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INTERNATIONAL MONETARY FUND SUPPLEMENTAL
HEARINGS FOR TREASURY, POST OFFICE, AND EXEC-
UTIVE OFFICE APPROPRIATION BILL FOR 1966

THURSDAY, JUNE 3, 1965

U.S. SENATE,
COMIVIIME ON APPROPRIATIONS,

T V a8hing ton, D.C.
The committee met at 10 a.m., pursuant to call, in room 1223, New

Senate Office Building, Hon. Carl Hayden (chairman) presiding.
Present: Chairman Hayden and Senators Ellender, Robertson, Hol-

land, Byrd, Bartlett, Saltonstall, and Allott.

INTERNATIONAL MONETARY FUND

STATEMENT OF FREDERICK L. DEMING, UNDER SECRETARY FOR
MONETARY AFFAIRS, DEPARTMENT OF THE TREASURY; ACCOM-
PANIED BY WILLIAM B. DALE, U.S. EXECUTIVE DIRECTOR,
INTERNATIONAL MONETARY FUND

U.S. QUOTA INCREASE

Chairman HAYDEN. The committee will come to order.
This morning the committee will hear first from the Under Secre-

tary of the Treasury for Monetary Affairs on a proposed supplemental
appropriation for the fiscal year 1965, in the amount of $1,035 million
in order to increase the -U.S. quota to the International Monetary Fund.
This is contained in Senate Document 31.
(The document referred to follows:)

[S. Doc. No. 31, 89th Cong., 1st sess.]

COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING A
PROPOSED SUPPLEMENTAL APPROPRIATION FOR THE FISCAL YEAR 1965, IN THE
AMOUNT OF $1,035,000,000, IN ORDER To INCREASE THE UNITED STATES QUOTA TO
THE INTERNATIONAL MONETARY FUND

THE WHITE HOUSE,
Washington, June 1, 1965.

The PRESIDENT OF THE SENATE.
SIR: I have the honor to transmit herewith for the consideration of the Con-

gress a proposed supplemental appropriation for the fiscal year 1965 in the amount
of $1,035,000,000 in order to increase the U.S. quota to the International Mone-
tary Fund.
The details of this proposed appropriation, the necessity therefor, and the

reasons for its submission at this time are set forth in the attached letter from
the Director of the Bureau of the Budget, with whose comments and observa-
tions thereon I concur.

Respectfully yours,
LYNDON B. JOHNSON.
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2 SUPPLEMENTAL HEARINGS TREASURY AND POST OFFICE, 1966

EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,

Washington, D.C., May 27, 1965.
THE PRESIDENT,
The White House.

SIR: I have the honor to submit herewith for your consideration a proposed
supplemental appropriation for the fiscal year 1965 in the amount of $1,035,000,000
in order to increase the U.S. quota in the International Monetary Fund, as
follows:

FUNDS APPROPRIATED TO THE PRESIDENT

Increase in Quota, International Mon,etary Fund

To finance an increase in the quota of the United States in the
International Monetary Fund, $1,035,000,000 to be available from
June —, 1965, and to remain available until expended.

To assure continued ability of the International Monetary Fund to provide
needed international credit, the member nations voted to increase by 25 percent
the quotas of all members. The increase in the U.S. quota has just been author-
ized by the Congress in H.R. 6497, now awaiting Presidential approval. Appro-
priation of the authorized quota increase as promptly as possible is highly desira-
ble to provide early strengthening of the Fund and to encourage similar prompt
action on the part of other members.
The amount requested herein, when added to the amounts previously requested,

will not increase the total for the fiscal year 1965 as shown in the 1966 budget.
I recommend that the foregoing supplemental appropriation be transmitted to

the Congress.
Respectfully yours.

KERMIT GORDON,
Director of the Bureau of the Budget.

Chairman HAYDEN. You may proceed, Mr. Deming.
You may proceed, Mr. Deming.
Mr. DEMING. Mr. Chairman and committee members, I am glad to

appear before the committee today in support of an appropriation to
enable the United States, in cooperation with the other members of the
International Monetary Fund, to take part in a broad international
program for expanding the resources of the Fund by 25 percent plus
larger increases for 16 countries.
I have with me today Mr. William B. Dale, U.S. Executive Director

of the Fund, who will be able to answer any questions of detail you
may have on the Fund's operations.

AUTHORIZATION LEGISLATION ENACTMENT

Legislation amending the Bretton Woods Agreements Act of 1945
to authorize a 25-percent increase, amounting to $1.035 million, in the
quota of the United States in the Fund was passed by the Senate by
unanimous consent and in the House by a vote of 301 to 88. Public
Law 89-31, which also authorizes the appropriation of the U.S. quota
increase, was signed yesterday by the President.
As President Johnson pointed out in submitting this legislation to

the Congress, the International Monetary Fund has played a key role
in the flourishing economic growth experienced by the free world in
the last two decades, and an expansion of the Fund's resources is now
needed if it is to continue to contribute effectively to free world growth
in the future.
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ENVISIONING OF NEED FOR INCREASE BY FUND FRAMERS

The framers of the International Monetary Fund foresaw the prob-
able need for periodic increases in Fund quotas to keep pace with the
expansion in world economic activity. While the Articles of Agree-
ment permit review of the adequacy of quotas at any time, they provide
that quotas must be reviewed every 5 years.
The present proposals for enlarging quotas result from the fourth

quinquennial review. While individual quotas have been changed from
time to time on the request of particular members and approval by the
Governors of the Fund, the only previous general Increase occurred
in the period 1958-59. At that time, there was a general increase in
quotas of 50 percent for all members and special quota increases were
requested and accepted by Germany, Canada, Japan and certain other
countries.

INCREASED WORLD TRADE

Since 1958, world trade has increased by more than 50 percent. Ag-
gregate world imports, for example, were about $101 billion in 1958
and about $156 billion in 1964. No comparable single figure is avail-
able to measure world capital movements, but these have undoubtedly
increased by a substantially greater percentage since the restoration of
de facto convertibility in Western Europe at the end of 1958. Both
short-term and long-term capital movements have increased greatly.
Some of these are equilibrating in nature. Others tend to widen rather
than narrow balance-of-payments disequilibria.

GREATER USE OF FUND RESOURCES BY LARGER MEMBER COUNTRIES

The same period has seen greater use of the Fund's resources by the
larger member countries. Canada, Italy, Japan, the United Kingdom
and the United States have either drawn on Fund resources or entered
into standby arrangements with the Fund, or both.
In the most recent 10-year period, net drawings outstanding at the

end of the year have varied from a low of $234 million in 1955 to a
high of $2,621 million at the end of 1964. The latter figure is
unusually high because it includes nearly $1 billion of net drawings by
the United Kingdom, reflecting a large drawing by that country in
December 1964. The United Kingdom has also drawn $1.4 billion in
May of this year.

DECLINE OF MAJOR CURRENCY HOLDINGS OTHER THAN DOLLARS AND STERLING

As a result of the increased use of the Fund, its holdings of major
currencies other than dollars and sterling have declined by about $1.6
billion since 1959 and now amount to about $1.5 billion.
These facts clearly indicate the need for an increase in the Fund's

resources at this time. This need was unanimously recognized by the
Governors of the Fund at their meeting in Toyko last September.

BOARD OF GOVERNORS RESOLUTIONS PROPOSING INCREASED MEMBER QUOTAS

Acting on instructions from the Board of Governors, the Executive
Directors submitted to the Governors two resolutions: the first pro-

•
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poses that all member countries accept a 25-percent increase in quota;
the second proposes that 16 of the members accept, in addition to the
25-percent increase, special increases which in the aggregate amount
to S870 million.
On April 1, 1965, the Fund announced that these resolutions were

adopted by the required 80 percent of the total voting power of the
Board of Governors. Former Secretary of the Treasury Dillon, in
accordance with the directive of the National Advisory Council, cast
the vote of the United States in favor of the two resolutions.

U.S. QUOTA

The combined total of general and special increases recommended
amounts to nearly $5 billion, and acceptance of the recommendation by
all members would increase the total of Fund quotas from a little
more than $16 billion to approximately $21 billion. The U.S. share
of this total increase would be slightly over one-fifth, and our quota
would become $5,160 million, as compared to its present $4,125 million.
If all members countries accept the quota increases suggested for

them, Fund holdings of the currencies presently used extensively in
drawings will be increased by more than $1 billion and the liquidity
of the Fund will be substantially improved. In addition, Fund hold-
ings of gold will also be increased by approximately $1 billion.

REQUIREMENT FOR PERCENTAGE OF INCREASES TO BE PAID IN GOLD

Senator SALTONSTALL. May I interrupt you there? Why will the
Fund holdings of gold automatically be increased by approximately
$1 billion?

Mr. DEMING. Because 25 percent of the increases have to be paid in
gold.

Senator ELLENDER. How much of the special accounts are included
in the $1,035 million?
Mr. DEMING. In the special accounts?
Senator ELLENDER. You said there was a special increase.
Mr. DEMING. Of the $870 million, none of that. Those special in-

creases are for 16 countries that do not include the United States.

TOTAL INCREASES OF OTHER COUNTRIES

Senator ELLENDER. To what extent are the other countries contrib-
uting?
Mr. DEMING. Approximately $4 billion.
The total increases are about $5 billion. The United States is about
q billion, so the other countries will be increasing their quotas about a
little less than $4 billion.

ASSERTION THAT FUND IS NOT TANTAMOUNT TO FOREIGN AID CHALLENGED

Senator ELLENDER. Would you consider that part of their foreign
aid program?
Mr. DEMING. No, sir.
Senator ELLENDER. Why not?

I.
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Mr. DEMING. Because this is not a foreign aid program. This is one
of the distinctions I want to draw.

Senator ELLENDER. I wish you would, because in my judgment this
is foreign aid. We are here being asked to increase our ante to assist
underdeveloped countries and some we have assisted already.
Mr. DEMING. Senator, the International Monetary Fund is an in-

ternational body whose primary purpose is the extension of relatively
short-term credits. It gives short- to intermediate-term credit to coun-
tries who are experiencing temporary balance-of-payments difficulties.
It is not an aid program.

Senator ELLENDER. What would happen if we did not do it? Sup-
pose we did not have this Fund. What would happen?
Mr. DEMING. If we did not have the Fund at all?
Senator ELLENDER. Yes.
Mr. DEMING. Then we would have to find other ways to attempt to

finance adjustments to payments imbalances.
Senator ELLENDER. That would be foreign aid, wouldn't it?
Mr. DEMING. No, sir.
Senator ELLENDER. It would be contributions we would have to make

to increase the capability of our friends, to enhance their economic sta-
bility, wouldn't it?
Mr. DEMING. No, sir.
Senator ELLENDER. I won't argue then. Go ahead.

UNITED STATES USE OF FUND TO RETAIN GOLD

Senator SALTONSTALL. May I say, I have great respect for my col-
league from Louisiana, but isn't it true this Fund helped us to keep
our gold from going abroad recently when we were very low on our
balances? It is my understanding that we procured dollar balances
from England and Germany—France was drawing it back—to pro-
tect our gold from going abroad.
Mr. DEMING. That is generally right, the Fund has helped us to

avoid gold losses.
Senator SALTONSTALL. So that was not a question of foreign aid,

but a question of international monetary exigency.
Mr. DEMING. I would rather phrase it in terms of international

monetary cooperation, and the financing of imbalances which go both
ways: that is, the financing of either surpluses or deficits.

U.S. DRAWINGS

Senator SALTONSTALL. How many times have we drawn on the
Fund?
Mr. DEMING. Five times. Our net drawing on the Fund at the

present time is about $120 million, and our peak was $350 million
gross amount.
Senator SALTONSTALL. The whole purpose of the International

Monetary Fund is to assist the various countries whose currencies are
not in balance so no country suffers. What do you call it— out of
balances? Isn't that the whole purpose?
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Mr. DEMING. The purpose is to permit orderly adjustment of im-
balances in international payments.
Senator SALTONSTALL. The increase is because of increased trade

and the necessity of having more funds in the International Monetary
Fund so that it can be moved both ways.
Mr. DEMING. That is right. Drawings of dollars by other countries

have had the effect of repaying part of the U.S. drawings. This is
why our net drawings amount to $120 million. All countries must re-
pay their drawings from the Fund either directly or through drawings
of their currency by other members. There are various countries at
any given point in time that have in a sense borrowed from the Fund
by using their currencies to purchase other currencies. The Inter-
national Monetary Fund has experienced no losses whatsoever on
the credits they have extended in the course of its history.
Now any given country, at any given point in time, may be a net

purchaser of other countries' currencies from the Fund through the
use of its own currency. But these loans are made for—these ex-
tension of credit are made for a definite period of time-3 to 5 years.
To the best of my knowledge, they are current and have been repaid.

CUBA ONLY DEFAULT

Mr. DALE. We have had only one temporary default, only one.
Senator ELLENDER. How much was that?
Mr. DALE. That was in an amount of $25 million which Cuba had

outstanding, which was drawn a short time before the change in gov-
ernment in Cuba. Then Cuba voluntarily withdrew from member-
ship April 2, 1964, and made a proposal for repayment of the out-
standing amount to the Fund.
That proposal was accepted, and it is being honored in terms of

payments by Cuba.
FUND METHOD OF OPERA.TION

Senator ELLENDER. To what extent has the Fund been increased
since its inception?
Mr. DEMING. I do not have the figure.
Senator ELLENDER. Put that in the record for us. I would like to

also know if those currencies have depreciated.
(The information referred to follows:)

Total, Intelinational Monetary Fund quotas during various years

1945   7,154 1959  13,958
1953   8,738 April 1965 15,993
1958   9,193

The increase in quotas from 1958 through 1959 was due to a general increase
of 50 percent plus special increases for other countries. Increases in quotas in
other years are due to two factors: (1) expansion of membership in the
Fund and (2) individual increases in quotas requested by members.

18-740-65 2
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MAINTENANCE GOLD VALUE GUARANTEE

Mr. DEMING. There is a maintenance of gold value guarantee of the
currencies that go in the Fund. If they drop, more has to be put
in. Thus, there has not been any depreciation in the value of the
Fund assets.
Senator ELLENDER. Suppose the Fund were dissolved overnight.

How much of the money we put in would we get back?
Mr. DEMING. All of it.
Senator ELLENDER. Would you be able to pay everybody?
Mr. DEMING. Yes, but the liquidation payments would have to take

account of countries debts to the Fund. For example, the British
have just drawn on $1,400 million from the Fund, which means they
have put in sterling to the amount of $1,400 million,-and have taken
out various other currencies equivalent to this. There is a liability
on the part of the British to pay this back in a course of time.
Senator ELLENDER. In what period of time must the British repay

what was recently withdrawn?
Mr. DEMING. Three to five years.

MAINTENANCE OF ENGLISH STERLING STABILITY THROUGH FUND USAGE

Senator SALTONSTALL. Isn't it true, Mr. Deming, that this Fund,
and the use of it by the English, saved the English pound from a
crisis and that the whole value of keeping the English pound where
it is today is to make it possible for our dollars to stay where they
are today?
If the English pound goes, we go too. Now, a question concerning

what the Senator from Louisiana said: Isn't it also true, from what
Mr. William McChesney Martin said. the other night, that the
amount of currency in the United States and demands for an in-
creased amount of currency, has been great recently with the in-
creased prosperity of our country, so that there are now more dollars
in circulation today than when this Fund was created.
If there are more dollars in circulation, there are more dollars

going abroad, and what this Fund tries to do is to keep us from
sacrificing our gold balances. What we have asked Germany and
England to do is put up dollars to help us to keep from having our
gold going abroad when we are in a crisis. Is that not correct?
Mr. DEMING. Yes, sir; the Fund has assisted us in avoiding gold

losses.
Senator SALTONSTALL. And that is the purpose of the Fund?

FUND PURPOSE To Am BALANCE-OF-PAYMENTS IMBALANCES

Mr. DEMING. The purpose of the Fund is to permit countries that
have temporary imbalances in the balance of payment to make or-
derly adjustments.

4.



8 SUPPLEMENTAL HEARINGS TREASURY AND POST OFFICE, 1966

Senator SALTONSTALL. Germany has enormous overbalances. She
has more dollars than she knows what to do with, and she could help
us from keeping our gold from going abroad into France. Isn't that
correct?
Mr. DEMING. That is correct.
Senator ELLENDER. But our gold reserves have been going down

and down and down from $22.5 billion just a few years ago to now it is
$14 billion plus.
Senator SALTONSTALL. But that is due to other causes.
Senator ELLENDER. Why don't we stop it with the Fund, if that is its

purpose?
Senator SALTONSTALL. I wish we could.
Senator ELLENDER. I wish SO too.
Mr. DEMING. I cover some of that, Senator, later in my statement.
The proposed quota increases by country are shown in detail in the

Special Report of the National Advisory Council on International
Monetary and Financial Problems. Attached to that report as an
appendix is the report of the Executive Directors of the Fund to the
Board of Governors entitled "Increases in Quotas of Fund Members:
Fourth Quinquennial Review."

MEMBER CONSENT TO QUOTAS AND OTHER REQUIREMENTS

Now that the Board of Governors has adopted the resolutions sub-
mitted by the Executive Directors, two further requirements have to be
met. Each member must consent to the increase in its own quota.
Moreover, before any of the quota increases may become effective,
countries whose quotas on February 26, 1965, aggregated two-thirds
of the total fund quotas must consent to the increase in their quotas
and make payment to the Fund.
Payments received by the Fund will be placed in a segregated ac-

count until the two-thirds total is reached. Consents to the increase
must be given before September 25, 1965, unless the Executive Direc-
tors extend the time for action.
Public Law 89-31, the authorizing legislation, provides for the ap-

propriation of $1,035 million to remain available until expended. Ex-
cept for the gold portion of the increased subscription, I have every
reason to believe as I shall presently explain that, like our participa-
tion in the general arrangements to borrow, no calls for actual expendi-
tures will be made for the foreseeable future.

REQUIREMENT FOR GOLD PERCENTAGE To BE PAID AT TIME OF QUOTA ACCEPTANCE

The articles of agreement of the Fund provide that 25 percent of any
quota increase must normally be paid to the Fund in gold 25 percent
of the proposed U.S. increase of $1,035 million amounts to $258.75 mil-
lion and this amount must be paid at the time the United States ac-
cepts the quota increase.
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AUTOMATIC GOLD DRAWING RIGHT ON FUND

In exchange for this payment, the United States will receive a "gold
tranche" drawing right on the Fund. This is a virtually automatic
drawing right and represents a reserve asset which the United States
can call upon at any time. Thus this payment will not result in any
change in our international reserve position and consequently will have
no effect on our balance of payments.
Senator ELLENDER. Will the support be in that amount until we get

it back?
Mr. DEMING. We exchange one form of assets for another.
Senator ELLENDER. What becomes of that $258 million? Doesn't

it leave Fort Knox and go somewhere else?
Mr. DEMING. It actually moves from one box in the Federal Reserve

Bank of New York to another box in that bank. And we obtain in
return virtually automatic drawing rights on the Fund, which is an-
other form of reserve asset.

TREASURY GOLD STOCK REDUCTION OFFSET BY GOLD DRAWING RIGHT

Senator ELLENDER. But it does affect our gold balances.
Mr. DEMING. This will reduce our Treasury gold stock by this

amount, and it will be offset by a gold tranche drawing right.
Senator ELLENDER. But in the meantime our gold reserve would be

reduced by that amount.
Mr. DEMING. By this amount, surely.

LETTER OF CREDIT ISSUED FOR BALANCE OF PAYMENT

The remaining portion of the appropriation—$776.25
permit the United States to issue to the International Monetary Fund
a letter of credit in that amount on which the Fund may draw at such
time as it may require additional dollar funds to meet drawings of
other members. Drawings against this $776 million portion are not
likely to occur in the foreseeable future.
Senator SALTONSTALL. Until these other countries put up?
Mr. DEMING. That is right, and would not occur at that time since

the supply of dollars in the Fund is already a substantial amount.
This is a liability of the United States, but one that is unlikely to be
called on for any foreseeable future.
Senator SALTONSTALL. You have this gold tranche that has to be re-

placed in due course. If you draw on this gold tranche, this has to be
replaced?
Mr. DEMING. Yes. If we would draw on it, we would have to pay

it back.
Senator SALTONSTALL. In gold?
Mr. DEMING. The gold tranche is just a name for it. We would be

drawing in other countries' currencies and would be paying in other
countries' currencies. If we could not repay in other countries' cur-
rencies, we would repay in gold.

•••
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EXPERIENCE RE U.S. PARTICIPATION IN GENERAL ARRANGEMENTS To BORROW (GAB)

It is interesting to note that this committee considered and approved
the appropriation of $2 billion for U.S. participation in the general
arrangements to borrow (GAB) . At the hearings on the appropria-
tion former Secretary Dillon assured this committee that "in practice
we do not expect to have to use this authority in the foreseeable future."
Although the GAB has proved to be extremely useful and appro-

priation of the whole $2 billion was essential to U.S. participation, in
fact, no expenditures have been made pursuant to this appropriation.

FUND METHOD OF OPERATION

This committee should also note that although the Fund used dollars
extensively in the past, when we were in a strong balance-of-payments
position all of these dollars have come back to it and, in effect, back
to the 'United States. Thus, while the Fund has been of great benefit
to the world and to the United States, over the entire period of its
operations, our participation in the Fund has not cost us, net, any
dollars at all in our international accounts.
Dollars lent by the Fund in earlier years have been repaid to it and

the Fund now holds U.S. dollars in the amount of about $3,215 million.
These are held almost entirely in the form of non-interest-bearing
notes.
As long as the United States continues to have a balance-of-pay-

ments deficit, Fund policy will limit drawings in dollars. And, in any
event, the Fund's existing holdings of dollars will be used to meet the
needs of any future drawings before calls will be made on the new letter
of credit.

Because no dollar expenditure is foreseen, this portion of the appro-
priation will also have no adverse effect on our balance of payments.

TECHNIQUE OF PROVIDING FUNDS THROUGH LETTERS OF CREDIT

As the committee is aware, the U.S. Government has shifted in-
creasingly to the provision of funds through a letter of credit tech-
nique. This amounts to an unconditional obligation to provide funds
as they are actually needed.
This technique is now in general use, both in our domestic programs

and in our dealings with international institutions. It was designed to
obviate expenditures prior to the time when funds are actually needed.
In the past, the technique in dealing with international institutions
was somewhat different. Payments were made to the institution and
excess funds were returned to the U.S. Government in exchange for
non-interest-bearing notes.
I should like to say a word at this point about the nature of the

Fund itself.
Senator SALTONSTALL. Isn't that the same principle as bank clear-

ances in a city?
Mr. DEMING. The letter of credit?
Senator SALTONSTALL. Yes.
Mr. DEMING. The technique?
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Senator SALTONSTALL. Yes. Isn't that the same ?
Mr. DEMING. Not precisely. We use it in domestic affairs for mak-

ing expenditures until the funds are actually used. It is used in con-
nection with certain payments of the school lunch programs and certain
university grants and things such as that where the U.S. Government
would extend a grant to, for example, the Massachusetts Institute of
Technology, for a particular project, let us say, that it is performing
for the Government.

Instead of giving MIT an entire million dollars, it would give the
institute a letter of credit on which it would draw as the funds become
employed.
Senator SALTONSTALL. I had in mind our dealings with the interna-

tional institution.
Mr. DEMING. It would work exactly the same way.
Senator SALTONSTALL. Thank you.

CORRECTION OF EXCHANGE RESTRICTIONS, DEPRECIATiON, AND INSTABILITY

Mr. DE1VIING. I should like to say a word at this point about the
nature of the Fund itself. The International Monetary Fund was
established following negotiations at the Bretton Woods Conference of
1944.
The Fund has worked continuously for the elimination of exchange

restrictions, the avoidance of competitive exchange depreciation, and
the promotion of exchange stability. When member countries draw
needed currencies from the Fund they do so to provide financing
for their position while corrective measures are being taken to elimi-
nate a temporary balance-of-payments situation. Any drawing must
be repaid within a 3- to 5-year period.
The point I wish to make is that the International Monetary Fund

should not be confused with institutions whose primary purpose is the
making of long-term loans. Even less should it be confused with
bilateral or multilateral aid programs under which long-term assist-
ance is provided, frequently on very generous credit terms.
When a country draws a needed currency from the Fund, moreover,

it transfers to the Fund an equivalent amount of its own currency.
Accordingly, the assets of the Fund are not reduced when it provides
temporary assistance to a member country. The composition of those
assets is, however, changed, depending upon the gold and currency
composition of the drawings and repayments which have taken place.
In 18 years of Fund operations through the end of 1964, member

countries have drawn over $9 billion in dollars or other currencies.
These drawings have been, or are being, repaid in accordance with
agreed schedules.

EARLY DRAWINGS ON FUND PREDOMINANTLY IN DOLLARS

Prior to 1960, drawings from the Fund were predominantly taken
in the form of dollars and the United States established a strong
creditor position in relation to the Fund. By the end of 1957, gross
drawings of dollars had amounted to nearly $2.7 billion.
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The Fund had purchased additional dollars from the United States
by selling us nearly $600 million worth of gold. At that time, IMF
holdings of dollars represented no more than 28 percent of the U.S.
quota.

INCREASED DOLLAR HOLDINGS THROUGH POLICY REVERSAL

• Following the return to de facto convertibility of the currencies of
Western Europe at the end of 1958, the Fund began increasingly to
provide currencies other than the dollar to countries seeking temporary
financing. This practice was intensified as the balance-of-payments
position of the United States moved into substantial deficit.
Repayments in dollars, however, continued to be large, with the

result that in the period from the end of 1957 to the end of 1962 the
Fund's holdings of dollars increased by more than $1 billion. In this
way the normal operations of the Fund absorbed more than $1 billion
from the reserves of other countries, thus easing our international
financing problems and obviating possible drains upon the U.S. gold
stock.
By the end of 1963, Fund holdings of dollars had been restored to

75 percent of the U.S. quota. At that point the United States was
neither a creditor nor a debtor vis-a-vis the institution.

UNITED STATES DRAWINGS AND USE OF GERMAN MARKS AND FRENCH FRANCS

As I have noted, over the past 15 months the United States has itself,
for the first time, made modest drawings from the Fund. We have
drawn primarily in German marks and French francs and we have
sold the currencies we have drawn, against dollars, to countries wishing
to make repayments to the Fund.
These countries could not use their dollar holdings directly for this

purpose since the Fund does not accept in repayment currencies which
it holds in excess of 75 percent of quota. For the Fund to accept such
currencies—in this instance dollars—would mean that the United
States would be placed in a debtor position vis-a-vis the Fund without
any initiative on our part. This would be inconsistent with the Fund's
method of operation.
Attached to this statement is a chart which shows graphically the

developments of the U.S. position in the Fund which I have just
described.
Senator ELLENDER. In these transactions that we undertook, to save

the dollar by using German marks and French francs, did we sustain
any loss of any kind?
Mr. DEMING. No, sir.
Senator ELLENDER.. By depreciation?
Mr. DEMING. No, sir.
Senator ELLENDER. None at all?
Mr. DEMING. No, sir • none at all. What we did was draw these

currencies from the Fund, sell them to the countries that were making
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repayments to the Fund against dollars, so that we picked up dollars.
They used the currencies to repay the Monetary Fund for their
drawings.
Our current net drawings of approximately $120 million have, of

course, also had the effect of reducing U.S.-dollar liabilities to for-
eign countries. These countries have paid dollars to us in order to
acquire the particular currencies used to repay the Fund.
(The chart referred to follows:)

U.S. POSITION IN THE INTERNATIONAL MONETARY FUND
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UNITED STATES ADEQUATELY PROTECTED RE PROPOSED GOLD QUOTA PAYMENTS

Particular attention has been given to the possible effect on the
United States of gold payments to the Fund in connection with the
proposed quota increases. It was clear that, in the normal course of
events, many countries would wish to purchase gold from the United
States in order to pay the gold portion of their quota increase to the
Fund.
Both the Group of Ten and the IMF recognized that, if non-

reserve countries utilized their holdings of reserve currencies to ac-
quire gold from reserve currency countries in order to make payments
to the IMF, the result would be both to reduce the gold holdings of the
reserve centers and to actually diminish aggregate world reserves.
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The arrangements that have been worked out and which are de-
scribed on pages 11 to 13 of the NAC Special Report will provide fully
adequate protection for the U.S. gold stock, while at the same time
providing the Fund with needed liquidity.

PARTIAL QUOTA APPROPRIATION NONACCKFTABLE

Before concluding, I should like to emphasize that the appropria-
tion must be in the full amount of $1,035 million, since then proposed
increase in each country's quota is determined by the resolutions
adopted by the Board of Governors.
The amount of each country's increase cannot be changed without

a reformulation of the entire general and special quota increase pro-
posals. It is thus necessary to have the full amount requested in order
to make our increased subscription payment, even though in practice
we do not expect that the Fund will make use, in the foreseeable fu-
ture, of the portion payable through a letter of credit.

U.S. ROLE IN BRINGING ABOUT QUOTA INCREASES

The U.S. Government is convinced of the importance of insuring
that adequate resources shall be available to the Fund so that it can
continue to play a vital role in the monetary system of the free world.
For this reason, the United States took a leading part in the discus-
sions of the Group of Ten, at the annual meeting of the Board of Gov-
ernors in Tokyo and in the deliberations of the Executive Directors
in bringing about the present quota increase proposal.

DESIRABILITY OF CONTINUED LEADERSHIP

It is important for the United States to continue to exercise leader-
ship in this area, at this time when so much attention is being directed
to the strengthening of the international monetary system. No bet-
ter example of leadership can be given than the prompt approval and
payment of our own subscription.
President Johnson requested in his transmittal letter to the Con-

gress that the quota-increase legislation be given prompt and favor-
able consideration. The Congress has heeded the President's request
in quickly enacting the authorizing legislation. Equally prompt and
favorable consideration of the necessary appropriation is requested.

PAYMENT HELD IN TRUST PENDING QUOTA ACCEPTANCE BY OTHER COUNTRIES

Senator ELLENDER. How have the other countries reacted to this?
Have they put up theirs?
Mr. DEMING. This is in process. Most countries require the same

sort of legislative approval that we do here. There has been so far—
this has been done quite quickly, you understand just two countries



SUPPLEMENTAL HEARINGS TREASURY AND POST OFFICE, 1966 15

which have consented to this increase and have preceded the United
States. There are three small countries, Tanzania, Libya, and Israel.
Senator ELLENDER. Are we to retain this until the others contribute?
Mr. DEMING. Yes. What happens here actually is that we make

our payments to the International Monetary Fund through the trans-
fer of gold and the issuance of the letter of credit.

This is held by the Fund in a special account until two-thirds of
the countries have consented to their quota increases. The deadline is
September 25 of this year.

Senator ELLENDER. How many countries are involved in the Fund?
Mr. DEMING. 102 countries.
Countries that have two-thirds of the quotas have to consent and

make their payments before this becomes effective. It does not mean
that the increase does not become effective until the 102d country
comes in, but as soon as countries which have two-thirds of the quotas
in the Fund have consented to their quota increases, the increases be-
come effective for all those countries that have consented.
Senator ELLENDER. Have we had any drop-outs?
Mr. DEMING. No, sir. Three have left the Fund, that is all.

DRAWING CAPACITY LIMITED BY NONACCEPTANCE OF QUOTA INCREASE

Senator ELLENDER. Do you anticipate that all other countries will
contribute their respective shares?
Mr. DEMING. We are anticipating that all other countries will

come in. One African country, Senegal, has indicated it would not
accept an increase in its quota.
Senator ELLENDER. linlat happens to that?
Mr. DEMING. It just does not get an increase in the quota. It stays

where it is.
Senator ELLENDER. Will it still belong?
Mr. DEMING. It belongs to the International Monetary Fund, but

it has a lower proportion of the quotas and its drawing rights on the
Fund will be smaller as well as its contribution to the Fund.
From a practical standpoint, Senator, the failure of a country such

as this to take an increase in the Fund quota is more of a limiting
factor for it than it is for the Fund, because it is unlikely that anybody
would be drawing Senegalese currency, so this really limits Senegal's
drawing from the Fund, rather than somebody else's drawing from
Senegal.
Senator ELLENDER. Is there any relationship between what a coun-

try would draw to the contribution that it makes?
Mr. DEMING. Yes, the quota itself. The quota is a limiting factor

in its drawings. The United States is able to draw up to 125 percent
of its quota, which is $4,125 million at the present time, and would be
$5,160 million when the quota increase enters in effect.

48-740-65 3
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ACTUAL REDUCTION IN TREASURY GOLD STOCK

Senator ELLENDER. As I understand, in this instance we are going
to have to put up $258.75 million in gold, which will affect our gold
holdings, but you counter that by saying that we get an asset for our
gold.
Mr. DEMING. There is no question about the fact that the Treasury

gold stock is reduced by this amount. It is replaced in our asset hold-
ings by an equivalent amount of gold tranche drawing rights. This
is merely a transfer of a portion of the reserve that we presently hold
from one form to another, and it shows in our international reserve in
terms of the total.
It does not change our international reserve position at all. It does

permit us, with the increase in our Fund quota to draw more from the
Fund should we need to.

EFFECT ON U.S. WORLD FINANCIAL IMAGE

Senator ELLENDER. But it does blunt our position in the eyes of the
people of the world in that it reduces our gold holdings. Our reserve
of gold has been decreasing and decreasing, which would have an
adverse effect on our own dollar.
Mr. DEMING. Well, I think, Senator, in this case it is thoroughly

understood that all countries will be putting up portions of gold, and
in that sense in the various countries the gold reserve will be going
down, but they will be changing this for assets in the Internal Mone-
tary Fund and I do not think that any central banker abroad will
view this as an adverse movement of the American gold stock.
Senator ELLENDER. But you know the shape we are in. All the

losses we have sustained in the past years in our gold reserve have gone
to Western Europe.
Mr. DEMING. That is right.
Senator ROBERTSON. Have you finished your testimony?
Mr. DEMING. Yes, sir.

REQTJIREMENT OF FULL COMMITTEE CONSIDERATION FOR OVERALL PROGRAM OF

INTERNATIONAL COOPERATION

Senator ROBERTSON. I am sure, in light of the questions that have
been asked, the testimony that has been given, the full committee will
understand, first, why I did not want to take this up in a subcommittee
whose jurisdiction was limited to appropriations for two departments:
the Treasury and the Post Office.
I do not think too highly of omnibus bills or riders.
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In the second place, being what you might call a mountaineer, a
country boy, I hope I will never get to the point where I think a
billion dollars is a small amount of money, and if this Congress ever
gets to the point where it can add a billion dollars to any item without
any hearings, it means it is not too long before we are going to run
out of dollars.
We cannot put a billion dollars here, a billion dollars there, and

everywhere without any hearings and keep the supply in hand.
Now, the Senator from Louisiana has touched upon a point which is

undoubtedly true, that we are going back to a period of 20 years ago
when we were moving into an overall program of international
cooperation.

LEAGUE OF NATIONS AND UNITED NATIONS EXPERIENCES

Now I was a believer in the League of Nations. I was sorry we did
not go into it, although afterward it proved ineffectual. Mussolini
moved into Ethiopia. Hitler moved into Austria.
There was no power to step in. At the end of World War II we

said, "We will have a league and put some teeth in it." We went out
to San Francisco in April to draft a United Nations Charter and, un-
fortunately, we were afraid that if we put the teeth in it to stop
aggression, some little nation might suck us into a war that we
did not want to be in.
We wrote in there that certain other nations would be members of

the council, each with a veto power of using the teeth. Russia has
exercised that veto power 108 times, and the teeth of the United
Nations are just plain gums. They won't bite anybody.
I read in the paper today that the United Nations is gradually un-

raveling, and I have previously heard that the 19 nations that we
helped to create in darkest, Africa now have the balance of power
in the General Assembly. Some of those tribes cannot read and write
and they have a vote equal to us in the United Nations.

AGENCIES ENGAGING IN 1945 IN INTERNATIONAL FINANCING

But to come back to the program of 20 years ago. Mr. Chairman,
I ask unanimous consent to have printed in the record a chart en-
titled "U.S. and International Agencies Engaged in Overseas Credit
and Financing Operations," and a copy of the latest, Treasury state-
ment indicating the condition of various financial accounts.
Senator HAYDEN. That shall be done.
(The chart referred to follows:)
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BRM ION WOODS AGREEMENTS ACT

Senator ROBERTSON. I also ask to have placed in the record the act
of 1945 that created the International Monetary Fund to show what its
powers were.
(The act referred to follows:)

[PUBLIC LAW 171-79TH CONGRESS]

[CHAPTER 339-1sT SESSION]

[H.R. 3314]

An Act to provide for the participation of the United States in the International, Monetary
Fund and the International Bank for Reconstruction and Development

Be it enacted by the Senate and House of Representatives of th,e United States
of America in Congress assembled,

SHORT TITLE

SEcTioN 1. This Act may be cited as the "Bretton Woods Agreements Act".

ACCEPTANCE OF MEMBERSHIP

SEC. 2. The President is hereby authorized to accept membership for the
United States in the International Monetary Fund (hereinafter referred to as the
"Fund"), and in the International Bank for Reconstruction and Development
(hereinafter referred to as the "Bank"), provided for by the Articles of Agree-
ment of the Fund and the Articles of Agreement of the Bank as set forth in the
Final Act of the United Nations Monetary and Financial Conference dated July
22, 1944, and deposited in the archives of the Department of State.

APPOINTMENT OF GOVERNORS, EXECUTIVE DIRECTORS, AND ALTERNATES

SEC. 3. (a) The President, by and with the advice and consent of the Senate,
shall appoint a governor of the Fund who shall also serve as a governor of the
Bank, and an executive director of the Fund and an executive director of the
Bank. The executive directors so appointed shall also serve as provisional execu-
tive directors of the Fund and the Bank for the purposes of the respective Articles
of Agreement. The term of office for the governor of the Fund and
of the Bank shall be five years. The term of office for the executive directors
shall be two years and the excutive directors shall remain in office until their
successors have been appointed.
(b) The President, by and with the advice and consent of the Senate, shall

appoint an alternate for the governor of the Fund who shall also serve as alter-
nate for the governor of the Bank. The President, by and with the advice and
consent of the Senate, shall appoint an alternate for each of the executive direc-
tors. The alternate for each executive director shall be appointed from among
individuals recommended to the President by the executive director. The terms
of office for alternates for the governor and the executive directors shall be
the same as the terms 'specified in subsection (a) for the governor and executive
directors.
(c) No person shall he entitled to receive any salary or other compensation

from the United States for services as a governor, executive director, or alternate.

NATIONAL ADVISORY COUNCIL ON INTERNATIONAL MONETARY AND FINANCIAL
PROBLEMS

SEC. 4. (a) In order to coordinate the policies and operations of the representa-
tives of the United States on the Fund and the Bank and of all agencies of the
Government which make or participate in making foreign loans or which engage
in foreign financial, exchange or monetary transactions, there is hereby estab-
lished the National Advisory Council on International Monetary and Financial
Problems (hereinafter referred to as the "Council"), consisting of the Secretary
of the Treasury, as Chairman, the Secretary of State, the Secretary of Com-
merce, the Chairman of the Board of Governors of the Federal Reserve System,
and the Chairman of the Board of Trustees of the Export-Import Bank of
Washington.

z
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(b) (1) The Council, after consultation with the representatives of the United
States on the Fund and the Bank. shall recommend to the President general
policy directives for the guidance of the representatives of the United States
on the Fund and the Bank.
(2) The Council shall advise and consult with the President and the represent-

atives of the United States on the Fund and the Bank on major problems arising
in the administration of the Fund and the Bank.
(3) The Council shall coordinate, by consultation or otherwise, so far as

practicable, the policies and operations of the representatives of the United
States on the Fund and the Bank, the Export-Import Bank of Washington and
all other agencies of the Government to the extent that they make or participate
in the making of foreign loans or engage in foreign financial, exchange or mone-
tary transactions.
(4) Whenever, under the Articles of Agreement of the Fund or the Articles

of Agreement of the Bank, the approval, consent or agreement of the United
States is required before an act may be done by the respective institutions, the
decision as to whether such approval, consent, or agreement, shall be given or
refused shall (to the extent such decision is not prohibited by section 5 of this
Act) be made by the Council, under the general direction of the President. No
governor, executive director, or alternate representing the United States shall
vote in favor of any waiver of condition under article V, section 4, or in favor
of any declaration of the United States dollar as a scarce currency under article
VII, section 3, of the Articles of Agreement of the Fund, without prior approval
of the Council.
(5) The Council from time to time, but not less frequently than every six

months, shall transmit to the President and to the Congress a report with respect
to the participation of the United States in the Fund and the Bank.
(6) The Council shall also transmit to the President and to the Congress

special reports on the operations and policies of the Fund and the Bank, as
provided in this paragraph. The first report shall be made not later than two
years after the establishment of the Fund and the Bank, and a report shall be
made every two years after the making of the first report. Each such report
shall cover and include: The extent to which the Fund and the Bank have
achieved the purposes for which they were established; the extent to which the
operations and policies of the Fund and the Bank have adhered to, or departed
from, the general policy directives formulated by the Council, and the Council's
recommendations in connection therewith: the extent to which the operations
and policies of the Fund and the Bank have been coordinated, and the Council's
recommendations in connection therewith; recommendations on whether the re-
sources of the Fund and the Bank should be increased or decreased; recommenda-
tions as to how the Fund and the Bank may be made more effective; recommenda-
tions on any other necessary or desirable changes in the Articles of Agreement of
the Fund and of the Bank or in this Act; and an over-all appraisal of the extent
to which the operations and policies of the Fund and the Bank have served, and
in the future may be expected to serve, the interests of the United States and the
world in promoting sound international economic cooperation and furthering
world security.
(7) The Council shall make such reports and recommendations to the President

as he may from time to time request, or as the Council may consider necessary to
more effectively or efficiently accomplish the purposes of this Act or the purposes
for which the Council is created.
(c) The representatives of the United States on the Fund and the Bank, and

the Export-Import Bank of Washington (and all other agencies of the Govern-
ment to the extent that they make or participate in the making of foreign loans
or engage in foreign financial, exchange or monetary transactions) shall keep the
Council fully informed of their activities and shall provide the Council with such
further information or data in their possession as the Council may deem necessary
to the appropriate discharge of its responsibilities under this Act.

CERTAIN AS NOT TO BE TAKEN WITHOUT AUTHORIZATION

SEC. 5. Unless Congress by law authorizes such action, neither the President
nor any person or agency shall on behalf of the United States (a) request or
consent to any change in the quota of the United States under article III, section
2, of the Articles of Agreement of the Fund; (b) propose or agree to any change
in the par value of the United States dollar under article VI, section.5, or article
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XX, section 4, of the Articles of Agreement of the Fund, or approve any general
change in par values under article IV, section 7; (c) subscribe to additional
shares of stock under article II, section 3, of the Articles of Agreement of the
Bank; (d) accept any amendment under article XVII of the Articles of Agree-
ment of the Fund or article VIII of the Articles of Agreement of the Bank; (e)
make any loan to the Fund or the Bank. Unless Congress by law authorizes
such action, no governor or alternate appointed to represent the United States
shall vote for an increase of capital stoek of the Bank under article II, section
2, of the Articles of Agreement of the Bank.

DEPOSITORIES

SEC. 6. Any Federal Reserve bank which is requested to do so by the Fund
or the Bank shall act as its depository or as its fiscal agent, and the Board of
Governors of the Federal Reserve System shall supervise and direct the carry-
ing out of these functions by the Federal Reserve banks.

PAYMENT OF SUBSCRIPTIONS

SEC. 7.(a) Subsection (c) of section 10 of the Gold Reserve Act of 1934, as
amended (U.S.C., title 31, sec. 822a), is amended to read as follows:
"(c) The Secretary of the Treasury is directed to use $1,800,000,000 of the

fund established in this section to pay part of the subscription of the United
States to the International Monetary Fund; and any repayment thereof shall be
covered into the Treasury as a miscellaneous receipt."
(b) The Secretary of the Treasury is authorized to pay the balance of

$950,000,000 of the subscription of the United States to the Fund not provided
for in subsection (a) and to pay the subscription of the United States to the
Bank from time to time when payments are required to be made to the Bank.
For the purpose of making these payments, the ,Secretary of the Treasury is au-
thorized to use as a public-debt transaction not to exceed $4,125,000,000 of the
proceeds of any securities hereafter issued under the Second Liberty Bond Act,
as amended, and the purposes for which securities may be issued under that Act
are extended to include such purpose. Payment under this subsection of the
subscription of the United States to the Fund or the Bank and repayments thereof
shall be treated as public-debt transactions of the United States.
(c) For the purpose of keeping to a minimum the cost to the United States of

participation in the Fund and the Bank, the Secretary of the Treasury, after
paying the subscription of the United to the Fund, and any part of the sub-
scription of the United States to the Bank required to be made under article
II, section 7(1), of the Articles of Agreement of the Bank, is authorized and
directed to issue special notes of the United States from time to time at par
and to deliver such notes to the Fund and the Bank in exchange for dollars to
the extent permitted by the respective Articles of Agreement. The special notes
provided for in this subsection shall be issued under the authority and subject
to the provisions of the Second Liberty Bond Act, as amended, and the purposes
for which securities may be issued under that Act are extended to include the
purposes for which special notes are authorized and directed to be issued under
this subsection, but such notes shall bear no interest, shall be non-negotiable
and shall be payable on demand of the Fund or the Bank, as the case may be.
The face amount of special notes issued to the Fund under the authority of this
subsection and outstanding at any one time shall not exceed in the aggregate the
amount of the subscription of the United States actually paid to the Fund, and
the face 'amount of such notes issued to the Bank and outstanding at any one time
shall not exceed in the aggregate the amount of the subscription of the United
States actually paid to the Bank under article II, section 7(i), of the Articles
of Agreement of the Bank.
(d) Any payment made to the United 'States by the Fund or the Bank as a

distribution of net income shall be covered Into the Treasury as a miscellaneous
receipt.

OBTAINING AND FURNISHING INFORMATION

SEC. 8. (a) Whenever a request is made by the Fund to the United States
as a member to furnish data under article VIII, section 5, of the Articles of
Agreement of the Fund, the President may, through any agency he may desig-
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nate, require any person to furnish such information as the President may
determine to be essential to comply with such request. In making such deter-
mination the President shall seek to collect the information only in such detail
as is necessary to comply with the request of the Fund. No information so
acquired shall be furnished to the Fund in such detail that the affairs of any
person are disclosed.
(b) In the event any person refuses to furnish such information when re-

quested to do so, the President, through any designated governmental agency,
may by subpoena require such person to appear and testify or to appear and
produce records and other documents, or both. In case of contumacy by, or
refusal to obey a subpoena served upon any such person, the district court for
any district in which such person is found or resides or transacts business, upon
application by the President or any governmental agency designated by him,
shall have jurisdiction to issue an order requiring such person to appear and
give testimony or apear and produce records and documents, or both; and any
failure to obey such order of the court may be punished by such court as a
contempt thereof.
(c) It shall be unlawful for any officer or employee of the Government,

or any advisor or consultant to the Government, to disclose, otherwise than in
the course of official duty, any information obtained under this section, or
to use any such information for his personal benefit. Whoever violates any
of the provisions of this subsection shall, upon conviction, be fined not more
than $5,000, or imprisoned for not more than five years, or both.
(d) The term "person" as used in this section means an individual, partner-

ship, corporation or association.

FINANCIAL TRANSACTIONS WITH FOREIGN GOVERNMENTS IN DEFAULT

SEC. 9. The Act entitled "An Act to prohibit financial transactions with any
foreign government in default on its obligations to the United States", approved
April 13, 1934 (U.S.C., title 31, sec. 804a), is amended by adding at the end thereof
a new section to read as follows:
"SEC. 3. While any foreign government is a member both of the International

Monetary Fund and of the International Bank for Reconstruction and Develop-
ment, this Act shall not apply to the sale or purchase of bonds, securities, or
other obligations of such government or any political subdivision thereof or of
any organization or association acting for or on behalf of such government
or political subdivision, or to the making of any loan to such government, politi-
cal subdivision, organization, or association."

JURISDICTION AND VENUE OF ACTIONS

SEC. 10. For the purpose of any action which may be brought within the United
States or its Territories or possessions by or against the Fund or the Bank in
accordance with the Articles of Agreement of the Fund or the Articles of Agree-
ment of the Bank, the Fund or the Bank, as the case may be, shall be deemed
to be an inhabitant of the Federal judicial district in which its principal office
in the United States is located, and any such action at law or in equity to which
either the Fund or the Bank shall be a party shall be deemed to arise under the
laws of the United States, and the district courts of the United States shall have
original jurisdiction of any such action. When either the Fund or the Bank is
a defendant in any such action, it may, at any time before the trial thereof,
remove such action from a State court into the district court of the United States
for the proper district by following the procedure for removal of causes other-
wise provided by law.

STATUS, IMMUNITIES, AND PRIVILEGES

SEC. 11. The provisions of article IX, sections 2 to 9, both inclusive, and the
first sentence of article VIII, section 2 (b), of the Articles of Agreement of the
Fund, and the provisions of article VI, section 5 (i), and article VII, sections 2
to 9, both inclusive, of the Articles of Agreement of the Bank, shall have full
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force and effect in the United States and its Territories and possessions upon
acceptance of membership by the United States in, and the establishment of, the
Fund and the Bank, respectively.

STABILIZATION LOANS BY THE BANK

SEC. 12. The governor and executive director of the Bank appointed by the
United States are hereby directed to obtain promptly an official int.rpretation

by the Bank as to its authority to make or guarantee loans for programs of
economic reconstruction and the reconstruction of monetary systems, including
long-term stabilization loans. If the Bank does not interpret its powers to

include the making or guaranteeing of such loans, the governor of the Bank
representing the United States is hereby directed to propose promptly and sup-
port an amendment to the Articles of Agreement for the purpose of explicitly
authorizing the Bank, after consultation with the Fund, to make or guarantee
such loans. The President is hereby authorized and directed to accept an
amendment to that effect on behalf of the United States.

STABILIZATION OPERATIONS BY THE FUND

SEC. 13. (a) The governor and executive director of the Fund appointed by
the United States are hereby directed to obtain promptly an official interpreta-
tion by the Fund as to whether its authority to use its resources extends beyond
current monetary stabilization operations to afford temporary assistance to
members in connection with seasonal, cyclical, and emergency fluctuations in the
balance of payments of any member for current transactions, and whether it has
authority to use its resources to provide facilities for relief, reconstruction, or

armaments, or to meet a large or sustained outflow of capital on the part of

any member.
(b) If the interpretation by the Fund answers in the affirmative any of the

questions stated in subsection (a), the governor of the Fund representing the

United States is hereby directed to propose promptly and support an amend-

ment to the Articles of Agreement for the purpose of expressly negativing such

interpretation. The President is hereby authorized and directed to accept an

amendment to that effect on behalf of the United States.

FURTHER PROMOTION OF INTERNATIONAL ECONOMIC RELATIONS

SEC. 14. In the realization that additional measures of international economic
cooperation are necessary to facilitate the expansion and balanced growth of
international trade and render most effective the operations of the Fund and the
Bank, it is hereby declared to be the policy of the United States to seek to bring
about further agreement and cooperation among nations and international bodies,
as soon as possible, on ways and means which will best reduce obstacles to and
restrictions upon international trade, eliminate unfair trade practices, promote

mutually advantageous commercial relations, and otherwise facilitate the expan-

sion and balanced growth of international trade and promote the stability of

international economic relations. In considering the policies of the United States

in foreign lending and the policies of the Fund and the Bank, particularly in

conducting exchange transactions, the Council and the United States, representa-
tives on the Fund and the Bank shall give careful consideration to the progress
which has been made in achieving such agreement and cooperation.
Approved July 31,1945.
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CREATION OF ADDITIONAL INTERNATIONAL FINANCING AGENCIES

While we created the Export-Import Bank in 1934, a recent report
says it did not begin to function on its present scale until 1945. Then
what do we have in the way of international finance. Export-Import
Bank, Agency for International Development—that started out as
the Marshall plan—and the aura of that name lost some of its appeal,
and now we have changed its name. Now it is called AID.
The International Monetary Fund, International Bank, Interna-

tional Finance Corporation, International Development Association,
Inter-American Development Bank, Special Inter-American Fund
for Social Progress.
We have them all, don't we?
Mr. DEMING. Yes, sir.
Senator ROBERTSON. And they all primarily date back to a plan

we had in 1945 when we were going to try to develop a better world.
We were going to have a world that was dedicated to peaceful co-
operation, and we were going to make out of our blessings due to a
system of private enterprise, funds available to develop themselves on
the assumption that, if they got a little richer, they would act a little
better—would be a little more friendly with each other and with us.
So when it came to the International Monetary Fund—and it was

a sound concept—we very generously agreed that our wealth and
production, being equal to one-fourth of the entire world, we said
we will handle one-fourth of this bill, and we have been handling it
ever since.
Mr. DEMING. Although our original share in the total Fund quotas

was more than 30 percent, our share for the total at present is about
26 percent.

Senator ROBERTSON. One-fourth. This bill has a fourth.
Mr. DEMING. That is correct, Senator. Our quota is to be increased

by one-fourth, which will leave our share in total fund quotas also
about 25 percent.

BORROWING POWER OF FOREIGN COUNTRIES THROUGH EXPORT-IMPORT BANK

Senator ROBERTSON. Then we gave the Export-Import Bank to help
people buy here and to help us sell abroad, mostly to export, we gave
them a borrowing power of $6 billion.

Senator ELLENDER. It is more than that now. I think it is in ex-
cess of $9 billion.
Senator ROBERTSON. The Export-Import Bank?
Senator ELLENDER. Yes.
Senator ROBERTSON. We changed it last year, but I forget the figure.
Senator ELLENDER. $9 billion. I remember it.

RELEASE OF DOLLARS IN EXCHANGE FOR GOLD SUPPLY DRAINAGE

Senator ROBERTSON. We have turned so many dollars loose in the
world on the theory that there was a dollar shortage, and if we made
dollars available, everybody could buy what they needed and they
would be prosperous as we would be prosperous.
It started to come back to us in a drain in our gold supply. The

Export-Import Bank made loans. The International Bank made
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loans, and loans that were no good we handled under our foreign aid
program. That total, loan and gifts, amounts to how much since the
T "liked Nations Charter was ratified?
Mr. DEMING. I don't have that figure.
Senator ROBERTSON. Well over $110 billion and we are going to ap-

prove soon a continuation of it. Notwithstanding this serious balance-
of-payments problems, the pending foreign aid program amounts to
almost as much as the entire expenses of our Government when I was
elected to Congress in 1932.
At that time we appropriated $4 billion. Now we are going to appro-

priate nearly $3.5 billion for foreign aid alone, and soon much more
than that.
This is all tied in. As I say, this was just a little too much of a prob-

lem for one of our subcommittees to handle. It is just a little too much
for me to say that $1 billion did not make too much of a difference,
more or less.
"Let us throw it in and not have any hearings or anything else." So I

respectfully say for your Chief to ask the full committee to hear it and
please come up and give us your justification. We won't ask any ad-
verse witnesses to come, if any, because of course Congress approved
the general principle.
But we need to realize that this all ties into the general scope of a

better world and it has not quite worked out like we hoped it would.
I had planned to ask a few questions about what we do when a

nation does not pay, but I do not believe it is necessary—how much
drain this is going to be on our gold supply, one thing or another.
Eventually we have to go in full.

MORE TIMELY ADMINISTRATION FUTURE ACTION REQUESTED

Next time I hope the administration will start in time and not wait
until an immediate demand faces them. Send the administration bill
up here and let the chairman of this committee introduce it either as
his bill or by request, and then we will have full hearings on what is
involved.
That is all.

FUND ORIGINAL QUOTAS AND INCREASES OF ALL MEMBERS

• Senator ELLENDER. I wonder if we could have the witness put in the
record at this point the figures showing the gradual increase of this
fund. This is the third time, I think.
Mr. DEMING. This is the second time for a general quota increase.

It is in the report of the National Advisory Council, and it would be
• easy to put in the record.
(The information referred to appears on p. 6.)
Senator ELLENDER. Also put in the record contribution made by all

those who belong to it, particular)y our rich friends from Western
Europe. They are now in a better position than we were when this
thing started.
They have gone up, we have gone a little down, but I presume that the

percentage of contribution remains the same.
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(The data referred to follows:)

Present International Monetary Fund quotas 2 and proposed quota increases
[In thousands of U.S. dollars]

Member country
Present
quotas I

Proposed
quota

increases

Total 16, 092,750 21,046, 000

Afghanistan 22, 500 29,000Algeria 60,000 75,000Argentina 280,000 350,000Australia 400,000 500,000Austria 75,000 2 175. 000Belgium 337,500 422,000Bolivia 22, 500 29,000Brazil 280,000 350,000Burma 30,000 38,000Burundi 11,250 15,000Cameroon 15,000 19,000Canada 550,000 2 740,000Central African Republic 7, 500 10,000Ceylon 62,000 78, 000Chad 7,500 10,000Chile 100,000 125, 000China 550,000 690,000Colombia 100,000 125,000Congo (Brazzaville) 7,500 10,000Congo (Leopoldville) 45,000 57,000Costa Rica 20,000 25,000Cyprus 11,250 15,000Dahomey 7,500 10,000Denmark 130, 000 163, 000Dominican Republic 25, 000 32,000Ecuador 20, 000 25,000El Salvador 20,000 25,000Ethiopia  15,000 19,000Finland 57,000 2 125, 000France 787, 500 985,000Gabon 7, 500 10,000Germany, Federal Republic of 787, 500 2 1,200, 000Ghana 55,000 69, 000Greece 60,000 2 100, 000Guatemala 20,000 25,000
Guinea 15,000 19,000Haiti 11, 250 15,000Honduras 15,000 19,000Iceland 11,250 15,000
India 600, 000 750,000Indonesia 165,000 207, 000Iran 70,000 2 125, 000Iraq 55,000 69, 000Ireland 45,000 2 80, 000Israel 50, 000 2 90,000Italy 500, 000 625,000Ivory Coast 15,000 19,000Jamaica 20, 000 25,000Japan 500, 000 2 725, 000Jordan 11, 250 15,000
Kenya 25, 000 32,000
Korea 18, 750 24,000Kuwait 50,000 63,000Laos 7, 500 10,000Lebanon  6, 750 9,000Liberia 11,250 15,000Libya 15,000 19,000Luxembourg 15,000 19,000Malagasy Republic 15,000 19,000Malaysia 100,000 125.000Mali 13,000 17, 000Mauritania 7, 500 10,000
Mexico 180, 000 2 270, 000Morocco 52, 500 66, 000
Nepal 7, 500 10, 000Netherlands 412, 500 520, 000New Zealand 125, 000 157, 000
Nicaragua 11,250 15, 000Niger 7, 500 10, 000Nigeria 50, 000 63, 000Norway 100,000 2 150, 000Pakistan  150, 000 188, 000
See footnotes at end of table, p. 32.
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Present International Monetary Fund quotas 1 and proposed quota increases-Con.

[In thousands of U.S. dollars]

Member country
Present
quotas 1

Proposed
quota

increases

Panama 
Paraguay  
Peru 
Philippines 
Portugal  
Rwanda _  

11,250
11, 250
37, 500
75,000
60, 000
11,250

2

15,000
15, 000
47, 000
110, 000
75, 000
15,000

Saudi Arabia 72, 000 90, 000

Senegal 25, 000 32, 000

Sierra Leone 11, 250 15,000

Somalia  11,250 15,000

South Africa_ 150,000 2 200, 000

Spain 150,000 2 250, 000

Sudan 45, 000 57, 000

Sweden_  150, 000 2 225, 000

Syrian Arab Republic 30, 000 38, 000

Tanzania 25, 000 32, 000

Thailand 76, 000 95, 000

Togo 11,250 15,000

Trinidad and Tobago 20,000 25, 000

Tunisia 22, 500 29, 000

Turkey 86,000 108, 000

Uganda  25, 000 32,000

United Arab Republic 120,000 150,000

United Kingdom 1,950, 000 2,440, 000

United States 4,125, 000 5,160, 000

Upper Volta 7,500 10,000

Uruguay 30, 000 38, 000

Venezuela 150, 000 2 250, 000

Vietnam 22, 500 29, 000

Yugoslavia 120,000 150,000

1 As of Feb. 26, 1965.
2 Including special increases totaling 8870,000,000.

Source: International Monetary Fund.

SPECIAL REPORT ON FRANCE

Senator ROBERTSON. We also would like to have a special report on

modern France. Have they paid their World War I or World War
II debts, but are they hooking us for gold every time they turn around?
Mr. DEMING. I agree with you on World War I debts, but they have

prepaid their World War II debts.
Senator ROBERTSON. Just World War I.
Mr. DEMING. Yes.
Senator ROBERTSON. They still owe us money we loaned them on the

Marshall plan?
Mr. DEMING. They are current on those payments and have prepaid.
(The report referred to follows:)

The World War I indebtedness of the Government of France due and unpaid

as of June 30, 1964, was $4,497 million. Unmatured principal was $1,959

Insofar as French World War II and postwar debt is concerned, obligations

of the Government of France to the U.S. Government as of December 31, 1964,

included $178.6 million under the Export-Import Dank lend-lease termination

loan of 1945, $212.6 million on the lend-lease settlement of 1946, $201.5 million

on the surplus property settlement of 1946, and approximately $4 million on

loans made from the French franc counterpart of U.S. aid to France for the

development of basic material projects in Morocco, Algeria, and Mauritania. The

total obligation of the French Government (excluding World War I debts) was

thus approximately $597 million.
The French have been servicing debts incurred after World War II regularly

and have paid approximtaely $630 million in advance of the due dates.
French purchases of gold this year have been either the periodic type of ad-

justment of their reserve position which they made in both 1962 and 1963 or
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purchases in keeping with their announcement in January of their intention to
convert further accumulations of dollars into gold on a regular basis. The
French have indicated that they intend to hold only the dollars which they
need for working balances and to cover their dollar-denominated debt. The
recent special purchases have reduced French dollar holdings—acquired by the
Bank of France from French residents who in turn obtained them in the course
of normal commercial transactions between France and the rest of the world—to
about $1 billion; $300 million to $400 million might be considered an adequate
working balance. The outstanding debt of the French Government in U.S.
dollars and to Canada (excluding World War I debts) is about $700 million.

GOLD QUOTA PAYMENT EFFECTUATION

Senator BARTLETT. Mr. Secretary, I am not quite clear on this gold.
Is there a physical transfer?
Mr. I)EmiNo. A physical transfer in this sense. The gold will be

put in the International Monetary Fund compartment at the Federal
Reserve Bank of New York.
Senator BARTLETT. The actual gold?
Mr. DEMING. The actual gold, so that it is physically transferred,

but it stays in the same building you might say.
Senator ELLENDER. But we do not have possession of it. It is just

like the rest that we lost in the last 7 or 8 years. It is all in the
hands of our rich friends from Western Europe.
Senator BARTLETT. There are several ways we can increase our sup-

ply of gold, of course.
Senator ROBERTSON. Let the Yukon pan us a little more.
I have no further questions.
Chairman HAYDEN. Thank you for your appearance.
Mr. DE1VIING. Thank you, sir.

JUSTIFICATION

Chairman HAYDEN. The justification will be placed in the record
at this point.
( The justification follows:)

"FUNDS APPROPRIATED TO THE PRESIDENT

"INTERNATIONAL MONETARY FUND

"Increase in Quota, International Monetary Fund

"To finance an increase in the quota of the United States in the International
Monetary Fund, $1,035,000,000 to be available from June 2, 1965, and to remain
available until expended."

INCREASE IN QUOTA; INTERNATIONAL MONETARY FUND

Program and financing

[In thousands of dollars]

1965
actual

1965
estimate

1965
estimate

Program by activities: Increase in quota in International
Monetary Fund  1, 035, 000 1, 035, 000

Financing: New obligational authority (appropriation) 1, 035, 000 1,035, 000

Relation of obligations to expenditures:
Total obligations (affecting expenditures) 1, 035, 000 1, 035, 000
Obligated balance, start of year 
Obligated balance, end of year —776,250 —776,250

Expenditures 258, 750 258,750
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JUSTIFICATION

The Articles of Agreement of the International Monetary Fund were formu-
lated at the Bretton Woods Conference in 1944. The Bretton Woods Agree-
ments Act of 1945 (59 Stat. 512, as amended, 22 U.S.C. 286) authorized the
President to accept membership in the Fund. As of May 15, 1965, the Fund had
102 members with total quotas of almost $16 billion. The Fund provides medium-
term credit repayable in 3 to 5 years in convertible currencies or gold. It is a
mutual financing agency from which members may draw foreign currencies to
gain time for correcting their balance-of-payments situation without taking
measures adversely affecting other countries.
Since February 1964, the United States has drawn $600 million in foreign

currencies from the Fund. As of May 15, 1965, its net obligation to the Fund
amounts to about $330 million since other countries have drawn the difference
in dollars from the Fund during the same period. In earlier years, when the
U.S. balance-of-payments position was strong, foreign countries borrowed dollars
through the Fund in large volume. As foreign countries made net dollar repay-
ments in the period 1957-63 the Fund absorbed more than $1 billion in dollars
from foreign countries, thus easing our international financing problems and
obviating calls on the U.S. gold stock.
The present U.S. quota in the Fund is $4,125 million, one-fourth of which the

United States has paid in gold. Section 7(a) of the Bretton Woods Agreements
Act (59 Stat. 514) provided for the payment of $1.8 billion of the U.S. original
subscription of $2,750 million from the fund established by section 10(c) of the
Gold Reserve Act of 1934 (48 Stat. 341, as amended, 31 U.S.C. 822(a) ). Section
7(b) of the Bretton Woods Agreements Act provided that the remainder of the
subscription, amounting to $950 million, be paid from the proceeds of securities
issued under the Second Liberty Bond Act, as amended, as a public debt trans-
action. A 50-percent increase in the U.S. quota amounting to $1,375 million was
authorized by the act of June 17, 1959 (73 Stat. 80, 22 U.S.C. 286e-1), which
also authorized payment of the subscription from the proceeds of public debt
transactions.

Authorizing legislation for this quota increase for which appropriation is
requested was passed by the House of Representatives on April 27, 1965, and
the Senate on May 24, 1965, thus completing congressional action. The in-
creased U.S. subscription, amounting to $1,035 million, is part of a program
calling for a general increase of 25 percent for all members and larger increases
for 16 members; $259 million of our subscription will be paid in gold. In return
for this payment the United States will receive a substantially equivalent re-
serve asset in the form of "gold tranche" automatic drawing rights on the Fund.
The balance of $776 million will be committed in the form of a letter of credit
to the Fund. This will not be drawn upon in the foreseeable future—that is
until sometime after the U.S. balance-of-payments position has been corrected
and present Fund dollar holdings, amounting to more than $3 billion, have been
used.

COMMITTEE RECESS

Chairman HAYDEN. The witness will be excused so that the commit-
tee may proceed into executive session.
(Whereupon, at 11 a.m. Thursday, June 3, 1965, the committee re-

cessed, to convene in executive session.)
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