Speclal Committee and in support of the entire Article I.
Is there any other comment? If not, the Chalir willxeREagx
nize ask for a vote on the recommendetion of the Special
Committee with respect to the modification of the phrase-
ology in paragreph (b). The Specilal Committee has recom=-

mended thaet the words, "and real income" be insertéd end

that 1t read, "and to the development of the productive
resources.” Those in favor of accepting the report of
the Special Committee, please signify by saying "aye".

(Ayes heard.)

Contrary minded, "no"

The report of the Special Committee on the modifica-
tion of peregraph (b) 1s accepted by the Commission. The
next item on the agenda report of the Special Cormittee
1s on the location of offic.‘l. That is in Article M.

Mr. Bernstein: Mr. Chairmean, on page 51
testament, document 32, there are two sl
‘The Specisl Committee row orel
m two ,utmﬂ.




wiio
of the vprincipel office of the Fund shall De decided
by the Fund st the first meeting of the Board of Governors,

shall take plece in the territory of the member

i‘:‘jl ‘ ‘ (“:
having the largest quota." Thet 1s the meeting place.

The selection of the principal offlces 1{s left to the
soard of Governors at thaet meeting.

Mite: The Speclel Committee reports that the
cholce of Alternative A and shall be left to the Commis-
gpecial Committee makes no report in favor

of elther of the alternatives.

¥r. Bernstein: Thet is right, Mr. Chalrman.

pDr. White: Then the alternatives are before you.

Ts there sny comment on Alternative A% The Delegate from
the United Kingdom.

Delegate from United Stetes: MNr. Chalirmsn, on behalf
of the United Kingdom Delegation, T am withdrawing Alter-
native B standing in our neme, end I wish at the same time
to meke it clear thet in the opinion of the British Govern-
ment the location of the Headgquarters of the Fux ought '
not to be considered without reference to the looatia; i

of other internstionsl bodles which will b. Oltl
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that we accept Alternative A, and withdraw our own gmendment .

Dr. White: The Delegete from the United Kingdom has

withdrawn Alternetive B, md has sccompenléd 1t with the

statement which you have heard with respect to the reserver

a &2 Apl e -
tion of his Government. Any further dlscussion. I'he dele

gete from Cuba.
Delegate from Cuba: The (Cuban Delegation moves tie

adoption of Alternative A. We believe that the location

of the princlpal office of the Furd 1s of primery importance

1

to € 1 nations participeting in the rund. We belleve that

not oniy pecause country had the originel ldee of the Furd
but because of the fact that geographically 1t is the
center of most of the natlons participating at this meeting

and finally it is to-day the center of transactions of
international trade, that the offices should be loceated
here. .We also feel that since the amounts to be kept in
depositories, at least in the initlal stage of the Fud ,
the gold to be kept, at least 50 percent, in the country
where the principsl office 1s located. Most of our
governments would like to know, in jolning the Fum, exsctly

where that gold 1s to be inrﬁially located and therefore
we move the approvel of the Alternative A submitted now

to the Commlssion.




@
which reads: "The principel offlices of the Fund shall

be located in the member having the largest guota. Any
sgency with bvrench offices may be established in any

member or members." All those in favor of esccepting that
provision signify by saying "eye". (Ayes heard.) Contrary
minded, "no". 'he mmk Commission has sccepted provision

¥, Alternative A. The next item on the sgenda 1s to sct

on the whole of Article XII. That one provision was e&x-

- 'd

cluded froam previous dlscussion. Now thet each one ol

oY

the provisions have been acted upon and accepted, 1 wan

O
it
%

to put to & vote the guestion of the adoption of the wix

o)
%]

of Artlecle 12. Does enyone wish to commmnt on Article
before I put the matter to a vote?

3. What pege 1s that?

&

Dr. White: Pages 23 snd 24 of the document before

you, document 321. All those in favor of esdopting Article
XII, signify by saying "eye". (Ayes heard.) Contrary
minded? Apparently some of you have difficulty finding
the particular article referred to. It is Article 12 in

the so-called New Testament, pages 23 and 24. I shall

put the vote sgain. All those in favor of accepting
Article 12, plesse signify by saying "aye". (iyes heard.)
Contrary minded, "no". The Commission has sceepted
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Mr. Bernsteln: The Committee is unsnimous
in recommending certaln definitions to the Com-
mission. These are definitions of monetary reserves,
definitions of 1initial holdings, definitions of
convertible currencles, definitions of deductions
from gross monetary reserves to get the officlal
holdings, the inclusion of specisl securities urder
Apticle ITI in the Fund's holdings, the question of
taking certain convertible currency holdings--

Dr. White: May I suggest that you delay that

for s moment.

While you are doing that,

Mr. Nash: Mr. Chairmm ,/I cell attention to the
fact you passed Article XIT and I think the correct
number 1s Article XIIT. Article XIII refers to the
location of offices. Article XIT is to be amended.

Dr. White: The Delegate from New Zesl and cdls
attention to the possible error. The Secretariat
will explain the apparent difference. .

Secretary: We have the difficulty of having two
documents before some members of this conference and
only one document before the conference ss & whole.

The Drafting Committee in {ts labors has turned ocut
the document before some of you snd has s very
limited distribution. The revised draft has no
stand ing because the comrittee has m m

g

» '-mn*wum ﬁ*t"“

=ey
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br. Wnite: Do I understend that the reason
that was not distributed more widely because it
was necessary only in the Drafting Committee and
would have confused the members to have it distributed.
You were correct Mr., Nash. In the mi® other draft
it was Article XIII.

United Kingdom: For the convenlence of the members
of the Drafting Committee who only have the one document
with them, would the Secretery be kind enough to give
the correct number of the document? b4 the St

Lr. White: There are extra coples of 321/ end
if enyone wants them -- Those that do not have 321
before you would you just keep your hands raised until
they can quickly give them tc you? (Document
distributed)., I think we may now proceed. Mr.
Bernstein, would you continue? We are now referring
to Document 417.

Mr. Bernstein: I refer to Document 417 which
is not included in Document 321. The Speclal
Committee recommends unanimously the sdoption of
the definitions that are before you in Document 417,
although they have been working on some slight
modification in wards which do not affect the
principle of these definitions.

Dr. White: Document 417 containing definitions
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and therefore as some other members who have not

geen the draft we should postpone this question

for mother meeting of the Commission.,

br. White: Would the reporter of the Speclsl
‘ommittee Indlicate which sections were changed or,
rether, were any sections changed?

¥r. “ernstein: There has been before the
Speclal Committee for its consideration some verbal
chamges in these definitions. Apperently I was in
error in reporting that the Special Committee weas
unanimously in fevor of the principles embodled
in these definitions as they are reworded by the
Speclal Committee. I had been under the 1lmpression
after discussion this morning that everyone was
sgreed on the definitions. We have discussed it

.

there but I don't press the point. If the Delegsate

from Soviet Union wishes to reserve any of these
definitions until & finel draft from the Lrafting
Committee has come forward, I suppose 1t ought to

be done that way. Sl
Qe Would it be possible - X£ changes been

made in all sections or only 2 or 3 of them?

Mr. Bernstein: There have been slight verbal
 changes 1n one or two of thes but if this Commission
eres to the peioetple of ese defiaitions
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Seocond part.

DR. WHITE: What 1i» before the Commission now is the

acceptance of the principles as stated in Document 417, with

ate will have the opportunity
if they do

ralsing & question 1I the Araft-ffff not find the draft

the possibility that any Deleg

of

in accord with the prineciple,

WHITE: Point 7 on page £ f the document

yay 1 refer to point 7 on page 2 of the document.

...
5
ot
o
-
.

on page 2 of the document of 47 A, reference 1s made at this

point to other documents, to the American proposal and pro-

Proffssor Robertson., HNay I ask have these been

b

= .
Das e

¥r. Chalrman, the very next nusber 18
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the document which 1s referred to above., The Special Cozmittes
had agreed on substantially is No, 8 with some minor restrie~
ttonswhich will make it a little simpler. The principle

under 8 following what is referred to in No, 7 and 1t reads
unanimously in the Speclal Committee on some slight m .
but does not change the principles involved.

DR, WHITE: Is the Commission to understand that the
refersnce matter in 7 1s merely preparatory to the "
which 18 embodied in 83

UNITED STATES: That is right,. :

DR, WHITE; That in order to understand wh
is recommending, it 1s possible to w |



i{s likely to be somewhat briefer

of 8 adopted by the Committee,

than what you see before you, though longer than what 19

alluded to in my suggestion., It 1s {nteresting, but I think

not very relevant,

DR, WHITE: Then parsgraph 7 may be ignored for the
purpose of examining the report of the Committee,. The state~-
1 re-word

ment has been made that the drafting committee wil

paragrsph 8 and will introduce some minor modifications which

will shorten, somewhat, the list.

CHINA: At the meeting of the Special Committee, I nad
suggested that this list of "ocurrent transactions™ should
tnclude immigrant's remittances, I find it excluded, but .
think the Committee may have a good reason for excluding that
ttem 1n that further part of immigrant remittances ars coverad
by other agencles, such as, income from business, such as
payment for personal services and income from business that
really constitutes the major part of remittances {(immigrant).
If the Committee omitted that item of immigrant remittancee
on the understanding that they are coversd by various other
items, they are submitted before us -- then I would sccept
this addition,

DR, WHITE: The Chair will venture the opinion that the
terz "ifmmigrant remittances™ already has a vory definite
meaning in the literature of the subjeot and I would doudt
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country == the home of his origin == was a "ocurrent trans= .

sction®™, 1f that remittance was not for the purpose of trans-
ferring capital in the evasion of any regulations of the
country from which the remittance ls made. == if not for the

purpose of indleating regulations on caplital transfers,
1f that be
DR. WHITE: Then the Chalr will submit that/the interpre=
tatlon of the Speclal Committee and the recommendation of 1t,
that will be the will of the Commission, It would be gquite
unfortunate to leave that out because immigrant remittances
would
mean something definite =-=/give rise to dAifficulties later.
UNITED STATES: The definition that has been adopted ==
before you
the one xhat allows for the fact that 1t 1s imposalble to cover
every transaction in a list, It is intended to cover trans-
actions of which violation in the form of capital tranafers
hidden as "current transactions™ cannot easily take place,
No one doubted for a moment that immigrant resittances as
definéd by the Chalr are current transactions. BEverybody
agreed that it 1s possible to abuse such an 1ten and use it
for capital transfers., Without including in the liat it 1»
nevertheless covered by the concept of other transsctions which

the Furd would regard as "current.®
INDIAs Mr. Chalrmean, I would like to have one polat

clarified by Mr. Bernstein., I am referring to the Mll "
of Dooe 417, the last item-- Item No. 8., “"Other

such as reasonable amortization and
Pund may from time to tise regard as &
current acoount,® If & member
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UNITED STATES: It was the intention of the Committee
to regard a payment of 1/20th of an obligation dus tn 20 yeare
a8 reasonable amortization and be regarded &8 & *current
transaction.® The rest of that sentence “other payments, eto.
18 intended to cover Just such cases AN tmmlzrent remittances.
INDIA: A further point 1s that 1f the lban is to o

repald in the after 10 years, the payaw t of that susm on She

tue date == will that be considered a “ourreat ¢t ransect ionf™

for that year,
UNITED STATES: I should mske 1t clear that this 118
1s not restrictive of & country's right to make any type of
transfer of capital repayment of the debt out of thelir own
resources if it wishes, This list is supposed to be & 1188
which will goverm, but without limitation, those trenssctions
which are of & current-sccount nature and on whioh the restrie~
ton of payments other than during the transition without the
approval of tiw Pund, camnot be undertaken unilasterally by &
countrye A payment of & very large sus in one lump == &n
obligation due on & 20-year bond «- would be regarded, 1 presunse,
a8 & 8p2 capital transfer, Whether 1t should de regarded ia
that single case as reascnable ssortization i sore than I san
say. lchfunn opinion i¢ that it doesn't fall within the
rélcation
concept/which 19 & series of paysents. :
DN, WHITE: Por purposes of further

the Chair understand that 1a the last m m

gg_}f: 10
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UNITED STATES: It is that definition which 1is without

limitation, as you will read in the first 1ine of the first

sentence of eight: IRXARXAZ "International transactions
ter still, current international

out 1imitation."

on current account (or bet

transactions) shall be deemed to include, but with

)

Therefore they can be deemed to include 1if they would, immigrant

remittances, X
DR. WHITE: In other words the Fund would have determinatlon
of inclusion or exclusioneeee
GREECE: As immigrant remittances have great importance
with regard to countries, I would like to have the interpretation
that an income which is the result of business in a country
will not be treated in a different way/ 1If this income belongs
@ﬁ; to an immigrant or to any other persons. We provide here
that payments due as interests agg loans, dividends agg
securities, income from other property or business ought to be
considered as current accounts, Now if this business belongs
emigrant
to an immigrant there is no reason why the income of the
immigrant
emigrank will be treated in another way as if the business
belongs to any other national, On the other hand, in paragraph
2, we say YHZf payments due for personal services., If a
remittance is derived from personal service of an immigrant,
I don't see how thls remittance would be dealt with in another

manner because this remittance comes from an inugrant. I

think that personal services -- payment for personal lm
or from business -- whether they belong to othor M
imnigrants, mist be treated the same m. Y

DR. IBITEs I think tha.l rotorl oal.: h

mu'otcro, I de not uo tho ™
b :ﬁ«ﬁer! et .

'f.'» u R




nt remittances means
I presume the immigra e

y to a/foreign

DR. WHITE:

either thet a family at home 1s sending mone
country or the son in the foreign country 1s sending money

home.

GREESE: Either waye.

DR. WHITE: With the explanation that ixxkbm has been

offered by the Special Committee that that would be included

{n"current transactions" unless they are of a character or

magnitude which, in the opinion of the Fund, become capital

movements, and the jurisdiction with respect to the interpretation

of the movement would rest with the Fund., Is that the correct

statement of the Special Committee?

UNITED STATES: I think that is the view of the Special

Committee. '
our

UNITED KINGDOM: I have been informed by fMg/representative
is being

of the Special Committee that this page/ke re-considered.

In that case, is it useful for us to discuss 1t.

DR. WHITE: The Chair might state that the difference

between the re-drafting -- no change of substance, Jjust change
in the wording -- so if the delegate wishes to ralse the
question is it a change in substance, it would be in order
for the guidance of the Brafting Committee.

UNITED STATES: The reconsideration that the Special
committee 1s giving is not whether something "A"™ or something
"B" 1s a "current transaction." There i1s no difference =--

no real difference of opinion on that at all. All that the

8pecial Committee 1s seeking to do 1s to find a way of
1n fower words what we are all agreed on. I think it

ate from
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first, but so far as an 1mmigrzp§frem1ttance is concerened,

if 1t is not merely so-called b§£ is intended as a transfer of
capital, if it is not merely a remittance in the way

of a one-sided gift of nominal amountyg, but in fact a hidden

"
capital transfer, it cannot fall under "current transactions.

fii If 1t is one-sided, not intended as a capital transfer, it
would be a "current transaction.®™ We leave to the Fund the
question of the very narrow point. XX
FRANCE: (Speech by Mendes-France in French)
The Minister of Finance of the Provisional
Government of the French Republic said the following: =
He thinks that it is necessary to send the question back
to the Special Committee and not to the Drafting Committee,
/.\ because there are problems beyond mere problems of wording

and drafting. There 1s an important question of sub-
stance which is involved. The Frencl Delegation, when
the question will be referred to the Special Committee,
is planning to present a new proposal. The problem may
be stated as follows: In this question of defining
"Current transactions"™ we are facing two contradictory
risks. On the one hand, we might have a definition ==
too short a definition == too restrictive == and in that
case that would put an obst,aé'i..b'- to the development of
transactionse On the other hand, if we have a risk S
which is too extensive, we have another risk, M’l’h .
that this would be against the interests qg
ment of cortain oounpricg which have tg
tective ueuuru in ordu' to %m&»
of tho balance Qt th‘ia'l'

,'_mn ot
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it is not possible to draw much from the Fund and

because in that period it is natural that some

controls, or possibly many controls, will be kept,

but later on we can envisage the possibility of

widening or broadening this definition of "current

transactions™ because 1t would be possible then

first
when the/needs of the reconstruction have been

satisfied -=- will be then possible to have more
things included in the conception of "current
transactions", and on the other hand, it would be
possible to loosen somewhat or much the exchange

controls. So this is the way in which the French

Delegation thinks that the problem might be solved.

And Mre. Mendes-France thinks that this conception

should be embodied in the text.If and when the question

is peferred to the Special Committee, the French

Delegation will offer a text along these.lines.

DR. WHITE: The Chairman sees that there are two questions
before the Commission.

FRANCE: Mr. Mendes-France wants to state that what has
been said refers to the period following the transitional
period.

DR. WHITE: Apparently there are two questions before the
Commission. One has been raised by the Delegate of the French
Comité,namely, that the definition be modified in order to
make them more restrictive during the earlier period. The

Sagil

other question before you 1s whether to accept the gener £ %
M A g

o

principles and framework of the def1n1t10n311n4
; S e , ¥ Goles
to a drafting committee for possible modifica




" Q-

sufficient clarity of direction to the Drafting Committee

so that they would know how to proceed. I think that question

has to be settled by the Commission before the matter 1s

turned over to the Drafting Commi ttee.
UNITED STATES: I submit that the suggestion of the

Delegate from the Provisional Government of France does not

covér the point before us. The reason 1s this. There is no

measure of need by & government which can reflect whether 2

transaction is or is not currente That 1s a matter of facte

What the delegate 1s proposing is that during certain periods

governments shall have the right to restrict certain trans-

actions. There is no difference of opinion between us on that
at alle A procedure is already available by which every trans<
action covered in this deflnition may nevertheless be subjected
to the control of a member governmente. Those provisions are
first during the transition and second; at any time with the
approval of the Fund. I can see nothing galned by setting up ,
a definition of Zcurrent tpransactions" which shall apply during
the first three ye-rs of the Fund, another definition to apply
during the next three years, and finally, another definition
to be applied thereafter., We shall never settle the problem
of dealing with these restrictions by attempting to do it
through a definition of "current transactions."

COLOMBIA: (Speech given in Spanish)

The Chairman of the Delegation from Colombia utatti
that i1t 1s in agreement with the positien ttkdl.br;“;§

Delegation from the U.S. with regard to fh@ 6 %,;J,.t

of some transactions. The Dologato tron
be opposed to & definition which roude
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i1tion periode
tion

for machinery to take care of the trans

Should the proposal presented by the French delega

be accepted, the Delegation of Colombia would have to

for provision for
conditions

definition
a speclal ZAEFHREAARYIFA should the JEFL L YAE  1n

1ar countries change, not in the

also present some reservation asklng

Colombia and other simi
period immediately following the war but immx in the

years afterwards.

UNITED KINGDOM: I should llke to add my voice to those

that have been raised in objection, attempting to handle thés

problem along the lines suggested by the French Delegatione

What I think the point of substance was -~ that the Delegation

from France was making =-- wés this, that in the first few years

after the transition period those countries which are still
ree

a
administering exchange control over capital movements may ﬂ%ﬁd

to administer them very strictly, while possibly at a later

date they may find it possible not to administer them so

strictly, not to require them meticulously as to whether 1t

does or does not xngnxxnxnxpxx;ixxxxnxinx contain elements of
That 1s true and may be all too good, but you

capital nature.
cannot hﬁndle that in a way in which controls are administered
by ettempting to define in advance that in one period certain
things shall be regarded as being of a capital nature and being
of the period which shall not -- It 18 hopeless to deal with
this problem by having two different lists tortvoxdiffoilhtﬂ
periods. It is a problem of administration of °°“’°1,3,m e
a problem of defining what 1s or is not a qmitﬂ.“y!‘ .
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hdve a flexible system for the definition of Rurrent trans-

actions" and this flexibility should be timed with the evolutlon

of needs end requirements of countries. The needs will be,

at first, such that they will requlre a limitation of capitsl

export, but gradually it will be possible to facilitate inter=-

national movements of capital and to give more elbow room
to operations. Therefore, he suggests not several definitlions

and he insists on this point, but he would accept that there be

e 1ist which has to be revised in the Speclal Committee, but

the Furd should be given the power to revise the notion in the
daily reutine of its work =~ the notion of current transactions ==
and would gradually enlarge the number and type of operations which
he regards as "current transactions? Now Mr. Mendes-France

has noted the reference made by lNMr, Eernstein to Article Viidsy
section 2, on page 18, concerning restrictions on current

payments. This Article says (Subject to the provisions of

Article VII and XIII, no member shall without the approval

of the Fund impose restrictions on the making of payments, etce)
Mr. Mendes-France thinks th=t this Article is probably too
strict and does not give enough room to the countries and that
is why he would not have the type of presage at least.

DR, WHITE: In light of the interprebation which the
Delegate from France has offered, it would seem that his point
1s already fully met in the provisions which are here . In:;
section 8 it says "International Transactions eto;' In o"h

words the Fund 1s given degrees of rlexibility'uhieh
seem to me to meet the point of the Franoh Dblogn'

32

UNITED KINGDOK: We sre und-r a gmt-. a




mitted for the approvel of this Conference. I repeat agaln

that the right way of dealing with the problem raised by
Prance seems to me not to give the Fund power to redefine

from time to time what is capltal movement and what is not

capital movement, but for international exchange control

when they are able to do so to interprdate more liberally

there own national pegulations which they are entitled

under the statubes to impose upon movements of capital.

If they choose to relex those regulations in the course

of time, that is all to the good, but there 1s no reason

it seems for the Fund to redefinefd what is a capital trans-

action and what is a "current transaction" and it would be

most dangerous to allow any such powers

DR. WHITE? 1In view of the ample discussion on this point
which has taken place, the Chalr will attempt to obtain the
will of the Commission. Apparently it is suggested that the
metter be referred back to the Specilal Committee == that the
Specisl Committee make such modifications for the Drafting
Committee == or rather the Drafting Committee make such
modifications for the Special Committee == and that it would
come before this Commission in drafted form and that the
members would be in a position to consider the matter more
intelligently. I am therefore going to ask the will of the
Commission, whether that is the proper procedure. mm
in fgvor of referring it to the Drafting Committee == e
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UNITED STATES: Would 1t be possible to rephrase the

point///Pdf put to the Commission in this form: That the

Commission ppproves the princlples in the definition and that

the Draft will then be submitted by the Specisal Committee

to the Drafting Committee based on these principles? The

final text of this will be included in the document which
His point 1s

will ultimately come before them anywaye. /To approve the
principles recommended by the Special Committee which will
send its x® documebnt to the Drafting Commlttee.

DR. WHITE: That the Commission accept the principles
as enunciasted in the recommendation and that the matter be
sent to the Drafting Committee for such modification as the

Commission has indicated would be satisfactory. All those

in favor of =====
T still don't understand

UNITED KINGDOM:/ What you propose, Will it come before
the Commission in any form or not?%

DR. WHITE: It will come before the Commission in its
final drafted form.

FRANCE: What Committee doe§ it go before?

DR. WHITE: We are now golng to accept the general
principle -~ whether the general principal as stated in the
recommendation of the Special Committee is acceptable to the
Commission. If mmy they so vote, it will then be referred
to the Drafting Committee for such modification as they deem
to be desirable, It will then come before this Commission.

.3 I understand Mr.Berstefin's proposal to be a .

slight modification of vhat you are luggoating$i

§!“nng{1§yitpd_t9 acoept.tho‘gg;no;ploq aaﬁ th'
g0es to the Spectal Comnittoe which n
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precisely does this Commission approve the principles?

?2: Then the document will go to the Special Committees

?: No, the Special Committee will send a document
involving these principles to the Drafting Committee. The
Drafting Committee will embody the text and will bring it before

‘ this Commission.

DR. WHITE: Does it go back from here to the Special
Committee or the Drafting Committee?

UNITED STATES: It doesn't go back to the Special
Committee at all for drafting of the points. It is not any
longer, after this Commission votes, concerned with such

questions of principles as the Delegate of Rmnce ralsed.

It 1s now concerned exclusively with sending a document to the
" Drafting Committee Emkmdyimgx with the principles embodied

here,

DR. WHITE: Are there any other Delegates in doubt of what

the question 18?7 Now we are going to call on the vote of the

Commission to determine whether or not they accept the principles
as recommended by the Speclal Comtih ttee and that a document
be referred to the Drafting Committee for modification.
FRANCE: I wanted to know, however, how should I vote
when I support the general principle of this text, but if I
want to have substantial change in the form? That is why I
hoped 1t would be possible to accept the principle, but to
send 1t back to the Special Committee to get a ohanée in the
foom before going into the Drafting Committee. e
WEITE: If the Delegate from Franoo hn r-ro:-mo ‘&
slteution of rom md not ﬂbs;mc, I;‘_‘,
ehns qunticn baton bho ‘ st




nizance of the desires of the French Comité

tion take cog

and make as much progress towards their objectlve as i{s possible

without introducfing any great change in substance.

NEW ZEALAND: The Xmdm 1dea 1s that we approve the
principles as they have been enunciated by the Committee fhils
and in the report, but there are poin

al Committee that want

morming, ts which have

already been discussed by the Specl

slight clarification, Might 1t not be possible for us to

approve
improve the principles and instruct the Special Committee to

clarify the points, then send 1t to the Drafting Commlttee.

andxikexRpEziaixfomxities The Special Committee would not then

have toc report again.
DR. WHITE: All those in favor of that procedure, signify

by saying aye. All agree. Then that will be the procedure.
o The next item on the agenda is the emergency provision, Will

the Special Committee please report.
UNITED STATES: Mr. Chairman, the Speclal Commlttee con=

siders the problem of measuresthat might be needed to take
care of emergency situations, May we request Mr. Luxford, who
sat with our Committee, to go over this point, and explain

to the Commission what is involved.

LUXFORD: Mr. Chairman, I believe that everyone present
at the Special Committee had a great deal of sympathy for the
original préﬁssal of the United Kingdom that in an emergency
'of one character or another that might arise which would
requir9 action on the part of the Executive Director f; meet iﬁi

even though that actiog might go Beyond the narrow text of

document before us for consideration at this time. How




rather than in precise terms. In the event of an emergency

which threatens the operations of the Fund in whole oT in

the executive directors by unanimo

more than 120 days any of

substantial part, us vote

may suspend for a period of not

the following specific provisions. At this point would be

rating provisions which might possibly

. 11sted the specific ope
ontinued by 4/5th's vote

Such suspension may be ¢

of the Board of Governors for a period of 365 days but may

be involved.

not be further extended except by an amendment to this agree=

ment., The executlve directors or the board of governors, as

the case may be, may 11ft the suspension. The theory being

that it might not be des#irable to glve the executive directors

the right to we-write this provision, and still it might be

perfectly all right for the executive directors by unanimous

vote to agree to suspend & specific operating provision. In

using that word in a narrow sense to distinguish voting gquoteas

on which the executive director would have no such right but

on preclse operating provisions such as the re-purchase provision

and the right of access to the Fund, those would be the type
of provisions which the executive director might by unanimous
consent suspend temporarily.

DR. WHITE: You have heard the recommendation of the
Special Committee on thls emergency provision. Is there any
comment ? '

UNITED KINCDOM: I should like to advise the comd.sad.on to
accept the report of e
with the explanation of MNre Lnxford.

as*wi”

had some doubt as to whpther it was qﬁiﬁt"

ﬂ..'li,a E}H

the rutnro what we are dem‘ wouli
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1f it was to give effect to the workings of the Fund to

reated the objection that

alter
oint substan=

modify the Fund. That obviously ¢

the executive director might have power to app

tially what the document intended, and the suggestion has come

forward from Mre. Tuxford that we will arrive at the same thing

in a slightly different way. That if an emergency 18 created,

(inaudible) I agree with him thoroughly. (inaudible)

and the proposal of Nre Luxford is going to work out exactly
as we had in mind.

DR. WHITE: The United Kingdom urges that we adopt the
rccommendation of the Special Commlttee without further

reservation with respsct to the special provision. I8 there
any further discussion?
I suggest

NEW ZEALAND: /Mre. Luxford and bthose working very carefully
wateh the effect of Article VII, or whatever the number 152°w
on amendments, because there may be some provisions in that
Article which would be affscted by what they are proposing to
do nowe

DR. WHITE: Do I understand that the Drafting Committee will

exercise care to see that there iski't mo@ification of any other

provision,

NEW ZEALAND: There is a provision in the agreement for
1ts provisions to be amended under certain conditions and
we want to watch that the amendment proposed and cnrried #

by the directors may be all inorder and mey not be tendlaﬂ

for,

UNITED STATES: He has thoroughlz oonm-i
That is specifically what 1s .ut.e.; “The
of nny informal method or na
DR \mxm e cmx
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ial Committee on Emergency Amendmentse
ostponed slightly

recommendation of the Spec

Gentlemen, we have asked for the dinner to be p

and I think we can get through in about ten minutes, but we

shall not carry you beyond. It is now 1:25., We shall not carry

you beyond 1:40, whether we finish or not, but I think we can.

The next item is F
‘ /The adoption of Article XVI, which is the Article relatling tO

amendments, which the Delegate from New Zealand has Jjust referred
to. Document 321, page 25 and page 26. Any discussion of that
amendment? If not, the Chair will put the question to the

Commissione All those in favor of adopting Article XVI, dealing

with amendments, signify by saying "aye"™ (Churus of ayest
Contrary-minded, please say "no", The Commission accepts the
report on Article XVI. The next item deals with the obligations

0 to sell currency for gold. Will a Speclal Corhmittee please
report on that? Page 13 of Doc. 321.

UNITED STATES: Mr. Chairman, this provision deals with the.
method by which the Fund may replenish itsholdings of the scarce
currency., It is quite clear that it was the lntention of this
Commission that when such a contingency arises the Fund pass

sells
paysxr® gold to a member and the member would be obligated to

buy that gold with the currency that is scarce. It has occurred
to many that the statement that we have, while clearly under=-

stood by the delegétes that have been working with it, is thed—

4+b—+8 not clear enough, so that it wi&i-be understood by thoao
who will have to deal with it later. It is 1mposa1bls to lak
the future managers of the Fund to be bound by ik tho arnl 5.
statements of this COnrarenco, and, thoroforo, thm
Commi ttee recommends that aubneotion 8 or :



point?
FRANCE: For clarification in the s entence "buy that

currency from that member with gold! Has the country the

right to decline that?

If I understand that this calls for a change

DR. WHITE:

in substance =-- that it was the understanding of all the
purchase the currency

delegates that the menmber was reaqiired to
with gold, and that 1t is being made implicit 1in the statement,

in view of the difficulty of future persons to know what the

general understanding was, so that the statement would now read:

®that the Fund may require the country to purchase its currency
I mean for gold."

with gold4" The Chair will put the question to vote.

NEW ZEALAND:
I can't find the reference -- there is a reference in the

There is one other point, and I'm sorry

agreement which gives the member the right to buy gold from

the Fund, but if you exerclse the two -== he's got to sell =--==

and now he turns arouid and says "Now I'm going to buy"

There is a power under certain circumstances that a member can

exercise by using gold to buy currency from the Fund., I am

wondering wither the fund will be required to buy the currency

from him with gold. Then he says 2I'm going to buy some

currency with the gold. That point it would be difficult to

worke.

UNITED KINGDOM: The reference he is talking about is
Article V, section 7(2a), which entitles the member to repurchase
from the Fund for gold any part of the Fund's hoidingl of its




make a scarce currency in the Fund somewhat scarcer. I

don't think there is any real problem there at alle The

problem we have 1s the overrlding problem that the Fund
must be in a position to replenish holdings of scarce

currency. To @io that 1t must be able to buy the currency

from a member with gold and the member must sell the currency

for gold.
except

NEW ZEALAND: I accépt that under the wording desired

in that the member is desired to sell the currency of its
country for gold but there is this other provision and this
positively states "the member must repurchase from the Fund
for gold and part of the Fund's holdings for currency."
You can't have those two transactions and expect 1t to be
properly adhinistered. I am only suggesting that what is
desired can't possibly be carried out.

UNITED STATES: That can be taken care of very simply.
A member may repurchase from the Fund for Gold any part of
the Fund's holdings of its currency in excess of 3/4 of its
quota, or, if you wish, it can be done by saying a member

Fund's

may repurchase from the Fund for gold any part of the/holdings
of currency provided it had not been declared scarce. &

LUXFORD: I think what you may need is "provided that
such purchase does not reduce the Fund's balances of such
currency below the necessary working balances." That is the
language you have used now or have contuplatod,nm in

section 24 in order to replenish the Fund's balances

they are below working balances. Now you have |
right to purchase back its gold providing it
the Fund's balances of sughgalpgqajgg'
balances,



" any delegate wish to comment

- 48 -

be accepted and that the Drafting Committee be instructéd
that the other clause be brought into harmony with this

one. The Chair will call for a vote on this provision.

All those in favor of accepting the report of the Speclal
Committee, (on (11) of section 2) please slgnify by saying:
"aye,"™ (Chorus of ayes) Contrary-minded. Then the

Drafting Committee will please have in mind the modification
of that statement in order to bring it into harmony with the
other provisions. The final item of business is item 9.
Please turn to page 18 of Doce 321 == this 1s the final item,

and you have five minutes to get to dinner,

UNITED STATES: The Special Committee has recommended
thaglgéfer back to the Smmmikker Commission this k=
impo;fant problem. The last sentence of section 2 of this
Article reads: "The Board should select, etc,™

A number of delegates have felt this provision would make

possible the concentration in one person of the three important
executive offices of the Fund, That is to say, the managing
director, the chairman of the executive directorate, and the
chairman of the board of governors. Such a concentration

of power might be unwise., If we could delete the words"all"
the managing directors " it would then follow that the

managing director could not be the chairman of the board of
governors since the board should select a governor as a
chairman, and the managing director is not a é:‘::::r of the
board. Then the managing director would mho exgcutive

director, but he won't be the chalrman of tho board of mﬂm,f

DR, WHITE: 1Is there any comment with rw “t “ ghj‘
roeoucndutiont No, it has not m. a




words "for the managing director" from the xszkismx sentence

"Board shall select, etc.™
DR. WHITE: The motion has been made to delete the

words, The motion has been secondeds Is there any discussion.

The Chair will put the motion to a vote. All of those in

favor of deleting those three words which would exclude the
executive mmmger mangger of being chalrman of the board of
governors, please signify by saying "aye." (Chorus of ayes)

Contrary-minded. Then the meeting will be adjourned.




