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1. ., Gall the qebst divided Byothe denis odeta® e
debn 1mex. JAleduntryaeiall be sddita-Yeeintdefdult
if 1ta dedit index 18 equal to nme or to three times the
size of Yhe-pum'of the debids-afall ecommtrides in “6bit
tlvigod by ho sum ol tnaﬁr &dhi% quatacg*wnicheqcrris
grea er,

This 18 ry first a rroxismtion. I have ut one
isstead of your ome half which seens tc e a good deal ton
stringent.

To mect yonr point o difiiculty, I amend this-
- And substitute icr L second ~lternative "three tizes the
9489 ot the su of Lhe debits of all countries tu cebit
« GAvided by one half of the sum of the debit cuotas of all
ecountries in the world", This re oves the adventitious
effect f{ immortant countries swin in: just into the debit
poaition.

2. Your 2 seems to me to carry tho kindiness to debit
eonntr&es to a paredoxicsl cxtre e and to ma-e the whole
sche:e quite unpalatabdble.

It 18 true that when I firet entered into this
discusesion I got eross with Hubert for saying $hit the
scheme must stand or fall by its suscess in *cunding up
the debits. This was Deecause e seesed to b¢ challenging -
your whole principle of making the credit countries
responsible for restoring thg balaneo. this T regard
as runaamontalo R

- But 1t is uat -Anconsistent with thls to deviso
some means of preventing countries exploiting the scheme
for their own advantage and getting cuite out oI hand,

Ia order %~ isclate auch eases we introduce the gadget
of defining default mot by the absolute sisze of the debit
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"l ta e the quota to he the su: of the va?ge af the country's
annggl gxpgrts g%c§h€12213 3§1 annual ;ag?rts 1n recent
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but by its relation to the average .lohit index. If you
thin- that "three times" is too harsh, T should quite a:ree
to "five times!' or whatever sumber you think. -

-:Bad ‘'when & dduntry-ddes read this unbnlsnced
position, ~thhdn T thini: we st tackle that country ant not
as:’ the credit countries ‘o nay up, \

It see 8 to me thal the Tirst tring to do with
any eountry in default is to ask the Investment =nard (or
"Internaiional Res urces Survey") to exa-ine its position
and report upon whether it is due to lac’ of control in its
fiaancial arrsnge-ent or to ite peculiarly exirent
esircumstances. In the latter case the Roard would be as'ed
as & matter of ursency to propose some sche e for developin
tie country's resources which would put its foreirn trade =n
ite feet, and sanctions would he deferred.

In t e forer cnse we have the usual re edies
of prohibiting eapital export, requisitioning surnlus old,
deprecinting the exe’' ange ete. Rut none of these recipes
give sufficient assurance that the -atter will de put right,
esnecinlly 4T there is soe lach of principle in the
government of the country. In the last resort we must ask
all members of the Clearing Ran¥ to pay in the nroceeds of
the defaulter's exports to the Clearing Bank which would dloc’
ther and pay the country so many shillinca in tre pound to

- 1ive on until its dedit was reduced.

This 18 no doudt objectionadle. But it is
applyins in the extre:ie "nd a pronriate case fn a resular and
general manner tre re-edy that was dein: applied sporadicall
and in t e interests of the temporarily stronger vnarty with
such unfortunate frequeney defore tre war,

Unlees you introduce this in the last ggfogg the
scheme will De critieised as altogether too soft, impractically
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, 1dealistic and wnacceptadble as a ratter of ordinary business,

1 have adopted your furt' er proposals for amending
the BoArd. I arree with your oajor one, I as not gquite
sure ghout the othresr, The economic and industrial
fuanctions of the Roard are to be dealt with by the co. ttees
witr 'arpropriate personnel, The governors are, according
to this constitution, only to deal with the ore purel,
financial aspects of the Board's business. I thought
that to introduce the bankers at this stage might give the
thing a solid and busineassli'e appearance, and indeed I
think the right ¥ind of people to deal with the duties
assigned to them, Tould not people like to think that the
honest 1f perhars nar ow type of banker who locks after
your deposit, knows the ropes of routine ban:ing and scares
away the wild cats, played some part? The other type of
mind zete iis scope on the com ittees which have 1 portant

B I did not rea’ly mean financiers, How would 1t
4o 1f I put- instead of "bankers and finsnciers" "deposit
bankeps”"” Or just "ban ersg"?
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