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TFiADE /U. .. iD . PA YNCNTS .AFL:~.FGE1\'1ENTS 

1.. The partic ipa t:i..rìg ·còuntries should now· a g r ·ee that 
among their maj or objectiv~s during the co·ming year : must, be :-

(a) The maximumpossibleliberalisationof trade and 
payments . within the gr oup; · 

O~) ) The , trans,ferability of the currencies of the group . 
withi:n the gròup; 

(c) The sett;.leme.nt of net debtor and ereditar positions· 
··· in such a way'tha·t there s}J_all .be incentives ·. to 

e limina te di~equilibrium and not pr es·erve i.t • . 

2. These thr.ee obj e ctives must be pursU:ed c' oncur l~ently. 
Liberalisàtion of . trade a nd fllayments involves monetary risks 
which· must be guarded against by appropri~te ~ayments arrange~ 
ments •· · On the other ha nd payments a rrange'ments which would 
be satisfa ctory t f particfpating countries had liberated . their 

. trade. à.nd· pa yments might bé come very dan gerous for · individual 
countrie.s if · sorne of t hèir trading partners had · not taken such 
meas ures of libera t ion.. · · · 

3 . The :;- should further a gr ee t ha t what:'ver · payments system 
is es t.a blished the f ollowing gros s disadvanta ges of the exis t ing 
payments scheme · must b.e avoided :-

( ~ ) it must not be based on detailed bi ateral 
~s ~ima tes ; 

(b) ìt must not, t~ough the establishment of 
. predetermined dra wing · rights., . d ì scoux'age deb tors 
from improving their pcs ition' a nd creò.itors · 
fr a m he l p ing . debtors t o d o so. . . 
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A - LIBERATION OF TRADE A.ND PAY~.',_i~N TS. 

4 . The participa ting coun tri es shoul d now .agr e e _to r emo ve ·· 
by lst July 1950 quantita tive r estrictions fram a t l e9-st 
85;6 of their imports from other participat ing countries . 

5. In order that there may be a s grea t . a si~{iarit~ a~ 
possible in the lists of liberated products they should 
furt;her . agre e that not l e ss than 757~ of their trade in each 
of the _thr ee groups, food and f eeding stuffs, raw materials, 
and manufactured gJ ods_, shall be liberated by that date . 

6 . Aft er lst ·July 1950 .w:hen this 857~: liberalisation h a s 
be en instituted, it wil l be necessary to consider whit addi~ · 
tional measures will be neede d in order to niake the · -list of 
product s liberated _ by ~ll as la~ge as possib l ~ ~ 

7 . Further, par ti.cipa ting countrie s shou1d no~v agr ee to 
·liber a te compl·3 tely payments for curr ent tr aris actions wi th 
other· participants by lst :JU:ly· 1950. Some may wi s;h \t:ti· go 
further and libera t e capital movements; but mo~t wil l pro 
bably no t b e ab l e t.o go so far . 'l'he .pee d t o contro l capi t a l 
movements ,may mà ke it nec essary t o lirnit the da :i,ly E!-mòunt 
of tourtst and similar a llowanc es , but _it should ba agr ee d 
that any such limits should be fixed . .suffici e,ntly high t o 
ensure tl:lat l egitima t e current n ee d.s ar e not hamper e d . 
Equally, the . no od to contro l capi t a l rno vements will probab l y 
make it neces s-ary for many t o continue e xchange cqntrol · 
me chanisin and channe l all demands for for e ign oxchange through 
it . But those participa ting cdun~ri e s who interid to pr e s o~ve 
exchange contro l shou;Ld under ·take t o· gran t a ll applica tions-· · 
for· fd'reign e xcha nge for current trans a ctions, and to t ake 
a dmi:ri1stro. tìve . arrangcments · to ensur e that aùthoris a t ion is 
given very - quickly~ ·· 

':.!•. 

The risks of Libéra l~~ation -

8 . · The completo or quasi -c omplete liber a lis a tion -of 
trade and payrnents wi ll expos e partic ipa t ing countr.i es to 
varying sorts of risk_. The fir s t is tha t .t he ir homo indus 
trios and services wi ll be. e xpos e d t o the comp e ti tion of the 
other participa ting c ountrie s. ·'l'his risk the . p articipa ting 
countri'os should bo r eady to a cc ept , siric e· by no o thor me thod 
c an the effic iency of Europ e be so quickly · incr.ease d and 
r es ource s be m<lde · a va ilab l o for economie activiti e s. 



3 

9 . Tho second is that the ìn-cGr nal demand for importod 
goods may be so grea t B.s to endange r t ho ir b a l anco of payments. 
In so f &r as this is a temporary phonemonon, n nece::;sary s-:-J.o,se 
in thc c rcn tion of the Eur opean m.o.rk<:, t , tho participating 
countri e s a hould b e ready to ass ist ea ch other throug:1 thit; . 
diff i cult period .. It is better that tho adjuste monts ·· which· : 
must be madG _should be •mado · now r nther thCJ.n that ·further ··; · 
de :)._a ys be a c.ce p t od. In so far. as t ho internal demand for 
import e d goods .is duo t o ;i.nt·er .nal ìnfla tionary pre ss ur o s thc:; y 
should be _ doter~instl to t a ke tke noc 6ssnry steps to bring 
their inte.rna l oconomy into ba l a rice; equa lly the y should be .· 
r osolve d in :the intor osts not only of full e mploymont a t homo 
hut a ls o of tho intor e s ts of the gr .GIUp as a wholo not. t o 
follow such a n inte rna l de fla tionary poli~y a~ : ~ould t e nd td 
make ·it d.ifficult for the . . o the r participating cou.nt r i os to 
liberate t ho ir · tra do a nd paymonts arr c..! ngoments within tho 
&roup. 

Tho ~ · l ibura lis a tion 6f intra-Europan n t~ ada and pa ymc nts · 
wi ll provido ·a pnrtial che ck on thc oxtont to wbich tho · intornnl 
fir..ancial m.eo.sura s a r e adequato to mako nvai l a blo thoso · 
ros ourcos f or oxport t o tho out.s i dc world, which thc So c ond 
Intorim Rcport ·will show t o bo c s~ ont ia l to .a satisfa ctory 
s olution of Europe 1 s diff i cultie s. 

10. . Tho third risk t ha t t ho partìcipa t;ing .count j· i c s run 
in libc rnting thc ir tré\do is t ha t thoy will incur debt s town r ds 
ono . country, s ur.pl \J.s e s w i th a n:othc r, nnd · not b e o. blG t o uso 
tho crodi t ba l a nc o to pay tho dobt . It is th6reforo e ss entin l 
that tho currcncic s of· tho participants be mado transforab l o·, 
tno onc into the othcr. 

B - THE TRALSFERAB ILITY OF EUHOPEAN CURHE J.ITC I ES . ______ ... __ ... __ 

. . 
ll. · If thc Europeen currcncios ' r e to b e mado t Pansfor ~> -
blo into oa ch oth0r c ortain n c,w arrnngç; mc nts are ncc dc d . · ~uch 
2-n orrnn gc.mo nt might b o by ò. n understa nding bc twoe n tho Contra.l 
Banks, and if tbc numbc r · of c ountrios conc crnc d vJc :rc smnll 
that might b e sufficionf. But whon tbc mo mb0rsarc many somo 
form of contra l n rrnn ~e mont is casier . · 

~ : . L~ 

. . . ' l 

12 . · . . Sue}?. E,t n . arrp ngomon~ might b e thc crco. tion of· a pool 
of Eut>6pcn n curroncic $, cn ch country putting a t thc disposn l 
of thc p6ol a n a mount of its own· currc ncy oquiva l ori.t to nb out 
10 p or c ont .of its v i~iblo tra dc . ' 

.. · 
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13 , A momber who ne eded European currency wou1d b e a b1e to 
ob'tain it fro:~ the poo1 either by g iving in exchange a third 
European currency, or by taking a short term advance . The 
pool wou1d thus perform two functions . It wou1d enab1e a 
memb e r t o off set a debt agains t a credi t , and tha t ove r a 
wider fie1d tha,n is at pre s e nt a vai1ab1e through thc aut o~na tic 
first categ ory com ;ensationsprovided f or in the Pa y ments 
Agree me nt . , · It· wou1d indeed do a11 tha t ;a utorria tic sec 'ond t n t e -

·gor y compensa.t ion could · d o if t:p.nt systom ho.dbcen adoptes:l .~ 
Se c ondly it wouln enable a country whose payments and r ò ceipts 
f1uc.tua·ted sea s onria1J.y to obtain · s hort terin cre dit Cl.uring one 
part . oL the · year Wi thout . cohcern whether the pfi rti9uia r country 
.to whom its shòrt t e rm ìndebtedness would be incurred wu1d be 
wi1ling · to 8 ccept in sett1emeht 1a t er the : third currencids it 
e xpec t e d to e a.rn. :_ 

14 . • A parti~ip~ting country ~hich wa s deteP mindd to ~xbrcise 
contro1 over its -intèrnal economy to ke0p it in ba1ance ahd 

._;) r e v ent interni'?. l irif1a t ion · gcn or a ting a d.einD.nd fOr moro imports 
than ·could be paid for vwuld ·be ab l e with such a syste ni. to 
1ibo ~a tc ita intra -European trade an~ paymonts without gr a vo 
risk ~ · so long as· it · maintained itself · in equiiibrium · it wou1d 
ho. ve no reas on t o be c onc orried a t thc c ons e quenèes of . s uch 
me asures on its r e1a tions with its ind ividua 1 tra ding'partners. 

·15 . . · Aftor n certo. iri experienc o t ho pool mi ght be wil1ing 
t ò oxtend thc fio ld of i ts ope N ', t iori dnd a cc ept c urre :qc ies 
of non - mc:1 mbér éountrio s o i ther in liquida t ion of a . debt t ·o 
the pool or to buy . from the pool _ the curre'ncy of a mo mb or . 

C - 'I'b':E~ SET'UE }i:l;:T OF r!HT CRED ITOR 'AliD lìET DEBTOR .POS ITIOLS , 

16 . Insido a ny group of co~·ntrie s vvho h a vo to.~wn sucti stops 
a s - hO.VC be e n indic a ted above to l ibera t e tr O. d paymc nts 
nncì. to nwk e the ir·· curr encios transfe r a b1o ·11 on c·ur.r ont nccot.mt11 

i t is c tJr t n in thr, t some ne t erodi t or a. nd dobtor posi t ions will 
do velop . A f ew of the~o would be tho rò~ u1t of apocinlisD t ~on, 
the result of the f 12 ct thnt one or rrrore countrios· t end to 
p roduco goods .need.ed by the ir pa rtne rs r o. ther thnn by t h o 
outside vvor1d . Some vJ ould b e fortu i tpus, a nd liko l y to b o 
quick1y rev e rs ed ; -' Some · wou1d be tho I osult ' of delibera t e 

__ i n:vest me nt by one country, importing c api t a l from ono t o. • 
. _ra,oro countrios , wh e thor by agro omc nt wi th thc m' or ns n r osult 
·ai' :lts trndo and poymonts 2.gro0taonts with thom~ Such tl"O ns
a ctions ought pr..op orly to bo dea lt with outsidc curr ent 
tr':i p.sactior1s, but o. r o . ofton con fus c.d with tho m. Some howo v or 
vvould r esult from diff,oring intorne l p olicios, difforing 
det:.roo s of inf1n tiono.ry pr ossurc s, or in cxtremo c o. scs 
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d ofl a tion in one country 2nd infLi tion· in a . n o ighoour . 

17 . All of those r osulting crodit and d ob it positions must 
b e d ca l t vd th . Thoy wo uld o.j:YtX· ..:.r i n tho · op e r a ti o n of su c h a 
pool as i s ou tlinc d ,J.bovu in tho r unning dovm . .Qf tho pool 1 s · 
holding of tho curr oncy of. the n o t cr udi tor and tho incroas·od 
holding of tho curr oncy of tho n ot d..:;bto r . Tho .C::uropoan 
currencios of tho p ool a r e- f or short t orm o,pqr o. tions, not for 
fina ncing of fundarnonta l dis oquil ibrium, o. lthoU:gh mo dium or long 
t orm European l onding might wo ll p L ì.y o. p art in tho s e tt l omont 
of d ofici ts in curront tro.nsac tions, v;hc n thoso tir o. not duo 
to a n undes ir ~ble 'pol~ci of tho de btor . 

18 . If the opor a tions of tho poo l a r 0 riot to b o brought to 
m oarly e nd i t is ossonti a l that tho p o o l h a v o a t i ts dispos o. l 
a volume of convortible curr cm cy vv i th which i t c t..m ob t a. in 
from tho n o t er e dita r o. furthe r supp ly of its · curr oncy. 
lltior oovor, tho oxcGss ho l dings of tho dobtor's currency .must 
8e liquida t od in ordor tha t h i s r ight to u so tho pool mo.y 
not be impair od , 

19 . It is ossontiu l ·that t hur G sho.ll b8 soma roa sonablo 
d ogr oo of uu tom~ ticity in t ho opu r at ion of tho pool so tha. t 
tho er e ditar c a n r uly on b jin g ab l o to ab t o. in convertiblo 
curroncy from i t . Tho mor e c ort ,lin is his right .. to • it, .·. tho 
l oss is h o liko ly t o seok t o obtain it unlu.ss h o n oo d s it . 
He wi ll b o a b l e to tro~ t it us a ~art of hi s monu t a.ry rus6rvc s~ 

20 . It i s ·no l (;SS ossoriti :J. l th :::~. t th0 dobtor b e ablD t o count 
on some pa rt of his n o t defici t b a i ng c ova r od in s uch a way a s 
n o t to limit tho u so ho· c ~m m:J.ko of t hc poolfor short t orm 
a c c ommo d~L tion . 

~ . . 

21 ~ On tho othcr hs.nd , it is •.Jss-:.; nti .J.~ tho. t both dob tor 
a nd cr oditor should h o. vo pos itivo inc ontiv o s to corr uct t ho ir 
posi tion . 'l'ho dofici ts a nd surplus vs should not b o cove r o d 
s o e~sily , dnd comp l otc l y a s t h dy h a v c b6Gn hithorto by 
drawing right s . · · 

22 .. It · is ._'.. l so d csiroo l o that , vh ilo dr itwing on thc pool of 
copvortib l o cùrr 0ncios to muot l ugitim..l t o n-:.; o d s of the cr odi
tors·, ·tho Europo :;.n countr i ..... s tholhGvlVGS should m..1.kc m offort 
to se ttl0 , a s f ~r a s posslb l o , by . th0 ir own mo~ns , diff or cnc os 
urising in Europ0~n curront tr uniactions~ 
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23 . 'T'ho rcconcil i ati on ofthnsc vn r:i.ous dc sidor8 t 8. , .Dnd 
tho e l nbora tion of the n e c E..ssn r y rule s for the ·ope r a tion of 
the pool a nd d ir8 c tives to its mnna gors c a nnot be quic k l y 
complo.t o d . ( n ske tc h of n possiblc n rre ngemont is n t · ' 
AnnoJt I.) The followi ng ge ne r a i princ i p l c s l:\ r G suggcs tod :-

·.:. ·, 

(i) 
. . 

·Thc ... poo l shò u l d bo E' i von a fund . of doll.':l rs from 
tho nc x.t E . R . P . [).ppropria tion of cm q mount to b e 

de t e rmine d l n t er' but vvh ich sho'uld prob8 b l y no t . 
. be., .l o ss. tha n ~;.5 00 m:L llion . (@) This dolla r pool ' 

would ·not · be proporly dosc ribo d . os a 11 r Gs e rve 11 · 

SÌ]lCO .it is mo'st probnbl o th8. t pD.rt .of it WOUld 
bo us :e.d during the ~;aar 1 9 5 0 - 5 1 . But c qutt lly 

it shoul d not b e :rogo. rdo d ns 11 fo nds pordus 11 , and 
tho manngcniont shoul d h n vc i t 8.s a ma j or r e s - · 

pons nbility to s afo g unrd as m~ch of it ·n s . ~~ssi-
ble . · 

·(ii) If full n dvanto.go is. to bo hetd: from thc Pool, 
i t ìs most d o sira blc that tho dOlln r s shoul d b e 
:6·eo dol.la rs . 

· (i ii) As ne t erodi t or pos itions deve lopo d; f'. nò. the 
poo l holding of tho erod i tor 1 s curro n c y doc linod 

of moro tha n nn a 'g r~o d p ;:rc cntago , . tho p·oo l · 
shoul d , if the posltion is not like l y to bo 
.quickly rovors c d , r o) l ·on ish · its hcp l ding of thc · 
6r oditor 1 s çurroncy , up to ~n agr~c d p orcenta gc , . 

' . o i thc r by tho. s a l o of. do llnrs from thc poo l ,or 

. ~ . . 

by borrowing tho croditor ' s curroncy a t Eln appr o
priato r e. te of into r o s t . Thc two d o vic c s ·could 

a l so bb applicd pn ri p o. ssu . Trio manoge rs . of 
the poo l sho'uld h2 v o d i s ero tion t o ad opt alter
no t i ve me e.s ùre s whe r e t ho s.c wc r G dos ìrnb l o in . 
tho · light of tho polic i c s b o ing followo.d by the , . 
cred itor . Possible o lt o r rint ivo moasuro s a r o d is._ 

. ' 
c uss o d in Anno:x: L 

··· (@ ) This a mounnt sho1: ld suff ic c to- cove r tho 
no t cred i t or a nd cl. c bt or posi ti 0118 of D l l par~ 
t icipants , inc lud ing nny countric: s not po.rti ~ · 
c ipa.ting in thc pooi. So0 po. r n s . 25 - 28 be l ow ;. 
Tho mothod of osta blishing tho pc:io l wi ll no ·e d 
f'urth or cì. iscuss ion , · pn r~icul o.r ly with E . C . A. · 
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(iv) As n ,; t d obtor _posìtion dc v t-.lopod , ~nd ' thc Fund 
oecumulo t c s h o'ldings o'f ·thc dobtor 's cur r'c ncy cx
c ccding nn f.lgr cc d pcrc c ntng,o , thc poo l should;, if 
thc position is no t l iko l y to b o quickly r c vc rsod , 
liquìda t G this oxc o.ss of holding , u :H hc r by r c tur
n ing· its curr c ncy to tho dc btor , OI' by C8. lling thc 
dcbtor to pc.y intor c s:b 8. nd und ortnl-to t ·o r opo.y tho 
Fund within 8 stf'. t : d pc riod, pc r•hnps thr cc yonrs, _ 
in Europòo.n cur rc nc i o s c:ir dollnrs. ·Thc two dc;viccs 
mi ght o. ls o b o o. pp lic d . po ri p nssu . ·Tho mnn ogcrs of 
tho p oo l sho~ld h~ vo discrc ti6n to n dopt n ltornf'. tivc 
m0n surcs whcrc thc s c wc r o dos iro. blc H l tho light of 
tho polici .:.- s b e ing f ollowvd by thc cL:.t:tor. Poss iblc 
r>c lt c rno. tivo mc2 surc s :::>. r e disc uss c d in Annc x I. 

24. · Thc r c would thus b e o. pool. c, quippo d v1 ith both E uropcn n 
curr·o nc y a n d dollnrs .. A mc chn nism :w ou l d -..xìst for offsctt ing 
d c b its o.nd cro d its in Europc cm curl"'~ nci c s, for providing shor t 
t c rm crGdit to cov"' r t ompor o: r y f l uctuo.t ions on n mult i l .':! t c r :::--.1 
r c. t hc r tho. n o. bil o. t o r 8 l br'. s is , nnd finr. lly- for s ~ ttling nc t 
d c btor Dnd cr -:: ditor pos itions without thc ri t:, idit~r of d r <.CVJ i ng 
rights . With i n such 0 fr omcwork thu ;noiictory risks of libe r a -. 
lìs ntion of tr2do nr o vc r y l Gr gc l y guGrcl. c d egn inst. Thc 
c ountr•y whìch r Gmf'. ins in or mov c s i nt o c quilibrium w i th i~s 
pnrt nors is g u f\ rò.c d 8 ~:f\ i n s t o.ny thr c8 t t o i ts r(., ~_ c rvc. s . 1'ho 
count ry wh i ch is nntur :.-·lly cm intrn - Eur op cn n d cbt or, or which 
runs spcç. i n l t o mpora r y Tis ks in conm;ction ,,,·ith int rn -Europc::m 
trE\C:lc c o. n .b o confidcrit thn t its defici t will.bo' covDr u d .~·. nd 
thnt to tho s xt c nt t bc t t hc de fi c-it is covc r c d b y futur o 
indobto dnc ss , thc dob t 'ln i ll b e r cp8~ ·c. b lc in 8 nv Europo8 n 

• .. v . 

currc.. nc y . 

D - EXCEP'l'I OI":S • 
. -
25. Thc sc g(..nc r n l proJ')òs et l s , libc r 8 lis "tion ' of tr ::: d c r. nd 
pn~;·m~ nts on tbc onc h r, n.d , ::md thc p ool of Europcc n curr c ncic s 
nnd è.o lln rs on t hc ot h or, must be. linkc à. t ogc. t hc r. Mc mb cr
ship in t ho po o l must b e limitc d to- th ) S C iNho will a cc ..: pt 
fully tho libv r n l is 'l tion obj c.. ctivc s ond implcmcnt thom b y thc 
r.grc ;"d clo t .:. s .. . It is mos t i r,lpcJ:t",n t t hnt 'Che l 'l r gcst possiblc 
mu mb c r of pc. rt~.cipi7: ting co untrio s do c,éc op t t l1.V' SG obl igntions 
o.nd join thc pool • · 
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26. But somccxcoptions. t h '-'rv probr b l y mus t b o . It is 
h o. rd to b c liov c thr. t c ithc r Gr cc c c or Austria should 
complc toly libc r c1 is o th.:; ir t ro. d c r- nd p2ymcnt polic y in 
thc immt dir; t c futuro . Some spc cict l o. rrnngc rncnt should b o 
mode in. thos u c nsc s . · 

27 . In thc first plc c c such countric s s ho u l d c crt n inly 
be nblc to - us c thc pool of Europ~...:n n currt; ncy to buy cur 
r o ncic s tb..c:;· n cc d with curr cncy thcy do not nccd •. But 
thc i1" own curr c ncy would .not b u d cr: lt wi th; · oth,; r ·po rti -
cipc. ting .. countric s y; ould no t b e r. blc to sc ll it to thc 

poo1; n.>ith,~ r wou1ò. thcy th·..:; m.s -- 1v ..; s b v r. b1c to obtn in 
nny ·ovc rdrDf t :[rom thc pool. 

28 . Furthc r , . such countric s s h ou1cl r c c c i ve n -:-~m1ti1nt. c 
... r r.n dr nwing ri ght c qU:Dl to 6 0% of th,__, ir nvt 1949 - 50 
dr::iv..ring rights C c xc c pt Gr _oc c c whos c drmving ri cht in 
1 950- 51 thc Counci1 ho. s c. l r ..... ~ Ò.'T r..:- comm...;ndod s ho. ll b o tho 

s n mc ns in.1949-50) . This dr ~-~dng· r i ght . thcy wou l d bo o. 
e blo t.o us c t o s 0 tt1o r. n;{ d c f i c i t c, r is 'ing w i t h t hc othc. r 

po. rticipn tìng countr i0 s during thc · ·-c c. r . Thcsc dr-:--. wing 
rìghts; - wh c n c x c rc.is c d c.go. i nst o rn:.,mbcr of thc p ool, 

woulci. ·b e ~n.s t from thc Eur opc2 n :nonc t nry r c sourc c s of 
thc pool, thus inc r __,c sing th~ no t crc ~itor p ositions or 
r vd uc'ing t h c n c t dob tor positions of thc p oo l mc., mb,~·rs . 

E - 'l1BE ~IAi'AGENL'SFT OF' TRE POOL. ------- -----
29. WlJ.!:', t should b e thc a rrnn[Cmcnts for tho tnD n -" s.:.r.a::: nt 
. of s uc·h -3. pool ? Are ony n e w i ns ti tu t i orn ncc dcd ? 

36. · so f rc r r> s thc d[' y to d2y·:-.drninis t:;_'nti on is conccrfl- · 
ed: i t is to b e h opo d thc t this cou~d b e undcr t :::kc n by 

. tho· B. I.S. Unti l th~ dc tnils 1 r 0 workcd out pcrhc ps no 
d e finite n nswo r c nn b e t;. in .. n , but it wou lò. pc unfortu-

. n n t b · if o. s c c ond inte r ne. t io n o. l b nnking ins t i tut i o n hc- d 
to be cr cr. t c d in Europo . · 

31. Spoci", l orrcmgomcnts must b o t:'l"\ Ò.C fo:J-1 tho policy 
mnking body. Until 2_c..nc r r. l O.t'':rco mc.. nt hr-s· b ccn ro r cho d 
on thc s chc m~ it will be è.lfflcult to tn['kc d ocisions,-
but if o s che mc on thc lin vs indie~ t o d on th i s p o. por 
worc to be r ò.optc d it would c l oz-: rly bv n c c c ss F.Lry to . 
l1.n vo o Co mmitt0l; cr!lpow c.. l"c; ò. to t :--.kc ck cisìons by somc thing 
loas thn n un2 nimity • . 
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32 . I t will b e; mos t cles ir s b l c t o c, ns ur e thr. t t hc rc 
s }:-~ould b e no él.iv orc '~ b._.tvJcc n ò . E . E . C. o. nà. the mr:n.'"'. ~~ ,:.:.r.'l-:-' nt 
of th.:... Poo l , r: nd thc s .::1 f c s t w::.y to .:.; ns ur c this vv ou ld 
be fo:c t hc po l icy ·:.12 1.\.inc bod~r t o b e <'' Co m::1it tcc of 
O . E . Iò: . C . Diff ic ul t l e [o. l quc.. s ti ons vv i ll b -:, invol vu d 
h c.., r ,; which vvi ll n ., c d mos t c r. r , ful c x r. :nin"'. t ion o t n 
l ~. t ..: . r st.:-.[~C vvhcn th"' t p.sks of t hc mo.n2gcme n t o.n d thc 
ò.is cr ..:.. tion it is t o c x orcis:c hr-v ,; be or· more c l G8rly 
d . ..; fin..:. d •. 

33 . On th,: qur l ì t ~7 of t hc mc n sitting on t >c 
s p..; ciCì l O. E . J-'.:. c . Com:nìttou to :·tF'n2gc thc poo l wi ll 
vc r y l~ r gc ly depe nd i ts succ o ss or failur c . Howcvc r 
pr..:cÌSO thG rtii'C CtÌVC givc n to thcm. , hOWG V~~ r f i:l r 
thu opu r ~ tion b EJ ;ilr, d e e utomo tic , thc r c :nust nc c c s 
s nrily b e considc r nbh; d i scrc t ion l c ft to tho m. If 
t!::_r t cUs cru tion is v!isc. l y us c d thc ·· r Qs oui:,c c s of tho 
poo l vd ll be husb!HJ.dc d '' nd thc pn rticipnt ing countric s 
b rought in t o c qui l ibrium with .:_,~ c b. othc r . It is 
un l i ko l > t b.C'. t Committc c wil l succoc d unl css its memb c.r s 
CT G tho off iciu ]s or thc;. ir im:;K diG.t u subord i nc,tcs 
in thc C c..n tl"' ~: l B~ nks or Tro::'. suri us vvho h.:~ vc· thc 
his hcs t rc.s;;:,ons ;:'.b i l ity for fin'· nc i c. l polic y . • 
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C Ol!C LUS ION 

34 . Th(- s ': p rop os ;c 1s ':1 r c f r.r r cf'ching . Thc y sugg;; st 
tb.~ t t h(. -o8 r t ic ìpc ting count r ics t ;J. k c durin c; th~_, 
fi r st six months of 19 5 0 dc ci s ivv stcps to libc r 2. t c 

thc ir trnd c n. nd l_:Y'ymc n t s, ['. Dd thcy Skc t c h thc out1 inc 
of p n:;' mc nts c: r r:-.r1gv~,1~nts t 6 g u n. rd r~." L1s t thu monc t [.<ry 
r is k s of 1ib(. r r<.,1 i sn t i on of t :i.'>: d c , Bo t h ·p.:-\ rts nro 
c 1os_c 1y l ink~d -to c_.., th;., r , If tr<lJ.S fé r:-~ bi"i ity 1 i rnits 
th(,.. ris~{S 9f 1ib:.:.rr1 1is r, tion , 1ibcr:t 1 ~sation o:f ti'C.dc 
c:,i)_d p-~~t;h : nts is its ù1f o. t;ur. r crit Gc tl1 r .. t ~ .ro de wi11 b e 
!'lOt :~ T tific~nJly c ontrolL.d to d f' r:1-::-.gc n c -' untry which 
-:.. s,V':? lish-..:: <1 t rc:nsf.:... _r 'l bil ity . As b , twc.~m thc mc .nb -. I'S -, of 
SUC]) , r. 6 JSt~m thc r c is n o 1 on[ ~ r n cc. d for discr i (ni nrt 
t ,ion , t h ough c1c" r 1 y t ho r c wi 1 1 b 0 ob 1 i g '"'tions on -thc 
m t cr ,~ dito:rs to g o c vc n f urt h , r th,"' n thc nc t . d c. btor s 
in . lib ':~ r :·. ting th, i r t J,['. d c . 

35 , By its provisions for short t c r m crvdi t by c: 11, 
c oup1vd wi th s oc:L m:; dim-.1 or 1on;s t c r m cr. di t by th,.: 
cr ~_, ditors , such n s ys t 0cn Drovid ~... s " fr .:>.''ì1Gvrork withi n 
wl• ich thc r ,, c :t n b e th.., l"<1.-x i mum dG~ r,; c of mutun; 1 h '- 1 p . 

FF/ j f 
1st D·., c/ 49 
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TF/DI - 323 (3r~ draft) 

THE SETTLSiuiENT OF NET CREDIT 

AND DEBIT POSITIONS 

l . Thc e l a boro. tion of tho dot a i l ed opcration of .tho t0o 

pools wi ll n oc d mo.ny wcoks of discussio:n . Tho follo wing is 

a n outlinu of ~ pos s iblo ~o luti6n , set o~t in arder to indica 

t o thc mcthods by which thc poo l mi .;ht b o op.or ato d . 

2 . It would not be dcsirab l c to s ottl c al l crodit and 

do bi t posi t ions O.S t hcy app0 a r Si ne o this WOUl d mille C lmpOSS Ì .. 

blo the financing of sça sonal movemc.m t s w i th short t orm fino. ;nc o. 
. . . . 

On thc othc r h and it would not 1:1ormà l ly be d osira b l o to us o up 

tho who l v quot a of a croditor 1 s currcncy or a llow a d obtor to 

mnko drawings up t o 100 ;~ of his qu ot a wi thout makinc; some 

s ettlomont . In gon oro..l thor ofor c s ettlomont ' should be mado 

rogula r l y .whcnov or tho pool ' s hold in.; of a currency drops 

b e low· or ris os o. bov o o. fix od porc ont at;v , which mi ght b o 35 Jb , · 
of tho quota . Thc s ottlcmont shoul d normal l y bring thc pool 1 s · 

ho l ding of tho currcncy in qucstion ba ck t o 135 % or 65 % from 

say 145 % or 55 ~ -

Credit Positions 

3 . ~ilion tho pool 1 s ho l ding of a currency dropp ed b e l ow 

65 ~t of tho quot o. a ct ion wou l d norma lly bo t akcn to bring i t 

back to 65 %. Thc following mothods of doa lins with th0 ma t 

t o r aro possibl G .:-

i) No action - an the grounds that the t cnd oncy wa s 

lik ~ ly t o bo quickly r ovors c d . 
j 

ii) Tho pool would purcho.so th.u currency in quostion 

with dolla r s from the pool . 

. .. / 
• l 
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ifi)' ·Tho pool would borrow ndditìon2. l curroncy from tho 

membcr in qu es tion nt an npproprint o rat o of int or cs t . 

i v ) Tho pool would l ond dollnrs to t ho mcmb cr o.go. ìnst 

d cposìt by it of it s own curroncy , cho. r g ing tho 

momb 0r int or cs t . 

v) Thc pool wou ld t ak o no o. ct ion but o. llow its ho l dings 

of tho. currcncy to b e furthcr r cdu c cd , mc.kinG it 

.cl oo. r thnt ìf its suppli ca bc camc oxhaus t cd t ho mcm

bor conc orn cd wou l d b o oxpos cd t o dis cri~inEt t ory 

mca suros by t hc othor mu mb ors . 

4 . Of theso mea sur ~s {ii) wou ld b~ app r opri nt 0 wh cn thc 

ereditar wa s a nstructurn l orcditor;; , or whon tho erodi t wns 

smnll , o.nd provided t ho.t tho croditor 1 s po l icy was not p r c 

j udìcing t hv off orts of thc dobtors t o r oa ch cqui librium ; 

- (iii) would b e .appropria t e in similnr circumst o.ncos 

to (ii) whcn tho ereditar ha d no imrnedia to n ocd of dolla r s , 

or whc n i t s oomcd o.ppropriat o t ha t h" should h i ms vlf fi no.nco 

somo pa r t of his surp l us . It would b e n loan t o t ho pool, not 

to any indi viduo. l membor . 

- (i~) would b e nppropri a t o whc r c th9 policy of tho 

crodi tor was h ol d t o bo oxagso r ntinb th o crod~ t pos ition • . 

- (v) would bo 11ppropri a t o whon tho polìcy of thc 

croditor wo.s hcld to b o nctua lly c o.usi ng tho crodii6r position 

to thc dotrimcnt of thc othor mombcrs . 

Dobìt Positions 

5 . Vib.on tho pool 1 s ho l dinss of n curroncy ros e abovo 135 ;; 

of thc q:uo t o. o. ction wou.ld normn lly b o t [~kcn t o brins i t bn ck 

to 135 ~ . Thc fol l owinc mo t hods 11 r c p ossìbl o : -

l) No nction- on · t hc g rounds tho. t tho t endcncy wa s 

l ikol y to bo quickly r cv ors od . 
. . , l 
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ii) The pool woul d h and ovcr to the member the cxcess 

holding . 

ii i ) The pool would place ~he excee s holding: in a spec i al 

a?count and charge int er es t on it - perhaps at any 

incr.easing r ate - it being underst.oo.d that the 

exc e s·~ holding .must be r epv.rchased by the member 

with.in a stated time - say thr ee years - e·ither 

in transferab l e cu;rrency, dollars or gold; 

iv) The poo l would demand thè imme diate 1"epurchas e 

by the .· debtor of the sxc~s~ holding , e ither in 

tr ansfer:ab le currency, . gollars or go ld. . · 

6. Of these measures (ii) would be ·appropriate a t l eas t 

in p art :whe.n the debtor was a 11 s truc tura l 11 d.e btor, or whe·re 

a deficit of a r easonable amount in 1950-51 was acèèptable, 

provided that_ the debtor's own po licy was not contriòuting 
to: its discqU::iliprium; 

- (i...ii) woy.ld be appropriate '-'ifhe :re the ' deficit could 

be he ~d t o be . ,exagger a t e d by internal po licy, . or -where some 

contribution by the .dc btQr :was desir able; 

-(iv) would be _appropriat e asa l ast resort where, 

despit e the exte rnal evidence showing the necess ity, interna l 

policj had riot be en adjusted . 

A 1}~~~a t i...~-~.~L~~<?:_~~~~h b_~~J--~ . 

7. It is de sirab1e to pro~ide as much automaticlty a s 

possible in order that coùntrie s may have confide nc e arÌd the 
work of the : commi t te e be no t oodUly burdened . Va~·ious . _·, 

automatic de vìc e s are possibl.e : - . 

' a) · : Solution (ii) · iri respect of both créditors and 

debtors. might be . ~dopted for an amount. _eq.ual t6 

50 ~ of the ~ctual credii o; debit p6sit!on i~ 
. . : . . . 

1949, or 1949-50, Th~re~ft e r soiution (iii) for 
both creditor and debtor would bo the normal rule 

... l 
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though tb :; m;'l ncg~m Al t w.,uld h~: v:~ d i c c r .:; tion t o -.dop t .-::..ny 

oth ·;r ~ · olution, wh J th ·.; r th ~ t mo ~ t f ~vour ~bl -:-, to th ~; coun 

try- i. , . (ii), or thofL; unf ·vour ::',bl J·, - i . ~ . (i'v) or ( v ) . • 

Thi :c h·:-: tb, ~ ctv ·:,n ktg .:; of ::t implicit~r . It fil ·-~ to 

cov J r c ~ rt ·. in import c. n t Y' O '~ ition· inclurìi n~': th ~·. t of i'. 
l 

1 949 or 1 949 - 50 rl .ì t d :,btor who b _; c :•.mc :~ n ; t cr .,dìtor in 

1950-51. Lor s ov ) r it introduc ~J o oru~ thin~ l i k .; ~o tim~ t u J 

b ::-~ r..: od on p ·, :1 t p :; rformc.nc ·; ; 1949 would b .: .:-: b -~ d b c:_c l rJ . 

b) E .. ch .".d juJ t m.n::. t; , wh -; th .H' for cr J di tor O!' d .. btor , would 

P ~ h :1lf by 80lution (ii) ·:.nd h ~ lf bv :-: olution (iii)., [: ub 

j ,;ct .:~ ft:.; r :-. c ·:rto. in poi 'Ol t to th , dL:cr :• tion of th 'J mc, n ~~ 

g~~m:; n t.. 

Thi :::t -::. l r~ o h oc: t ll.· :. dv ~.n t 'c[l; · ..: s of ~: implicity . liWr oovJr 

it do •J:J put pr :J:J nur .; :;qu ::-. lly ou d::;btor ·nd cr ,ditor to 
·, 

r .:r: tor :::: oquilibrium . But i t 111r.v b -. qu·.: tion ..: d wh-·; th Jr 

in f Qct t h ; bu~d~n on th J cr ..:dit6r - if n o di s cr0 tion 

Som·.:; upp :; r limi t would h '·t v : t o b , :-: ·-: t . 

c ) For :m runoun t to b ; d r: t ·Jr mi nod - :.", y 25 ;~ of th·::; quot ~ · - · 

c olution (ii) would b '; ~-np li _; d, for ~ furth _; r :.::10unt , 

2~y 25 %, s olution (ii) ~~d (i 1i) would b a -::..pp li ~ d p~r i 

po..::-~f:l u, ~nd th :::; r o-.. ft ;r solution (iii) . 

Thi ·: h ·".:3 th ; gr ~ v :; di :Jttdv:'.nt:-_g :; th --:-. t n -.:ith-'J r d ;ficit :-:: 

nor cr : ~ dit rj '1D thc y h :::nrJ ·:; Jri:~ t .:: d hith :J rto h ·.l v c, box>n .-; ::-..ny 

r .J l :.. tion to th ~, volum ~, of vioib l .:- tr ~ d J , on which th c; 

quot Q i ~J b c:o :..; d . Th 'J r '-' i n I!OOd r .~ r-: ::: OE t o b ruJ u ::-;hort t ~rm 

finnnc a of q ~~aon~ l ~ wing~ on tho q uot ~ , ~ nd it i c to b e 

oxpc ct od tha t npart from ~ f nw o p~ ci Q l ca 8c~ not cra dit 

or d obit po~ ition~ will by 1952 b cGr ~ clonu r r J l ~ tion 

to tot ~ l vio ibla tr~ d ~ th~n th ;y h~v~ g i nc ') th~ w~r • 

. . . l 
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8 . · The problcm i s not easy, and no perfe ct solution is 

likely . Some combination of ( a ) , (b) an d (c) t o pro vide an 

automatic b as i s seems d e sira bl e . If al l do the ir part n e t 

credits and debits could we ll be h e ld wi thin the limits of 

such automatic ac tion , and thus r e li e ve the management from 

the n ecess ity to t ake e x tr eme ly difficul t do cisions , 

lst Dec ember l949 . 




