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Po. ris, 16th DGcombor,l949 

TRADE AND PAYTVIENTS ARRANGEMENTS 

Thc' followin g draft wo rldng pa.por on tho in tro. - Europo.::m 
curronc ~r "tra.nsferabili ty o.nd lìbero.-'· lon of tretdo was s ubmi t t od 
by tho E,C . A. to the ho ::t ds of Do l oz,at ions on 1 0th De comb or , 1 949 . 

I • .Q_bj~ c ti ves 

l. 'l'ho p::.'trti cipo. ti n ::; c o un trio s should s et in.to opero. ti o n 
before the end of tho curront programmo yoa.r 1 940-·50 o. systom 
of fu2.l _intro.·-Europoan curronc y tra nsforctbi li ty providing 
fr o odo m of in tra-Europoan ~-' " -é""' A:-::-:~;: r~·1 -:;·:~· .":':""":!.J':i o. c c ount , tho r ap id 
elimination of quantito.tive t r o.do ros t rictions , Gnd tho nnximum 
poss:iblo freedom of invisiblo trnns a ctionso -Tho systom should 
bo so dosignod as to foster tho creo.tion and mo.intonanco of 
ìntrr -Europoo.n po.yments oquilibrium. Whi l o some volur11e of 
E . C. fl . dollars · in doclining amounts m2y bo utilisod in tho systom 
during tho r oniaihdcr of thc E . R. P . po·riod, provision should bo 
mo.dc for il gr o.dua l o.nd ordorly trc.nsi tìon to 2 systom onsuring 
tho mo. i ntcno.nc o of free intro.-Europoo.n po.ymcnts o.nd unrostrict od 
trr do o.f t cr ~.C.A. o. id is no lonzo r o.vailab lo . 

2 . Pull trc..nsfor[cb ili t •- moo.ns 

A. Intornationa l o.r:c''2ll.COmonts whoreby mo c.ns of po.yment 
wil l bo c,vo.i l ab l o to contra i bo.nlrs to sott l o currcnt ti., o.nso. ctions 
n.:rr..ong 'the p::-.rticipating c ountrios, sub j ect to provìsions for 
po.rtial do llo. r sott l ome;nts and othor .:::.rranc;oments outlinod 
in Po.ra ~;ro.phs· II - 6 a.nd 7 bo lo w, tho purpos o of vmich is to 
induco o.ction nuco3so.ry f ar tho o.djustmont of ov oro.ll debtor and 
croditor positions . 

B , rrhc e;u o. r antoo by po.rticipc.tinc countrio s to thoir 
no.tìonals of o.utomatic a.ccoss t o tho curroncio s of othor 
cou.htrics for sottloment of curront a.ccount tr o. ns o. ct ions . 
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3 , Achieveincnt of full trcms f or ::'.b il i ty' f or curront o.cco1.mt 
transo.c t i ons should e l i mino. t o tho noo.d amon!: t he members for 
b ilateral t r a de r e str i cti ons ~ all of wh i ch ~ho uld b e r emoved 
upon the comi ng into offect of the s ys t em of t r ansferability . 
~emaininc quantitative r es tric t i ons on trade should be mult i ­
lateral in cho.ract er, should be r ap idly r edude d , a nd by the 
end of 1 95 0 should l)e substantia lly e l iminated . Any other r estric­
tions on current a cc ount pa~rment 8 remain i ng during the E , l1 . P . 
period should like wi se be pr ogr es sive l y r educ ed and should be on 
a mtù t ila t era l basi s appli ed equa :tly t o a l l parti c ipa t i ng cov.ntries . 

4 . The libera lisation of cap ital transa ct ion s should f or tho time 
teing be l eft to the i ni t iative of the v ~ r ious participa ting 
couritries , acting e i ther individua lly or in c;r oups . 

5 . The area of full transf erab ility s h ould· be as wido as pos sible 
and shoul d include all of the storling ar ea a s well as virtually 
all part i cipating countri e s . Spe cial arrangemonts may be nocessary 
f or ono or two countrios in extr cme dobtor position s fo r exc ep tiona 1 

reasons . 

6 . Adoption of a ~ys t em of 6urrenci y transfor ability should 
obvia te t hc n e c.ossi t y f or bilatoral paymont s a gr e ement s amon3 the 

'memb oi's il1.sofar as t ho · r ostrictions on cui'ront account tra ns a ctions 
are coric ornod . · 

7 . A:rrangome nt s of . t ho kind dos cribe d bo low which wo uld bo 
appropria t o fo r al l or mo s t of ·cb.o p cir t icipa ting co un tric s and the 
sterl i ng are a aro not , of cours o , i nc onsist ent with .closci' 
ass oc iat ions among smaller gr oups of participatin2:: countr io s which 
would go much furth er t oward tho ob j e ctivo of e conomie int ogration . 
In fact, s u ch deve lopmont s woul d mutua lly s tr en gthen oach other . 

II . Princ i pl os of Opor a t ion 

l . A c l earinc uni on or i ts oquiva l ont should b e cstab l ishod 
among t h e p articipating c ountr i os . 

2 . A com..mon uni t of a cc ount should bo os tabl ìsh od f or r e ckoni ng 
surplus and dcf i ci t pos i tions , raa k i ng trans fer s among contra l 
banks , and ma k i n g period ic sc ttl eme nts b otwoen t he clearing union 
and tho membor countrie s . 

3 . A l ocal curroncy quota sh ould bo os t abli sh e d for ea ch memb or 
r e l a tod t o the tota l vo l ume of l ts curron t account t r ansactions 
with tho group as a who l o . Quo tas would b e s ub j oct t o po r iod i c 
r e calculation (perhaps ann ua lly ) on t h e bas is of movinc a vorago s of 
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tho actual volume of curr>ont account transactions . Tho 
local c urrency quotas would provido tho basis for dotormininr 
tho proportions of the posi ti ve b o. l ancos ac c umul atod by 
oa ch membcr in tho c l earing union, or tho ovordrafts u.pon i t 
which do not roqulro sottlomont and thos o to be se ttl cd in 
go ld and do l lars, as oxplainod b o low . 

4 . E . C. A. dollars may bo usod in c onnoc tion with tho opcrations 
of tha clcaring union for tha followinc purposos ( prbcodura lly, 
this may involve simpl y tho assi'r;nmont Of E . C . A. aid to mombo r 
countrios by tho cloaring un1on ): 

A. Allo cation pl"ior to oa ch accounting :t:JCriod to covcr 
a part of tho ostimatod structural doficits a nd surplusos of 
particular cotmtri o s i n thoir t rado wi th onc c:.nothor (se o 
Pax•acraph 7 bo low) . Tho amo unts would bo deterr.1inod by tho · 
E . C. A. in accordanc o with standards and pr ocoduros to ~o 
ostablishod . :::S . C. A. dollar contribut ions-for this purposo would , 
of courso, tap0r off d urine . t ho r omaind or of tho E . i1 . :? . pori od . 

B . ~xpondituro by tho cloaring union to povor tho 
probfib l o net dolla~ outgo f rom tho systam . Such a nct outgo 
would rosult from thc s cttl umon t by Jcb tors in gold or do llars 
o~ a smallor proportion of thoir do f icits than the 9ropo~tion 
of surplus os pa i d to craditor s in ~o ld or dol l ars by tho cloaring 
union (sc o Paragraph 6 bolow ). 

c . Tho making of tomporary ad v ancos by tho cloaring 
union in tho courso of i t s administPativo ·o p orations in ordcr 
to assist a mombor country during tho po r iod whon national 
pol i cios are. boin t:~ adjust ... :d so as to r os toro oquilibr i wn 

·· ( s co Parat::raph 8 bo l ow ). · 

5 . Tho systam should provido automatic and administrativ o 
1:1ochanisms of adjustmont to contr o l lo f icits and surplusas and 
to induco both dob to rs and cro<litors to movo towa rd oquì l ibrium 
in ovoral l p~ymonts . rho pr ].ncìpal automa tic mo chanism would bo 
an apjropriato oot of rolationshi p s b o twoon obli ~a~ ions to 
provido c r od its and ob l i s ations to make sottlomonts in co ld 
or dollars at succ es siv o sta ~o~ in tho -ovoral l surplus or deficit 
position of any rncmb c r w:Lth tho cloarine union . rrho principa l 
administrativo ma chanism would bo provision for continuous 
consult a tion and mutua l rcvi ow of ovc rall l;osi tions and na tional 
policios r o l atod tha roto . 3 uch r ovi ow woul d bo c oup l od with 
o :oportunity to sr an t or wi th_hold ass istanco boyond (or roliof 
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fl ·Gill ) tho automa t ic pr ov1s 1ons for varyin f poriods of timo and 
W1da r appropriata c:onditions as to tha adjus tmont of nationa l 
po licios in ordor to rostor o o quilib~it~ . 

G. Automat ic Op a r at i ons 

. A. A porcont ago . (x) of oa ch country ' s quota woul d constituto a 
libora l mvlti l ato r a li sod c-rodic mar gin to covar normal pa ymont s 
swinss . h positiv ri ba~aqco o r an ovorda r ft f a lling within this margin 
would no t r oqui r e sdt tlumont . · 

B . A not dobtor accurnul atinc an .ovordr aft ~r oator than . 
(x ) but loss than. (y ) porc ont of i ts quota wo uld r o c oivo additiona l 
cradit and woul d h ava t o mako s ott l omont in go l d or dollars in t~e . 
p roport i ons of · P and Q. A not croditor a ccumul ating a positivo "ba l anc '­
wi thin tho corrosponding r a n go would roco i vo s o ld o r dol l ars and woul d 
h a vo to a dvanco crodit in tho proportions of R and s . Within this 
ranga , Q (tho proportion of do fic its r oqu irod t o b o sott l od i n go ld 
wi th tho cloar ing ··W1i on ) mi gh t bo cons ido r ably l owo r than R ( tho 
proportion of surplusos p a i d in f b l d by tho c l ear in3 union ). 

C . For succossi~o por c a ntagos of tho basic quotas b oyond 
(y ) , incroasing proporti ons of dofi cits woul d bo so ttl od in go ld or 
do llars and docroasing proportions woul d bo r o c o ivod as addi tiona l · 
crodits . In tho casa of s urplusos boyond tho c orrosponding porcontago , 
i n croasing pro portions wo uld bo advan c od as additional crodits and 
do croas ing proport ions r o co i vod as 3o l d o r do lla r sottldmants . 

D. In tho courso of tha balanco of tho ba l anc o of tho E . R. Po 
~:; o::.""'iod, tho por c ont ago of sott l amonts r o quirod t o bo ma d o in go ld 
or dollars b y dob t ors might bo c r ndually incroo.sed to cu t down . 
tho not lo ss of dollai'S fr om tho systom . At l oo.s t throut_:shout tho E . R . P , 
po riod , howovor, thoro shoul d continuo to bo a rango of surp lusas 
a nd dofi c i ts dofinod in t ur ms of oo. ch c ountry ' s quota Ydth in which 
creditor s would ~oceivo and d abtors would mako l asa t han 100 po rc ont 
so tt l emonts in go l d . 

7 . Allo cations of E . C. A . do lla r s to c ovor' structura l doficits 
a nd surplusos would bo handlod as foll ows : 

A. To c ova r an ~xpo cted s tructural defici t, tho dob tor 
country woul d bo r olio vod of tho . ob l iga t ion of making any sott l ament 
i n g o ld or d olla rs of an ov or dr a ft ·which oxcoodo d i ts swinG mar g in 
by no moro than thò sum a llocat od for this p ur -:_J oso in advanco . 
E .C . A. dollars would bo a lloto d to tho c l oar in~ union t o c ova r tho 
a ctual liability incurr ad in this way . 
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B. To covor an oxpoctod structural surplus, tho croditor 
country would bo assurod of sottlomont .100 p crc ont in ~o ld , 
dol lo.rs, or E ~ C . A . aid , of any accumulatod balo.nco whi ch oxcoodod 
its swing margin by no mor o than tho sum alloco.tod for this 
purposo in advanc o . E . C . A ~ dollars would boallocatod to tho 
cloarinc; union and assignod by it to tho crodi t or country to 
mako such sottlomonts . 

C. Th oro would bo no diroct connection bo two on tho 
magni tudo of tho structura l dofìcits and that of tho 
structur al surplusos rocognisod in advanco, nor would any 
particular structuraJ. deficit bo tiod to any particulo.r structural · 
s urplus . ,Nçvor t ho l os s , mos t of t ho E. C . A •. funds paid or assignod 
to croditors t6 s o ttlo bal ancos r opros on ting structuro.l s urpl us os 
would also covor tho liabil i ty assumod by tho cloo.r ìn0 union 
ur1dor "A" abovo . 

8 . Administrativo Adjustmonts 

. A. Tho ~ystom should provido for continuing r oviow 
and consultation on tho actua l position of uach mombcr and 
tho nationa l policios affoctinc; tho paymonts balanco , o.nd 
should provido for r ocommondations on possiblo moans of 
rostoring oqui librium. 

B ~ Whon a mombor 1 s deficit or surplus position passos 
boyond somo spocifiod porcontago ( z J of.its quota , its·position 
should bo spocially rovi owcd . It Sl10Uld bo maélo" possib l c wi thin 
limits for tho cloarinc union to. provido, for appropriato timo 
poriods , f :?, cili ti os ( porhaps in tho form of lonn's )· b·oyond 
thoso ostablishud undor tho automatic oporo..tions , on condition 
tho.t spocifiod r omodia l action b o takon by tho country in tho 
form cithor of modifications of intornal e conomie policios or of 
oxchange r ate adj ustmcnts, or both . :!.).uring such limitcd poriods, 
whon tho spocifiod romodio.l moasurus a ro t o.king of f oct , countrios 
in cxtrome dobtor posi tions mi r:;ht bo o.uthor isod to proto ct 
thoir rosorvos throuc;h t omporary , multilatorally o.ppliod r os tric•­
tions affocting currunt pa ~rmonts . 

9 . It should b o a basic pr incipi o that onjoymont by nny mombor 
of tho b onofits of full transfor o.bilitv o.nd froadom from 
quantitativo rostrictions is contincon~ upon continuod non- us o 
of SUCh rostrictions by tho mombo r COLmtry in quostion . Vn1on 
o.ny mombor country ' s crodit or deficit pos ition bocomos so 
oxtromo that it throatons tho maintonnnc o of fr oo transfor ­
ab ility of curronci os and of frocdom fro m quantitativo r ostric ­
t5.ons , that momb or should bo oxpoctod to withdraw from tho 
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c loaring ùnion , at loast torriporari ly . F or tho ·p oriod of its. withdrawo. l , 
tho romaìnìng momb0rs would bo undor no obligation to avoid . quantito.tivo 
r os trictions on trado with ·that country or _to maintain t ho fr ço t r o. ris ­
f orability ·of thoir curroncios into tho curro.nc·,T of t ho c ount r y which 

' . ..J 

h o.d wi thdra vm . 
l 

III • . Orr-;ç~.nisa t~t'~n 

l. Oporation ~f tBc ~loar ing:union o. lon~ tho linos proviously 
dos cribod will r oquiro continuous ~uido.nc o by a ·bbdy . of tho hi chost 
compotonco . It is suggost od tha t this c ontro.l g uido:nc o bo providod 
by a suporvisory board a cting wi thin the fr a mowork of tho D. K. E . C., 
cons is ting of p orma n ont r e pro s o n t o. ti v e s of tho ·principn l par t ìcip­
at ing countric s and rotating r cpr osontativo s of otho r. participating 
countri o s . · Do c i sions s.houl d not r oqui:r:- o . unanimity . · 

2. Parti c ipo.ting countrios shouid . r oport to tho :b ò_a.rd ... p.(3.riodìca lly 
al l rolovo.nt informa tion on thos o aspo·cts of thoir o conomi. c · ·p o~ i tions 
o.·nd po lic ics o.ffecting thc ir intro. - Europoan paymonts ••. In o.ddi tion, 
'tho board should bo ompowcrod t o c a l l for s pc cial r c ports a t . any timo 
tha t tho o. cc c;n.mts òf tho c l oaring union indica to a trcrid towa:r•d 
ser ious · imba l an c c . 

3. ·• Dur.ing tho E .·R. P . pori od t ho sup·orvisory boar .d should inc lud e 
a ropro~entativ6 of thc E . C. A • . E . C. A. funds would b o usod in 
conn.oc tion wi th tho . curroncy transforabili t ~i- sys t cm wi th tho 

. conc urro n c o of t hc E . C. A. r opros ontativc . 

Do ccmbor 9 th, 1 949, 




