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Form No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: December 22, 1965

FROM: Andrew M. Kanarck

SUBJECT: Collaboration in Fund Staff Papers

Mr. rorsefield, the Editor of the Fund, came to see me again on
xecember 8, 196. We spoke about the possibility of Bank staff collab-

oration in the 4und Staff Papers. I told Mr. orsefield that I thought
there is no reason for us not to cooperate in allowing Bank econoists
to contribute papers for publication to Fund Staff Papers; as a matter
of fac-, this had been done at various times in the past. I saw no
reason wn i it could not continue. As far as having Bank participation
in the [ditoriai Committa on the Fund Staff Papers, I did not think
this made sense since the publication would still be 'Fund Staff
Papers". However, if the und Staff Papers cecame a joint publica-
tion, the situation might be quite different. Mr. ilorsefield said
that he was not, of course, authorized to make this sort of agreement
and that he would have to c:eck before he could discuss suen an idea.

In the meantime, he said that if he gets any papers from the
Bank he would like to have somebody in the Bank with whom he could
check to make sure that it did not go against Bank polic-. I suggested
that he use Mr. Latimer as his contact and Mr. Latimer would see that
he got the requisite clearance.

cc: Mr. Latimer
Mr. Friedman
Mr. Hoffman

AMK/vhw
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MICHAEL L. HOFFMAN



. Office Memorandum

TO Mr. Demuth DATE December 17, 1965

FROM Frank A. Southard, Jr.

SUBJECT Joint Statement on Fund/Bank Collaboration

I am sending to you herewith a copy of the draft joint statement

on Fund/Bank collaboration on which a few changes have been made following

discussion in the Fund Staff Committee.

The principal changes are in paragraphs 2 and 4. As for paragraph

2, the more we reflected on the effort in the earlier draft to specify the

matters which are of "primary concern to each institution", the less we liked

the result. You will note that the new draft abandons any effort at specifi-

cation, but retains the idea. As for paragraph 4, we had some difficulty in

distinguishing between making our reports available to the Bank management and

staff and making them available to the Bank's Executive Board. We suspect

that the former is the more important in actual practice, and it would be

covered by the reference to "existing procedures". The next sentence would

involve, in the Fund, action by our Executive Board.

t should be glad to discuss this draft with you at your convenience.

I am going to be away from Washington from December 23 through January 4.

Possibly we could meet in your office or mine at 3:00 p.m., December 21, if

you feel that a meeting is necessary to discuss some points.

ce. ic.- lo; 0an
Mr. 'letbard



The Fun and th Bank hav cooperated close y on a a ge number of

-i .a-

At

11 asior Z

is R L It Lp 1,

~e C

1

e a : n n e s

IJ~t1 (' U 1 Th

( ) ( ~A hiXC

1 ' IL~.n II -O C C'

n2 res O2 1



lw , 1 1 P I

C CM

02 raqws Dain OW in, n±P2L>Y

ZATS n Ea en -

misin ALPa

.1 LO; ASP' O>H 1no <h o. i

'1 w LPI L>, 1w .,L i' cm, r in

iis v 150 & T

will I 1 ~ rA

1.0 c 30.

in Suc ECUSS

-. v~ inji at

- - - T - - T

K C '6

A 3 S 1'K All,,' v

SS C LIL K SI1-

,iP uI ' -1A' '1 ) 1I i * P ,O 'A

liiE'. Lyp'' 1 On OT COD - •0.' ~

,K ,K, ,



-AL a 1

.WK. s LC

...

- - -

u -

1.~

-4 -4 s-- --r - 4 )

-4 - 4 4 1 -. - -



-. s - - - -

V 4 Al 'V

- * -- -y- . w--..

a-'



INTERNATIONAL MONETARY FUND
C9 6 WASHINGTON. D. C 20431

NT RFUN}

December 13, 1965

MEMORANDUM

TO: Mr. Mendels

FROM: Roman L. Horne

SUBJECT: Exchange of Information on Staff Travel

This memorandum, together with yours of December 8,1965, and mine of November 12, 1965, may, I think, be consid-
ered as completing the arrangements for the exchange of
information on staff travel.

On receipt of your memorandum, I have issued instruc-
tions for regular delivery to you, beginning January 1, 1966,of the semi-annual and monthly memoranda on travel referred toin our notes.

We would similarly appreciate receiving 40 copies ofthe Bank documents mentioned in your memorandum of December 8,1965. These can be delivered directly to the Documents Officer,Records Division, Secretary's Department, Room 211.
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(1) I~JSi±Ona o' &D oconomic natur, aucn as ission~ to .stud;r
tM acozac, to review the current economic stion, or to

: 2J i o n L r r

(za iner.Ltond tn recos- me niner et ariande to~nt

can~o ~ ~sdicri10 mr wIc aud parmin taa

u a r ancrad

or c on t fne d,

.m-icbN/ ;tZ urhoIu i th nh r Cw~o cart .m aCparreit iem o

iL /d. 1Awe a11 0 n h nube OJ co utnede mhu e o~lI whoei
muu ie vrwrI.

4er. utonp

*r. trmna



Form No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTEPNA-IONAL FI NANCF
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT . r P O ORATION

OFFICE MEMORANDUM
TO: Mr. R. H. Demuth DATE: DecemJFe+3

FROM: Andrew M. Kamarck CLA~tr

SUBJECT: Fund/Bank Collaboration

I don't know whether the draft joint statement on Bank/Fund
collaboration is still open for changes but, in any case, for any
future use and your information on these matters:

Our "fiscal" work mostly covers a field which is different
from the "fiscal" work of the Fund. Our "fiscal" work is oriented
towards the problems of the public investment sector; this includes
making a comprehensive analysis of this sector's expenditures as well
as of its financing. The Fund is more concerned with regular Ministry
of Finance problems, including budgetary techniques, methods of hand-
ling funds, etc.

In addition to being in close contact with the Fund people in
this field, some of the other collaboration in the general economic
work is: The Fund with its one commodities expert works closely with
our commodities group; Mr. Goor and our programmers work closely with
the model-builders and programmers of the Fund, the external debt
work of the Fund relies on our data; we have just reached an agree-
ment with the Fund that we will collect and process the data for both
institutions on public issues and private placements of foreign bonds
and equities in the major capital markets. The Fund will cooperate
in solving any problems involved and assist in establishing categories
and definitions.

cc: Mr. Friedman
Mr. Hoffman

AMK/vhw



Mr. R. H. Demuth November 26,1965

G. M. Wilson

Fund/Bank Collaboration

I notice that your draft is strictly confined to "countries".
I imagine that this is deliberate but it is a pity that it does
not extend further into the field of economic studies e.g. debt
compensatory financing. Why do we not co-operate in these fields
too?

GMWilson/mh



Mr. J. Burke Knapp November 26, 1965

S. i. op

und/isarii: Gollaboration

enclos- a morandum 'rom Tibk Demuth together with
the draft joit statement attached to it. The statement is
vaguc enough to be innocuous and leaves the staff of both
institutions reasonably free to act in accordance with the
needs oI particular situations.

SRCope: mmr

IBRD
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OFFICE MEMORANDUM NOV4 REc

TO: Members of the President's Council DATE: November 24, 1)02

FROM: Richard H. D.Muth

SUBJECT: Fund/Bank Collaboration

The attached draft of a joint stataent on Fund/Bank Collaboration
to be transmtted to the respective oards has cmerged from discussions
between Messrs. Southard and Thorson on the Fund side and Mr. Hoffman
and mwself for the Bank. It is based essentially on the Fund's proposals
which were attached to the memorandum which Mr. Southard sent to Mr. hnpp

on June 2, 16. I think the present draft represents a modest first

step toward formalizing some arrangements which may have a certain value

in themselves and which may help prepare the climate for more substantial
moves in the future. Mr. Southard is now proceeding to discuss this pa per
with appzopriate people in the Fund staff and wd th Mr. Schweitzer. I have

promised to do the same in the Bank.

I would hope that, since this is a joint document, changs would be

suggested from our side only if matters of ra- substance are involved,

cc: Mr . nap/Mr . Cope
Mr. Wilson
Mr. Aldewereld
Mv. Broches
Mr. Fri edman



November 2L, 1962

DRAFT OF A JOINT STATEMENT ON FUND/BANK COLLABORATICN
TO BE TRANSMITTED TO THE RESPECTIVE BOARDS

BY THE MANAGING DIRECTOR AND PRESIDEIT

Introduction

The Fund and the Bank have cooperated closely on a large number of

matters, and the need for close collaboration can be expected to increase.

With expanding knowledge of and experience with members, each institution

will have more interest in the implications which its work might have for

the work of the other. Proposals for improving collaboration between the

Fund and the Bank are therefore timely. The objective--besides the obvious

advantages of economies to be achieved by avoiding duplication of work,

both within the two institutions and on the part of member governments in

their dealings with the Bank and the Fund--should be to ensure that member

countries are receiving advice which is broadly based and consistent.

Basis for Collaboration

We have therefore reviewed the basis for collaboration and have con-

sidered ways in which collaboration may be extended.

1. Existing instructions call for the two staffs to maintain a close

and continuous contact at all levels. These contacts are designed to pro-

vide the opportunity to exchange (a) information of a factual nature;

(b) plans for sending missions; and (c) views on countries. The objective

is to achieve consistency of information and viewpoint at the staff level.

We have arranged, as one step, that Fund area economists will be invited to

meetings of the Bank Economic Committee when countries or regions in which

they are interested are to be reviewed.

2. Bank reports will continue to take account of fiscal, monetary

ad,4ei matters, just as Fund reports take account of production in

the various sectors of the economy and development plans. The staff of each

institution, however, attempts to the maximum degree to obtain basic infor-

mation on these matters from the other institution--so as to minimize



duplication of requests to the member. Also, in dealing with such matters,

each institution will seek to avoid making or implying evaluations incon-

sistent with what is acceptable to the other in discussions with member

countries or in documents which will reach them.

Methods of Collaboration in the Field

3. Each institution will be receptive to a request from the other to

have a staff member(s) accompany a specific field mission as observer(s),

provided that the member country concerned agrees. The observer would attend

sessions with officials of the member country, subject to determination by

the chief of mission, to whom he would be responsible during the mission.

The observer would be free to establish other contacts independently of the

mission relating to matters of special interest to his own institution. He

would not share any responsibility for preparation of the mission report.

It is recognized that, in view of the close and frequent contacts maintained

by both institutions with their members, it is not likely that either will

frequently request attachment of an observer to a mission initiated by the

other, but where the arrangement would result in significant economies it

will be encouraged.

4. In some cases it may prove appropriate and desirable, subject to

the agreement of the country concerned, to have parallel missions of both

institutions in the same country at the same time. In such cases, each

mission would collaborate with the other, to the maximum extent feasible.

They would participate in joint sessions with officials of the member country

wherever this seemed useful, although it is recognized that much of the time

each mission would have to have separate sessions with the government offi-

cials particularly concerned with matters covered by its terms of reference.



- 3 -

The report of each mission would be processed within its own institution

in the normal way and then would be made available to the other institution.

The-ung, however, any reserve the right to ipdicate that some or all of

its findings should be withheld from any &aek eporty particularly if the

report is intended for publication,

5. In lieu of parallel missions, on occasion a staff member(s) of one

institution may accompany a mission initiated by the other institution t:

work on agreed sections of the terms of reference of the mission. The day-

to-day activities of such staff member(s) would be subject to the broad needs

of the mission as determined by its chief. But the sections prepared by

such staff member(s) would be dealt with in the same way as the report of

a parallel mission as set out in paragraph 4.

6. In some cases, it may prove desirable and feasible--particularly

where an essentially technical contribution is expected--to make arrangements

for one or more staff members of one institution to be more completely inte-

grated into a mission of the other institution. In such cases, the seconded

staff member would be responsible to the head of the mission and his work

would not be subject to review by his own institution. lie would, however,

be free to discuss his work with other staff members of his institution and

the mission report and pertinent documents would be made available to the

officers and staff of both institutions before being issued in final form.

The administrative arrangements for collaboration of this kind would be

worked out in advance, on a case-by-case basis.



- 4 -

Future Collaboration

7. We intend to keep under review the implementation of the broad

principles set forth above in order to assure the maximum practicable

cooperation. In specific areas, such as the conduct of consultative groups,

the surveillance of indebtedness of developing countries, and participation

in UNCTAD matters, procedures for coordinated action are under discussion

and work in this direction will be continued.



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Piles DATE: kovembe: 23, 1966

FROM: Michael L. Hoffman

SUBJECT: Fund/Bank Collaboraticn

T told Mr. Southard today that we were going to accept all his changes
n the draft Joint Statement on Fund/Bank Collaboration except the deletion

of the arrangement fCr Fund area econodsts to be invited to certain :ieet-
ings of the Bank Economi C Comrt ttee. I said we agreed this was not an
"important' step, but we would like to leave it in deleting the word

-important." Mr. Southard agreed to this.

I told him that Mr. Demuth would now undertake to circulate this draft
statement to the President's Council whi ch was all the clearance that would
be reoufred in the Bank. He said that he would circulate it to the Depart-
ment Leads concerned in the Fund and to Mr. Schweitzer. As Mr. Schweitzer
- s away at the present time, there nay be some delay. I told him that
Mr. Woods was also away and said we were in no great hurry. We agreed that
in any event we would fix a common date for sending. the document to the two
Boards when all necessary internal clearances had been secured.

MLHoffman/pnn
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Office Memorandum

TO Mr. Demuth DATE: November 22, 1965

FROM Frank A. Southard, Jr.

SUBJECT Draft of Joint Statement on Fund/Bank Collaboration

I am sending to you herewith a slight revision of your draft of
a joint statement. In order that you might see more quickly what changes
i have proposed, I am also returning your original draft with imy changes
indicated on it.

I hope you can regard these changes as minor in character. hor
example, the deletion of the reference to the Bank\ Economic Committee was
prompted by my feeling that it was not a very important step.

No one has seen either your draft or this revision in the Fund
except Hebbard, Thorson and myself. If you are satisfied to use it as a
basis for further discussion within the Bank, I would like to be advised
so that I can show it to the appropriate people in the Fund. This would
need to be done before it was sent to our Executive Board at a later time.
Of course, if you have points to discuss I will be available at your con-
venience.

cc: Mr. Thorson
Mr. Ilebbard



November 2L, 196.

DRAFT OF A JOINT STATEMENT ON YuD/BANK CCLLAdORATION
TO BE TRIANSITTED TO THE RESPEBCTVE BOARDS

BY THE MANACTNG DIRECTOR AND PRESIDENT

I ntroducti on

The Fund and the Bank have cooperated closely on a large number of

matters, and the need for close collaboration can be expected to increase.

With expanding knowledge of and experience with members, each institution

wJIll have more interest in the implications which its work rrd ght have for

the work of the other. Proposals for improving collaboration between the

Fund and the Bank are therefore timely. The objective--besides the obvi ous

advantages of economies to be achieved by avoi di ng dupl cation of work,

both wi thin the two institutions and on the part of member governments in

their dealings with the Bank and the Fund--should be to ensure that member

countri s are receiving advice which is broadly based and consistent.

Basi s f or Col.aborati on

We have therefore reviewed the basis for collaboration and have con-

s:dered ways in whI ch collaboration may be extended.

1. Existing instructions call for the two staffs to mnaintain a close

and contitnuous contact at all levels. These contacts are designed to pro-

vide the oportunity to exchange (a) information of a factual nature;

(b' plans for sending missions; and (c) views on countries. The objective

is to ach4eve consistency of information and viewpoint at the staff level.

We have arranged, as one step, that Fund area economists will be invited to

meetings of the Bank Economic Committee when countries or regions in which

they are interested are to be reviewed.

2. Bank reports will conti nue to take account of fiscal, monetary

and financial matters, just as Fund recorts take account of production in

the various sectors of the economy and development plans. The staff of each

nsti tuti on, however, attempts to the maximum degree to obtain basic infor-

matirn on these matters from the other Insti tution--so as to mitnimze
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duplication of requests to the mnember. Also, in dealing with such matters,

each institution will seek to avoid making or implying evaluations incon-

sistent with what is acceptable to the other in discussions with member

countries or in documents which will reach them.

Methods of Collaboration in the Field

3. Each institution will be receptive to a request from the other to

have a staff member(s) accompany a specific field mission as observer(s),

provided that the member country concerned agrees. The observer would attend

sessions with officials of the member country, subject to determination by

the chief of mission, to whom he would be responsible during the mission.

The observer would be free to establish other contacts independently of the

mission relating to matters of special interest to his own institution. He

would not share any responsibility for preparation of the mission report.

it is recognized that, in view of the close and frequent contacts maintained

by both institutions with their members, it is not likely that either will

frequently request attachment of an observer to a mission initiated by the

other, but wh ere the arrangement would result in significant economies it

will be encouraged.

4. in some cases it may prove appropriate and desirable, subject to

the agreement of the country concerned, to have parallel missions of both

institutions in the same country at the same time. In such cases, each

mission would collaborate with the other, to the maximum extent feasible.

They would participate in joint sessions with officials of the member country

wherever this seemed useful, although it is recognized that much of the time

each mission would have to have separate sessions with the government offi-

cials particularly concerned with matters covered by its terms of reference.
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The report of each mission would be parn:ced within its own institution

in the normal way and then would be made available to the other institution.

The Lund, however, may reserve the right to indicate that some or all of

its findings should be withheld from any Bank report, particularly if the

report is intended for publication.

S. in lieu of parallel missions, on occasion a staff member(s) of one

institution may accompany a mission initiated by the other institution to

work on agreed sections of the terms of reference o the mission. The day-

to-day activities of such staff member(s) would be subject to the broad needs

of the mission as determined by its chief. But the sections prepared by

such staff member(s) would be dealt with in the same way as the report of

a parallel mission as set out in paragraph 4.

6. In some cases, it may prove desirable and feasible--particularly

where an essentially technical contribution is expected--to mane arrangements

for one or more staff members of one institution to be more completely inte-

grated into a mission of the other institution. In such cases, the seconded

staff member would be responsible to the head of the mission and his work

would not be subject to review by his own institution. He would, however,

be free to discuss his work with other staff members of his institution and

the mission report and pertinent documents would be made available to the

officers and staff of both institutions before being issued in final form.

The administrative arrangements for collaboration of this kind would be

worked out in advance, on a case-by-case basis.



Office Memorandum

TO Ir Demuth DATE October 27, 1961

FROM Frank A. Southard, Jr.

SUBJECT iergi ng of Sections of the Paper on "Fund/Bank Collaboration

in the course of our discussion at lunch today you said you would

like to see what could be done to merge sections 3(a) and 3(b) of the

draft paper on iFund/Bank collaboration. I suggest that this might be done

by adding to the end of 3(a) the following language:

In lieu of a parallel mission, on occasion a Fund staff

member (or members) [ight be added to a Bank mission to work

on agreed sections of the terms of reference of the mission.

The section prepared by the Fund staff member would be dealt

with in the same way as the report of a parallel mission."

i believe it would be advisable to retain that much of the sense

of paragraph 3(b) which would otherwise be deleted. We can't be sure just
how our collaboration is going to evolve in the future and this technique

might turn out to be useful. Also, if we are going to try to redraft the

whole memorandur in terms of Fund and Bank, then all of these techniques

of collaboration will need to be rephrased so as to make them apply as

nearly as possible to both institutions.

cc: Ar. Thorson
Mr. Hebbard
Mr. Hoffman
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Mr. eorge D. Woods June 28, 1965

J. Burke Knapp

Fund/Bank Collaboration

Mr. Southard hau snt to me the attached draft memorandum prepared
by the Fund staff on the subject of collaboration between the Fund and
the ik. After reviewing this paper with us they clan to present it to
tWeir nxecutive Directors.

I should like to raise this paper for discussion at the Council
Meeting on Thursday morning, JMly 1.

Attachment

cc: Members of the President's Council



SOffice Memorandum

TO Mr. p DATE June 28, 1965

FROM Fran A. Southard, Jr.

suBJEcT Fund/Bank Collaboration

In accordance with our telephone corF'ersation of

today, I am sending you herewith six copies of the draft

Pund statement on Fund/Bank collaboration, whica T fhold

be glad to discuss with you and your colleagues informally

at your convenience.



Mr. Rchard H. D nut June 25, 16

Davi L.Gordon

'G' Coop r tion in Cuntr 'tudi an. Coo dination Arran'mnts

1. Neoent chanes .n has s of Pana /IDA :ol ey and oera tons -- for
a. pe, our wor. o KCTAD and similar studies, ntensive prora! revi

s's ons, coord-nati o- .casures -- have th dual colnquence, amon. other ,
of -dd n, Yreatl to the econordc work of thRa staff and of nring
the number 'nd imrortance of the points where our operating concerns touch
or overla. those of the IMF. At th same time, the Fund's wor.' has been

revolin,: in a somewhat simnlar way.

2. It somrn ti el7, therefore, to conside lih ther wnd how our two in-
sti tut e ons mi ht coonerat mor. ecos.J 3 ath a vittto

(a) rducin dulicton, both to cut our respective workloads and
to void burde n our meber countries with repetitious requests
for informati on;

(b) reconcling, insof a o possib , the data and criteria on
wh ch re bas th ctions or recornCnat ons of the t%o agenci
n th7f rrer-etiv 6el,.

The notenti nge of such collaboration 's wide and varie. Som of the
,os li tine ar mentioned in the folloing paragrah ; the are no in-

tend a j "f nite proposals but as a bas for study an dscu0sson n
the Bak and th the Fund.

Consultative Groups

3. The need for el ocr coo eration is ,ost evident, perhaPS in conn c-

tion wt the Bann ex ndng CG rel tionshis. Ons o thir main pur-
ooses is to influene :m 'd assit the d eveloig country in question to
i-rov its cono., c frformance; n ny o the key t sts o erformaic

-- e~g., exchange, credit and fiscal oicies -- nre artly, if not :ri-
inari1, Ifl responsib iies. Thus it Ie Iraportant that the Fund's

ass'ssents and intrure nts be brought to bear full:/. In the past, how-
ever, ts rol in consortia and CGs has not gone uch be ond routin
attendnce at a oti ngs and rather convent anal warnings against inflation;

it hs tken little or no part in preparation or follow-up of the e e

i ngs.

. T tent nd character of I1 prti p: tion in CG me< tin.,s would
nec nri - va r for different countri s nd situntions. Sostimes the

cr'tca m n -i for the develo inr: counter to take reineaal credit and
fiscal nesur. "n obtain short-trr financing; before a l ong r range in-
vestment pro rr cani usefull:y he consider~d; Ln such cas- s, by agre- ment
b tw en th> Pan md the Am in, the latter rd ht take the 1 ad in pr sentin
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MU frreei ava et~ or e4O a Co :U 012tOens to the CK iwers. 4ore usually,
th, An- woul - Un to a the 0n 4rentat2om man lend
thu i scuss on, r4t I rely on the m: "o- :an authotative co,-
entnrr on c-t n ac o t countr 's crrent finncia i tj On

anr 'o e n nt nd Cea rctu-, the balance of nu nts,
etc. in I nt c' lr th t th tn nrt' tuti on shau con

sul t fu ~ n Mv-ue of t , £1 a to a! r-, on cone .u Ons
ant: reco ndtions or thr rspectv a t ons or Qhst I turn
out t e substant1 frnt, to try to rna/ tha th Ims are
sot clearly before th

Economic rissions

. th cean onn thUr oiation, e henv on : r e
econorde rssions, whose :Tunctions re~hdu v e3~ the waras 1rQ
econre c C ci e of acrbar ;overnnenta, ennpr the needs anr crd -
tiUono for f naneing, riscuv ne e' 'wt C/ Zue with .,ooern: nts,
and Povi no th bas s for fInnnc n >ugents or cisions at an or

T3 hedeua-ters. There a nars t conW rab dupli enti on n th-
wor or th;ase nsiono a ;-marca oletion of statstc nL C' enV

irfo +/ o~n. In 1rgy , the rata r r o *a. and Po ur-
pos s or Wssenti al 1 1 r, although the reUti og reports w hay

culte rdff" ent eeneW' en or , ;thaes. Thr" :ould seem to be a :o
case, in the -bcotr, for the twO Insttutions ioini n fc-een for the
ecoieOts on e: , q t 1 processin: of these q ta n- 7 d. t rduc<.

th !T orn V1r lo , to ressen correq enln th VnV At C or for
techn!oi ans ' thm iwiher "cuntr h - naneo ni st or rvin - i 3n
and to hel1 ensure consi stency of defi nitions and presentation.

6. Th rosal may,however, raise some operational problems:

The co,ati en of econoric ,ota on 4a r coutries A
oeld a routn orocess. Annarent Lscrene:a and anow: n ,

ma n..d to be :probed, and the ~i *n con o! curtai f ur-a
or tend < us 2th not Col t ptett stiedl techni cans but

se thm lci e a e of th ove ent, Such di scussions
brn7 out non-ntattcaler i nfomati on or indincti ow i ch can

ha- tr lufn tE: oJe O Urations of tkV W An or the fun
or :I r Tnn nyortunitie for thr - :ior. n advV a , or in-
flu ncin h -varnmnt. In othe ords, fr both institut!ons
th faet-, th n- unct on h o e an nte :1 art ofK thAr

1ocvs of consutr tI on i th 't ovenmnts; this would no
Ionu f 7ct-gathen ur to becom a :re techniel

e 1ees un:rt an on bhalf th two raont j h ointlv. On
the oe>ho 'Mbne, if the asoentia dato MerC nyailable in n.l-

or aorI an :vane of a msicon, whethr of the n. or
of the dund, the embers of that desion would be no len able,
and ng a 'ra 1 shoul bebtter abhe, to eursue th& r substant:ive

In ns nnd seussions hn ll-enoarx ash on.

h Th -2 Qe of desl ns -y : -nt a 'ere serious r om.
O those es s he re a tusd en :. c ocea: ened b) a spe fi c are-

r nrs a h<12 un er cr t l fe th 'in ~/ D, th 3 ter
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institutions would probaby be operating on ifferet tim schedules.
Fund operatiens are nore liuely to be of an urgent character; and1
theis a s::ssent of th e situatnr, consultati ons wIth the government,
the r -coonation of the staff d forral action by the Executive
Directors are usualy coiressed into e very short period. The Ban

usuall ,as es loan deci sirons at :: ore leisurely pace. But both in-
sti tutioens, eseocialliy tho B anr, are se ng i ncreasingly to conduct
thelr owerations in the contet of a continuing relationship with in-
dlv'dual memer countries, 4 n wh:ich economic -ssessments and consul-

tations are unertar en at firlj regular intervals; sometimnes this
relati onsh is frmlIzed in a CQ. In those countres where both

th Fund 36 anr operati ons fo'l ow such a regular pttern, they
shu regressively to coordin-te the timing of issions so

tLut the wro raiatory work coud a& done for both agencies at once.
Trr u not nean, hoever, that the substantive (consultative or
ne oti atin, s disti nct h- ssentially fact-gthering) i si ons

of th two aoncies could b rounted simultaneously; in fact the dif-
fei n aee of thei r operations would normally require a different
' ad ti me for the facet-gatheri ng chase,. The s peci al Tcrash" opern-
tion, which should : neosngly b:e thu c ption, might still reqnie
an ad hoc mldssion - which, however, would benefit f rom the baceround
of aE r~elar ::eri es of grior aess tnts ana discussions.

7. UwoubtecdI, thee would ho ehe difficulties also; and definition of
the for~ -md cont ent of reports, so as to meet the reqauirenents of both
agencies, would not be easy. bevertheless, the advantages of arranging
pre--arati on of thr factual -- statistical and descriptive - portS ons of
country economdc reports under the two agencies' ;oint auspices, for their
common use, would see to be sufficient to justify further exploration of
the scecific cossiiltte and prolems involved.

Co sultations cnd Defardtion of Agency Policy

t. The svstei of annual Article IIV consultations, which has been so
important a feature of TT activities, has no precise maallel in the opera-
ti ons of the Bank. Th:e Bank does revi e a meber country' s developent pro-
gram and related econ c policies from tir to tim, but these revies have
not responde to any snecial requirement of the Articles of Agreement, nor
conformed to are fixed schedule; thei r ti minI and terms of reference have
enerally beem decided ad hoc. Broader Bank sponsorship of C~s ay, however,

lend to som standard~z~on of the pttern; and: consultations with a memer
countrr tha+ is thc c e~t of a CG won< us:all cover some of the same
ground as th~ friodc Il? consultations. tar-: aain the need for the two
saenci a to coordi nate thel Auferrsntion ad 7cel t ons seurs cler.

.it ses neithe mossibie nor esirable to try to combneo IM7 con-
sul tations ith those that the Bank may consider necessary in fulf lment
of its CG e s onsililties. Each agncy has its own ;;urisdiction, and its
ned a] . con erno and r latlenshias, which it wiil ish to pursue in its own

1a1 But full i nt-chan;; of information nnd views betwen the two agencies,
en the e.re es a-nd te re sul ts of ther consultati ons ith parti cular

meaber count CS, i eer5singly necessary to enable the. to define their



nositon s as conist mtiy ard assert their influence as effectively as
eossible. Tn e 'e, such a 'natten of interch n nd cose collaborati on

seems to be evenvn in relaton te trsta th wih the Brn and the

Fund arc both d< ' r con -a -- e. ~., ~~-l Cr lcn, Colomb':n, Inria,
TIorocco, n½,t+n, C e.

W. The cr' of thefl -i he: detion of institutional nolicies
and posit+ ~ 9f" ne e-~ ' 1uts een th" Bag and the Fund. Th.
latter stri tho nc ~ hat st+:f r sessients md adevi ec g-.nerei

r ou U:re l 'ln Peeutiv& Board to acqui re fi na val i:i t *"

The r~n ~ h'~ +r er~ or -nr th. oarci i s not usua i~ - nvolved

c: CS. "on-v a~r~~ en •c~ m ' ~p ba the Ban's %o"rd on
Peaiila1:t ,on+h h½~i not r.+ - to be ddpiceted for ver-r mny
countries, may rre useful na to se -' wde conser-sus than th-
'econors' c-ub"l r'i sn~ in a Ct, en the ' n. to be tak:n with -ea rd
to certan erti cu's irnortan+ an intectin; countri--. Where such
ra discusse on de v , ae usetu~, it should re-su wobly 1.r -cede a formal CP
ne tirn. Th fae+ that the T han' - e s would als o hav the -ben':fit of anj
recent ?una ase>nt~ of the country situation - and I n s-veral cases
also se.n ,s fls in the Fund - would hel, to give additional depth end
p erspectivex ~ to thei r deliberations.

Resi dent M'issions and Advisers

1l. It has been sugsted that ;ioint designation of a Resident Repre-
sr ntative by the Ban - anri the Fund, in certain countries where both are
demoly and con+;i nuously involved, would be valuable both as a symbol anid
to mde th 3 iolantation of a coordinated nolicy more effective. Cer-
tainlj th-i should not be excluded. But tho difftculties of proj rl; de-
fining line of authority iand terms of reference for such joint represen-
tation would be mnoruous -- especi ally for regional representation cover-
ing a number of countie, the approach currently being emahasized by the
Ban . It would sees oest to postpone the experiment oi' ;joint field repre-
sentation until w:e have had more experience with Bank/Fund collaboration
involving i less fomal comndtment. There should be considerable scope,
honever, for coceration between Bank and Fund representatives in the
same country or -'igon -- through exchanne of !rntormation, frequent con-
sultati on on "itters of mutual interest, agreed divi si on of l abor i n the
collection of data or eronarati onr of eonomice reports for CG or other
surposes, etc. Th - instructs ens given by the Bank and IMF, respectively,
to their ree'r ntitv es should encourane such cooperation.

12. Joi nt ndva sor -i sci ens also involvwe consi derable problems of
oreaninati on :an (recti on. t M4 l' generally be simpler for the two
agencies to agr , through informal consultation, on a division of
advi sory respensibi' t- and to recrui t and instruct advisers separately.
Again, hor'ever, ear shouT b ta. en to assure that advisers whom they
r~sestvel r asi in to de:l f th related fields will keep in the closest
touch. The Pund see a somhat more amnable than i t has in the nast to
the Il- of attachan. e und staff memhr- to, and even inteating hin



into, a Bank mission (see thc draft memo of June 2L); and the possibilities
of rssocitin: Aund experts in fiscnl and montary questions with Bank advi-

sory dssions haviig broader terms of reference might be ex orod on a selec-

tive basia.

Ienrnc- na Q- rati ens

13. The rijmary function of both Ban- d Fund, to which al the activities
discussed in th preceding aragraphs are ancillary, is the provision of
financi al resources to meet the international payment and investment needs of

member countries. Increasingly, for many developing countries, current financ-

ing and investment requirements tend to merge into a single problem. The dis-

ti nction between Fund and Bank facilities and procedures renain, but is nar-

rowing somewhat. For eample: IDA, under the Uk-Swedish proposal or something
similar, may be called upon to pick up where the Fund Is special compensatory
financing facility leaves off; and their respective criteria and conditions

would have to be carefully coordinated. Again, I understand that the Fund is
now prelared to consider two-year standbys, which would help to bridge the gap
between short- and long-term financing. The Ci framework, for some countries,
will provide a means by which both agencies can take account of and attempt to
influence the provision of fina Eng through bilateral channels.

Research and Training

iL. The ooportuni ties and advantages of cooperative research activity are
be ond :my sphere of competence, but they should be cui te s ati al. The
ultimwte trospect -- utoian at present but perhaps conceivable in the longer
run -- might be a joint Economics Department. A eractical possibility, that
woud run up against less formidable vested interests, would be a merger of
th:t -und's Institute with our own EDI.

Conclusions

1'5. In sumary, the following points seem to emerge:

Ther can be no clear-cut separation between the concerns of the
an and those of the Fund; indeed, their areas of overlap are exand-

ing.

(h) eithe can expect to dictate the olicy decisions or operations
of the other; e.g., if the performance of a country for which the Pank
has sponsored a 0G, with the Fund as a participant, should appear un-
satisfactory to the Fund, the latter could not insist that the Bans
refuse to lena or that it recommend such a refusal to ether members
of the CG -- nor could the Bank insist that the Fund comit itself to
take, or not to ta' , any particular line of action vis-a-vis a member
country. But the two agencies should fully exchange views about their
respective atti tudes and reconnendations toward particular countri es,
whether a CG framwork exists or not. The views of each agency should
carry major weight with the other; if they are not accepted, the
reason should be clear and cogent.
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(c) The possibilities of joint collection of data, and joint
research and training rog rams, offer considerable promise and
should be actlvely explored. In other ares of nutual concern
less forma consu3tati on and cooperation are probably ore
feas1 ble,

DLG rd pnn
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MEMORANDUM

To: Heads of Departments

From: Frank A. Southard, Jr.

Subject: Fund/Bank Collaboration

There is attached hereto the version of the draft on

Fund/Bank collaboration which takes account of all suggestions

received by Mr. Rebbard on the basis of the draft which was

circulated on June 17.

I shall shortly send copies of this draft to Bank

officials on an informal basis and elicit their conments prepar-

atory to submitting the draft to the Executive Board.

cc: Mr. Schweitzer
Mr. Mladek
Mr. Hebbard
Mr. Horsefield
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Mr. Coleby



June 24, 1965

Draft Fund Statement on Fund/Bank Collaboration

Introduction

The Fund and Bank have always cooperated closely on a large number

of matters. This has followed from the fact that they are both eoncerned

with the efforts of member countries to achieve and maintain satisfactory

economic growth, and to increase living standards, under satisfactory

financial conditions.

The need for close collaboration can be expected to increase. With

expanding knowledge of and experience with members, each institution will

have more interest in the implications which the work of each agency might

have for the work of the other. This has been recognized by both institu-

tions, for example, in connection with problems of debt burdens connected

with suppliers' credits, and it has been agreed to cooperate closely in

this field.

Proposals for improving collaboration between the Fund and the Bank

are therefore timely. The objective--besides the obvious advantages of

economy to be achieved by avoiding duplication of work--should be to ensure

that member countries are receiving advice which is broadly based and

consistent.

Basis for Collaboration

The following suggestions are made with these mutual interests in view:

1. There should be a close and continuous contact between the

staffs of the two institutions. These contacts should provide the oppor-

tunity to exchange (a) information of a factual nature; (b) plans for

sending missions; and (c) views on countries. The objective should be to

achieve consistency of information and viewpoint at the staff level.
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2. It would be expected that Bank 
reports would continue to

deal appropriately with fiscal, 
monetary and financial matters, 

just as

Fund reports deal with production 
in the various sectors of the economy

and with development plans. Each institution would, however, attempt 
to

the maximum degree to obtain 
basic information on these matters from the

other institution-so as to minimize 
duplication of requests to the 

member.

Also, in dealing with such matters, each 
would refrain from making or imply-

ing evaluations inconsistent 
with what is acceptable to the other 

in discus-

sions with member countries or in documents which will reach them.

3. The methods of implementing these 
broad principles should be

under continuous review by both agencies 
to perfect arrangements designed

to improve the effectiveness of the coordination. 
In specific areas, such

as the conduct of consultative groups, 
the surveillance of indebtedness 

of

developing countries, and participation in UJNCTAD matters, procedures for

coordinated action are under discussion 
and work in this direction should

be continued.

Methods of Collaboration in the Field

1. In addition to exchanging information and views with the

Bank at headquarters as set forth above, the Fund would be receptive to

requests for Bank staff members to accompany selected Fund missions as

observers. The member would be informed about the cooperation, and its

consent would be obtained. The Bank staff member would attend sessions

with officials of the member country subject to determination 
by the chief

of mission to whom he would be responsible. He would, of course, also be

free to establish other contacts independently of the Fund mission relating

to matters of special interest to the Bank. He would not share any

responsibility for preparation of the report of the mission.
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2. Similarly, arrangements for having one or more Fund staff

members join a Bank mission as observers, or otherwise, can be envisaged.

It is likely that Fund requests for observers on Bank missions would be

infrequent; the Fund's contacts with members are numerous, and with those

having difficult problems in the Fund's field they are often almost con-

tinuous. Accordingly it would appear that the need to update factual infor-

mation would only occasionally seem to require adding a Fund observer to a

Bank mission.

3. Where the situation calls for something more than gathering

facts--i.e., where evaluations and advice to the member are likely to be

involved--the Fund would, in working out ways to collaborate with the Bank,

need to exercise care to maintain the principle that staff assessments and

advice generally require the approval of the Fund Executive Board to acquire

final validity. Bearing this in mind, three different approaches to collab-

oration in the field extending beyond arrangements for observers suggest

themselves, depending on the circumstances, as outlined below.

(a) The Fund would be willing, when a new Fund review was

needed, to send a parallel mission to the member country at the same time

as a Bank mission. The following procedures are suggested. The Fund would

obtain approval of the member country and would indicate both to the member

and to the Bank what the terms of reference of the Fund mission would be.

The Fund mission would collaborate with the Bank mission, participating in

joint sessions in the member country wherever this seemed useful. But it

would be expected that much of the time the Fund mission would have separate

sessions, especially with central bank and treasury officials. The Fund

mission would prepare its own report which in most cases would be sent to

the Executive Board of the Fund for information or for approval when
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appropriate. It would then be made available to the Bank for use in the pre-

paration of a Bank report. The Fund might reserve the right to indicate

that some or all of its findings should be withheld from the Bank report,

particularly if that report is intended for publication.

(b) The second possible approach would be a variant of the

parallel mission concept. A Fund staff member (or members) would accompany

a Bank mission, and his day-to-day activities would be subject to the broad

needs of the mission as determined by its chief. Arrangements would be made,

however, for him to have direct contact with the Fund if necessary, and to

receive guidance from the Fund. His report would deal with agreed sections

of the terms of reference of the Bank mission, and would be treated in the

manner set forth above in connection with parallel missions.

(c) Finally, it may prove to be possible--particularly where

an essentially technical contribution is expected from the Fund--to make

arrangements for a Fund staff member to be more completely integrated into a

Bank mission. The administrative arrangements and understandings would be

worked out in advance, on a case-by-case basis. The Fund staff member would

be responsible to the head of the Bank mission, and his work would not be

subject to review by the Fund. He should, however, be free to discuss his

work with other Fund staff members, and the mission report and pertinent

documents should be made available to the Fund management and staff before

issued in final form. The Fund Executive Board would be informed of any

intention to second a Fund staff member to a Bank mission.

_2_ _
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DM/65/29 INTERNATIONAL MONETARY FUND

Research and Statistics Department

The Creation of Additional International Liquidity in the Fund--
An Appraisal of Alternative Techniques

Prepared by J. J. Polak

May 17, 1965

I. Introduction

Although the general increase in Fund quotas has not yet gone into
effect, it appears desirable to consider at this time alternative possi-
bilities on the wider issue of increasing international liquidity in
general. A quota increase is only a partial answer to the concern about
a possible inadequacy of international liquidity. True, it provides a
substantial increase in the amount of "conditional liquidity" that is
available to members. But this alone has never been considered to be
a full answer to the problem. The Report of the Ten, last summer, though
dealing with the whole spectrum of international liquidity, singled out
as a separate issue the question of increasing countries' "reserve assets.'
The increase in quotas by itself will do little if anything to increase
the amount of such reserves: though gold tranche positions will increase
and though such positions are now widely accepted as reserve assets, the
increase in such positions that will accompany the increase in quotas
will be offset by the transfer of gold in subscriptions from national
reserves to the Fund.1/ In the Fund's 1964 Annual Report, the Executive
Directors indicated that they would give further study to the potential
further contribution by the Fund toward the supply of unconditional
liquidity. At about the same time as the liquidity reports of the Fund
and the Ten appeared, UNCTAD also adopted resolutions on liquidity and
on ecnpensatory financing.

Methods whereby the amount of world reserves can be influenced and,
if necessary, expanded, have been discussed very actively in recent months
both within the Group of Ten and in other international bodies, and a
large number of proposals are being examined.2/ Greater urgency has been
imparted to these discussions by the recent measures by the United States
aimed at limiting the international supply of U.S. dollars and by renewed
tendencies towards an increase in private gold hoarding. There is a
widespread feeling that although it is not urgent to add to existing

I/ Mitigation of the impact of gold subscription payments on the re-
serves of reserve centers through offsetting Fund transactions merely preva .s
the initial decline in world reserves that would otherwise follow the quota
increase.

2/ A number of technical papers have been prepared by the Fund staff
over the last eighteen months. A listing of these is given in the Annex.
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world reserves, it is of importance that countries reach agreement on
the manner in which the international monetary system should develop
further, including the method by which additional reserves would be
created as needed.

II. Two '.ys in Which Reserves Originate

As an introduction to the areas of action that may be envisaged, it
may be useful to distinguish two broad ways in which reserves originate.
Reserves may come into being either (1) in association with balance of
payments surpluses (earned reserves"), or (2) without any net inter-
national financing being involved in their creation. Of course, reserves
once created by either route, then pass from country to country as a re-
sult of balance of payments surpluses and deficits.

(1) We may note four examples of earned reserves, three of which
refer to the present, the fourth to one of the possible developments to
which this paper is addressed:

(a) accumulation of gold;

(b) accumulation of reserves in the form of United
States dollars (or other reserve currencies);

(c) accumulation of reserves in the form of reserve
positions in the Fund (gold tranche positions plus
GAB claims) as a result of ordinary Fund drawings
by other countries;

(d) accumulation of similar positions in the Fund in
association with certain other Fund operations, for
example the acquisition by the Fund of claims on the
IBRD.

In all these cases the reserves are accumulated as balance of payments
surpluses by the surplus countries.1/ This is in contrast to what happens
in the second type of reserve creation.

(2) Reserves may be created through an exchange of claims or
through the granting of lines of credit, either between countries
directly, between countries through the intermediary of an international
organization, or between a country and an international organization.
Here again, it is possible to give a number of examples both outside
and inside the Fund:

1/ They do not necessarily reflect balance of payments deficits on the
part of other countries. The net increase in gold holdings is not matched
by corresponding deficits, nor is IBRD borrowing to finance development.
Regular Fund transactions clearly reflect deficit situations. The in-
crease in currency liabilities of the United States is now regarded as
a component of the U.S. payments deficit; but it was not so regarded
in the years of the "dollar shortage,, and that was probably the correct
view at the time.



(a) the simplest example is the bilateral swap trans-
action under which two countries write up equivalent

claims on each other as part of their reserves;

(b) the CollectiveReserve Unit is of the same general
family; it has been described as a "multi-lateral
swap";

(c) similar effects can be obtained within the mechanism
of the Fund by two different techniques:

(i) by a decision to raise the extent to which
members can have virtually automatic access
to the Fund's resources; or

(ii) by the Fund borrowing currencies from member
countries in the form of loan claims or de-
posits and investing these same currencies in
the same countries.

While both types of techniques create 'reserves," there are important
differences between them. One difference is that it may be easier to make
new arrangements for the creation of additional reserves if these are not

associated with a payments surplus; that applies both outside of the Fund,
where very large swaps have been agreed in a matter of days, and in the

Fund, where reserve creation by increasing the range of automatic access
to the Fund's resources could be achieved without amendment to the Articles.
Beyond these technical considerations there are questions related to the
acccmpanying effects arising from alternative methods of reserve creation
and the corresponding creation of members' liabilities that will require
further analysis.

It will require a good deal of further exploration to judge which
of the basic methods will prove the more satisfactory; and perhaps it
will be found that the use of a combination of techniques would produce
the most acceptable results. In the two sections that follow both are
discussed in terms of solutions that would fit into the framework of the
Fund. First, in Section III, we discuss the technique mentioned under
2(c)(i), which consists in raising the extent of automatism of access.
Thereafter, in Section IV, we analyze both techniques that involve the
establishment of additional claims on the Fund and the investment of the
resources so obtained. This Section therefore includes a discussion both
of the technique mentioned under 2(c)(ii) (in Section IV.A) and that
mentioned under (1)(d) (in Section IV.B) which, although there are
important economic differences between them, have many technical aspects
in common.



This is not to suggest that these proposals exhaust the possibilities
of liquidity creation in general, or of liquidity creation through the
Fund. It would appear, however, that most, if not all other possibilities,
at least within the Fund, would fall into line as variants of present
drawings plus the approaches discussed below.

it is perhaps necessary to mention here one subject that falls some-
what outside of the scope of this paper. It has been suggested that the
Fund could reduce its gold stock, and increase that of its members, by
making gold investments, by accepting gold certificates in lieu of gold
subscriptions, etc. There are important legal differences among various
techniques that could be considered in this general area, but they appear
all to abm at the same economic objective, which is to limit the extent
of the Fund's stock of physical gold and thereby to raise the amount of
gold available to members, without reducing memberst positions in the
Fund. This is a subject worth exploring, but given the size of the Fund's
gold holdings, it is not likely to provide a large contribution to the
creation of international reserves over the longer run.

III. Reserve Creation by Extension of Quasi-Automatic Drawing Facilities
in the Fund

The simplest way of raising members' reserve positions in the Fund by
a decision on drawing policies would be to raise the ratio of currency
holdings to quota up to which members can draw under the gold tranche
provisions, from the present 100 per cent to some higher number, e.g.,
105 per cent after one year, 110 per cent after two years, etc.l/

In that simple form, however, the proposal does not take adequate
account of either the full characteristics of the Fund mechanism or
important differences between members.

It has become clear in the discussion on international liquidity
(e.g., in the Fund's Annual Report and in the Report of the Group of Ten)
that this liquidity ought to be seen as a broad range, or spectrum,
running all the way from reserve assets in the form of gold and foreign
exchange to credit facilities. Indeed, the Fund mechanism itself pro-
vides international liquidity over this whole spectrum without a sharp
break in the range. Gold tranche positions and GAB claims fall within
the reserve concept; they are unconditional (or "quasi-unconditional' )
liquidity. Drawing facilities in the first credit tranche are liquidity
of the conditional type, but the 'conditionality is relatively slight.
As a member moves into the higher credit tranches, requests for drawings
are subjected to progressively more severe scrutiny, though there are
exceptions in connection with drawings under the Decision on Compensatory
Financing and in connection with special drawings related to the gold pay-
ments for quota increases.

l/ For a more detailed discussion, see DiM/65/6, "Reserve Creation
Through the Fund: Extension of Quasi-Automatic Drawing Facilities Beyond
the Gold Tranche" by J. Mlarcus Fleming.
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In view of this structure of the Fund's drawing facilities, a
country's liquidity cannot be greatly increased by according gold tranche
treatment to some portions of its first credit tranche facilities. In
particular, countries following conservative financial policies will
ordinarily have unused gold tranche drawing facilities and will expect
no difficulty in obtaining drawings in the first credit tranche, if
their payments position requires such requests for drawings. They
would be little helped by any decision that was limited to giving
gold tranche treatment to facilities previously available under first
credit tranche rules. To make the decision more effective it would be
necessary to include in it also the provision to raise correspondingly
the maximum level of holdings (now 125 per cent of quota) to which first
credit tranche type facilities appJy. Even then a country would sacrifice
an equivalent amount of cnditional liquidity for the additional un-
conditional liquidity it acquired; but the amount foregone would in
practice lie in the higher credit tranches, an area that would presumably
not count heavily in most countries' appraisal of their liquidity avail-
abilities.1/

If the new decision applied to all members across the board,it
would raise the access to the Fund on gold tranche terms for any
country that was not, at the time, using the Fund's resources beyond
the new point to which quasi-automatic drawing rights were extended.
The other countries would not acquire these additions to their reserve
positions in the Fund until they had brought down the Fund's holdings
of their currencies into the area of automatism. This has been described
as the self-qualifying" principle: a country's access to additional
unconditional liquidity depends on its own action as regards use of the
Fund.

One could, alternatively, imagine that the Fund would circumscribe
the extension of automatism more narrowly, for example on some such
criteria as the following:

(i) The ease of drawing could be related to
countries' record in the Fund--a general
principle to which considerable attention
was paid in the 1952 Decision on Use of the
Fund's Resources.

(ii) A strengthening of the Fund's liquidity
will be required in order to meet the additional
drawings as may result from the increased

/ In order to avoid any loss of conditional for unconditional
liquidity it would be necessary at the same time to raise also the
200 per cent point and to make appropriate adjustments in connection
with compensatory financing and special drawings for quota increases.
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drawing facilities; this could be achieved
by the creation of special stand-by facilities
to lend to the Fund on the part of the countries
whose currencies are normally used in Fund
drawings. It could, therefore, be made a
condition for a country's receiving additional
quasi-automatic drawing facilities that it
would stand ready to lend to the Fund additional
amounts of its currency.

At present there would be a substantial difference between extending
automatism across the board as against extending it to scme narrower group
of-members along the lines indicated. About one-fourth of the Fund's
total membership have drawings outstanding in the credit tranches, of which
perhaps half have been for a considerable period in a position where the
Fund's holdings of their currencies exceeded their quotas. These countries
would in practice be self-excluded frcm the benefits of the extension of
automatism even if applied across the board. At the other end of the
spectrum, there are less than 15 countries whose currencies have frequently
been drawn. Between these two groups there are at least two other large
groups of countries: those that have been members for a long time and
have used the Fund only for brief periods, if at all, although their
currencies have never been draun; and those that have been members too
briefly to have built up any particular record in the Fund. The difference
between a broader and a more limited application of extended automatisin
might well shrink considerably in a few years as more countries with
strong reserve positions would be drawn upon and a clearer picture of
the reserve policies of the new members would become established.

Compensatory Financing

It will be noted that, whichever way these matters are handled, they
would appear to involve in any event changes with respect to both condi-
tional and unconditional liquidity. There are here certain similarities
to, but also very important differences from, the Fund's policy on
compensatory financing. That policy has created both an enlargement of
drawing rights beyond their normal maximum and a somewhat greater degree
of automatism than normally applied beyond the first credit tranche. But
the incremental value of these facilities is limited in two respects.
First, they apply only to one category of payments difficulties, those
arising from an export shortfall. Secondly, their benefit accrues pre-
dominantly to those primary producing countries whose policies would not
readily qualify them for use of the Fund in the higher tranches; other
countries would in any event have little difficulty in using the Fund if
their payments position fell victim to an export shortfall that was beyond
their control.l/ For these reasons, whatever may be the merits of enlarging

1/ This point parallels the observation made above that countries with
unused gold tranche positions would not normally benefit much from a change
in policy that raised access to the first credit tranche to gold tranche
eouivalenit.
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the compensatory financing facility, action along that line can clearly
not be considered as taking care of the general liquidity needs of the

totality of the developing countries, or as permitting an approach to

the reserves problem that would be limited to a small group of developed
countries.

Reserve quality of reserve positions in the Fund

In order that reserve creation along the lines of this section would

be effective, it would, of course, be necessary for countries to consider

as part of their reserves the full amount of their access to the Fund on

gold tranche terms, i.e., (a) the amount of drawing facilities available

under the present definition of the gold tranche, (b) the amount that

would become available on the same terms in the first credit tranche,

(c) GAB claims, and (d) any claims on the Fund that would arise under

the lines of credit established to provide the Fund with additional re-

sources under this proposal.

The status of the gold tranche as a reserve component has been

clarified by the Fund's Decision of August 1964 which facilitated the

procedure of gold tranche drawings as a way to emphasize the reserve

character of gold tranche positions. It will be a question for considera-

tion whether on this basis the gold tranche provision will prove adequate,
after countries have had enough time to become accustomed to this new

form of reserves, both up to the 100 per cent point and also (perhaps
with somewhat greater difficulty) beyond that point. If it should prove
that the reserve characteristics of these Fund positions were not fully

adequate for a substantial number of countries, then it might be necesisary
to see to what extent and how they could be further enhanced.

IV . The Creation of Reserves in the Fund in the Form of Additional
Fund Liabilities

The second major approach to an increased role of the Fund in the

creation of international liquidity proceeds through an enlargement of

the balance sheet totals of the Fund: the Fund acquires claims and in

order to finance these claims it enhances its liabilities by borrowing

in one form or another. From tha asset side of the balance sheet, this

form of reserve creation can be described as the acquisition by the Fund

of special claims (or, a briefer term that may, however, convey a les
clear picture of the nature of the operation, as Fund lirnvestmentrl/);
from the liability side, and referring to the form which the additionally
created reserves take, it may be described as the creation of loan claims

on the Fund.

1/ This was the term used in the Fund's 1964 Annual Report, (p. 38).
"Investment" is meant here in the sense of the French financial term
"placement," without the connotation of purchases of securities in the
market, rather than the economic term "investissement."



On a small scale the Fund could also acquire special assets with-
out attracting new resources, viz. by using some of its present holdings
of currencies. Since these operations would reduce the Fund's holdings
of the currencies used in them they would create additional reserves
in the form of gold tranche positions. But the bulk, if not all, of
the Fund's holdings of currencies are needed for potential use in the
Fund's ordinary transactions; liquidity creation via the "investment"
route will, therefore, if it is to proceed on any substantial scale,
have to be accompanied by an increase in the Fund's liabilities of an
equal amount. Beyond this, it would also be necessary (as above) to
make arrangements to supplement the Fund's resources to meet the secondary
impact of the primary liquidity creation. These arrangements, rather
than the liquidity of the assets acquired by the Fund, would provide the
basis on which countries could consider their loan claims on the Fund as
liquid assets.l/

Reserve quality of new Fund liabilities

Inasmuch as the stated purpose of the operation would be to add to
world reserves, the liabilities to be created would have to be such as
to be suitable for incorporation in countries' reserves. The precise
nature of these Fund liabilities (i.e., members' reserve assets) would
have to be worked out, but it is clear that they would include at least
the following: (i) the facility of the asset to be encashed for useful
currency at least as freely as gold tranche positions, or alternatively
to be transferred directly to other members 2/; (ii) a gold value guarantee;
(iii) interest at a modest rate reflecting the gold value cf the claim.
It will be noted that claims under the GAB have these three characteristics.

Country distribution of assets to be acquired

The Fund's normal financial activities, executed in the form of draw-
ings, are designed to make financial resources available to members, in
appropriate amounts and on appropriate conditions, to meet balance of pay-
ments problems. If the Fund used a new facility to acquire special assets
for the same purpose of making balance of payments loans, this could
hardly fail to confuse and undermine the Fund's drawing policies. It is,
therefore, taken as a starting point here that the country distribution
of the special assets to be required vould not be based on the balance
of payments needs of individual countries., The total amount of such assets
to be bought by the Fund would of course be decided on general liquidity
considerations. Within that total one can envisage two basic principles
of distribution,

1/ See DM/65/12, "Effect of Various Types of Fund Reserve Creation on
Fund Liquidity" by J. Marcus Fleming.

2/ Encashment represents an indirect transfer: as the encashing
country draws currencies from the Fund, the claims on the Fund of the
countries whose currencies are drawn increase correspondingly.
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A. Acquisition of assets in the countries from which the Fund
borrows the additional resources, and in the same amounts.

This is essentially a sxap operation between the 'und and the member
for the sole purpose of creating liquidity. The member's claim on the
Fund ill be liquid on the terms indicated above; the matching Fund's
claim on the member would not be exercised except in certain unusual
circumstances, such as liquidation of the arrangement or reduction of
international liquidity. The two opposite claims would presumably
carry the same interest rate, which would mean that the member would
receive no net interest as a result of the creation of the claim but
would pay a net interest if it used its claim. In its nature and in
its technique of creation, this operation would, therefore, resemble
closely the Collective Reserve Unit.

This technique would also in many respects resemble the technique
of reserve creation discussed in Section 11I, in that it would give the
members involved additional claims on the Fund with gold tranche
attributes. Introduction of the technique would also pose many of the
same problems, for example whether the facility should be extended to all
countries or only to a narrower group, and how this group should be defined.

Accordingly, the technique described here and the technique of
extended automatism elaborated in Section III can best be seen as alter-
natives of an essentially similar economic character, whose relative merits
should be judged on the basis of a variety of technical coniderations.
Scme of these, mentioned below, appear fairly obvious at this stage; others
are likely to become apparent as a result of further analysis:

1. Extended automatism does not require amendment; the acquisition
-of special assets involved in this technique would do so.

2. Extended automatism would be linked to quotas; the exchange of
claims could be allocated by countries on a different principle, or more
flexibly.

3. Under extended automatism the initial increase of reserves would
occur in the form of gold tranche positions, and lines of credit would
have to be provided to the Fund only to the extent that countries might
have to accept transfer of the newly created reserve positions in the
Fund. Under the swap techni ue these lines of credit would have to be
large enough to include, in addition, the loan claims acquired in the
initial swap operation.

4, Reserves of gold tranche character are, when used, subject to
interest payment charges) and repurchase. The liquidity of newly
created loan claims on the Fund might be mtrginally different. such
claims would not be subject to the repurchase provisions of tAe Articles
(lthough posit ions used up in meeting payments deficits would have to
be reconstituted under the lines of credit as reserves recovered). and
they would involve a loss of interest received in case of use. 
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5, As discussed in Section III, extended automatism would involve
a loss of conditional liquidity in the higher tranches; since the ex-
change of claims would be superimposed on the existing structure of Fund
drawing rights, it would involve no such offset.

B. Acquisition of assets in some countries using the currencies
borrowed from other countries.l/

The Fund could borrow resources from countries with reserves large
enough to be able to afford substantial reserve positions in the Fund
and use these resources to finance the acquisition of assets in other
countries. Under this arrangement additional reserve positions in the
Fund would broadly accrue to the countries whose currencies are widely
used in drawings or the Category I countries in IDA. Insofar as the
Fund would acquire assets in developing countries, it might be the most

practical approach under this arrangement for the Fund to acquire the
liabilities of an international investment agency, such as the 13RD, whose
operations, while related to countries' need for capital,are not based on
balance of payments deficits.

If the Fund were to borrow amounts in a variety of currencies from
certain countries and turn these over to the IBRD for use in its operations,
the resulting aggregate increase in reserves would equal the amount made
available to the Fund by lending countries; but reserves would accrue to
individual supplier countries as a result of the additional exports they
developed, and independently of the amounts of their currency used in
the operations.2/

1/ The possibility of investment in all countries using the currencies
of some countries is, in fact, a combination of A.,and B.

2/ This would happen as a result of four currency flows, which could
take place simultaneously: (i) from lenders to the Fund, (ii) from the
Fund to the IBRD, (iii) from the IBRD to borrowing countries, (iv) from
the latter to countries ,upplying development goods. It should be noted
that if one takes these flows separately, it is, under present Fund arrange-
ments, the second one that creates the increase in gross world reserves.
The first one raises a country's loan claims or deposits in the Fund;
but it increases at the same time the Fund's holdings of the country's
currency and thus reduces its gold tranche position correspondingly. The
second flow removes the increase in Fund holdings and thus brings about
an increase in the lending country's reserves. This increase in gross
reserves is, however, matched by a currency liability to the IBRD, or, as
a result of the third flow, to the countries in which the IBRD invests.
Finally, in the fourth stage, the currency liabilities will be extinguished
in total as the developing countries buy additional goods from the
developed countries. For an individual supplying country whose additional
exports are less than the amount of its currency liability that was
created by flow (ii), only part of that currency liability will be can-
celled by increased exports; the remainder will be cancelled as other
supplying countries, whose additional exports exceed the amount of their
currency invested by the Fund, convert into a major reserve currency
or into gold the excess earned by them in the form of currency balances.
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It should be noted that when the 1BRD finances the same amount of
investment by borrowing in the capital markets, acrregate reserves do
not increase. Supplying countries earn the same additional amounts
from exports, but lending countries (presuiably roughly the same group)
enter in their balance of payments an offsetting debit item (equal for
all countries combined) on account of the purchase of IBRD bonds. The
reserves of individual countries increase or decrease depending on the
difference between each country's additional exports and its purchase
of IBRD bonds. In other words, the increase in world reserves under the
arrangement discussed is attributable to the monetization of the IBRD
liabilities via the Fund, rather than to the IBRD investment operation
itself.
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OFFICE MEMORANDUM
TO: Uiles DATE: oemb:r , 19

FROM: rald I t

SUBJECT: Disti with r. "rank Souhard nternational
onetaryr Fund

n my initiativc, had a dicussion today with -r. Southard about
ankiw/ nd coeration, particularlv with reference to cooperatiOn in

n'ra1il and Chile. This meeting was a follow-un on discussions with
Jorge el uanto, director of the muda festern nemisohere Department.
During these discussions I had suggested that the "und mitht welcome a
ak observer to sit in on the iseussions which Fund missions in razil

and Chile would be having on economic and finanoial policies with toe
Grzlion and Chilean authorities. I r. Del Canto, after checkin< with

r. Southard, had agreed to attaching a nank observer in Chile, but had
reported that ir. Southard was not in favor of following the same

7ractice in nrazil.

r. Southard confirmed that this was his point of view, explaining
that he was very interested in hank/Wund collaboration but that he
doubted very much that 'w e should back into" arrangements which eisaged
joint missions. ,e pointed out the difficulties which arise from the

lownuess of decisions in the KBank and the different relationships between
the Management and the 'oard. Thus he feels re should adopt a very
exoerimentai anproach in mission work.

<e was prectly harry to approve ao expri ent in Chile, where the
problens of 'und relatIonships with the country are not so difficult,
bt was reluctant to go ahead on the same basis in Brazil, where und
reltonships with the country arc very delicate and might he complicated
by the presence of a -ank observer.>

presented my own case to ' r. outhard for atItachin - Bank
bserver to the fund mission in irozil in a cautious manner. I pointed
o the practical advantage which would result from our not having to tie

up the time of the same Brazilian officials to discuss exactly the same
atte rs which the Pund mission would be discussing with them. Gn the

substantive side, I pointed to the advantages which would accrue to the
Bank in hayving a better background in whish to for a judgment about the
res its to be exp;cted from the stabilization program. rom the point of

vw toe Fund, I pointed out that the mere presence of a Bank o Iserver
Lind, Jv sunttT I ,7 L

support to the und in its neg otiations.

During the course o the cc nversation, r. Southard alluded se veral
tines to the very unfortunate ex merence of Bank/Fund collaboration in
or t 3ugal, aLthou h its relvance to the case under discussion was not

clear to me.
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Hr. Southard did not find my arguments very convincing and I did
not push them very far. The meeting ended with assurance from both
sides that our missions in Brazil would cooperate very closely
together, even if no Bank observer was present at the Fund meetings.

cc. Messrs. Woods
Knapp
Friedman
Cope
de Vries
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1gl3 ut has not retV ion,
as yet.

enphAized The invitation to make fulerRIWA that there was "no major cause use of the funds resources was
for concern in the present posi- interpreted by some observers
tion of the mternational mone- as an indication of a more lib-tio ofi ItJIe iortfrnaincasimng-a nj~j t' ano, i
tary system, eral fund drawing policy. Mem-

He added, however, that "I ber nations on occasion have
Monetary Chief Indicates am sure that we witi have to felt, costrained to draw nomnake provisions o ncesn more than ute2 per cent of

Sweeping Shifts May Be iqdity in the°t ths their quota represented by their
intenatinal oopeatio." Tisgold contribution.MdeePolicy said, could be done through The imphlation that the fund

innovations along the lines of mht accep t ts from
policies now being followed in- mp from
stead of through "drastics Coutresw h at temporar es-

LIQUIDITY NEED NOTED change., Wes
However, observers said that

three of the innovations hinted c son on a Pln orginaly pro
at by Mr. Schweitzer were of Pored by Maxwell Stamp a

Speech Here Acknowledges broad significance. These were: , Briton
1. An increase in the quotas How It Would Work

Necessity of Increase in subscribed to the fund by mem- Under the plan, a countryber nations, making deposits might receive
ConVertible Currencies 2. An invitation to member interest-hearing IMFI. eertifi-

countries to make fuller uses cates denommiated in a number
of the fund's resources in nor- of hard currencies. The rate of

mal ~~~ntrs wouldin bprtosa''e somewhat
By PHILIP SHABECOFF mal finncin operatins asbe

Pierre-aul Scheitzerman- wel as, In times of crisis. loe ha ht obtial on% h
Pierre-Paul Schweitzer, man- 3. The possibility that the United tate threas bills of

aging director of the Interna- fund might accept deposits sier maturity. But presum-
tional Monetary Fund, hinted from member countries and a
yesterday that sweeping also might make investments would he guaranteed against
changes were being considered on t own initiative devaluatien.
in basic fund policies. No Elaboration Wholly new was the sugges-

Discussing reent international Mr. Schweitzer did not tIon that the [MI ., at its own

rnonetary developments in a elaborate on any of these points. initiative, usesuh finds for

speech before the Ne2w YoIrk However, economists and other investmeLnt, in part inl deve-lop-
pChmbeore the New York interested observers were draw- ing countre.

Chamber of Commerce, Mr. Ing their own conclusions yes- One explanation was that
Schweitzer mentioned several terday, this would answer the criti-

methods by which the fund The call for member coun- cisms of developing countries

could help increase world liquid tries to increase their quotas that the fund had done little
was regarded as an acknowl- to meet their chronic payments

y- edgement that action would deficiencies.
Observers noted that it wasi have to be taken to enable Another, simply, was that it

the first time Mr. Schweitzerl members to exercise their draw- would give the fund greater

had publicly acknowledged the ing rights. operating freedom without re-
need for positive action to in- One observer said that the quiring the icrease of member-
crease international liquidity Increased quotas were neces- nation quotas as much as they
since he became head of the sary because the fund was run- otherwise might have to be in-
fund last year. ning out of usable dollars and creased,

International liquidity refers sterling. In the United States. for in-

to the availability of gold and The so-called committee of stance, Congress would not
convertible currencies to settle ten of powers that have been have to be asked to make as
international payments that, studying the liquidity question large a budget appropriation
arise, egy 1rom trade and is said todave been consider- as it otherwise might. And the
capital 5 4eA~t. a; ing d tdesse of L.F. quotas United States monetary gold

stocLk woud not, - e Aa e obe
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FROM: 0. J. McDiarmid

SUBJECT: Regular eetinF h D

Participants: Messrs. Gunter ad hibbard of the Fund and
Messrs. Rucinsi, Stevenson, Prasad, Folk and McDiarmid
of the Bank.

1. Sudan. Mr. Hibbard rev 1ted on the recert Fum Consultation iss ion
to the Sudan. Mainly as a ra suit of a record cotton crop (25/ above last
year) which is ex eec to id about L 50 mrllion of foreig exchange
income, the Sudanese be.lance of pay ants should be q ite favorle in
1960. A rough estimate is that exports plus capital inflow :my be
1 73 nillion in 1960 as compared with L 49 million in 1958. There
has been a considerable relaxation of import controls but there is also
need for direct credit controls. The Sudanese estimate of foreign capital
available in 1960 was L 22 million. This includes L 7 illion of drawings
on the IBD railway loan, although the railway people in the Sudan have
some doubts as to whether tl e latter amount will actually be spent.
The Fund estimate of net capital imports in 1960 is i 15-16 million.

The DlF report is expected to be ready towards the end of
April. Mr. Brakel should get in tou ch with Mr. libbard.

2. libya. The Fund has just cojleted its first ConsulLation 1ission
to Libya. The Fund is considering suggesting that someone be sent to Libya
to provide somne assistance in preparation of monetary statistics. Mr.
illbbard said that the libyan authorities are very much interested in
improving governnental organization and were looking to the IAD Survey
Report in this connection. The Central Bank has recently attempted to
carry out more central bacnk functions. The Fund was som.iethat concerned
about the roblens coinected with :aonetary extpansion and felt at some
increase in imports miht be desirable. 'ro Pr-sad was inclined to agree
although he had some sympathy with the desire of the libyans not to spend
their foreign exchan ;e on nonessentials, There has been a considerable
pile-up of unused aid funds in Libya.

3. Iran. The Fund has had no recent contact with Iran. It probably
would be prepared to provide sore, technical help in working out a satisfactory
monetary policy, and this certainly would be essential if Iran desired to
draw more than 912.5 rillion of the unused portion of her gold tranche,
There was considerable discussion of the fiscal situation including the
fact that the financial situation of the Government was still uncertain
despite the rather surprising favorable position in the budget of 1959-60.
We are hoping for favorable results of the new banking legislation which
Mr. Folk said had been passed ar from the Financial Plan.



To Files -2- March 24, 1960

4. Saudi Arabia. 'r. Gunter is to visit Saudi Arabia in the latter
part of April. This will not be an official Fund mission, however.
Mr. Rucinsid entioned a plan for a Bank mission to Saudi Arabia.

Mr. Guntter said that tie Fur would probably have issions to
Iebanon and Jordan during the suTrer. They were hoping for more favorable
results from their consultations in Iebanon fo lowing the establishment
of t te proposed monetary credit board. It was agreed that there would
be another meeting in mid-April on Lthiopia and Pakistan,

cc: Messrs. Rucinski, Stevenson, Prasad, Folk, Brakel

0J21cD:mm
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FORM No. 60
12- 5 International Bank for Reconstruction and Development CONFIDEN

0 t ecretary, Staff Loan Committee January 23, 1959

NOTICE OF METTING

A meeting of the Staff Loan Committee will be held on Monday,
January 26, 1959, at 3:00 p.m. in Room 1005

AGENDA

Economic Stabilization

The Committee will consider Memorandum SLC/0/98b on Bank-Fund col-

laboration in assisting member countries to design measures for economic

stabilization, distributed on January 22 (see SLC/A/739/1).

DISTRIBUTION
Copies for information to:

Chairman
Directors of Operational Departments President
Director, Legal Department Vice Presidents
Director, Economic Staff Secretary
Treasurer Director, Office of Information
Director, Technical Assistance and Director, Economic Development Institute

Liaison Staff Special Representative in Europe (Agenda only)



hr. a uene s. ack Ji mr . 1959

;. uu np

-L j.L c n ua on V si io re ~rm2

, Lse -n as ce A :t a 1, ta- t pani i inser cf 'inanc
Ca liDS De. UdatG lor LL Li Ida-

In is ecn ction, I d. lik c re -ot to yo u fic usions
jiel Lea~ oiW I ciurin' , or a. sence remerLia evexitual Ime-

r~ eclinoration ct a 4soti. I ca lizetion~ i0 r,ran.* .. 1ic at

iscase raisaes oroadicr gqestion. ia of n- .nzcoop rc yiou .. i ~
eld.

On 'ecc~ *r 1 wea t&~f Loc , otitee cetin *i1., revi -et

*e lii aof the~ AJnth "'reconw isa cc ni alon" to -:at:l -- f clot' -

coperationin pain until a stabilization prora had be
carriedU thoi*h, and

( ; ,~ E. z sor.1 ap pi-uch~ tu e * i.r to arrt e icr uuia
.1A~ o i soixt - - - etion to ac.. tot ar i.sa -ovrn-

iant Crw ->a. ui.- ,r i et iU-)ifi a taon jro tra:s.

, siupn aseu i i sorius oa , c sa tlon -ric , outrasi
ass. tc: tir.- -e ca5rJ. e. i, 'o , J. so a *trek. a e~

o. 1 G . unnd.iun a. m.i~' Bi : to al id -bruar,' r ti ac, GO
.r.,i - ton .as e the: ueon la ets oj ae xe s e rte ior
U- icsta i a as 0..i cra tic .t ci 0ce o conatrol. -. r il s t

~,el .~1Jaca, ~ , u . c .<~ 02 ci iV U=r .J io3b.0 . ,

~ Lbio ~Kac ~x c .n a r >mii tof i- rs. ; I o a - aa i,con
e~;a !d--~L -e aoiso, a. :. -fa -- a:. i .i rocess.

nJff2 r. -c ~raa stc fL vicu t :.t. .arar- to th

a cin cf c-ar mis-n ore Ws no ieal r.On toalv -that

u Lect &anii --overt .& a . rc it:.cc.tion --o o; carc Lon a
I lisation 7'c-raX, - aclt tuat ctre ti e o t. mk am ocecision

Cit I in other te :.0u1. sen at - .ssie -iti a rore l. ie 00mZi nmen~ft.

reOO 0 5c .i., afuls VE r li..h -~ saion. r cur nex;'t nctir\;
t- r. sceir a we , ei s* for co. itriacn acraft le tter irom. aO cCb

l~o i t r c, innco i act strta of a ut; f t- risrays aiiler

c voe i. tacn 6, -at ta:- .diled -'t. tte va-r hs as stomii.m

. c -i11 see, lK'tcrM t y l:I-ara4~i:- aecet-ct t1 ic- nt t'



m ision woul1o liitd init t ntions to routine Nrticle

Scons. ulttion, t am timeit pr~rope tat siiu VlLU taeou

with the unn mi i, AL f xol e a ision nol to. start

ornik vith t e aaish ovrn ant cu an ac(tual stabiizattion1 pro-
ram~ out rathei~r to cormanuce istuaies "i corder to be i a position

t a Wroria t im to rovid uch elp aS the W1pan
.overnent mi ht wiish" in workiim.u otblisation programi.

, r. cJoai r, eseu twi~> iLmLer cut-oL-h.ni. :u -. - t
i u..a ~ >c c. c ve- i . oj , s ci-i2, at gaVO a~ L utn uro LL1

a Ia or intrusion q,n it uJ~ L- -o ta L 2lo oi jtuLa.Liu 0
tao 110, ao .ata in. ice ,,e Li tr , euiolC ver; udch 1cU- r

c . !: . af miaion y.: . Ain ls . at t iv ias, c t

. iter WLseszion a ~cu orselves, we s inall, re tru to to
t. - o itica iee u ~orate is L e tmletter tme.. is bdiero oa e

si nature, in ie sic~ -~ ut u Mo~r an i dvtur eation 7th
ro rc to jain or sinica.u w +ain until. a aii , oion as

returned am 1-e, ortea. . a la. Letix 1ile o witn . r.
;cermn, V . ne uiiesceu il. a is vers~ion ci ta letter; A a.iien
o 1c e unitec i. elnre L and s iI .. V ct qu1te

i c an o aiuw ra i tr 2.n uo ,m

vtt L. Lt - a lure, J-- c ii och IiiCoi-to
aLt Lur lur to !ollow up more ra± il; te: think tie oment is

rike for a Notabiiation proirt ia pain and ar thaZ-t uc are
lettin g down tose hinisters V i th Governmen. t who hav ap ealed

or u help in settinl one up, In the ot.e hand, not all O
mn in the ank yere fuly cnviniced on the ur ency o t e C aitter.
In any cases wa. perfectly clear tim we coudn't und rtk to

do c job in pai vithout the o mo ait i I tiat they
ust miake teir om : raisal of te situation 1e10r0 conditin

ssni~ Lit res0 r . ttcr -;e ; a cc pr fred

u~raLiiiocla un l tic t o Li zMe tL 'e i<O ai to
eie CA 1 ;at cuert ouA r CA$the

rs tt u ivo il i. avc r iL .10-

bruary ac ,tL no a rc: t i c ti- i uiI1; L.n..

w;noAw t . lonri . -i, uni Ala owc, i thiwi n mu
as (ross c u stves un e l~ cne. in c.i..noic- t all ueascritanoing

ance w rc a im Li . .rceerc rule, c. - nc roles a tue

.i o l i ttotions mn at viatu o< nr coumtrik re ari .a. their
nV >aGiu C r! ia.



Luz'! 1 ropcc j. int ti. snbiect w K U. aLre.4

rc&L U A G si e sion secx ,o a. U w:1h Jacobsuon et bDfore

our e arture Zor Lonon as .airo, in . ou .toun- hira ver,
c .e aacic ojoint an --- an cliusraio aO tbiizton. o

rys. I nave to ro ort, ,uA ever, that tocre was no Viuence

o win sjirit !A our Wcussions "ith uocoraui. Un the contrary,
lc seeno tc <c takiM Wnh siA lN oK .ion that aythi", callo.

" ucral ecu ice -irveys" w: ck' usinesj a aithin.
eLijOA 1 tion o r 0as" w a undl iAsinss. 11G

oin t;a oUt to us . aL t . i . w aI v o videnceu it 0liIn ness
to len; ow erts to W rticip: . 0; r ecral ecoanic s rver

SKiors cu r i1 L e .. cU ao:3Cc ts y tSiMn WUP ULulT tw)

na roi 1itc nz, or th a: . L t 1ticiptt irn nat AW 1c work

n b01iM ticn ror, Ia&.

t sers to a cl I y tA iS in n co oh J. u like

;eeral cconomic SUrvLJS, ti e wer:in out of aureed s abilivation

rC ras wi th merflAol coanrics is iJ4orUtant cirect jctrational

conrequoneca. ,hu a ceourr undertakes a st:.Wilizatica rxocraim
boti u . t~o~ Ant "A their ju lints :w to Y cther

the pro rna -brovittes a. a ;:equate basis for financial aosistance.
ithun il follows tht a;i pxrsonal, uo acre ecilwabratiw

vit. a -n mission l: the drari u; c. stbiliation [ rcra,

u t hav a Mst:sntial (oerce ei irj.endence az autci
retuar ti~an Ui , 3 Vin attcae as carts to the W nU reu,

O.Le r nLta

c. r. Jiirs
r. aos rs
r. cao.e

k. W l

ujAn



FORM No. 5 iNTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFF CE MEMORANDUM
TO: Messrs. Cope, Rosen, hacinski, Schmidt DATE: March 26, 1958

FROM: D. Sommers

SUBJECT: 13ank-Fund Liaison

This is to remind you that, arising out of the recent
talks about Paraguay, the bank has undertaken to make more
effective the informal liaison with the Fund staff at the
workinc level on important operational steps of ours wich
aight affect the Fund's operations. This includes such matters
as proposals to restrict a member' s ri, ht to incur future ex-
ternal debt, to require a naber to attempt to renegotiate
existin. external debts, and to obtain a charre on, or a
Driority in the allocation of, foreign exchanbe earninns or
resources. In addition there should be included such matters
as requests for statements fron mubers about financial and
monetary information and comonications to mbcerc advising
them of landing pro-zans or of unwillingness to lend.

The details C this liaison should be worked out by
the area departsnt heads. -roever, it iv to be noted that
the understanding with the Fund is that this liaison will
provide opportunit or consultation before definitive de-
cision by the manar ement of the institution in question and
will also cover full i formation about any chances in the
proposod action which are made in the stave of consideration
by the Txecutive Directors.

If 7e wiqh to receive adequate infornation from the
Fund staff and thus avoid future incidents of the Parasuay
type, it is important that we do our oart to make the liaison
effective.

I sny.sst that you discuss this subject fully with your
operations of icers.

cc: Lr. ist
rV. Geruth
r. Aldewereld
'r. Ciley
jr. 'roches
'. .owell
r. ravcs
r. Aendels

(Copies given to Messrs. Lefort, Williams, Wheelock, Calika
and Kamarck - March 27, 1958.)



For No. 75 INTERNATIONAL HANK FOR
3-52) RECONSTC TION AND DEVELOFMENT

Date

R OUT ING S LIP 3 %
NAME ROOM NO

Action Note and File
Approval Note and Return

Comment Prepare Reply

Full Report Previous Papers
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FoRM Nn. 89 INTERNATIONAL BANK FOR

(2.57) RECONSTRUCTION AND DEVELOPMENT

Date

R 0 U TING SL IP March 26.

AME ROOM NO.

Mr. Mend

Action Note *nd F 16j
Approval Note and Return

Comment Prepare Reply
Full Report Previous Papers
Information Recommendation
i nitial Signature

Remarks

Does this look all right to you?

mD.S.

IFrom



FOR 5No 57 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Messrs. Cope, Rosen, Rucinski, Schmidt DATE: March 26, 1958

FROM: D. Sommers

SUBJECT: Bank-Fund Liaison

This is to remind you that, arising out of the recent

talks about Paraguay, the Bank has undertaken to make more

effective the informal liaison with the Fund staff at the

working level on important operational steps of ours which

might affect the Fund' s operations. This includes such matters

as proposals to restrict a member' s right to incur future ex-

ternal debt, to require a member to attempt to renegotiate

existing external debts, and to obtain a charge on, or a

priority in the allocation of, foreign exchange earnings or
resources. In addition there should be included such matters

as requests for statements from members about financial and

monetary information and communications to members advising

them of lending programs or of unwillingness to lend.

The details of this liaison should be worked out by
the area department heads. However, it is to be noted that

the understanding with the Fund is that this liaison will

provide opportunity for consultation before definitive de-
cision by the management of the institution in question and

will also cover full information about any changes in the

proposed action which are made in the stage of consideration
by the Executive Directors.

If we wish to receive adequate information from the

Fund staff and thus avoid future incidents of the Paraguay
type, it is important that we do our part to make the liaison
effective.

T suggest that you discuss this subject fully with your
operations officers.

cc: Mr. Rist
Mr. Demuth
Mr. Aldewereld
Mr. Riley
Mr. Proches
Mr. Howell
Mr. Graves
Mr. Mendels
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FORM No. 59
(2.55)

CROSS REFERENCE SHEET

COMMUNICATION: emo

DATED: arch 17, 1958

TO: Mr. Soaiers

FROM: r. Jendes

FILED UNDER: Policy - Bank Fund Liaison

SUMMARY: Extract

"s. I liformd you, the Executive Directors on Aarch i appruod the
adja-taients in the waortization schedle under our Paraguayan Loan
Agreement."
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.JUN18R c
INTERNATIONAL MONETARY FUND

WASHINGTON

MANAGING DIRECTOR June 18, 1957

Dear Gene:

It worries me naturally when I hear from you that there

has not been sufficient contact between the Fund and the Bank

in relation to the matter of Colombia. As I promised I would,
I have immediately investigated the matter. I hear from
Mr. Polak that he has been in almost daily contact, both in

Washington and in Bogota, with Mr. Waterston who, I believe,
is the IBRD man in charge of Colombia. In fact, Mr. aterston

helped Dr. Polak in drafting certain passages of the staff paper
relating to the reduction of government investment expenditure,
and he certainly saw the whole of the staff paper last week as

well as the letter we received from the Minister of Finance.

Thus I feel that on the staff level there has been full

contact. Since I personally was not aware that there was any
divergence of views between our two institutions, I saw no

reason to trouble you personally.

It has always been my hope that we should have closer co-
operation between the Fund and the Bank, and I am sorry to hear

that in spite of the almost daily contact at the staff level you

feel that in this particular case there has not been a sufficient
exchange of views. We might talk more about this when we meet for

lunch tomorrow.

Yours,

Per Jacobsson

Yr. Eugene R. Black
President
International Bank for Reconstruction

and Development
Washington, D.C.



FORM No, 57
(5-). INTERNATIONAL dANK FOR RECONSTRUCTION AND uEVELOPMENT

OFFICE MEMORANDUM
TO: iles DATE: April 2, 1957

FROM: J. DrtO app

SUBJECT: LAD- c~a e Reportb

Some six weeks a o I called on Merle Cochran to discuss ae ecx-

canges of reports, patrtcuarly country eonomio repor'tc, between the
Fumi and the Dank. I made certain poposals to him regarding our own

pacrs arc ask ed him to consid.er s3 ecificll whLat categories of papers
the und could -ive us in exchange I proosedc that this exchane take

placea throuh theendels-orne contact.

Despite the i'act that I have reinied Mrle of tis on several
occasions in: succeedig~ weeks, I hve Pt ye rcecived ary kind of a
reply from him excc-m statJements that te was vry intetrested in the sub-
jec a.a wiould tat after itas soon asn possibl. I shall pursue this

mnatter a>an uponi my retun: romin macset trip.

cc -- Mr. Iliff
Mr.x Sommers
Mr. Mendels

Jj~ ~napi/eu



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM
TO: Files DATE: August 12, 1953

F R O M: J. Burke Knapp

SUBJECT: Periodic meetings between heads of the Western
Hemisphere Departments of the Bank and the Fund

The recent Iliff-Brenner report on the possibilities of closer
collaboration at the staff level between the Fund and the Bank, rec-
omuends that periodic meetings be held between the heads of the
corresponding departments in the two institutions in order to help
coordinate their work programs, avoid duplication, etc. Although
the recommendations in this report have not been formally approved
and promulgated by the managements of the two institutions, it seemed
to me desirable to go ahead and initiate such meetings between the
Department of the Western Hemisphere in the Fund and this Department.

In the absence of Mr. George Luthringer, I have discussed this
matter with his deputy, Mr. Jorge del Canto, and we have agreed to
set aside the hour of 9:30 a.m. on alternate Tuesdays for the purpose
of such joint meetings. We will hold our first meeting on Tuesday,
August 18, in my office; those present from this Department will be
Mr. Schmidt, Dr. Larsen, and myself.

JBKnapp:ehb
cc: Mr. Iliff, Mr. Schmidt, Dr. Larsen



FORM No. 57
(5.48) INTERNATIONAL ANK FOR RECONSTRUCTION AND /ELOPMENT

OFFICE MEMORANDUM
TO: FILES DATE: Aril ', 1951

FROM: S. Hertz Rcsmussen

SUBJECT: IMF.Documents

In r converseion -- ith Mir Sterk todr-y she informed me
the t the roe son why v e ootIc only r~eive4 rel r tively few Fund documents
for some time is thont their relerse to interrotionel orgpnizrtions bans
to be euthorized by the herds of the depnrtmrents until finel rrrngereents
with the Bonk hrve been reeched.

At cresent authorization for relense of the ENA -nd RES
series hrs not been grsnted, but only for the FUl series.

T told Mice S - that we 7r rending her two coies of
onr nclessified documents, .a! th- t the Secretery -ends to Mr. Coe one
cony of all restricted documents which go to the 7 rd.

Miss Sterk ; td she wvulA rite r memordomr expleinint'
this to Mr. Coe, and thxt she thought thrt he would wrchably nrree to
send us in future 11 non-confidential Fund docuents, thet is such
documents which do not narry the letter 'X: et the end of their re7alrr
sym ol.
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LIAISON-I. M. F.
FORM NO. 59

(3.49)

CROSS REFERENCE SHEET

COMMUNICATION: Mem.orandum

DATED: December 11, 1950

TO: Mr. A. S. G. Hoar

FROM: Allan G. B. Fisher

SUMMARY: RE; Staff Papers-

ConsiCeration of possibility of arranging for sone kind of
collaboration, formal or informal, with the Bank.

FILED UNDER: PUBLIC RELATICNS-AT HOC COMMITTE

CROSS REFERENCE: LIAISON- I. M. F.



FORM No. 50
(3-48)

CROSS REFERENCE SHEET

COMMUNICATION: Memo-

DATED: June 13, 1949 Further correspondencet 6-13-49
(Memo-dellourien and Larsen to
Schmidt and Smyser)

TO: U-. P. N. Rosenstein-R-dan

FROM: Georges denlenriu and Harold Larsen

SUMMARY: Ho the joint. ank-TM! Lnchoons.

FILED UNDER: oRa. .. Ecoostre Iept.

CROSS REFERENCE: opn. -- Loan Dept.

IPT
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NTERNATIONAL BANK FOR RECO RUCTION AND ilLL'MLN

F F OC E
DATE: o 1 1?

FROM: A Coes

SUBJECT: Echnge o o .0
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Chiefs of Division and Loan Xficers 7th Iovember, 1947

CC. . amilton, sistant to Loan Director

C .I)?'MATI M ITH 'P INT~RN1ATIONAsL MlDN 1il XU iT

1. The International Monetary Fund has udertaken to corumnnicate to

the Banks

(a) Advice of requests for missions.

(b) Notification of intention to dispatch missions.

(a) Information on current requests for exchange.

(d) Decisions to grant or refuse emehange.

(e) weekly statements of operations and financial positions

of members.

(f) Advice of any proposed step to declare a member ineligible

to use resources of the Fund.

(g) Board decisions concerning par values.

(h) Decisions of the ;xocutive Board regarding exchange

restrictions.

(j) Information concerning balance of payments and monetary

position of meibers.

2. The Bank has undertaken to comminicate to the Purd the following:

(a) Advice of requests for missions.

(b) Notification of intention to dispatch missions.

(a) Formal loan applicatione.

(d) Draft Loan Agreements as soon as they become the subject

of negotiations.

(e) Fetual Reports on Loan pplioations.

(f) Final Loan Agreements.



.-2--

3. Chiefs of Division an Loan O)fficers will be kept advised of any

information received from the Fund relating to countries with which

they deal and they wil also be responsible for seeing that the neces-

sary advice or copies of documents are prepared regarding the informa-

tion which we have undertaken to furnish to the Fund; these advices or

documents should be sent to me for dispatch.

C~li mu
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dr. Frank Coe Novaber 5, 1917

M.M. Mendels

Liaison and Exchange of Information - Bank and F.und.

The fo1lowi-ng will confirm the list of items of current information tobe exchanged between the Bank and the ?und, in accordance with our recentCOnversations.

1. The BANK will communicate to the Fund the following -

a) Advice of requests for missions

b) Notification o intention to dispatch missions.

S) Foral loan applicationS

d) Draft Loan Agraents as soon as they become the subject of
negotaations

e) Factuaj Reports on Loan Applications

£) Final Loan Agreements.

2. The U will coinunicate to the Bank

a) Advice of requ sta for missions

b) Notification of intention to dispatch mi sions.

c) Informai tion on current reoquests for exchange,

d) DecisionS to gant or refuse exchan e.

e) Weekly stateraents of operations and financial positions of

f) Advice any proposed stop to d eclare a m:iber ineligible touse re ourc1s of the und.

g) Board decisions cocrigpa aus
h) Decisions of the Executive Board regarding exchangerestrictions,

J) Information concernin balance of payments and monetaryposition of members,



The Secret:Wies oi t and unr wLil 1e the channel

o exchan e of inioration rnd it wilt tne responsibility of
the :ecretaries to briun. the Lnortion to the att:i »n of h

a:ror e oiicer ir; two or us.

o.c. Tr. Orn
"r. oucet
r. -son,

s alton
r. 'ear
r. Hill



AcA

'er ink ooverher 5, 19L7

tLiaio and xhzv of nr na - Mr nd land,

1e : vn ann, tnd the L Of
connre4.1ms.

2n) illation nt

e 1) rm lan aplica ti

r: .QVrt L . .:

J ry morr*tora

b) uilw Apor on a pplcatio

in) y InAnin on currant reqat or excaaw

d)i Dein .o g ,rant or roku.e exokhang

cew V tos o XAQLIN : t o car he nh n.

cson ofn t-lOnrv !V.o;r K Wre onxchagea



r. Jeure

P.Eon
Li IAb

t.A /<~



INTERNATION, - BANK FOR RECONSTRUCTION ANi JEVELOPMENT

OFFICE MEMORANDUM
TO: Mr. Walter Hill j DATE: October 24, 1947

FROM: M.M. Mendels

SUBJECT: Information on Fund Transactions.

Upon your telephone request, it has been ascertained
that prompt information on Fund transactions has not been
received by the Secretary's Department from the Fund. Our
enquiries show that such information has been forthcoming
at various times upon en-:uiry, and by word of mouth.

I believe it would be possible, in the future, to
arrange for such information to be forwarded regularly.

In this connection, you will be interested in the
attached document, R.37 (Fund), approved in November, 1946.
Paragraphs nine to twelve specify the information which
the Fund was to communicate to the Bank.



R - 37 (Final)

(Adopted by:
Executive Board of Fund on Nov. 12
Executive Directors of Bank, Nov. 15)

INTERUATIONAL B4 NK FOR
RECOI S TRUCO1? LD DEVELOPI2NT

November 1%, 1916.

REPORT OF T7E JOIT STANDING C0IT-ITTEE
ON PROVISIONAL PROCEDURE FOR LL-ISON

BENTEENFdND ND B UK ON
FIJdCIA ASf5TAlNCE TO BER31S

1. The Joint Standing Comittee of the Fund and Bank, at its
meting on October 2, aIrood that Fund and Bank actions are camp-
lmnntary in many r spot and that it was asse,,ntial that a procedure
should bo quickly prepa red in order to ensurc that there should' be
close collaboration <n financial assistance to zcnbers, with due
regard to the respective rcsponsibilities of1 th , tw inst tutions,

2. It was rocognized that certain loans by the Bank would
have an influence upon the proble'S and action o the Fu- d, and
that certain actions of tlh Fand ould have an influenco upon the
operations of the Bank. Accordingly, it was agred that the Fund or
the Bank .ould discuss with meobers natters of nirect concorn to the
other institution, on after duo consultation.

3. The folloin procadurc ;s submitLd by the Joint Standing
Committee as a arovisional plan for carrying out necessary cooperation
between Fund and Bank on tasks of mutual interest and concern. This
procedure is additional to the intorchange of agenda and othwr
documents, a previouslyagr

General

4. On matters of interest or concern to the Bank, the Secretary
of the Fund -ill ascertain whether the Bank wishes to express an
opinion, and will arrangu for its convidration by the Fund. Siilarly,
on matters nf interest or concern to th Fund, the Secretary of the
Bank will asccrtain whether the Fund .wi shes to express an opinion, and
will arranxo for its consideration by th Bank.

.ebers of the Joint Standing Committee may raiso any matter
of concern to both institutions at the regular neetings ove.ry two
wrocks or special aoetings of the Comittee.

SOC-10L



Loans of the Bank

6. Loan policies and programs Thich a being given serious
consideration by the Bank will be communatdA to the Fund.

7. With r espect to individual loans,

(a) Applications, statements of int'ntion to apply for loans,
etc., vill be coumunicated to the Fund wnhen they are pre-
sented to the Bank's Executive Directors, togetlr with
any accomanying documents b ring upon the financial 1nd
monetary position of the applicant.

(b) Docisions by tire Lxcutive Di eCters of the Bank ndmitting
loan applications for negotiation will be comunicated to
the Fund.

(c) Consideratin af loans by the Loan Conittees of the Bank

roport of th Ln Comttes il ae ivont tothe Fnd.

(d) Prior t f inal ction on ac ln, the Bok ill asc ortain
whether the Fund oex an ii on ay
aspect rf the loan o encern to the Fund; and. -ill con-

sdr siuch opinion_'1.

)Th Fund wicmllbinf d of l c by the Bnk

on) loa applications.
(I) fTh Bao -riii eeoaunicate to th Fundm such reports

cnce'raing outstdi ±n ans as are deemcd to b of
spocalL intret to te Fund.

8. Thernk -iii con ut te wfund through the Joint Standing
Committee on any uesoon of poic y arsiong in connection with loan
applicationr '1ich involvs th hort-ter. financial position of

, their montr or balance of payents position, or their
exehenge rate or oxchmnga rostrictions.

Actions of the Fund

9. ith res-ct to Fund trenactionas,

(a) The un will comunicate to the Bank fortnightly state-
onts of the financial positi ns of meobrs in the Fund's

books n o:;ill c'll the attention of the Bank to ary
unusual proposals or developments conicerin aund trans-
actions

Soc-104
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(b) The Bank shall be informed of any proposed step to
declare a aember of the Fund iol ivibie to use the
resources of thoe Fnd.

(c) Prior to ary final action which alters substantiaily
the ability of embers to use the resources of the
Fund, the Fund -":il ascertain whether the Bank v:ishes
to express an opinion on any aspect of concern to the
Bank; ,nd will consider such opinion.

10. Decisions of the Fund concerning par values will be
communicated to the Bank.

11. With respoect to excoange restrictions,

(a) The Fund il inforn tie Bank of all proposed actions
Uith respc~t to the exchange restrictions of menbrs,
Thore sue acons are of significant inter et to the
opsraions f the Bank.

(b) Decisins f t Fund en exchange rostrictions will like-
Cise be consmunicatod to the Bk,

12. he Fund will akoae toLI L 39nte Bok inf)oration con-
cerning the bealance of paymnent s and mtr. y position of on:bors,

13. The Fund vill consult the Ba throughr the Joit Standing
Committe on any question of nolicy arising in c'onnctin with its
transations ih members ich involves the long-torn financial
position of nmbers of t'ir reconctruction or developnant progra .

14. The Joint Stndirno Comiato; discussed the natter of
ropresentotion : nI ting Exentive Directors and concluded
that tho presen procedure whereby the Executive Directors of each
.nstitution invi t* roepreseneativo s of the other to apporit
eoatings should to continuxed.

Distribution:

Executive Directors andC +lternates

Prosident (U)

Virce Pr Esidr nt
Treascurer
Gon rnl Counsl (10)
Loan Di.rector
Research Director
Public I fomtion Director
Chief of C orsunic ations
Secretary
Secretary, International :onetary Fund (Io)
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.. : rtr h Jetober l ?

d wn ission to -ember Countries.

1. Ths afternoon vd word on the above-mentioned subject with

tr. John l. i ihr, the :stin inagin iirector Ari h

I referred to theo invitat ons which the iank had received to send

representatives to exico, Peru f (infornally) oallvia a.n. to

ruerstnin; th e 'und had received invitaeions t' send

s onn to i ru, oliva e Costa hic.

aid that 1 was sure that to would agree th t it would be unsatis-

factorrj and., posbly, enbassn: for uncoordinated .iank and Juno

nIoS to oeate sultaneously in tomember country. I thereiore

thought that we hould talk h mtter over n endeavor to reach

,greent on h: to answer these particular invitations and how to

arrange our issions.

2. In reply, ; shar a howed y tetegme wi i the lund A ,at re-

coived fro. Toe sayinr 4a th uand ~oard had agreed to accePt

tho :nvitation to Peru t ,at G'utt ~ied dcmatter

wt the >ek. In view : tiis, fn( of the act that .sner is

leavinr the und ior goo. at the enl o. trais wee tere was no

point to be served in 'rea: in for i icial. onv rs tone ths

3. h e axine, however, i ishr expressed asprsonal agr eement

witi te o1 oloin su; etdons which I puft torward:

(a) henever rejuests i o issions ar received c either the sank
o th ir h rat r should discussed between the: prior

to acceptanceO.

(b) In cases where the ank und receive redeats or A misiona

simultaneously, such missions should be coordinated. according

to where the eph 1asis lor a reust for a mission my lie, the

raission abould be headedy a 3ankr or a und man, who would

allote various phases - te is on' work to ualilied ank

and runa. members.

(c) If eithr the K or the una received a re uest for a mission

whici. id not involve the other institution ofilicially, they

should nevertheless conul1t with the other, with a view to deter-

mining whether atai embers from the otiher should be borrowed,

either or particular tsks or to re ort the other institution's

point of view.

*iaher will see that a copy of hia telegram is sent upto the oa icialici

ASGH/ts



TERNATIONI BANK FOR RECONSTRUCTION AN[' 'EVELOPMENT

OFFICE MEMORANDUM
TO: Ar. 3. hoar DATE t ?

FROM: Gilbrt i. Ice

SUBJECT: Suggetions which i it be advcnced durin Staff t ei
called to disgusa coordination be;ten I7, D And N alp

Steho me nt a) irblem

It is understood that the IF has received invitations to send
missions to Peru, Bolivia and Costa Rica.

The !la has receiv d invitations to :end represeratives to
Lexico, Peru and (informally) Lolivia.

It is considera teat uncoordinated ld and 19D missions operating
simultaneously in a menber country may be unsatisfactoary for the following
reasons:

a. Unnecessary duplication of effort may result.
b. The 1 1Z and the l. may arriva at different answers

to the same problem. 12 this happens, it may be
embarrassins to the Bank and very confusing to the
meber govermecnt,

e nommndation 3

it is reco.endcd that a mee , tin: be held with repres entatives of
the i in order to endeavor to reach agreement on the folloving proposals.

a. If the lId and th- LIIF receive reqiess for missions simultaneously,
such missions should be coordinated. Inasuch as the member novern-
ment bein studied probably ril renuest a lean, the coordinated
miasian sould be headed up hby a recresUTative of the IBE. Under
his direrction, vrious hases c the iss ion' s ork can be allocated
to ualifi4d Bank and Fund staff memers.

I tW n abo ., suaestior is not accepted, the Bank and Yund should
at last re that each mission ill handle a portion of the total
work i order in revent dup lieti n1 and dIsareOement. TneI
rortion should he confined to mone and bking i.toers,

b. If only th In rcoi;.sLP a request Lfar ission, arrange nts
should he mode whereby an staff member can e orrowed for the
purpose, if such action seems desirabl. onversely, if only the
I- rceie uchn a reqVuest, the Int should be able to born a
ank s taff memner (s) i: avail:ble.

e: nr,. Hill
illiott

F F i C r S -710



INTERNATION BANK FOR RECONSTRUCTiON AN[ EVELOPMENT

,OFFICE MEMORANDUM
1 TO: Ir. . .A. doar DATE: September 2. 1547

FROM: Qilbet'ih. fle

SUBJECT:

kr. Lasch has just informed me that the International Tonetary 2und Ls

plan to snd missionS the ollorin countries in Latin a nca:

Boli via
fosta Aica

It is Wr. Basch's unIerstanding that these countries have erqueted
missians officially.

It is suggested that a mting be arranged between repre!entatives of
the Loan Department and the 1I1D for the urpose of coordinaing any
missonn that might be sent to Latin Amecacn countries. I believe that
duplicate missions would not be satisfactory to acev7 our objective.

Ar. Garner has just notified me that hr. fclovs has anproved the Bank's
missnt eru In order that I 1ight arrange a meeting with the repre-
sentative of Peru, it would be aprreiated if 1r. Elliott and myself
could meet wit you atyour earliest convenience to discuss this matter
fur the.r.

30f: rr
cc: ir. Elliott

IF p I C-F F RV I CE S 1 7. 10



Chiefs of. division Septembcer 1G, lJ.7

C. H. vies

Liai±on with esearch Leartment of International onetar/ Fund

The meeting that it was intended to hold some weeks

back was deferred because of the absence of key Fund officials

at the London meeting. It will be held as soon as possible

after their return.

In the meantime the attached program of work of the

Fund R esearch Department together with a list of memoranda

prepared by it are circulated for information.

Attachments

CHD:dh



[alterEHill sept. 1, 1947

S oarch :o ~taerXta of the r and aprerhtativos Or

Sthe notes~ nai oir A crl d a r. ener Is notedat saying "that the r! s proceeding or the asamtion, ir :stistingthe amount of interim aid, that rert~t no r tary reserven horuld not be
turther reduced.

0re co-ect nr errre atier of ,r. r view- would he s follovag
"ir studies ar rade corcerning the amonts of irt ri aid to be lven

to rAtions, it 'ightt i estenbie at t~o s rt uii h tro: Ar h t
ration ho d ise m .heir ,rently cvil ble ort erves
eC ore eir eligibl to reive 1rtri d d.! I

Mr. Rucirnki

Mfr. Hexner



INTERNATION, BANK FOR RECONSTRUCTION AND r EVELOPMENT

OFFICE MEMORANDUM
TO: , J. t. DATE: « .

FROM:

SUBJECT:

apartmenta lis ts of memoranda which the hav preard.Fo

a 7 vmioni i a attached,

I itink we shouldbe able to ~uld a v helpful, c0era-

tive relationsi ith the. ~. A ua esarc D t .o h

activities ill r paalle to ours, and .I would patcualyda

your at tio t their Iounty hooks.", If we~ set abou thel mae

in the~ right way, we should be abl not on to ai a grea dea

aEith readtowy and means ofaheig hsed

with u snahi soon af te - eur o my holday Inth manim

ink thr woldben hrmi lettin the cie of di io an

OF~IF St EiVI-CES 17.10



INTERNATIONAL aANK FOR RECONSTRUCTION AND VELOPMENT t

OFFICE MEMORANDUM
1Mr. A. S. G. Hoar

TO: Mr. C. C. Hamilton DATE: Augzust 14, 194?

FROM: W. . lelk

SUBJECT: Cooneration between International Monetary Fund and Lran lenartment, IBPI

I should like to offer the following sugestions with a view
to achievir4 more effective cooneration between the Research Penart-
ment of the Monetary Fund e nd the Loan Department of the IBI:

1. There should, of course, be close and constant contact be-
tween the division chiefs in the two organiza tions. But, in addition,
thore would, I think, be an all-round gain in efficiency if the staff
members actually working on the same country were to establish and
maintain the closest nossible coceration. This could be done by meet-
ings and dipcursions regarding mate-ial and ,1ans of study, by inform1
luncheons, exchange of rough drafts of reports for coarent, and, as far
as the cnn-iential natu-e of some of the Bank's information will allow,
the making available of filer and of general informational material not
included in formal "erorts.

Such con-eration would., I think, assume narticulur imnortance
wrhenever the Bank is undertaking snecial studies involvirg detailed
research on balance of rayments and similar matters in connection with
active loan arplications. Close cooneration at such ti::es would enable
staff members of both organizations to avoid wasteful duplication of
effort.

2. If the Fund intends to rreoare studies for non-member countries,
the Loan Derartment might use these studiies as its main background mate-
rial for such countries, thus being freer to concentrate, in its own work,
on countries which are members of the Bank. For member countries from
which no arrlicatione are erected in the immediate future, a similar
rrocedure might be followed, es-ecially by Loan Denartment divisions
fully occuried with a-rlicationE already on hand or in immediate pros-
nect. This would - &nd should - of course, not preclude the various divi-
sions from nursuing, as the time of their staffs rermits, indeoendent
studies on all countries for which they are resronsible.

q. No doubt some ores clirning service exists in the Fund similar
to that orersted by Mr. Jeal. By dividing up the nublications covered by
the two rrees clipping services, each service clipring two conies of the
oublications assined to it, one for circulation in the Fund and the other
in the Loan Department of the Bank, a greater yield for both organizations
would be likely to result.

OFF i 5FRVICES 7.1C
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INTERNATION t ' BANK FOR RECONSTRUCTION ANr flEVELOPMENT

OFFICE MEMORANDUM
To Mr. A. S. G. Hoar DATE: August 13, 1947

FROM: Gilbert H. Clee

SUBJECT: Suggestions as to cooperation between the Loan Department and the
International Monetary Fund and the Research Department of the
International Bank.

International Monetary Fund

It is understood that the IMF intends to prepare rather complete

economic reports on all member governments. We believe that these
reports may be of substantial benefit to us in our own studies, inas-
much as the work which they will do will involve the accumulation of
substantial material which we would otherwise have to accumulate.

As we undertake our studies of each government, we would be glad to
contact the IMF and obtain from them all reports which they have made
relative to that country. We believe, however, that it will be essential

for us to analyze these reports carefully, in order to justify the
conclusions reached by the IMF in light of our own experience, knowl-
edge, and requirements. If we determine that their conclusions do

not agree with ours, we will be glad to meet with them and endeavor

to come into agreement after consideration of the detailed material

which both of us have accumulated.

Inasmuch as the IMF will make its investigations for reasons different

than ours, and inasmuch as the IMF tends to utilize nationals in the
preparation of their reports, I do not believe that we can afford to

accept at face value the conclusions arrived at by the Fund.

We also would prefer to initiate all action relative to any cooperative
venture with the Fund. If we undertake a study of a country, we would

prefer to approach them, informing them of the material we have and
asking them for any material they have.

Research Department of IBRD

Our arrangements for cooperating with the Research Department are

fairly well established. As we undertake a study of a particular
country, Mr. Rist is informed. In turn, he designates a member of
his staff to cooperate with us. We intend to obtain any information
from Research relative the country in which we are interested, and
we propose to keep Research informed as to the pr'gress that we are
making as our studies and negotiations with any country progress.

It is also hoped that Research will be able to undertake broad continental

studies relative to Latin America, which will give us an over-all view

of certain problems-such as debt, commodities, flow of trade, etc.

GHC:mmr OFFICE SERVICES 17.10



Mr. A. S. G. Hoar AugUt 13, 1947

Gilbert H. Clee

Guaestions as to o oPeration between the Loan Deartment a the
interntion Monetory 1tnd and the ~esearch Department ,fth

Intern ti anal ban

nornutiorn ~onetary r ugu

mue.~ ~~~~~~C rr' s aov acmlu
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relative to that countra e helieve, dever, that it wil e
4r us to nalyze thos re) P rte car fully, in order to justify the

conucluslins reached by the It in light ;f -our own expriorence, knowl-
edge, and reqiremets. If ie de~ toen tha their onclusions dio
not ag ree with ous we wil be glad & to meet with them and endeavor

to int agrement afstr tnAi oration of the detailed mteria
which both ofa have accuuted

~1 n eirs, -2 inamuh a the 134 tenid to utilize nationals in th
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Mr. C.C. Hamilton 12 int 1947

L.G. Butchr, Asia-Africa Division

Cooperation with International Monetary zand

eferring to the meeting this morning in Mr. Hoarls office, I efer the

following surestions:

(1) That there be an early ex-change of information between the

Loan Department of the Bank and the Research Department of the FUnd on the a sin

saant of work in bot organi'ations.

(2) That the work program of the Research Department of the

Fund be made available to the Loan Department.

(3) That acopnlete set of the Fknd's Basic Country Statistics

be supplied to the Loan Department and maintained in the Loan Departmontis files.

(4) That, since some information to be handled m be classified

as "Secret", "Confidential" or "Restricted", it would be advisable to standardize the

terms themselves, the standardization covering both definitions and authority to clas-

sify and declassify.


