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INTRODUCTORY NOTE

The Eleventh Annual Meeting of the Board of Governors of
the International Monetary Fund was held jointly with the Board
of Governors of the International Bank for Reconstruction and
Development in Washington, D. C., from September 24 through
September 28, 1956, under the Chairmanship of the Honorable
Antonio Carrillo Flores, Governor for Mexico.

These Summary Proceedings of the Fund include the resolutions
adopted by the Board of Governors, reports and recommendations
of the Committees, and selected addresses delivered at plenary
sessions.

RoMAN L. HORNE
Secretary
International Monetary Fund

Washington, D. C.
December 10, 1956

©International Monetary Fund. Not for Redistribution



This page intentionally left blank

©International Monetary Fund. Not for Redistribution



Copyright
(¥, Clearance
D Center

ADDRESS BY THE PRESIDENT
OF THE UNITED STATES OF AMERICA*

Dwight D. Eisenhower

It is a very definite honor for this nation’s capital to be the
host to such a distinguished body. I assure you that we are com-
plimented by your presence.

I suppose seated here before me is the greatest concentration
of financial genius that this world could produce. That being so,
you can be sure of one thing: I am not going to talk about inter-
national finances.

I think I would prefer to talk for a minute about some of the
meanings, some of the results, of the kind of cooperation that
you people are here to undertake. International cooperation is
the key to peace. It must come about, and it must progress from
year to year, or the world must be the poorer by reason of that
failure.

We have the United Nations in order to spread understanding,
one to the other, a place where we may debate our differences
rather than resort to the ancient arbiter of force—an organization
to promote and sustain peace. We have such defensive organi-
zations as the North Atlantic Treaty Organization, the Southeast
Asia Treaty Organization and the Organization of American
States, all having as one of their main purposes the security of
all of the member states against unwarranted attack.

Now, in this International Bank and International Monetary
Fund, we have the possibility of extending this cooperative feel-
ing into our business life, the international business life.

As mutual understanding and good will, and above all confi-
dence in each other, is the basis of any successful business within
a nation, so it is in the international world. As confidence grows,

1Delivered at the Closing Joint Session, Session No. 6, September 28,
1956.
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in turn based on mutual understanding, in turn based on meetings
such as these, we are bound to have a general rise in the living
standards of the world brought about by the fact that business
thrives in the spirit of confidence thus engendered.

So, as you pool long-term capital and provide technical advice
and help for all of the organisms that are struggling to produce
wealth so that all the people of the world may prosper, you do it
together and, therefore, add to the strength of each so that the
whole total becomes one not only formidable but truly overwheim-
ing in its influence.

I have only one other word to say, and it has to do with an
experience of mine in wartime when I was working with groups
that had among themselves to develop real cooperation or there
could be no success. There are men in this audience who were
my associates in that work and we early found one thing: with-
out the heart, without the enthusiasm for the cause in which you
were working, no cooperation was possible. With that enthusiasm
subordinating all else to the advancement of the cause, coopera-
tion was easy.

Now, it seems to me you people have shown your enthusiasm
for doing your part in developing this growing and expanding world
economy by coming here, by coming from so many different na-
tions, giving your time and your efforts to meet with others in order
that the world may prosper. Because you do show that enthusiasm,
that kind of leadership, I venture to offer to each of you my com-
plete confidence that nothing you could be now doing, in your own
country or elsewhere, is more worthwhile than what you are doing
here in this great Meeting you have been holding.

Again I say, Washington, our nation’s capital, this entire Gov-
ernment, the American people, are proud to have had yon. We
hope only that these Meetings may be frequent and every one
of them more fruitful than its predecessor.
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OPENING ADDRESS BY THE CHAIRMAN OF THE
BOARDS OF GOVERNORS*

Antonio Carrillo Flores

May I say at the outset that it is a great pleasure to welcome
you here today. I wish, first of all, to express my country’s ap-
preciation for the honor bestowed upon Mexico when it was
elected to preside this year over the Boards of Governors of the
International Monetary Fund ‘and the International Bank for
Reconstruction and Development. I welcome the members of
both Boards of Governors, their Alternates and advisors and
also our many distinguished observers and guests. On behalf
of my fellow Governors, I would like to add a special word of
greeting to the representatives of our new members, Argentina
and Viet-Nam. To our host Government, the United States of
America, I wish to express our warm thanks for its customary
generous hospitality. I am sure that all of us look forward to
exchanging views and ideas which will prove useful in the dis-
charge of our responsibilities, each in his own country. We shall
renew old acquaintances and form new ones, thus taking this
opportunity to discuss in the friendly atmosphere of this great
nation’s capital some of the numerous problems of international
financial cooperation.

We are concerned primarily with the work of the International
Monetary Fund and the International Bank for Reconstruction
and Development. It is our purpose to review their recent achieve-
ments and progress and to exchange views in the light of the cur-
rent situation throughout the world. We have entrusted broad
responsibilities to these two institutions created under the in-
spiration of a noble purpose: to increase effectively such inter-
national economic cooperation as will contribute to make fruitful,
within a framework of justice, order, and friendship, the efforts

1Delivered at the Opening Joint Session, Session No. 1, September 24,
1956.
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which each of our countries is making to increase its general
standard of living.

The Annual Meetings of the Fund and the Bank make a two-
fold contribution toward that high purpose. First, they enable
our Executive Boards and managements to gain a better under-
standing of the thinking of member governments. And secondly,
we Governors are able to renew our personal contacts and draw
fresh impressions from one another and from our Fund and Bank
managements on policies designed to advance the objectives of
our two institutions.

More than a decade has passed since the Fund and the Bank
were established—sufficient time to test the strength and vitality
of these two leading international organizations. The principles
embodied in the two founding Agreements remain valid and work-
able, despite the difficulties which had to be overcome. At the
same time, experience has shown that these institutions, born out
of agreements reached by countries with different backgrounds,
can put these principles fully into practice only when they are
adapted to the various political, social, and economic conditions
prevailing in different areas of the world. The Fund and the
Bank have learned to take their members as they are. As a result,
we have observed an increasing capacity on the part of the Fund
and the Bank to conduct their business with flexibility and realism,
bringing in turn greater and greater activity and effectiveness.

Recent years have shown a marked improvement in the world
economy. Almost everywhere, production and productivity are
higher, while international trade and investment flow with more
freedom and in greater volume. The world has recovered sub-
stantially from its heavy dependence upon emergency programs
of foreign aid. Consequently, standards of living are rising,
though we must admit not as rapidly nor as universally as we
would like. A few countries have progressed rapidly, but the
great majority have advanced slowly. The headway made by the
more developed countries over the less developed countries has

4
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become more pronounced. In Mexico the percentage gain has
been satisfactory, owing mainly to the prevailing atmosphere of
fruitful work brought about by the political, economic, and social
reform which we call the Mexican Revolution. We started, how-
ever, from a low level, and the majority of our people do not yet
enjoy an income sufficient to afford them the necessities and
amenities of life which present-day civilization should give to
mankind.

In the developed economies of the United States, Western
Europe, and the British Commonwealth, 500 million people
produce each year goods and services valued at more than $700 bil-
lion while in a group of less developed economies, 1,200 million
people produce only $150 billion. In other words, the per capita
production in the industrialized nations is more than 10 times
greater than in the nonindustrialized nations.

In 1955, world trade reached $82 billion, 150 per cent of the
highest prewar level. This figure is gratifying. Yet, it is dis~
couraging that purchases of primary products by industrialized
countries from supplying nations increased by only one third of the
gain in trade between industrialized countries. This situation has
deep significance if we consider the point brought out in the Fund’s
Report that any decrease in the rate of world-wide growth will
reduce prices and markets for primary goods. Hence, we should
not take for granted that, because there is a high level of world
production and employment, all countries will share equally in the
prosperity. Fundamentally, it is essential to attain a fairer dis-
tribution of the benefits of trade among producing countries.
Mexico believes that, for the world as a whole, mere expansion
cannot, and should not, be the goal; we must all strive in both
the domestic and international fields so that the primary producing
countries may share more in the world’s economic growth.

Many countries continue to be vulnerable to the evil effects
of price fluctuations in their main exports. Countries that pro-

5
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duce primary products are necessarily concerned at the accumu-
lation of surpluses in various parts of the world. Since world
demand for primary goods is fairly rigid, the more developed
countries would make a great contribution to world-wide prosperity
and well-being if they would dispose of their surpluses of such
products in a manner which would not impair the less developed
countries’ access to world markets. After all, the less developed
countries have, with great effort, been increasing their export-
able output. In the last analysis, the highly industrialized coun-
tries would profit, because the less developed countries spend
their earnings from exports of primary goods on the purchase of
capital and consumer goods, the production of which requires
highly skilled and highly paid labor.

Many of both the industrial and nonindustrial countries are
entering a new era of monetary stability. However, inflationary
pressures continue and are a constant source of worry. We must
emphasize the continued need for following sound monetary and
fiscal policies.

Much has been accomplished with the aid of the Fund in im-
proving the international exchange system. Undoubtedly, we have
made progress on the road to multilateral trade and exchange
convertibility. The gradual liberation of sterling, the deutsche
mark, and other European currencies has taken place, supported
by flexible monetary policies. In the Far East, Japan has given
a remarkable demonstration of the value of a firm monetary policy
designed to stabilize international payments. Among our Latin
American members, there has been a general and healthy trend
toward more realistic foreign exchange structures, and less re-
liance on restrictions and multiple rates. In the field of my own
personal experience, I may point out that in my country, with the
help of a prudent fiscal and monetary policy, there has been a
satisfactory period of expanding national income and increasing
investment, while, at the same time, our foreign exchange and
gold reserves have risen to the highest mark in our history.

6
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In many of these efforts, the Fund has played an active ad-
visory role. Despite the adverse conditions of past years, the Fund
has continued to strive for freer foreign exchange practices in
international transactions. Its efforts have begun to bear fruit,
and it can be gratified with the remarkable liberalization which
has taken place in international payments. I am confident that
we shall see further progress in this field—progress which will be
made easier by our greater use of the Fund’s facilities for consul-
tation and technical advice.

As a result of study and experience, the Fund’s policies have
been adapted to bringing its resources to bear in a wide variety
of payments problems. We have seen this demonstrated in the
last few months in the Fund’s arrangements with Burma, Chile,
and Peru. Our further progress toward a multilateral payments
system may well bring additional occasions for operations of the
Fund that will promote this effort.

It is also gratifying to note that some members have recently
taken steps to obtain quotas in the Fund that are larger and more
adequate to their expanding economies. The Fund has demon-
strated confidence in the economies of its member countries, as
shown by its financial transactions. And these countries, in turn,
have demonstrated that they are worthy of this confidence. They
have already repaid more than $1 billion in gold and U.S. dollars
of the $1.3 billion they obtained through their transactions with
the Fund. We may well feel confident that the resources of the Fund
are now available, under more flexible terms and in greater
amounts, for the purpose of overcoming problems of foreign ex-
change among member countries.

I should like at this point to turn to the Bank. It was the
Bank’s good fortune to have its initial years coincide with the
advent of a growing conviction among nations that economic de-
velopment had to be actively promoted—an opportunity and a
challenge which have been accepted by the Bank and so com-
petently handled that the Bank has become an outstanding insti-

7
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tution. The Bank’s operations already constitute one of the
strongest pillars of international cooperation.

During its 10 years of activity, the Bank has developed new
techniques of cooperation. It has employed, in international de-
velopment loans, large capital resources which would otherwise
not have been so used. It has spread knowledge and techniques
of the best ways of preparing and executing programs of economic
improvement. The Bank has participated in approximately 500 proj-
ects in 42 countries and has lent almost $2.75 billion in
various currencies. During the past year of operations which we
are reviewing, the Bank maintained the rapid pace of the pre-
ceding year. It granted more loans, and it lent almost as much
money as in the fiscal year 1954-55. It continued its success in
interesting private investors in its loans, notwithstanding money
market conditions well known to all of us. Furthermore, it has
steadily increased its uses of currencies other than the U.S.
dollar.

At our Annual Meetings, we have frequently heard from the
President of the Bank of the importance of the availability to the
Bank of the 18 per cent capital subscriptions of its member coun-
tries. Some encouraging progress has been made; but we are far
from the maximum support that member countries can extend
within the possibilities of their economies. Mexico’s 18 per cent
subscription amounts to the equivalent of $11.7 million, of which
Mexico has already released a certain amount. As a further
measure of support to the Bank, I wish to announce that my
Government has decided to release the whole of the remaining 18
per cent, chiefly in order to facilitate lending operations with our
sister republics of Central America. While two thirds at least,
therefore, is to be used for disbursement to borrowers making
payment for Mexican goods and services, one third may be used
for purchases in any country. With this action goes our hope
that in the near future there will be a greater liberation of funds
by other member countries, to the extent that their balances of
payments may permit.

©International Monetary Fund. Not for Redistribution



Foreign financial cooperation is an important complement to
domestic resources. While it may bring great benefits, it must
be remembered that true national prosperity everywhere can re-
sult only from the work and effort of the people of each country.
In Mexico, for example, loans from the Bank have aided in
doubling the capacity for generating electric power. The Bank’s
three loans to Mexico for this purpose, totalling $80 million, have
contributed toward financing the generating of 800,000 kilowatts.
The further loan of $61 million granted to the Pacific Railroad—
the largest single loan so far granted in Latin America—is now
financing the expenses in foreign currency of the rehabilitation of
this railway which serves Mexico’s northwest. Because of this,
and of government investments in irrigation and the hard work of
its people, economic development in that area in the last few
years has been extraordinary.

As the representative of a country in the process of develop-
ment, I recall that at Bretton Woods all nations were agreed that
the primary task of the Bank was to channel resources toward
reconstruction and development in those fields where private capi-
tal alone was unable to do the job. Mexico knows that balanced
economic development at a rapid rate, and the consequent higher
standard of living, depend largely upon providing private capital
with favorable opportunities for investment in conformity with
our laws and our institutions. In my country, this policy has
recently been emphasized by the Chief of State.

Private capital alone, however, is not sufficient. There are tasks
which it cannot accomplish. Experience shows that private in-
vestment is encouraged more where public investment has already
provided certain facilities such as public utilities, irrigation works,
ports, and highways. In other words, a proper public investment,
far from reducing the inducement for private investment, really
provides bigger and better opportunities. I want to assure my
friends in the Bank that in Mexico there is no dilemma between
private and public investment. They follow parallel roads, and
both are contributing—as demonstrated by the facts—toward in-

9
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creasing productivity and a higher standard of living. In the final
analysis, these are the best guarantees of freedom and democracy.

Obviously, the financing of public investment must be made
by each country with its own resources. However, we believe
that if a country demonstrates its ability to assume new obligations,
the Bank should respond by showing greater flexibility in its
financing. The Bank has had no defaults in its loans and has
been successful in recovering its money. It should, therefore,
consider not only the immediate requirements of exchange for the
direct purchase of foreign equipment, materials, and services, but
also the indirect foreign exchange needs induced by domestic
currency expenditures related to development projects and pro-
grams.

The Bank’s task is to complement insufficient savings, and this
insufficiency is independent of the particular currency in which
it is expressed. For this reason, the Finance Ministers of the
21 members of the Organization of American States who met at
Rio de Janeiro in November 1954 made a recommendation to the
Bank that, in justifiable cases, it should accept applications for
financing not only foreign exchange needs, but also expenses in-
curred in local currency. Private banks in the United States and
Europe are making this type of loan, and their experience has
been satisfactory. I am certain that the International Bank would
fare likewise.

We share the Bank’s concern over medium-term loans granted
by suppliers who work under increasing competition in the capital
goods market. The magnitude of obligations incurred in foreign
currency, both for short and medium terms, reduces the capacity
to assume long-term obligations, which are the most appropriate
for large-scale development projects. Yet, it is only fair to con-
cede that some countries have accepted such credits because of
the increasingly favorable conditions on which they are offered
and because it was the only way, at the time, to finance projects
which were urgently needed. The remedy is to be found in more
flexible forms of operation and in larger credits.

10
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I wish to make clear that, when I speak of flexibility, I am not
advocating abandonment of the principles which the Bank must
uphold if it is to serve and protect the public which, throughout
the world, has entrusted its savings to the Bank. Mexico has
invested a modest, but, nevertheless, important portion of its
reserves in the World Bank’s capital and bonds and, like other
investors, wants the Bank to make sound loans.

Perhaps the most characteristic fact of our times is that eco-
nomic development almost overnight has become the goal and
ambition of millions of people. The needs which this desire creates
are immense; they are urgent everywhere, and they cannot be
postponed. The Bank cannot meet all needs, but it can do, as it
has already done, a great deal. Yet, neither the Bank nor its
members can pause for self-congratulation or rest on past achieve-
ments. In numerous countries, the task of economic development
has barely begun.

The efficient operation of the Fund and the Bank has been
due to a great extent to the character and ability of Mr. Eugene
R. Black, President of the Bank, and of Mr. Ivar Rooth, Managing
Director of the Fund. I am certain that many Governors, from
their year-round dealings with the heads of our institutions, are
keenly aware of the extent to which the success of the Fund and
the Bank is due to their leadership. The Governors join me in
extending to them our sincere and cordial congratulations.

As a closing remark, I wish to urge that, as we all discuss our
common problems, we bring to bear a genuinely enlightened
approach which, while taking into account our domestic interests
and aspirations, recognizes that in part our true national interests
lie in effective international accomplishment. Let us listen with
close attention and with good will to what each has to say. In
this assembly of 60 nations, it is inevitable that not everyone can
be satisfied. Nevertheless, unanimously and in all fairness, we
must concede that the progress achieved has been great. We all
have a right to expect even greater progress in the future.

11
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PRESENTATION OF THE
ELEVENTH ANNUAL REPORT

By THE CHAIRMAN OF THE EXECUTIVE BOARD AND
MANAGING DIRECTOR OF THE INTERNATIONAL MONETARY FUND?

Ivar Rooth

I should like to join our Chairman in welcoming the Governors
of Argentina and Viet-Nam, which have become members of the
Fund.

In presenting the Annual Report, I should like to supplement
what the Executive Directors have said there with my own dis-
cussion of the work of the Fund—not only what it has already
done in the first 10 years of its operations, but what it can still
do to help its members to meet the problems that confront them.
In a dynamic world economy, these problems cannot be the same
now as they were 10 years ago; they will not be the same 10
years hence as they are today.

Postwar Reconstruction

For a great part of the past 10 years, many members of the
Fund have been primarily concerned with problems of recon-
struction and recovery. The early postwar economic difficulties
arose from the fact that production in countries adversely affected
by the war was not adequate to maintain a tolerable standard of
living and at the same time to provide the real resources neces-
sary for reconstruction. The attempt to meet such expectations
of increased consumption and investment inevitably led to in-
flationary pressures, intensified by the easy money policy which
was a remnant of war finance. The additional resources necessary
for reconstruction were acquired through the large excess of im-
ports in the early postwar years. The balance of payments deficits
that this entailed were met by drawing down reserves and by aid
from the United States and other countries.

1Session No. 2, September 24, 1956.
12
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While it is not possible to set any precise time for the com-
pletion of reconstruction, a significant change in the world eco-
nomic situation was evident by 1950. By that time, many coun-
tries were more and more placing development in the forefront
of their economic programs. In most of Europe, both production
and trade were greater than before the war. It was more difficult
and took longer to restore the economy of countries in the Far
East. In a few countries, production and trade are still below
the prewar level; but this deficiency is being rapidly remedied.
Even in countries outside the areas of active warfare, as in Latin
America, the attempt to offset quickly the investment deficiencies
of the war period resulted in inflation and large payments deficits.
Inflationary pressures were greatly reduced with the restoration
of production, the moderation of investment, and the revival of
flexible monetary policy. Countries found that they could deal with
their payments difficulties as ordinary economic problems that
could be met through fiscal and credit policy.

An important objective of the Fund during the reconstruction
period was to minimize exchange disorders in a world of large
payments deficits, inconvertible currencies, and persistent inflation.
In the field of monetary policy, the Fund was among the first to
present the payments problem as one aspect of the economic dis-
order that grows out of inflation. As the period of reconstruction
was drawing to an end, our Annual Report for 1949 discussed
the need for devaluation as part of a program to strengthen in-
ternational payments and to restore international balance. In
September 1949, countries accounting for two thirds of world
trade devalued their currencies to reflect the far-reaching changes
that had taken place in the world economy during and after the
war. On this and on other occasions, the Fund has made it clear
that it does not stand for rigid exchange rates, but for orderly
changes in parities when they become necessary.

The Fund began exchange operations very early in the recon-
struction period. The Executive Directors were aware that this

13
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involved risks; but they believed that it was necessary for the
Fund to assume these risks. The nearly $800 million of exchange
provided by the Fund from 1947 to 1949 was small compared
with either the problems to be met or the aid provided by the
United States and other countries. The Fund’s help came, how-
ever, at an opportune time, after reserves had been drawn down
to very low levels and before aid on a massive scale became avail-
able through the Marshall Plan in 1948 and later in other forms.

Recovery and Development

The mere attainment of the prewar volume of production and
trade could not be regarded as satisfactory. A great expansion in
production and exports was necessary to enable the industrial
countries to put their economies on a self-sustaining basis and to
establish a better balanced payments position. For many less
developed countries, the basic problem was even more difficult.
For them, a large increase in output was necessary to maintain
minimum consumption standards for their growing populations
and to provide savings to develop the economy. In this task of
recovery and development, great progress has been made, despite
the handicaps imposed by sporadic war and large defense expendi-
tures.

In the past few years, production has expanded rapidly. Most
industrial countries have overcome the adverse effects on pro-
duction which had been left by war. In many less developed
countries, the economy has begun to acquire a momentum that
should facilitate future growth. There has also been a striking
recovery in trade and in the reserves of many countries. The
value of world trade has increased by about 60 per cent since
1950. For several years, the payments of the rest of the world
with the United States have been in surplus if receipts from U.S.
aid are included. Since 1950, the gold and dollar reserves of
the rest of the world have increased by more than $10 billion.
It should be borne in mind, however, that extraordinary U.S.

14

©International Monetary Fund. Not for Redistribution



Government financing may not continue indefinitely and that,
despite the increase in gold and dollar holdings, the reserves of
some countries are still inadequate.

Much of the improvement in world payments has been the
result of financial policies that have minimized but not entirely
removed the danger of inflation. In some countries in all parts
of the world, government and private expenditures on investment
are still in excess of their own savings and the capital inflow from
other countries. In many countries, the increase in wages has been
exceeding the increase in productivity. Nevertheless, the problem
of inflation is of a different order from that of the early postwar
years. The danger now is not one of runaway inflation, but of
a persistent rise in prices and costs. There may continue to be
pressure for more investment or more consumption, but the solu-
tion of these basic problems cannot be found in inflation.

The Fund has always placed great stress on the role of a flexi-
ble financial policy in dealing with payments difficulties as they
emerge. The Fund has made special efforts to encourage a policy
of development with stability. Although aware of the need for
sound financial policies, many less developed countries seem un-
able to resist the temptation to finance development with bank
credit when their own savings and the flow of capital from abroad
are not adequate for urgent requirements. Such a policy is self-
destructive. It destroys the incentive to save and the ability to
attract foreign capital, both of which ultimately depend upon the
adoption of policies that create confidence.

Current Economic Problems

This brief survey of the postwar period is intended to emphasize
the vast changes that have taken place during the last 10 years.
The economic problems with which members of the Fund are con-
fronted are, with few exceptions, no longer those arising from the
destruction and disruption caused by the war. Economic growth
and development in the next decade may be far beyond the hopes
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of the last generation if a peaceful environment can be created and
arms expenditure reduced. Even under present conditions, pro-
duction will probably grow at a satisfactory rate in the industrial
countries and may be accelerated in many of the less developed
countries.

While the expansion of production and trade has been inter-
rupted for brief periods from time to time, the danger of deep
and prolonged depression has so far been averted. At the end
of last year, there was a pause in the growth of industrial produc-
tion in the United States and Canada and in nearly all countries
in Western Europe. There has been no recession in any of these
countries and, in several, the expansion of industrial production
has been resumed. World trade has not been affected by the slow-
ing down of industrial production. In fact, the expansion of world
trade has been an important element of economic strength during
recent months. It is, however, regrettable that in many countries
there has recently been increasing group pressure for protection
in various forms, and that the tendency toward free trade is not
0 strong as it was some years ago.

The effect of economic fluctuations on international payments
is especially significant to raw materials exporting countries. Gen-
erally speaking, changes in industrial production are accompanied
by changes in the volume of raw materials exports and in their
prices. For countries whose foreign exchange receipts depend upon
exports of a few sensitive raw materials, sharp fluctuations in
world markets for their products may impede their efforts to
secure orderly development of the economy and a rise in the
standard of living.

The disposal of surplus commodities by one country may dis-
turb the normal markets of other countries. Similarly, sudden
changes in the stockpiling of strategic materials are, of course,
unsettling to commodity markets.

Fluctuations in international markets for raw materials would
subside to some extent if international tensions were reduced.
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In any case, much can be done to alleviate the effects of fluctua-
tions in the exchange receipts of raw materials exporting countries
without entering into commodity stabilization agreements. This
would involve the accumulation of gold and foreign exchange re-
serves during periods of high export earnings, to be drawn upon
when prices are low and the export proceeds of a country are
falling. In such situations, it is reasonable for the Fund to be
liberal with drawings, provided the member is following good
policies, and thus will be able to repay the Fund and rebuild its
reserves when commodity markets improve. This is not the whole
solution to the problems arising from fluctuation in raw materials
markets, but the Fund could be of material assistance in minimiz-
ing the adverse effects of a sudden fall in foreign exchange receipts.
The tendency in some countries to import certain commodities as
a reserve against crop failures or shortages should also prove to be
a step in the direction of greater stability.

The real threat to the payments position of most countries at
present does not arise, however, from economic fluctuations
abroad. It arises rather from tendencies toward a persistent price
and cost inflation which originate in excessive public and private
expenditure for consumption and investment, and in an increase
in money incomes that exceeds the increase in productivity. This
threat to monetary stability is not necessarily confined to countries
with payments difficulties. The world is confronted with a chal-
lenging problem—to reconcile development and full employment
with monetary stability in a political environment which is still
uncertain. The solution of this problem calls for statesmanship
of a high order in all sectors of economic and financial policy.

There is one field in which current practice has not always
been sufficiently adjusted to changes in economic conditions.
The Fund Agreement provides that five years after the Fund
begins operations and in each year thereafter any member still
retaining restrictions under the provisions of the transitional
period must consult with the Fund as to their further retention.
Since 1952, the Fund has accordingly been holding annual con-
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sultations on the exchange restrictions still maintained under the
provisions of the tranmsitional period. In these consultations, the
Fund has stressed the importance of the relaxation of exchange
restrictions as the payments positions of its members improve.

In fact, there has been a considerable relaxation of exchange
restrictions in recent years. Even where the legislation authoriz-
ing exchange controls has not been modified to any great extent,
the actual restrictiveness of the controls has been reduced by
more liberal licensing policies. In some countries, exchange con-
trols are now more or less nominal, retained for possible need in
the future. The experience nearly everywhere has been that, once
restrictions are relaxed, the exchange authorities are reluctant to
reimpose them.

The ultimate elimination of all restrictions and discriminations
involves the establishment of convertibility, particularly of the
currencies of the great trading countries. The convertibility of
sterling, one of the two principal reserve currencies, is clearly of
strategic importance. Although their currencies remain incon-
vertible, the United Kingdom and most of the countries in Western
Europe have made them transferable over a wide area. This ex-
tension of transferability is still going on and it has resulted in a
steady approach toward the equivalence of these currencies and
dollars.

As a consequence of wider transferability, some of the practices
associated with inconvertibility are being moderated. Bilateralism
has been substantially reduced during the past year or two. As
progress in this direction continues, the patterns of multilateral
trade that evolve will more nearly approximate those that would
prevail under convertible currencies. Progress has also been made
toward reducing the dollar import discriminations, which are a
practical consequence of inconvertibility. In some countries,
dollar discrimination is now negligible or nonexistent. What re-
mains today is relatively small in comparison with such discrimi-
nation five years ago.
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The problem of convertibility is not merely a legal problem.
What matters most is that countries earning any currency should
be able to use their receipts to buy imports from any country and
to make payments in any currency. The practical problem is to
find the means to move gradually from the transitional arrange-
ments under inconvertibility to full-scale convertibility without
risking the progress already made in strengthening the pattern of
world payments.

The Task of the Fund

The Fund is prepared to help its members to deal with the
payments problems that will arise in an expanding world economy.
Although temporary setbacks may be unavoidable from time to
time, progress in relaxing restrictions and discriminations should
be accelerated as exports become large and deficits become rela-
tively small. The Fund Agreement recognizes that the general
use of exchange restrictions may be necessary at a time of world-
wide payments difliculties. Once these difficulties have been met,
it is contemplated that members will secure Fund approval for
the temporary retention or imposition of such specific restrictions
as are or may become necessary. Restrictions and discriminations
cannot be regarded as a substitute for financial policy in dealing
with underlying payments problems, or as a substitute for use
of reserves and credits from the Fund in dealing with temporary
payments difficulties.

Our members have shown that they regard drawings on the
Fund as equivalent to the use of their own reserves—to be drawn
as needed and to be replenished when the need has passed. Prog-
ress has been made in recent years in giving members greater as-
surance that they can count on help from the Fund to meet tem-
porary balance of payments difficulties. Our members have, as
you know, practically complete freedom to draw the equivalent
of their gold subscription to the Fund, what we call the gold
tranche. As has been said in the Annual Reports for 1955 and
1956, our attitude is liberal toward drawings in the first credit
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tranche, that is where a drawing would increase the Fund’s hold-
ings of a currency to between 100 per cent and 125 per cent of
the quota. Members should have no doubt that, given the need
and justification, drawings on subsequent tranches will be per-
mitted.

During the past three years, eight exchange transactions and
four stand-by agreements have been for amounts in excess of the
25 per cent of quota originally mentioned in the Articles of Agree-
ment as the normal limit; the Fund has waived this limitation in
each of these cases. The comparatively frequent use of the waiver
has shown that drawings in excess of quota limitations are not
to be regarded as something so exceptional as to be of little
practical importance to members. The Fund and its members
understand now much better the manner in which assistance from
the Fund can be integrated with the use of their own reserves.
I am confident that the resources of the Fund will be used to an
increasing extent and that they thus will become an even more
important addition to the reserves available to its members than
they have been in the past.

I believe that there has been a steady strengthening of the
mutual confidence between the Fund and its members. An in-
creasing number of our members have come, and will probably
continue to come, to us for advice and assistance on a whole
range of problems. It is the hope of the Fund that more deter-
mined efforts will be made by its members to stabilize their
economies and to put into effect the fair exchange practices for
which the Fund stands. Members, in turn, will need and will be
able to obtain more assistance from the Fund, both technical
and financial. If they were to approach the Fund confidentially
and in good time, it would often be easier to work out a reasonable
and helpful solution to their problems. The Fund has sometimes
been confronted with measures on which a decision had to be
taken within a few days, without sufficient information and to
which, therefore, the Fund could not give adequate consideration.
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The objectives of the Fund will be achieved only if its mem-
bers are prepared to pursue financial policies that are consistent
with the maintenance of a balanced payments position. Even
large reserves and generous assistance from the Fund and others
cannot, in the end, prevent balance of payments difficulties in a
country that does not act effectively to prevent price and cost
inflation. On the other hand, a country that pursues sound
policies will find that it can deal with the payments difficulties
that arise, relying on the use of its own reserves and assistance
from the Fund. The greatest contribution that members can make
to their own well-being is to direct their financial and monetary
policies to internal stability and external balance.

With this Annual Meeting, I bring to a close my five years
of service in the Fund. It has been a stimulating experience to
work with the officials of our members and the distinguished men
on the Board of Governors. 1 want to express my appreciation
for the loyal and devoted efforts of my associates on the Execu-
tive Board and my colleagues on the staff. I welcome my suc-
cessor, my fellow countryman and friend, Mr. Per Jacobsson, and
I leave the Fund with my best wishes for all who will guide it
in the years to come. I have faith in the efficacy of international
monetary cooperation and in the successful collaboration of the
Fund and its members.
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ELEVENTH ANNUAL REPORT

STATEMENT BY THE GOVERNOR FOR YUGOSLAVIA!

Nenad Popovic

It was with feelings of confidence that at our last few Annual
Meetings we have been able to turn our gaze backwards noting the
positive achievements of the past and at the same time to look
forward into the future with more justified expectations and hopes.

It is, nevertheless, true that this experience indicates no more
than the existence of a movement toward the solution of our
problems. Certainly it does not mean that the problems have been
solved. What the solutions will be and when they will be reached
are still uncertain. The problems themselves, on the other hand,
are real and urgent.

I can agree without qualification that the challenging problem
with which the world is confronted today is that of reconciling
development and full employment with monetary stability in a
political environment which is itself uncertain. In other words,
how can we reconcile an expanding economy with stability, or
better still, how can we assure stability to an expanding economy?
The results of the last few years appear to show that it has been
the policy of expanding our productive forces as well as our pro-
duction that has made the achievement of some sort of stability
at high levels of employment possible. It would be idle to argue
here all the academic possibilities and all the aspects of this prob-
lem. It is, however, important, and indeed, essential, to take into
consideration the fact that certain responsibilities in relation to the
problems are imposed upon all of us both by logic and by neces-
sity. While these responsibilities—for full employment and for
development—are worldwide, the problems of full employment are
more prominent in industrialized countries, those of development

1Session No. 3, September 26, 1956.
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in the backward areas. The two problems are, in fact, parts of
one general problem, which presents itself in different ways ac-
cording to the varying conditions of specific individual countries.
They provide the foundation for our national economic policy,
and, therefore, for the national responsibilities that have to be faced.
Together they constitute the one universal problem of an expand-
ing world economy, of the progress of humanity as a whole. When
viewed in this light, they are seen to be also an international
responsibility, and will more and more come to be so regarded.
Moreover, the two types of responsibility are closely interrelated.
There is a national responsibility to the world community, and,
at the same time, the international community has a responsibility
to each individual country to help it in its efforts to achieve its
national goals of full employment and development.

We do not speak here of priorities. There is no need to deter-
mine whether stability should be rated higher or lower than full
employment and development. The objective we must set before
us is that of a dynamic expanding economy, in which both full
employment and development are harmonized with stability. We
should regard full employment and development as forces of
progress which will enable us to move ahead with an assurance
of greater stability. Nobody wants stability of poverty, of unem-
ployment and backwardness. The stability that we want must be
achieved at higher levels of production and productivity and with
higher standards of living. These goals, of course, cannot be
reached if stability is forgotten, neglected, or pushed aside. We
are not, however, dealing with mere abstract notions, but with
relations and processes that are very concrete. Dynamic stability,
not static stability, is our objective.

The experience of the last five years, especially in the indus-
trialized countries, shows that employment levels can be raised
at the same time as more stable relations are established. This has
been true of individual national economies, but it has also been
true internationally, or at least regionally. It would of course be
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dangerous to simplify the problem by ignoring the adjustments
which the war and the cold war that followed it have required.
These influences give a specific quality to the present level of
employment, and their effects will continue to be felt. The urgent
problem, however, is to rule out the very real possibility that
inflationary pressures may re-emerge as the result of our movement
to very high levels of economic activity. How can we continue
to move forward without overdoing it, or without any risk of
retrogression?

The whole problem is much more complex for those economies
which at the same time have to struggle for development. It is
not difficult to see that for them the problem is one of insufficient
capital formation, which is not compensated by an adequate flow
of finance for development from abroad. Internally the problem
expresses itself in inflationary pressures, externally in balance of
payments deficits, which in turn worsen the conditions of inter-
national trade, and in fact create a framework for the imposition
of restrictions or the maintenance of restrictions already in op-
eration. For economies concerned with development, the solution
must, therefore, be closely related to better and more adequate
international long-term financing.

One part of this job has been performed, and is still being
performed, by the International Bank for Reconstruction and De-
velopment. The figures show that the Bank has been able to
make a remarkable contribution. The Bank’s achievement is one
on which we can look with some satisfaction. But the Bank’s
activities are still lagging far behind the most elementary current
needs for development. It is, therefore, to be hoped that it will
be able not only to continue its present rate of activity, but to
enlarge and broaden its work in the future, by using its own re-
sources more liberally, in terms both of quantity and of the con-
ditions associated with Bank loans, as well as by further reliance
on the resources of capital markets. In any event, it is absolutely
necessary to embark more energetically on large-scale international
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efforts to ensure development financing on a worldwide scale.
In this connection, the efforts undertaken through the United
Nations, and in particular the Special United Nations Fund for
Economic Development scheme, deserve special attention.

It is under these highly unfavorable conditions of almost non-
existent, and certainly quite inadequate, finance for development
that the International Monetary Fund has to strive to achieve
its purposes. It has to assist its members to build up firm econo-
mies for which adequate foundations are in fact lacking.

It would indeed be wrong and harmful to suppose that the In-
ternational Monetary Fund ought to be something different from
what it actually is. It has weathered the difficulties of the postwar
transitional period. It has maintained intact and liquid its very
substantial resources, which today are more and more becoming
a genuine international monetary reserve. It is realistic to expect
that maybe very soon the Fund will become much more active
through a more active use of its resources.

To say this is not in any way to belittle the Fund’s activities
in the past. Just the contrary is the case. We must not forget the
Fund’s strenuous efforts for the elimination of many ideas which
have had harmful effects on international economic behavior, or
its constant admonitions concerning the effects of inflationary
finance. When today we speak of the indispensability of stability
in an expanding economy, we are in fact speaking in terms of
the policies of the Fund. We are fully aware, for example, of the
fact that bilateralism—which in the past has been, and still is to
some extent, a necessity—is today an obstacle to the creation of a
freer world market where, by means of multilateral trade and
transferable foreign exchanges, we might move closer to a more
economic international division of labor. A world market of this
kind is not only our goal—it is even more the means for progress
toward an expanding national and world economy in which both
higher employment and more rapid development will be attained.
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Such a movement must mean a greater volume of international
trade, more exports and more imports, trade which is not confined
within bilateral fences, but in a freer and wider world market,
trade with more countries and with fewer restrictions.

This movement will not only strengthen the production and
trade of national economies, but will also mean more independent
national economies, which will then be in a stronger position to
cooperate internationally. We in Yugoslavia can appreciate the
importance of these goals, because in our own experience we have
come to know what the burdens of development are, and we
understand even more thoroughly the meaning of the chains of
backwardness. We feel the limitations imposed by bilateralism;
we realize the advantages of multilateral trade, as well as those
of a freer measure of transferability in international payments.
And we know also the best way out of our difficulties is by en-
suring the stability of an expanding economy which will enable
us to diversify and increase the volume of our foreign trade.

Today the political waters are still troubled. We have peace,
but we have still got to fight for it. Those who are prudent realize
that war cannot and must not be the means for settling differences.
Force and aggression must be put where they properly belong—
in the criminal sector of international behavior. For all these reasons,
it is necessary today to strive for sound international economic re-
lations, free from imposed and negative political interference.
Sound economic relations will then provide the material founda-
tions and framework for a more peaceful world. This will be
achieved as we succeed in expanding the international economy,
ensuring stability together with high levels of employment and
more rapid development, on the basis of greater and freer inter-
national trade and a more economic international division of
labor. Only in this way can we help to eliminate the evils of a
world divided by the extremes of poverty and prosperity, the
contrast between backwardness and progress.
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STATEMENT BY THE ALTERNATE GOVERNOR FOR MEXICO!

Rodrigo Gomez

It is with great pleasure that the Mexican Delegation con-
gratulates the Board of Directors on their excellent presentation of
the over-all monetary and exchange situation. We have also
listened with great interest to Mr. Rooth’s keen analysis of the
task which confronts the International Monetary Fund and its
members in attempting to solve the challenging problems of a
world which is striving for ever higher levels of production and
international trade.

The problems faced by different countries, which are a con-
sequence of the structure of their foreign trade and the particular
behavior of the demand for and the price of various groups of
export commodities, have indeed been superbly presented. This
approach greatly contributes to an understanding of the strong
dynamic forces which determine the status of a country’s economy.

The experience in recent years of many Fund members whose
currencies are convertible or are acquiring features of convertibility
provides an important lesson which must be constantly stressed.
National policies aimed at convertibility and multilateralism, in
addition to sound economic policies on the domestic front, con-
tribute greatly to increased production and efficiency, and, con-
sequently, to higher standards of living. These remarks, the
Mexican Delegation feels, are especially timely now that we are
witnessing a gradual abandonment of exchange and foreign trade
practices of a restrictive or bilateral nature in many industrial and
primary producing countries.

The recent experience of my own country, Mexico, which
corroborates that of some other countries, is a very good ex-
ample of the over-all benefits that may be derived from following
a policy of freedom in exchange transactions. It is significant
that such benefits are obtained not only in the broad field of

1Session No. 3, September 26, 1956.
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economic development, but also in monetary and financial prob-
lems of a short-term nature.

By maintaining absolute freedom of exchange and endeavoring
to solve its economic problems through general fiscal and mone-
tary policies, Mexico has fulfilled the basic objectives of the Fund.
The facts prove that, in following such policies, the economic
development of Mexico has not been impeded; on the contrary,
in the last two decades a very high rate of increase in production
has been achieved, both on a total and a per capita basis.

Particularly in the last three years, by following the path of
sound domestic monetary and fiscal policies, we have been able
to lay the foundations for a prolonged period of monetary
stability, as promised by the President of Mexico. The immediate
beneficial effects obtained may well be exemplified by the fact that,
during 1955, it was possible to double the foreign exchange
reserves of the country, while the money supply increased by
approximately only two thirds of the increase in such reserves.
At the same time, national product in real terms rose at a rate
of 10 per cent per annum. During the first eight months of 1956,
production in real terms continued to expand at a high rate,
while the price level and the money supply remained stable.

There is no denying that this improvement has not been the
result of domestic economic policies alone, but also of the very
important fact that, with significant exceptions like cotton, foreign
markets have been satisfactory due to increased production in
industrial countries. Further help has also come from greater
convertibility and transferability throughout the world. However,
it must be mentioned in this respect that there is still much
ground for constructive thinking regarding additional steps that
could be taken to foster the process toward freer exchange trans-
actions and also to coordinate the measures adopted by one or
several countries.

If ways have been found to put on a multilateral basis the
bilateral transactions that some countries conducted with their
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European trade partners, ways may undoubtedly be found to
extend such multilateralism to trade between countries with not
fully convertible currencies and the less developed countries of the
dollar area. The latter need to compete on equal terms in inter-
national markets. They are well prepared to compete. Moreover,
their growing purchasing power is a factor that European countries
will increasingly take into account.

There is obviously good reason to devote our thoughts and
efforts, under the expert guidance of the Fund, to the solution of
the above-mentioned problems. We must not forget that they
affect many of those very members whose exchange transactions
are already in line with the Fund’s ultimate purpose.

I would not wish to conclude these remarks without expressing
our warm thanks to the Fund’s very competent staff and manage-
ment for the assistance which they are always ready to extend
to member countries. The Mexican Delegation would also like
to convey its special appreciation to the Managing Director,
Mr. Ivar Rooth. The imaginative ability and the devotion with which
he has carried out his duties deserve our highest praise. We take
this opportunity to extend to him our heartfelt recognition and
esteem.

STATEMENT BY THE GOVERNOR FOR CANADA?
Walter Edward Harris

From the beginning, we in Canada have attached great impor-
tance to the success of the Fund. Amongst other important
reasons for this, we have seen in the Fund a means of helping
countries establish currency arrangements which would enable
them to get as much benefit as possible from their trade with each
other. This will be accomplished to the extent that currencies
are convertible and trade is free of repressive controls. A properly
functioning system of multilateral trade and payments is of great

1Session No. 3, September 26, 1956.
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importance to a country like Canada which has a large volume
of trade now amounting to about $10 billion a year.

But it is not only in our own national interest that we hold
these views. For, as the Fund Agreement witnesses, it is in the
general interest of all of us that progress should be made along
these lines as rapidly as possible. The retiring Managing Director
put the point very well when he said on an earlier occasion:
“The reduction of such restraints on international trade and pay-
ments is not a favor conferred by one country on another. Rather
it is a logical and necessary step through which a country secures
for itself the widest participation in an expanded volume of world
trade.”

When the Fund Agreement was drafted, it was recognized that
some members would require time to recover from the effects of
the war before they could develop exchange arrangements of the
type which the Fund Agreement sets up as standard, i.e., arrange-
ments in which currencies are convertible and discrimination is
avoided. In some ways, the 10 years which have elapsed since
the Fund Agreement was drafted have proved more difficult than
was foreseen. World tensions have added to payments difficulties
by distorting normal channels of trade and by causing an enor-
mous diversion of resources into armaments. On the other hand,
not all the factors which were not foreseen at Bretton Woods have
been of an unfavorable character. No one could have foreseen the
extent to which the United States and other countries, through
their foreign aid programs, would help in the economic recovery
of the rest of the world. Further, the surge of economic progress
in the United States during the past 10 years has been more
continuous and far-reaching than was generally foreseen, and this
has been a source of strength to the rest of the world.

As things have turned out, both the economic position and the
payments position have, particularly during the last few years,
developed along favorable lines in most countries, although
progress has been greater in the industrial than in the less de-
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veloped countries. World production and trade have risen very
rapidly, and the world has been able to add substantially to its
reserves of gold and dollars. To some extent, this improvement
can be accounted for by dollar outlays associated with the eco-
nomic aid and defense programs of the United States, but there
has also been a substantial increase in the amount of dollars that
other countries have been able to earn by the sale of goods and
services. In addition, there has been a considerable outflow of
capital from the United States for private investment abroad.

These favorable developments have led many countries in
various parts of the world to relax their exchange restrictions
quite considerably. While only a handful of the members of the
Fund have assumed the legal obligations of convertibility, a
number of countries in Western Europe have made such progress
in doing away with exchange restrictions that their currencies are
for all practical purposes convertible, at least in the hands of
nonresidents. Some of these countries have also gone a long way
toward doing away with discrimination in their import restrictions.

At the same time, there still remains in most countries a con-
siderable body of restrictions and discrimination, particularly
against the dollar countries. I am sure my colleagues will agree
that, while we should welcome the progress which has been
made, the Fund should watch this situation carefully and give
continuous thought to how it can most usefully and effectively
encourage and help its members to move toward convertibility
and nondiscrimination.

Looking back at the 10 years that have gone by since the Fund
began operations, it seems to me that we can draw the conclusion
that the objectives embodied in the Fund Agreement remain today
as valid as they were when the Agreement was drafted. These
objectives include the expansion of trade, the promotion of inter-
national monetary cooperation, exchange stability, the avoidance
of exchange restrictions and discrimination, the establishment of
convertibility and a multilateral system of payments. There is
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naturally room for discussion as to whether one would today
draft each provision of the Fund Agreement in precisely the same
way (and I confess that I am thinking particularly about some
of the provisions regarding the par values of currencies). Never-
theless, I think one can say without qualification that the interests
of all of us will best be served to the extent that we are able to
accomplish the general purposes for which the Fund stands.
The progress that many countries have made toward these ob-
jectives, in spite of great difficulties, provides real evidence that
they are not remote ideals, but that they are very practical methods
of increasing our prosperity and well-being.

At the same time, we should not underestimate the remaining
difficulties. Some people have laid great stress on the uncertain-
ties associated with the flow of dollars derived from important
noncommercial items in the accounts of the United States. More-
over, inflationary pressures have reappeared in various parts of
the world and in cases fresh balance of payments difficulties have
arisen. Finally, we must take special account of the position of
underdeveloped countries, who naturally desire to press forward
with their economic development. The monetary and exchange
problems of these important parts of the world require discerning
and sympathetic treatment, which I am sure the Fund should
and will be prepared to give them.

If T may sum up these observations at this point, I would say
first that the aims of the Fund are desirable today as they were
at Bretton Woods; second, that these aims are more attainable
and less remote than they have seemed many times since Bretton
Woods; and third, that, if we can strengthen the Fund, we shall
achieve our aims more easily and more quickly.

1 should like now to place before my colleagues for considera-
tion a suggestion regarding the working methods of the Fund
which, if adopted, would, I think, increase the effectiveness of the
institution. As my colleagues are aware, the main business of
the Fund is transacted by our Executive Directors sitting under
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the Chairmanship of the Managing Director. Most of the Execu-
tive Directors, like their Alternates and like the members of the
staff of the Fund, live in Washington and work most of the time
at the headquarters of the Fund.

We have been wondering whether the Fund, as an institution,
might not be stronger and more useful to Fund members if, with
the staff and the Alternates continuing to reside here, more of the
Executive Directors were chosen from senior officials of treasuries
or central banks who would continue to have operating responsi-
bilities in their own countries. These Directors would come to
Washington a few times a year for scheduled meetings to deal
with policy questions and other important matters which were
ripe for consideration. Any routine matters, and such occasional
emergency situations as might arise, could be dealt with in meet-
ings chiefly attended by Alternates who would, of course, keep in
touch with the Directors and the countries they represent by the
rapid means of communication now available.

No change in the Fund Agreement or By-Laws would be re-
quired to put this proposal into effect. All that would be needed
would be that the Executive Board should so arrange its business
that there would be only a limited number of meetings each year
at which important policy questions would be placed on the
agenda. This would enable the Executive Directors to combine
their operating responsibilities outside Washington with periodic
trips to this city for Fund sessions where they would meet their
colleagues from other countries and deal with Fund business.

I can see several advantages which the Fund and its members
might derive if the Executive Board were to operate along these
lines. Perhaps the most important is that one would hope in this
way to make the Fund a more effective instrument of consultation
and collaboration. The presence at important policy discussions
at the Executive Board of a considerable number of persons with
operating responsibilities is likely to make these discussions more
purposeful and concrete.
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In addition to increasing the effectiveness of the Executive
Board, it seems to me that the suggestion we have in mind would
also give rather more scope to the Managing Director and his
staff. I would lay particular emphasis on this point because it
seems to me that a very important part of the Fund operation
should consist of frequent intimate contacts between the top staft
of the Fund and treasuries and central banks in which information
is given and ideas exchanged. A change along the lines of this
proposal would, I think, make it more possible for the Managing
Director and the international staff to develop relations of this
character with members.

A further advantage of holding meetings of the Executive
Board a few times a year attended by officials with operating
responsibilities would be the opportunity these meetings would
provide for discussions and the exchange of information and
opinion on many matters of interest in the financial field. West-
ern European countries already enjoy these facilities in connec-
tion with meetings of the Managing Board of the European Pay-
ments Union, the Bank for International Settlements and other
institutions, and I believe that the adoption of similar working
methods by the Fund might be of great benefit to non-European
members. By the same token, it might be beneficial for European
countries to hear the views and learn at first hand the problems
of other countries which the opportunity to talk things over would
provide.

As I said a moment ago, no change in the Articles of Agree-
ment or the By-Laws is required to put this suggestion into
effect. Two or three of the 16 Fund’s Executive Directors already
combine their Fund functions with operating responsibilities out-
side Washington. I realize, of course, that all countries may not
find it practicable or even desirable to be represented by an
Executive Director with the type of responsibilities I have sug-
gested. I do not think that any rigid rule need be observed,
though one would, of course, hope that a considerable number
of countries would think well enough of the idea to give it a trial.
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The Executive Directors merit our sincere thanks for the
arduous work they have been doing on our behalf. I believe that
a change along the lines of my suggestions might make this work
still more effective. Like any other developing institution, the
Fund can usefully reappraise its procedures from time to time.
A very important task lies ahead of us in furthering the progress
toward convertibility, nondiscrimination and orderly exchange
arrangements and, not least, in providing an effective mechanism
through which we can consult and cooperate with each other
in international financial matters. It is as a possible contribution
to our success in this task that I put these ideas forward for
your consideration.

STATEMENT BY THE (GOVERNOR FOR THE DOMINICAN REPUBLIC!

Milton Messina

On behalf of the Delegation of the Dominican Republic at this
Annual Meeting of the Board of Governors of the International
Monetary Fund, I take pleasure in conveying my sincere congratu-
lations to the Executive Directors for the excellent Report pre-
sented to the Board of Governors and, particularly, to the Chair-
man of the Executive Board, Mr. Ivar Rooth, for the splendid
achievements of this institution during the fiscal year ended
April 30, 1956.

It is indeed encouraging for the members of this institution
to note a substantial improvement in the field of international
exchange reserves in 1955, and that, consequently, exchange dis-
criminations have diminished, facilities for the transfer of certain
currencies have been broadened, and payment discriminations as
a result of bilateral agreements have all had a lessened bearing
on international trade.

1Session No. 3, September 26, 1956.
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It is also encouraging to learn that extensive projects for the
increase and diversification of production in the less developed
nations are being successfully undertaken and that there has been
a substantial increase in the output of the economically more
advanced countries.

Nevertheless, we still have far to go in order to banish from
international trade some of the basic obstacles that hinder a more
extensive integration of trade among our countries. Collective
as well as individual efforts are necessary if we are to cope with
the problems of overproduction of agricultural commodities in
industrial countries, as well as that of finding adequate outlets
therefor.

The inflationary pressures exerted upon many nations must be
avoided and stable balances of payments must be secured, espe-
cially in countries exporting raw materials which find themselves
hampered in their economic development programs because of
fluctuations in the prices of their basic export commodities.

All efforts tending to increase production in underdeveloped
countries are thwarted by fluctuations in their export receipts,
particularly in those countries with yearly increases of exports.
Therefore, the international reserves of those countries are in-
sufficient to attain a balanced development and their foreign
exchange is reduced to inadequate levels as they must perforce
invest all their export proceeds in foreign currencies in order to
carry out urgent programs for economic development.

The Dominican Republic is one of those countries which have
suffered from these fluctuations in export earnings. Although its
exports in 1955 were considerably greater than in 1954, its earn-
ings on this score decreased by 5 million pesos.

Likewise, during this same period, imports increased from 94
million pesos to 112 million pesos, a 20 per cent increment
stemming from the extraordinary public works program carried
out by the Government to hold the Fair for Peace and Brother-
hood in the Free World.
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These factors reduced the trade balance, which in 1954 showed
a favorable margin of 20 million pesos, to 3 million pesos for
1955, and caused the Central Bank’s official reserves in foreign
exchange to remain at the same level as before, which brought
about a difference of 38 per cent to 32 per cent between said
foreign exchange holdings and the total of imports.

The difficulties caused by the decline in the prices of our export
commodities notwithstanding, the Dominican Republic’s economy
maintained its rapid expansion due mainly to the considerable in-
vestments made by the Government in public works which, in
turn, contributed effectively to an improvement in the standard of
living of the entire population and to the maintenance of a high
rate of employment. In fact, these outlays, which amounted to
50.9 million pesos in 1954, increased to 63 million pesos in 19535,
and in private enterprise the increase was from 30 million pesos to
38 million pesos, with over-all national production rising—according
to preliminary estimates by the Central Bank—from 471 million
pesos in 1954 to 542 million pesos in 1955.

In comparison with 1954, monetary conditions were character-
ized by an expansion in money supply within a relative price sta-
bility and a total absence of inflationary problems which might
affect the international parity of the Dominican gold peso.

As was to be expected, currency expansion was determined by
local factors and not by a favorable trade balance as in 1954.

Although there was a considerable rise in nominal wages, it was
offset by an increase in the availability of goods and services inas-
much as prices underwent merely a slight increase. This expansion
in currency had no inflationary impact. This was so because the
increase in the production of goods and services and a tendency
among private sectors toward saving accounts in commercial banks
voided inflationary trends. These favorable circumstances induced
the Monetary Board to avoid any restrictive policy in granting
credits to commercial banks, as well as the practice of any method
of contraction such as an increase in the legal reserve funds, an
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increase in rediscount rates and the sale of securities in the open
market.

The Dominican Republic remained free of any foreign debt in
1955 and, although there was an increase in short- and medium-
term liabilities in foreign exchange contracted by commercial banks
and the Central Bank, its international exchange reserves remained
at satisfactory levels.

As a result of the increase in the price and volume of sugar and
coffee exports during the first six months of the current year, the
balance of trade exceeded that for the same period in 1955. Con-
sequently, our balance of trade showed a surplus of 18 million
pesos as compared with the 12 million of the preceding year, and
this explains why our international exchange holdings increased in
relation to the balance as of December 31, 1955.

On the other hand, domestic payments have decreased with a
satisfactory currency stability prevailing, as reflected in the main-
tenance of a stable level of loans in private sectors as well as within
official institutions.

Moreover, prices remain steady and Government investments
in public works, in keeping with the policies launched by General-
issimo Trujillo, maintain a satisfactory level of employment and a
very high standard of social welfare.

Due to the steadiness of export prices as well as the increase
in export production and the Government’s program for outlays,
prospects for the second half year are encouraging indeed.

As matters stand, it is to be expected that at the end of this year
our balance of trade will even surpass last year’s, and that the 1954
top levels in international exchange reserves will be reached again,
provided, of course, that there be no impairment of trade relations
and that industrialized countries maintain their high employment
rate in order that the demand for our exportable surpluses remain
at the same Ievel.
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May I avail myself of this occasion to point out that the Domini-
can Republic has never failed to extend its full support to the In-
ternational Monetary Fund and, in fact, has accepted the commit-
ments contained in Article VIII of the Fund Agreement, has
maintained a stable rate of exchange, and does not apply payment
restrictions to international transactions.

As an acknowledgement of confidence in this international insti-
tution and basing itself in such policies, the Dominican Govern-
ment has deemed it advisable to apply for an increase in its quota*
in the Fund.

Finally, I wish to congratulate the members of the Executive
Board for the wise policies adopted by them during the past fiscal
year, especially those sound measures relating to the employment
of the Fund’s resources and to investing a given amount of its
assets in gold in readily negotiable United States Treasury paper.
The latter decision,* which was adopted with the object of balanc-
ing the Fund’s budget, has our support, and we hope that at the
close of the next fiscal year its results will have proved profitable
for this institution which is dedicated to such lofty aims in the
field of international economic relations.

STATEMENT BY THE GOVERNOR FOR THE UNITED KINGDOMS3

Harold Macmillan
I would like first of all to congratulate Mr. Rooth, the Execu-
tive Board and the staff on their Annual Report for 1956.

As in past years, this Report constituted an interesting survey
of international financial development. It is, therefore, of great
value to member Governments as well as to all students of these
problems.

The year which the Report covers has included the tenth an-

1Resolution No. 11-6, page 142.
2 Annual Report, 1956, page 147,
3Session No. 3, September 26, 1956.
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niversary of the Fund, and I am glad to learn that it has decided
to mark the occasion with the publication' of an account of the
Fund’s activities during this period. This anniversary presents a
most suitable opportunity for stocktaking, for reviewing the past
and for drawing lessons for the future.

When the Inaugural Meetings were held at Savannah in
March 1946, there were many apprehensions regarding the future of
the Fund. The difficult economic and political conditions of the
time made many people ask whether it would not be better to
delay setting up the Fund until greater stability had been achieved.
There were fears that the upheaval and disruption of the war
would make it impossible for member countries to live up to the
principles and precepts which the Fund’s Articles lay down.

In fact, however, as we look back on the past 10 years, we see
how different the problems with which we have had to grapple
have been from those which were expected. We have not yet
achieved the conditions in which all members can dispense with
the transitional provisions of Article XIV. What we have achieved
—and it is a major achievement—is the habit of cooperation in
financial and monetary matters. Members are now prepared to
discuss with other members questions which once they would have
refused to contemplate as suitable for international discussion.
This has been a great gain to us all. We have all also benefitted
from the wisdom and expertise which the staff of the Fund have
been developing over these 10 years. But the Fund is not yet
all it could be and, however good its staff is, in the ultimate the
Fund can only be as effective as its members wish it to be. We
must continue to explore ways for making the Fund more effec-
tive, especially in those respects in which development has been
less marked.

In the national field also, we have had to re-examine a good
many of the ideas and the beliefs we held 10 years ago.

1The First Ten Years of the International Monetary Fund.
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In the United Kingdom, for instance, as indeed in most of the
industrial countries, everyone was worried immediately after the
war with two fears—deflation and unemployment. But, in fact,
what we have had to deal with all the time has been the problem
of securing economic progress without inflation.

Again, when the war ended, we were much concerned as to
how the surplus productive resources created by the war were
going to be harnessed to peacetime uses. But instead of the dis-
armament we all expected, we have had to meet a very heavy
burden of defense, and no surplus resources have emerged.

Ten years ago, our chief anxiety in external matters was the
dollar gap. In the last few years, we have been thinking in terms
of earning our share of the dollar surplus—a surplus which was
certainly not expected and has been maintained perhaps by gen-
erosity rather than trade.

However much some of our expectations may have been falsi-
fied, no one, I imagine, would dispute that it was recognized then
and remains true today that the proper functioning of the Fund
requires that all members should follow sound internal policies.
By this I mean that the available economic resources of each
member country should be fully deployed without greater demands
being made on the resources that can reasonably be met.

We all have to steer our course between the twin monsters—
inflation and deflation; it calls for courage from the helmsman and
sometimes he needs to stop his ears, especially if he be a Finance
Minister, against the blandishments of sirens.

During the past few years, as the Annual Report clearly brings
out, it has been inflation which most of us see as the threat to
economic and political stability and to international trade and
cooperation.

Certainly in the United Kingdom our problem has been to pre-
vent excessive demands on our resources. I think I may fairly
claim that our recent efforts have not gone unrewarded.
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The rise in consumer prices in the past six months has been
only 2 per cent, and this despite a radical improvement in our
balance of payments which has converted an annual deficit of
about £100 million for 1955 into a surplus of well over
£ 100 million for the first half of 1956.

At the same time, we have gained much useful experience of
the efficacy of the various counterinflationary measures we have
taken in the past two years.

The Report mentions the importance of monetary policy as a
weapon for attacking inflation. This is undeniable. But we have
learned, as have others, that, by itself, and even if accompanied
by high taxation and budget surpluses, monetary policy may not
be able to deal with all the problems of a buoyant economy.

Many countries in the last year or so have had experience of the
impact of monetary discipline—generally toward dearer money.
We could learn much from each other and consider whether there
is not here a whole area of new problems which we could study
together. In brief, do we need additional—and perhaps more se-
lective—methods to control a boom.

For we must remember that governments today are pledged—
and rightly pledged—to policies of full employment and a high
level of economic activity. They cannot, therefore, push their
fiscal and monetary policies to the point of outright deflation.

Stability and economic expansion, therefore, can be ensured
only if neither wages and salaries on the one hand nor distributed
profits on the other take too large a share of production.

Unless demands for increased incomes are limited to something
less than the increase in productivity, there are no resources left
to meet other demands—for more investment, or to increase
financial reserves. This point becomes especially important at a
time when increased personal spending competes for the same
resources as are required for exports and for capital goods.
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This is what happened in Britain last year, and it explains why
both my predecessor Mr. Butler and I have had to supplement
general monetary and fiscal policies with more discriminating
measures, notably the control of hire purchase and especially
in the field of what I believe are called consumer durables. I
said earlier on that the proper functioning of the Fund can only
be ensured if member countries have healthy economies. I might
have added that in achieving healthy economies they must have
continuous regard to the impact of their policies on other mem-
bers. For, if there is one economic lesson we have learned in the
past quarter of a century, if I may adapt an old epigram, it is
this: that prosperity is indivisible. If members’ policies are to
strengthen their economies at the expense of their neighbors,
problems will arise. Just as members having balance of payments
deficits should take the necessary steps to correct the payments
disequilibrium, so those in strong creditor positions should frame
their external policies having regard to the effect of their strength
on other, weaker, members.

Creditors have responsibilities as well as debtors and must be
prepared to take steps to offset a persistent tendency to balance
of payments surplus. In this connection, my colleague from the
United States will forgive me if I say how much we admire the
way in which his country has mitigated since the war the adverse
effects on other members of the world dollar shortage. The most
striking and, indeed, most important contribution by his Govern-
ment to the solution of this problem has, of course, been the
enormous flow of aid to the rest of the world.

The Report mentions that no less than one quarter of the
supply of dollars made available to the rest of the world since
1950 has been provided by the U.S. Government. Without this
aid, it is hardly an exaggeration to say that there could have been
virtually no progress toward a system of freer trade and payments,
and, indeed, the whole apparatus of financial cooperation might
well have come to nothing.
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We acknowledge, too, the U.S. Administration’s efforts to pro-
mote liberal trade policies. Perhaps we might wish that more
progress had been made in this direction. But we are not unmind-
ful of what has, nevertheless, been done to facilitate the import
of goods into the United States from the rest of the world.

The past 12 months have seen some important tariff reductions,
and a valuable contribution to the simplification of Customs pro-
cedures.

During the last few years, we have experienced in Europe the
emergence of a new pattern of creditor and debtor positions. As
you will be aware, at the last meeting of the Council of Ministers
of the Organisation for European Economic Co-operation, it was
decided to set up a Working Party to examine the dangers of the
widening of the debtor and creditor positions in the European
Payments Union. When this examination has been completed,
it should enable appropriate action, both joint and individual, to
be taken at the right moment so as to reduce the effect of these
dangers.

1 believe the Fund has something to learn from this develop-
ment, and I would like to suggest that in the future the Fund pay
particular attention to the strength, as well as to the weakness, of
members’ external positions.

Broadly, the general policy of the United Kingdom remains un-
changed, and we shall continue to take such steps as we can from
time to time to liberalize our arrangements for trade and payments.

I would particularly like to refer to the recent measures taken
by the United Kingdom to increase the volume of intra-European
trade which has been freed from all restriction.

In his statement last year my predecessor expressed the hope
that staff discussions might take place between the Fund and the
OEEC. During the past 12 months, certain discussions have, in
fact, taken place, and I trust that the foundation has now been
laid for close cooperation between the Fund and the European
Fund when the latter comes into existence.
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Certain steps have also been taken to improve the liaison be-
tween the Fund staff and the Contracting Parties to the General
Agreement on Tariffs and Trade. I hope that it will be possible
to find ways and means of building upon this foundation.

In one respect the Fund has not developed as its founders
expected—in recent years the use which members have made of
its resources has tended to decline rather than to expand. Doubt-
less, we can look to the history of the Fund’s operations for the
explanation of this tendency. There was the period immediately
after the inauguration of the Fund when the Fund’s resources
were used fairly freely by its members, including the United
Kingdom. The practices of that period were, however, eroded
in the years that followed as a result of a difference of opinion
among members of the Fund as to the conditions under which
drawings from the Fund should be made and also of the decision
that countries receiving Marshall Aid should not be eligible for
a drawing. The generous aid which the United States gave under
the Marshall Plan was much greater than the support which the
Fund could provide. But the result was that the Fund’s resources
were relatively little used.

There followed a third period in which the introduction of what
has come to be known as the “Rooth Plan” made clear that the
Fund stood ready to make its resources available to its members
and thus play its full part in facilitating trade and payments. The
introduction of this new approach coincided, however, with a
period in which the gold and dollar reserves of many of the mem-
bers were rising. Hence, as a result of this sequence of develop-
ment through these 10 years, the use of the Fund’s resources has
come to be regarded by its members as something which is quite
abnormal instead of the most natural way of meeting temporary
requirements.

I am sure that Mr. Rooth was right to point to the importance,
from the Fund point of view, of members regarding drawings as
something much more akin to the use of their reserves—to be
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drawn upon as needed and to be replenished when the need has
passed.

It is almost tautological to stress that the Fund cannot play
the fully integrated role which was cast for it as a world credit
institution until its members are prepared to use it freely as an
integral part of the credit facilities which make possible the healthy
expansion of international trade. We ought not to be content with
the role the Fund is playing until the use of its resources is re-
garded by members as being an entirely normal way of meeting
short-term foreign exchange requirements. But if members are to
regard the Fund facilities in this way, consideration may have to
be given to the structure of Fund charges.

Later on at this Meeting I understand that we shall be invited
to approve a Resolution' concerning the continuance of the exist-
ing scale of charges imposed on members purchasing currency
from the Fund. While I see the reason for this, I should like to
propose that, at some date in the not too distant future, a further
study should be undertaken of the possibility of simplifying the
somewhat complicated structure of Fund charges. It would be
unfortunate if we came to regard the existing scale as unchallenge-
able or, indeed, to take it as axiomatic that a formal link should
be maintained between the scale of Fund charges and the pre-
vailing level of interest rates.

My Canadian colleague has made some interesting suggestions
regarding the Executive Board. These are very far-reaching and,
if accepted, would involve a significant change in the way in which
the Fund operates. I consider that these proposals have great
merit and they have our general support. I feel, however, that
a detailed study of the question should be left to the new Execu-
tive Board and to the new Managing Director.

In conclusion, I should like to refer to the position of Managing
Director. The Executive Board recently appointed Mr. Jacobsson,

1Resolution No. 11-8, page 143.
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a distinguished compatriot of Mr. Rooth’s, to succeed him as
Managing Director on his retirement in October. I should like
to extend to Mr. Jacobsson a warm welcome and to wish him all
success in his new appointment.

But at this time it is Mr. Rooth’s departure which we all have
particularly in mind and I would like to express my sincere regret
that this should be the last Annual Meeting at which we shall see
Mr. Rooth as Managing Director. His service to the Fund dur-
ing the past five years has been great, and his departure will be
keenly felt not only by the staff and by the Executive Board but
by all the Governors as well. On behalf of the United Kingdom
Delegation, I should like to extend to him our sincere best wishes
for the future.

STATEMENT BY THE GOVERNOR FOR TURKEY!

Zeyyat Mandalinci

After having carefully studied the Annual Report of the Inter-
national Monetary Fund for 1956, we have listened with interest
to the additional remarks of the distinguished Managing Director
of the Fund, Mr. Rooth, to whom I wish to pay due tribute here
for his able and fruitful services. Before starting my brief state-
ment, I should like to express our thanks and appreciation to
Mr. Rooth and his Deputy, Mr. Cochran, as well as to their
competent collaborators in the Fund for their excellent work.

Both the Report before us and all we have heard confirm the fact
that, during the past year, in spite of certain difficulties, there have
been favorable developments generally in the fields of production,
trade, and foreign exchange. We are convinced that international
cooperation and international organizations which give concrete
expression to such cooperation have been largely instrumental in

1Session No. 3, September 26, 1956.
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bringing about this auspicious result. I sincerely believe that these
extremely useful services of international organizations will con-
tinue to develop in the right direction and will become increas-
ingly effective and fruitful.

As it has also been set forth in the Articles of the Fund, the
gradual suppression of exchange restrictions and complete liberal-
ization of trade is the ultimate goal which all member countries
strive to achieve. However, it must also be admitted that the
elimination of such restrictions and full liberalization of trade and
payments is only possible for a country which has reached a cer-
tain higher level of development and which has, at least partially,
completed its basic economic equipment. It is obvious that as
long as severe economic inequality between developed and less
developed countries exists, it would not be possible to obtain the
expected results from over-all liberalization, so the simultaneous
attainment of common goal will be belated.

Consequently, we believe that it is essential to help less de-
veloped countries in their economic development so that they can
eliminate these restrictions in a very short time, not only for their
own benefit but also for the purpose of achieving a stable world
trade. Thus, it is necessary that we should cooperate and en-
deavor to create conditions which would assure the free flow of
private capital to less developed countries in addition to mutual
assistance between governments.

If the countries requiring foreign capital take the necessary
steps to prepare the ground and the conditions which would
satisfy such capital, it would certainly help them to achieve their
goals rapidly. But it must also be realized that the efforts alone
of the countries which would benefit from the productivity of
such capital are not sufficient to produce the desired results. The
countries which are in a position to supply the capital should also
work in this direction and should, in particular, take measures to
promote and facilitate movements of capital.
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I wish to point out here that the Turkish Government has
adopted effective measures in this field and, by a special law
enacted in 1954, has accepted fundamental provisions which
would satisfy foreign capital in every respect. This law, which is
fully in effect and satisfactorily implemented at the present mo-
ment, provides and guarantees that all profits accruing to foreign
investments in Turkey may be freely transferred abroad or may
be added to the original outlay. It also provides that any foreign
capital invested in Turkey may be exported from the country
whenever it is so desired.

Before concluding my remarks, I wish to add that in this field
which is so closely connected with the suppression of exchange
restrictions and liberalization of trade and payments any sugges-
tions or any efforts to be made by the International Monetary
Fund would always be welcome and highly appreciated by my
country.

STATEMENT BY THE GOVERNOR FOR INDIA?

B. Rama Rau

I wish to associate myself on this occasion with the tributes
that have been paid to Mr. Ivar Rooth by the earlier speakers.
Mr. Rooth took charge of the Fund’s management at a time when
the organization was just finding its feet. Since then, the organi-
zation has, under his guidance, developed in several directions.
He will be long remembered for the initiation of a more flexible
policy for the use of the Fund’s resources. I would also like
personally to thank him for the keen interest he has always taken
in the problems of underdeveloped countries, many of which,
including my own, he found time to visit in the midst of his
multifarious and arduous duties.

1Session No. 3, September 26, 1956.
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The Fund’s Annual Report, presented to us by Mr. Rooth,
has, as usual, given us an able analysis of the international pay-
ments situation and an excellent survey of the developments in
the economic and monetary fields. It records the progress achieved
by the Fund in regard to the establishment of a multilateral system
of payment which has always been the special concern of the
Fund. It emphasizes the importance of achieving and maintaining
economic stability through monetary and fiscal methods.

In regard to India, the Report makes an appreciative reference
to the success of our first Five Year Plan, which has been im-
plemented without any inflation during the period as a whole,
and cites this as an example of the manner in which an under-
developed country, not highly dependent on foreign trade, can
finance fairly large development expenditures without inflationary
pressures. We have now launched the second Five Year Plan,
which is more comprehensive and more ambitious and which has
the objective of raising the national income by 25 per cent com-
pared with an estimated 18 per cent increase during the first Plan.

As [ stated at the Bank meeting yesterday to almost the same
audience, in spite of the rather spectacular achievement of de-
velopment on a large scale without inflation during the last five
years, we are fully alive to the inflationary possibilities of the
second Five Year Plan. Apart from a cautious credit policy,
which was maintained throughout the last Plan period, the absence
of inflationary pressures was due, as the Report has pointed out,
to the emphasis given to increasing production of food and to
favorable weather conditions. There has already been during the
present year some upward movement in prices. I will, therefore,
briefly describe the measures we have taken to deal with the in-
flationary situation, if it should arise. Before doing so, I should
like to emphasize one or two points.

Critics of the Plan, both Indian and foreign, have drawn special
attention to deficit financing. The first point I wish to explain is
that, in the conditions prevailing in India, the very process of de-
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velopment has inflationary tendencies, even if the larger expendi-
ture is financed by means of taxation or borrowing. Subscriptions
to loans and new taxes (if levied on the principle of ability to
pay) primarily affect the purchasing power of the more prosperous
section of the people, who are already adequately fed and clothed.
When the proceeds of these taxes and loans are utilized for devel-
opment, there is a transfer of purchasing power from these sections
to the comparatively poor classes, who find greater opportunities
of employment on account of the development schemes and whose
purchasing power is consequently increased.

A large development program, even if it is financed by taxa-
tion and borrowing, thus tends to increase the demand for food
and other articles of consumption and, therefore, tends to raise
the prices of articles unless there is simultaneously an adequate
increase in production. I do not, of course, dispute that deficit
financing is much worse than taxation. What I wish to emphasize
is that we must be prepared for a rise in the price of food and
other essential articles of consumption, since the whole subject of
development is to raise the standard of living of the poorer classes.
We are, therefore, devising appropriate monetary fiscal and ad-
ministrative measures to insure that the inflationary situation does
not get out of control. We are exercising the utmost vigilance
and we would not hesitate, if absolutely necessary, to make ap-
propriate adjustments in the Plan. The Plan is flexible and there
will be a periodical review of the economic results and conse-
quences.

I wish now to describe briefly the measures we are taking to
avoid the development of any undue inflationary pressure. The
first impact of any such pressure will be, as I have explained, on
food and clothing, and our main efforts will be to insure an ade-
quate supply of these articles.

Our difficulties will be mainly in the next two or three years.
Some of the colossal irrigation and power schemes which were
started more than five years ago will be completed within the next
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few years. Some of these are already partly in operation. Once
they are all in full operation, our food problems will present no
difficulties.

The Government has already revised the second Five Year
Plan with a view to giving concentrated attention to the increase
of domestic production of food articles. Since some of the meas-
ures designed for this purpose cannot, of course, produce im-
mediate results, the Government is accumulating buffer stocks of
foodgrains, which could be released in places where prices tend
to rise. We have negotiated agreements with Burma for the im-
port of 2 million tons of rice and with the United States for the
import of 3.5 million tons of wheat and 200,000 tons of rice
under Public Law 480. I should like to express our grateful
appreciation of the very generous terms on which the U.S. Gov-
ernment has agreed to provide the foodgrains. This purchase will
not impose any strain on our foreign exchange resources. In the
meanwhile, the sale of these foodgrains will operate as a disin-
flationary measure.

The recent rise in the prices of foodgrains and cloth has been
partly due to speculative hoarding of stocks by traders. By the
exercise of the powers of control vested in the Reserve Bank,
a selective credit squeeze has been effectively applied in regard
to bank credits to traders who are hoarding grain. For instance,
advances on rice, which were two and one half times more than
in the previous year, have been reduced from 265 million rupees
to less than 90 million rupees.

The Plan provides for a heavy program of taxation and borrow-
ing, and an intensive effort is being made for the mobilization of
small savings. I may add that the subscriptions to the Govern-
ment Joans which were recently issued have appreciably exceeded
the Plan estimates which were regarded as rather optimistic by
some critics.

I have given these details because there is a feeling that the
success of the first Five Year Plan might make us complacent as
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regards the inflationary possibilities of the second Plan. As the
Fund Report has observed, there is a significant gap between
planned expenditures and the resources likely to be available.
We shall have to depend on foreign assistance to fill this gap.

As is well known, most countries, including the United States,
have depended on foreign assistance or capital at some stage in
their economic evolution. If foreign aid is not forthcoming in
a reasonable measure, we shall have to adjust our expenditure
accordingly.

Finally, I wish to offer a few remarks on one or two aspects
of the Fund’s policy. We have drawn the attention of the Fund
on previous occasions also to what we considered to be an onerous
scale of charges on the use of its resources. It still continues to
be our belief that the scale of Fund charges should be determined
independently of any short-term banking rates in particular coun-
tries which have to vary according to the local needs and re-
quirements of these particular economies. The Fund provides
through its resources not short-term accommodation per se but
reserves of international currency to be used by member countries
for maintaining a high level of international trade. This is an
activity which confers a benefit on a much wider area than the
“borrowing” country and it is, therefore, our belief that the scale
of charges appropriate to this purpose should be clearly differen-
tiated from the normal short-term lending rates for bank accom-
modation on a commercial basis.

We also wish to reiterate the suggestion made by us last year
that the prescription of currencies acceptable to the Fund at the
time of repurchase is a matter which, in our view, needs to be
examined with a view to rendering the use of the Fund’s resources
more attractive to members. There may be many Fund members
in need of assistance who may not, however, wish to borrow be-
cause of the obligation to repay soft currency drawings by hard
currency repurchases.
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STATEMENT BY THE ALTERNATE GOVERNOR OF THE FUND
FOR CHILE!

Felipe Herrera

It gives me great pleasure to express on behalf of my country
our congratulations on the achievements of the International
Monetary Fund during the period 1955-56, as stated in the An-
nual Report, and in the very interesting address of the Managing
Director. At the same time, I want to express our deep regret
for the completion of his term of office of that sincere friend,
whose human understanding and broad vision are known to us
all, Mr. Ivar Rooth. He can be sure that his efforts in favor of
international financial cooperation and his continuous interest in
the specific problems of Chile have led to better appreciation of
the technical and moral influence of the Fund in our country.

Due to a number of circumstances, where political and socio-
logical factors have dominated, Chile has encountered serious
problems of a financial nature which, although present over most
of the last decades, have become increasingly acute since the last
World War. Our difficulties can be briefly summarized as follows:
balance of payments difficulties, as a consequence of the unstable
situation of Chile’s basic export products, copper and nitrates;
rapid industrial development without the similar development of
agriculture and transportation; a large increase in population
without keeping pace with an appropriate rate of investment; a
widening of the state responsibilities, especially in the fields of
development and social security, without adequate fiscal and ad-
ministrative adjustments; and the permanent pressures arising from
the wage price spiral.

A very large contribution toward a better understanding of the
Chilean situation has been provided by various missions and
reports of the Fund. They have contributed to clarify the thoughts
not only of technicians and leading circles but of public opinion
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as a whole, which, in turn, has given very valuable support to our
monetary authorities and particularly to the Central Bank of
Chile in the difficult task in which they have been engaged.

Favorable developments during the last few months have led
us to think that the inflationary pressures in Chile are being
brought under control. The measures applied are the old recipes
to which you have to return in one form or another if stability
is to be achieved: a balance in the fiscal budget, a restrictive
monetary and credit policy, a better control over the readjustment
of wages and salaries and an overhaul of our exchange system.

In the last field, I would like to point out that, after a long
and not very happy experience of quantitative control through
exchange budgets, import licenses and multiple rates, a more
flexible system has been adopted with the intention of putting an
end to inefficient practices. The new system, through a realistic
uniform exchange rate, advance deposits in domestic currency
for imports, a well-balanced list of permitted imports and a strict
control of credit, has relieved much of the pressure of import
demand, associated with its inflationary environment.

The establishment of an Exchange Stabilization Fund was
essential for the material and psychological success of that re-
form. Resources were provided through the valuable help of the
Fund. In March of the present year, the Fund entered into a
stand-by arrangement with Chile equivalent to 70 per cent of
Chile’s quota and these resources were increased by additional
credits negotiated with the U.S. Treasury and a group of private
banks. The exchange reform was assisted by favorable foreign
trade conditions and by an improvement of our internal financial
position, in such a way that not only has Chile not made use of
the US$75 million of the Stabilization Fund, but, on the contrary,
for the first time in many years, Chile has witnessed an important
increase in her foreign exchange reserves.

The new exchange system, however, has encountered difficulties
in its application to those areas where we have bilateral com-
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mercial and payments agreements. The fact that every importer
can freely choose the supplier country and the currency for mak-
ing his payment has led, in some cases, to an undue accumulation
of balances in favor of Chile in its bilateral accounts and, in other
cases, a tendency toward a depreciation of currencies. The latter
has created problems for those exporters whose trade is mostly
directed to markets where we have bilateral agreements. This
situation has not only created marketing problems but has com-
pelled the Central Bank to intervene in the exchange market to
support these weaker currencies. Chile’s commercial policy is
now being orientated to remove, as rapidly and progressively as
feasible, all bilateral practices. In this aspiration and, as a tran-
sitory step, we are considering the possibilities of establishing,
with those South American countries with which Chile has tra-
ditionally traded through bilateral arrangements, the practicality
of a system for multilateral payments.

The policy of financial stabilization has been criticized as being
a check to Chile’s economic development with the same argu-
ments familiar to central bankers the world over. These criticisms
emphasize the dangers of deflation or stagnation in production as
a result of restrictive monetary and credit policies. In Chile,
during recent months, a weakening can be observed in those
activities which previously have developed intensively through
inflation, especially through the continuous and widespread ex-
pectation of price increases (e.g., building activity). It is not an
easy matter to coordinate financial measures with other aspects
of economic policy. Practice has taught us that, while the man-
agement of monetary and exchange policies can be implemented,
it is not so flexible to act in the fields of production, commercial,
fiscal, social and wage policies; this cannot be overlooked in any
anti-inflationary action. Deficiencies of administrative and fiscal
systems make coordinated action very difficult in new countries,
especially when those systems are freely exposed to all sorts of
political and social pressures.
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We understand the urgency for complementing our financial
policy with a development policy facilitating the readjustment of
the productive system distorted by many years of monetary de-
basement. We believe that stability itself and the new exchange
system will contribute to the creation of conditions for private and
public investment, domestic and foreign. We also trust that the
execution of an Agriculture and Transportation Development
Program, which is presently under consideration by the Interna-
tional Bank for Reconstruction and Development, will tend to
improve two postponed sectors of our economy.

The difficult road toward economic stability, the only solid
foundation for better living conditions, has been undertaken by
our developing country after a long and painful inflationary ex-
perience. That circumstance makes us think that, despite all
immediate difficulties, Chile will be successful in the completion
of her present objectives.

STATEMENT BY THE (GOVERNOR FOR THE NETHERLANDS!

M. W. Holtrop

I am happy to join my fellow Governors in thanking Mr. Rooth
for his lucid statement and in complimenting the Executive Board
and staff on this Eleventh Annual Report. The Report gains in
quality every year. The volume before us contains an excellent
survey of recent developments in the field of international pay-
ments. It is also a true mine of information on all problems
connected with the Fund’s sphere of action and the task it has
to fulfill.

The first five chapters of the Report which contain a compre-
hensive description of economic developments from May 1955
through April 1956 are written in an optimistic tone. Thanks to
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the annual consultations, contacts between the staff and most of
the member countries are becoming closer and the Fund’s con-
clusions are gaining in authority. Exchange stabilization, liberal-
ization and multilateralization have made considerable progress
during the past year.

On the other hand, the Report does not conceal that there are
also less satisfactory elements in the situation. Too many mem-
bers are still living in the transitional period, and the possibility
of a spectacular change in this respect seems rather remote. A
matter of still greater concern lies in the fact that in a number
of countries exchange stability is seriously threatened by infla-
tionary pressures. There certainly is a growing awareness of the
necessity to counteract such pressures. In many countries, the
general public is showing a growing uneasiness about the slowly
rising cost of living, i.e., the slowly declining purchasing power
of their monetary unit. But, in too many cases, this uneasiness
is not yet sufficiently able to express itself in effective measures.

Chapter VII of the Report deals with the use of the Fund’s
resources. Nobody can say that that use has been extensive of
late. This is the more remarkable, because, in recent years, the
Fund made new, easier rules for drawings, set forth in detail in
last year’s Annual Report.

This fact has made people feel inclined to raise the question
whether the Fund has been sufficiently successful in fulfilling its
tasks. There is no doubt that one of the Fund’s main duties is
that of educating its members toward an optimum monetary
cooperation. It is the very first of the purposes enumerated in
Article T of its Articles of Agreement. If this task should be ful-
filled, all other purposes would be attained almost automatically.
Very rightly, the Executive Board and management felt that there
must be a connection between this educational task and the Fund’s
fifth purpose, the privilege granted to members of using the Fund’s
resources. But how to bring this connection about?
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There are several methods of education. The old-fashioned
one is to be severe. If you are not good, you certainly will not
get anything. If you behave, you are not yet entitled to anything,
but at least there is a chance you will be recompensed.

The part of this kind of educator is the same as the part of the
true friend in an old Dutch nursery rhyme written by a Treasurer
General of Holland at the end of the 18th century. This true
friend must be “a friend who demonstrates my errors, constantly
blames and never spares . . ..”

The Fund, although it may not have known about our grand-
parents’ nursery rhymes, early in its career, started from the
same point of view. Member countries which had considered the
Fund as a secondary line of reserve on which they could draw,
subject to the provisions of Article V, found themselves blamed
for having unrealistic rates of exchange, for tolerating latent in-
flation, or for failing to make an effdrt to overcome postwar dif-
ficulties on their own strength. The Fund stressed the fact that
its other purposes should come first. In a way, the Fund was
successful, as shown by the progress reported during the last
seven years.

Perhaps the Fund was even too successful in discouraging its
members from using the Fund’s resources. It seemed to be faced
with a new problem: are our resources to play any part at all
in the world’s monetary policy?

The Fund then adopted another more modern method of edu-
cation. “Come hither, come hither, come hither”, it said to its
members. “Even if my rules do seem severe, you will find that
in practice I am not as bad as I look. It is true that certain rules
have to be observed, but come to us anyway, and we shall find
a way of adjusting our rules to your problems.” So the rules were
relaxed, and the Fund waited for its pupils to come forward.
An amazing thing happened: almost nobody came. It is true
that neither changes of habit nor changes of policy are made
overnight. The Fund has stressed the point that practically auto-
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matic drawings will be the recompensation for the withdrawing
of restrictions, for the diminishing of discrimination, for the in-
troduction or maintenance of convertibility, or for the starting
of programs of monetary stabilization. Such measures need a
favorable political climate, initiative, patience and endurance. It
may well be that the relaxation of the Fund’s operational policy
will have quite different results in the near future, and that various
members may desire to draw on their secondary line of reserve.

In that case, another problem may arise. How can we prevent
the possibility that the Fund’s resources will strengthen the in-
flationary pressures which are already resurging in various coun-
tries? It is by no means an imaginary danger that a country,
thanks to a drawing, would no longer deem it indispensable to
restrain its internal inflation, thus eventuaily exporting such in-
flation to the countries where it will spend the Fund’s resources.

It is not my intention to advise the Fund to go back on its new
approach and return to its old, stern attitude of the parent who
knows best and requires strict obedience without much hope of
recompense. Members should know that they can count on a
secondary line of reserve and, therefore, some automatism for
drawings must be allowed, and the Fund’s present scheme seems
reasonable enough. But it seems to me that we must yet make
sure of one particular thing: that the Fund’s resources should
not be used to spread inflation.

As Secretary Humphrey has so rightly said in his opening
address, we Governors of the International Monetary Fund have
a very special responsibility to the people of our countries in being
the guardians of the value of their money. It is not a simple task
to properly fulfill this trusteeship. In periods of booming business
conditions, of rising prosperity and of full and even overfull em-
ployment, as we now experience in the major industrial countries,
this trusteeship demands from us that we follow stern fiscal and
monetary policies. These policies are seldom popular among those
who fail to see the dangers that threaten the stability of our econ-
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omies if inflationary tendencies should not be curbed. But even
the strictest possible control of internal inflationary tendencies
may not be enough. Especially we, in the smaller countries like
the Netherlands, are very conscious of the fact that in a world-
wide system of fixed rates of exchange, as foreseen by the Articles
of Agreement of the Fund, we are practically defenseless against
the inflationary pressures that may be exerted upon us from
abroad in case our partners in that system should fail to control
the inflationary pressures in their countries. Our only support
in this predicament has to come from the Fund. It is the Fund that
holds a trusteeship for all of us to defend the value of our money
against too insidious pressures from abroad. Not only, as was
perhaps most thought of by the founding fathers, against deflationary
pressures in times of depression, but also against inflationary
pressures in times of prosperity. It is for this reason that I think
we are entitled to ask the Fund to see to it that, while making
the Fund’s resources accessible to its members, it should yet not
fail in this trusteeship and, consequently, should not relax in its
insistence that countries which want to make use of the Fund’s
resources beyond their semiautomatic drawing rights should follow
proper fiscal and monetary policies at home.

It is with a great deal of interest that I have listened to the
suggestion of the Governor for Canada that consideration should
be given to the possibility of arranging the work of the Executive
Board in such a way that the Executive Directors should not be
forced to spend practically all of the time in Washington, thus
making it possible that officials who hold responsible positions in
their home country should yet be able to be an Executive Director
of the Fund. I do think that it would indeed be useful to study
this suggestion thoroughly. It does, however, occur to me that
the suggestion might be difficult to follow for those Executive
Directors who represent a number of different countries, countries
that also might prefer to be represented by an Executive Director
who looks upon himself rather as an international civil servant
rather than an official of his home country. Also, we must not
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forget that very important decisions may have to be made on short
notice, thus making it impossible to properly consider them in a
Board that would be completely set up on the basis of the sugges-
tion of the Governor for Canada.

I would, therefore, like to suggest that also consideration be
given to the possibility of so arranging the work of the Board
as to make it easier for those countries who would prefer the
Canadian system to do so without condemning the Executive
Directors of the countries preferring the existing arrangements to
spend their time in Washington in alternating periods of over-
work and idleness.

I do not want to end without saying a word of a most hearty
farewell to my old friend of BIS days, Mr. Ivar Rooth, who has
given so much of his energy, his sympathetic understanding and
his good will to this work in the Fund. It must be a very great
satisfaction to him to be allowed to hand over to his friend and
compatriot, Mr. Per Jacobsson, whom I wish every success in his
new heavy responsibilities.

STATEMENT BY THE GOVERNOR FOR THE
UNION OF SOUTH AFRICA!

Jozua Francois Naude
Like other fellow Governors, I have noted with satisfaction
from the Report submitted by the Managing Director that there

has been continued improvement in the international payments
situation during the past year.

South Africa has always been opposed to bilateral practices
and we are particularly gratified that the Fund’s efforts to bring
about a reduction of bilateral arrangements have met with some
success. Nevertheless, exchange and import restrictions and multi-
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ple exchange rates are still widely prevalent and I venture to ask
whether the time has not come for the Fund to adopt a somewhat
stricter attitude toward the retention of these practices.

I wonder, too, whether a greater measure of cooperation is not
desirable between the Fund and the Contracting Parties to the
General Agreement on Tariffs and Trade. 1 have heard it said
that certain members are evading their obligations under the Gen-
eral Agreement on Tariffs and Trade by resorting to the laxer
provisions of the Fund. I do not know whether there is truth
in this statement, but I think it most important that the Fund
should, so far as possible, avoid giving just cause for such a
reproach.

It is somewhat disturbing to note from the Report that 47 mem-
bers continue to apply restrictions under Article XIV. In
some of these cases, as I have hinted, it may be possible for the
countries concerned to take more positive action to eliminate or
relax restrictions, but I recognize that, in most cases, balance of
payments difficulties render the retention of some restrictions un-
avoidable. It is certainly not reassuring that so many members
still have to apply restrictions during a period of prosperity.

Moreover, the balance of payments between the non-dollar
world and the United States is still largely dependent on U.S.
Government expenditures abroad. In fact, the sums provided to
the rest of the world by the U.S. Government by way of grants
alone exceed the increase in the gold and dollar holdings of other
countries by $200 million.

The information given in the Report in regard to the position
of the gold producing countries gives even less cause for satisfac-
tion. A considerable number of gold mines had to close down
and, had it not been for the substantial increase in the output in
South Africa, total gold production, outside the USSR, would
have shown a substantial decline. The gold production, including
South African output, increased by only $49 million during the
year. This is certainly a very modest figure as compared with the
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urgent need for a substantial increase of reserves in most of the
non-dollar countries.

The precariousness of the position is further stressed by the
fact that the increase in the South African gold output was largely
fortuitous. In the first place, the exploitation of uranium as a
by-product of the gold mining industry made it possible to con-
tinue gold production in a number of mines which would other-
wise have been forced to close down. Secondly, the falling pro-
duction of the older mines was offset by the increased production
of the new gold fields.

The growing production of the new South African gold mines
may, for a time, cloak the seriousness of the position, but the
issues raised by my predecessors at previous Meetings of the
Fund cannot be evaded indefinitely without serious detriment to
the whole fabric of the international monetary system.

It would be presumptuous for me to attempt to improve on
the comprehensive case, so ably put by my predecessors as well
as by Governors of other member countries, and I feel sure that
my fellow Governors would not wish me to weary them with a
repetition of all the arguments previously advanced in support
of a rise in the price of gold. But we feel so strongly about this
matter, both from the point of view of South Africa’s interests
and the interests of the world at large, that I would be neglecting
my duty if I did not again emphasize the importance of the gold
price question.

There appears to be an impression in some quarters that, be-
cause our gold production is expected to increase, the problem
is not an urgent one for South Africa. This is entirely erroneous.
It is true that total production is likely to show an increase in
1957, but this is solely due to the expected large increase in the
output of the new mines. The output of these new mines may
also be sufficient to sustain total production, though probably at a
slightly lower level, after 1957. Nevertheless, the fact remains
that the disparity between costs and the fixed price of gold has
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compelled the mines to raise the grade of ore mined. Conse-
quently, large bodies of ore in both the old and the new mines
remained unmined and many millions of ounces of gold have
thereby been permanently lost to South Africa and to the world
at large. The position is further aggravated by the fact that a
number of mines are approaching the stage where, owing to the
absence of higher grade ores, they can no longer preserve a
reasonable margin of profit by raising the grade of ore to be mined.
An increase in the price of gold is, therefore, essential to prevent
the premature closing down of these mines.

Added to the actual loss in the volume of gold production is
the loss that South Africa has suffered, and is still suffering, in
respect to its current exchange earnings as a result of the reduction
of the purchasing power of gold.

In the long run, South Africa, and the other gold producing
countries, cannot continue to bear a disproportionate burden in
maintaining gold production at a level necessary for a stable mone-
tary system.

In our view, the opposition to a change in the price of gold
stems, perhaps subconsciously, from the basically sound assump-
tion that, in order to serve as a relatively stable measure of value,
the price of gold should remain fixed indefinitely. This assump-
tion, admittedly, had a large measure of validity in the days of
the orthodox gold standard when every citizen had the right to
convert his paper money into gold and gold itself was allowed to
exercise control over the volume of paper money and, therefore,
over the price level of commodities. But with the suspension of
internal gold convertibility, the automatic brake on the issue of
paper money was removed. Consequently, gold no longer, even
approximately, determines the purchasing power of paper money.
In fact, we have arrived at the opposite extreme: instead of gold
controlling the value of paper money, its own value or purchasing
power is, under the present setup, expected to conform to that of
paper currencies.
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It is questionable whether a sound and stable monetary system
could be built up on this basis, but, assuming that the world is
not prepared to submit to the full discipline of the gold standard,
it would have to face an adjustment in the price of gold after
a severe decline in the purchasing power of paper money in order
to counteract the effects of such a decline on international liquid-
ity. The founders of the Fund wisely recognized this possibility
and made express provision in the Fund’s Articles for a uniform
change in the par values of the currencies of all members. Our
submission is that such a readjustment is overdue in view of the
substantial changes in the purchasing power of all currencies
which have taken place since the prewar period.

It is not our desire to embarrass governments by provoking a
public discussion on the price of gold at this stage. I do hope,
however, that the monetary authorities in all member countries
will give serious thought to the question whether the change in
the role assigned to gold under modern monetary management
does not call for a new approach to the gold price question.

STATEMENT BY THE TEMPORARY ALTERNATE
GOVERNOR FOR THE UNITED STATES!

W. Randolph Burgess

Let me begin my remarks by paying tribute to Ivar Rooth, who
is completing five years of fine service to the Fund. During his
term of leadership, the Fund has grown in prestige and influence.
More than ever it is looked to for support and guidance by the
member countries.

There seem to me three important elements in the progress
which the Fund has made. The first is the annual consultations
with members respecting their exchange restrictions. Quietly and
effectively the Fund has worked with its member countries for

1Session No. 3, September 26, 1956.

66

©International Monetary Fund. Not for Redistribution



the reduction of government barriers to financial and trade trans-
actions. As individual countries continue to gain reserves, further
progress should be anticipated.

The second element in the Fund’s progress is the providing,
more generally, of financial advice to the member countries. For
many reasons, member countries increasingly call on the Fund
for on-the-spot analysis and recommendations. They know that
Fund missions will be sent promptly and quietly and that the
advice will be impartial and expert.

The third important development relates to policy and practice
in the use of the Fund’s resources. As a result of vigorous dis-
cussion and added experience, there is now widespread under-
standing and agreement along the lines set forth in last year’s
Annual Report.

As to events of the past year, I should like to emphasize a point
made by Secretary Humphrey at the opening session. Most of our
countries are encountering the problems of prosperity. With large
increases in production and employment, and with investment
running ahead of savings, there is scarcely a country in which
inflationary pressures are not strong.

The most encouraging feature is that the dangers of inflation
have been recognized, and a continuous battle for financial stability
has been waged, with considerable success, in nearly all countries
of the free world.

A second gratifying point, noted in this and other Fund Annual
Reports, is that monetary and fiscal policy has superseded direct
controls as the main reliance of governments and central banks.

In connection with this second point, we may note with interest
the comment on page 67 of the Report that, during the past year,
more attention has been turned to budgetary measures to fortify
the effects of monetary policy. Monetary policy alone cannot be
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expected to hold the line if government spending is feeding the
fires of inflation.

We in the United States are particularly sensitive to this broad
problem. Employment has reached the highest point in our his-
tory; unemployment is at a minimum. Production and spending
and personal incomes are at levels which, only a few years ago,
would have been thought unrealizable. New investment continues
to be made and planned on a massive scale. This all means that
inflationary pressures are unrelenting and powerful.

It is, therefore, not surprising that some critics insist that mone-
tary controls are too severe, while others are pointing to a rise
in the cost of living as evidence that inflation is slipping out from
under restraint. What has to be said in reply to the critics on both
sides is that the search for balance is continuous but, by the very
nature of things, cannot be 100 per cent successful. There are
dangers on both sides. The danger of inflation is too well known
to this group to need definition. There are dangers on the other
side as well. Restraints must not be applied with such a heavy
hand that they imperil progress. So, along with others, we walk
this narrow path-—not without care and anxiety—but with the
assurance that this is the proved path to national growth and
well-being.

It has been encouraging to observe the increased public under-
standing of the value of sound fiscal and monetary measures, com-
pared with the restrictive and artificial effects of direct government
intervention in establishing and maintaining a prosperous econ-
omy. We are, however, learning every day how much more needs
to be done to increase the public support which those of us as-
sembled here must have if we are to discharge successfully the
trusteeship to which Secretary Humphrey referred at the opening
session—our trusteeship to the average citizen in preserving the
value of his wages and salary and his savings.

A good many suggestions have been made this morning. T
wish one could pick up many of them, but I do think I should
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respond very briefly to the suggestion from my friend from South
Africa. We listened with interest to his arguments. I congratulate
the representatives of that country in always coming to us with a
fresh presentation of the case. While we are sympathetic with
his specific problem, I am afraid we find it necessary to state once
more that we continue to be opposed to an increase in the official
dollar price which we pay for gold. It would conflict with the
great objective of our monetary policy, which is to maintain a
sound and stable currency, both domestically and in international
commerce.

We are also enormously interested in the suggestion of the
Delegate from Canada relating to the way in which the operations
of the Executive Board might be altered. I am sure we will all
agree on the principle that we must bring to bear on the work of
the Monetary Fund the very best wisdom and practical judgment
that we have in all of our countries, and I agree wholeheartedly
with the suggestions made by the representative of the United
Kingdom that the place to work these out is in the new Board and
under the leadership of the new Managing Director, which will
have in mind all of the complications and difficulties which arise
when you consider the special problems faced by one or another
group of countries.

I cannot conclude these remarks without a word on behalf of
the U.S. Delegation to welcome to our midst and to the leadership
of the Fund in the future our old friend, Per Jacobsson. He has
had a uniquely distinguished career and has established a position
of great personal prestige and influence in the economic and
monetary field. We have all enjoyed, over the years, his vigor
and his good spirits. It is gratifying that our good friend, Ivar
Rooth, who leaves us after a distinguished career and service to
the Fund, will be succeeded by his old friend and compatriot, Per
Jacobsson, who will, I am sure, continue to provide the Fund
with the devoted and able leadership from which it has benefitted
under Ivar Rooth.
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STATEMENT BY THE ALTERNATE GOVERNOR
FOR THE FEDERAL REPUBLIC OF GERMANY!

Hans Karl von Mangoldt-Reiboldt

I want to add my voice to those of the speakers before me who
have paid tribute to the excellent Annual Report which the Exec-
utive Directors have laid before us, as well as to Mr. Rooth’s
introductory analysis of where the Fund stands just now. I think
it particularly fitting that this year, when the Fund is entering into
the second decade of its existence, we take a rather longer look
both backward at the Fund’s past performance and forward to its
future tasks. Fortunately, Mr. Rooth and the Fund’s staff have
provided us for this session with a special publication? on the
evolution of the Fund during the first 10 years of its life which
considerably facilitates our stocktaking exercise.

Those who think that one can measure the usefulness of an
international monetary institution mainly by looking at its balance
sheet and its money turnover certainly have reason to be some-
what disappointed by the Fund’s past experiences and perform-
ance. But its experience in this particular field, of course, to a
large extent reflects merely the fact that one of the functions for
which the Fund was intended, namely, to stand by as a sort of
international emergency brigade for a general and world-wide dis-
turbance in the payments picture, has not had to be called upon
as such in the last four or five years, since the international eco-
nomic situation, and especially the dollar situation, has, by and
large, developed satisfactorily—some individual setbacks and ten-
sions notwithstanding.

We should rather, I think, pray that the Fund will not have to
be called upon too much for this particular purpose in the future,
too. We would, of course, be much happier if circumstances
allowed the Fund at an early date to use its financial resources

1Session No. 3, September 26, 1956.
2 The First Ten Years of the International Monetary Fund.
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for its other functions, such as supporting a general move toward
convertibility. I think, moreover, that the rather favorable over-
all situation should give to the Fund all the more freedom and
scope to concentrate its efforts on particular and individual prob-
lems and cases. It may well be, at least for the near future, that
this is one of the most promising tasks which the Fund can use-
fully pursue.

I do not think that we need a great many new resolutions and
decisions concerning the abstract principles of policy for the Fund.
Its policies, both as concerns the use of its resources and its atti-
tudes toward the various forms of exchange practices restrictions,
have been well developed over the last few years and seem to me
to be flexible enough to take care of most situations that are likely
to arise in the near future. In this connection, we have to pay
special tribute and our sincere thanks to our outgoing Managing
Director, Mr. Ivar Rooth, who has contributed so much from the
very beginning of his term of office to the development of these
policies in the way of liberalizing access to the Fund’s resources
and, at the same time, interpreting and tightening the criteria and
standards of behavior in accordance with the general goals of the
Fund. It is a big step from the Fund as it looked five years ago
to the Fund as we now see it, ready and well equipped to take
over broader responsibilities. Any further development must, in
my opinion, lie mainly in an energetic, resourceful and consistent
application of the already existing policy principles to individual
cases and situations as they arise.

I am also inclined to think that we already have in the Fund,
and especially in its Executive Board, a useful forum for consul-
tation and for the coordination of monetary and exchange policies,
a machinery which could also cope with critical situations if and
when they emerge.

There may be further scope for streamlining or otherwise im-
proving the existing machinery along the lines pointed out this
morning by our Canadian fellow Governor. Such a policy could,
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and should, I think, be developed in the practical work of the
Fund and need not necessarily be set in hard and fast rules before-
hand.

It has also been a very useful function of the Fund throughout
the past years to give technical advice and to make information
on the experiences of the various countries in the field of monetary
and exchange policies readily available to all the other countries.
In so doing, the Fund has both provided for a better coordination
among the member countries and speeded up progress all around.
Up to now, this has been done mainly by working in and with
a rather restricted circle of officials and technical experts in the
member countries.

It might perhaps be useful to give greater prominence and more
publicity to the Fund’s efforts at coordinating national monetary
and exchange policies in this and other ways. After all, a large
part of the Fund’s work consists in an effort at persuasion. The
Fund can, and does, set the common goals and standards for all of
us. It can point out from the large fund of its experience the best
possible ways to reach these goals or to deal with a situation. But
the actual measures themselves have always to be taken at the na-
tional level by the member countries themselves. Therefore, the
effective influence of the Fund will depend to a large extent on
how far it is able to persuade the leading men in the countries
concerned of the soundness of its advice and make the public
at large understand and approve the general goals of the Fund.
It is the practical response of member countries and not some
abstract rules and principles, be they as perfect as possible, which
really decides the usefulness and the success of the Fund.

There is at present one field where there is particular scope for
such an effort at persuasion by the Fund. The Annual Report
and Mr. Rooth’s introductory statement quite rightly stressed the
great progress that has been made in the last two years in the
abolition of restrictions, discrimination and bilateralism. But we
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all know—as Mr. Rooth again forcefully pointed out last Monday
—that this hard won progress can be endangered by the con-
tinuance of creeping inflation in many parts of the world. I do
not want here to dwell on the inherent dangers of such inflations
for the general well-being of the countries concerned. This has
been done very convincingly in The First Ten Years of the Inter-
national Monetary Fund. Also, I do not want to describe in
any detail the various measures which we in Germany have taken,
especially during the last 12 months, to combat any inflationary
dangers in order to maintain the stability of our currency. But
I do want here to stress particularly how much the inflationary
tendencies and pressures now prevalent in many countries tend
in the long run to have disruptive effects on the international pay-
ments system. Such a system can function—without recourse to
restrictions and abnormal exchange practices—only if everybody
keeps in step. This seems to me to be very difficult when infla-
tionary tendencies create all sorts of distortions in prices and
demand levels. The road of inflation is too slippery to allow a
whole group to keep in step. Just now we are having some trouble
in Europe in this respect and we are trying to coordinate our
views on the best ways to solve our problems. Surely it will also
be a concern of the Fund to watch very carefully for any dangers
in its own world-wide field of interest arising out of these various
inflationary tendencies and imbalances and to bring its influence
to bear in time.

Let me conclude by saying that we in Germany believe in
monetary cooperation and coordination; that we are prepared to
do our part in this respect, in our own and in the common in-
terest; and, finally, that we are convinced that the Fund is an
important instrument of such coordination and harmonious re-
lations.

We also want to join in the hearty welcome which was given
by our fellow Governors to Mr. Per Jacobsson. We wish him
every success for the important task he is taking upon himself.
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STATEMENT BY THE GOVERNOR FOR JAPAN!

Hisato Ichimada

I wish, first of all, to express to Mr. Rooth our warm apprecia-
tion for his distinguished services to the Fund during the past five
years. Among others, I must pay tribute to his valuable contribu-
tions in the promotion of normal international financial relations
and in the liberal use of the Fund’s resources to meet temporary
balance of payments difficulties.

As stated in the Annual Report, the trade and payments situa-
tion of the world has been making a steady improvement since
the Annual Meeting at Istanbul. This, of course, is due to the
untiring efforts of the member countries to effect economic stabili-
zation as well as to the constant cooperative and constructive
efforts of the Fund.

Such stabilization and improvement are, generally speaking,
more noticeable in the industrialized countries. One of the pre-
requisites to the achievement of the Fund’s task is further improve-
ment and stabilization of the external economic position of the
less developed member countries. The cooperation of other mem-
ber countries, especially of those with a more developed economy,
is needed to reduce any obstacles to international trade which
hamper the increase in the export trade of the less developed
countries. In some cases, financial and technical assistance from
the outside will greatly assist the economic development of those
countries by helping to diversify the products of their endowed
natural resources.

It is an honor for my country to receive the comment of the
Chairman at the opening session that my country has demonstrated
the value of a firm monetary policy designed to stabilize inter-
national payments.

1Session No. 4, September 26, 1956.
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Japan is a country which must live by international trade and
services. It is, therefore, imperative for my country to keep up
its policy of sound money and/or sound budget so that our ex-
ternal payments may be balanced by normal receipts from exports
and international services. In other words, my country will always
advocate expansion of the world economy on a basis of stability,
endeavoring, in cooperation with the member countries, for wider
freedom in international trade and payments and for removal of
discriminatory restrictions.

I note with pleasure that, during the past year, the Fund has
taken various steps to help expand the world economy on a basis
of stability. Particularly appreciated are the continued efforts of
the Fund on the following points: First, that bilateralism should
be reduced and eventually eliminated by the coordinated action
of member countries, as stated in the Fund’s policy. Second, that
discrimination should steadily be removed from the trade and
payments relations between regional groups and outside member
countries. Third, that equal and nondiscriminatory treatment of
trade should be established for transactions that are settled with
the same currency. And fourth, that change of status under
Article XIV to that under Article VIII should be carried out with
sympathetic consideration of the special economic conditions in
the member countries concerned, particularly in the less developed
countries.

In conclusion, I wish to express my sincere hope that the mem-
ber countries, with better understanding and mutual reliance,
will further their constructive cooperation for the realization of
the Fund’s task in the coming year.
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STATEMENT BY THE ALTERNATE GOVERNOR FOR FRANCE?!

Wilfrid Baumgartner

I should like to bring the usual share of flowers and thorns to
this debate. 1 feel embarrassed at the thought that mere chance
will have it that 1 speak in lieu of Mr. Paul Ramadier,? who is
detained in Paris by his official duties, and of Mr. Pierre Mendes-
France, who, for once, had to sacrifice his attachment to our
institutions to other obligations. I derive my only comfort from
the fact that I am a regular attendant at these Meetings, for I have
had the privilege of attending them for the past 10 years, thus
gathering new memories each year, the first being of lances broken
with Mr. Garner. Indeed, I brought to the first loan of the In-
ternational Bank the eager if not humble cooperation of the bor-
rower and the day before yesterday I was pleased to see the very
same Mr. Garner standing godfather to a new infant, maybe an
infant prodigy.

We cannot forget that the two Bretton Woods institutions exert
a considerable influence over our basic interests, and, in this
discussion of the Annual Report of the International Monetary
Fund, I should like to submit three comments—they are not origi-
nal but certainly sincere.

It so happens that the work of the Fund is sometimes compared
to that of the Bank, and that the latter is found to be better than
the former. Although I wholeheartedly endorse the favorable
opinions held on the Bank, I, nevertheless, feel that people are
not altogether fair in respect to the Fund. The tasks of these two
bodies are not only different but, by their very nature, almost
opposite to each other. The Fund, whose very essence is to see
to the soundness of currencies, cannot help being tinged with
conservatism whereas the Bank is rather felt to be on the progres-

1 Delivered in French at Session No. 4, September 26, 1956.
2Governor of the International Bank for Reconstruction and Develop-
ment for France.
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sive side. Rather than stressing their opposing duties and meth-
ods, we should emphasize the community of their interests. There
can be no sound economic development without sound currencies.
This is a truism we always recall without ignoring how difficult
it is to implement it.

On the actual activity of the Fund, other criticisms have been
heard which seem to focus on two rather contradictory main
themes. For one set of people, its resources are too vast for what
it does. For others, they are too feeble considering what it could
do. I should like first to take up the latter assertion. The Fund
is not and should never be a blind dispenser of unlimited funds.
We all know that it behooves each country to make the necessary
efforts to ensure the stability of its currency while sometimes
having recourse, as Mr. Rooth put it, to a certain flexibility which,
in my eyes, seems to require the participation of rather inflexible
men in order to bring about good results.

As to the opposite criticism, I confess that it has sometimes
been a matter of concern to me. But Mr. Rooth, during his term
of office, which he filled with such competence, reliability and
honesty as we shall never be able to pay enough tribute to, has
already succeeded in introducing more flexibility in its procedure
and decisions. I myself was highly pleased to hear him say that
the utmost liberalism would be applied to drawings, even beyond
the gold quota, the use of which amounts for the member countries
to borrowing part of their own foreign exchange holdings.

I should finally like to say again with many others, and this
is my third and last comment, how useful I feel the action of the
Fund has been in its role as an adviser to treasuries and central
banks, especially during the missions and investigations it or-
ganizes. Maybe it is in this very field that the Fund can fulfill
its duties most efficiently. At least it appears to be so to me who
am a practical man with a taste for experience rather than for
theory and who, though feeling deep respect for the latter and
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following its numerous developments with great interest, would
be rather inclined to consider that doctrines often lose in clearness
what they win in depth.

To face successfully the ever rising tide of economic and mone-
tary literature, we need no less a man than Mr. Jacobsson, who
is both dynamic and calm, and always reminds me, inasmuch as
he is a Swede, that the Nobel Prize is a child of dynamite. The
French Delegation extends its best wishes to him for his new
functions, which, no doubt, he will fill both with impartiality and
competence.

France has always believed in the value of international in-
stitutions. Those that convene us today certainly have not yet
reached perfection. But the spirit that moves them inspires us
with confidence. We wish that they may carry on and develop
their action in these modern times Mr. Black mentioned yester-
day with such insight. For countries such as mine, which have
long since reached maturity, these big changes might well have
been a subject for nostalgia. I am confident that this will not be
true for France. Whilst remaining proudly conscious of her share,
past and present, in the economic development of the world, es-
pecially in territories of the Franc area, she devoutly wishes the
improvement of the situation of the less developed countries and,
to the full extent of her strength, will participate in it within the
framework of the policy of our two institutions.

Before winding up, I beg you to allow me to join in the wishes
that have already been extended to our two new members, Viet-
Nam and Argentina. The representative of the first will permit
me to congratulate him on his excellent mastery of the French
language, the representative of the second on an exemplary con-
ciseness, which I am far from having equaled, although, contrary
to a somewhat common use, I do not believe I indulged mainly
in singing the praises of my own country.
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STATEMENT BY THE GOVERNOR FOR GREECE!

Xenophon Zolotas

I would like to join in the expressions of thanks and apprecia-
tion for the excellent Report of the Executive Board and for the
lucid comments of the Managing Director in presenting it. Both
statements are new examples of careful and comprehensive analy-
ses of the highest quality in accordance with the standards estab-
lished and maintained by the Fund.

The Report reveals that the main features of the international
financial developments since the beginning of 1955 are: first, the
continued, although slower progress toward freer trade and pay-
ments, accompanied in several countries by further increases in
their foreign exchange reserves; and second, the widening appli-
cation of internal financial policies and correctives to counteract
inflationary pressures and to bring about adjustments made neces-
sary by balance of payments difficulties. These developments are
encouraging and, to a considerable extent, may be attributed to
the more orderly and coordinated international financial policies
based on the Bretton Woods Agreements and the skillful efforts
of the Fund.

The Report and more recent information draw our attention
to renewed balance of payments problems in a number of coun-
tries. These difficulties are the result of the uneven degree of infla-
tion which the various countries are experiencing because of
varying internal pressures and disparities in the rate of investment
and economic development, as reflected in the uneven rates of cost
and price increases since the major postwar exchange rate adjust-
ments of 1949. During this period, while price increases in a num-
ber of countries have not exceeded 10 per cent, in other countries
the corresponding percentages vary between 10 per cent and 50
per cent. The efforts to correct the resulting disequilibria by in-

1Session No. 4, September 26, 1956.
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ternal credit and financial policies should be firmly maintained
and further strengthened. We should, accordingly, provide every
possible support and encouragement to the consultations and the
advisory relationships developed by the Fund. To the extent,
however, that balance of payments disequilibria of a persistent
nature continue to appear, we must think of additional corrective
devices in order to secure further progress toward convertibility
and multilateralism.

The system of fixed parities, especially in its postwar form, has
well-known fundamental advantages and constitutes one of the
most important strongholds of stability in a world of intense
destabilizing pressures. But the merits of the system of fixed par
values dictate, for the fuller pursuit of its objectives, additional
support, which, I believe, should be forthcoming in two main
directions.

First, I wish to restate what has been repeatedly emphasized
in these gatherings and what I have personally more than once
pointed out, namely, that in a system of fixed exchange rates,
the foreign exchange resources to which member countries may be
able to have recourse should be more plentiful than those now
available.

In this connection, the importance of the increases and the
wider distribution in the last two years of dollar and gold reserves
must be underlined. But, while a widening of the Fund’s resources
and of its activities could substantially increase the short-run
margins of safety, the long-term requirements of stability neces-
sitate a substantial increase in all forms of long-term international
capital movement and, in particular, the direction of investment
to the underdeveloped areas of the world. The observations made
on pages 20 and 21 of the Report on the nature and significance
of capital movements, on the one hand, and, on the other, the
launching of the International Finance Corporation are relevant
and important for the maintenance of international trade and pay-
ments freedom and stability.
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Second, to the extent that more permanent disequilibria in the
balance of payments develop, I believe that we should attempt
a compromise solution between the rigid adherence to an in-
flexible system of fixed parities and the acceptance of uncontrolled
and unlimited exchange rate fluctuations. Whenever sizable cost
and price disparities lead to persistent balance of payments dis-
equilibria, these might become quite embarrassing for the surplus
as well as for the deficit countries. In such situations, unless cor-
rective measures of an organic character re-establish external
equilibrium, the countries concerned would find themselves, sooner
or later, compelled to resort to restrictive and discriminatory
practices. These, although leading to provisional and only arti-
ficial equilibria, would constitute major setbacks to the efforts for
the fuller application of the Bretton Woods principles. We must,
therefore, seek practical and organic solutions as a way out from
these difficult situations. The establishment of realistic exchange
rates which would be a radical solution to such difficulties en-
counters, under the present circumstances, many well known
limitations. I, therefore, think that a compromise might be sought
in allowing a controlled flexibility of exchange rates without de-
parting from the Bretton Woods Agreements. This can probably
be achieved through a system of free variation on either side of
the fixed parities within substantially wider margins than those
now prevailing or usually contemplated in similar proposals. Such
an arrangement would maintain the principle of fixed parities and
permit only a greater degree of variability in the neighborhood of
par values. At the same time, if variations were permitted on
either side of the parities, depreciations up to a certain extent
in weaker countries, associated with possible appreciations in
stronger countries, might well correct most of the situations which
have appeared or could be contemplated.

I am confident that the application of the principle of fixed
parities with a greater degree of flexibility would help to achieve
a workable convertibility and multilateral trade and payments.
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Before 1 conclude, I wish to associate myself in the expression
of deep appreciation to the retiring Managing Director, Mr. Rooth,
for his excellent work and his achievement during his term of
office and we all wish him the best of luck. It is gratifying to
know that his efforts will be continued by a man of the stature
and personality of Mr. Per Jacobsson. Following the tradition
of his predecessor, Mr. Jacobsson will bring to the Fund a
balanced combination of disciplined analyses with an intimate
knowledge of the problems of particular countries. In his difficult
task, the new Managing Director will have the valuable assistance
of Mr. Cochran, the heads of Departments, as well as the members
of the Fund’s staff, who, despite the youth of this institution, have
managed to create a tradition of expert knowledge and tactful
negotiations and advice. I sincerely believe that under these cir-
cumstances we can look forward with confidence to the contri-
bution of the Fund to the maintenance of stability and the pro-
motion of freedom in international economic relations.

STATEMENT BY THE GOVERNOR FOR THE PHILIPPINES!

Miguel Cuaderno, Sr.

The Report of the Executive Directors is very thorough and
exhaustive. It is very encouraging to note the increasing coverage
and concern in the past four years in the Report of the Fund over
the problems of the underdeveloped countries.

Every year since 1949, I have taken every opportunity to bring
these problems to the attention of this Board. This year, I feel
that I can do no better than to underscore certain significant pas-
sages of the Report of the Executive Directors and of the presenta-
tion speech of Mr. Rooth which, in my view, clearly and forcefully
portray the magnitude and complexity of the problems confronting
the underdeveloped countries.

1Session No. 4, September 26, 1956.
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The Report tells us that “for the more developed countries,
1955 was a year of high prosperity.” It is almost a ritual each
year since 1952 for the Executive Board to report improving
world economic conditions with the underdeveloped areas lagging
far behind the industrial countries. With the fundamental im-
balance in the economic structure of the underdeveloped countries
and the staggering problems that they have to face as a result
of the great fluctuations in their balance of payments position, it
would be a miracle for them to share equally in the reported
prosperity. As my distinguished colleague from the United King-
dom has said this morning, prosperity is indivisible.

Despite the prosperity in other countries, most of us in the
group of underdeveloped areas still have to grapple with the diffi-
cult task of development with limited resources, particularly of
foreign exchange. The problem of dancing between the Charybdis
of inflation and the Scylla of economic poverty is still very much
upon our countries.

It is, however, encouraging to note the increasing coverage and
concern in the past four years in the Fund’s Report of the prob-
lems of the underdeveloped countries. The Report before us
today points out that “The balance of payments of primary pro-
ducing countries as a whole deteriorated in both 1954 and 1955.
From 1953 to 1954, this reflected an increased aggregate trade
deficit, as exports rose little and imports expanded more.”

Aggravating the position of the underdeveloped countries is the
fact that, as also indicated in the Report, “The policy of protect-
ing or expanding agricultural production in many of the more
highly developed countries has . . . created marketing difficulties
for efficient producers elsewhere . . .” The underdeveloped
countries which are dependent on a predominantly agrarian type
of economy fear that the efforts being made by the highly devel-
oped countries to dispose of their surplus production resulting
from the continuing support of farm prices will “jeopardize their
own export markets or depress prices, and thus create difficulties
in their external payments.”
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Mr. Ivar Rooth, in his very enlightening valedictory, called
attention to the fact that “The effect of economic fluctuations
on international payments is especially significant to raw materials
exporting countries. Generally speaking, changes in industrial
production are accompanied by changes in the volume of raw
materials exports and in their prices. For countries whose foreign
exchange receipts depend upon exports of a few sensitive raw
materials, sharp fluctuations in world markets for their products
may impede their efforts to secure orderly development of the
economy and a rise in the standard of living.”

The Report of the Executive Directors calls attention to the
fact that “countries whose export trade consists predominantly of
primary products are especially subject to variations in export earn-
ings . . . some of them have derived only limited benefits from
the general expansion of trade and the strengthening of balances
of payments during recent years. In fact, most of the countries
which during the past year had serious payments problems are to
be found in this group. For these countries, the case for building
up reserves in times of high prices and strong export markets,
substantial enough to withstand normal balance of payments fluc-
tuations, has to be weighed against the case for speeding up eco-
nomic development by using a larger proportion of foreign earn-
ings for that purpose.”

Mr. Ivar Rooth, two days ago, pointed out that “The mere
attainment of the prewar volume of production and trade could
not be regarded as satisfactory. A great expansion in production
and exports was necessary to enable the industrial countries to
put their economies on a self-sustaining basis and to establish a
better balanced payments position.”

Mr. Rooth stated that for the underdeveloped countries “the
basic problem was even more difficult. For them, a large in-
crease in output was necessary to maintain minimum consumption
standards for their growing populations and to provide savings
to develop the economy.”
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With respect to trade, Mr. Rooth pointed out that “The value
of world trade has increased by about 60 per cent since 1950,”
but the discouraging fact is that, as stated by the Chairman, the
distinguished Governor for Mexico, in his opening address “pur-
chases of primary products by industrialized countries from sup-
plying nations increased by only one third of the gain in trade
between the industrialized countries.”

It is my fervent hope that the problems of the underdeveloped
countries which are so vividly portrayed in this year’s Annual
Report will not suffer the same fate as the Report itself after this
Meeting—a document written with meticulous care only to be for-
gotten after a short period of time.

The Fund has been increasingly helpful to the underdeveloped
countries in the form of temporary assistance, wise counsel and
advice this organization has been giving the member countries,
but such assistance is greatly circumscribed by the limitations set
by its Articles of Agreement and its limited resources. Efforts
in this direction should not, however, be diminished.

More effective results could be brought about if the govern-
ments we respectively represent will seriously consider the en-
lightened Report of the Executive Directors so that the under-
developed countries may equally share in the present and future
world prosperity.

And now I close these brief remarks with the expression of
sincere regret that Mr. Rooth will no longer be with us after this
Meeting. Mr. Rooth has managed the operations of the Fund
ably and well. In behalf of my Government, I wish to express
to him our deep appreciation for the valuable support and assist-
ance which at all times he has been ready to extend to my country.
1 wish him very best wishes and continued good health. Our best
wishes go to Mr. Per Jacobsson for a successful administration
of the Fund.
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STATEMENT BY THE TEMPORARY ALTERNATE
GOVERNOR FOR KOREA!

Yu Taik Kim

I wish to join my distinguished colleagues in congratulating
the International Monetary Fund for its excellent achievements
during the past year which was, I need hardly say, due to the
outstanding leadership of Mr. Rooth and the competence and un-
selfish devotion of the Fund staff members. It is regrettable to
hear that Mr. Rooth is retiring soon from the Fund. However,
I would like to share Mr. Rooth’s satisfaction at his being suc-
ceeded by Mr. Jacobsson, a distinguished theorist as well as prac-
titioner in the international monetary field.

The Annual Report indicates that the general trend of the
world economy continues to be characterized by steady advance
toward higher levels of production and well-being. This improve-
ment in the general world economic situation has been accom-
panied by increased liberalization of trade and payments, which,
in turn, has had beneficial effects on the international exchange
of goods and services.

Amidst this welcome atmosphere of greater prosperity and more
liberalized trade and payments, I should like to remind you, how-
ever, that there are still a number of less developed countries,
such as my own, that have not as yet fully shared in these favor-
able developments. For such countries, the problems are usually
complex and fundamental in nature and a rapid solution cannot
be effected without large capital investments, coordinated with
sound domestic monetary and fiscal policies. Thus, despite the
strenuous efforts exerted by the Bank and the Fund, as well as
by the people and governments of the less developed countries
concerned, progress during the past year was relatively slow.

I recall that some of my fellow Governors, particularly from
less developed countries, have already emphasized this problem
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on a number of previous occasions. While the fundamental solu-
tion to such problems does not, to be sure, lie in the realm of the
Fund, may I only reiterate here their hope that the Fund will
continue to explore every possible means, within the scope of its
activity, of helping all of its member countries to share as fully
as possible in the economic progress that the world in general
has made in recent years.

STATEMENT BY THE ALTERNATE GOVERNOR FOR PERU?

Emilio G. Barreto

I should like to join in congratulating Mr. Rooth, Mr. Cochran
and other staff members for their excellent and informative Re-
port.

May I be permitted to make a brief commentary on that part
of the Annual Report which states that inflationary pressures are
still strong in a number of countries. This applies especially to
those countries where the increase in public expenditure is not
covered by receipts from noninflationary sources or where wage
increases are not matched by a corresponding increase in produc-
tivity.

In recent years, the importance of monetary stability and the
value of flexible monetary and fiscal policies has been recognized
as a major means of achieving and maintaining stability. How-
ever, in some instances, owing most likely to the effectiveness in
monetary policy management, this policy has been considered in
itself sufficiently adequate to maintain stability, neglecting the
financial equilibrium. Monetary policy in itself cannot solve
permanently such problems as those arising from budgetary un-
balances or from indiscriminate wage and salary increases beyond
the increase in productivity.

Recent experience in some underdeveloped countries shows
that, while a flexible monetary policy is a requisite to achieve
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and maintain the internal and external equilibrium in the economy,
without the effective help of a sound fiscal policy, there is a risk
of weakening the stability attained, unless prompt corrective meas-
ures are taken in the fiscal sector.

One of the main objectives of underdeveloped countries is to
attempt an ordered development that will allow the stability of
the internal economy and the equilibrium in the balance of pay-
ments to be maintained since, without a sound monetary and
fiscal policy, the economic development will be retarded by dis-
couraging capital formation and domestic and foreign investment.

In the case of Peru, during the present year, a budgetary dis-
equilibrium has become apparent but has not succeeded, however,
in affecting the equilibrium of the balance of payments, because
of the extraordinary increment in production and investment which
is taking place.

It is to be hoped that with the necessary steps that are being
taken to readjust the financial position of the country, together
with the credit regulations which have been recently introduced,
the economic stability and a normal development of the produc-
tive activity may be maintained.

STATEMENT BY THE ALTERNATE GOVERNOR FOR INDONESIA!

R. Soegiarto

First of all, T would like, along with other Delegations, to ex-
press to Mr. Rooth, who is ending his term as Managing Director,
our deep appreciation for the excellent work he has done for the
Fund. We wish him every success and satisfaction in any work
that he intends to undertake in the future. We also would like
to congratulate Mr. Per Jacobsson and the Fund on Mr. Jacobs-
son’s nomination as successor to Mr. Rooth.
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We have studied the Eleventh Annual Report with great satis-
faction and we highly appreciate Mr. Ivar Rooth’s address at this
Meeting.

Between the International Monetary Fund’s Meeting in Istanbul
and the present one in Washington lies a year in which a high
degree of business activity prevailed throughout an important part
of the world. Undoubtedly, we witnessed some hesitancy in the
economic process, some setback even in one or two sectors, but,
on the whole, the business cycle remained on its high and favor-
able level. It did not belong to the task of the governments con-
cerned to achieve prosperity, but to maintain it for the benefit of
their peoples.

Such was not the fate of all governments. In many under-
developed countries, as also stated just now by the Governors
for the Philippines and for Korea, the struggle for development
and stability went on and prosperity is still far ahead. Whenever
governments in underdeveloped countries try to raise the level
of their economy, they nearly always run into a kind of vicious
circle. Development requires savings in domestic as well as in
foreign currencies. Savings in a domestic currency depend on the
national income, the level of which is low. As far as foreign
currency earnings are concerned, they, too, are dependent on the
general level of the economy. On top of that, the export income
of many underdeveloped countries is unstable due to the frequent
short-run fluctuations of the prices of primary products. A low
and unstable level of income is the source from which the neces-
sary savings for development and for investments must be drawn.

1 need not tell you how complicated the task must be for the
governments concerned. On the other hand, these governments
are conscious of the fact that the very means to overcome the
low and unstable level of income lies in development, in investing
more money in agriculture and mining in order to broaden the
basis of their exports and further in industrialization in order
to cure the one-sidedness of their economy.
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It is not my intention to put before you all the economic prob-
lems with which governments of the underdeveloped countries
are confronted. But I would like to draw your attention to some
basic facts, the very basicness of which is often a cause for their
being forgotten or overlooked. The vicious circle of which I
spoke is such a basic fact.

During the time when prosperity was still expanding, the be-
lief was born that prosperity would be the best guarantee for the
stability of the underdeveloped countries and eventually for their
winning the battle against the vicious circle. I do not think that
many still hold this view. Last year, prosperity prevailed in the
industrialized countries, but a weakening of the business activity
in one or two sectors was sufficient to cause a deterioration in the
demand for primary products important to some underdeveloped
countries. This fact necessarily hampered the execution of devel-
opment projects. I do not want to deny the blessing of a favorable
business cycle for the underdeveloped country. I gladly acknowl-
edge its fruitfulness and necessity, not only for the countries con-
cerned, but also for the suppliers of primary products to such
countries.

Indonesia itself took advantage of the high and rising level of
prosperity in the year before last. We immediately got rid of many
impediments previously imposed by our low income and unstable
exports and we were determined to use our increasing earnings
to import and to invest more.

What I was, and am, doubtful of is the question whether the
business cycle as such is sufficient to cushion the inherent in-
stability of the economy of underdeveloped countries. Whereas
it is certain that a recession or depression will be disastrous to
countries like my own, the recent facts demonstrate that a favor-
able business cycle alone cannot prevent an underdeveloped
country from serious setbacks with respect to its foreign exchange
earnings. I believe that an everexpanding world economy, in
other words, an everincreasing and harmonious business activity
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would be most helpful, but as soon as business shows signs of
weakness in one or two sectors, although on the whole remaining
strong and sound, the instability of the underdeveloped countries
will necessarily emerge.

This means that one cannot safely rely on the business cycle
only. After all, the economy of the underdeveloped countries is
too much dependent on a small number of export products and
a change in demand insignificant to the economy of the industrial-
ized countries as a whole is sufficient to cause a chain of serious
reactions in the less blessed areas of the world. I think that last
year’s lesson should induce us to reconsider the confidence in the
business cycle as a remedy against all evils.

My country, for one, was obliged to take a step back on our
way to development and progress. Our export earnings declined,
not because there was a recession or depression in the world, but
because we were dependent on a small number of products, one
of which happened to be less wanted in one of the industries of
one or two countries. And yet we do not want to resort to a full
dress physical control of our economy. If the measures which
we have taken seem to be complicated, I would like to stress that
they only affect a small percentage of our imports. We cannot
possibly cut down the import of capital goods necessary for our
development, nor the import of consumer goods necessary for the
daily life of our people and both necessary, too, for the mainte-
nance of a stable domestic price level. Our present measures only
relate to the sector of luxury goods which comprises 5 or 6 per
cent of our total imports.

In considering the course of events during the previous year,
I wonder if next to stepping up the efforts to maintain the pros-
perity in the industrialized countries, nothing more could be done
for the underdeveloped countries. The Fund has given its con-
tribution, that is, by granting credits to countries badly hit in
their balance of payments position. Such was, for instance, the
case with Indonesia. We are grateful that the Fund showed
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friendly understanding toward us, an understanding which ma-
terialized in the purchase of foreign exchange by my country.
I would like to express my country’s feelings of sincere apprecia-
tion for the valuable help we received from the Fund. This help
has lessened our burden and we sincerely hope that it will bear
fruit in the not too distant future. Credits such as those given
to Indonesia are certainly most welcome because they help to heal
the wounds inflicted on the economy of the country.

But would it be impossible to prevent that such wounds occur
at all? Repressive measures are necessary, but would preventive
ones not be better and more effective? Let me not be misunder-
stood. I decidedly hold the opinion that a strong business cycle
is a first requirement and, hence, that every effort should be made
to prevent prosperity from declining. But something more is
needed besides and beyond the business cycle in order to achieve
stability in the export earnings of the underdeveloped countries
which is, at least to a high extent, similar to the stability of their
economy, or, to be more specific, of their budget, their monetary
position and their balance of payments.

The Fund, whether our institution likes it or not, is confronted
with the problem of the instability of the export markets in that
it holds as one of its tasks to overcome the difficulties arising
from such instability. I wonder if the Fund could not surpass its
already valuable merits. Better than many institutions or probably
than any institution in the world, the Fund is acquainted with all
the problems of the underdeveloped countries, including the in-
stability of their income. The Fund has at its disposal a highly
qualified staff of experts who can undertake further studies in this
field and who can cooperate with other international bodies, as,
for instance, the Food and Agriculture Organization and the
United Nations Committee on International Trade. The Fund
further has at its disposal substantial financial means with which
help is given in case a country suffers from temporary balance
of payments difficulties, usually arising from the instability of the

92

©International Monetary Fund. Not for Redistribution



export markets, insofar as underdeveloped countries are con-
cerned.

If some device could be found to prevent such an instability,
it seems to be worth while to make use of the Fund’s capital to
finance the device if financing is necessary. In that case, the
Fund’s means will be used for balance of payments problems as
well, with this difference: that in preventing the fluctuations of the
income of the underdeveloped countries, the Fund will save these
countries from taking a step forward and backward every time.

I do not have any clear-cut idea in my mind, but with all mod-
esty I would like to suggest directing the Fund’s assets in technical
knowledge and financial means to free the underdeveloped coun-
tries from the evil of the unstable export markets. There was a
time when the industrialized countries needed help as well. In
spite of the fact that the present day economic conditions require
watchfulness, we know that the underdeveloped countries deserve
priority in our attention and concern. It is my fervent hope that
at next year’s Meeting we all may welcome the existence of a
world economy in which the business cycle is free from its weak
spots and, at the same time, in which the underdeveloped coun-
tries, with the Fund’s help, are equally free from their basic
plague: the instability of their export markets.

STATEMENT BY THE GOVERNOR FOR PAKISTAN?
Abdul Qadir

It is a pleasure to congratulate Mr. Rooth, the Executive Board,
and the staff of the Fund on their excellent Report. Its lucid, de-
tailed and objective analysis has secured for it a prominent place
in the current literature on international finance. It is gratifying
to note that the world payments position has continued to im-
prove and further progress has been made toward the establish-
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ment of a system of multilateral trade and payments. The increase
in the gold and dollar reserves of countries outside the United
States, despite a rather sharp reduction in the flow of U.S. private
capital, is also encouraging.

While the payments position of the world as a whole has shown
marked improvement, it is disquieting that the balance of pay-
ments of primary producing countries has deteriorated. As it is,
this deterioration is particularly marked in the case of exporters
of agricultural products. Against the background of a substantial
increase in total world exports, the decline in the earnings of these
countries gives cause for serious concern. In fact, as the Report
points out, the share of primary producers in the value and to a
less extent in the volume of world trade has tended to fall almost
steadily since 1950.

It is even more disturbing that prospects for the primary pro-
ducers are far from bright. Signs of a slackening in the indus-
trially advanced economies have already become visible. This
development will, no doubt, adversely affect the demand for in-
dustrial raw materials and may, in turn, accelerate the decline in
the prices of primary products. This may well add to the balance
of payments difficulties of some of the primary producing coun-
tries. At the risk of repetition, I wish to emphasize this problem,
which has been so fully described by my distinguished friends
from the Philippines and Indonesia. You will appreciate our con-
cern in the matter, representing as I do a country which still
depends heavily for foreign exchange earnings on the export of
a few raw materials.

It is not always fair solely to ascribe the balance of payments
difficulties of the primary producing countries to the growth of in-
flationary pressure. For, while the rate of development expendi-
tures has been, of necessity, maintained at a rather high level in
many of these areas, the disequilibrium in the balance of pay-
ments appears to have been caused in no small measure by an
almost secular adverse movement of their terms of trade. This is,

94

©International Monetary Fund. Not for Redistribution



perhaps, one reason why primary producing countries have been
less disposed to rely too much on disinflationary policies as a
means of securing external balance. Their immediate problem,
indeed, centers round the question of the stability of their export
trade. I am glad that the Report recognizes the importance of
this issue. It is, however, regrettable that no concrete measures
have so far been considered in the international sphere to tackle
this vital problem. I know it would be unrealistic to expect that
this issue could be dealt with by the Fund alone. Nevertheless, it
has to be recognized that the problem seriously impedes the re-
moval of exchange restrictions and discrimination and lies at the
root of bilateral practices.

While the pressures resulting from the execution of a sub-
stantial development program on the domestic price level and the
country’s payments position cannot be minimized, we should not
forget that in the long run it is only through the process of eco-
nomic growth that it would be possible to sustain the movement
toward multilateral trade and free payments. Indeed, to my mind,
there can be no more serious threat to a country’s continuous
progress toward freedom of trade than the one that arises from its
extreme vulnerability to fluctuations in the world economy. The
experience of my country lends support to this contention. Dur-
ing the last few years, we have been engaged in a fairly large de-
velopment effort. This involved the continuance and, even to
some extent, the accentuation of restrictions on imports and pay-
ments. The favorable repercussions of the development effort are,
however, already visible. The country’s production structure is
being diversified. This has helped in the elimination of bilateral
arrangements and has facilitated liberalization of imports and
abolition of discrimination between different currency areas.

Before I conclude, may I take this opportunity to express our
sense of appreciation of the work done by the Fund missions
which visited the less developed countries. The economic surveys
conducted by them have proved very useful; so, also, the con-
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sultations conducted by the Fund with countries in which ex-
change restrictions continue to operate. I have personal experience
of these consultations and I was very much impressed by the wide
outlook and the sympathetic approach of the Fund mission during
these consultations.

And lastly, 1 would be failing in my duty if I did not mention
here how grateful we all are to Mr. Rooth, who guided so ably
the operational policy of the Fund during the last five years.
During this crucial period, the Fund and Mr. Rooth became
synonymous and it will take quite some time before we get recon-
ciled to the picture of the Fund without Mr. Rooth. The fact
that he visited Pakistan and other less developed countries, at
great personal inconvenience, shows how keen was his desire to
assist these countries. Now that he has decided to retire, we wish
Mr. Rooth the best in life and extend a hearty welcome to his
worthy successor. We look forward to his regime with confidence
and assure him of our full cooperation.

STATEMENT BY THE ALTERNATE GOVERNOR FOR PARAGUAY?

Pedro R. Chamorro

Paraguay is proud to report that it is continuing to maintain
the exchange and stabilization program mentioned in the Annual
Report of the International Monetary Fund. In March of this
year, Paraguay abandoned a very complicated multiple exchange
rate system and embarked upon fiscal and credit policies to end
inflation in Paraguay.

A certain amount of both monetary and price inflation con-
tinued in the first phase of the stabilization program. However,
the Paraguayan authorities are now confident that the inflationary
forces are under control and that substantial progress will be made

1Session No. 4, September 26, 1956. The statement was read by
Mr. Osvaldo Chaves, Governor of the International Bank for Reconstruction
and Development for Paraguay, on behalf of Mr. Chamorro.
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in the next six months toward the establishment of real stability
in Paraguay. The Paraguayan Government is convinced that the
financial policies that it is now pursuing will lead to a sound cur-
rency and the establishment of the basis for a balanced and en-
during economic growth. The Government is also considering
the adoption of additional measures to create an environment in
Paraguay conducive to the growth of domestic savings and foreign
capital investments.

We are also happy to report that Paraguay is moving away
from bilateral trade and payments arrangements. This policy
toward multilateralism is motivated not only by a desire to con-
form with the Fund Articles of Agreement but primarily by a
sincere conviction that the real economic interests of Paraguay lie
in a multilateral trading system rather than narrow bilateralism.
Bilateral payments arrangements covering approximately 70 per
cent of Paraguay’s international trade are being replaced during
1956 with multilateral payments arrangements. It is also of in-
terest that these multilateral payments arrangements are being
concluded not only with European countries but, on Paraguay’s
initiative, are being extended to countries of South America.

Paraguay is very grateful to the Fund for the assistance, both
positive and practical, rendered in this broad stabilization effort.
In the first instance, the Fund contributed in the formulation of
the detailed plan. Later, the Fund responded with extended tech-
nical assistance on the spot and with financial aid to assure the
success of the program.

The Government of Paraguay wishes to express its sincere ap-
preciation for the role Mr. Ivar Rooth has played personally
in understanding the problems and needs of Paraguay which has
resulted in an atmosphere of cordial and close working relations
with the Fund. We receive with great regret the news of Mr. Rooth’s
departure from the Fund. However, we hope that the cordial re-
lationship he developed will continue under the new Managing
Director, Mr. Per Jacobsson.
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STATEMENT BY THE GOVERNOR FOR CANADA®
Walter Edward Harris

I am grateful to the Governors who have expressed their views
on the suggestion I put forward regarding the Executive Board,
and I am pleased that the representatives of several countries
have seen merit in these ideas.

It would clearly be premature to ask the Governors to take
any action at the present time. Governments will need time to
consider the implications for them of a change along the lines of
my suggestion and to decide whether or not they wish to be rep-
resented by Executive Directors who also have operating respon-
sibilities at home.

May 1 refer briefly, however, to the comments, and the very
welcome comments, from the Governor for the Netherlands. We
realize that the position of all the countries is not the same. We
had, in fact, taken the points he raised into account before putting
forward our proposals. We hope that, as he and the other Gov-
ernors study the matter further, they may come to the conclusion,
as we did, that the difficulties he referred to are not as important
as the advantages of the alternative arrangements.

Further, there is a good deal that the Managing Director and
the Executive Board could themselves do to make it possible for
the Board to function on a different basis, particularly through
the scheduling of meetings. I shall await with confidence a study
of this problem by the Managing Director, as has been suggested.

Ultimately, of course, it is for the governments to decide how
they want the Fund to function, and we shall look forward hope-
fully to seeing to what extent governments find it useful and con-
venient to be represented in the way I have suggested.

1Session No. 4, September 26, 1956.
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CONCLUDING REMARKS?

Ivar Rooth

Mr. Chairman, under your guidance, we have had a helpful
discussion of the Annual Report and the work of the Fund. It
is not my intention to summarize all that has been said by the
Governors. Instead, I shall note and comment on some of the
questions which have elicited their interest.

Many Governors have spoken of the quality of the Annual
Report, and some have emphasized the usefulness of this informa-
tive analysis of the complex problems that confront our members.
We are pleased to know that our effort to provide such a review
of the world economy is so well received. We hope that the
Annual Report will grow in wisdom and authority, but not in
size, and that it will continue to show that the Fund is alert to
changing economic conditions.

From these discussions, it is clear that the threat of inflation
is uppermost in the minds of all the Governors. The problems
of growth and development, as the Governor for the United
States noted, are being felt in all countries. Investment is running
ahead of savings and wages are increasing more rapidly than
productivity. All over the world, there is the threat of a steady
rise in prices and costs that will lower the value of money and
that may ultimately weaken world payments.

While realizing that the task of dealing with cost and price in-
flation is difficult, several Governors felt that there is good reason
to be hopeful that this threat to monetary stability will be met.
The encouraging feature, as the Governor for the United States
remarked, is that some countries have already had considerable
success in fighting inflation and that many others are taking steps
to put anti-inflationary policies into effect.

1Session No. 5, September 27, 1956.
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A number of Governors have called attention to the fact that
monetary policy is not by itself adequate to avoid inflation. As
the Governor for Peru noted, there is no way by which monetary
policy can offset excessive public expenditure or indiscriminate
wage increases. The Fund has always taken the view that an
effective anti-inflation program must be comprehensive. It must
include not only monetary policy, but a sound budget policy
related to tax receipts, an investment policy properly related to
savings and capital inflow, and a wage policy under which personal
incomes do not rise faster than increases in productivity. The
special significance of monetary policy is that it enters into every
other item of any complete program to prevent inflation.

The Governor for the United States spoke of the trusteeship
of the monetary authorities to maintain stability in the value of
money. The Fund is the spokesman for all of you. We have been
and will continue to be advocates of the dual objectives of stability
and progress. We could not be otherwise, for, as the Governor for
the United Kingdom said, the functioning of the Fund depends
upon the success of the internal policies of its members in main-
taining healthy economies. It is encouraging that so many under-
developed countries have recognized that a sound monetary policy
makes a positive contribution to development. Monetary stability
is not all that is needed for development, but I know of no prob-
lem connected with development that cannot be dealt with more
effectively in an environment of monetary stability.

The Governor for the United Kingdom called attention to
what has been done by the United States to encourage imports
through the reduction of tariffs and the simplification of customs
procedures. There can, I believe, be no greater impetus to the
relaxation of restrictions and the elimination of dollar discrimina-
tion than that given by a liberal trade policy in the United States.

The Governor for Canada expressed the view that the Fund’s
objectives are as valid now as when they were adopted at Bretton
Woods. I believe that I summarize your feelings when I say there
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has never been greater agreement than at this time, that the Fund
must move steadily forward with its task of establishing a multi-
lateral system of payments, free of restrictions and discriminations.
I am encouraged, as I know you are, by the wide recognition of
the disadvantages of bilateralism and of the need for greater trans-
ferability of currencies. We hope and expect that rapid progress
will be made toward the elimination of bilateralism.

The Governor for the Netherlands made a penetrating analysis
of the complexities that enter into the determination of policy on
the proper use of the Fund’s resources. The Governor for the
United Kingdom noted that the use of the Fund’s resources has
declined in recent years. This has, as he explained, arisen from
the fact that the liberalization of Fund policy has coincided with
a period of strength in dollar payments and a growth in gold and
dollar reserves. He added that it is important for members to
come to regard the use of the Fund’s resources in much the same
way as the use of reserves, and that drawings on the Fund should
be a normal source of foreign exchange for short-term reserve
requirements. We all rejoice in the conditions that have made it
possible for many members to diminish their drawings on the
Fund. Nevertheless, it is worth noting that, even when members
do not draw on the Fund, its large resources are helpful in giving
confidence to them.

The Governor for the Netherlands called attention to the diffi-
culties that might arise from too much use of the Fund’s re-
sources in a period of world-wide inflation. There is general
agreement that we do not want any spectacular rise in transactions
at this time. Even under present conditions, however, some
countries may have payments problems that are not attributable
to inflation, and such countries are right in expecting the Fund
to be concerned with their difficulties. As the Governor for
Germany said, and I share his view, there need be no doubt that
the use of the Fund’s resources will increase. In the meantime,
he recommended that the Fund should concentrate on special
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cases. There are instances in which use of the Fund’s resources
would involve no actual increase in expenditure, but would per-
mit countries to meet promptly international obligations already
incurred and give members confidence to undertake a program
of stabilization.

Some special problems in connection with the use of the Fund’s
resources were noted by some Governors, particularly the desira-
bility of reconsidering the schedule of charges and of exploring the
possibilities of repurchase in some form other than with gold and
convertible currencies. These and other related questions are being
studied by the staff and will later be discussed by the Executive
Board. As the Fund has repeatedly announced, it wants its mem-
bers to have assurance that the Fund’s resources will be available
for use on every proper occasion. I believe that members are
aware that this is the attitude of the Fund.

Many Governors have spoken of the widening role of the Fund
in the world economy. The Governor for the United States ex-
pressed the view that the Fund has grown in prestige and influence.
The Governor for the United Kingdom noted that one of the
greatest achievements of the Fund is the habit which its members
have formed of cooperation in monetary and financial matters.
The Governors for Chile, Mexico, Turkey and several other
countries spoke with appreciation of the advice and financial
assistance they have had from the Fund.

As the Governor for the United States remarked, it is im-
portant for the Fund to give its advice to members both promptly
and quietly. In the last analysis, the influence of the Fund depends
on the confidence it inspires in its members; this is a plant of
slow growth. We have seen confidence take root and grow in the
past 10 years. I have no doubt that it will yield a steady harvest
of good will and constructive achievement.

The Governor for Canada has urged the Fund to reconsider its
working methods and, in particular, to appoint as Executive
Directors men who have official responsibilities in their own
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central banks or treasuries. The routine work of the Executive
Board could then be carried on by the Alternate Executive Direc-
tors with the Executive Directors coming on occasion for major
policy decisions. 1 believe that this proposal has much to com-
mend it, particularly in relation to Executive Directors who repre-
sent only one country. As the Governor for the Netherlands
pointed out, however, most Executive Directors represent more
than one country, and the best way to serve the countries they
represent may be by residence at the seat of the Fund.

The Governor for the United Kingdom expressed the opinion
that the Canadian proposal has great merit. Both he and the
Governor for the United States suggested that the question be
considered by the new Executive Board and the new Managing
Director. The Fund has in the past tried to schedule its work
to cause a minimum of inconvenience for those of its Executive
Directors who have responsibilities that keep them for extended
periods in their own countries. Of course, the necessity of meeting
its own responsibilities must be the prime consideration for the
Fund on this as on other questions. You may be sure that the
suggestion of the Governor for Canada will be given full con-
sideration.

And now I should like to add this personal word. I have been
deeply touched by the tributes you have paid to me. I shall
throughout my life cherish what you have said. I am no less
gratified that so many Governors have expressed their confidence
in the new Managing Director. I share this confidence which
grows out of close association and friendship with him over many,
many years. His character and ability and your trust and coopera-
tion provide the strongest assurance that the Fund will perform
the useful and important tasks for which it was created.
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REPORTS OF THE EXECUTIVE DIRECTORS
Report No. 1

SixTH REGULAR ELECTION OF EXECUTIVE DIRECTORS

September 22, 1956

Dear Mr. Chairman:

At its Eleventh Annual Meeting the Board of Governors shall
have to adopt Rules for the Conduct of the Sixth Regular Election
of Executive Directors which will then take place.

Submitted herewith for the Board of Governors are:

1. A Report of the Executive Directors to the Board of Gov-
ernors regarding the Sixth Regular Election of Executive
Directors.

2. Proposed Rules for the Conduct of the Election.

Proposed Resolution to the Board of Governors regarding
this election.?
Very truly yours,
/s/
Ivar Rooth
Managing Director
and
Chairman of the Executive Board

Chairman of the Board of Governors
Eleventh Annual Meeting
International Monetary Fund

Enclosures

Recommended for approval by the Procedures Committee (Re-
port No. 1, page 121) and approved at Session No. 1, September 24,
1956.

1 Resolution No. 11-5, page 141.
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1.

September 22, 1956

REPORT OF THE EXECUTIVE DIRECTORS
TO THE BOARD OF GOVERNORS
SixTH REGULAR ELECTION OF EXECUTIVE DIRECTORS

Section 3(d) of Article XII of the Articles of Agreement of
the Fund provides that elections of elective Directors shall be
conducted at intervals of two years. The Fifth Regular Elec-
tion of Executive Directors was held at the Ninth Annual
Meeting of the Board of Governors in September 1954.

Section 3(b) of Article XII provides that there shall not be
less than twelve Executive Directors, of whom

(i) five shall be appointed by the five members having the
largest quotas;

(ii) not more than two shall be appointed when the pro-
visions of Article XII, Section 3(c) apply;

(iii) five shall be elected by the members not entitled to ap-
point Directors, other than the American Republics; and

(iv) two shall be elected by the American Republics not
entitled to appoint Directors.

It is further provided in Section 3(b) that, “When govern-
ments of other countries become members, the Board of
Governors may, by a four-fifths majority of the total voting
power, increase the number of Directors to be elected.”

Under this provision the Board of Governors has on three
occasions increased the number of Directors under Sec-
tion 3(b) (iii) as the total voting power increased with the ad-
mission of new members. On the last occasion, at their
Seventh Annual Meeting, the Board of Governors increased
the number of Directors from fourteen to sixteen, the net in-
crease in votes since the prior election having been 8,755.
Since the Fourth Regular FElection of Executive Directors,
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conducted at the Seventh Annual Meeting of the Board of
Governors, six countries that were not included in Schedule A,
namely, Afghanistan, the Argentine Republic, Indonesia,
Israel, the Republic of Korea and the Republic of Viet-Nam,
have become members of the Fund, with a combined voting
power of 4,495. Furthermore, the quota of Ecuador has been
increased, giving Ecuador an additional 50 votes. (Nicaragua
has until October 22, 1956, to consent to the increase in its
quota, as approved by the Board of Governors.)

5. The Executive Directors recommend that nine Directors be
elected under Article XII, Section 3(b) (iii), the same number
as were elected at the Fifth Regular Election.

6. The Executive Directors also recommend that the minimum
percentage of eligible votes required for election and the
maximum percentage of eligible votes for any one nominee
as specified in paragraphs 2, 3, 4 and 5 of Schedule C shall
be 10 per cent and 14 per cent, respectively.

7. The attached proposed rules (Appendix I),2 embodying the
above recommendations, are substantially the same as the
rules for the conduct of the Fifth Regular Election of Execu-
tive Directors, adopted by the Board of Governors in Septem-
ber 1954.

8. In view of the entrance of the Argentine Republic into mem-
bership in the Fund, it is recommended that the number of
Executive Directors to be elected under Article XII, Sec-
tion 3(b) (iv) be increased to three. If the Board of Governors
determines so to increase the number of Executive Directors
to be elected, additional rules for the conduct of the election
of Executive Directors under Article XII, Section 3(b) (iv)
will be required. The Executive Directors recommend that
such rules specify a minimum of 28 per cent of eligible votes

1The increase in the quota for Nicaragua did not become effective until
October 17, 1956.
2See Note, page 107.
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required for election and a maximum of 38 per cent of eligible
votes for any one nominee. Proposed rules incorporating this
recommendation are set forth in Appendix II. These rules
differ from the rules of election set out in Appendix I only
with respect to the provision for the conduct of election of
Executive Directors by the American Republics not entitled to
appoint Directors.

Appendix I

ExpLANATORY NOTE

The proposed Rules set out in Appendix I have not been re-

produced in these Summary Proceedings since the Rules set out

in Appendix II below were approved, as recommended by

the Procedures Committee (Report No. 1, page 121), at Session
No. 1, September 24, 1956, and were followed in the election
held at Session No. 5, September 27, 1956. The Rules proposed
in Appendix I may be found in Fund Document No. 6.

Appendix I1

ProPOSED RULES FOR THE CONDUCT OF THE SIXTH REGULAR
ELECTION OF EXECUTIVE DIRECTORS OF THE FUND?!

. Definitions: In these Rules, unless the context shall otherwise
require:

(a) Articles referred to are the Articles of Agreement of
the Fund.

(b) The term “Board” means the Board of Governors of
the Fund.

(c) The term “Chairman” means the Chairman of the Board
of Governors or a Vice-Chairman acting as Chairman of
the Board.

(d) The term “Governor” includes the Alternate Governor
or any temporary Alternate Governor designated in ac-

1 Approved at Session No. 1, September 24, 1956.
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cordance with Section 12 of the By-Laws when acting
for the Governor.

(e) The term “Secretary” means the Secretary of the Fund.

(f) The term “election” means the Sixth Regular Election of
Executive Directors.

(g) The term “session” means the meeting of the Board at
which the election is held.

2. Date of Election: The election shall be held during the
’ Eleventh Annual Meeting' of the Board at a session to be
appointed by the Board.

3. Basic Rules: Subject to the adjustments hereinafter set forth,
the provisions of Schedule C of the Articles of Agreement
of the Fund shall apply to the conduct of the election.

4. Number of Executive Directors to be Elected Under Arti-
cle X11, Section 3(b)(iii): At such election nine Executive Di-
rectors shall be elected under Article XII, Section 3(b) (iii).

5. In view of the number of Executive Directors to be elected
under Article XII, Section 3(b) (iii) :

(a) “Ten per cent” shall be substituted for “nineteen per
cent” in paragraphs 2 and 5 of Schedule C.

(b) “Fourteen per cent” shall be substituted for “twenty per
cent” in paragraphs 3, 4 and 5 of Schedule C.

6. Number of Executive Directors to be Elected Under Arti-
cle XI1I, Section 3(b)(iv): At such election three Executive Di-
rectors shall be elected under Article XII, Section 3(b) (iv);
and

(a) The minimum percentage of the eligible votes required
for election under this subparagraph shall be twenty-
eight per cent.

(b) The maximum percentage of eligible votes for any one
nominee for the purposes of Rule 18 shall be thirty-
eight per cent.

1See Procedures Committee Report No. 1, Annex V, page 126. The elec-
tion was held at Session No. 5, September 27, 1956.
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7.

10.

11.

12.

Nominations:

(a) A person shall be eligible for election as Executive Di-~
rector when nominated by one or more Governors.

(b) Each nomination shall be made on a Nomination Form
to be obtained from the Secretary and signed by the
Governor or Governors making the nomination.

(c) A Governor shall nominate only one person.

(d) On the day preceding the session the Chairman shall,
preferably in the Board, announce the nominations re-
ceived, ask for any further nominations, and close the
nominations.! The Secretary shall post a list of the
persons nominated.?

Tally Sheets: The Secretary shall post at the session and
distribute to each Governor and Alternate Governor prior to
the election a Tally Sheet substantially in the form of Annex A
attached hereto® and a list of the persons nominated.”

Form of Ballot: The Secretary shall have available a suffi-
cient number of ballot forms substantially in the form of
Annex B attached hereto.?

Supervision of the Election: The Chairman shall supervise
the election and shall appoint such tellers and other assistants
as he deems necessary.

Distribution of Ballots: One ballot form shall be furnished to
each Governor entitled to vote immediately before a ballot
is taken. On any particular ballot only ballot forms distrib-
uted for that ballot shall be counted.

Balloting—Order: The first ballot shall be simultaneous bal-
loting of all the Governors entitled to participate in the elec-
tion of Executive Directors under Article XII, Section 3(b) (iii)
and all of the American Republics entitled to participate
in the election of Executive Directors under Article XII,
Section 3(b) (iv). The balloting for the Executive Directors
elected under Article XII, Section 3(b)(iii) shall then be

1 Session No. 4, September 26, 1956.

2 Fund Document No. 9.
3Fund Document No. 6.
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13.

concluded before any further ballots are taken for the Execu-
tive Directors to be elected by the American Republics.

Balloting—General: Each ballot shall be taken as follows:

(a)

(b)

(c)

(d)

The roll of members whose Governors are entitled to
vote shall be called in alphabetical order.

Immediately after a member’s name is called, the Gov-
ernor for such member shall deposit his signed ballot
in the ballot box.

When the roll call shall have been completed and the
ballots cast, the Chairman shall cause the ballots to be
counted and shall cause to be announced (i) the names
of the members whose Governors voted for each nom-
inee and the total number of votes received by such
nominee, (ii) the name of each person elected, and in
case the votes of any members counted toward, but
were not cast for, his election, the names of such mem-
bers, and (iii) the names of the members whose Gover-
nors are entitled to vote on the next ballot, if any.

In the event that the tellers shall be of the opinion that
any particular ballot is not properly executed, they shall,
if possible, afford the Governor casting such ballot an
opportunity to correct it before tallying the results; and
such ballot, if so corrected, shall be deemed to be a valid
ballot.

14. Recess: After any ballot, the Chairman may adjourn the
session for such period as he may deem necessary, if in his
opinion such action will facilitate the election.

15.

Election of Executive Directors Under Article XII, Sec-
tion 3(b)(iii):

(2)

(b)

The provisions of Schedule C as adjusted by these Rules
shall govern the election of Directors under this sub-
paragraph.

When on any ballot the number of nominees shall not
exceed the number of Executive Directors to be elected,
each nominee shall be deemed to be elected by the number
of votes received by him on such ballot; provided, how-
ever, that if on such ballot the votes of any Governor
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shall be deemed under paragraph 4 of Schedule C to
have raised the votes cast for any nominee above fourteen
per cent of the eligible votes, no nominee shall be
deemed to have been elected who shall not have re-
ceived on such ballot ten per cent of the eligible votes
and a succeeding ballot shall be taken on which any
nominee not elected shall be eligible.

16. Election of Executive Directors Under Article XII, Sec-
tion 3(b)(iv):

(a)

(b)

(©)

(d)

These Rules shall in place of paragraph 7 of Schedule C
govern the election of the Directors to be elected by the
American Republics under Article X1II, Section 3(b) (iv).

Each of the Governors entitled to vote shall cast for
one person all the votes held by him under Article XII,
Section 5(a).

If there are more than three nominees, the three nom-
inees receiving the greatest number of votes shall be
elected, provided that no nominee shall be elected who
receives less than twenty-eight per cent of the eligible
votes.

When on any ballot the number of nominees shall not
exceed the number of Executive Directors to be elected,
each nominee shall be elected by the number of votes
received by him; provided, that if the votes of any
Governor shall be deemed to have raised the votes cast
for any nominee above thirty-eight per cent of the eli-
gible votes, no nominee shall be elected on that ballot
who shall not have received twenty-eight per cent of the
eligible votes and a succeeding ballot shall be taken on
which any nominee not elected on the preceding ballot
shall be eligible.

17. Balloting—Succeeding Ballots for Election of Executive Di-
rectors Under Article X11, Section 3(b)(iii):

(a)

If, as a result of the first ballot, the number of Executive
Directors to be elected in accordance with paragraph 4
above shall not have been elected, a second and, if
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(b)

(c)

(d)

necessary, further ballots shall be taken. The Governors
entitled to vote on such succeeding ballots shall be only
(i) those Governors who voted on the preceding ballot
for any nominee not elected, and (ii) those Governors
whose votes for a nominee elected on the preceding
ballot are deemed under paragraph 4 of Schedule C
to have raised the votes cast for such nominee above four-
teen per cent of the eligible votes.

The votes of a Governor shall not be deemed under
paragraph 4 of Schedule C to have raised the total votes
for a nominee above fourteen per cent of the eligible
votes if without the votes of such Governor such total
would be more than ten per cent but not more than
fourteen per cent of the eligible votes.

If on any ballot two or more Governors having an equal
number of votes shall have voted for the same nominee
and the votes of one or more, but not all, of such Gov-
ernors could be deemed under paragraph 4 of Schedule C
to have raised the total votes received by such nom-
inee above fourteen per cent of the eligible votes, the
Chairman shall determine by lot the Governor or Gov-
ernors, as the case may be, who shall be entitled to vote
on the next ballot.

If a Governor shall abstain from voting on any of the
ballots held for the election of Executive Directors
under Article XII, Section 3(b)(iii), he shall not be
entitled to vote on any subsequent ballot, and his votes
shall not be counted, within the meaning of Article XII,
Section 3(i), towards the election of any Executive
Director; provided, however, that if such abstention shall
have first occurred on the last of several ballots, the
votes of such Governor shall be deemed to have been
cast for the election of the Executive Director elected
on such ballot by the least number of votes. If at the
time any ballot is taken a member shall not be repre-
sented by a Governor at the Annual Meeting or session
at which the ballot is taken, the member and its Gov-
ernor, if any, shall be deemed for the purpose of this
paragraph to have abstained from voting on that ballot.
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18. Bdlloting—Succeeding Ballots for Election of Executive Di-
rectors Under Article XII, Section 3(b)(iv):

(a)

(b)

(c)

(d)

If, as a result of the first ballot, the number of Executive
Directors to be elected in accordance with paragraph 6
above shall not have been elected, a second and, if
necessary, further ballots shall be taken. The Governors
entitled to vote on such succeeding ballots shall be only
(i) those Governors who voted on the preceding ballot
for any nominee not elected, and (ii) those Governors
whose votes for a nominee elected on the preceding
ballot are deemed to have raised the votes cast for such
nominee above thirty-eight per cent of the eligible votes.

In determining whether the votes cast by a Governor
are to be deemed to have raised the total of any nominee
above thirty-eight per cent of the eligible votes, the
thirty-eight per cent shall be deemed to include, first,
the votes of the Governor casting the largest number
of votes for such nominee, then, the votes of the Gov-
ernor casting the next largest number of votes and so
on until thirty-eight per cent is reached.

The votes of a Governor under subparagraph (a) above
shall not be deemed to have raised the total votes for a
nominee above thirty-eight per cent of the eligible votes
if without the votes of such Governor such total would
be more than twenty-eight per cent but not more than
thirty-eight per cent of the eligible votes.

If on any ballot two or more Governors having an equal
number of votes shall have voted for the same nominee
and the votes of one or more, but not all of such Gover-
nors, could be deemed under subparagraph (a) above
to have raised the total votes received by such nominee
above thirty-eight per cent of the eligible votes, the
Chairman shall determine by lot the Governor or Gover-
nors, as the case may be, who shall be entitled to vote
on the next ballot.

If a Governor shall abstain from voting on any of the
ballots held for the election of three Executive Directors
to be elected under Article XII, Section 3(b)(iv), he
shall remain entitled to vote on subsequent ballots.
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19.

20.

21.

22.

Elimination of Nominees: If on any ballot two or more
nominees shall receive the lowest number of votes, no nom-
inee shall be dropped from the next succeeding ballot, but
if the same situation shall continue on such succeeding ballot,
the Chairman shall eliminate by lot one of such nominees
from the next succeeding ballot.

Announcement of Results of Election: After the last ballot
of the election, the Chairman shall cause to be distributed to
each Governor a statement setting forth the results of the
election.?

Effective Date of Election of Executive Directors: The effec-
tive date of the election shall be November 1, 1956. In-
cumbent elected Executive Directors shall serve through the
day preceding such date.

General: Any question arising in connection with the conduct
of the election shall be resolved by the tellers, subject to
appeal, at the request of any Governor, to the Chairman and
from him to the Board. Whenever possible, any such ques-
tion shall be put in general terms without identifying the
members or Governors concerned.

1 Page 115.
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Appendix 111

STATEMENT OF RESULTS OF ELECTION, SEPTEMBER 27, 1956!

Candidates Elected Under Article XII, Section 3(b) (iii)

Candidate Elected
L. H. E. Bury
(Australia)

Otmar Emminger
(Federal Republic of
Germany)

Torben Friis
(Denmark)

Carlo Gragnani
(Italy)

Pieter Lieftinck
(Netherlands)

Louis Rasminsky
(Canada)

Ahmed Zaki Saad
(Egypt)

1Session No. 5.

Members Whose
Votes Counted
Toward Election

Australia
Union of South Africa
Viet-Nam

Federal Republic of
Germany

Denmark
Finland
Iceland
Norway
Sweden

Greece
Indonesia
Italy

Israel
Netherlands
Yugoslavia

Canada

Afghanistan
Egypt
Ethiopia
Iran

Iraq

Jordan
Lebanon
Pakistan
Philippines
Syria

115

Votes by
Country

2,250
1,250

375

3,550

930
630
260
750

1,250

650
1,350

2,050

295
3,000

850

3,250

350
850
310
600
330
280
295
1,250
400

315
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Total
Votes

3,875

3,550

3,820

4,050

4,145
3,250

4,980



Candidates Elected Under Article XII, Section 3(b) (iii) (Continued)

Candidate Elected
Andre van Campenhout

(Belgium)

Takeshi Watanabe
(Japan)

Candidates Elected Under Article X1I, Section 3(b) (iv)

Candidate Elected

Rodolfo Corominas-Segura

(Argentina)

Octavio Paranagua
(Brazil)

Jorge Sol
(El Salvador)

Members Whose
Votes Counted
Toward Election

Austria
Belgium
Korea
Luxembourg
Turkey

Burma
Ceylon
Japan
Thailand

Members Whose
Votes Counted
Toward Election

Argentina
Bolivia
Chile
Ecuador
Paraguay
Uruguay

Brazil

Colombia
Dominican Republic
Haiti

Panama

Peru

Costa Rica
Cuba

El Salvador
Guatemala
Honduras
Mexico
Nicaragua
Venezuela

Votes by
Country

750
2,500
375
350

680

400
400
2,750

375

Votes by
Country

1,750
350
750
350
285

__400

1,750
750
350
270
255

500

300
750
275
300
275
1,150
2701
400

Total
Votes

4,655

3,925

Total
Votes

3,885

3,875

3,7201

47,7301

1 As of October 17, 1956, with the increase in quota for Nicaragua, Nicaragua
has a total of 325 votes. The total votes for Mr. Sol as of that date change to
3,775. The total votes for elected Executive Directors change to 47,785.
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Report No. 2

INCREASE IN QUOTA OF THE DOMINICAN REPUBLIC
September 22, 1956

Dear Mr. Chairman:

I am transmitting herewith on behalf of the Executive Board
a proposed resolution,* which is recommended for adoption by the
Board of Governors, on an increase in the quota of the Dominican
Republic.

Very truly yours,

/s/
Ivar Rooth
Managing Director
and
Chairman of the Executive Board

Chairman of the Board of Governors
Eleventh Annual Meeting
International Monetary Fund

Recommended for approval by the Procedures Committee (Re-
port No. 1, page 121) and approved at Session No. 1, September 24,
1956.

1Resolution No. 11-6, page 142.
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Report No. 3

AMENDMENTS TO THE RULES AND REGULATIONS

September 22, 1956

Dear Mr. Chairman:

In accordance with Section 16 of the By-Laws, the attached
amendments to the Rules and Regulations are submitted for re-
view by the Board of Governors.

On December 27, 1955, Rules I-2 and I-4(f) were amended to
extend until June 30, 1956, the then prevailing service charge on
transactions and charges on the Fund’s holdings of member cur-
rencies in excess of quotas.

On May 23, 1956, Rules I-2 and I-4(f) were further amended
by substituting “December 31, 1956” for “June 30, 1956.”

These Rules as last amended are set forth in Annex I. A
proposed Resolution for consideration by the Board of Governors
1s attached as Annex II.*

The Executive Directors have made no other changes in the
Rules and Regulations since the last Annual Meeting.

Very truly yours,
/s/
Ivar Rooth
Managing Director
and
Chairman of the Executive Board

Chairman of the Board of Governors
Eleventh Annual Meeting
International Monetary Fund

Recommended for approval by the Committee on Finance and
Organization (page 130) and approved at Session No. 5, Septem-
ber 27, 1956.

1Resolution No. 11-8, page 143.
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Annex 1

AMENDMENTS TO THE RULES AND REGULATIONS SINCE THE
TENTH ANNUAL MEETING

Rule I-2. Text as amended on May 23, 1956 (The part affected
by the amendment is shown in brackets.):

The service charge payable by a member buying the currency
of another member in exchange for its own currency shall be
paid at the time the transaction is consummated. The service
charge payable for such transactions taking place from De-
cember 1, 1951 through [December 31, 1955 (amended
December 27, 1955 to read June 30, 1956)] December 31,
1956, shall be ¥ of 1 per cent.

[Former text adopted September 25, 1946, amended Novem-
ber 19,1951, November 14, 1952, June 26, 1953, October 14,
1953, December 23, 1953, December 15, 1954, December 27,
1955 and May 23, 1956]

Rule I-4(f). Text as amended on May 23, 1956 (The part
affected by the amendment is shown in brackets.):

With respect to each segment of the holdings of a member’s
currency to the extent that it represents the acquisition of
that currency by the Fund from January 1, 1954 through
[December 31, 1955 (amended December 27, 1955 to read
June 30, 1956)] December 31, 1956:

(i) The charge to be levied on each segment to the extent
that it is within the first bracket of 50 per cent in excess
of the quota shall be nil for the first three months, 2
per cent per annum for the next fifteen months, and an
additional ¥ per cent per annum for each subsequent
six months.

(ii) The charge to be levied on each segment to the extent
that it is within the second bracket of more than 50
per cent and not more than 75 per cent in excess of
the quota shall be nil for the first three months, 2
per cent per annum for the next nine months, and an
additional ¥2 per cent per annum for each subsequent
six months.
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(iii) The charge to be levied on each segment to the extent
that it is within the third bracket of more than 75 per
cent and not more than 100 per cent in excess of the
quota shall be nil for the first three months, 2 per
cent per annum for the next three months, and an addi-
tional 2 per cent per annum for each subsequent six
months.

[Former text adopted December 23, 1953, amended Decem-
ber 15, 1954, December 27, 1955 and May 23, 1956}

Report No. 4
MEMBERSHIP FOR THE REPUBLIC OF THE SUDAN

September 22, 1956

Dear Mr. Chairman:

I am transmitting herewith on behalf of the Executive Board
a proposed resolution,® which is recommended for adoption by the
Board of Governors, on the admission of the Republic of the
Sudan to membership in the Fund.

Very truly yours,
/s/
Ivar Rooth
Managing Director
and
Chairman of the Executive Board

Chairman of the Board of Governors
Eleventh Annual Meeting
International Monetary Fund

Recommended for approval by the Committee on Finance and
Organization (page 130) and approved at Session No. 5, Septem-
ber 27, 1956.

1Resolution No. 11-9, page 144.
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Copyright
(¥ Clearance
N Center

COMMITTEE REPORTS
PROCEDURES COMMITTEE

Chairman............ Mexico
Vice-Chairman . ........... Iraq
Reporting Member .. .......... Denmark

Other Members: Australia, Bolivia, Burma, China, France,

Greece, India, the United Kingdom, and the
United States

Report No. 1

September 22, 1956
Sir:

The Procedures Committee,! at its first meeting at 4:30 p.m,,
on September 22, 1956, considered the matters of business which

had been proposed for the Eleventh Annual Meeting of the Boards
of Governors of the Fund and the Bank.

I have the honor to submit the following recommendations of
the Committee:

BUSINESS OF THE BOARD OF GOVERNORS OF THE FUND
A. Agenda

The Committee recommends:

1. That the agenda attached as Annex I be adopted.

2. That, after the adoption of the initial agenda, proposed
additions to the agenda be submitted in writing to the Pro-

cedures Committee, through the Chairman, for its recom-
mendations.

1The Procedures Committee reported also on the business proposed by
the Bank, all references to which, however, have been omitted here. The

numbering of the Annexes in this Report has been adjusted to take account
of this fact.
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B. Committee

The Committee recommends that a Committee on Finance
and Organization be established, as shown in Annex II, to
consider and report* on the items shown in Annex III.

C. Fund Discussions

The Committee recommends:

1. That there be a discussion of the business of the Fund
to consider views of the Governors on the policies and activ-
ities of the Fund.

2. That there be an informal discussion on the subject of
Recent Developments in Monetary Analysis, as shown in
Annex 1V.

D. Sixth Regular Election of Executive Directors

The Committee considered the Report of the Executive Di-
rectors of the Fund regarding the Sixth Regular Election of
Executive Directors of the Fund (Fund Document No. 6).?
The Committee recommends the adoption of the draft resolu-
tion relating to the Sixth Regular Election of Executive Direc-
tors of the Fund® and the proposed rules for the conduct of
that election* attached thereto.

E. Dominican Republic—Quota Adjustment

The Committee considered the report of the Executive Di-
rectors on the request of the Dominican Republic for an in-
crease in its quota (Fund Document No. 5).° In order that
the action may become effective before the conclusion of this
Annual Meeting, the Committee recommends that the Board
of Governors consider the matter at the opening session and
that the draft resolution® attached to the report be adopted.

1Page 130.
2Page 104.
3 Resolution No. 11-5, page 141.
4Page 107.
5Page 117.
8 Resolution No. 11-6, page 142.
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PROCEDURAL MATTERS OF JOINT CONCERN TO THE FUND
AND THE BANK

A. Order of Business

The Committee recommends that the provisional schedule
in Annex V be adopted, and that the Secretaries of the Fund
and the Bank, in consultation with the Chairman, may modify
it as necessary. It will be noted that the afternoon of Septem-
ber 24 is set aside for the Inaugural Meeting of the Board of
Governors of the International Finance Corporation.

B. Conduct of Meeting

The Committee recommends that the provisions relating to
the conduct of the Meeting, as contained in Annex VI, be
approved.

C. Procedural Items

This Committee will make a later report! to the Boards of
Governors on:

1. Place and Date of Twelfth Annual Meeting.?

2. Election of Officers® and Joint Procedures Committee for
1956-57.4

Approved:
/s/ /s/
ANTONIO CARRILLO FLORES SVEND NIELSEN
(Mexico) (Denmark)
Chairman Reporting Member

The Report was approved and Resolutions Nos. 11-5 and 11-6
were adopted at Session No. 1, September 24, 1956.

1Report No. 2, page 128.

2Resolution No. 11-10, page 147.

3Resolution No. 11-11, page 147.

4 Resolution No. 11-12, page 147.
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Annex 1

AGENDA

1. Eleventh Annual Report

. Financial Statements and Report on Audit
(Appendix IX of Eleventh Annual Report and Fund
Document No. 2)

. Administrative Budget
(Appendix VIII of Eleventh Annual Report)

. Changes in Rules and Regulations
(Fund Document No. 3)

. Sixth Regular Election of Executive Directors
(Fund Document No. 6)

. Republic of the Sudan—Application for Membership
(Fund Document No. 4)

. Dominican Republic—Quota Adjustment
(Fund Document No. 5)

8. Place and Date of Twelfth Annual Meeting

. Election of Officers and Procedures Committee for 1956-57

Annex 11

COMMITTEE ON FINANCE AND ORGANIZATION

Chairman.................... Norway
Vice-Chairman. ............... Paraguay
Reporting Member............. Japan

Other Members: Australia, Ceylon, Chile, China, Colombia,

Egypt, Ethiopia, France, Federal Republic of
Germany, Honduras, India, Israel, Luxembourg,
Pakistan, the United Kingdom, and the United
States
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Annex 111
COMMITTEE ON FINANCE AND ORGANIZATION
Terms of Reference!

Chapter VIII of the Eleventh Annual Report

Financial Statements and Report on Audit
(Appendix IX of Eleventh Annual Report and
Fund Document No. 2)

Administrative Budget
(Appendix VIII of Eleventh Annual Report)?

Changes in Rules and Regulations
(Fund Document No. 3)3

Republic of the Sudan—Application for Membership
(Fund Document No. 4)+*

Annex 1V

INFORMAL DIscUSSION®
Subject of Discussion

RECENT DEVELOPMENTS IN MONETARY ANALYSIS

Chairman: Ivar Rooth, Managing Director,

International Monetary Fund

Principal Speakers:

Dr. Paolo Baffi, Economic Adviser to Banca d’Italia

Dr. M. W. Holtrop, President of De Nederlandsche Bank
Mr. Ralph A. Young, Director of Research and Statistics,
Federal Reserve Board, Washington

listed here.
zation Document No. 2.

2 And Committee on Finance and Organization Document No. 1.

3Page 118.

4“Page 120.

5Held on Tuesday, September 25, 1956, at 3:30 p.m. The papers pre-
sented by the principal speakers and the background paper on Monetary
Analysis prepared by the Fund staff are reprinted in Staff Papers, Vol. V,

1The items on the agenda of the Committee are the same as those
The agenda was issued as Committee on Finance and Organi-
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Annex V

SCHEDULE
(As Revised)

SATURDAY, September 22
4:30 p. m.—Joint Procedures Committee

MONDAY, September 24

10:00 a. m.—Opening Address by Chairman
Opening Session (Joint)

11:30 a. m.—Fund Board: Annual Address—
Managing Director of Fund

12:30 p. m.—Fund Committee on Finance and Organization
3:30 p. m.—International Finance Corporation
Board of Governors—Inaugural Meeting
TUESDAY, September 25

10:00 a. m.—Bank Board: Annual Address—
President of Bank

11:00 a. m.—Bank Board: Annual Report Discussion
12:30 p. m.—Bank Committee on Finance and Organization
3:30 p. m.—Fund Board: Informal Discussion

WEDNESDAY, September 26
10:00 a. m.—Fund Board: Annual Report Discussion

3:30 p. m.—Fund Board: Annual Report Discussion
(Continued)

THURSDAY, September 27

10:00 a. m.—Bank Board: Informal Discussion

3:00 p. m.—Fund Board: Managing Director’s Comments
Committee Reports
Election of Executive Directors

4:30 p. m.—Bank Board: President’s Comments
Committee Reports
Election of Executive Directors
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ScuepuLE (Continued)

FRIDAY, September 28
9:30 a. m.—Joint Procedures Committee
11:00 a. m.—Joint Session—Report of Procedures Committee
Address by President of the

United States
Closing Session (Joint)

All Board sessions will be held in Sheraton Hall.

All Committee sessions will be held in the Burgundy Room.

Annex VI

ProvisiIONS RELATING TO THE CONDUCT OF THE MEETING

Attendance

1.

All Sessions of the Boards of Governors of the Fund and the
Bank, including Joint Sessions and the informal discussions,
shall be open to the press and invited guests, unless otherwise
decided. Committee meetings shall be closed.

Meetings of the Joint Procedures Committee shall be open
only to the Governor and Alternate Governor and one adviser
for each member country on the Committee.

Committee meetings, with the exception of Joint Procedures
Committee meetings, shall be open to Delegations who are
not Committee members.

Accredited observers may attend all Sessions of the Boards of
Governors and their Committees, other than the Joint Pro-
cedures Committee, unless decided otherwise. Observers wish-
ing to speak at a meeting are requested to consult the Secre-
taries in advance.

Sessions of the Boards of Governors and Committee meetings
shall be open to such members of the Joint Secretariat and
the technical staffs as may be necessary.
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Public Information

6. The Chairman of the Boards of Governors, the Managing
Director of the Fund and the President of the Bank are au-
thorized to communicate to the press such information con-
cerning the proceedings of the Eleventh Annual Meeting as
they deem suitable. Copies of such communications shall be
available to any Governor on his request.

Records

7. The Secretaries of the Fund and the Bank are authorized to
prepare verbatim transcripts of the proceedings of Sessions
of the Boards of Governors and their Committees, and of in-
formal discussions. The transcripts of Committee proceedings,
and any summary records thereof, will be confidential and
available only to the Chairman, the Managing Director of the
Fund and the President of the Bank, unless otherwise decided.

8. Reports of Committees shall be signed by the Committee
Chairman and the Reporting Member.

Report No. 2
September 28, 1956
Sir:
I have the honor to submit the Report of the Procedures Com-
mittee on its second meeting which was held this morning.

1. Place and Date of Twelfth Annual Meeting

The Committee recommends that the Twelfth Annual Meeting
be convened in Washington, preferably in the second half of Sep-
tember 19571

The Governor for India invited the Boards of Governors to
hold the Thirteenth Annual Meeting in New Delhi in 1958. The
Governor for the United States proposed that the Boards of Gov-

1Resolution No. 11-10, page 147.
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ernors thank the Governor for India for his kind invitation but
defer further consideration, and decision, concerning the place for
holding the Thirteenth Annual Meeting, until the Twelfth Annual
Meeting. The Governor for the United Kingdom supported this
proposal, and the Committee so recommends.

II. Officers

The Committee recommends that the Governor for the Philip-
pines be elected Chairman and the Governors for China, France,
India, the United Kingdom and the United States be elected Vice-
Chairmen of the respective Boards, to hold office until the elec-
tion of officers at the close of the next Annual Meeting.

IIL. Joint Procedures Committee

The Committee recommends that a Procedures Committee be
established to be available after the termination of this Meeting,
and until the selection of a new Procedures Committee at the
next Annual Meeting, for consultation at the discretion of the
Chairman, normally by correspondence, and also if occasion re-
quires by convening immediately before the Annual Meeting of
the Boards. The Committee further recommends that the Pro-
cedures Committee shall consist of the Governors for the Philip-
pines, Chairman; Panama, Vice-Chairman; Austria, Reporting
Member; and China, Ecuador, Finland, France, India, Syria, the
Union of South Africa, the United Kingdom and the United States.?

Approved:
/s/ /s/
ANTONIO CARRILLO FLORES SVEND NIELSEN
(Mezxico) (Denmark)
Chairman Reporting Member

The Report was approved and the Resolutions adopted by the
Boards of Governors at Session No. 6, September 28, 1956.

1Resolution No. 11-11, page 147.
2Resolution No. 11-12, page 147.
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COMMITTEE ON FINANCE AND ORGANIZATION

Chairman.................. Norway
Vice-Chairman.............. Paraguay
Reporting Member........... Japan

Other Members: Australia, Ceylon, Chile, China, Colombia,
Egypt, Ethiopia, France, Federal Republic of
Germany, Honduras, India, Israel, Luxembourg,
Pakistan, the United Kingdom, and the United
States

REPORT TO THE BOARD OF GOVERNORS OF THE FUND
September 26, 1956

Mr. Chairman:

I have the honor to report that the Committee on Finance and
Organization met at 12:30 p.m. on Monday, September 24, 1956,
under the Chairmanship of the Governor for Norway, to consider
the five items on the agenda' referred to it. On behalf of the
Committee, 1 submit the following Report and recommendations
with respect to each of these items.

Chapter VIII of the Eleventh Annual Report

The Committee had no comments on Chapter VIII of the An-
nual Report dealing with matters of membership, organization,
and administration.

Financial Statements, Report on Audit, and Administrative Budget

The Committee considered the Report on Audit for the Fiscal
Year ended April 30, 1956, the Financial Statements contained
therein (Fund Document No. 2 and Appendix IX of the Eleventh
Annual Report), and the Administrative Budget for the Fiscal
Year ending April 30, 1957 (Appendix VIII of the Annual Re-
port).

The Managing Director stated that during the last fiscal year
several senior staff vacancies had been filled by promotions from

1 Committee Terms of Reference, page 125.
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within and that the nationality distribution of the staff had been
further extended. The staff now included nationals of 46 countries.
Because of repurchases and the limited number of new drawings,
the Fund’s income had been less than in the previous year. It was
expected that with the supplemental income derived from the in-
vestment of a limited portion of the Fund’s gold in United States
Treasury bills and the other income of the Fund there should be
no operating deficit in the current fiscal year. He also noted that
the Fund had begun to erect its headquarters building on a site
adjacent to 1818 H Street.

The Governors for the United States and the United Kingdom
commended the management on the efficient administration of the
Fund during the past year.

In the name of the Committee, I have the honor to recommend
to the Board of Governors the adoption of the draft resolution
on the Financial Statements, Report on Audit, and Budget
attached hereto as Annex 1.}

Rules and Regulations

The Committee also reviewed the amendments to Rules I-2
and I-4(f) of the Rules and Regulations as submitted by the
Executive Directors (Fund Document No. 3).2

In the name of the Committee, I have the honor to recommend
the adoption by the Board of Governors of the draft resolution
attached hereto as Annex II* notifying the Executive Directors
that it has reviewed the amendments and has no changes to sug-
gest.

Membership for the Republic of the Sudan

Finally, the Committee considered the recommendations of the
Executive Directors regarding the application of the Government
of the Republic of the Sudan for membership in the Fund (Fund

i Resolution No. 11-7, page 143.
2Page 118.
3Resolution No. 11-8, page 143.
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Document No. 4).* The Governors for Pakistan, the United
Kingdom and the United States welcomed the application of the
Republic of the Sudan and supported its membership in the Fund.
The Committee agreed to recommend to the Board of Governors
that the Republic of the Sudan be admitted to membership in the
Fund under the terms and conditions recommended by the Exec-
utive Directors.

On behalf of the Committee, I submit the draft resolution set
forth in Annex III* of this Report for adoption by the Board of
Governors.

Approved:
/s/ /s/
ERIK Broross Hisato IcHIMADA
.(Norway) (Japan)
Chairman Reporting Member

The Report was approved and the draft resolutions adopted by
the Board of Governors at Session No. 5, September 27, 1956.

1Page 120.
2Resolution No. 11-9, page 144.
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RESOLUTIONS

Resolution No. 11-1
Membership for the Republic of Viet-Nam

Under date of December 21, 1955, the Government of the
Republic of Viet~Nam applied for membership in the Fund. The
Executive Board resolved on May 23, 1956, that action on the
application should not be postponed until the next regular meeting
of the Board of Governors.

In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on May 28, 1956, for
a vote without meeting:

WHEREAS, the Government of the Republic of Viet-Nam on
December 21, 1955 applied for admission to membership in the
International Monetary Fund in accordance with Section 2 of
Article II of the Articles of Agreement of the Fund; and

WHEREAS, pursuant to Section 21 of the By-Laws of the
Fund, the Executive Directors have consulted with representatives
of that Government and have agreed upon the terms and condi-
tions which, in the opinion of the Executive Directors, the Board
of Governors may wish to prescribe for admitting the Republic
of Viet-Nam to membership in the Fund;

NOW, THEREFORE, the Board of Governors, having con-
sidered the recommendations of the Executive Directors, hereby
resolves that the terms and conditions upon which the Republic
of Viet-Nam shall be admitted to membership in the Fund shall
be as follows:

1. Definitions: As used in this Resolution:
(a) The term “Fund” means International Monetary Fund.

(b) The term “Articles” means the Articles of Agreement
of the International Monetary Fund.

(¢) The term “dollars” or “$” means United States dollars
of the weight and fineness in effect on July 1, 1944,
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Quota: The quota of the Republic of Viet-Nam shall be
$12,500,000.

. Subscription: The subscription of the Republic of Viet-Nam
shall be equal to its quota, and not less than 25 per cent of
the subscription shall be paid in gold and the balance in the
currency of the Republic of Viet-Nam.

. Payment of Subscription: The portion of the subscription
to be paid in gold shall be paid not later than the day the
Articles are signed on behalf of the Republic of Viet-Nam.
In case the Republic of Viet-Nam does not acquire
membership in the Fund the gold so paid shall be returned
to it by the Fund. The remaining part of the subscription
which has not been paid in gold shall be paid before the
thirtieth day after the initial par value of the currency of
the Republic of Viet-Nam has been agreed in accordance
with paragraph 5 below.

. Determination of Par Value: Within 30 days after the Fund
so requests, the Republic of Viet-Nam shall communicate to
the Fund a proposed par value for its currency, and within
60 days following the Fund’s receipt of the proposed par
value, the Republic of Viet-Nam and the Fund shall agree
on an initial par value for the currency; provided that the
Fund may extend the period of 60 days and that the Re-
public of Viet-Nam shall be deemed to have withdrawn from
the Fund if agreement on a par value has not been reached
when the extended period expires. In the period between
accepting membership and the establishment of an initial par
value pursuant to this paragraph, the Republic of Viet-Nam
shall not change its exchange rates prevailing at the time
of accepting membership without agreement with the Fund
after prior consultation.

. Exchange Transactions with the Fund: The Republic of
Viet-Nam may not engage in exchange transactions with
the Fund before the thirtieth day after the par value of its
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currency has been agreed in accordance with paragraph 5
above and its subscription has been fully paid.

. Representation and Information: Before accepting member-

ship in the Fund, the Republic of Viet-Nam shall represent
to the Fund that it has taken all action necessary to sign
and deposit the Instrument of Acceptance and sign the
Articles, as contemplated by paragraph 8(a) and (b) of
this Resolution, and the Republic of Viet-Nam shall furnish
to the Fund such information in respect of such action as
the Fund may request.

. Acceptance of Membership: After the Fund shall have in-
formed the Goverment of the United States of America that
the Republic of Viet-Nam has complied with the conditions
set forth in paragraph 7 of this Resolution, the Republic of
Viet-Nam shall become a member of the Fund as of the
date when the Republic of Viet-Nam shall have complied
with the following requirements:

(a) The Republic of Viet-Nam shall deposit with the Gov-
ernment of the United States of America an instrument
stating that it has accepted in accordance with its law
the Articles and all the terms and conditions prescribed
in this Resolution, and that it has taken all steps neces-
sary to enable it to carry out all its obligations under
the Articles and this Resolution; and

(b) The Republic of Viet-Nam shall sign the original copy

of the Articles held in the Archives of the Government
of the United States of America.

. Limitation on Period for Acceptance of Membership: The

Republic of Viet-Nam may accept membership in the Fund
pursuant to this Resolution until December 31, 1956; pro-
vided, however, that, if extraordinary circumstances are
deemed by the Executive Directors to warrant an extension
of the period during which the applicant may accept mem-
bership pursuant to this Resolution, the Executive Directors
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may extend such period until such later date as they may
determine.

The Board of Governors adopted the foregoing Resolution,
effective June 25, 1956.

The Articles of Agreement were signed by His Excellency Tran
Van Chuong, Ambassador of the Republic of Viet-Nam to the
United States of America, on behalf of the Government of the
Republic of Viet-Nam on September 21, 1956.

Resolution No. 11-2
Increase in Quota for Ecuador

On April 27, 1956, the Fund received from the Government of
Ecuador a request for an increase in its quota in the Fund from
35 million up to $15 million. The Executive Board resolved on
June 11, 1956, that action on the request should not be postponed
until the next regular meeting of the Board of Governors.

In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on June 18, 1956, for
a vote without meeting:

RESOLVED:

That the quota of Ecuador shall be changed to $10 million,
provided that Ecuador consents to the change on or before Septem-
ber 14, 1956. Not less than 25 per cent of the increase shall be
paid in gold and the balance in the currency of Ecuador. The
change shall become effective on the date the Fund receives
notice in writing that Ecuador consents to the change but not
sooner than the date of this Resolution. Such written consent shall
be signed by a competent official whose authority and signature
are duly authenticated.
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The increase in the quota of Ecuador was approved by the
Board of Governors on July 16, 1956. The written notice that
Ecuador consented to the increase was received by the Fund on
August 8, 1956, at which date the new quota became effective.

Resolution No. 11-3

Membership for the Argentine Republic

Under date of May 15, 1956, the Government of the Argentine
Republic applied for membership in the Fund. The Executive
Board resolved on July 2, 1956, that action on the application
should not be postponed until the next regular meeting of the
Board of Governors.

In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on July 11, 1956, for
a vote without meeting:

WHEREAS, the Government of the Argentine Republic on
May 15, 1956, applied for admission to membership in the Inter-
national Monetary Fund in accordance with Section 2 of Article II
of the Articles of Agreement of the Fund; and

WHEREAS, pursuant to Section 21 of the By-Laws of the
Fund, the Executive Directors have consulted with representatives
of that Government and have agreed upon the terms and condi-
tions which, in the opinion of the Executive Directors, the Board
of Governors may wish to prescribe for admitting the Argentine
Republic to membership in the Fund;

NOW, THEREFORE, the Board of Governors, having con-
sidered the recommendations of the Executive Directors, hereby
resolves that the terms and conditions upon which the Argentine
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Republic shall be admitted to membership in the Fund shall be as
follows:

1.

Definitions: As used in this Resolution:
(a) The term “Fund” means International Monetary Fund.

(b) The term “Articles” means the Articles of Agreement
of the International Monetary Fund.

(c) The term “dollars” or “$” means United States dollars
of the weight and fineness in effect on July 1, 1944.

Quota: The quota of the Argentine Republic shall be
$150,000,000.

Subscription: The subscription of the Argentine Republic
shall be equal to its quota, and not less than 25 per cent of
the subscription shall be paid in gold and the balance in
the currency of the Argentine Republic.

Payment of Subscription: The portion of the subscription
to be paid in gold shall be paid not later than the day the
Articles are signed on behalf of the Argentine Republic.
In case the Argentine Republic does not acquire member-
ship in the Fund the gold so paid shall be returned to it
by the Fund. The remaining part of the subscription which
has not been paid in gold shall be paid before the thirtieth
day after the initial par value of the currency of the Argen-
tine Republic has been agreed in accordance with para-
graph 5 below.

Determination of Par Value: Within 30 days after the Fund
so requests, the Argentine Republic shall communicate to
the Fund a proposed par value for its currency, and within
60 days following the Fund’s receipt of the proposed par
value, the Argentine Republic and the Fund shall agree on
an initial par value for the currency; provided that the Fund
may extend the period of 60 days and that the Argentine
Republic shall be deemed to have withdrawn from the Fund
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if agreement on a par value has not been reached when the
extended period expires. In the period between accepting
membership and the establishment of an initial par value
pursuant to this paragraph, the Argentine Republic shall not
change its exchange rates prevailing at the time of accepting
membership without agreement with the Fund after prior
consultation.

Exchange Transactions with the Fund: The Argentine Re-
public may not engage in exchange transactions with the
Fund before the thirtieth day after the par value of its cur-
rency has been agreed in accordance with paragraph S above
and its subscription has been fully paid.

. Representation and Information: Before accepting member-
ship in the Fund, the Argentine Republic shall represent to
the Fund that it has taken all action necessary to sign and
deposit the Instrument of Acceptance and sign the Articles,
as contemplated by paragraph 8(a) and (b) of this Resolu-
tion, and the Argentine Republic shall furnish to the Fund
such information in respect of such action as the Fund may
request.

Acceptance of Membership: After the Fund shall have in-
formed the Government of the United States of America that
the Argentine Republic has complied with the conditions
set forth in paragraph 7 of this Resolution, the Argentine
Republic shall become a member of the Fund as of the
date when the Argentine Republic shall have complied with
the following requirements:

(a) The Argentine Republic shall deposit with the Govern-
ment of the United States of America an instrument
stating that it has accepted in accordance with its law
the Articles and all the terms and conditions prescribed
in this Resolution, and that it has taken all steps neces-
sary to enable it to carry out all its obligations under
the Articles and this Resolution; and
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(b) The Argentine Republic shall sign the original copy
of the Articles held in the Archives of the Government
of the United States of America.

9. Limitation on Period for Acceptance of Membership: The
Argentine Republic may accept membership in the Fund
pursuant to this Resolution until February 15, 1957; pro-
vided, however, that, if extraordinary circumstances are
deemed by the Executive Directors to warrant an extension
of the period during which the applicant may accept mem-
bership pursuant to this Resolution, the Executive Directors
may extend such period until such later date as they may
determine.

The Board of Governors adopted the foregoing Resolution,
effective August 8, 1956.

The Articles of Agreement were signed by His Excellency
Adolfo A. Vicchi, Ambassador of the Argentine Republic to the
United States of America, on behalf of the Government of the
Argentine Republic on September 20, 1956.

Resolution Neo. 11-4

Increase in Quota for Nicaragua

On June 11, 1956, the Fund received from the Government of
Nicaragua a request for an increase in its quota in the Fund from
32 million to $8 million. The Executive Board resolved on July 18,
1956, that action on the request should not be postponed until
the next regular meeting of the Board of Governors.

In accordance with Section 13 of the By-Laws, the following
Resolution was submitted to the Governors on July 24, 1956, for
a vote without meeting:
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RESOLVED:

That the quota of Nicaragua shall be changed to $7.5 million,
provided that Nicaragua consents to the change on or before Oc-
tober 22, 1956. Not less than 25 per cent of the increase shall
be paid in gold and the balance in the currency of Nicaragua.
The change shall become effective on the date the Fund receives
notice in writing that Nicaragua consents to the change but not
sooner than the date of this Resolution. Such written consent shall
be signed by a competent official whose authority and signature are
duly authenticated.

The increase in the quota of Nicaragua was approved by the
Board of Governors on August 21, 1956, and the new quota of
37.5 million became effective on October 17, 1956, the date on
which the consent of the Government of Nicaragua was received
by the Fund.

Resolution No. 11-5

Sixth Regular Election of Executive Directors®

RESOLVED:

1. That the Report of the Executive Directors of the Fund,
dated September 22, 1956, regarding the Sixth Regular Election of
Executive Directors? is hereby approved.

2. That the proposed Rules for the Conduct of the Sixth
Regular Election of Executive Directors, attached as Appendix 113
to said Report of the Executive Directors, are hereby adopted
as the Rules for the Conduct of the Election.

1Recommended by the Procedures Committee (Report No. 1, page 121)
and adopted by the Board of Governors at Session No. 1, September 24,
1956. The election was held at Session No. 5, September 27, 1956. The
names of the elected Executive Directors appear on page 115.

2Page 104.

8Page 107.
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3. That the Seventh Regular Election of Executive Directors
shall take place at the Annual Meeting of the Board of Governors
in 1958.

Resolution No. 11-6

Increase in Quota for the Dominican Republic?

RESOLVED:

That the quota of the Dominican Republic shall be changed
to US$10 million, provided that the Dominican Republic consents
to the change on or before November 27, 1956. Not less than 25
per cent of the increase shall be paid in gold and the balance in
the currency of the Dominican Republic. The change shall be-
come effective at the time the Fund receives notice in writing that
the Dominican Republic consents to the change but not sooner
than the adoption of this Resolution. Such written consent shall
be signed by a competent official whose authority and signature
are duly authenticated.

The new quota of 310 million became effective on Septem-
ber 25, 1956, the date on which the consent of the Government of
the Dominican Republic was received by the Fund.

1Recommended by the Procedures Committee (Report No. 1, page 121)
and adopted by the Board of Governors at Session No. 1, September 24,
1956. The recommendations of the Executive Board may be found on
page 117.
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Resolution Ne. 11-7

Financial Statements, Report on Audit and
Administrative Budget!

RESOLVED:

That the Board of Governors of the Fund considers the Report
on Audit for the Fiscal Year ended April 30, 1956, the Financial
Statements contained therein,? and the Administrative Budget for
the Fiscal Year ending April 30, 19572 as fulfilling the require-
ments of Article XII, Section 7, of the Articles of Agreement and
Section 20 of the By-Laws.

Resolution No. 11-8
Amendments to Rules and Regulations!

RESOLVED:

That the Board of Governors of the Fund hereby notifies the
Executive Directors that it has reviewed the amendments to

Rules I-2 and I-4(f) of the Rules and Regulations* adopted by the

Executive Board since the Tenth Annual Meeting and has no
changes to suggest.

1 Recommended by the Committee on Finance and Organization (page 130)
and adopted by the Board of Governors at Session No. 5, September 27, 1956.

?Fund Document No. 2 and Appendix IX of the Eleventh Annual
Report.

3 Appendix VIII (ii) of the Eleventh Annual Report and Committee on
Finance and Organization Document No. 1.

“Page 118.
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Resolution No. 11-9

Membership for the Republic of the Sudan*

WHEREAS, the Government of the Republic of the Sudan on
June 20, 1956, applied for admission to membership in the Inter-
national Monetary Fund in accordance with Section 2 of Article II
of the Articles of Agreement of the Fund; and

WHEREAS, pursuant to Section 21 of the By-Laws of the
Fund, the Executive Directors have consulted with representatives
of that Government and have agreed upon the terms and condi-
tions which, in the opinion of the Executive Directors, the Board
of Governors may wish to prescribe for admitting the Republic
of the Sudan to membership in the Fund;

NOW, THEREFORE, the Board of Governors, having con-
sidered the recommendations of the Executive Directors,? hereby
resolves that the terms and conditions upon which the Republic
of the Sudan shall be admitted to membership in the Fund shall
be as follows:

1. Definitions: As used in this Resolution:

(a) The term “Fund” means International Monetary Fund.

(b) The term “Articles” means the Articles of Agreement
of the International Monetary Fund.

(c) The term “dollars” or “$” means United States dollars
of the weight and fineness in effect on July 1, 1944,

2. Quota: The quota of the Republic of the Sudan shall be
$10,000,000.

1Recommended by the Committee on Finance and Organization (page 130)
and adopted by the Board of Governors at Session No. 5, September 27, 1956.

2Page 120.
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3. Subscription: The subscription of the Republic of the Sudan
shall be equal to its quota, and not less than 3.5 per cent
of the subscription shall be paid in gold and the balance in
the currency of the Republic of the Sudan.

4. Payment of Subscription: The portion of the subscription
to be paid in gold shall be paid not later than the day the
Articles are signed on behalf of the Republic of the Sudan.
In case the Republic of the Sudan does not acquire member-
ship in the Fund the gold so paid shall be returned to it
by the Fund. The remaining part of the subscription which
has not been paid in gold shall be paid before the thirtieth
day after the initial par value of the currency of the Re-
public of the Sudan has been agreed in accordance with
paragraph 5 below.

5. Determination of Par Value: Within 30 days after the Fund
so requests, the Republic of the Sudan shall communicate
to the Fund a proposed par value for its currency, and
within 60 days following the Fund’s receipt of the proposed
par value, the Republic of the Sudan and the Fund shall
agree on an initial par value for the currency; provided that
the Fund may extend the period of 60 days and that the
Republic of the Sudan shall be deemed to have withdrawn
from the Fund if agreement on a par value has not been
reached when the extended period expires. In the period
between accepting membership and the establishment of an
initial par value pursuant to this paragraph, the Republic
of the Sudan shall not change its exchange rates prevailing
at the time of accepting membership without agreement with
the Fund after prior consultation.

6. Exchange Transactions with the Fund: The Republic of the
Sudan may not engage in exchange transactions with the
Fund before the thirtieth day after the par value of its cur-
rency has been agreed in accordance with paragraph 5
above and its subscription has been fully paid.
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7. Representation and Information: Before accepting member-
ship in the Fund, the Republic of the Sudan shall represent
to the Fund that it has taken all action necessary to sign
and deposit the Instrument of Acceptance and sign the
Articles, as contemplated by paragraph 8(a) and (b) of
this Resolution, and the Republic of the Sudan shall furnish
to the Fund such information in respect of such action as
the Fund may request.

8. Acceptance of Membership: After the Fund shall have in-
formed the Government of the United States of America
that the Republic of the Sudan has complied with the con-
ditions set forth in paragraph 7 of this Resolution, the
Republic of the Sudan shall become a member of the Fund
as of the date when the Republic of the Sudan shall have
complied with the following requirements:

(a) The Republic of the Sudan shall deposit with the Gov-
ernment of the United States of America an instrument
stating that it has accepted in accordance with its law
the Articles and all the terms and conditions pre-
scribed in this Resolution, and that it has taken all
steps necessary to enable it to carry out all its obliga-
tions under the Articles and this Resolution; and

(b) The Republic of the Sudan shall sign the original copy
of the Articles held in the Archives of the Govern-
ment of the United States of America.

9. Limitation on Period for Acceptance of Membership: The
Republic of the Sudan may accept membership in the Fund
pursuant to this Resolution until March 31, 1957; pro-
vided, however, that, if extraordinary circumstances are
deemed by the Executive Directors to warrant an extension
of the period during which the applicant may accept mem-
bership pursuant to this Resolution, the Executive Directors
may extend such period until such later date as they may
determine.
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Resolution No, 11-10
Place and Date of Twelfth Annual Meeting?

RESOLVED:

That the Chairman shall convene the Twelfth Annual Meeting
of the Board of Governors of the International Monetary Fund in
Washington, D. C., preferably in the second half of Septem-
ber 1957.

Resolution No. 11-11

Officers of Board of Governors?!

RESOLVED:

That the Governor for the Philippines is hereby elected Chair-
man and the Governors for China, France, India, the United King-
dom, and the United States are hereby elected Vice-Chairmen of
the Board of Governors of the International Monetary Fund to
hold their respective offices until the election of officers of the
International Monetary Fund takes place at the close of the next
Annual Meeting.

Resolution No. 11-12

Composition of Procedures Committee?

RESOLVED:

That a Procedures Committee be hereby established, to be avail-
able after the termination of this Meeting and until the selection

1 Recommended by the Procedures Committee (Report No. 2, page 128)
and adopted by the Board of Governors at Session No. 6, September 28, 1956.
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of officers of the International Monetary Fund takes place at the
next Annual Meeting, for consultation at the discretion of the
Chairman normally by correspondence and also if occasion re-
quires by convening immediately before the Annual Meeting of the
Board. The Procedures Committee shall consist of the Governors
for the following members:

Austria, China, Ecuador, Finland, France, India, Panama,
the Philippines, Syria, the Union of South Africa, the United
Kingdom, and the United States.

The Chairman, Vice-Chairman and Reporting Member shall
be the Governors for the Philippines, Panama and Austria, re-
spectively.
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SELECTED ADDRESSES DELIVERED DURING THE
OPENING JOINT SESSION'

Address by the Governor for the United States
George M. Humphrey

Washington is a long way from the romantic scenes along the
Bosporus and the Golden Horn, where last we met. It is hard
for us here to rival the scenery and the warm hospitality which
we all enjoyed there, but I again welcome you most cordially to
Washington. I hope you will all have a pleasant visit. We look
forward to participating with you in these meetings and to the
opportunity of meeting to discuss our mutual problems with you
personally.

At this opening meeting we should like to express our apprecia-
tion of the work of the International Monetary Fund and of the
International Bank during the past year. And we are pleased to
welcome Argentina and Viet-Nam as new members.

The Fund has continued its valuable work with its member
countries in quietly and effectively reviewing with them their
monetary and financial policies and working with them to remove
unnecessary governmental restrictions. It has provided valuable
technical advice and assistance, as well as temporary financial aid
where that was required.

The Bank has recorded another outstanding year of constructive
help to its members in financing economic development and in
encouraging the participation of private capital in its activities.
We join with others in welcoming the establishment of the Inter-
national Finance Corporation, which, we believe, is a very hope-
ful experiment in getting private investors to join as partners in
providing an enlarged flow of venture capital to private enter-
prises in the member countries.

We congratulate Mr. Rooth, Mr. Black, and Mr. Garner for
their leadership and we particularly would like to express to
Mr. Rooth, who is ending his term as Managing Director, our
warm appreciation for his devoted and distinguished service to the
Fund and our very best wishes to him for the future.

1 Session No. 1, September 24, 1956.
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The basic problems which confront us in most of our coun-
tries are the economic and financial problems arising—happily—
out of high prosperity in a world at peace. It might seem sur-
prising that peace and prosperity should cause trouble for Finance
Ministers and Central Bank Governors. These present troubles
of ours are much more bearable than those of depression or war.
They are, nevertheless, very real. These problems arise from the
insistent and conflicting demands on available resources in each
country. The question, in a few words, is how to finance both
needed defense and high prosperity without inflation.

It is our task to balance the demands for defense, high con-
sumption, and for further economic development against available
resources. We have to steer as best we can the difficult and often
unmarked channel between the whirlpool of inflation and the rocks
of deflation.

We who are gathered here—Ministers of Finance and Central
Bank Governors—have a very special responsibility to the people
of our countries. We are the trustees of the value of our people’s
work and skill, which is to say, the value of their money. We
are responsible for the value of their wages and salaries, their
savings accounts, their pensions and insurance policies, and the
other investments they make to provide for the future. This is
a sobering responsibility and trusteeship. The average citizen
cannot defend himself against the terrible hardships of inflation.

Inflation brings with it grave social injustices and instability.
It destroys not only the value of savings but also confidence,
security, and social values. Inflation is the cruelest form of theft
—a theft with greatest harm to those least able to protect them-
selves. Inflation results in the destruction of the value of money.
It is attractive only to those unwise politicians and others who are
willing to sacrifice long-term good for unreal but falsely apparent
immediate gain.

We here have a special trusteeship, additionally, because in-
flation destroys the incentive to save and to invest funds. Without
such saving and investment in productive enterprise, we cannot
have the growing and dynamic economies from which can come
more and better jobs and higher standards of living for our grow-
ing populations.

It is far too little realized what an important contribution good
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money—money which people can trust—makes to the soundness of
a nation. Confidence in the value of money is one of the greatest
spurs to economic progress because it is an incentive to save, and
it is our people’s savings over the years—large and small savings
alike—which have built up our countries.

This is the trusteeship which we have—to avoid inflation. In
this, we are the trustees of the people and the future of our
countries. We are the trustees for continued growth and continued
peace and prosperity of our people.

We in the United States responsible for the Government’s
financial and economic policies have tried to continue to discharge
wisely this trusteeship and this responsibility. We have brought
the budget into balance. We have freed the economy from arti-
ficial restraints and allowed monetary policy to operate for the
public good. We can fairly report that, although we are not free
from problems, we have had substantial success. Employment is
at the highest level in our history. National production is es-
tablishing new records. The cost of living has moved within a
very narrow range. Confidence is high and savings are growing.
This job of nourishing a dynamic U.S. economy, while also main-
taining the U.S. dollar as a strong and reliable currency in the
world, must be carried forward. This is not only a duty to our-
selves; it is an important contribution to all of you, our friends
from abroad.

Many of you have similar problems. We have been pleased
to see so many of the free world economies grow and strengthen
during the past year. It is our hope and belief that the inter-
change of views in these meetings will give us all greater courage
and inspiration in our essential tasks and that the Fund and the
Bank will continue to render effective aid at many key points.

ADDRESS BY THE GOVERNOR FOR IRAN
Ali Asghar Nasser

It gives me great pleasure indeed to visit once again the beautiful
and hospitable city of Washington, to find an opportunity to
renew old acquaintances, and to see so many old friends at the
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World Bank and the International Monetary Fund, as well as
other colleagues from the banking centers of the world. 1 am also
deeply grateful for the hospitality and the warm reception ac-
corded us by the city authorities.

May 1 avail myself of this opportunity to express my apprecia-
tion of the ever-increasing success of the Bank and the Fund and
to congratulate Mr. Eugene Black and Mr. Ivar Rooth for their
admirable organizing ability and foresight which have brought
these two institutions to the forefront of international financial
organizations.

The valuable lead given by the Fund has indeed paved the
way toward the essential aims which are convertibility and freedom
of trade. 1 am very glad to state that Iran has taken long strides
toward obtaining that goal by following the Fund’s precepts and
establishing a single rate of exchange for various transactions.

We have not only abolished the system of categories for imports,
thus bringing all imports under a unified rate of exchange, but
have succeeded in extending it to all noncommercial payments as
well. As a result, the multiple rates system which was previously
in force in Iran has been eliminated.

Greater facilities and more extensive freedom are also pro-
vided for our foreign trade, and the physical limitations on im-
ports have largely been removed.

Following the recommendations of the Fund, my country is
studying the possibility of doing away with bilateral and clearing
agreements insofar as such an action could be deemed compatible
with the economic exigencies of the country and would not impede
the flow of certain essential commodities from economically ap-
propriate sources.

The Iranian Government and the central bank are also studying
the possibility of revising old laws concerning exchange transac-
tions and of adopting a less restricted policy in line with the
present economic conditions.

I wish to put on record our thanks to the Fund for placing
at our disposal facilities, including stand-by credits, which we
might require for the successful pursuit of these liberalizing
policies.
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ADDRESS BY THE GOVERNOR FOR PAKISTAN

Syed Amjad Ali*

May I express my happiness in seeing you chairing this very
important and distinguished gathering of leaders in the field of
banking and finance. I missed the Istanbul Meeting and, there-
fore, was not present to offer my congratulations to you at your
election to this high office. I may, however, say that the good
wishes of your friends all over the world were with you because
they knew of your great merit and were sure of your ability as an
excellent Chairman.

1 had the privilege of making my debut to the Annual Meetings
in Paris in 1950. Much water has flowed, and continues to flow,
over and under many an international bridge. Turbulent, murky,
muddy, and clear has been the cycle of the streams of international
politics. The bridges have held, though some of the embankments
have eroded and the foundations shaken. So, the world has been
able to prevent war though it has not succeeded in winning the
peace—an achievement not perfect, yet not to be belittled either.

In the field of economics, the record is somewhat better. The
International Monetary Fund has been able to secure international
cooperation in the field of exchange stability. The International
Bank has not only helped in reconstructing the war-shattered
economies but spearheaded economic development of the lesser
developed areas. The over-all effect has been impressive in the
highly developed countries but not so inspiring in the underdevel-
oped. There, the increase in real incomes has been very low;
economic disparities between nations tend to grow wider. Not
only the flow of international capital on which so essentially de-
pends a high level of economic activity has been very inadequate,
but certain disequilibrating factors, such as fluctuations in com-
modity prices and adverse terms of trade, appear persistently to
neutralize the effect of productive investments. These are some
of the questions which require increasing attention for the achieve-
ment of more stable conditions.

1Syed Amjad Ali is Governor of the International Bank for Recon-
struction and Development for Pakistan.
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The Fund, with its large and liquid resources, could possibly
follow a more flexible policy in making medium-term loans avail-
able to member countries in order to enable them to cushion more
effectively the adverse effects of fluctuations in export earnings
as also for meeting the inflationary strains of larger investments.
In a more technical field, the Fund might also consider whether
it could not function as a clearing house for international exchange
settlements. The International Bank, with its expanded resources,
reorganization of its able management, establishment of the In-
ternational Finance Corporation, its wide and useful experience
in the problems of the member countries, can play a more dynamic
role in accelerating the development and thus arresting the trends
I have mentioned earlier.

To my mind, the most important development in the past few
years has been the emergence of the concept of the sharing of
prosperity. This great country—our host, the United States—has
been in the vanguard of this sublime thinking. It has acted with
great generosity. It is stimulating the minds of the great and
the humble, the giants and the dwarfs to realize this wonderful
concept. With the rapid advance of science and technology, the
horizons are shifting and the firm lines are receding, offering an
opportunity to the big to become bigger in sharing their prosperity
as partners with hundreds of millions who are still backward and
poor.

ADDRESS BY THE GOVERNOR FOR BRAZIL!
Jose Maria Alkmim

Some of my colleagues on the Boards have been Governors
of the Fund and the Bank for many years, in a few instances
going back to the First Meeting of the Boards in 1946. It would
be presumptuous of me, a newcomer, to speak with authority of
the complex problems that confront the Fund and the Bank and
their member countries in all parts of the world. On the other
hand, I think that what I have to say regarding the problems of
Brazil and their relation to the Fund will be of some interest to
other countries.

t Delivered in Portuguese.
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Brazil has been doing business with the International Monetary
Fund for a long time. I can say, on behalf of my country, that
we regard our relations with the Fund as of incalculable value.
They have been marked by a spirit of confidence and understand-
ing on the part of the Fund which we hope we have merited and
for which we shall always be grateful.

On seven different occasions you have lent us foreign exchange
~dollars and sterling—amounting in all to $168.5 million. Of this,
we have already repaid $103 million and we expect to repay the
remainder within the usual period for such transactions.

We have had useful technical help from the Fund. About three
years ago, Brazil had accumulated arrears in payments for im-
ports amounting to about $600 million. It took a year for ex-
porters to receive payments for the goods they sold. On the advice
of the Fund, we established a prompt remittance system. Now,
every exporter is paid on time for goods sold to Brazil. Further-
more, everyone is able to remit profits and other nontrade pay-
ments through the free market.

I do not want to pretend that Brazil is not confronted with
difficult problems. At present, our payments position is relatively
good. Qur exports are large and world markets are favorable.
Nevertheless, our position is vulnerable because of the large and
unpredictable changes that take place in the price of coffee. We
hope that, in time, some means will be found to deal with this
problem. In the meantime, we hope that something can be done
along the lines suggested by Mr. Rooth to minimize the impact of
large fluctuations in the export receipts of the coffee producing
countries.

It is not possible for me to say that our internal monetary
position is satisfactory. We are confronted with a difficult infla~
tion problem. In Brazil, as elsewhere, there is great pressure for
higher wages and that has been one cause of inflation. The deficit
in the budget has been large and that is another cause of inflation.
The Government of Brazil is aware of the dangers that this pre-
sents to the orderly development of the economy. Special efforts
are being made to reduce the budgetary deficit and I think we
shall be able to cut the deficit by half. Bank credit has been re-

155

©International Monetary Fund. Not for Redistribution



stricted severely. If we can slow down and then stop the rise in
prices, we are confident that we can establish the wage, budget
and credit policies necessary for monetary stability.

The Government of Brazil is determined to bring an end to
the inflation that has been going on for 20 years. This is ex-
tremely difficult in a country which is in the midst of development.
The fact is that, because domestic savings and capital inflow are
not adequate for the investment we are able to undertake, there
is steady pressure to rely on budgetary deficits and excessive ex-
pansion of bank credit. We have had help from the Export-
Import Bank; we believe that foreign capital will come into Brazil
on a larger scale. Under any circumstances, we shall do our best
to follow the advice of the Fund. I hope that at next year’s
Annual Meeting Brazil will be able to report real progress in
securing development with stability.
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ATTENDANCE

MEMBERS OF DELEGATIONS

Afghanistan
Governor
Abdul Malik

Temporary Alternate Governor
Mohammad Aref Ghaussi

Adviser
Mir Ali Asghar Shoa

Argentine Republic
Alternate Governor
Adolfo Vicchi

Temporary Alternate Governors
Alberto Benegas Lynch
Edgardo Grumbach
Ovidio Schiopeto

Australia

Governor
Sir Percy C. Spender

Alternate Governor
L. H. E. Bury

Advisers
L. B. Brand
B. B. Callaghan
H. C. Coombs
J. C. Lloyd
B. F. Meere
D. R. Parr
H. R. Woodrow

Austria
Governor
Eugen Margaretha

Alternate Governor
Franz Stoeger-Marenpach

Belgium
Governor
Maurice Frere

Belgium (Cont’d)

Alternate Governor
Joseph Vanheurck

Advisers
Cecil de Strycker
Maurice Toussaint
Andre van Campenhout

Bolivia
Governor
Franklin Antezana Paz

Alternate Governor
Guillermo A. Mac Lean

Brazil

Governor
Jose Maria Alkmim

Alternate Governor
Qctavio Paranagua

Advisers
Leonardo Fonseca de Alkmim
J. C. Gouves, Fo.
Roberto Coutinho de Gouvea
Sidney Latini
Casimiro Antonio Ribeiro
Wilson Velloso

Burma
Governor
Kyaw Nyein
Temporary Alternate Governor
Aye Kyaw

Advisers
San Lin
Mrs. Ohn Shwe

Canada

Governor
Walter E. Harris
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Canada (Cont’d)

Alternate Governor
J. E. Coyne

Advisers
W. M. Benidickson
G. K. Bouey
S. J. Handfield-Jones
Louis Rasminsky
J. H. Warren

Ceylon

Governor
Stanley de Zoysa

Alternate Governor
Sir Arthur Ranasinha

Advisers
Rajendra Coomaraswamy
A. T. Jayakoddy
D. L. Kannangara

Chile
Alternate Governor
Felipe Herrera

Adviser
Javier Urrutia

China
Governor
Peh-Yuan Hsu

Alternate Governor
Pao-hsu Ho

Advisers
C. Y. Hsieh
Kan Lee
Beue Tann
Tswen-Ling Tsui

Colombia

Governor
Carlos Villaveces

Temporary Alternate Governor
Ignacio Copete

Colombia (Cont'd)

Adviser
German Botero

Costa Rica

Governor
Angel Coronas

Temporary Alternate Governor
Jaime Solera

Cuba

Alternate Governor
Bernardo Figueredo

Adviser
Luis Machado

Denmark

Governor
Svend Nielsen

Alternate Governor
Einar Dige

Advisers
Svend Andersen
Torben Friis

Dominican Republic

Governor
Milton Messina

Ecuador

Governor
Guiliermo Perez-Chiriboga

Temporary Alternate Governor
Jose C. Cardenas

Egypt
Governor
Ahmed Zaki Saad

El Salvador

Governor
Carlos J. Canessa
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El Salvador (Cont’d)

Alternate Governor
Manuel Melendez Valle

Advisers
Alfonso Alvarez
Rolando Duarte
Eusebio Martell
Jorge Sol

Ethiopia

Alternate Governor
Stanislaw Kirkor

Finland

Governor
R. v. Fieandt

Alternate Governor
Reino Rossi

France

Alternate Governor
Wilfrid Baumgartner

Temporary Alternate Governor
Pierre-Paul Schweitzer

Advisers
A. Boccon-Gibod
Pierre Calvet
Daniel Dommel
Pierre Esteva
Roger Hoppenot
Jean de Largentaye
Guy de Lavergne
Jean-Maxime Leveque
Maurice Perouse
Francis Perrin
Claude Pierre-Brossolette
Claude Poher
Michel Poniatowski
Pierre Viaud

Federal Republic of Germany

Alternate Governor

Hans Karl von Mangoldt-Reiboldt
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Federal Republic of Germany
{Cont’d)
Advisers
Hermann Costa
Otto Donner
Otmar Emminger
Curt L. H. Erbstoesser
Guenther Grosse
Wilhelm Hanemann
Heinrich Hartlieb
Helmut Koinzer
H. W. Lueck
Fritz Stedtfeid
Hans-Karl von Hardenberg

Greece

Governor
Xenophon Zolotas

Alternate Governor
John Pesmazoglu

Adviser
Costa P. Caranicas

Guatemala

Governor
Gustavo Miron

Alternate Governor
Gabriel Orellana

Advisers
Edwin Alcantara
J. Francisco Fernandez-Rivas

Haiti

Alternate Governor
Edmond Policard

Advisers
Pierre V. Benoit
Pierre Cauvin

Honduras

Alternate Governor
Roberto Ramirez
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Iceland

Governor
Bjorn Olafsson

Alternate Governor
Thor Thors

Adviser
Johannes Nordal

India

Governor
B. Rama Rau

Temporary Alternate Governors
G. L. Mehta
B. Venkatappiah

Advisers
G. R. Kamat
P. J. J. Pinto
P. S. Narayan Prasad
P. P. Srivastava

Indonesia

Alternate Governor
R. Soegiarto

Advisers
1. Hamimzar
Bian Tie Khouw
Achmad Ponsen
Soetikno Slamet
R. Soerjadi

Iran
Governor
Ali Asghar Nasser

Temporary Alternate Governor
Hossein Ahari

Advisers
Ali Akbar Khosropur
M. H. Sadri

Iraq

Governor
Abdulilah Hafidh

Alternate Governor
Saleh Kubba

Israel

Governor
David Horowitz

Alternate Governor
Martin Rosenbluth

Advisers
David Kochay
Avraham Salmon

Italy

Alternate Governor
Ugo La Malfa

Advisers
Paolo Baffi
Aldo Gonella
Carlo Gragnani
Attilio Jaschi
Aldo Morante
Giorgio Rota
Giuseppe de Rege Thesauro

Japan
Governor
Hisato Ichimada

Temporary Alternate Governors
Tadashi Sasaki
Gengo Suzuki
Takeshi Watanabe

Advisers
Tokusaburo Fujisawa
Yoshiro Iwase
Takeshi Kanematsu
Yoshio Katagiri
Takashi Mukaibo
Masahiro Ohi
Isamu Takagi
Katsuro Ueda
Yoshiomi Yano
Takayuki Yoshioka
Takeo Yumoto

Jordan

Governor
Izzeddin Mufti

160

©International Monetary Fund. Not for Redistribution



Jordan (Cont’d)

Alternate Governor
Abdul Karim Humud

Korea

Temporary Alternate Governor
Y. T. Kim

Advisers
Duk Choo Moon
Byong Hyun Shin
In Sang Song
Chang Soon Yoo

Lebanon

Governor
Nasr Harfouche

Alternate Governor
Farid Solh

Luxembourg

Governor
Pierre Werner

Alternate Governor
Hugues Le Gallais

Mexico

Governor
Antonio Carrillo Flores

Alternate Governor
Rodrigo Gomez

Advisers
Eduardo Bustamante
Ernesto Fernandez Hurtado
Raul Salinas Lozano
Jose Luna-Guerra
Javier Marquez
Alfredo Navarrete

Netherlands

Governor
M. W. Holtrop

Alternate Governor
E. van Lennep

Netherlands (Cont’d)
Advisers
A. W, Bastiaanse
J. Grooters
Miss G. A. Koen
Pieter Lieftinck
L. R. W. Soutendijk
H. M. H. A. van der Valk

Nicaragua
Temporary Alternate Governor
Jorge A. Montealegre

Norway
Governor
Erik Brofoss

Alternate Governor
Christian Brinch

Advisers
P. J. Bjerve
AIlf Eriksen
Hallvard Hillestad
Gabriel Kielland

Pakistan
Governor
Abdul Qadir
Alternate Governor
M. A. Mozaffar
Temporary Alternate Governor
M. Shoaib
Adviser
Zahiruddin Ahmad
Panama
Governor
Roberto Heurtematte

Alternate Governor
Jose D. Crespo

Paraguay

Alternate Governor
Pedro R. Chamorro

Temporary Alternate Governor
Jorge Lopez Moreira
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Peru

Alternate Governor
Emilio G. Barreto

Adviser
Carlos Gibson

Philippines
Governor
Miguel Cuaderno, Sr.

Alternate Governor
Eduardo Z. Romualdez

Advisers

Ramon G. Azanza
Roman Bayot

Constancio Castaneda
Francisco Dalupan

Mrs. Fanny Cortes Garcia
Jose J. Roy

Roberto Villanueva

Sweden

Governor
Per Asbrink

Temporary Alternate Governor
Erik A. Westerlind
Advisers
S. T. G. Akermalm
Erik von Sydow
Eric Virgin
Syria
Governor
Rafic Sioufi

Alternate Governor
Awad Barakat

Thailand

Governor
H. H. Prince Viwat

Advisers
Prayad Buranasiri
Pipat Krairiksh
Bua Sajisevi
Boonma Wongswan

Turkey

Governor
Zeyyat Mandalinci

Alternate Governor
Hasan Isik

Adviser
Ziya Muezzinoglu

Union of South Africa

Governor
J. F. Naude

Alternate Governor
D. H. Steyn

Advisers
T. W. de Jongh
D. C. M. van der Meere
H. R. de Wet

United Kingdom

Governor
Harold Macmillan

Alternate Governor
Sir George Bolton

Temporary Alternate Governors
Sir Edward C. G. Boyle
Sir Roger Makins

Advisers
D. A. V. Allen
Sir Edgar Cohen
D. J. C. Crawley
L. F. Crick
H. G. Curran
J. Grieve Smith
Sir Robert Hall
Viscount Harcourt
Sir Douglas Harkness
R. E. Heasman
J. E. Herbecq
N. Jordan-Moss
H. King
G. M. Lambert
S. C. Leslie
E. W. Maude
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United Kingdom (Cont’d)

D. B. Pitblado

Uruguay (Cont’d)
Adviser

A. M. Stamp Armando Carrasco
R. L. Thomas

J. G. Thompson Venezuela

R. J. Williams Governor

United States
Governor

George M. Humphrey

Alternate Governor

Herbert V. Prochnow

Temporary Alternate Governors

W. Randolph Burgess
Andrew N. Overby
Frank A. Southard, Jr.

Advisers

Homer E. Capehart

J. J. Gonzalez Gorrondona

Advisers
Hernan Avendano
Felix Miralles
Diego Nucete
Alirio A. Parra
Ernesto Peltzer

Viet-Nam

Governor
Tran Huu Phuong

Alternate Governor

J. W. Fulbright Vu Quoc Thue
Gabriel Hauge Advisers

Alfred Hayes Tang Khanh Dang
John B. Hollister Le Si Ngac

John S. Hooker Tran Ngoc Oanh
William McChesney Martin, Jr. Dang Ngoc Tran
H. C. McClellan .

Clarence B. Randall Yugoslavia

Walter Schaefer Governor

Marshall M. Smith Nenad Popovic
Brent Spence Alternate Governor

Lynn U. Stambaugh
M. S. Szymczak
Samuel C. Waugh
Jesse P. Wolcott

Bosko Tonev

Advisers
Svetozar Markovic
Vasilije Milovanovic

Uruguay VIadim}r Prita
Governor A'. Tasic
Carlos Sapelli Ziga Vodusek
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OBSERVERS

Bank for International Settlements

Roger Auboin
M. G. Dealtry
D. H. MacDonald

Contracting Parties to the General
Agreement on Tariffs and Trade

Eric Wyndham White

Food and Agriculture Organization
of the United Nations

C. W. McLean

Gold Coast
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