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S E CR E T 

. THF FUTURE OF I:tfi•HA-:):,\.JR OJ:lEAK PI~YH> lTTS 

Me r:1 orn ndum bJ::_!_Ìl~ Uni t e d Ial!;f.dom. De le ['::8 t ion U:.l_ ·) . 

I t w i 11 be ne c es s a ry for the Or2,anis n t io n for 
Europenn Economie Co - operation to a gree upon the lines 
of n new Payme nts .Sche me at a n er, rly d n te . .. The Council 
'decision of the 2nd l'Tove mber 1949 (~G·cided '' to widen 
the area of trnnsfe r ability of curr encies nmong the 
member countries by sui t c. ble me a ~ur e s in the next .intra ­
European Pçryme nts Sche me 11

; ther EJ is r.m obvious ne cessity 
for t h e inclusìon' of some description of the s u ìb:tple 
r.15asures on c ene r n l lines , if not in. det a il , ·in the 
S e cond Interitn Heport, or in the supp le mt:m ta r y Reports · 
with which E . C. A. must be provide d for ·ths ir 1.'JOrk in 
c onnsxion w i th the Third Approprio tion; the Or gP nis n tion 
is committe d to a r e view of tho e xisting scheme by th(è; 
15th J :::mun:ry 1950; and we hc ve now b E.,e n nske d b ;," l'.;Ir . 
Bi sse ll to g, ive :t;tr gent c onside r o. tion to his propos a ls .• 

. 2 . The p re s ent ac,r csment l <'1 sts nominn l l y unti l 
tho 30th June, 1950; but i t h r·.s nlrea dy b e come obs ol ete . 
Tho ò.c v o.lua tion of most of tho EuPope8.n currencies , 
thc introduc ti on of moa s uros for libe r a l ì s ing in t r 8 -
Europecn trnde , and the continue d e conomie progr e ss 
in 8 numbGr of co un tr i e s s i n co ls t July , 1949 hD vo 
n lte r e d tho who l s b o. ckground; n nd some of thc principa l 
obj o ctions which wc r e r a is od during thc poriod of . 
nogotirttion such a s the unre lia b i lity of fo ro c nsts , 

. b.a vs nlr e; c. dy b e en justific d b y thc r c sults obth inod 
during tho f i r s t fivo mon ths of i ts ope ra t ion 

3 . As it is oovious t hn t s ome chan gc must be cffc c -
t e d in El s ystom whe- r o t h o c Rlcula tions ho. vo bc como im­
poss ib l c , c. nd thc incont ivo s ar o wrong , in thn t i t doo s 
not 6 iscourage crc ditors n nd ò.ebtors f rom mn intn ining 

-( l ) This· Momo was submittGd by tho U. K . Dc i ogation to tb.c 
SGcrc t a r L:.'c t on 15th Doc cmb or, 1949 . 
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a state of unbalance, it seems opportune to look for a system 
wh ich wi ll at least move in t h e direction of post - B . H. P . condi ­
tions when the r e will be no E . R . P. dollars and no counterpart 
f u nds, and European trade will not be financed by drawing 
r ichts in the form of g rants . 

4. A new s c heme of a much simplB r kind is n eeded in which 
financ ial. facili tie's in Europe are no t di re c tly linked w i th 
E . C .A . dollars; but Z . C . A , dol l ars al l ocated to partici~ating 
coun tries in the division of aid can be firmly allotted,' subje ct 
always to the overriding control of E . C . A. Such a scheme must 
a ls o p rovide for freev transferability of European currencies 
a n d thus form the natural counterpart to t he measures taken to 
l tb era l ise trade in Europe; and , tos ether with any progress made 
i n fo r mi n g r egiona l groups , it would constitute a most p racti ­
cal contributi on to tbe integrat ion of Europe . 

5. The refore the ma in requirements of the new sch eme seem 
t o be t he fol l owing :-

(a ) It should be as simple as possib l e and should restare 
some · of the normal incentives whi ch are so obv ì ously 

mis~ing from the present system, e , g ,: 

( i ) · to t h e debtor to ìmp rove his position and no t rely. 
always on having deficits made s ood with no obli ­
gation on his part; 

( ii ) to t h e ereditar wh o , without r e stricting t he . . 
fl·ow of g oods, would import as freely ·. as p oss ible 
from his European debtors . 

(b ) To achieve this reformation we should sub s t i t u t e credi ts 
or loans fòr grants; and creditors should n o longe r run 
the risk bf losing dollar aid if the credi ts g r anted are 
not tal;:.en up or spe nt in ot her countries . Thus a n ob ­
j e ctionablo f ~ ature of t he p res ont schomo , wh i ch had 
t lle effect of ma k ing a surp lus an obj c ct i ve wh i ch :um s t 
be achieved and interfe rins wi th the p att o r n of trade , 
would be rcmov e d . 

(c ) The c.r0dits g r a n t e d should be e nough to covor any 
reas onab l e swing of payments in eithc r d i r e ction . Thcy 
would not bo diroctly l inke d to E . R . ? . dollars , but woul d 
be g r a nte d in national currenc ic s a 3a i n s t t he b road 
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background of dollar a id and in fulfilmont of t ho · 
pledg~s of Europoan Cooperation . Most part i cipat i n g 
countri e s will not be ab l e with any certainty to 
know ~ho the r they a r o g oing to be d ebtors or cr~di - . 
tore . ·and r o ciprocal crodits are thor e for e es s ontial . 
The r e turn t o this moro norma l systom of financing 
would make it unnocessary to attempt to for c cast 
witb; ·any a c cu r acy tho sur p l us or deficit of e.ach 
bount~y with oa ch of tho o t ho r s fo r a poribd ahea d . 
This has beon found . impossible in practi c e and wi l1 · 
b e even more impos sible under conditions of fro o r 
trade . and paymonts .. TJ.1e fixing of limj_ ts for such 
ro c i~rocal credi ts ,Bhoul d bo basod p r ofarab ly on 
s omG s tandard of pas t oxperi oncc, e . r; . t ho vo·l umos 
of trade in t ho p r o cedinr, yoa r . 

( d ) Th0 schema must bo mul tilateral and not bi l atcra l , 
whi èh moo.ns that any country must b o ab l 0 to uso a 
surplus in its curront paymonts with a soc ond country 
to offs o t a defici t in i ts c ur r ont po.ymJnts wi th a 
third country . 

( o ) Froo tr2ns f orability of European currencì e s can only 
b o mo.intaino d in prascnt conditions of g old and 
dolla r s h ortago insofar o.s t ho schomo p rovidos 
o.do quate scop o for fr ee excho.ngos of g oods and so rvicos 
without loss of 3ol d or dollars . No count ry can bo 
oxp 0ctod 'c o rt18.intain for long fr oo imports or a llow 
tro.nsfo rs of its curroncy to othe r countri o s whon it 
is losing g old. If, tho r ofor o , the sc hema is to 
fac i l i t ato t ho l ibo r a l isation of tl"ado, i t must , so 
far as possible , r educ e to a minimum t ho risk of g old 
paymont s , s o that t hoy b o como tho oxc ep tion o. nd no t 
tho rul o , 

( f ) Gold and dollar paymonts in Europa cannot bo ontiroly 
oxcludod b o co.use .no country co.n b e expc ct c d to oxtcnd 
unlimit od crc d i t . In tho l as t r e sort wo must bo 
p r opcrud to s co go l d movo , ( provide d it is tho l as t 
r csort) . But beforo this point is r oa c hcd it is 
dosirablo fo r tho crcdltors and dobtors concornod to 
soo whctho r balo.nco c o.nnot bo r ostorod in Qny way . 

:. I f t l1is co.nnot bo o. chi c vo ò. by incrcc. sod imports by tho 
cruditors , d ov c. luo.tion of curroncy or intcrna l dof l o.ti on 
by tho dobtors or tho convers o by tho crJditors 
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(such moasur os , of cours a , tako timo to put into off ac t ), 
or r ost riction of import s by tho dobtor must ' bo . c onsido ­
r od . I t has b oon cloa r that , in such circùmstancos , 
who ro bi l atara l ~rrnngomonts havo boon in forca , a dob tor 
will. r -os trict its imports , whon mco.suros by tho eredit ar 
~ro of n d ' a vai l, and wi ll discriminrit o in r ogard to Q 

particula~ qoqntry to which . it i~ losine , or is in 
do.ngor of losinG , g old ' and r cstrict tro.nsfcrs of its 
curron cy thor oto . This wa s r ocogrii sod in t ho Councill s 
docisions r c l o.ting to tho lib or a lisat i on of trado . Tho r o 
wi ll be siri1i'l a r . r co. ctions in any mul ti l o.to r ::tl sc~J.emo wh.:;n 
tho dobt or countri o s cnn ònly acqui r o o. sc o. rc o c urrcncy 
·by dipping· into . thoir r os orvos of r;old or dolla rs . 
Unloss tho crodj_ tor co.n r omody t ho position , dob tors nJ.C. y 
b o cxpo c tcd · in most cb.sos to discrimino.t o by impor t 
r ostri ct ions ago.inst tho scarco curr oncy in prof or cnc o 
to dova luation dr doflati ono. r y moo.surc s which wou~d l oo.d 
to o. r 0duction in imports ovc r o. much wìdo r fi cld. This 
would b o o. rc trogr~do stop in vi ow of t ho p rog r c ss in 
libor o. lising tro.do , Qnd urido rlin~ s t ha n co d for ndoquat o 
crodit . f a c i lit i c s . 

(g ) It must bo r ocognis od tho.t t ho r o wi ll b o difficult io s in 
fitting into Q scherno of this kind countr ios who aro 
po r sistont croditQrs or dab t .ors :-

( i ) In considoring tho ca s o of t ho brcditors wi th 
sur~Jlus o s in Eu.rop o cxc cc: din[; th:; ir doll2.r d;fi cits 

(ii) 

in thc C]dsting· schljmc sp :.ci c. l o. lloca tions of do llo. r 
o.id wc r o p r opos c d o.s a comp.;ns ntion for th,; ,..·r oo. t c.: r 
oxtcnsion of crcdit in Europ ~ . · But.this dol l Qr o. id 
docs r ~-: duco thc tot ". l mnount a vo.i l CLblo to thc othc r 
O . ~~ .E. C . countr i :,; s who c.r ~ in gr c c. t · mL~ d of :tt • 
.It c :::-..nnot th~ r .) forc bo r ocommondod unLJss t hc 
cr~ ditors countri ~ s h~vc t e1.kan st ops to ancouro.go 
imports from thoi r ::~uropcè..n pc.rtnc rs to tho r•l<:tximum 
possiblo ::.xt cnt u. nd havo c;ro.nt od cr!1dì ts oh z-,n 
ctdoqt.wt o sc c. L ; . 

\;Jhc r o countrio s (t r e p c rs is ~ ont d c: btors o.nd ho. vo 
ina dc qua t c go lcl r c s c rvos c. nd hc c.. vy commi tm.:mts for 
ro constructions , it is difficult to : xp cct th~ ì r 
:o::urop ::-: o.n cre di t ors t o gr :1nt unlimi t od or · .~ dì t . 
H~ r o ng-o. in, t hc r c mG.y b o a c2- s o for sp,)ci c. l 
a llocnti ons of doll2r a id to b o us ~ d in Eur op can 
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s ottl.::: mcnts nft .::-; r credi ts h ;:lVc b ,--; .J n oxhc:.ust od , 
but thc conditions on which thcy should b e 
ma do noc ~ furthor cc:. r oful considc r ntion . · 

6. . . Tho two contr8. l f oct turc s of ctny schema must thoro­
for c b e willingnoss of thL· p c:.r ti cip~ ting countri a s to 
gr c,nt cr ,J di ts in somo form for t ho b ,·mofj_ t of othor p.:'..rti ­
cipating countri o~ who mny b c comc thc ir dcbtors , hnd pro­
visions to cns ur o thél t thc dcbtors cnn uso thc crodits · 
g r c:.n t òd to covcr curront p c:.ymonts in any country c,ssocint od 
wi t h'thc sc ~amo . Thor o nr o s cv or c:. l diffc r cnt w~ys in 
which thc so. two foc,turcs co.n ·b e combin:; d . 
For inst CJ, nc o · :-

( n ) A currcncy p oÒl makin3 us o of n ncw moneta r y unit; 

(b ) c, cu.r r oncy pool ma.king us c of m-.:mb ors 1 curr :: nci0s; 

( 6.) cm a.rrcmgomont by which Europa a n C cntr :d~ Ba. nks 
~hould axt ond glob c:. l crodit margins~ - cir 

(4) nn arrangcm~nt whcr oby thoy ost a.blish r c cip roc n l 
crcdit mc:. r g ins on a. bìlc:.tora l b c:.s is with some 
provision for tho trc:.nsfor c:.bility of currcnci c s 
or comp,:; ns a. t ions. 

Thor c is littlo prc:.ctica l diffor cnc o , though some import c:.nt 
ps ychologica l · diff or onc os, b otwccn ( c:. ) a. nd (b). Tho main 
prc:.c ticn l diffor onc c .is tha t, undor (b), no n ow monc tary 
uni t of a. ccount is us od 2nd thc:: ri ght of -,a ch m::;mbor to 
borrow and its obliga. tion to l cnd a r o oxprc ss od ~n its owri 
currcncy , whor oc:. s undor ( a ) c:. mon~ t ~ ry unit i s us od which 
a.utomatica.lly providcs nn axchangc g~c:. ra.n t oc , c::s~o ci c:.l ly 
dosi gno d for tho O. E .E . C. mamb ors . In r ogard t o (c) e nd 
( d ), thc r c would b o l c s s sup orvision from tho contro nnd 
l os s a ttra. ction from an 0 . ~ . 3 . C . p oint of vi Gw. Thc r c 
a r o , of cours c. , a numb c r of t ç: chnica l obj octions of 
diff or cnt wei~ht to nll t ho s6homos a nd whi l o it would not 
b o right t o r o j oct cmy of thc s c ~1:J mo s c:. s substitutos f'or 
tho p r c s cnt ono t hc U. K. Dc l oga tion is of opinion th~ t, of 
a. ll tho c:. ltcrnativc s, thor c is n cloc:. r advc:.ntagc in 
s ol oct ing thc fi r s t, which wo might cc:. ll for prc s ont 
purp os os tha O. E . TI: . C. Curroncy Pool, Yi ith its n cw monc k'.ry 
unit of ~ ccount . 
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7. ·Be for o considc r ing t hc :r;l.Q in p rovision s of c n O. ·c . ~:::: . c . 
cur r'"mcy pool., . wc m.us t hc. v e r_ cl c::t r ideo. of whc. t i ts posi ti on 
wil l b o in t h o ~urop cc.n pc.ymcnt s svs t om nnd h ow it will · 
func tion . In r .:; commc nding tho introduc t i on of s uch o. systom, 
t h.; U. Y~ . Dc l ogc ti on vv ould no t c..dvocc. t o tho dis turbcnc o of t h o 
cxis t ìng pc.ymont s·c.grGomcnt s . Thor c is no point in ovc rturning 
c. sys t cm_ which in m.:. ny ccs c s hr..s c s t ~~blishod g o:c1c rous erod i t 
mc.rg ins without r .c.; cour so to so ttlomon ts in ~·; old. As o.. t 
prcscnt, t hc bulk of I nt r a - Europ cc.. n trc.dc will b o fi nnnc c d by 
thc provisi on of Europ .. ::-.n currcncL:s undor t hosc Clgr comc nts, 
whi ch a r e n c c c ss c..ry to fQ~mn lis o · othor mon:J t :.l. ry r.. rrc,n'S:-::mc nts , 
inc luding f c. cili ti o s for finnncing trndc wi th tho ri d c spron d 
mul t il ~). t c r r~ l s ys t cm of thc St ç; rling Aro c, , t ho St c rling Trn.ns ­
f ,, r .:lbln Account Arco.. , ~'.. nd thc J.1on c t c, r y Ar c;n s of oth1r p o. rtici ­
p o.t i n g countri o s with t orritori o s ovc rsc~s . Thc Cu rrs ncy 
Pool would t h o r :forcnot b o us cd o..s nn nutomo. tic moo.. ns of 
s ott l omcnt of nll intro. - Europoo.. n p nymc nts , but n s c.n c. ddition~l 
mcnns of po..ymcnt t o b o omploy .: d · nft or tho oxisting r -:; sourc c s · · 
hnvo b oo n fully us od . Thus , in n wo.y , it woul d c ct o.. s c. 
subs tituto for go l d n t o.. p oint whc r o oxis ting r os ourc o s would 
b e inc.do quc. t o but would stil l introduc o tr c..ni f a r r.. b i l i t y in 
Europc . Whilo i t is truo thc. t gold must r 0mé.'. i n tho f i ni'. l mcc.ns 
of sot tl ~mc nt, it would succ oo d in pushing off t hn t s ottlcmcnt 
to n point whc r o it could moro cnsi l y b o i~bido d . 

8. Hc r c it mr,y bo c:pp rop r .i o.. tc to s o..y t hn t wh,l r o c. ny schema 
of this kind is i n troduc c d to supp l cmont t hc Intrr.. -~uro) c c.n 
p c.:"ml; n ts syst cm, i t wi ll bo t hc L.1tont io~1. of tho U . X. Gov . rnmcnt 
to assist, r.. s f~r as it c~n with t ha facilit i ~ s provid~ d by 
atc rling , whi çh . i t is h.op-::d cnn plr..y o..n importnnt p r.. rt o.s o.. mo.:1ns 
of s~t tL:mont in o..n~r nn..1. l ti l a. t 0r c. l syst o~·,1 vvhìch is l ikc l y to . 
dc vc lop in futur o . Tho us o of st 6rl ing a t pras ~nt t ~ko s d i f ­
f ~ ront forms ~ in . 

t ho sto rling Ar oo.. , i n whi ch .thcrc·~ r o no 
r os trìctions ' ~ t o.. ll; 

t•': 

(b ) thc Trc>.nsf ,~ rnò l o Account Ar co. , in VJhich s t orling ma y b o 
fr co ly us ·J d for c urr,;nt tr -:.ns f'.ctions und ~..~ r thJ 
suporvision of tho monc t c. r y o..uthoriti os of thc 
countri c s conc c rno d~ ~nd 
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tho ::. r oe. of ::tdministr-::. tivc tr <; nsf 0 r o..bility , thc .. t is , 
thc countri o s out s ido tho St o rlin~ Arcn b o twc on 
which wo a llow storling to b o us od in sp oci n l cas c s, 
subj;Jct to thc :o.pprovr,l of thc Brmk of Engl cmd , 

A],.l .;ountri os pc. rticip :-~ting in t h.~ schomc would n n turnliy 
na v o tho .f \1- cil i tJ. .:'s · providod undor ( o.. ) c .. nd n numb o r ·ma y 
hc. v o tho f c .. cilit i.:;s undu r (b) o.. nd (c). Thc possib ility of 
usi~g such f o.ci lit ios to tho full ost oxt c n t possib l o i~ 
undor . const o.. nt consido ~o.. tion . 

~ . As mont ion od b afor o , th~ s c tting up of ::.n O. E . E . d , 
Curroncy Pool would r.ppoe; r to b o ::.n import:"lnt st op tow.:-trds 
Europo 2. n i:!:YC J ~~ r n.. t i on . It 1NOl.Ùd not , how c v ..::; r, b o nocossC'..ry 
or d J s ir,~_~ l c t o mo..ko Guch nrr:::.ns.Jmcnt do1':l (m d0nt upon thc. 
crc:::. tion of some spocio.. l now institution , It is to b o 
hop c d thc,t such a schome cou l d b e run b ·y 2. body whi·ch o i"thcr 
forms pnrt of, or 2 cts u ndo r thu suporvis ion of , 0 . ~::. . -s:: ~c ., · 
with thc Bank of I n t crno. tiona l SottlGmcn ts n s tho day to 
day .::.con t . Th-J r \..: is no doD.b t t ~!.c~ t i t wi ll r e qui r e. co:n:sto.nt 
suporvision, but in o.. wny which could b o succ ossfully 
handl c d by cxistirig inst i tution~ . 

lO. As r cgo.rds.tho Jrovision s of tho p roposod O . E . ~ . C . 
Currc ncy Pool , tho mnin onos would b e on tho follmving l ino s :-

( :.:-. )'" a ncw uni t of · '.:.'. ccount v.r ould b o constitut c d hav ing .:'.. 
v~ luo fixod in t a r ms of dollnrs wi th corrc sponding 
r o.. t o s of oxchnngo for oo.. ch Europcnn currc ncy ; nnd 
r:c. ch momb a r ,,_, ould k ocp an account wi th thc Pool in 
tho. t donomino..tion; 

(b ) oc .. ch mr)mbor would undcr t O:kc to n cc cpt this uni t of 
o..ccourit i n oxchango for its own currcncy up to o.. 
c c.rt ~". in ) imi t or quot e.. ; 

( c ) o2. c h rn:.:)mb ._l r would b 0 enti tl ::; d t o borrow this uni t 
of ~ ccount up to c.. c ort c.. in limit , no t nc co ss ~ rily . 

t hc s ~ma l imit as in ( b ), nnd to u~ ~ it to ~ c ~uirc 
t hc .c urrc1l.cy. of othc r m:;mbo rs fo r th ::: pur p oso of 
mcldng c ur~c nt pcym~nts to thom; 

( d ) t hc quotc.s thus r opr os u:1 t t hc l imi ts wi thin Y.rhi:ch · 
cvor7 mcmbc r is r -:: quir c d to l cttd :.:~nel is · .. . nti·tl·c d 
to borrow; 
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( o ) wharo thos o limi ts 2r a oxc oodo d, gold would b ocomo 
pJ.yc:.blo , but i t cc.n b o providod tho. t for o. e;i von s um in 
oxcoss . of tho pra scribod l i mit only o. fr2c tion s~y 30%~· 
sh$.11 be. pe.y2.b.le or rec e i vetb le in go ld e.nd that for P. 

f urt her· g i ven sum, some l e.rger fracti on , sn.y 60% shall be 
p .~.yable . By such means amp l e warning would be gi ven b efore 
the final limit is oversteppe d a nd 100 ~ gold becomes 
payab l e , giving time for the necess a r y remedia l me a sures; 

(f ) nothing in the foregoing need prevent ?. member from 
volunta rily r a i s ing the limit for its holding of the units ' 
of account a fter they had exceeded R certain percentn.ge 
of i ts quot r. ; , the Pool could ':1- ls o a llow a member t o 
overdraw be y ond its borrowing quota in suitable ca ses; 

(g ) eA. ch member would be oblige d to sell units of ac count to 
the Poo l a gR inst gol d on a reque st from the Pool . The 
g ol d acquirod by the Pool unde r (e) would be used to 
reduc e the b n l ance of t he units of c.. ccount of the mem.ber 
whose ho lding ha d pa ssed the prescribed limi ts . If 
such · ~- member wi th exces s holding s of uni ts we re himself 
t o be in need of é'. not he r member ' s currency , he 1•voul d h:::>. ve 
to contribute gold in the app ropri Rte propo rtions , i . e . 
the s ame proportion a s hls · debtors us o to acquire his 
currency ·Unl.ess the " othe rfl menb e r ' s currency its e lf 
cc. l:ls f .or c. ·diffe.r ent sc 2. l e of gold payments; in that 
event the Pool would use tha t gold to purchr:.se uni ts 
from t ho H other 11 r11omber . 

11. Theso f ew p~ovisions gi ve some idea of tho shape of such 
a scheme r.nd i t is obvious tha t 2. g ood dea l of thought wìll h2,ve 
to be gì von to i t b eforo it cnn bo produce d in worl~r:-.ble for ;:-n. 
AmonP the diffìcult ì os wi ll be the adoDt ion of men sura s which o • 

will effectively pre vent the exce ssive demand far one currency ; 
e.nd this and other fea turos of the scherno will r equire ce.refu l 
supervi sion . 

12. The re . r Gmai ns the ques t ion of wha t part E . C.A. · dolla rs 
wil1 p l ay in rmy such scheme : ... 

( [', ) It ha s a l r oady been pointed aut thA. t a dequa t o c r edi ts 
in national currenci e s should be made n v~i lable to 
the O. E . E . C. Curre ncy Pool and they should b e suffi ­
ci ent to cover 2. 11 n orm.A. l f1uctua t i ons in curr ent 
paymen ts between the pa rticipating countr i es (ry ith e 
r easonP.blo me.rgin for contingencies wh)_ch a re l ike ly 
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to Rr i se in this trans Rctione l p e riod ). This e rea of 
opor~t ions does no t require 2n inj ection of E . C;A. 
do l l nrs . 

(b ) The crodits reforred to in (~ ) c~nnot , howevcr , b e 
expect cd to covor e fundemont 2. l l a ck of bRlQnce and 
whcre thia occurs , the s ys t om cennot function wi thout 
spocio. l f'.ssist r>.nce o.nd c. necd for o~ploying :s . c .A. 
ddllers doos ~ r ise ~ This c~n b o dono i n sove r 2 l 
weys ; ~ but the r o s e oms to bo only onc s ~ tis f~ ctory w~y 
to ca tor ~or the e~tremo ereditar ~nd dcbtor posi ­
ti ons roferred to in pC'. rn~rnph 5 (g ). This would bo 
for ~ . C . A . t o c. l l oc r, t o in edvnnce e. specific d sum in 
doll::-..rs wb.ich "".Jill bo hold by tho Curroncy Poo l r.s c.. 
moQn~ of ~ cquiring thc burrcncios of t ho oxtremo 
croditors nnd of s upporting thc gr~~ting of ovor­
ùrnft f~ c i liti o s to tho oxtromo dobtors . Tho mcthod 
of c.. s se s s ing thos o spocinl a llotmonts nnd the cor­
rcsponding sums in netiono.l curronci os iJli ll h2 vo to 
b o cc..ro f ully conside r e d . 

( c ) I n ~ ll cnses not coverod by (b ) E . C.A. should bo 
a sked to c ons ide r whe t he r any country , which is 
obliged t o m:::.ko fr o. ctionA.l gold p3.'{monts , can h r.t vc t ho 
optio~ of using E . C. A. dollers out of its e l l ocntion 
unde r the d i vision of o. id :-.s c.. substitute for g ol d 
or dolla rs from its r osorvos (which mc..y not bo 
c. vo.i l c.b l e ) , 

To sum up , thsrefor~ , payments in E . C. A. d6llars should be 
introduc e d on l y through .tho Curroncy Pool n.nd should h~vc 
their ori gin i n p r o - de t e rminod ~ llotmonts , so tha t a ll 
p o.rticipn tin~ countr ie s know pr oci s ol y ~ho r o thoy stnnd 
boforc tho opsr;:;.tions f or ::'..D ::'.. ccountinr:; poriod comnonco . 
We s hould try to C'.void anything l iko an unnlloca tod pool 
of dollf'. rs from which pP..ymonts n r o mndo fo r r o imburs ing 
crcditbrs or dcbtors ex post f a cto. for c~odits gr~ntcd 
ovor t ho limi t .or go l d pélymon ts . Such :-:c mothod r c intro ­
duc os the wronG kind of i n6antives . 

13. I n conc lusion , it s Goms poss ib l o by i n troducing a 
s y stom of this kind to h:c vo o. gro,, ter moc.sur o of tro.nsfor o. ­
bili t y of Eur 'opoc.n currcncÌc)S thr'.n h c.. s boon tho ce s e s i nc o 
t ho Europoo.n Rocovory Programmo st 0.rt od ; n.nd t h:. t this 
system wi l l bo an osscnt i:. l c ounto rp ~rt of o. succossful 
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po licy of· li~ d r~ lising intrn - Europc~n trado . B0t ~uch n s yst om 
will bro ctk down u...ndo'r p ros ont condi tions if tho quotc..s ( signi ­
f ~iir1r; .·tho erodi ts e.vnilo.blo ) nr o inc..doqu,". t o . Vilhilo tho·. i ::'ltro -
duction of c.. gi'c.du::..tod. syst om of e;old p['.ymo n ts VJi ll c.. ct .:'.. S .".. 

shock o.bs orb o r . ~vhon th:o c..foromontionod quot r'. s h c. vo b oon or c. r o 
on th6 wny to b oing oxhc..ust od , it is to b o hop c d thc.. t tho 

. s y stom C8.l1 b e so dosi i:sno d t ho. t tho s o wc.. rning s vli ll p revide c.n 
opportl.;l.ni ty f or ::.voiding 2. si tu:"'.. t~on in \Vhich Europ on n curron­
ci ò s ·cc..n. on l y bo ·':i. cquiro d by sottling r. s t o 100 ;:6 in g old . This 
would i no vitc..bly l an d to the stc..t o of n ff~i rs which wc.. s thror'. ­
t on,ing to r os trict Europ o2..n tro. d o L.1 .1947, o..nd whilo tho intro­
ductiop of tho 2old point is noc e ss ~ ry to prov ont oxcossi v o 
ovordro.w ing , it should .b o ·us a d tomp or o. t o l y . Undor this O. :S . I!.: . c 
Curroncy Pool c.. ll pnrticip~t ing countrios would b o similarly 
pl.:1cod towo. rds a ny country whos o holding of tho mono t r.. ry units 
of nçcount oxcoo ds its quot a ; nnd if discussione o.nd ndminis ­
tr~~ivo cho cks do not l co.. d to moo. suro s which nllovi n t o t ho 
situntion,. it wi ll bo impossiblo for tho Curroncy Poo l to 
c ont inu o to do o. l i n thn t curror:.cy o.nd tho momb ors mu s t bo fro o 
to discrimina t o c..gn i n st it . If such sit ur..t ions , whi ch it is 
h op od wi ll not c. r i s c , c a nnot b o h rmdlod in this wn.y , tho systom 
will b r oc..k :down . ·Nono thc l oss, this is not ·"'- criticism of tho 
systom itsolf~ ~hich s ooms to tho U. K. Dol cgc..tion. to previde 
tho bes t mo t h.od of s o curing trc..ns f or ç..bili t y of EurOp J c..n 
c~rrcnci~s n t tho pr o s ont timo . · Tho s o conditions would b e 
o qunll7 ups otti nc; undor c.ny s ys tom with tho s c..mc obj octivo s 
2..nd wc must guc. rd ::..go.. inst thom. Fin~.lly , ::.. l tl1ough 2.. n inj oction 
of E . C. A. dollnrs s o Dms a ss cnti 8. l to cova r oxtromo croditor .::..nd 
dobtor positions thc ir us o s h ou l d b o p l~nn u d in such ~ wc.y thc.. t 
tho trc..nsf o r .::..'o l o s7st cm ·do ~') S no t collo.ps o r:1.t t ho ond of t J1o 
B . H.P. poriod . 

14 . It is not opportu.nc to g o i nto <'.DJ moro d ·J t c. i l nbou.t tJJ.o 
o..lli"llinistrativo sup c rvi s ion of tho .schema . Thc · first t [', sk is to 
ngr oo tho 80Es r n l :}ri ::J.ciplc s so tho. t · G. sui t r.b l o contributi an 
c ::.. n b o m2..do to thc:; Socond I n t orim Rcp ort cmd ths b r'.s is for 
t a chni c n l nnd do t ~ ilc d di ~ cussions c an b a providod . B~t it is 
s uggo st od th~ t if such n sch cm6 is a dop t od , it should cova r o 
p c riod of t wo yac.. r s , or until t ha end of tho E . R . P . pariod, ~nd 
should b o drr..f t o d i n such 2. W8.~r t hc. t i t could b o continu od 
tharenft or if it wc r o found to b e do sir ~b lo . 
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15. Thc substnnti vo pr.. rt of this mcmorn.ndum W8. S p r opc. r od 
b ofor o tho r ocoipt of Mr . Biss o11i s pr-.pc r on tho subj oct 
r..nd it doos not a tt Gmp t to don.1 with spocific points r ;:-.is cd 
in tho. t po.po r. Tho U . K . Do1ogo..t ion thoue;ht , hOi:'J .;vor, t h!'.t 
it might b o h o1pfu1 to tho discussions which n r o going to 
t ako p1~ c o , if soma r.. ccount wo r a gi vcn of t h o r or.. son s which 
1od thom to conc1us i ons simi 1a r to thos o contn incd in 
Nr . Biss o11 1 s pnpo r . 

PAFl iS . ]j_.J_ t h Do co mb or , 194 9 . 




