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DISSEMINATION NOTICE 
\- . 

'~. ,Thiscopy ',of ,this publication is for the information and~ use of the recipient 
<de~ignatedont,hefront coveFanclof individuals under .the jurisdiction of'the recipient's' 
,office.;who require the,'information for the performance of their official duties. Further 

" ,,'diSSeriiiliation els~wher:e'in the' d~partment to' other offices which requiXe the informa­
, :;-,':':;tion.:f6r;:the'~per:form~nceofofficial duties may be authorized by the following: 

, ", a:,SpeciaI':ASsistant to the Secretary of State for Intelligence, for the Depfirt­
:' merit of, State' , ' ' 

,.,b;,A$sistantchiefof,staff, G-2, for the Department of the Army.. ,~ .' .' ,. ," , ­

: ,:::c.:Oirectorof:NavaIIriteUigence, for the Department of the Navy 
• • ." .' J 

'>'.d., nJIe<;!tor of'Iritelligence, USAF, for the Department of the"Air Force 
i< ,e. Director ;orIn.teliigence, AEC, for the Atomic Energy Commission 
, J Deputy:Du-'ector for IntelUg(mce, Joint StatI, for the Jofut Staff 
,9: ASsiStant .Director for Collection and Diss~mination, CIA., for, any other, 

", ,c,', DepilrtmentorAgency , 

·':::i.. ';, ',,' 2., ·:th~,qopy ,may be either retained or destroyed by burning ,in ,accordance with 

,'1ap.Rlic'a,blese~urity ,regulatioils. orret,urned ,to, the Central Intelligence Agency by ar­
",:,ra.rige:roerit Wit:t( the'0~ce 'of Collection and Dissemination,'CIA.' , 
.. . , ," '. ..~"..,. .' ',-, . ;, ' ' .. \ . 

,'\', 

, , 

,,'> , ~IST~Wl.l,':t'iON;(9IA/~~~Series): 
': (}tIlC~, o~:"t:p.e,Presiq.~n~: ' , 


" ,.' 'National~'Security Council 

, ~ation~l;~~urity 'Resqurces 'Board 


',:,;r,,:I;l~~~~tIlf~~~iigr0St8:~ , '~:', 

, :-,' Oftlce ',of lSecretary of 'Defense 


,'bep~~ni-ept;,of;;the~dArnlY , ' 

Department\'ofthe'Nayy , ' 


,\ ,Depar£m:ent~'0f.;theAi~Force 
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. SUMMARY. 

~c~]it:jley'~J,it.i:;lin: tl,1e'Far'.East, the develop~ 
,U'" , .• " ....."'".." .....".... ".~MD4~ ,program.s, and 

iv~rtQjti&:,otJ::i~r,:tfac~tors. .' :brO,ught iIito focus 
, E~opean governments 
. ,t~:W~sVEuropean de;. 

·'of .rnin,ority groups, 
*WE!~t.ei'Il;::ll:ur (the NATOcoun­

espouse the con-' 
or[((~)~jne'ltrali:t:y '.whichinyolves ,Out­

,\J!.l':J.:J.,!~L1':"11C East':'West· c'onflict 

, .' ' ..~ 

the constancy of US policy and support. The 
. Third-Force' concept, on' the other hand, has . 

received more explicit formulation and has 
been espoused by ;irifluen~ial groups and indi­
viduals within certain West Eu.'ropean govern­
ment and official circles: . 

Neutralist sentiment-is likely to remain 
strong, and will increase ff there is serious 

. economic dislocation in Western Europe and 
if the milftar·y position' of the US, especially 
in the Far East, is weakened. The govern­
ments of Western EUrope will tend to respond 
·to popular demands .for an independent (but 
riot neutral) policy as their needs for US 
economic and' military support decrea!!le. 
Neither the growth of neutrality nor of Third­
Force sentiment will; however,outweigh the 
factors that· induce West European govern­
ments to support the achievein~nt' ofUSobjec­
tivesin Western Europe during 1950-53.. 

n'\lU'IA'l;.:!'"lUI""'~~~~,C"'I:IC"';C· organizations of the Departments of the Army, the Navy, and the Air 
1!·or'ce~'n·a.~Te· ,clonc:llrl~ed: in. thi/? :report; for a dissent of the InteIUgence Organization of 

ti~~~~ E;nclosure. This report contains information, avaUable to 
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"IRD~FORCE TENDENCIES IN WESTERN'EUROPE 

is ,important to 
:thecountries 

:dupng the ap­
.: pursue'poliCies 

aIid the USSR . ,,;',:.' 

, ' 

. such adherence 

~es1~:-;EtircJ:':t):"E~Ii'desires for 


'~ ,pOsition ,of 

; -it.is neces­


'~,Y~(il!p:g::.~()I;lI . 'by de­

~~,lJ,t~.,Cp:I:l(~~P.'(;~, of (a) n~u­


,: by, ,accord:" 
,neutrality 

i,'....<)i:lV'~L""tion from 
!ll1(l:,~~Jl()()ltness' from the 

which' divide 
".-.,',~",.""."",,,, 

of the nell,. 
-if their 

. . 
2. The NeutralisfPosition. 

a. Summary. . 
Neutralist.sentiment in Western Europe has 

many variations" ranging . from the sincere 
views· of mdividuals advocating armed neu­
trality along Swiss and Swedish lines to the 
attitudes of Communists who exploit the neu­
tralist line to their own advantage. It is im­
possible to measure theinfl-U:enceof this vague 
and unorganized popular sent:inlent. The in­

'. 	fluence.of the Third-Forc~ concept, also dif­
ficult to assess, is.1argely ,espoused by,govern­
mental circles 'rather than 'by popular groups 
in Western Europe. . , 

b. ' Composition and Strength oj Support. 
Articulate support of neutrality is found in 

a wide variety.of groups in w,estern Gerinany, 
France, Italy, and Denmark. There is little 
or no overt neutrality in 'G-featBritain, Nor­
way, or, the' Benelux countries. ~n Western 
Germany, the'leading champions ofneutrality 
are groups oHcirmer dip~om~ts, militarists, in­
tellectuals, ,and representatives of special in­

· terests. In France, neutralist sentiment is' 
represented by such divergent· elements as 
left-wing intellectuals likErJean-Paul, Sartre 
and Claude Bourdet, whose 'periodical, L'Ob­
servateur, is the chief vehicle of' anti-Arneri­
'can-ne'lltrality' in Western 'Europe,and such 
outstanding fellow-travelers' as Pierre Cot. 
The anti-US policy sometimes followed by Le 

· Monde,one of 'the mcistinfluenthil of the in­
dependent 'Paris dailies, represents a mixed 
class of readers, both' conservative business­

·men and', intellectual '. lil;ierals., Organized 
political parties' in Italy which have come out 
for neutrality, tqclude . the pro-Communist 
Nenni Socialists, as well' as the conservative 

, neo-Fascist 'Italian Social Movement, the 
Monarchists,' and the remnants of the Uomo 
'Qualunque movement. In Denmark, Social' 
Democratic' leaders ,have often expressed their 
regret that' a 'neutral Scandinavian ·allia:p.ce 
did not· materialize, 'and' .minor elements 
withiD. the ',party, as ,well as, the Radical Lib­
erals,generally still harbor neutralist feeling . . , 
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. .' :"/:', ',' . .. ~," ,., " ", . 

. .ciermany,:: opposition to remilitarization 
. . ·'be· .ascribEdto neutralist senti-

a.J:J.oUJL/::, ; mairilyout of war-weariness 
, "to' .beinvolved ill an' East­
.relati~e lack of influence of 

IT.l''i~·I1T·.U 0'1"nl1T1<!' arid their failure to find 
, :gove~ents of the NATO 

i)L1'UWU not. obscure the fact that their 

·'vanous·:factors :contributing to neu­
,:.Seltl~lJmeltlt·.· iIi the 'NATO countries are 

!~YI~n~)16IP9.:a·1·as.welr as, political, economic, 
are;, in addition, many 

,the individual countries. 
~~lit;ical;":'~Western '. European neutrality 
l11.Ul!='J.J.II: stems, ·.from a ,conviction that the 


.. « .... \IV .."r ~v~u,u!"." is primarily between two 

. n"'''''' ....·,,,., the US and the USSR, 


. " to spread to the 

:Eu.rQll.ea,n:':nal;iOlls.. , Another argument 


thie.l:l:ov·letv'",_,_._~... does not want a: war, 

.itS proper economic and 

:Inaddition, the neu­


, reiZed, upon: the recent. shift of 

wrn.~1tlo1r.lal activity to the Far East to warn 


. , ", :Eur9P~ari involvement in that 

, .. ,,'Filia]Jy, these groups attempt to mini-, 


',the' extent of. interests cOlnmon to the 

'·tot4~.West Europea:n,nation~ and the 


. ties . t~t ,exist . between the two 


""I.i"I.I/HIU~,~,.;.:,'. ')yest', European neutralists de­

plo:r.e~;·&ne· rria'h:itenance~of'the US-West Euro­

':. inlts present form as confirm-

il1,g\~~l1le:;E~COlnOlnlc'as .welLas the political divi­

~P.E~)E1UJ()pea:·n continent and its perma­

subordination to the US. 


.the ,'dangers of West Eu­

~""a.....L1U.~<;J.J[·".' .. 'tp what they consider a . 

anl[1/privi:1el'?;ed economy, and empha­
the East-West con­

·of ··Ii neutral pOSition 
·...co!:.........."... .".,. ·,res.umption of East-West 
,.,,,,<!tnl""'; the:balanc¢:in the European 

;"n··nw"i,andr,¢li¢ye':M~r~nall. Plan' countries 

of much of their dependence on the dollar 
area. 

Military. The military reasons for neu­
tralist sentiment in the NATO countries stem 
from: (1) the assumption that the Western . 
European countries, particularly under the 
current NATO arrangements, could not be 
successfully defended in the face of possible 
attack by Soviet forces in overwhelming num­
bers;(2) the belief that atomic attack, inevi­
table in such a war because the USSR now pos­
sesses an atomic capability, wQulq mean the 
complete destruction of Western Europe; and 
(3) inability of West European governments 
to make adequate prep~rations for the defense 
of Western Europe against Soviet attack. 

Because of the strong feeling that Western 
Europe cannot be defended, in view of the lack 
of any military force capable of resisting So­
viet ground and air forces, West Europeans 
can derive little comfort from the thought of 
Allied' naval superiority and strategic air 
strength in relation to possibilities of Soviet 
attack . 

Psychological. Much of the neutralist psy­
chology, especially in France and Italy, arises 
from war-weariness and defeatism growing 
out of World War II. Many of the French, 
for example, are inclined to question the effi­
cacy of any military struggle since, in their 
view, there is little distinction between the 
effects of victory and defeat. French and 
Germans alike dread. the thought of having 
their' homelands once again become battle­
grounds, particularly in a war waged with 

'atomic bombs. . 
Communist Influence. In their' struggle 

against the maintenance of the, US-Western 
Europe alignment, the Communist parties of 
Western Europe, through their anti-Marshall 
Plan propaganda, their campaigns against the 
MDAP, and especially their "peace move­
ment," have exploited genuine neutralist 
'sentiment in. Western Europe. The peace 
campaign, built around the Stockholm ap­
peal, has had some success in winning support 
from non-Communist elements, particularly 
in France and Italy, and to a lesser degree in 
spreading the notion that the USSR is essen~ 
tially dedicated to peace. 
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'~ddition to these over­ .the eyes of its various advocates, the Third­
problems which con­ Force concept may vary from a distinctly pro­

.., .... '''"';''''~vtJtt~1,~x~tiei1(~. of 'neutralist senti­ ,Western orientation (Adenauer's version) to a 
In France and position permitting close' trade relations' and 

COlnrr.lunis . parties are more cooperation with the East. Under ex­
:dominate the trade . treme nationalist 'leaders, in Western Ger­

that neutrality many in particular, the latter position would 
internal unity represent a serious obstacle to US foreign 

IPC)ljtlLCal.groups.· ,In Italy the policy.. 

. .' peace treaty have . 
 The more ,important implications of, these 

'-:toFnl~1itra].ist sentiirient, whlle in tendencies toward independence of US poli­
.~.rPl:r¢jMile\l.j.-·~1:4'•• 'is sometimes . ad­ cies, however, lie in the various schemes of 
.~nle(s()le:meanl;,o:t'secui1ng the unity West European integration. Emphasis has 

This latter view changed somewhat from the Third Force as
,cJ,\I:l'y~ele.n~epts ill the Evangelical an organization which would stand between 

LCLJ.LUCllC. ,and has the US and the USSR and act as a mediator 
:tensions in the West to the ,more recent version, supported by con­

~CU'llll:;". ··~.:ID..Denmark, and to some' tinental European Socialists in particUlar,
';. the profound feeling for which conceives of the Third Force as a con~

, . a factor ill· promoting tinental grouping firmly' integrated into the 
~i'~~tY.(S,~~ImI1O:en.t Atlantic community and capable of wielding 

an·influence comparable to that of the US and 
the UK. Effective development of the Schu- . 

'. West European man Plan establishing a coal-steel pool for a 
. . neutrality concept . single market in Western Europe would create 

t.;dl®.s~;nol:t:·i~r.e..l e~t participation in 'the a powerful economic and political basis for 
: rather' demands par­ such a. movement. ,Under such circum­

'oLl:f:il'~rml:;-' :of~ equality.. The Third stances, the Third FO:rce might become a· con­
'.. '.. . . policy formUla­ tinental combination capable of exploiting the 

.,' .>orfor Western Europe East-West conflict, rather than supporting, in 
rejects a completely neu­ every instance, the poiicies of the US. 

'. 'encourages policies illde-
The national concepts of independentac­, . 'ill direct opposition 

tion, which have found support in the UK andIt.is:based+argelyon the 
in the Scandinavian members of the NATO,. interests which 
and the Third-Force principles held in other ~ii~JlWa;y~~cqllfQrm tothoseof the US, and 
continental countries included in the NATO,!;g€it}:.e:~al:)concE~r'n····o:.ver US predominance. 
are favored by the following factors: (1) the

jnsist:sjjj[:a.~del;ire .to ,regain West European 
traditional national and European independ­", world 'affairs by creating 
ence of action that has survived the defeatism,condItions for exerting 
of war; (2) the, obvious differences in eco­.u....'.... : ....... c .U.j..j.l ....."i~LU....· ill. the' East-West con­


·of:a9.0pting an independent nomic, cUltural, and material interests Which 

~.aIl\au's: 'AnexanlPle is the UK's distinguish Europe from the US; (3) the prog­


:' policy of remaining ress toward West European economic recov­

\nT".Tr.t'\Tn· cUlrre:nt:SCllernes ',for European in­ ery which has lessened, even if it has not 


'~chii1~ioil,iWest German Chan­ closed, the gap between European and US eco­

called for the creation of nomic power; and (4) the growing belief, sup­


UJ.,q:ucu... '\Vestern Europe (incl tiding ported by the shift in the mllitary develop­

'Which could develop into ments in the Far East, that the US has in­


n.",."u·ui.,..A '''iC,n'''f''",:\;n .t,he East-West conflict, or creasing need of the political, economic, and 

cOllilt~rt.vv~il;ht iii,favor of peace." In military alliance of the European powers. 
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',: 'P~obablefuture Deyelopment of Neutrality 
Tblrd~Force :Sentiment. 

. a.Politf.calFactors. 
"t' ' " , ' 

. : ,The. intensificatjon of the East-West con­
, jna,rked by;a~de~riorating East Asian sit­

........ ~...u.u,' j,slikely~o;hav:'{~orisiderable bearing on 
,d,evel()pment,;()fW,est 'European neutrality 
T!rlrd--Forceseritfulent iIi the period 1950­

. The fact of open conflict between the US 
'and. a"'SovIet satellite; With the attendant 
'~trains on ,.world ,peace mechanisms, has 

, . peightenedEuropean alarm and desire to 
"~scape'involvement in a third world war. In-u. . -. , . . 

", c~~asift,g' involvement of the US in the Far East 
,:williIicrease European fears of US inability to 
::defend West Europe against Soviet aggression. 

"Sentiment. for: independent action on the part 
'of::th~.We~t'European countries may on the 
, contrary increaSe. As their individual and 
pollect~:ve 'military capabilities gain a greater 
deg:ree'of 'economic stability, they will seek to 

, ,adopt ,policies more independent of the US. 
'.'b~.. Econom~ Factors. 
, 'I.'.' ~ - • '.' -J;. .-' . 

'Th~,:rearmap1ent program will call for a 
,. ~conomic contribution. Diversion 

_"'S~;___ consiaerable portion of the West Euro­
'" ,', ' " capacUiy to defense objectives 


, J:pla.:c~ a heavy burden upon the economy. 

,,Th'~- ,. ',W1t~of such diversion is not certain be­

ca~,~, :~~pt,in Germany, there remains it 

:cOri,$~d~~~ble,military industrial capacity pres­

en~!y";unused., Sacrifices will also be de­

maP4~' of ,the people in the form of higher 


,tax.es'and lower living standards, and West 
will be very reluctant to make such 

sacrifices as long as a substantial number of 
can: be persuaded to hope that it is still, 

__~","'" .tbstay:out of a war between the US 
or until it is generally accepted 

, establishment thus created 
""""",... a ..... 'tee their security. 

. ' is also likely to generate a 
:s~ri?US 'in:fiation unless the West European 
go~,er:rurlents are prepared to restore or exert 

,dra:stic controls over prices and alloca­
,,,,,,,,,,n,,,, distribution of materials than is at 
Ireser,l,.t,::the: case. Prices hav~ already begun 

s,parply;inmapy,Western European na­
p~rtly as a result of the disturbance in 

l{or~a. Serious labor trouble is in prospect 
, ~he workers demand wage increases to meet 

the advancing costs of living. If granted, the 
increases will accelerate the wage-price infla­
tionary spiral unless at the same time produc­
tivity is raised, substantially; if not granted, .. 
widespread strikes are likely to cripple the 
rearmament effort. The net effect of such 
developments will be to stimulate neutrality 
or Third-Force sentiment, especialiy among 
the industrial workers and the middle-income 
groups, who are strongly opposed to losing the 
precarious gains achieved under postwar re­
construction programs, and who are already 
doubtful of the possibility or wisdom of trying 
to strengthen Western Europe militarily to re­
sist the Soviet threat. Such sentiment will be 
actively encouraged and exploited by Soviet 
propaganda designed to frighten Western 
Europeans away from partiCipation in alleged 
US plans for an attack on the USSR. 

The economic cost to Western Europe of an 
adequate rearmament program will raise 
strong opposition in many circles not yet in 
sympathy with neutrality or Third-Force 
groups. US willingness to help finance the 
program or provide the eqUipment will tend 
to counteract this opposition, but a' demand 
for extensive European self-help will increase 
popular resistance to the pursuit of US ob:" 
jectives and will diminish the willingness of 
the governments to make commitments within 
the program. Neutrality sentiment can be 
expected to flourish and make converts in any 
period of economic hardship induced by large­
scale preparations for defense in Western 
Europe, and US defense efforts will be success­
ful only in proportion to the degree of eco­
nomic stability maintained in Western Europe 
over the next few years. 

c. Military Factors. 
A considerable amount of neutrality and 

Third-Force sentiment will probably develop 
unless decisive preparations are made at once 
to defendW estern Europe against possible 'So­
viet aggression. The recent US announce­
ment of its willingness to despatch additional 
troops to Western Europe will be effective in 
reducing such sentiment only if, reinforce­
ment is undertaken on a scale sufficient to con­
vince West Europeans' that there is some 
chance of repelling a Soviet attack across the 
Elbe. Neutralist thinking will be intensified 
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.;~specially in view 
East. Italian 

liriiite4 by, Peace Treaty 
;by: a We8.k ',will to resist, and 

";,'-""''''j.JL~'''''''''''; c~n.triputio~' are likely to be 
. , . of interest.The 

Bemilllc 'countries will be . . .~, 

sttem~.eJ:ling .ofAhe naval forces 
,US and the UK 

6. Neutrality and Third-Force Versus Rearm­
ament. 

Although West European' neutrality lLI}.d 
Third-Force sentiment warrants realistic ap­
praisal and corrective propaganda, it is un­
likely to offer a major impediment to the 
achievement of US objectives. This will tend 
to be the case, even though a popular prefer­
ence fot neutrality is likely to remain strong 
,~nd although the· governments of Western 

/Europe will probably seek a greater independ­
ence in their national policies to the extent 
that their dependence upon US military and 
economic support declines. During the pe­
riod 1950-53 the decisions of the West Euro­

. pean governments will continue to be swayed 
by the necessity of this support, despite popu­
lar pressures to the contrary. This general 
conclusion is supported by a variety of consid­
erations (discussed below). 

a. Political Factors. ' 

The NATO governments will, partly as a re­
sult of the Korean war, probably become much 
more involved in the NATO defense and re­
armament activity, to a point where it will be 
exceedingly difficult for them to adopt a neu­
tntl or independent policy. Although few 
West European governments share fully the 
US views of the immediacy and extent of the 
Soviet threat, they will agree to cooperate with 
the US in defense measures, though this co­
operation is likely to be increasirigly cautious. 
As previously observed, neutralist sentiment, 
so far asit is pOlitically organized, is relatively 
uninfiuential and lacks the capability 'to dic­
tate the decisions of the NATO governments. 
It should be recalled, moreover, that most West 
European neutralists are not opposed to re­
armament per se, nor are they generally op­
posed to .the US or to the continued receipt 
of US economic aid. The current develop~ 
ment of some Third-Force thinking seems to 
be in the direction of a continental group 
firmly integrated into the Atlantic community, 
though not necessarily committed to all the 
poHciesof the US. While the Korean situa­
tion may raise doubts concerning, the possi­
bility of achieving. a satisfactory solution, it 
will not affect West European active support 
of US-sponsored plans. 
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l\nlre8j~nt plaps, West European 
Ill:,~~;r~c:eivel: considerably less' eco­

. 'theperiod 1950­
"ternfillation of ECA. Al­

i~assist;anj~e' .qasaccomplished 
war-shattered econ­

and restoring a large 
. the people and stabil­

bve:i:mneIlts, .it .hasriot. enabled 
lJt:tULLlQ,1,11.111·",. tp reach a point at 

US>economic influence 
'...w' ....... ··," ...... foreseeable future, nor 

Ub!;taltltil:tl, iriiprQvements . in the 

Ne:lth"j~r' Will it. be possible 
,UQ,......Vl.lO ,to pursue a truly 

eO:Q.9IIlilC· policy as long as there 
lepE~~aen(~e on ,US assistance in 
:co:mnlOn' defense against the 
.. ·B:g~~sion.. Once commit­

.. ." " . t program, the 
require US lead­

:,c'oorclin:aticln;', the '~uropean nations, 

will continue to be subject to US policy deci­
sions in the' economic field. 

c. Military Factors. . . 
For the military defense of their area, the 

West European countries will re~ain during 
the period 1950-53 largely dependent on US 
support, particularly in the field of strategic 
air power and atomic warfare. For this rea­
son, they will be unable to attain an independ­
ent bargaining position that could seriously 
threaten US efforts in Western Europe to con­
tain Soviet aggreSsion. Although fear of mili­
tB:ry developments or lack of progress toward 
an adequate defensive position may encourage 
neutrality sentiment among the peoples of 
Western Europe, it is unlikely by 1953 to in­
fluence their governments to a point where 
the achievement of US objectives would be 
seriously hampered. Limitations on the scope 
of West European rearmament are probable, 
though not all of these limitations will stem 
from neutralist sentiment in the nations 
involved. 
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ENCLOSURE 

'. OF THE INTELLIGENCE ORGANIZATION 

DEPARTMENT 

of the: De­
.:,:......""'"."..." irl:"the major 'con­

.+if'>'.. ",,,';'+ :'Wedisagree, how­
"tements-because 

: sO'Unprecisely 
m11;:i:a. :i:Nhollv unsupportable 

. the following 

. ,:r¢lation of rising 
'Iy.. "WJ.J.I:',1)L 'is.t~o:ri~id and poses 

OF STATE 

what would appear to be equally dangerous 
alternatives. We admit that the impact of 
rearmament on living standards very likely 
will stimulate some labor unrest, but the 
existing governments are sufficiently strong 
and flexible to prevent this from developing 
into "widespread strikes" which "are likely· 
to cripple th~ rearmament effort." 
3. In view of Italy's present economic and 
financial resources, and considering the cost 
of modem armament, we cannot agree that 
the Peace Treaty is a major hindrance under 
present conditions to the Italian defense 
effort. 
The paper. also fails to balance the effect of 

neutralist thinking on the defense effort of 
Western Europe with a reference to the coun­
terweight provided by the strength and growth 
of the forces in favor of rearmament. 
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StJMMARY OF MAJOR ATOMIC ENERGY 
ACTIVITIES IN WESTERN EUROPE 

i 
;

-'­
_A. France i 

t 
~ 
I 

1. The development and application of atomic energy in France is, .i 
by government decree,-entirely under the control of the Commissariat a 
l'Energie Atomique (CEA) an organization set· up in October 1945 with the 
advice and under the direction of Fre4eric Joliot-Curie. The organiza­
tion and functions of the CEAare, in general,sllnilar to that of,the 
U. S. Atomic Energy Commission. The Commissariat'is responsible directly 
to the Prime Minister who;has the power to appoint and remove _its members, ­
a power exercised on 28 April 1950 to oust -.Joliotfrom the post of High 
Commissioner. 

2. The removal of Joliot, with_the planned removal of other known 
Communists, was the most significant development in the French Atomic 
Energy situation in 1950. However, despite Joliot's dismissal, nUll).erous 
Communistsaild fellow-travell~rs, employed while Joliot-Curie was in 
control, continue to function as emplqyees of the Commissariat.· In 
addition to the known Cqmmunists, it may be -reasonably.asswn,ed that 
there are-a number of u:nknown CommUnists·whoarein fact Soviet agents. 
It will be very difficUlt to- find and get rid. of all of these.people. 
It .is _expected that Mme. Irene Joliot.":Curie, believed to be- a more 
rabid Communist than her husband, though she is not a card carrying 
member,will be, reliev~d of her duties with the CEA when her term as 
a commissioner expires in; January 1951. Jean Thibaud, Pierre Auger.,_ 
Louis LePrince-Ringuet, -Francis Perrin 'and Maurice de" Brqglie have all 
.been mentioned as. possible_ successors _to Joliot , with the last named 
filling most nearly all the ,requirements. deemed necessary for the post, 

. that is, a recognized nuclear scient~st working for the Commissariat, ­
the possession qf a personalltythat doesndt clash :with those of the 
heads of various other, scientific agencies, and political reliability.; 
However, de Broglie '.s age is' a. factor agl:i.inst him. . A reported solution 
to.the problem has been th~t thEl French GovernmentIllaY create a new 
ministerial post to coordinate the activities of· the Commissariat and the 
Centre National· de la·Recherche.Scientifique· (CNRS), the CEA becoming 
only a part of a larger. organization cQ\rering ~the whole scienti1;'ic field, 
with Gaston Dupouy, c'),lrrently director ofi!he CNRS, as the ~director 
of the. new organization~ . Apparently., it Was decided to lnake no ,further 
move until January1951,when,the. terms· of· all the Commissioners will 
have expired. 

3. Th-e principal. inst8.l;Lations of the CEAare. at three locations: 
Fort.de Chati:).lon,·the s.it~ of.the·p11e ZOE; Le Bouchet, the chemical I 
plant; and Christ-du"'Saclay, the sl;te of the. new pile which is currently· 

1 

[under construct~on. . 
r . 

;\1 
'1,.;, 1 ­
I 
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a.' The pile ZOE (for zero:; oxyde,' eau) is a uranium-oxide) heavy­ . . 
water moderated, low energy research tooL It' operates at ·approx~tely 


5 lew and is cooled by an external airbla:staround the water tank. 

Also located at Chatil~on are supplemental laboratories carrying on 

research in connection with the pile program, such as laboratories 

for phys'ics 1 chemistry, electronics and instrumentation as well as a 

factory manufactUring instruments necessary to the program, e.g. 

vacuum.gauges, massspectrometers j etc. About 400-600 people work 

here under the direction of Dr. Lew KOliarski who is also Director 

General of the CEA. 


b. The Commissariat's chemical plant for the reduction of uranium 

ore and extraction of plutonium, located at Le Bouchet, consists of 

four sections: (1) a chemical purification and reduction plant where 

U308 is reduced to U02 pellets' for ZOE and to metal billets for the 

new pile at Saclay with a capacity Of 100 kg of U02 per working day; 


. (2) 	 a uranium ore treatment plant with a capacity of one ton of ore 
containing 10% U308 per day; (3) a uranium ore treatment plant which 
is being installed and will have a capacity of 10 tons of ore con­
taining 1% U308 per day; and (4) a plutonium extraction plant. Plu­
tonium production at Le Bouchet is only on a laboratory scale 2 as the 
present stock, in the form of purified salts, is estimated to .be only 
about 25 milligrams No attempt is being made at present to separate0 

other radioactive fission products; however, all solutions are being 

reserved for further processing. Radioactive isotopes, prepared by 

irradiation in the pile, are being processed. 


c. Christ";du-Saclay, the site of the new CEA installations, is 

the first to be built· expressly for the Commissaria.t. A 'pressure Van 

de Graaff generator of4 megavoltsia planned for this site; the 

30-inch cyclotron of the College de France , originally schedUled to 

be installed here, will probably not be moved .since Joliot considers 

its disposition his personal perogative. The foundation for a 60­
inch cyclotron has been finished, and' the cyclotron should be com­

pleted and in operation in 1952. The first reactor to be built at 

Saclay will be a uranium metal, heavy water pile, rated at 1000 lew. 

and cooled. by argon free nitrogen. It was originally intended to . 

use a graphite moderator, but the French have not been aOle to make 

graphite suffiCiently pure for this purpose. 'This pile is expected 

to be completed in less than a year. The French have sufficient 

heavy water on hand and on order from Norway so that it will not be 

necessary to use the. heavY water from ZOE as originally planned. 

The uranium metal billets for the pile are being produced at Le 

Bouchet and converted into metal rods by Alais, Froges et Camargue 

at their Chambery plant. The French are thinking vaguely of an 


,additional 	pile at Saclay, a graphite reactor, but it will be 
several years before this can be accomplished. Ultimately, the 
laboratories at Chat:1.11on will be dismantled and all activities 
transferred to Saclay as facilities become available. 
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4. Known French uranium sources are meager 'but are probably adequate 
to support a limited research program. Uranium prospecting is continuing 
in Metropolitan France with additional teams being sent to Algeria, French 
West Africa and Madagascar. According to a reliable source, the following 
is considered to be a reasonable ,and reliable ,estimate of the present French 
uranium supply: 

In the pile ZO'E 
Purified O'xide,Stock 

3.5 - 5 tons of uranium oxide (UO'2)
6 tons (being converted to metal at 

Le Bouchet) 
High-grade O're 15 tons (has had pretreatment and'is 

ready for treatment at Le 
Bouchet) • 

5.' Alais, Froges'et Camargue, one of the largest chemical concerns 
in France, was commissioned by the CEA early in 1947 to develop beryllium 
metal. The CEA was, vitally interested in this met~since by using a 
beryllium moderator,theCEAcould cut uranium requirements by one ha~f, 
and thus conserve, the ,meager supply. It was reported in May 1948 that 
the company,was ,producing one ton of beryllium per month in the form of 
thin-walled tubes at their Salindresplant.' It has very recently been 
learned that the CEA is no longer, interested in this metal and that 
another firm, Gignoux and Company of Lyon, also commissioned by the CEA, 
had undertaken expensive' eX'Oerimental work in developing pure beryllium 
oxide and metal, but'ws now attempting to sell their product to the U. K. 
and the U. S. The capacity of their pilot plant is now 50' kilos a month, 
but the firm hopes by'installing additional facilities to produce one ton 
a month. The present price for the chemically pure beryllium is $51 per 
kilo which could be'considerably reduced in large-scale production opera­
tions. The chief source of the beryllium ore is Madagascar. The orily' 
teclmical difficulty, :the company is en'countering seems to be the forming 
of the tubes. 

6. In 'late May 1950' France was reported to be negotiating a contract 
with India whereby France would supply the know-how and necessary raw 
materials, including 30' toris of uranium, for a 5,0'0'0' to lO',O'OO',kw 
beryllium-moderated pile to be built in New Delhi. The latest developments 
reported on these negotiations are that the French Foreign O'ffice called 
inCEA officials and,told them not to proceed with any further discUsSions " 
with India. 

7. ,The French are still,. activ:ely pushing plans for a joint Western 
European cooperative program in the field of atomic energy. Their, 
enthusiasm for this international program is most probably motivated by 
a nationalistic desire to retain Continental Western European leadership 
in the ,atomic energy field, but is also no doubt largely governed by 
economic factors - the French are very short of money, and by establishing 
the international group at Saclay, they could carry out their own research 
with the help of f·U:rids contributed by-the other participants. 

- 3 ­
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B. lIINTER-EUROPEANII Atomic Energy Cooperation 

. 1. In the absence ofposa1ble collaboration with either the Anglo': •. 
S~on countries or the U.S.S.R., France. has hope.d .since the end of World 
War' II to be able to establish an· inter-European· atomic energy center ., 
staffed and operated by the'small'Western European counti'ies, namely, 
Belgium,France, Swe.den,Italy, Norway,the Netherl:andS,' and Switzerland. 
The. cr,eation of such a joint enterprise would' permi t ~ the- pooling of finan­
cial resources 1 and. scientific and technical knowledge', as well as the 
riec,essary raw materials and eqUipment producing facilities' possessed by 
the respective countries; that is, Belgium would make available its uranium 
ore, the Netherlands its electronics industry, Sweden its heavy industry, 
Switzerland its precision industry, Norway. its heavy water, and France its 
scientific leadership. France is prepared to offer the facilities at 
Saclay for this cooperative atomic; energy center. 

2. This idea has been championed by the French 'again and again 
whenever the oppo~tu:Dity presented itself. For.example, at the inaugural 
meeting of the EuropeanCultural·' Confe:r'ence in Lausanne on 8 December 1949 
and later at Strasbourg on 13 December 1949, the French members of the 
Commission for Sc~entific Cooperation appealed. for the urgent study of the 
possibility of creating a European Atomic Energy Institute to be located 
in France supported by funds from member states and enlisting the services 
of the best EuroPl!an technicians •. Since this appeal was believed to be 
backed by the Coinrilunists in the French AEC, it did not meet with very much 
success. 

3. These efforts having failed, .the Frepch are .now +ooking toward 
UNESCO and their UNESCO representative, Pierre ,Auger, to bring about a 
Western EUropean Atomic Energy 'Institute. At a very recent meeting in 
Geneva, the Commission for Scientific Cooperation, now composed of repre­
sentatives of Belgium, France, Italy, NorWay, the Netherlands and Swit~er­
land, considered the establishment of a European Atomic Research Center 
for strictly scientific research andadopt~dresolutions to accomplish the 
following: (1) establishment of a fund for the construction of a European 
Atomic Research Laboratory; national contr'ibutions to be bas'ed on the UN 
formula; the construction of a beVatron to begin,in 1951' and requiring 
about 3 years to'firiish; (2) the seiection of a central location, near an 
important city with adequate technical facilities, and near a frontier so 
extra.;.territoriality coUld be guaranteed by the Council of Europe; and (3) 
establishment of a study office to prepare.plans and ,programs under direc­
tion of Raoul D8.utry of the FrenchAEC andPierl;e Auger ofUNE9CO. Western 
Germany will also be included in this program if the Council of Europe will 
grant approval to the plan which was submitted by Francis Perrin of the 
French AEC. 

4. To date, there have been no concrete results of this movement, 
other than the adoption of the latest proposal to study the situation. 
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C. NOrWay--Netherlands 

1. Norway and the Netherlands, the two countries that have made the 
greatest strides in the field of atomic energy in Western Europe, outside 
of France and the U. K., have practically completed arrangements to collabo­
rate in the development of a low-power (100 kw) heavy-water moderated, 
uranium metal pile. The present contract, while acceptable to the Nor­
wegian Foreign Office, may not yet' have been signed because of Dutch 
insistence on certain legal technicalities affecting pai;ent rights if and 
whenever the joint program should be dissolved. The agreement is between 
the Norges Teknisk-Naturvitenskapelige Forskningsrad (NTNF j Norwegian 
Technical Scientific Research Council) and the Dutch Stichting voor 
Fundamenteel Onderzoek de~ Materie (FOM, Foundation for Fundamental 
Research of Matter) both Government supported,'non-commercial, coordina­
ting organizations that promote research in nuclear physics in their 
respective countries~ and in spite of apparent differences, the program 
is moving ahead. 

2. The present contract specifies that: 

a. The Netherlands will supply the uranium, not to exceed six 
tonsj (this uranium is part of a ten-ton stockpile acquired in 1939 
and carefully hidden during t.he intervening years); 

b. Norway will supply the ,site (Kjeller); 

c. Norway will supply the heavy water (7 tons). 

A six man Joint Committee (JC) is to be set up with six deputy members, 
three members of the JC and three deputies appOinted by each country, to 
organize the research work and to get the reactor in operation as quickly 
as possible. The, Managing Director will be a Norwegian, p:robably 
Dr. Gunnar Randers, the present head of'the Norwegian program. Collabora­
tion with other smaller Western European nations is contemplated and hoped 
for; the most likely candidate at present is Switzerland. The proposed pile 
is only a research tool, and though not specified directly in the contract, 
its ultiniate purpose is the development of commercial power production. 

,This emphasis is necessary if',financial support from the governments and 
commercial firms is to be obtained; 

3. Construc,tion work on the pile at Kjeller was completed by Christ­
mas, of 1950. This included a concr.ete building, a concrete block guarding 
against radiation, arid an underground section for heavy water storage. The 
analyzing laboratory is already in use, and important parts of the research 
equipment are completed and being installed•. The required seven tons of 
heavy water for the pile were delivered by Norsk Hydi"o in March 1950. 
Graphite,' to be used as the pile reflector; was to be sent from France in 
February 1950, but at the present time only half of this order has been 
received. The U308, l1hich the Dutch have already delivered, is being 
refined by the British, with American .concurrence, into urani~ metal. 
The purity of the metal will be adequate for use ina heavy water pile, 
although not as high as that used in the U. S. project~ Randers has 
stated that he expects the pile will be in operation early in 1951. 
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D. Sweden 

. . 
1. In December 1945 the Swedish Government appointed the Atomic Com­


mitte.e to work as',a 'coordinating and directing agency for'Swedish activity 

in the field of at·omic energy. .The o:dgiilal task of this Committee" which 

was purely investigatory, was completed. by Mai-ch 1946. when the Committee 

Was given the responsibility for'conductiDg more basic research. In order 

to carry out thepracticaJ. part of Sweden f s atomic energy program, the 

construction of an atomic pile and the procurement of material for it, 

a semi-governmental joint stock company; the A. B. Atomenergi (the Atomic 

Ene.rgyCompany); was formed in October 1947 ~ This company, jointly spon­

sored by the State and priVate industry has at the present time a share . 

ca.pitEd of 3.5 millionkrbner, of which 2 million was subscribed by the 


. State and 1.5 million by privateindustry~ According to its charter, the 
share capital of this company is to be not less than.3 million and not 
more than 9 million kroner. In'addition,to its share capital, this 
company had received. up tolJuly 1950 an aggregate of 4.5 million kroner 
as special appropriations. After the establishment of A. B.· Atomenergi, 
the Committee assUmed the role of a research council, with the principal 
task of supporting basic research in nuclear physics. and allocating funds 
to institutes for the pUrchase of eqUipment and for the hirfng and training 
of technical personnel. According to the. official report of the Swedish 
Atomic ConUnittee, the Swedish Government has appropriated a total of 12.• 2 
million kroner· for atomic eriergy·re!3earchfrom1945 to the present, including 
its contributions to the 'Atomic Committee and its subscriptiorito the shares 
of A. B. AtomenergLOf the amount appropriated, only 6 million kroner had 
been spent up tomid~1950. 

2. Of the Scandinavian countries Sweden has the greatest potential 

capability for nuclear research, but has not made the rapid progress that 

might have 'been.e:x::pected.- The reactor .which Sweden would like to have·is 

still in the ,blue";print stage, and it is noW estimated that it will be 

seyer'alyears before it is completed. Several of the factors that have 

l:ieen responsible for this rather slow progress are: (a.) the problem of 

uranium production; (b) the lack of electronic eqUipment; (c) the dearth 

of qualified scientists; and (d) the limitation of funds. . 


a. Undou.btedly Sweden f s chief problem has been the production 
.. 	 of uranium. The Swedes are concentrating on the production· of uranium 

from the low-grade. domestic ore. The uranium for the Swedish atomic 
energy program is obtained almost .exclusively from kolm at the oil. 
shale plant of Kvarntorp. The kolm is separated from the shale by . 
hand picking. A pi.lot plant for uranium extraction has been set up 
at Vinterviken, a suburb of Stockholm, but the output of uranium 
oxide obtained was stated to amount to only about 10 kg of U308 per 
day in December 1949. The plant is intende.d to reach a maxifuum capa­
city of 10 to 12 tons of uranium a year. 

b. The design of instruments has required a major portion of the 
effort up to this time, but it is felt that Sweden possesses, or w:i,ll 
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in the near future, enough equipment to handle the major requireIjle.nts 
of her modest atomic energy program. ' 

c.' The dearth ,of qu8.lified scientists, which Sweden is now feeling 

,,:,' 

. ,', 

keenly, is the result of a restrictive educatlonaJ.systein which permits 
only the cr,eamofthe crop to enter the institutes of technology. Plans 
have been approved to increase facilities so that a capacity of 4,500 
students can be obtained by 1953. 

d.' The, liinitation 'of funds has made it necessary to use the 
existing, widely scattered research centers, rather than concentrate 
facilities and personnel to the best advantage. Jealousies among 
heads of various independent research centers, now believed to be 
straightening itself out, also aggravated the, situation• 

3. sweden is'primBrily interested in pile development as a source 

of power since'the 'country is without adequate domestic sources of fuel, 

particularly co~. Her oil s~e reserves ,though large, are being 

reserved for emergencies in order that under a wartime blockade Sweden 

would. ,not be entirely without ,fueL ,The heavy water, uranium metal. experi­

mental pile, to be built in the stockholm area,is tentativ:ely scheduled 

for completion by JanUElXY 1954. The heavy water, which is on order from 

Norway, should be delivered by the summer of 195L However, Norway, out 

of nationalistic pride, did not start to fill Sweden's order for heaVy 

water until 'the, Norwegians were assured t~t their own pile program would 

b~ operating before the Swedes. Reflector graphite has been produced in 

some quarrtity by a Swedish firm and is currently undergOing laboratory 

tests for purity. ' 


4-. ,There has been some experimenta.lresearch on the separation of 

uranium isotope,s ona laboratory scale and: on barrier materials for 


, isotope separation by diffusion at the Roy~l Institute of Technology in 
Stockholni. This research is being carried on ,to produce useful amoUI,rts 
of stable isotopes for tracer work'rather than in the in~erest of pro­

,d.ucing fissionabie material for atomic weapons. 
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to certain bilateral clearing account currencies, the discrepancy.between 
the dollar r'ate and -tl1e dollar' cross-rate.s of the Western. EUropean. trans­
ferable currencies 'is riot wi.d~,epough to give the 'Iatter.a s~gnificant .. 
exchange rate adv<¢tage.. Th~re~oretDIlJ.ch :of, Western EUropet~ ·trade :with 
the }ftddleEast area is' now viritual~.~q~va1entto dollar area trade. 
Moreover, the principalsoftC?#rencY'~otiritrY ot the *ddle ~ast ~Egypt ­
now apparently views German marks, multilateral lire, and nonblock~d 
(Special No.1 Account) sterll;ng as llhardu currencies ..equivalent t,oDS 
dollars and convertible swiss francs.1/. Another noteworthy recent develop-, 
ment in the l-liddleEast has been' the te'rmiriation by'Iran of its bilateral 
commercial agreememt,s and, as a result .. elimination of most of· the cu.:r­
rency discrimination in that cOUntry's tra9-e. 

It was observed in the introduction that onE! meaningful definition 
of a "dollar problem" relates to the, possible inability of a country,' 
which:might be in overall balance,to'settlea bilateral deficit to the 
dollarare~ by' conversion of 'surpluses with third areas.. Although this 
situatiori imdoubtedly obtained after the war, the subsequent. development t 
when viewed in conjunction with the, existence of the, EPU me~hanism and of 
free exchange market· in sever~.11 schedule9- territorie'sll of the st:erling 
area (Kuwait, Hong Kong) indicates that many Free Worl4 currencies ~e ,. 
now convertible for non~residents'at a price. Because of the official, 
support given to transferable sterling in the free market and thestr9ng 
position of the mark~ among other reasons, this price is not very high 
now" Consequently,this' type' of lidolIar problem11 no longer need exist, to 
a significant degree .for arryvlestern Europearicountry.. ' 

6., .TIle 'World ,'Oil Complex. Some, of the' more .. significant' of Europe t!3 
multilateral transactions'affecting its gold' and dollar balance are in the 
oil sector. For numerous reasons' the patterns of settlements are not dis­
tinguishable in the balance of payments data of either the US or of 
individual European countries. One reason is that a large part of the 
operations of,US and British-DUtch oil companies involves the "off-shore 
merchanting ll of crude oil, petroleum products, and tanker services between 
third areas" To get even' a partlY 'realistic picture of the structure of 
world oil payments, it would be necessary to recorq all the.overseas 
operations of US controlled oil companies as though the oil passed in, 
tra."1sit through the US' (instead of more ,or, less directly from producing 
to refining to consuming country) and to treat similarly the oil produced . 
and sold by British...Dutch ~irms as though it ,physically transited ;the.UKU 

17 Under present regulations regarding payment for cotton exports., . 
- . 

This method was follo~1Ted in a study by l'lro Cornelius Dwyer (6f the 
National Bureau of Economic Research, of, "The 'Oil Trade in. the 

International Balance of Payments in 1951", summari2.ed in Journal of 

the American Statistical Association (September 1956), p. 508. 
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However, even with this sort of presentation, there are not. sufficient 
published data on which to base estimation of an oil balance of payments . . 
by currencies permitting an evaluation--for examp1e--of the respec~iye 
dollar cost components of US' com.pa:ny and UK-Dutch comPany oU sold in 
various areas. Finally it a Western European dollar. balance of. payments on 
oil account, such as the ECE has attempted to draw UPE./, would not be 
particularly meaningful since it would conceal .the very fundament~ dif­
ferences between the positions of the oil-trading countries (the UK and 
the Netherlands) and the continental oil-consuming countries. . 

When purchases of oil from US company sources outside the US are 
viewed as imports from the dollar area t there is a tendency to overate.te 
the true net dollar expenditure on the oil sector unless full account is 
taken of a number of parti4lY offsetting receipts that are often diffi­
cult to identify in the balance of payments: e.g., purchases of supplies 
and equipment or other local currency expenditures by the oi1.companies. 
The percentage net dollar comPonent ,in the'cost of oil .consumed by. Europe' 
has undoubtedly been greatly reduced since 1950-1951 as a result of agree­
ments bet~>1een the companies and the respective governments, .by the shifts 
in Europe1s major source of supply from the Western to the Eastern 
Hemisphere, by the construction of refineries in Europe, by the emergence 
of the US as a net oil importer, and by continued reinvestment abroad of 
a large proportion of US earnings from oil investments. The dollar' com­
ponent that still remains t while perhaps large in total because of rapidly 
rising oil consumption, is believed to be quite moderate in comparison 
with the dollar cost of marginal supplies of other fuels. The temporary 
disequilibration of Europets dollar balance .of payments at the time of 
the Abadan and. Suez oil crises has emphasized by contrast.the relatively 
satisfactory modus vivendi. that has evolved in more normal recent years 
in the multilateral oil payInents ..sector. 

Here again, the tncreasingcompetitiveness of European exports has 
been an important factor in the process of adjustment to structural changes. 
This has been reflected in Europefs demonstrated ability to improve its 
relative share in the rpaidlygrowing Middle East and Caribbean markets 
created by oil company expenditures. 

7. Hoarding and "Dishoarding!! of Gold. In the preceding discussion 
of Europefs settlements w1thotherareas, official gold transactions have 
been rather'arbitrarily assimi1a:ted to multilateral transfers of dollars. 
However, it should be clear that Europe1s monetization of gold from producing 
countries, such as South' Africa, is hardly·a multilateral settlement in 
the strict sense of the term since from South Africa rs point of vi~>1 gold 

2:.7 Economic Survey of EurOpe Siiicethe War, 1953, p. 92. 
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. . 
is less a fo of monetary reserves than a mineral commodity export for sale 
on the free market. Moreover, Russian gold sales in European free 
markets, ':.refKxrtedly totaled some' $150 mUlion in 1956. InaY' not be 
strictly mpara1le to normal multilateral gold transactions. The fact 
that offiaia;! gold transa.ctions now apparently pass through the free 
bull on markets', _re they are ineXtr.icably mixed in with transactions 
on private aacount !or hoarding and industrial purposes, makes it difficult 
to interpret oonsis~ the balanoe-of-payments significance of gold 
movements. ' 

There are believed to be gold hoards in France and other Western 
European countries eqUivalent to three or four years of the world's cur­
rent gold production•. The existence of these hoards is of great potential 
signifioanoe to Europe's gold and dollar position. To the extent that 
further net European hoarding may take place, this would mean continued 
diversion of new gold that would otherwise either flow into official re­
serves in Europe or, like other exports, finance additional imports from 
other parts of the world. BeSides the diversion effect, there is also a 
more direct effect on European official monetary reserves when counter 
speculative sales of gold are made on the free markets b,y central banks or 
exohange stabilization funds. At other times, however, intervention by , 
the authorities to stabilize free-market prices may tend to build up 
official reserves b,y net purchases of gold at a moderate premium over the 
official parity. Although the past year and a half has apparently brought 
a revival of net European gold hoarding,lI trends of recent years have 
indicated some loss of gold's prestige as an antiinflationary hedge in 
Europe. Therefore, it is not to be exoluded that this potential source 
of liquidity may' become effeotively available to the world's monetary 
s,ystem sooner than is oustomarilY antiCipated. Even if European "dis_ 
hoarding" were offset b,y increased hoarding demand in other parts of the 
world, the net movement to other countries, whether b,y legal or extra­
legal channels, would still be a source of financing for Europe since it 
would presumably have a real counterpart. Net hoarding or "dishoardinglt 

of gold, as a subtraction from or addition to other means of external 
finance, has usually been a function of relative confidence in national 
currencies. Like relative competitiveness in world markets for goods, it 
is strongly correlated with domestic financial policies. 

'jJ Samuel Montagu and Co. , Annual Bullion Review--1956, estimates that 
world hoarding demand in 1956 absorbed 10 million'ounces ($350 million), 
of which France took 4 million ($140 million). the Middl.e East 3 
million ($105 million), and the Far ,East 2.25 million ($80 million). 
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fluctuations, for example as a result of slackening of demand for exports, 

development of unfavorable terms of trade, or exceptional import requirement.s.· 
 ..Reserve requirements may also grow,.,'a~ the, framewo~kof protective devices 

(tariffs,. quantitative' restrictions, exchange controls) is progressively dis­

solved. And still, further increases in' primary or- second'a.ry reserves may be 

required to·facilitate progress 'toward thelonger-run objectives of ,full trade 

and payments liberalization and curreney convertibility. On the other hand, 

any noticeable progress towards alleviating s'hressesin in~ernationalpayments 

and structural imbalances may reduce the incentive for accumulating reserves. 


Dc> Su.~ry Con<?1usion 

After'declining steadily from 1947 to 1953 (except for 1951), Western 

European ~"Penditures in the US rose sharply in recent years; exclusive of 

ohanges in gold and dollar holdings, the rise was 15 percent in 1954, and 19 

percent in 1955, and again in 1956. In the first half of 1957 the rise was 


. so abrupt as to cause a drain on reserves and revive fears ora "dollar' 
shortage". ' 

Nevertheless - and with due regard,'for the -nazards- of prediction when 

so mar.y independent variables are involved -- there are a number of factors 

that suggest that the average rate of growth in 1i1"es tern European demand for 

dollars over the n~xt~,de~de may well be slm'''er than in recent years,and 

slower than the growth in. total dollar supply. ,The bulk of the receritspurt 

in demand (over 90 percent from 1954 through 1956) 'has been accoUi1t'~d-for by 

merchandise imports from the US. Although these imports were stimulated by 

inflation and by relaxation of trade. restrictions, there were major pressures 

that were temporary, including ,last year's cold weather and bad J:1.arvests, and 

the Suez affaiT; it is significant that imports from the' US levelled off in 

the second quarter of 1957., Fut:ure increases in demand for dollar coal, wheat, 

cotton and oil are likely to.be-moderate except during emergency periods. 

Antiinflationarymeasures arebeirlg'intensified., Moreover, sl.ower increases 

in labor supply andirl productivity will, probably moderate the p3.ce of economic 

growth and hence dollar'demand, although unfortunately also lessening EUrope's 

aollar earning possibilities•. Also the shift away-from 'the US as a supplier 

is likely to be accentuated with a continuedincrease.in availabilities in 


. Western Europe and elsewhere, and as European producers become more competitive 
in production and marketing'techniques.A1though outlays for servicing US 
investments and for travel will grow, there is a good :prospect that transport 
costs will decline. Thus on balance Western Europe may be in a positiori to 
resume replenishing reserves in the years ahead. 
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VII. EUROPE rS ABILITY TO. EARN GOLD AND DOLLARS FROM THIRD AREAS 

A. 	 The Role of Western Europe I s Multilateral Gold and.Dollar Settlements 

The .net gains or i~ssesof gold reserves and . dollar holdings· by 
Western Europe arise (a) from transactions with the US and (b) from other 
transactions, i.e. (1) gold and dollar transactions with ·third areas and 
international institutions, ll+cludingbut not limited to multi!ateral 
settlements· reflected in the US :baJ.3.nC3 of payments'lnth Europe (aii Un­
known amoUnt), and (2) hoardini7, a..'1d t1.iGl1o''ll'dingof gold within Europe. 
The difference bet.l·;een the r..et ch<::.ng::! in Europe r s estimatied, gold r~serves 
and dollar holcl.i.'1gs and its P.'or:.e....~al bilatel'al balance of payments with the 
US, as reported .in US s1jatisHcs (excludingllerrors and omissioristrh gives 
a rough measure of net changes arising from transactions other than with 
the 	US. ! . 

Neasured in this .. vlay, .as in Table 23 above,the role 'of nother 
tJransactions ll in explaining net changes in Europe rs gold reserves and 
dollar holdings seems very smail ($1.1 billion for the period 1950-1956) 
in comparison 'tn th the changes' in reserves lIexplainedtl directly by the ' 
bilateral balance of payments'with the US ($7.8 .billion over the seven':" 
year period). To be sure, if. one looks 'at·the last fouryears-~1953~1956.:..­
the !Iother transactions II . are '. considerably larger ($Li.8 billion) ih propor­
tion to Europe r s bilateral gains from the US ($4.3 billion) ,.:but even so 
they could be largely. or entirely. "explainedit by aCquisition of newly-' 
mined gold from the overseas sterling ·.area. 

There ·happensto have been a' surprisingly close net· bilateral' .balance 
in recent years between the US and each of :the major areas distinguished 
in the US balance of payments. Undoubtedly,. postwardiscrindnatory policies 
have led to an increase in the proportion 'of the trade'ofiildividual' . 
cOUntries throughout, the world that is bilaterally baJ:ancedand h~vealso. 
reduced the scope of multilateral. settlements in the transactions b~tween 
broad currency areas. Y Nevertheless, numerous significant patterns of 
effective gold and dollar multilateralism,can still be traced, especially 
if Western Europe is considered separately from the overseas· EPU areas~' 

The principal types of~.transactions contributing to the difference 
between the change in Europe's gold reserves and dollar holdings: 'and its 
net bilateral transactions 'vlith the US can be listed as follows:' 

g 	 Cf.MacDougall, The World Dollar Problem, p. 370, Table 55; 
UN, World Economic Survey 1956, p. 36; and testimony of Herbert 
V. Woolley on world payments patter.nsin US House of Representatives 
Subcommittee of the Committee on Ways. and Means, Hearings; Administra­
tion and eration of Customs and Tariff LavIs and the Trade AO'reements 
Program, p. 79. 
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1. 	 Transactions 'Wi. th the rest of the dollar area: 

, ,( a:) Canada, , 


(b) 	 Dollar countries of' Latin American and the Philippines; , . . 
2. Transactions lvith international, agencies;' 
3. Multilateral US aid expenditUres;

,4. 	 Transactions of the, overse'as, 'sterJ,.ing area and other, overseas 

European monetary areas, including the acquisition by Europe of 

newly-produced gold from these areas; , 


5. Transactions between Europe' am other non~dollar areas producing: 
(a) 	 Settlement of bilateral clearing balances with gold and dollars 

or with Ifswitch II transactions· 
(b) 	 Multilateral effect of trans£~rability arrangements; 

6. The world oil complex and similar merchanting trade.;; 
7. Hoarding and dis-hoarding'of gold,. 

The above classification, chosen for expository purposes, is ob­

viously not strictly consistent and involves some overlapping. (The oil 

sector, particularly, cuts across the other sectors 'of the wnltilateral 

balance of payments, ,but it deserves separate considerati,on because or , 

special financial ,factors affecting the recepts and, expenditures of the 

oil companies .. ) In any case, it is 'not feasible" to attempt a statistical 

reconciliation of all ~~ese heterogeneous multilateral patterns With the ' 

reported US-European balcnce of payments, on the one ham; and the net 

change in reported European gold reserves and dollar holdings, on the other 


,hand. Indeed, the very difficulty of such '. a task testifies to the progress 
already made toward effective multilateral convertibility, since it is 
no longer possible to draw a clear-cut distinction between goldcnd dollar 
transactions and transactions involving other currencies. 

, , 

Table 23, line 4, indicates that the net balance ,of transactions 

other than with the US resulted in a large net loss of reserves by Europe 

for the three years 1947-1949. This, of, course" reflected the fa.ct that 

lll\l.I'ope t s imllediate po6twar dollar shortage represented a payments 1m",:, 

balance not only toward the US, hut also tow'ard Canada, Latin America, " 

the Middle East; "and other countries. The magnitude of Ws accounting 

imbalance also reflected, however, the availability of gold cn d dollars 

to finance the deficit, fir.st from reserve holdings, laterfr.<:>mECA fUnds 

made available for off..shore procurement of oil and other commodities. 

In 1950, accompa.:n;ying the outbreak of ,the 'Korean "Jar, there was a temporary 

gold and dollar surplus ,for E~pe on' third-area transactions attribu- ' 

table mainly to the ,high US ,demand fO'r rawm,aterials from the sterling 

area. In 1951 and 1952 the balance was aga:in negative, but from 1953 on, 

Europe has been a net gainer of gold and" dollars from the third areas. 


The appearance of this: gener~y well~sustained improvement is, 

of course, the resUltant of a, complex of factors: monetaI'lJ, structural, 

institutional, political, and military, 9rentirely fortuitous•. One 

structural change, for example, that operated in, favor of Europe, dunng 

the postwar decade, was the rapid exPatlsiqn :of 11iddleEast oil production, 
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which, in conjunction with changes in the stru.ctureof the world oil tr&de, 
tended to decrease the marginal dollar cost of Europe.' s rapidly increasing 
energy requirements. However, perhaps the most important of the favorable 
factors 'V1as the restoration of the competitive strength of the European 
products offered in world markets. Replacement of war d.aJnage and the coming 
to fruition of investment projects undertaken in the reconstruction period 
were necessary preconditions, but would not in·themselves have been' suffi ­
cient without aChievement of a better international balance of effective 
demand. In. some Europeancountrles, Characterized by parf4;·illy IIsuppressed ll 

iJifl~tion, this. meant reduction. of the exisiiingov~l.:'-Bq1P.~~!.oby disin­
flat~onary creditor. budget policy or by currency"'refo:Jillf;;r,..~ others, 
which had suffered inflation of the "open" variety, it involved mainly 
correction of price and cost disparities relative to the US, sometimes by 
exchange rate adjustment, but more often by keeping the subseqlent growth 
of current home demand from exceeding the pace.of productive expansion. 

The monetary factors affecting .competitiveness can be measured by 
comparison of index number~.. but for present purposes it is. enough to . 
point out that the best index of competitiveness is the increasingly 
vigorous effective show.i.Ilg made by European goods .·inthird markets despite;"­
or, to some degree, because of--the decoI!IPartmentalization;'of currency 
areas. The fact that European countries have not oom~lotit badly in·this 
competition in the recen~ years of' increasing freedom 'fortrade and payments 
suggests that they need have little fear of further progress toward a' . . 
multilateral system as long as c;reation of excess domestic purchasing 
power is kept sufficiently in check. . 

B. 	 Patterns and MeChanisms of Multilateral Settlemen=tAffgbi1OO Euro~1 s 
Gold and Dollar Position.. . 

1. 	 The Dollar Area (Other than the us) 

a•. Canada. Trm saotions with other dollar-area countries ob­
viously have the most direct,' indeed, virtually a one-to-one impact on 
Europe I s .doilar position. This is particulBrly true as regards Canadian 
dollar transactions. ~o be sure, Europe1s merchandise trade with Cmada 
normally yields a considera.ble dollar deficit:, bit despite th.e geogra.phic 
and other structural factors 'Which have always tended toorlentmost" of. . 
Canada's import trade toward theUS, ; even when Europe'."viaj;:itie1 lfi1i.j or source 
of foreign investment in Canada, very great' opportllhities' eX:i:st for E:urope 
to compete more effec-bively in this market. To refer to l'Europe(r Sll abilit;i' 
to compete is, of course, to· use a misleading figure of speech•. 1rJhat is 
meant is the cOOlpetitiveness of individuall European countries: mainly.·· 
the UK and Germany,but also Belgium,Frchce,·the Netherlanp,s, Switzerland, 
and Italy" TheUIP'se:xports to' Canada have had ups and downs" but hav:e 
recently shown a new b1.'l:rst of strength (up 26percnt from'1955 t.o more than 
half a billion dollars in 1956 and still risitlg).: West German' exports' , 
to Canada quad;-Upled from 1952 to $86 million in 1956 and ar,estill rising. 

y 	 RfO Triffin, Europe and the Money Ivluddle, pp •.77-79. 
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It is worth noting that the share, of trade: with Canada and Cen~al 
America, both in the dollar area, has increased, since the prewar period. 
The proportion of imports from Canada remained csta"l?le at about ~ percent ' .. 
of the total. Exports to canada rose from $155 million in 1938 to $770 
million in 1956 or from 3.7 ,percent of total exports to 5.1 percent.,' Im­
ports from Central America rose , from about 2 percent to about 3 percent of 
the total, while exports rose from $78 million in 1938 to $448 million in 
1956, or from 1.9 pereent of total exports to 3.0 percent. 

, Exports to South Amerieahave recently been a significant exception 

to the generally strong upward trend' in Western European exports. The 

aggregate value fell in both, 1955 and 1956.' 


On a payments basis (importliS f~o.b.; compared with, exports f ,!o.b.), 

European trade with the world otherthah the'US is Iriloh more favorable 

than the raw trade data discussed above ,wo\lld indicate. ,Merchandise trade, 

on a p3.yments basis, bas beenrela'tively close to balance. Imputed 

balances for 1953, 1954, and 1955 were approX:hnately -.~200 mllion, ,t.$200 

million, and +$300 million.Y, ' " ,,' ; " , 


2. 	 L"'lvisibles. 

In recent years average, net EuroJl6B:n earningS f;rom ,invisible trans­

actions with the, rest of the wQrl~ (excludfng the US) have averaged, over 

$1 billion annually. Theirrelative importance" howElyer ,is,much less 

than in the prewar period., Ini938,net invisible earnIngs, in the rest 


'of the world, including the US, suffioed to pay for 27 percent of, European 
, commodity imports. 1953 irivisible earnings (including US military: ex- ' 

penditures in Europe)'piid for only 7.5 peryent,of Europeancommodi~y im­
ports and 1955 earnings only 8.7 percent' of 1955 imports. Table 19 shows, 
the Eur opean innsible balance, with eountries other than the IB .. 

Table 19. 	 Imputed Balances of QEECCountriesService Transactions 
with Rest of the World, Excluding my , ' 

(Mill1(ns of dollars) , 

1953· 1954 ' 1955 

Transport ,t.357 -/-526 -/-335 

Travel -P.48' +349 1-398 

Investment Income +564 +-557 -/-526 

Military , ,', , ...1,1~0' ...;g83 '-650 

Miscellaneous and priVate tr~sfers" +788 , i:8?7 -/-646 


Total 	 -/-&';7 .,t.l,J;26 ' +li255 
11 	 The method used, was to subtract the JJS~European balance shOWl;l ,in the m 


balance of payments from the European balance with t4e world, as reported 

by OEEC. This procudure is subject to a number of defects. It is be­

lieved, howaver, that it properly indieates general orders of magnitude. 
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, Europe has aoquired gold and dollar reservesthreugh transactions 

other than v..rith the US in most reoent years. The l'011cTh1ing table shows ' 

the extent of suoh aoquisitions. 


Table 20. Gol?- ReserVes and,'Dollar Holdings Acquired by:Europe' 
through TranSactions other than with the m 

(Million of dollars)!:! 

1950 1951 1952 1953 ' 1954 1955 '1956 .. 

-/-534 -811 -434 -/-710 +511 -/-185 +419 

G. European Gold Reserves and D6llar Holdings 

1. SifWificance of, Changes inResE<rves~ 
. "'. " , ~,' .. 

Reserve changes are frequently indicative of the. changes, in a 
countryts· general payments position and at low levels reserVb :..08s €.Is' tend 
,to force governments to take more or less drastic defensive measures. 
Nevertheless, the significance of a given change in reserves depends in 
large part upon the circumstances caUSing the change, and cannot necessarily 
be derlv~ from the direction 'and extent: of the change itself .X"deo1ine ' 
in reserves, for example, might either represent an' uricontrollable 'capital 
flight or a governmental policy, decision that the trading position is so 
sound that fewer reserves. are needed. An ~equate explanation of thesigni';" 
fica.nce of a change thus depEmdaupon a detailed ana-lysis of the entire 
nei>.llS of foreign transactions recOrded in the 'balance of payments, with 
attention to government p"oiicies and other' fac'tors shaping the pattern of 
transactions 0 ' " , 

The ability and willingness of a country to accumulate and maintain 
'reserves depends on :anumber of factors. :Among the more imPortant are: . . . , . . . 

a. I.lli;Lrea1 or imagined need for reserves. This is ,related to 
the level of trade and other foreign transactions, the probability of tem­
porary disparities in the 9,evelop!1ont. of payments and reoeipts, the availa­
bility of "secondary reserves", thevulnerability of the currency to capital 
flight, legislation or pui:llic attitudes concerning theam01.lnt of "covert! 
needed for the domestic CtqTenay, and the factor of prestige. ' 

b. !ho cost o:r~intaining reserves. This involves the;benefit 
foregone by'holding rather 'than spending the reserves.. Other things being 
equal, the tendency to hold.resorves in the form ot'interest-bearingshort­

,term balances ,in the US combined with the recent increases in interest 
rates. here have reduced the e'conondc cost of maintaining reS~IVe& •. 
1/The data include eff.ects of hoarding arid dishoe.rding in Europe. Soe 

Table 23 'for derivation,_ . ' , 
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e. Unplanned devel~~~~. Inereases or decreases in reserves 
result from the entire complex of foreign transactions. In ',the US~, which 
has over half the world la gold supply, the level of reserves is a relatively" 
high pt"oportion of imports audno specific governmental action to pt"event 
or encoU!'ag'3 changes in the level of reserves has been undertaken.' In many 
other countries, commercial and domestic economic policy decisions are in­
fluenced if not determined by the state of the reserves. Many foreign 
transactions defy governmental control, however. Not, all capital flight can 
be J;xoventeu.. Import and export levels and the direction of trade can be 
reanipula.ted only with difficulty and often with undesirable side effects., 
As witness to the importance of fqrces not readily susceptible to govern­
mental cont~ol are the recent outflow of UK reserves and the large increase 
in German reserves o Both of these events occured despite some governmental 
actions designed to prevent them. 

,It is aleo jJllportant to stress thearbitrariness of any definition 

of rese~ves. Liquidity is a relative quality. The gradation in liquidity 

between gold" governmental ,holdings of short-term assets in the US, pri ­

vately held short-term assets in the US, holdings of US med:LTw and long­

term government bonds and notes, and public arid private holdings of the 

many other varieties of assets held in the US is gradual, with categories 

overlapping? The same is true for investments held in countries other than 

the US. Assets not normally considered as reserves can often be easily 

liquidated and used as reserves. During the Suez criSiS, for instance, the 

UK was able to supplement official reservesb,y selling t~ securities. 

FU1~tbermore, inventories of import goods can, at least to an extent, per­

form tho function of exchange reserves. 


'2. The Development of European Reserves.Y 

During the immediate postwar years Europe was forced to spend an 

important part of its gold reserves and dollar holdings to pay for essen­

tial impor-too Reserves held by the UK and the continental countries fell 

from ~~lO.6billion in 1945 to $7.6 billion by the end of 1947. Extensive 


, foreign aid and increased European earnings in world markets permitted ' 
Europe to purchase imports adequate to support economic recovery while 
maintaining reserves in 1948 and 1949. In 1950, the Korean boom reoulted 
in a $2 0 6 billion ,accretion to reserves, primarily in the UK. After a 
minor,decline in 1951, a sustained net accumulation of reserves began in 
1952, which persisted through 1956. After a minor decline early in 1957, 
the rise restuned and the end of June level was a new high. During the 
years 1952-1956, reserves rose from $10.1 ~illion to $17.0 billiono~ 

11 Table 21, attached, shows European gold and dollar reserves, 19.37 and 

1949-1956.


Y See footnote a) of Table 21 for description of holdings. Figures 

cited here include holdings'of US government bonds and notes. 
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The annual ac.dition to reserves were $77 billion in 1952; $2 ..3 biJlion 
in 1953; $l~7 billion in 1954; $1.0 billion, in 1955; ,and $1.1 billion in 
1956e:.l The, 1956 result was possible because of 'net ,drawings from ,the :mF . . 
of approximately $500 rniJ;I.ion. ~ing the period 1952-1955, net rep9-yments 
of over $400 million were ~de. ' 

30 geserves in Relation to Trade. 

European gold and dollar reserves in relation to trade w:i,th the rest 
of the world are well bolow the prewar ratio. European reserves in relation 
to imports of the EPIJ area trom the rest of the worldV were 92 percent in 
1955 as against 165 percent in 1937. The 1955 percentage was nevertheless 
well above the early postwar period.. The following table shows this develop­
ment. 

Table 22. Europ9an Gold Reserves and Dollar Holdings in Relation 

to Imports 


(Millions of dollars), 


Imports of EPU Area from End of Year Gold Reserves as a 
the Rest of the World and Dollar Percentage 

Reserves of Imports' 

1937 6;779 11,200 165 
1948 14,864 7,800 52 
19:!..9 13,831 7$958 58 
1950 11,121 10,234 92 
1951 16,004 9,801 61 
1952 14,886 10,518 71 
1953 13,240 12,897 97 
1954 14)155 14,570 97 
1955 16,784 15,517 92 

This decline in the reserve-trade ratio is not solely a European 
experience. US reserves in relation to'imports declined tram 592 percent 
in 1938 to 178 in 19550 

For later developments eree Section 3. 
There is considerable 'latitude in the choice or magnitudes to be com­
rared in assessing tho adequacy of reserves fI Reserves as a ratio to 
imports of the EPa area. from the rest of the world is one index.. It 
is deficient, however, in that it ignores the need for reserves for 
intra-a.rea transactions, the need for reserves in relation to inVisible 
imports, and the existence of l:Ieparate reserves held by independent, 
sterling area countries. 'Anotherpqssible measure, reserves asa 
percentage of total imports of OEEC countries combinod, fell to 31 per­
cent in 1948 from 80 percent in 1937. It subsequently recovered to 
43 percent in 1954. In 1955, it was 40 percent'and ~~n 1956, 39 percent 
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The decline in the reserve-trade ratio appears particularly steep 
because of the relatively high ratios that prevailed during the 1930's, 
because of the low levels of trade, particUlarly on a value bB.sis resulting .. 

fram low le"'9la at G/J03.om1.o o.otivitYlI deprossod aon::n;.odity pricesa.nd o.utAr­
, chic trade practices. Thus, reserves as a ratio to trade in 1938 were general­
ly well above the levels of 19,28. During the postwar period, there has been 
a tremendous expansion 	of trade, especially in value terms. The price of 
gold has remained constant and the net additions to the total supply of 
monetary gold have been gradual. Tlle value of total world trade approximate­
ly quadrupled from 1938 to, 1956 while gold reserves of Western countries 
and institutions rose 	50 percent. 

World gold p-oduction, which has been increasing moderately during 

recent years, has allowed gradual but steady additions to world official 

gold reserves o At the end of 1956, monetary non-8oviet g9ldholdings 

amounted to $37.6 billion, of which $22 billion ws held by the United 

States 0 From 1951-1956, gold production (excluding USSR and satellites) 

aggregated $5e4 billion. In addition, the USSR sold '$365 mill~.on of gold 

in the western world. Not all .of these amounts were added tocfficial 

reserves. $1.1 billion of the total was us'ed industri8.1ly, and an esti ­

n:atE;ld $2.1 billion iX'::nt into private hoards, leaving a balance of $2.5 

billion, which was added to official reserVes •. This represented an increase 

of approximately 7 percent over gold reserves of $35.2 billion at the . 

beginning of the period. The rest .of the world also acquired $750 million 

of gold from the US during, t.hisperiod. !Js a consequence, Europe was able 

to increase its official gold holdings by $2.7 billion and the rest ,of the 

world (excluding the t5SR) by $800 million. 


Several factors have, tended to reduce the strain on international 
liquidity resulting f~omthe ·failure of gold supplies to increase as fast 
as trade. One has been the creation of secondary inter~ationai reserves-­
such as IMF drawing rights, EFU credit provisions, etc.~~which are available 
to supplement nationally held, primary reserves. The role played ,by Bri­
tain's December 1956 DF drawing' and. standby arrangement totalling$l.~, 
billion testifies to. the importance of these secondary reserves. A second 
factor tending to improve international liquidity has been the adoption by 
J1Ilny western nations of what has bgentermed the "dollar exchange standard", 
i.e., the use of short~term dollar assets as reserves, and a rapid accumu­
lation of such assets. A third postwar development, which has som~:what ' 

.reduced the need for large international reserves, has been the increase in 
international economic cooperation. Competitive devaluation has not been 
a problem during the postWar period, and national bala.nc.e of payments diffi ­
culties have become a c~useof international concern and consultation in 
such organizations as. the Iw and the EFU.. . 

4. Distribution cifEuropean Reserves. 

European gold',and dollar reserves are poorly distributed andJJa,V6 

tended to become'increasingly more so during recent years. The maldistri-
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bution is clearly seen if reserves 'aJ;'e relatedto1mports.' At the :ei1d"of 
1956, German reserves wereequivalent:'to the 'value . of ,seven and a hall'::' 
months imports while French reserVes were' only two and a half mori.ths'ana, 
the' Netherlands three and a lialf'~ months~' ", 

Changes during 1956 intens:$.fiedYhe malcii~tribution~' Durihg1956~ 
Germany acqUired, 'over 80, percent of' ~:p.e ,tota,l increment to European' gold' " ' 
and dollar holdings; while Fr8ilce10s~heavi1Y; .. The;ttK ended,the" yearw.tth 
app::.'oxiinate1y, the 'same reserves a.s at the end of 1955; bUt the'levelwas 
maintained only with the" aid.'of ,'the $562 inilll.on draw from the rnter-. 
national Monetary Fund and the liquidation of certil:i:ri. rbreign inVestments. 
For the entire period from the end of 1951 to the end of 1956, GerIIJ8.nyac­
cumulated oyer $3 ..0 billion:of"reserVeswh11e :UK reserVes' ~iotua1iy declined 
slightly_ During t~esame'pe:dod, French r'eseri9s'roS'a'$600 million, ' 
Italian $635 million, Swis.s $550 'mil+io~,and ,Dutch $500 million. " '" 

5 • 	 Source of :Tn:cr'eased' 'Heserves. " 

During the yea:rs1949':"19~6 ,EUropean 're~erv:es "rose$S~9 biI+ion~ 
$7.8 billion'were gaineddir~ct1yerrQm the'USas:a. conS~UenC9 of US pay­
ments to Europe for imports; :!pvestment; afd;' e~c.;in eXcess of US receipts 
from EurojJQ_ ,The tenden9Y,!orE.'u:i-opa 'td1:pcrea~e'it~ reserv(f,ls'at the ex­
pense, of the US preVailed' through,out the pe'riod : since ,1.941~y " , 
H. 	 I.h1..E11.mination of Dfscrlln1riatiori against Dollar Goods and the Freeing

of '~'radeand Payments'in 'Et'iropE(' " , , ' , 

Ten years ago Europe was conducting ,iys trade on the baf;ifl,of ne,t ­
work of bilateral agreements;. M:)stcurrenc1es<were':incol'iverl±b1earid 'niost 
countries imposed a ";'a:dety of restrict:f:cins' on, any inip6rts that' tl:iey d"1d' " 
not consider essential. ' " '," , , 

, " 

~he rapid recovEjry of 'the European ~6onofuy 'after'i957 created' , 
increasingly favorable '60n~ti:on8 for the e1iIniriation of trade re~trictions. ' 
Mlltilater~li6m Was e:ncoor~ged' by the ,00Ea, created in' 1948. A' 'serie's' of 
impt',ovements 'has' been :gra.du~.llYiD:troduqed du,r'1rig:'~he. ~:past decade ~ 'e'6r-,'" 
rencies are now 'close to 'convertibility, there ,ha's"been ¥npr..essive 'Progress' 
in sweeping away the,' ~za:or 'adJiiinistrativa irilport controls', and' minY tariffs ' ' 
have been reducea:~ : ,,' " ," , ' "" 	 ' ' " , , '" 

On the trBde side:j ,~astest Progress was niade in::el'iminEi.tfng ~fntra,­
European quantitativerestrf6tionso' Asmembers<<;>f "the GATT, the European" 
countries had agreed ,to 'the"'Basl'c pririciiPle' thB.tquarititative rest:r'ictioris ,; " 
must be eliminated as soon as they are no longer' justifii3.blefOI';;ba:;lande ' 
of payments reasons. In 1949 the aEEC countries agreed to a pr9gre~sive 
lifting of quantitative restrictions "on importsfrom''otller' members .~,;': The' 

y 	 Table 23,attaclied,shows source of, changes in Eur,opean,:gold.;,reserves 
and dollar holdings. ' 
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initial objective was the freeing of at least 50 percent of trade on private 
account It 7he target was subsequently extended in stages. Progress, while . . 
gradual, was reasonably steady. ' Although there have been numberous foreign 
exchango crises in the various member countries with a resulting retro­
gression in liberalization, these retrogressions have been temporary. , The 
decision of the UK to meet the sudden crisis of confidence in sterling that 
occurred in late 1956 in ways other than by intensifying trade or exchange 
rest:rl c tions played an important, part in sustaining the general momentum 
in Europe and elsewhere toward continued liberalization of trade and payments. 

The present goal is for eaoh country to attain 90 percent liberaliza­
tion by the and of 1957, with at least 75 percent liberalization in each 
of the three commodity categories. By April 1957 an average liberalization 
percentage of 89 percent had been attained. 

There has also been progress in freeing capital transactions and 
invisible transactionso ,For invisibles, which makeup nearly one quarter 
of total current transactions between OEEC countries, a specialliberaliza~ 
tion code was adopted in 1950. i\ll invisible tro.nsa9tions reJ,.'lting to 
merchandise trade (ec.g., insurance, maritime freights, etc.) s.re now free 
of restrictions~ 

For most countries, the process of liberalizing imparts of dollar 
goods began later (Pl.1i tZerland is an exoeption" ,It liberalized most 
dollar ~nports a number of years ago). In 1953 and 1954 important 
progreGs was made, particularly b.1 the Benelux countries, Greece, Iceland, 
Italy, the Federal Republic of GerII1!1ny, and the United Kingdom. On the 
average, by September 30, 1954, 44 percent of private imports (1953 base) 
from the US and canada had been freed of quantitative restrictions. 'Sub­
sequently, OEEC countries issued additional lists of commodities eligible 
for import from the dollar area without limitation, and by:the end, of 1955 
the average percentage of dollar liberalization had been raised to 54 per­
cent and by May I, 1957, to 6lperoent. 

The liberalization percentages apply only to, private imports.. Liberal­
ized imPOl"ts as a percent of all imports, including state-traied items, is 
accordingly somevlhat lower. The Vay 1, 1957 figure on this basis was 54 
percent. 

Greatest progress nas been achieved in liberalizing imports of food" 
feedstuffs, and crude materials, (OEEC Categories I and II) and least in 
manufactured produ.cts (OEEC Category III).' 'As of May 1, 1957 ~ the dollar 
liberalization percentages for food and feedingstuffs was 73 percant,for 
crude materials 67 percent, and for manufactured products 42 percent. Since 
state trading primarily affects agricUltural products, this percentage 
suffers the greatest reduction (from 73 percent to 53 percent) if all im­
ports rather than only private imports are considered o It seems likely 
that commodities considered to be of relatively high essentiality and which 
were previoualy admitted under generous quotas have been selected for 
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liberaliZation. ,The scope for additional dollar imports of such goods 1mS 
probably more limited than for certain'types of consUmer goods that re:­
main under quantitative restrictions (Q~1S). 

Table 24 shows dollar lfl;lera11zation percentages by country am by 
commodity category as of Miy 1, 1957. " . , , 

Table 24.. 

Country 

Austria 
Benelux 
Denmark 
France 
Gerrr.any 
Icelandd 
Greece 
Ireland 
Italy 
Norway 
Portugal 
Sweden 
Switzerland 
Turkey 
United Kingdom 

Dollar Liberalization by C'ountry and Commodity categOry8­

Food and Crude 

Feedstuffs Materials 


438 

88 '80 
77 '46 

9 
81 95' 
86 67 

100 100 
7 43 

29 46 
98 95 
92 21 
71 69 
97 100 

73 76 

~nufactured Total 
: Products 

87 40 
90 86 
41 55

b14 11 
83 90c 

15 33 
9,) 99 
4 ,15 

33 3ge 
61 84 
26 53 

'63 '68 
98 99 

8 59 

Value of total freed 
imports ,($ million) 823.6 955.2 495.2 2,273.9 

Percentage of freed 
imports as compared: 

a) with Wivat€) j mports 
of member coUntries as 
a whole 73 69 

b) with total imports of 
member countries as 
a whole 53 66 41 54 

a Source: OEEC, Liberalization of Europefs Dollar ,Trade, Seco~d Report • 
.~ As of· June 30, 1957, this percentage had been reduced to O. ,. 
c As of June 30, 1957, this percentage had been increased to 91. 
d The percentages ,do not· take account of the, new measures of FebrUary 1957. 
E? As of June 30, 1957, t4is percentage had been increa,sed to 7l~ 

The ,statistics undoubtedly indicate progress. Their significance 
is subject to considerable limitations, however.V~stimportant is the 
underweighting of, commodities the import of which was restricted, :ln the, 
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base years ,(Commodities cpmp'+etely.excl'l~ded in, the base.. ye~r wotild have no 
weighting whatsoever, so that, even, ~llOO percent B.1Jeralfzat~onn woUld be 
consistent with retention of quo:ta!=i ,s€!v~~ly: lin4ting i1liports.) ,The, perqerit ­ ..ages tend to overastiniate progress'in liberalization to ~lie' 'extt9nt ,that' , 
liberalization primarily affects'commoaitiesPreViously import~d relative~ 
ly freely. The 'percentages sJ.so fail 'to ,reflect changes' iii', 'the de'g:ree Or 
liberality or saverityemp+oye;d in admin~~t~rfrlg qt;ota coritrol ong¢ods , 
not liberalized. Enlargements or Cllr~ilmeri,~s :of quotas are, not'refrected 
in the,liberalize.ti'on percentt:1geso ,Globs.lization of quotas formerly, , 
permitting o:'lly ,soft currency' imports' aJ;so have ,no effect. :M'oreov~r, ,the' ' 
percentages fail to, reflect ohanges' in .the'p,egre.eof liberality withwhioh 
state-trading agencies make dfl'cisiona concerning levEp.s pf iID:ports ~.n~ , 
sources of supply. These factors probably have 'the effect of und$r,sta:t:ing 
progress actualiy achiev~do The,'TI¥ h~!=I concluded~/ that a les$snlrig ,of ' 
dollar disorimination oocurred in 1956 through increa'sed liberalization 
in the administ=atiyeapplics.iionof tra!leand exchB:ng{'controlso ",', 

. ' " "', . 

Europea.n tariff barrie:-s to imports have also been reduced. The 

European oOlmtries have pa.l;.ticip!,ted ill tJJe GAT':!' negotiations ",;hic,h, hs.Ye 

reduced or bound against increase, th()ua!!-~ds of ~riff items,. ~peci(~c, 

duties have besn reduc,ed ~n si~ificail<;:,e' as the resUlt of rising prfca~f>' 

The role of Imperial ~eferen6eip,'~b~ ~:l:t.ish' conmerc,ial pblicy has been 

declining in recent years, ,and many marg~ps of preference have been, re,,:", 

duced. 1.11 February 1956, the eounc~l of ~he OEEC,' ~~i1,ere60gni:z;ing'the 

impor:~ance of continuing the, campa,:i,.gn, against quantitati'tre restrictio:qs'; 

affirmed the necessity of concentrating on the eliminati'on of higl1 tariffs, 

restrictiYe state trading, and', artificial' aid toexpbrts .. , Sigm,ture of the 

Europl3en Economic Corimllmity 'Treaty and neg6tiatiolls directed towards: a 

European Free Trade Area herald further reductions, at least in'intra~ 

Euxopean tariffs. 


The, nea.r approach' to., convert,ibility, of ~rencies which has.bl3en 
achieved in Europe h9.s played a major'rolain the freeing of Euro'pSan ' 
trade and the lessening 'Of' discr:1.m1nation against dollar ,goods. ' In the 
early postwar years e::~cliange rest:r-:i.ctio1.'1SrePresenied' a fbrln1dable hiriqrance 

'to tradel.> EUropeaI,l cotuitriesfelt', obliged to usetp.l3se controls', 1;0 :'~n~~e 
that their foreign exchange would be used only for the imports they're~' 
garded as essentiai~ Furthermore, in some cases mOnetarY controls'-were 
used for protectionist purposes_ After years of wartime controls (not to 
mention the specialprOtect:1.c,nist measures appJ,iedduring,the,depress±on), 
business had becomeu.."1usecf'to competition' from abrOad 'and was often need­
lessly afraid of itli' ' \,'" ", " ," 

Two intra-European ¢ynieilts.agTeemeI,~ts' fnthe late 1940's'began a 
process leading to the creati9Il 'of: thE3EPU in 1950... 'Th1s'arrangementpro':" 
vided for the intel"convertibiiity: of'European cuI-rencie's, with final' , , 
settlements partly in gold and dollars and partly in oredits 0 The sett~e­
ment provisions have be~il graduailyba.r'dened, 'and,s'ince' August 195~, 75 
percent of bs.lancea are normally settled in gold or dollars.' :,' " ,
if Eighth' Annua:r=Report-Exchange Restrictions. . , 
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;Actiozi~ ,'. byindividu~lcountrfEjls. in: Ub~~llzing exchange controls 
have play~d·the major. role in th~.Europ6~~id~,approachtoc6nvertibility. 
Iri the yes.ra 1948-1950 foreign e~,cll~r:tge, xn.e;,t~ei~~:,w:I,:th flexible rates-:-Within 
prescribed limit:s~~ere r.~~r:t:trodtice<t, .il'l.~E3+'gj,~,~ance, and Ita~y.,.:.In 
1951, t~lS UK, no.twithstar.iding a,d!3te~i~i:l.t1ori iIi its gold_aIld foreign ex­
change reserves, ma¢le a' move in'.'the~a.me, dil-ection as, part of a new monetary. 
policy designed:tobring ~pout.ar.e~1l,1"n ~o cPIlv:.~r~bilitY·o,··In ;L952 the . " 
Netherlands. and 'Swed~n()peIied for.e:~tW, ,:~:K;o,harige·)~~~rk.ets and in 195~ ~ermany' 
did t~e same o Asot Miy 1953" spot a~p~trage, .Qperationssubjectto certain 
safeguards were permitted lirtween ,LoIldo~~ pai;,s~' AmS'terdam, Brusseis, , 
Frankfurt". Copenhagen, S,to~ltholm,. ~ncfZUrich.:· 'other. centers. were s.'ubse~ , 
quently. addedC!> In ~tober 1953; 'the.arMtrage scheme lJ9.~.extended to' for­
ward transactj.ons~ . It should, 'be emphasized. that the Em:;:ope.an arbitI':age 
scheme is a closed system,. as . there' is no, dire~t link with'the dollar, area. 
Nevertheloss, tl1e' sys:terii 'f~ciii~te:s . intr~';"EUropeiEln cqnvortib1.J,.1ty and 
establishes theheoessaryt'echbical Prt:)condltiona for eventual full oon­
vertibility. . 

, , '.. 

A subs'iantial :im:U'it'atior.{ ,or ~ol:lr~caide~t.· ac,co~ts' an<i·t;:us . of' ,ex­
change ratef;3. PA.s also beell.acJJ1ev9d..:x:nMirch 1954,. the. Br:!tishFJX~~nge 
Control was considerablysrlIlpl~:riea: by the, e:b1arge~rit'Of the Transf~ra:ble 
Accot'I.Dt }.rf;a .to include v:i,.r1fually: aU oo.untries Outside. the sterling:and 
dollar ~reas~. Resi(lents·.of';theoe c.o.~tries were. e~bled to .use.sterling 
au·tomatically for _ldng .. :r:Q.ym9nt~ t,o. one.:,ano~heJ:' .in all' ,types of, tr~nS';" 
actions,wheth~r .currf;nt· or cap~ial anq.:·at:anyr~te of ,exchange.:. For the 
first ·time, fr.Idiv.td~ls wete allowed,t'o·hold.transferabJ,.e. sterllngaccounts •. 
In addition,there~triction'limiting the· use, oftranaferable sterllilg to 
current transactions was lift'ed. ' 

In February 1955, in a major step towards convertibility, the UK' 
Exchange Equalizati~n A,ccountbeg&r:l interv~ning.in the..unofficial markets 
for transf~l~able\ .sterling., .Th~,'Equalizatipn· AC'coUnt has·suppor1:ed. the' '. 
rate for transferable sterlirigalld prevented,wh~n necessary, the'discou:nt, 
on transferable account sterling from eXceeqing'lpercent or, soof'0i'ficiai: 
rates. ThiS, together .. with :the European-(irbitragesyiliem,.hae ~de.ft' . 
genera!ly,feasiblefor nonresident holders of a number. of EuroPeaneurreri- ' 
cies toconvertthemirito Clplhrs.at a fairly slight' discount'" ". . '.'" . " 

Germany, I~ly" Belgium, Svreden,and ..the ~.Netherlands ba,ve al~~' , 
widened,the transfe.rability:oftheir",currencies~ Germany' has ais.o t,aJten 
na.ny measures to free its Currency•. Accounts formerly blocked in Germany 
(SEm'rmftrk accounts) were unblocked in September 1954. Holders have been 
allowed to repatrULte at 'off?-cial. patesof' .exchange. In. M3.y 1956, ,Germany 
decided to remove ~toge~h6r the ,obligation :tosurrep.der 'foreign exchange 
and to pernu. t residents to ,.~e investments abroad'.', . . . . .' 

Duri'ng the. Postwar years there was.' hardly<a ,West Euro~n.:countr.y. 
that did not "resort ,to exPOrt ':pr.omOtion· schemes ,in .Qne fo;rm or another ~ , 
FB.rticularlyiJnportant waS' the Pi'~o1tfoe .;grllnting. so~alled:r.etentiori. quotas.: 

.. " . -.' 
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Such practices 1 which in effect resulted in multiple exchange rates and led 
to distortions in the pattern of trade, have by now been largely eliminated. 

.. 
Special agreements with Brazil and .A:l;gentiDt;!" resu.lting in the forma-· 

tion of the so-called Ba~e and Faris clubs; have. allowed these countries to' 
settle balanoes with most European countries multilaierallyo Previously, 
Brazilian or Argentine surpluses with. one European country could . not 'o:-di,:", 
narily be used for settlements with another. . 

It is eVident,therefore, that in recent years there has been a 
considerable relHxation of the restrictions on the use of West European 
currency balances held ~J nonresidents. In this connection, the countries 
generally still made a distinction between the dollar area and the rest of 
the worldo These differences are becoming increasingly blurred, however. 
A near approach to ~~ convertibility has been attained. 

As it is possible' to convert current account balances in the currencies 
of ten other EFtJ :Members into sterling at rates that cannot fluotuate more 
than 3/4 percent from par, holders of these other currencies' cY':'1 convert them 
into dollars indirectly vi~ transferable sterling at rates within 2 percent 
of pare Thus, the barriers between the dollar area and the rest of the world 
have in fact been lowered to a point where they can be surmounted fairly 
painlessly. 

Obstacles to the conversion of balances on capital account are less 
readily overcome. Sterling, DM, and Belgian balances on capital account may 
be sold by one nonresident to another. In Germany, the capital account bal­
ances may be ~ithdrawn in limited amounts by dollar ~rea residents. 

How significant are remaining administrative and quantitative barriers 
to imports from the dollar area, and what would be the effect of their removal? 
The answer l/ould undoubtedly differ sharply from country to country. For 
some co~~tries with cUrrencies that are not 'overvalued and that have minimal 
controls at the present timo, the effect would probably be slight. 

S'l:iudies of the effects of the dollar liberlization that has already 
been achieved are inconclusive. For consumer goods, in some ce.ses liberal­
ization has been followed immediately by relatively substantial increases 
in imports, while in other cases an increase has followed only after a 
long delay. li1 some of these oases the import level has subsequently 
declined. In others, liberalization appears hardly to have affected the 
level of imports. Nevertheless, it can be said that no special problem 
a ppears to have been creatad by the measures taken so far. As far as raw 
materials and basic products are concerned (where the increase in imports 
of freed products has been concentrated), liberalization must be considered 
to be a less important cause of the eXp!:lnsion in imports that has occurted 
than the increased economic activity in Europe and the tightness of supplies 
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outside the dollar area" As regards food produots, the aituat~on is 
oomplicated by the effeots of state trading in a number of oountries, . 
bilateral agreemants with third countries, and the m surplus agricul­
tural product disposal program. The general conclus~on for all types 
of imports is that so -tar'llo apparent hardShip has been caused to the 
domestio economies of CEID countries asa result of liberalization, and 
that a positivebenef'it to them. has' occurred. . 
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IIIl) .TRENDS IN THE 	 EUROPEAN BALANCE OF PAYMENTS WITH THE US 

~URINGI956 AND 1951 


. .A. 	 Th3 US Balanoe of Payments with the World 

J,956 and the first half of 1957 were oharaoterized by an unusually 
rapid expansion of US 9XJ?o/ts to, the entire world and a general widening 
of the US trade surpluse~ Total US exports in 1956 rose over $3 . 
billion from the 1955 level~an increase of 21 percent as against an 
11 percer..t import riseo The trend continued during the first half of 
19573 exports rising 22 percent ovsr the first half of 1956 and imp.orts 
3 peroent. It is to be stressed, however~ that despite the minimal 
increase in the value of US imports, the total supply of dollars provided 
the rest of the world has. risen very rapidly ... 18 peroent from 1955 to 
1956~ and 13 peroent from the. first half of 1956 to the first half of 1957. 
Direct private investmGnt has risenparticularlyfasto The 
total outflow grew from $579 million in 1955 to $1~839 million in 1956. 
The rate during the :d:"st half of 1957 was again higher-$1:;254 million 
for the six months. III view of this increase in the supply of dollars 
furnished th~ wor·ld~ the deterioration in the world's paym"'lj.ts position 
must me attributed to the extraordinary expansion in demand for dollar 
products rather than failure of the outflow of dollars from the VS to. 
grQi.'iI'o 

The increase in imports from the US brought to an end the steady 
net adquisition of gold from the US and the stnllc7' net 8;oquisition of 
dollarholdL~gs in tho US that the rest of the world had been gaining 
through transactions here~ Net aoquisitions averaging $433 million . 
per quarter during the first three' quarters of 1956 were followed by 
gold shi~ents to the US and liquidation of dollar holdings of $302 
million and $520 million dQrins the last quarter of 1956 and the first 
quarter of 1957~ (New foreign long~ter.m investment in the US has 
not suffered., It aggregated ~~Z82 m.i1lion during the first half of 
1956 and ~;208 million during the first half of 19570-) Total gold 
resorves of fo~eign countries and international institution6~ somewhat 
boJ.stored by additions of newly mined gold, fell somewhat less......$626 
million during thQ same two quarterso 

Data for the seoond quarter of 1957. indicate improvement in. 
the rElst of the w~J:"ld~s pa;Y'1nO)T~S position with the US. US imports rose 
as f,)ct f,,''l ('.].p?rt:JQ US direc-;; investment v,broad was particularly. high" 
as V!~n'9 T,m g;YI7'OrD.l.lent prcyrl1euti:::c: As a OCIlGe-1uence3 foreie;n nations 
gai:Jt)£::' ~~'i 1 !'J.:ClliO!l of' gold· and dollC'.r holdings from tho US, as well as 
addLlg oyer $:'..00 111i11io...'"l to their stock of long-term investment in the 
US. Total gold reserves and dollar holdings of foreign countries and 

1/ 	Ta:~~L(2, iF !'l.ttachedp 6hO'I'/S US internatiol:al tranSE:.ctioIl.S with all 
!l.?ead, ::'956 ('U~d the first half of 19S'l" quarterly" 
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international institutions inoreasEld $160 million\') It is important to 
note that an important part of US foreign investment during the quarter 
consisted of payments of about $300 million to Venezuala for oil 
explanation rights. Seasonally adjuste.d figures indicate net quarterly 
pa~r,nents by the US to the rest of the world averaging $350 million 
du::-ing the first three CJ.uarters of 19568 In the fOurth quarter~ there was 
a $70 million reoeipts surplus whioh rose to $530 million in the. . 
first quarter of 195711 During· the second quarter of '.1957, net receipts 
dropped sharply to about $100 million. Without the payment .to Venezuela 
mentioned above, howeveri> foreign countries would)~ve lost about 
$400 million after allowing for seasonal factors ...!! 

Ie seems likely that the deterioration in the world's trade , 
position can at least in part b~ explained by oircumstances.of a temporary 
naturee The Suezorisis placed a heavy but temporary strain on Europefs 
balance with the US. This has been estimated at approximated $400 
million for the period from October 1956 through June .1957. TheUS» 
which is normally a net imp.orter of oil" suddenly became a net.exporter. 
Coal exports also expanded, as did shipping receipts. Exports of cotton 
for reoonetitution of invElntories and 0'£ US fa.rm products unc!er PIA80 
have also grown rapidly. ' . 

Total exports under the PL480 program, which are additional to 
normal US marketing, rose from $405 million in 1954-1955 to $999 million 
in 1955-1956 and $1,530 million in 1956~1957G P~80 marketings in 
1956-1957 represented 57 per~ent o'f total US wheat export a" ,43 pe~oent 
corn exports" 81 peroent of 'rice exports" SO percent of cotton exports 
and 47 percent of cotton' seed and soybean oil exports~ These exports 
result ina worsening of the rest of the world's trade balanoe" but 
in reality alleviate the payments positions of reo1pdent ,o~untries ' 
since no dollar payments are 'involved. . 

, .. 

Bo 	 The European Balanoe'of Payments with t~e US 

Europe has maintained its balance of payments with the US in 
better condition than the world as a whole has.. US regional balance 
of payments data, indicate that Japan and some Latin American oountries 
have been far,more affected. During 1956" Europe's exports to the 
US rose 23 percent, as against the 11 percent incre~se aohieved by 
the world as a wholeQ Europetsimports from the US rose 24 peroent, 
only slightly above the 21 peroent world average. During the first 
half of 1957. however# European exports to the US rose onlY~'lperoent 
above the first half of 1956 while imports rose 32 peroent.~ This 
development was closely linked to the Suez orisisG Table 27 shows the 
extraordinary manner in Vih ich European imports from the US inoreased 
during the period of the Suez Crisis,. and indicates that more normal 

y 	 Survey of Current Business" September 1957. p. 15 

y 	 Table 26, attaohed, shows US international transaotions with Western 
Europe" 1956 and first half of 1957 bY:quarters. 
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growth rates are nowoperativ~..v 

Table Z11l .Inoraase in Europe,an .Trade.with the US'; , 
(Peroentages shoWonangesfrom s~em.onth of previous year.) 

uS Exports to E't;U"ope US' Imports from Europe 

. . 


January 19[6 
Fabr"ltary 1956 
Maroh 1956 
April.19So 
May 1956 . 
June 1956 
July 1956· 
August 1956 
September 1956 
October 1956 
November 1956 
December 1956 
January 1957 
February 1957 
March 1957 
April 1957 
'May 1957 
June 1957 
July.1957 
August 1957 
Septem.ber 1957 

. . U:tiweighted 
. Aver/ige 

'ffi8 

Unweighted· 
Average 
~60 

, Unweighted 
Average 
~/";l.3 

,Unweighted 
Average' 
- i 13 ;":';
7·' 

linweighted . 
Average 
.,t.ll 

SOURCE: US Dapartment of'· Commeroe. 

Europe in partioular benefited from the in~rease in US private direot.·· 
investment abroad" reoeiving $450 m,illion f'rOlll this. souroe in'1956 as',' 
against $129 million in 1955' and: $50' m:illi,on, in 19540 During :the first . 
half of 1957, the total was $16i million. 

, For 1956 as a whole" EUrope'ihcreased gold reserves anddollarsr:oldings 
by $101 billion. The gainwas$;oJlcentrated aJJ:nostexolusively d~ring the 
first nine months of the year:£!' . Reserves, which had reaohed a level of' . 
$16~95l million at the end of the third qUarter,' rose. by' only $10 million '. 
during the fon,rth quartero This was despite a drawing of' $562 milliOriby' 
the UK from :the IIdFct 'Without this mobiiization of secondary reserves, a 
fourth qua14 ter deoline 'of $552 million wpuld rutve occurred::. ' 

. . 

y 	Table 28" attached, shOWS' us,t~ade wi:th Europe on a mon~h1y ba,sisf'rolIl, 
January 1955 through June ;L957~ 

y 	Table 29." attached, shows European gold. reserves anddolla'r holdings 
quarterly f'romJune 1956.. . , . 
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DuriDg the f'irst quarter of' 1967" EuropEJaJ;l reserves deolined'by 
$195 million despite IMF drawings of' $100 million by Franoe and $127.6 
million by India (whioh at least temporar~ly se~ed to swell the UK 
balanoe}eDuring' theseoo'Ild quarter an i~cre~se of' approximately $350 
million was aohieved. ' European 'long...term inve8~,' in ·the US has 
oOntinued throughout the period. During 1956 and the f'irst half' of' 
1957' it aggregated' $646 mUion. ,,' 

The weakness in reserves had not been general. During the period 
f'rom the end of' September 1956 to the end of' '.Maroh 1957 .. gerJll8.ll1 ' 
gained $620, million of', gold 8.nd dollar reserve's, Austria' $26 mi1l1on" 
Denmark $12 million. Greeoe $28 milliOn. No~ $12 million. Portugal· 
$9 million.., and SWeden, $2'1 million. ' 'V(ea..k:rl.8ss', has been apparent pr1m8.:rily' 
in the UK and ~rench aooounts.Th&press~e on UK reserves was oaused 
by speoulation against, the pound dUring the, ,European oil orisis ' 
f'ollowing the closure' of' the Suez Canal. The pressure was not oaused 
by weakness in the ourrent aooount. " The 00'# in approving the 'British 
drawing and standby arrangement in Deoember. oOnoluded that the tra'ding 
position of' the UK h8.dbeen and oontinued to be sound. The pressure 
ref'leoted a deoline'inoonf'idelloe oaue1Ag rolll1ttaneofl ot atsrling 
to be delayed and payments through'sterl1ng:to;be aooelerated. 'Sinoe 
sterling serves as a means of' pa;Yments£or hall' the world's oommeroial , 
transactiolis~ it ba ourrenoy partioularlysusoeptible to these.influenoes. 

UK reserves were also reduoed by purohasesby UK residents of' 
dollar seourities.' While pUll'ohase,swere limited to within the sterling 
area.. maD¥ of' the seourities were ourrentlybeing imported into the 
sterling area f'or dollars. and thus'weakened' the UK reserve position. 
This praotioeis estiI!lEl.telito,have,oost the reserves some $200 million 
in the 'f'irst haltoi:' 1967 bef'ore the UK authorities tightened exohange ' 
oontrol regulations to halt it. The measures taken by the UK temporarily 
halted the hemorrhage of' reserves. ,but there was notendenoy f'or the 
oapital that was withdrawnto:return. ,A seoond wave of' speoulation 
against the pound whiohrea:~hed its' :peak, in Augu~'t1 .... September 1957, 
has subsequently been halte'd and reserves~ve~isen. ' ' 

The Frenoh loss of' reserv;es began e,~rlie~in the' seoond quarter of' 
1~5~~d wasoaused by a 'number of' f'aotors, inoluding the: boom " 
in. industrial: aotivity, extraordinarY f'ood ilp.port.re,quirements due, ' 
to the preoeding severe winter' and poor' harv~,st.expenditures in 
Algeria., and oosts'assooiated with the sueziU'f'air an,d the ,oil orisis. 
As a oonsequ,enoe of' these .. oonditions ,French imports rose $~65 million 
in 1956 while exports. whioh. 'in 1966 rose $617 million., f'ell $266"million ' 
in 1956. In 1956 Franoe had'Ei..nimport surplus of $1.012 million, ~S,' " 

against an. iInport surplus of' $110 million in '1955. I.essthan$~OO mil:J.ion 
of' this deterioration was in trade with the."US. The deterioration 
in Franoetsbalanoe of' payments not only oontin~ed in the first half' 
of' 1957 but 'gathered momentum. Gold reserves and dollar holdings . 
f'ell nearly $1 billiondurjJlg 1956~ ana: the 'f'irst haitor 19f)7, In 
addition. the 'Frenoh Stabilization Fund lost other f'oreign exo~ge 
estimated unof'fioially at $200~00 million. This, was despite a ~~.5 
million oredit f'rom the IMF and an increase in debts to the EPU trom 

, r '\ 
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$139.1 to $356.8. The recent measures taken by, the French Government 
are intended to end the drain, of reserves. 

, '.·1 . , 

C. Conclusion 

Recent revival of talk ,of agenera:l,"dollar sho'rta.getr·resulting. 
from the renewal in 1956...1951'of a' US balance.of:'payinents surplus " 
with the world ,is misleading. A .few importantcouritries have lost 
SUbstantial amounts of gold and dollars, but these losses art9 largely 
to be aocounted for by temporary factors. At the same time" some 
countries" nota.bly Germany and Venezuela, achieved substantial gains", 
inolud'ing in some cases· sizeable, gains from other foreign cOUntrie,s.'. 
The problems of those countries that h.8.vebeenlosing foreign exohange 
are' clearly general problems in their, own .economies '-rather "!:ihan' ' 
dollar problems. ' 

.. 
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IV ~. FACTORS' L:i:i.;irrlNCi EUROPEiuiJ EXPORTS. TO T:I-rE·· US!!, 

It should go without saying that one necessary factor for the J;.~e of 
European, exports. in the :qS :;-1s competitive.pricing. . ObV:1'ously, U'Et.ri;'op:ean ,.' 
goods are notcompetitiv~·,~ ..theY'.-willnot sell. The contrary P:r:'oposi~i6n, ... 
~owever, is not neces.sarili true. . It. generally takes a' good . de~ "m9re than,. 
price advantage to sell significant quantities of imports :in the large and 
~ifficult US market.. ,- ,';' 	 . . ,.. ,... 

Even' if Europ~~ goods were compet:L-tively priced. in a free aarket 
sense, certrln government wlicies in' EurOpe and the. US work to li'm:Lt. sales 
of such goods ~ the US market., In addition, differences in 'scale~',iP . ,;. 
conrraercial practices, and in entrepreneurial outlook tend to limit'EUropean 
exports. 	 . . . 

Given the variety ~~d strength of these limiting factors, the most 
significant single fact· "is tha.t European exports to the US have reached 
&!most twice the 1938 level in volume and that since 1947 they have 
quadrupled in value. Exports are the largest single source. of European 
dollar supply, and further increases of European exports .to the US are a 
virtual prerequisite for achievement of an easier mll'opean dollar balance. 

To the extent that European governmental policies have perpetuated 
soft markets at home and preferential markets oversea.s, exports to the US 
of even competitively priced goods. have been limited. Why should a European 
exporter expend extra efi'ort .to sell in the US market, when equal or greater 
yields are obtainable in established m~ketsl 

Antiinflationary measures taken by some European countries in recent 
years, as in the UK, have doubtlessly contributed to the successful efforts 
in expanding sales in the US. When purchases of consumers I goods in the UK 
were curtailed through higher purchase taxes and stricter controls on 
~nstallment buying a considerable incentive was ~ovided to British 
manufacturers to seek greater overseas markets. FUrthermore import restrictions 

17 	 The principle legal factors attributable to US policies, have been 
described in Liberalization of Europes Dollar Trade, OEEC, June, 1957, 
pp41-48. The present amplified discussion of these factors is intended 
for convenience of reference and as responsive to the terrus of reference 
for a study of this background of the IIdollar problem" as originally 
formulated by the EConomic Committee of the OEEC. The somewhat 
discouraging tone of this section is due in part, at least, to the 
stress in the OEEC terms of rejerence to "limitingll factors rather 
than the JPlI'ogress so far made. 
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My ::lear Senator (Vandenberg): 
. . 

Mr. WilcQX of your office has requested the Department of St;J.te to 
provide inf0rmation about French gol:l'and dollar hoardings, French assets in . . 
the United States, and appropriate ways uf assisting the French Government to 
obtain control of these assets so that it may be able to use them to finonce : ';; 
part of the Rocovery PrQgr~. 

Attached is a preliminary report (not heretofore published) on nIl 
E.R.P. c.::untries' gold and short-term dollar resources as of October 31, 1947. 

Enclosed also are copies of two related pt'.pers that wore submitted recently 

by the Nationf-ll Adviaory Council to the Senate ]'inonce Committee. The first 

of these pe.pcrs states the holdings of gold and of short-term dollar ~1.ssets by 

Gll foreign c0untriQs.lls of June 30, 1947, and also discusses the factors 

th"lt JetermiE,d the amount of.such r0serVGs that a country needs to.hold LNAC 

Document 5,12/. The' second is a tabulation, that shows 1l1so the long-term...:.,dol­

lar assets 01' .E.R.P. c::mntriesnncl theirnationllls e.s of June 30, 1947 LNAC 

Document 55y. ' ' 

j 

. . 
The marshalling (.11' p~old and dollar assets by countries participating 


ill. the Europe.in Recovery Progr<m presents problems which have bee~ up.der ser­

ious consideration by the 'Department of' State and the other agencies represent­

ed iu the Nation:::.l MViso'ry Council. Thegrent obstacle toeff8ct iive',mnrslnl;;' 

ling mee.sures in Fronce is the f::lCt that the owners of' subst81ltiaL amounts of 

,these assets ho.ve- successfully concealed their oV'l-nershipfrom the :Vrench 
"GJV0I'nment. A considernblb part :Jf the concealed assets conSists of deposits 

r.mel securities (l.ud other long-term investments vlhichclJuld rec.c1iIy by located 
by the U. S. Govermnent OIl the basiS of Q, set ()f reports on 1.1.11 i.'oreigIl~own.ed 
[tssets in this country which the U. S. Treasury collected in 194L The. French­
owned assets :m which dnta are available to the:U. S. Government were estimated 
as of June 30, 19<17 t:)' include $225 mil1icm ofse'curities, $240 million of 
other long-term !1ssets, ~md $210 ll1i11ion uf b::mk deposits '.Hnd other short-term 
assets. Of thr3se totals, PQssibly ~~lOO to $150 million c.::>nsist of ·ass()ts which 
are r)f types that could be rendily mobilized and which belong to French ~i tizens 
but o.r8 unkn()vffi tJ the French Government. In adeli tion, hOl'lElVer, an unknown ' 
amclmt of the nssets in Swiss 11I:11ne8 are believed to' be actually French:-owned. 

Such e.SS0tS were blockeci (:uring the wer by the U. S. Go:vernmellt. 

Originally the 1:13.in PU!'lJ(;S0 ~f blocking th,~m waS tiD prevent the NEizis from 

obtaining control and USing them..After ,the wnr, machinery was set ,up whereby a 

Frencl'Jnan desiring to tv'WE.! U. S. assets in his namo unfrozen ilad to obtain Q 


certification fronl the :E'ronch Gov8rmnont us to hiB ownership of t:hese assets 

and ,18 to the G!)senCe 01' any Gnemy iuterest in them. Pre-wnrFrench a$sets 

which are being conce.s.lerJ. fr0m the Fr8nch Government huve therefore remained 

blocked' by the U. S. 'Government. Assets in Swiss m:1Jnes hnve Similarly been 

blocked. In this lRtter q1'se,unfreezing would rE;4.uire certification'by the 

governments bo.th 'Jf,Switzerl~d 81lc1 of tJ.Ily other cauntry (e. g • Fr:mce) whose 

nationals were ne.med in the Swiss certification as. ht1vingan interest. Thus, 

where Rssets inS'lnss ri~es belong in fact to Fr8nc4 owners who are intE::nt 

upon c:Jncealing them from the French Government, the assets ,have remained 

frozen, but the problem'vf mobHizing such assets is complicated by the fact 

thnt. their French ownership may be unknown to both the French and Uni ted' States 

Gover~ents. 
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Various measures have been un'der study by agencies of 'the Executive 
branch to determine 0. b:'lSis which would~ be satisfactory, in view of all the 
c:)mplicated circumstances of law and bu::siness practice involved, under which 
the U. S. Government might turn over its lists of holders to their govern­
monts or might proceed in other ways tq; require that the assets be made avail­ . .able to the governments concerned. SUCh studies are still in progress, but 
it is hDped thnt some reasonably satis#'actory conclusLm will be reached very 
s,;on. .Any solution to be adopted for the hand.ling of French Qssots in the 
U. S. will 'probably be applicable also; to .the assets of ether E.R.p. reCipient 
countries. As Secretary Snyder stateu:betore the Senate Committee on Foreign 
Relations on January 14, he will be £;l&u to appe.':\r again as soon as a program 
is ready for presentation. 

The 3l11::mnt (.;f gold honrc:e::l by French nationals is believed to be. 
substantial, nctwi tl18tanding the fact that the holding of Gold has been illegal 
under Frcmcli law for sev6r:ll ye,:lrs. There are, of course, no reiiable stutistics 
on the subj Gct. Some \l,rri ters have expr08scd the belief that the amount of 
such hoarded G;old is equivalent to billion or more, but no convincing evidence 
to support such beliefs has cornEl int::; the possession of this Government. These 
beliefs 1:1rO not support0d .by calculati:ms basod ')n kn~')'im. gold. production, 
amounts that have gone int~) rn.:metary reserves, 811l..1 ;':llnounts that luve .gone into 
industrial and ethEr consumpti::>n. Such calculations, howE.,ver, are 8.1so unreliable 
for such rec.sons os tr..o uncertllinty that exist::; regarding the amounts of gold 
moving fror1 cr into tLe hoards 01' Indio an,} the MidcJ.le East. 

Tho problem of rr.Flkin~,;th0 h,nrdea gold (wh.'lt8ver its amount) :::wail­
ahle t.o the French econ·;:;rn.y, presents n difficult pr,;blom. The solution seems 
clearly to depend upun thG rostcrDtion of stabil1. ty and of confhi.ence that 
such st(lbility will persist in ]'!'ence tur a V"ne; time, r!lther than upon thE) 
uS6:)f force or lcg(~l sQIlctions. M;)netary find financid stabilizl'ltion is 
ther0fore a first prerequisite. Fer tll() nGxt several yE~;lrs, h0wever, a con­
siderD.bh, reluctance to dishosrd will c(3rtainly persist., due to p'Jli ticr3.1 un­
certainties and due also tv the impossibility of any guerantee that the country 
will receiVe whatever amount of externnl nssistFtnce it may need to finance its 
import requirements throughout the recovery process. In the absence of assur­
ances on both theSe subjects, thore CQuld hl':rcUy be thedeeree of confidence 
in France's economic future that woul(l (,ppeal tC) the ment~11ity of a gold hoarder. 
It w:)uld seem unwise, theref:::.re, to ccunt' on any substantial dishoarding of gold 
to contribute t;) the financing uf the E.R.P. during the next two years or more. 

Ther!, is :;:180 some hcnri.ling ,)f U. S. currency in Fre.nce. The fimcllnt is 
unknoV'm; it mflY\!I:::rll,::Cps be uf tho ,)rdeI' of ~~lOO milliGn. In general, the prob­
lem of meking these Ilullars I1V.:lilablo t:~, the French econ')IJlY is the same as the 
pl'obleI'lJi' hZ::rctec1 g(Jl(~. Thenretic1.lly, thF:re is 8.1s·) the possibility of bring­
ing such GollAr currency !Jut Clftonrds by this country' 8 undert'iking a conver­
Sion procr:mt thut would n:.akG thiscrld el1rl'~jncy wortrJ.e8s orncmnegotiable 
I}ftE:Jr 8. carte.in date. H~'wev8r, beC'.lUSa (if the lensth of timo needed to prepare 
a new currency in thE: qU1?nti t~r t11nt. vvould now be need.eo, una the gro::,.t admin­
istr"ltiVG difficulties ::md c·)sts that such a progrrun w;uld involve, it SGi"mS 
~r,.'bl:l)16 thnt Lilly cc..ntributiGn thnt such a pr0Crmn Gc·ulc1 make the finc.ncing 
of the E.R.P. wGulel bt:, :mtweigl'ied. by the vnrious pr::J.ctic"ll obst"lcl,es. 
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CONFIDENTIAL 
Dlli_..!,'.r -3­

If you or your Committee went further information on any of the . . 
above matters, I hope you will communicate furthGr ',vi th this office 2nd . 
we sh:-lll be glad t.o p:rovide filly possible assistallce. " 

" 

"I 

Very truly yours, 
'., 
I, 

I , 
i 

:'?28699 
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. .' ~JaCCyrY19, 1948. 

Preliminar¥ Report on ERP Countries' Gold 
and Dollar Balances " End .of October 1'947 

At the end of October 1947, the gold and short-term dollar resources 
of the countries proposing to participate in the European Recovery Program 
totaled about $8.1 billior~. Of this totai, Switzerland, Portugal and Turkey 
held about $2.4 billion, the United Kingdom about $2;6 billion, and the remain­ . .ing countries about $3.1 billion.. The: appended table 'gives the available pre­
liminary figures for individual couni:f.~es. y . 

Most of these resources con~tituted reserves needed by their holders 
to finance the current flow of international trade or to .back their currenCies. 
'rhe holdings of the United Kingdom alk:o constituted, in a sense, the reserves 
of the other sterling area countries .t'O which the United Kingdom is indebted. 
About $1.5 billion of the· holdings of.:SwHzerland, Portugal and Turkey, however, 
consti tuted reserves whicn might be judged to be above the holders' minimum nee:i s~ 

At the end of June the tota~. holdings of all the partiCipating countries 
had been about $8.7 billion. The loss by this group of countries during the . 
four months from June :30 to October 31 W3.S about $570 million. Of this loss, 
over $200 rdllion ''''';'.6 borne by Fr~'nce l:md ov~)r $100 million e('.ch by the United 
Kingdom and Sweden. The reserves of many Euro'pe:1n countries are below the 
levels tho.t prudence 'Nould require them to keep. 

Partial do.ta for the period Since October 31 indicate that g01d hold­
ings of the pnrticipating countries had' a further net decline of 2-bout ,$220 
million during November and December. The major part of this loss represented 
sales by the United Kingdom. No adjustment has been made in the figures for 
the proposed loan of $325 million from South Africa to the United Kingdom, 
which has not yet been completed. 

Approximately $320 million of gold was held at the epd of October 1947 
by tho 'rriparti tG CommiSSion for tho' Resti tution of Monetary Gold. 1;n the 
c,ttached table this is reported as German holdings.' During November the Com­
mtssion trnnsferrt:d $104 miliion of gold to the French Government and $40 mil­
lion to the Netherlands. It 21so set aside ~30 million of gold for transfer 
tCl Austria and $4 million for transfer' to Italy. The Commission has' not yet 
determined the distribution c)f its remaining. gold or of such additional gold 
as it may obtain thrcugh negotitatiuns no~ in progress. 

For :'i discussion of factors that determille the amount of gold and dol­
lars that n c~untry needs, reference;;: is me..ne to the enclosed copy 'of a report 
Oil ForelgnCountri86'Gold EmdShort"'T(~rm.Dolla:i::' Resources as.of.June 30, 1947, 
which was recently suqmitted by the Nationsl Advisory Council' to the Senate Com­
mi ttee on ]'inances. 

These figures cover all official gold stocks (using available estimates 
where figures are not officially published) and both official and private . 
dollar balr:mces as reported bY' bankers in the U. S. to Federaluuthori ties; 
the figures do not, however ,include gold and U. S. dollar notes that may 
be privately hoarded in i'or818n countrtes. No deduction has been made for 
foreign countries' gold and dollar liabilities, 



'-2­

Gold and Short-term Dollar ResourcGs of Foreign 
Countries Participat"ingin Europesn Recovery 

. Programas:.of October 31, 1947 

. (In millions of do11~rs) . . 

Country Gold 11 Dollar Balt'Jlces y 
Official Private 

Total 

Austria 
Belgium &Luxembourg ~ 
Denmark 
Eire 
FrIJ.ncEJ Y 
Gornnny 
Greece' 
Iceland 
Ituly . 
Netherlonds Y 
Norway 
Portugul & depe.ndencies 
SWl3den 
Switzerland 
Turkey 
United Kingdom ~ 

10 
615 

32 
11 

510 
320 

20 
1 

60 
215 

75 
33,5 
101 

1,389 
169 

2,190 

'2 
27 
15 

3 
12.5 

46 
30 

1 
46 
50 
25 
19 
13 
49 

7 
40 

3 
150 

34 
18. 

172 
29 
19 

:3 
105 
138 

51 
31 
74 

356 
33 

369 

15 
792 
81· 
32 

807 
395 

69 
5 

211 
403 
151 
385 
188 

1,794 
209 

2,600 

TOTAL 6,050 498 1,585 8,135 

Note: Most of the :::tbovo figures ~:!.re preliminary and are Gubject to correction. 

11 	 OffiCial gold holdings; for countries whose holdings have not been published 
available estimatedhave been used. 

?J 	 Deposits nnd other ;':Short.-term dolhtr resources, as reported by benks and 
bQ!l1\:8r~; in the United Sti.itos tc the Federal Rl:;serve Bouks !~d tI1e U. S. 
Tre;3.sury. "Official" bn:Ll11ces ",re those bele-nging to foreign governments, 
their e.gencies,1nd central bt.mks, while "private" balances are the remainder 
held by co:mmercial bE>.nks, business firms , individuals and others. 

Y Figures for these countries ~nclude dependencies that are included in their 
Internati::mal Monetary FunQ' quotas; they d0 not include French Indo-Chino., 

. NetherlanQs Indies, nor ::lllyBl'itish dominions. 

:228701 
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r. .·t· GOla ana OOJ.J.... l·n"''''''' ..... ,,__ - _____ ''-'_';~ j ,~ep.ET ~ 
C\l ( of Foreign Countries
C:..") (Amounts. in millions of dollars) . 
l"- --------TMi-:-n-:-im-um-,.....-'-· I Total.Monetary fAotUa1 HOld.:·-/+-------------·Go-:--:1,-,d""".-:C,-o-n-:-t-r7i------· 
~) 

Minimum Trade wor7-/ and Trade / tngs of Gold / Residual bution to Q,uota ill 
'" .....#. 

C'l Monetary ing Bal- Requirements; and Dollars I Sur~ neft- Intern.ationd Inte.mat 
_---~-------------~~-s_e~r~v_e_a_a~~_a-n-c~f~s-b~i~.~{_._ f- /ras~~~pl~(~~~~ ~~r 

"British Commonwealth. (and other 

r------"'~~.~=----=-l:':~te~ling area coUlitries) 


1't!! LtJ~,i:ted Kingdom . 1809 
 135'9 

\)- .~ ·;~~~i. count~ifUI Qo~red :by :United 


. I ~ e·'A;:~.p:$40i1) .quota 'in Inter:witioJl8.l 

~ It'l .····Monetary Funds 190 
 330
.\Q/ '1 ~" '.". 


f. J: ~ n:' '\0 ..;!ustralia 179 
 .138 

,~V J~~ ~ ('1' 'N~w 'Zea1and 86 
 23 


154
') ~\: I}., ;.:-~"\;ia 1014 

.41 . - 3~~~'f~t 257 
 47 
.CJ ...... Q) ><'1':'" 10
c - o,~q 39 


;~ llJ. u: 0:),' .:rQ~e}and 10 
 1.1. 
2105'

I ~I: ~;, ,,~' 'Y 'f.otal. 
3624 


-:r- ~ ':~;t~~da and Ne~olll1d1and 423 I 522 

53 ~ ~J l,Tlilon ofSouthAfri~ 206. I 252 

-- () '" ,:~. 


1\ ~Vc> ~ \ ·..·:~~i!ota1 British Commonwealth 4253 I 2879 

r ,, 5 r­ « "l,! Net Deficit 

(.) c::s- ~--
uJ ~ ....... 


o .:.::: 
o-r; . 
=> >.. ·..c m 


. ...:..-' 


2619
316~'1 
\;' , 

'062' .. 520 . 

\ ,', . 

130
317 

~~ .198· 

315
1168 

74 
 29 


13·'30~ 
49 
 3 


.15
,gl: 
3279
5729 


1091 I 146
945 

,847 I 389
458 


" 

210 ..4 . 
549 


458 


187 

75 


.j853 
 2.7'05 
.45 

231 5 05 


46 

6 03 


2450 


'15.0 
25.0 

7132 
 5~171 ~12460 
...1915 
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OJ Gol~anp. Do:Uax" :It~80urCe!S ap.,d~~quireinents 2' 
a 
I"­ , C,', 7-';'i.:*;(~~~~~:1fff:~¥W~~~'~~~~i~fik~'~'~?~~:~;{~" 
Q') Minimum .--~-- ',._- - Actual, Rold";' ',Gold Contri-
C\) Mil;limum Trad~ Work.. T6tal Monetary ,iJ;l@ja of Goid ' Resi9.ual Re iJual, b'l.ltlon to, Quota if
C\l Mone,tary . ing Bal- and Trade and Doiiars Su:r~ ne?i- i,.. International Interna1 

,R~s~rvesa/ anoes b/ ' Req'\lir.ements as of 3/311.47 plus ~it cit M,onetary Fund, ],iOJ::!61;aD 
,Europel ' 

'1 Belgium..Luxembo:urg &: Belgian Congo 467546 813 897 44 66.6 236 
.. IFranoe &: oolonie:s 2156, 6,83 2839 1080 1769 79.5 525 

! 
1: ,J, i Netherlands &: Neth.W'est Indies 350' ' 238588 5~6 42 6S.,7 276 

\} jiJ. I Austria ' 22<?:. , 50 270 10260 
~ t&l i Czechoslovakia 275', 8,~ ,357, 37 320 104 125 

'\\) , '1 ,,'l.~ h IDemnark 1j6 160 336 94 242 5.1) 68 
r j = '1:t~' '\0 i Finland, 4,6 64 99 31 68 
'~ V J\~ ~ MI Greece 42 65 10769 48 40 , ~,~, ~ 'l Hungary 36 9 ~5 42 3 

~' '\oJ rJtaly ~o, 259 690 2·1" 41,2 180 '.) 
~~,i ,iiNorway 161 200 36-1' WR' 181, 12,.5 50 

,", ...... IDXi Poland 84 112 196 7.7 119 125 
. "~ C == 01 Portugal 164 77 241 , 463 212 
'~ W U - P';lJ Spun 681 224 805 130 675 

1'9"; I': Sweden 186 2904.76-,430. 45, ' 
'.,of'.+<.'+

'=¢-I f 4 

)Swi," 300' 282 682" 1818 ':-.tJZ~h'=l8.,nd 1236 
--:r- ~ ..\',:, Yugosl-avia 91 gr- 60 

,8 ' 7:' \ ' ,Ger:ma~y 269 ~p9 
, :\ ~ () 0 \'Rumama 28~, '281, 
~~ -;? \ USSR ' 2658 ' 2558\\8IS"""" 0;: !: othe r Europe 187187 

• 0 .??~ \ Total Europe 5682 3122 -l2i!.90 9508 1.,92 4174 
' .-0 \ 

-G Net Defioit -2682 
,-« , ~7' 

::> '\ 

,-,~, ,--~. i1 ., t;
'-J~ 


~ 
 a/ ,Twenty-five peroentof note oirculation and demand liabilities of banks of issue. 

~ 
\( EI Twenty-five peroent of imports of goods and servioes fram foreign countries.z 
w 
~ 
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Gold and Dollar R~souroe8 and R~qUirements'~CRET'. " of Foreign Countries .'. 
.. (AJnounts in mi1lionsot d().U~rs) , 

:Minimum· aotlifil Hold.. 
~niJllum Trade' Work- Total Mo~~taryingB' of' Gold , Residual 
Mo~tary ing Ba1- and ~rade and DQ~~r8 'Sur';; Defi­
ReserVes a/ anoes b/ Requirements asot'~3/31/4J plus oit.~'"--i:" 

!Id:'&'<f:;~i : 
1,:;.1 ran 
ti/~~p.erland~ J:ndie 8 
j';i-Q~;;Uppine Islands 

,n 
I;;; '1<:~""",,'iI"'7 ' 

~~17 ~sj,a. 
. . -.eta1 Asia 

';Surpi~~. 
rica'l . 

ina:' 
" 

~¢R~~~~~~J --- .. ---'c~." 
Gua.temala.':, 
~~ _ - ~ '" ",,} ..,. r ~. i" :J. " .r
H8Jftl ' "",
Er~nd~~~~' ,(
MeXlcJ, , . 
tli~'~~a ,', 

~~{;£\.' 


97 42 139 141 2 

66, 34· lOp 3is' 215 

96 90 186 449 2'6$ 


'50 12 6.2' ·.5(f 12 
38 30 68· 15 53 

102' 39 141 ,289 148 
438 	 , ·4;'38'. 

..2'26... .2?tf~ " 

. ' .. 48'.' 
':628 .nOi" ::t·~i;(~ 'I' . 	 65" 
6,63 

.-'. ' 

f. 

587 	 1055 . *68 
24 '.·,°:'36 11 

543 .. 482 61 
110,'. 10:4 6 
101' I 118. 77 

15 ':ft 4: 
104 189 :,'·385 196 

·14'¥as '. 	 ·22R 	 ' t .16 
14 31 

2 8 
d/ 2 

1'!'8 	 24 
3 

··.·t59 ',..­

. 	 6,~,." 	 v, ,~v;:", .:34 
61335···.' 22.' 	 .: . • , 

.. :'.~~ 
" ,', ~,,,"ii., 

·',-.":Go1d..Contri ­
Res ,due.l "butio~ to 
sUr ':Defi:'::ititeniati ona1
I' , ',' .•

plus' oi't, 'MQnetarv Fund 
, . 

" ,j)I&S' 	 2'5
:1'" ,~ 

:"i~~\~~ .. 
/~~8 15 

.;;.,..2:Y 11 
'~9~8> . 43 

550.,A. ' 

. 

, .' :,, 
10 

150 .~<~;~~. 50 
. 	 125 50
."::,':3 '5 
:12'~5 54;> 

~~ ~ ,.:.f;.:~" 
5. .. ,;.' '>io'3 5. 

't~;5 6 

:~Y '" 2,.5 . 
90' 
2 
.6 

2 
25 

"6 2 5 . 	 . .,0,. • 
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, ,g ': , 
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41 81 214 133 '.,:,:. 15, ' 
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, . 6353,"""" .' ! 

1122 2281 3'3§7r , . ,1246: l36 ,,' " ", 

. 	 '11io ~~. 
t,

::,';;.), -D;~[:{, . 
33 	 33'~ ,,'. a[::: 6 el ' 

.7370 23049 	 2oii5~- --390r-~' 6825 
Net ,Defi clt . '. 	 ...2924 
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(Amounts in million$ of dollars) 
MinimUI!l- -- Aotual .Holcf':- - t, , ... GolifContrf.. 

Minimum Trade Work- Total Monetary ings of Gold' Residua,l Resfdual pution to Quota in 
Monetary ing Bal- and Trade and D~:ll8.rs. Sur- De~i" s¥t :De~i- International International : ti.) 1ii'. 

" Reserves a/ 

97 
lnds Indies 66 
Lne Islands 96 

50 
1d Lebanon 38 

.102 

:i~ 
~sia. '44V 
lrp~:J.US 
ioa: 
e. 398 

11 
275 

37 
35 

ca 5 
86 

!l: Republio ~ 
14. 

" 1«
2 

~, 3 
:: 2{ 

44 
7 

40 
;::. ~ 1 .' .64 
~~d:;;' \:<;: 
a.ttIi:J;.merioe. .II'6'6 
~tu:~~'~:'~:~-,-_~_ ~~'___._. ,',', _'_J 

g.'er~e:$·'·'·" 

anoes ~I 

42 
34 
90 

12 

30 

39 


-m 

189 
13 

268 
73 
66 
10 

104 .' 
8 
9' 

10 
7 
6 

174 
5 

14 
6 

44 
6 

41 
69, 

n22 

Requirements 

139 

100 

186 


62 

-66 


141 

438 

226 

48 ' 


,1'407 

58'7 

24 


543 
110 . 
101 

15
( 

189 
8 


22 

24 


9 
6 

312 ' 

8 


14 

10 

86 

1a. 
81 

"'123 . 
.2'28'f 

33 

as of ~3/31/47 

141 

315 

449 


60 

15. 


289 

436, 

225,; 

48\ 

19791., 
" 

,/ 
lQ$..5 

~5 . 
482 
'104 
11~ 
:U" 

385 
22 
37 
55.. 
17 
.4 

288 
8 

73 
·5 
6.4 
35 

21. 
262 
63 

m7 
33 

plus 

2 

215 

263 


148 

.02f:f 
563 

01t plus 01 t •Monetary Fund 

61;,3 

" ",. '". 
3.8 

12 
53 . •221 

,10 0 8 

""'65" 

468 
.11 

61 
6 

77 
4 

196 

14 

16 

31 

8 

2 
24 

69 
6 

34 
?2 


133 
...... ;.. '. 

159 
.. -53 

.12.46 l!6 
lll0 

. ",.
. 89 
1205 . ';3 
':1~;"5, 

'·,,::h'~ 
, ',1~3 
.~ '..: . 
, :A~ 

.' :22;5 
~'5 

05 

Monetary Fund 

26 

15 

11 
43 


550 


10 
150 

50 
60 ~ 

5, 
50 

5 
5 
6 

2.5 
90 

2 
e6 

2 
25 

2 0 5 
15 
15 

6e 

:n
"'1 c:; :8 
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:0 
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~t~l il,l549 . 7.370 23049 20125 3901 6825 

f'ci t .' . ...2924 . . 

~P:1;y-f;l~ perceilt of ~otecircu1ation and dema.n4 liabilities ot'bank~ of issue. 21, Gold contribution by Syri~. '. : 
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these· two 

to 

.' ." 
" "'_ '.,~. ..,"":-;',.~ :':"'~~:7~,~ ,'\,A'~ ,', :"'->:":'~'1'.;':.~:' .', " :':'., .' . ::, '.... '.­ ".': . 

( b)' .~·Oc.cupied :ar"e,~s~. A;ppr~p~:$,~l~ 9:11~.'. f'.6.r:·.9~?¥pi.ed, ai~a;~>-:p~h ·.:ior:;f.~lie f· 

'. ~~"fO~"~~.~.9~~~,f~,!~~J;,l01~:~~~~'~~~.f~~~(:;f,j';~3~'~~'·· k~~~Jji~f.Y"··'·"i':··"\"'·~:Jf~'· 
'" ' 

hOW'eyer # wheth:~r' t}:f~,se·amount~~'fare·.a:d~.qua:te:"to;,f,iha:n .. " ~. ,Vi; ·l1(;~le·e:.d:: 


. '., .:. "~'~,:'.--' ::';~:~;f>1{·>:/~.~' ~>:·,f'~~;~,:;~::·),~;;;~.~;}:;~~~i~~;:: ~;~~;(·>t~:(:·~;?·: ':, <: 

tos~lf; supP9rf.:'They:ap'p~dIii,~;tp;·'.b~:;{:1~~~~d:'lm9t :("'g\;tJi~;~p~~$:ent

, " .' .' . <..... ,. ~:;';,~~:~t "···5:,I:~~:i'~~,;:~·~~;;:1r;n~J.i;r~;~:: /?"~':;.::;~ ,.~ ';"'.: .~ . 


situo.tion.'Pr:ob~blyi'a.:,jn' . (i·ft10 .'. . ... .... se>"cfulnnei'l:i: 


noo~pani.d.·b~~~~··~~~:!~E~Xif~·~i*r~~~il~~;\~~![t~~:~~.¥o~~~~~~·:>~f·. 
German producti<;lIl· ...of eoal.·itl:;th~h·Ru,hr ilr:·:pe~haps. th~,'i!l~st'gl"iticEyl:sit.tiati:on:in 

Eur ope. for: it,.~~\:\~!5~~Y';~~,·'..•. •••,~'.·~,; ~l'P~;:1~;;r~~::~;;~!\:~.~~~~;it:~d)lO~~~~ 'in 

, Fr~nQe. 

l 
(' 

. 
oonditi ona /I 

• ~ "n ,'" 

. . : '.'. . 
t, ';. ~,~\ '~"~ . ~'." 1/,~ ,I; , " ... 	 .' " 

(0). 'The 'U,nitt;td"::Kl11gq:onr.pnri.tly due,;to.:exoepti6nall;,,;~av,Qtable·weather. 
:> '~.~::.~"" ._~~:.•~·~,t:/~~~~:..:~',~~ .. ;: '<'~I'»':""'::,:-'~{:'~,'. :'. " ,._.~7~.;.:~~~~~~,::"'· \4: .... , <'. '.;~\~;::~t.~~;:.~.' _ ,T~:~/ ',,""~." <,' .,--:' ;. ,! 

.partly,"due. ·tQinadequate .eooriOm:1c, polio:1!es ".'and', partl'y::it:o. ,:difrfoulties 
. . . ~:, ",';",";';f:>,' ·'~;~:;;;:,;.~:}k::ii~" ,;;';;<:;;:'r;:>';;::i·::,t:\~,,?;r{;i:~:.':;"!·:/;·li< .j/{.'2"?, ': "':, .." 
inr,estoring CUrrellOY .e~velitib·~lity;·. t,he',~o8.n::toBr1ta:in lsrie.~~y U,sed; ~p'. :Brltain' s. , . . , . .~<~~/ ...,F:<, "~:'~." ~ ~',:,< '~: ';:,~/,:~.,~.._. ", -·'1::~::-K.~.,~>... · ,',:":' ,;,~': .':.~~~~~" ':";: 

reqUirements are 'the iar.gest_sirigle~tem'in ~'he'::E~~,Opef1rl'·(l.id:pr,ob·a.ni.' I:tmust be 
~ 	 . " .. ',~~~~:~~J(..~~~:~_ '~, .. ':~ .~'.'! , ',:,,':' _:::;,~:!:~;~.\::,~:,t'" >~. '.:' ,:"~;;,,,;(:\: ~~.::~,:". ;,-,.,.~ " -'i '~":"j :" 

determlhed whether ,;tiiiS::rie~:d:E(f~· 'beJ~~t" .as~'a: ,par.:t- :o~~;tjiE;'generai.r~q\1i~~ent'se:t 

~or;,h .·,n· p~:fa:t:t::'~it.~tC.i:,';.~'i::~~':;'i::~.:l.!.:::~····':nl~:~:.5:og~~ .'::.~g~.d 

.~. ,,' .'~:. :<:,:;'~-'.'" 	 .'~...", _..... '" .~::.>. ~". !:'-,( ~'.~~;'::'::~~.:.-~ "'i' ~~:.' 

uponwhioh offers pr~sp,eo~ ,of suooe',s~ ·'rio' amount of mPl\ley wou~p. '])e' ~,r~eot-ive. 
, 

'If., 

. . ,'~'.~" ~~:.: .,;.-,~<~:~:.~t. ..c:.;~~? .,": "':....,;:\' !', ~-' .. ~:~.. ~ .: :~~,~ .•.:~?~~";,,,:,~ ',~' ,," .:.'.' , ~,.~".~,)~.:",
i • ." 

.on ;~he ,other halld;, 'a.·sound;· e~;on:omi, 0: :progrt\lTl,fs '~pres~nted': t~e sW~U(l.:ti:ori:.;~y'o~e 
f. '.':, .~: .• ~."~.:(:. ~:: .':.:"::~:~:",~~'>' '~":: :1, .'...')0,... ' ,::.~ "..;~~..:"~.i' ·'.1',~,,:;:.:.~~,,,'~:·:;,.. ,·,· .:'",:":·~:t·.~t~·:/,.~,·~; .. ,,>, """~", 

withfnthe. chart:erofi the.lIlt~l!nritional.,:13ailk:'fdr ·R~eons't'ructfon,a:i¥i.D~~elopment•. 
" :' ;.: .. '~ ; ", '~'~.' :", '/:~:~" :':'\"~ :._: " ~ :1:. "~' .. ' ' ' '.- .;. ,. ':, '", . .~...~, .,.~... , . , ~ ". 'f" .t • 

( 4) ~ T·~e' ~~t$haJ:I.i;~i~n :an'd~he:-'Bu~ge';t, ,"~;" .,;;\"" 
. '.' , •. , ':::;-~~';~";""':I:\!';';::'~;Ji;:;~"}:' ··;s .':T_"':T;:;~,f:ti,,~:,: P' ';:;:':'<~ri-""': ;'~0,~: .:),;':;:-':/'., C'> ~ ... ,,~ 
T~~:' .~ ()~q.s:;.s1:lppl;~~9,:,",to ,~ur,op~; ':~D:de:r, ..~~e,·¥~{~;~ll''Pl~;,ha:Y:~\ '.1:;0 .9~, ~,~)~d' ·~or ; 

: ,< " :., ,I .: '~~~~~:~ ..::-,~?..,,:,;_ " .:: ; .~':.,i~ri· =\ ',;":' ~',.:'.:~\:'~>"o ., .. ,' .. ~:":'~i~:~<~('?~~':~:., .-:.:, \~o''':''~'~~:''_:'':yr~_..:,: _,':--,~ '. ' ~ .~'" 


:f'ar,m~r.s<and~~f~;o~~rs',ca,~ot,:Q~. ~xp;~,c~ed: to: o·()~~fl;>u.te: theif"·.,p:r:~;t.tcts.·, 'Phis: 

• 	 '." ....:·'~;·:-:T:r."r.,... ·~ .. ~ ,.1 .:~,~.1,,~"J': ..~. ' ;', <j, ". "";. __':.: : ~;.:::,.>:':~' :'.~:.... . ,.''-: '.'-.0 ... "l""'W,:'" '. ,,;':;". 


.~ '.
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"',' .-, ". .. I 

<. 
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' ..'. ,. 

I. 

rimlIiqing~ -l.I." 9',c'PJmp:a:nl~,idr"IDV,:'d 

'll1~ney' ~nd', 'goods"h~s,<be. n:;:(:ri:13t'()ri1:;~d
, . -: ".' 

. " 

is, dependerit' on;Ii~~~~h~,pg,d:, ,.,..,.,"..""""ce~·b~:lhlfeE3·ri;, .....~•.,,,, , ,:;iIi'., '1?e:rt± cullif- , 
.• ' -.', ,..... '>';'r;.;). 

", ~fu.1; countiies:;~m:~~~~,p'~i'~.ti~e.'·,,~•.th(;! i1r"l:iuci:itEl:tfIYIlLndt"~i~j;"qpi;:'.'di~ f:i:'9~:rt'~I~l:rlilil:<ifi'ri:;; 
t. " 

S~nce:M{~ ;U*,;~~~,u","""'l,'" 

" " :.:,<',;\:;, "" ,;';<',':l::'::':':,,''''.i'" 
we -mus~ pursue., policl:~,s';;i{i~h!6:.,O,9ul:ltrY:\V:h.~O.P:" :sJab11i ty• , , ~ ',. 

,,::~:::~O:~::;~d:=;i~~~;!:;i::~~et~tt::-I:~:~;~;[.i.s~~~~Y 
, must exercis'e,',le,ade~'\sl#;p~~, ' ,_ , 

'Tl)u~;'~!ti~~,~~~1>ifi~?::f:0f.o0~"';f~t~~.s~~i~~t;~~,i"';at.ti~". 
, ship with our· d~est:tc: ~~sp;~~s¥~ii~ties '1:0;; ~" s;~~~>;nd .d~~fo;·;~eo~~y~, ,What 

'::p:::::u::"'::::::r~i~W:'~~:£!~~~:~:;~~~~~::::n~:~!~1;:tl:~t::~:,::g:' 
" ~ ,; •• ,"" I ." • 

an of'f'settj;lig, ~,e:~U::Ci;i'9rt\;~I1:',othe;z:o,osts' di: G6v;r$erit ',Or 't'o'¥!iei.<:I;eyYi~g ·"o{ add:~t~on:at: 
I, taXes to'c w~r;t~~s~:';~d~ea\.,;::expendi'ti.lr~s1, '<""" • 

I • t ., .' " ... , -~ ,~'.' t,. ,1-,"'.,"" ". -):.~:.:.:".-'. 1,.'.,.,,-,,' ',' .;~,' ,°"11"''':' " • 

" • ,,' :h>~,·~~~,~~};~)i~~:;t~Jt~..~~~~:~~.i,~'C,~'~~#f':~~~dif.~~~gust. 20 

shoWs a .. prospe~:td.~e;:~Ur:<phis' ,'Of'.'4"7·;1:>inJon:9-o11:¢:r·s'i.,·pr,~s~aJ:)~y~~yailabls ,for 

'debt retir:emerit""":~~~"~:~~~ii~::re.d~cii~~.i.,'2rtd";~~~"<~;~~'a..4pit,~;;~~C~~r.i~gh.\,re,nding 

'ma:kes 

Internati'~ria:i';~Biir&,~'c,,';Thit'-4 ~3:b'ill'i;~n: do]A·\itr: .. i£EnJ{~is ·.a~pr,b~iinaft~lY;'~8o.6 :mii l:ion . .~. ',',:>,::'.7~<:~ ::" _ . ,,' "',::',;>'? _ . '.~, <t',~,:.' .~.: . - :_~" .,',,' .. '.:: _ ::-' .' ,'.' "j"""-' 

, ,,' \-, , <" 

, " -, 

\ 
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markets. 'AD.;e~tra;::bi,i{ioI]:,dC1lta,rs ·or ~'an.extr~·' hu~~e~ ~il1i~ri'/,b~,6hels' may tip 

.' 

",~;~:, ,~I '.~>-'.»':' :-, ;:~...'1I/,:i-':::~,~,.,' ::;~·.1 ,.f:: , " -\':::~'~' i';'G'i~::.~<::::~,\..~.;/ )~.~~;.':; ,- .. _, .. 
d.ollara· 'larger .than was :illqludE.Hl~'ir!)/!:;}l(f~~:es,j;·dent·tis:,:enrJjt~·:r\p~d'geto' e'stiniri.te ,in

- '"'. ",... . . . '"' " : ' ~".' -.,,', ."'. " " .. " ,- . '. ~ . 

. ;..... 
Jo.nuary" 1941~' .The increo.sEr·.~is .. ;theinc1:usion.. of "320,m111ion.,dotla:rs'nid to Greece 

, : '; ';-':' ~. .. ··s. " .• ,,' .. ..... . .:. '" '•..~ ':.: " ": .. ;: ,':.' ," .- Y' ,~" .•: ..... , .' . ...' 
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' , 	 , ,, , " 

the sc!',le between ~tabilii:y'~and: inflt:ttion.~;I.,ikevvise', thedagencfe's whi'oh e::l<iEicut~, 

- • , ,': ••. '~~'; , .. \;>:':. '. ',-,-..... ' ,.,.:', ...:-> .......:,:: ',: .;' .~,.'; .. ,: ;.>/:,~~" .. ' .. ',
,.1 	 ' 

the progrrun 	musta,dapt:;the~~I:I.oper.at:~~ons<f~:6¢~;;'td.iri~ ,;,;tQ.t~i.Ue\t,b <t~ei,:;~9,~dition of , 

,our. markets, and ~ alway~:~¥~h;r.,e~~~,d}~s<k#~~~:st~.Jhti~~i:i~~~i;,;i~.~:~~~~lni'~:~'stabi1f~~(i~" . 
•,' !, • :', .',!' ',,': 'or: '.:: '.,: , ,,< .:' :, • 

the United 	States as a:keY?/tOneto worldre.po;V:.~z:!y.· " , ,.'" 

If t heseprinciP.~~~~- .i~'r~I~'?V{~dV:;~~~~;~~~~·i/a.nd";~p..~i;~t~ntlY an~i'with . 
"':., ..:.\<:~<~'~~~. ,\' '~.'" ,>' '. :~..-,.:<...~!.'. :~'·i. ~" ......, .' ";~:."~~;.~'rr~::~~'·':;~,/·"~·~·.:H~ ,.'., <,~ J 


g~pdwin there is' ,r,e'ason"to'.:believethnt:the' United <'States' ,nas' 'th6;,meansto 'meet 

,;.' " .' ,\,,:,.;," ...',,:',,;.::~,:'.:'.,:;,,<.:.,:."":,:;., .:::~/h:·{<~~ ", ..',,',' :' 


the ori't.ioe:l, I:leeds.~of,Eu.;.opf3·~.;.~y;.g90d:~·f<?li~ilneti~lld';f:oresl:g~t:r:t;Mr..~,~r.e . aIread,Y: ,in 

'. ;.;' ... " .' .' ~".?;-;;:;~?~:'+:~;r:: .. ":.','. " ,,<.·~i::;"E;.:~·· ., <. ··~;;;,t~i::\":: ': ',' 


bein{!;i?No'in:!:ernat~oiial:i:rl(l~j:lci~'< eg;enc~·e~,s;.,;c·~PfJ.tently.~p.ed;j~d ,.::t;e,~?:y .to· ,. 

, "~ .. " :i'~'.': .;.;: \:~~.. ~~':>~,,~,.f.: .....'-..~,~...~' ' ',: I" .: :.~ .,;':I;~:~::';~.~;~.,., ". :." ~:'" .'.:.... '$ ,•.-~~~~~~~~";'>' ': . 


operat~. as ce:r:tainba:sic~o,onaitioris'e.re 'f'ulfi'11e'd. '.The. 'United,Stlites :Government

" " : ~"~ ~ : <':'~';:'.''';-:':''':.~:'.' ;~. ..t... ,"1. ~,~ '. ',: ",:::,~.,;"•• , , ~,. '. '~.J';, .:-~'.'.' ' . 

.has additional expe r'i~'~~'~d' ~ge~o'~~~,. '. Th~ :'g}~~~~:~t' :g;~P~i~:' ins~:~~I.ing...oritically 
. ,,',:' " ::':,i.' .. ·:.,';'.: ' '. ,', '::':'" <. ,: "\' .. ':;~~ '·"··"l .. · .' " 


nee'dedfood' and ~ru:ei'.•··',:Th~·";f\lhds·: n~,r.'equir;~(t· iI:l.,thisiQ:ra~;:appe~iC,t.¢".be well. 


within our. 	O~P~citY'·Vdtho~i'~i9i~~,i~g,p.;~no'~:~:~';;S.:';Of .s~un~fin~~~:~i·:~'; . ,',. i,:: ~:" 
;, ':.'.' ".'" ',: ,>".' '(: " '\!. .,' 7. "',' ::;' . >.":" ,,>, ::~:I::~~\.\";:".:.' 
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str~ctly Coriridential 

budget and eo onomy ; I 

'l'MS~Ylili, 'be' r:evi~ed;n, o:rde~.~.. ,,." , 

. (l;"\"&~l'a:';~~k, DOlJ;~rs~el,d ,by?tha~ ;C'omitr,t~.~,. ~~d. 'l'h~,i:\;;~~at~~~al s: ':::~:':;>" 
Al'i'~d~~~';~~'~,~ut:~rt~e 'the, ~~it~d States: :'(~~'t, 'e~~7u,~,~n(:Rul3sia) ~, '~'i':t~,~, ':, 

' l~i'" i,'" ec~e;','n"'''t', m'onth,'s ',hola between,<16'andl71'i~n;'iondonar:$a :S\l'bstantial deo" nen r, ' .' ':: ,,',<', "., ", ' ,,' , ' , , 


, d 1:1' b l;a'n,,'oe','s'·';""'li.l's:'i:~ e'xolusi:.re.pf' ;the:holai~gs~~,'o~:~theihter~ ,

of' (Sold'and 0 ar a , ,. <Ii"", :;':, ':' ,." :,' .,', 


na;t;~onaJ, }lQt+o'tiary Fund fln.c1·;the', Inte~n~t~onal:,B~~"f',o:r>:~ae,on:str:u?;t~~a,nd Deve:t!~" 

ment.. and iS~h;osexol~Sive ',or: gOld~hiC~ may ;'be}~~afded by ~~e"n~t:{onais ot·th~s'e 


:~ . , ". ' •. ' 

OOU%'ltJ'~es e1the~'ath6me, ~r;:,e.b~oe:d·'and';fn~Els'~e~ts:~br·oe:d:~ " In~ :fhel':caseo'f' Frari~:~ .. 

for ·example,.. the a.m~unt,or<g,Q}:d' .hoa.rded:within:the,~9ui'!.try ,has been" estimated at 
, " .~ _ ,.:li! ',;. '.' • - , .. , .,'" , ' " : . " , 

from qne to three bi11i~nf'doll"a.rs, "and dollar i~vehment i{oldings,',of"nntiorlnls 

are also'substantial:.
" " 

Theam01.mt,:of ,fp:rEl~gn investmerits in the' JJnited.Statesh~s be~Il estimated 
.' .' ',', ... ' \ ': 

by our Department. :of t:r~$rceat ~pproximntely,8 bi;lHqn dollars I :Of :whichs:ome 


3~ billion is ~to~:ksa:nab"~~dS }'rlth:the"rest 'p~in¢ipal~y 'direc~ i~'Vestm~nts .. , a:ri~ 

: ~ . .:,. " " .. ' ;- ,;- ' ,~' 

'.;- • >, '. 

iriterests ,in rea.l'el,l~~~~,~::,ri\~f::tgag~s;..a.nd 'trus:t:fun<l~;.': '!hile privite .. ownersJ-ti'p' 


and problems' of ~o~Giz"f)..ti;~f/~nd,,'ilqU~datiOn,r~~se,:~·q~estion'n~'to::'h~::~~~ 'of 

.. , 

t) ns .
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FOREIGN GOLD AND SHORT TERM DOLLAR ASSETS 

Wh1 U.s. DOLLARS _ GOLD 


BILLIONS or DOLLARS BILLIONS OF DOLLARS 

28~----------------~ 6 

ALL fOREIGN COUNTRIES 
(EXCL. USSR) 

I'7"'7"'lI'"7lLIBERATED WESTERN 
EUROPE 1 ., , 

24 t-------------i 

o~~~~~~~~~~~~ 

"NEUTRAl.!' EUROPE 2 

20 t-------_.......,;;-----I 2t-------r 

LATIN AMERICA 

I 6 t--------f", 

12 o LEADING STERLING AREA 
COUNTRIES (EXCEPT u.K.):; 

2 -'--,-------.-,--- ,,-------1 

O. AUG.39 AUG,41 

21 CANADA' 

O~~ VZ3 
JUN!: ~7 

4r---------------------~ 

o 
1. Belgium, ,Denmark, Franoe, Netherlands, Norway. 
2. Portugal, Spain, Sweden, Switzerland. 

3 • .Australia. British :Malaya, m:gypt, India, New Zealand, Union of South Africa. 

4. Canadian gold data not available for 1940 and 1947. 

Souroe I Gold holdings are those of foreign governments and oentral banks. as es ti:nat.cd 

by the Federal Reserve B8Dk of New York. Dollar assets oonsist of shorti-term offioial 

and private balanoes u published in the Federal Reserve -Bulletin. Oata f'or United 

Kingdom are as reported frQl'Jl.offioial British souroes. 


f .... , ,~?28 t719 
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A second point~o note ~s the.t the, aggregate figures are swollen. by 

h,rge gold a~d dollar hol<;li:ngs;'ef -a'.numo.erdi: Eur6pean neutra'ls. such as Switze.r-· 
. .,. . ' 

land and Portugal... .Theb~e.akd·ow-ri'<ot.~~e:r~·gUre:~·sh6ws· i:;hat1.fb~~at~d~ste~n . '. 

European countries as. agj'(Hip' have·.·ip..:t·hair·/ ot·fi ~i~i.hOldd::ngs.nodnoier~ se·rves 
'.' . .. . ...( .. ' '" ,,'. ,...'... 

than they require and in:·s'ome'<?,E.'cs.es·Wil1 ,ne~d. ·more.. :whenthey ·.stal:)jjl'i~e thi:Hr,money. 

A furt~er. -i~portaritip~~rit iA ,in:terpreti~g the .. 'figW'es ,~s'th~t ~he. /. 
• . . I . ,I ' 

o.vailabil"ity of priva~elY;·h~ld gold;,.dollhrs~ or inve',stments deperidso'n .the . 
, ' .' ::' "',', ' " ::: ", 

confidence the national's oftne-se':o9untries have 'i:rrthe'p61ioies <thElir: governments 
.. " ' I to< 

. . 

follow e.nd especially.. in the "s:tfib.1li:tyot<thelr' cur.renci~s.· 

Thi~ principle: was, ~n::~strli.ted in ·.the c.D-se of oFrfl.nce, in the middle' '205. 

Tne cOridltlon 'of France appenre·d·tobedesperate, ,but when:' poinc~r'e stabilized 
~. ' ..' ...... .~ ­

i:;h~ curre~cy e.nd the g.overrinient st6pp,;}'dborrowi-ng 'fro~: the'centr8:f ·b~k ... French 

money begnn return~ngfro~"!lR~9ad:d.nd:.c~ming'out ~f: the grou,ri:d. '. Eran,ce ~ent 

~ntoa peri.od of" prosper~tY'vi.i:,tJ::~a:¥p;t,e .:.~urids, :pr,oyl.d.e,ci,by.'he:r; ioWnc~t1~e~s'and : 
. ., ' . :' .: ,;;, "-", ',,':, ..' , ....... : . .';.:\.' . '. . ': ..... :. '.: :"', ' 


'with'out the 'need .o'~ 'any f:6~~:f~·· qre~£ts • 
.' . ......" '. . 

\ ',: I'. 

To .putt,'he . mutte,z;' e;·nother·. way, :,we,: a're d ],:f'amiliar.Wit·h. 'Greshi:mr f s 


Law which is that' ~tb/).d m6~~y, d:r;1ves' ou,tgbodmon~y.'t.ifuessenth1'.J::eas~fi· for 

. '. . .~. '.. 

,the. so-called dollar ,short'age .-in ma.nyEuropean co~ntriesis·t~t th!3r.e"has·been . 
• .' ". '~'•• ' • ' 1 , •• ,' I ,-:.',.... '.' .:.' ' \ • 

a flood of bad money,. anp-· ··th:fsb~dmbney has' dr,iven:· tp~ g()6dm:~n~·y,.u~de~ ~over .. 

. fn SWitzerland,t~e Uriited;.ist~t~esand el·seWhere. ·The,Si~U!1ti~~·.ca~othe' .. 
• ." \ .. .; \ ,I • " . • 

corrected just bY!3upplyi,ng dolla'rs" .but Only by t.Urn:i.ng.t~e bo.p:,.Jri:O:~lt}y. into.. 

good money. Thatme~ns ,taking' the. :weli :recogni.~ed. ~teps to m9l.wtarystEib·ili,ty­
, " ,-', .' ,'.,', :' " . .... ' .." '. 

b!1lan<?ing the' budget, .redu·~iI1g:the'exce~s :nioney:'f?·~pply. incfeasfng:l~~odhc:~ion. 
:- . ,-', .." '.' ' '. ".," 

and rixing.realist·ic· eX9~hange::r~t~s~:" , 
." .:, '" 

, .. ". . ..'.'~ '. '., .: .. -'," 

, ",:':', ' • '.' l ' .'.~ :. . " ~ . ; , , ~. ',' I ,:',.' .'. , , 

Belgiumin the past two ye ar.,s.· ,'·BelgiUmconc:l ride d tlje 'War.wi th:: 8,' ,ser.t·ou·sly ,,' 
. , " '.,..",. ' , ... ' ',' 

difficult situat:i0n,"1:)ut, pr.oceededd~ediat~ly.to,.. stabilize he.r·'mQney.~' The ~uciget 
" . ; '.',' .' , ,.', " . ' 

was balanced,exo~ss ni()~ey,cre~ted: :in the Gerni.ilnoccupation w~s:()a~ iedin~ and 
. . '. . .J .... :1 .".' . .'..: '. . ,. 

incentives prwid'ed. to increase": production~.. As ri c'6nS~q~Emce;" 't1(:G9Ver~or .Frere 

,1 . 

http:pr.oceededd~ediat~ly.to


" 

:" , 

of the Belgium ·,NatiQnal B,ank tecently disclosed, Belgian dollar and 'gold, reserves 

have ·been on the rise since':ear.ly this year~' Be 19ian production' i·s back, t6'pre•.. 

war, o.nd it has beEm "possible to r~~a.x figreat. ml.l.ny restrictions' 9ntrade ~ 

Bad money not only drives 'out good money. butdr,j,ves., ~\lt: "goods. 
.. " ' 

S'ecretary M,.qrsha,l1 in hisHo.~va.rd, El;ddress oal~e,dattention to the u!wIHlingness 

of fo.rmers to sell theirproduoe ,for doubt'ful currencie,s" thus accen~uating 
. ," 

shortage of foo9,. 'Currenoy stab,ility is a necessary, step to the i ,s~ccess of any 

program. 
'i 

, " 

The favorable aspeot of. this picture is thf\t there are ;tund'sin hiding 

whichwill come out an~ ,get to :wor~ wl1enthey are gi-ye'n encourri.g~m:erit"In this 
\ 

situation mone;r can ,beooaxed but not driv'en. 

(2) Cr~ditFe.cnities Ave.i1o.bl.e 
, , 

D~l1ars alread;y made 'a~o.~io.ble or potentia~ly t.wailable to foreign 

'\ countries under~xistin'g o.red1tend grant programstote.ltvlerity.. 't!br'ee billion 
_. '0 . 

f.: . . . .' l' ,h • .' . 

dollars. Of this, approx;imtitely tWelve billion dolle,:rs has bEje.n,dra.WI'), down .. . . ,. . " 

leaving a. total of elevenbillicin dollars thus' fo.run'!'utilized. 'The details 
" " . " " .. ' , 

of these progr,oms are· shown in the. following table. 

\ . 

, \ 

.. '. \ , 
" ' : ...,- "', 

I) ::>8'7 
'-
:')1I.,. ,'., ... 

http:bEje.n,dra.WI
http:hisHo.~va.rd
http:since':ear.ly
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JrollBIGJ GOLD RUR1'i8 A.]). OOLJ,.AR' B.ALAliC.E8:,!I . 

.. . 

.. " ")...... ,~ ,', 'Iit'NA~A~E""(.h 19Ji1, o."~ !laua't; .,n.. ... ·O..)Bte aw.1J.able 
,,<P,d.y.Y""· • '. '. III 1I1l-11Oi.~ot dOllan 

. .. . .~ " ." .. 

Eu.l"Opo 

U~~'e4 KiJl&dom 

SWltaerlaa4 
rrAnce 

.. Be1s1l1Di 
Portu&&l 
••therlUu:la 

JllIiIaDia

hea:'.... 
0.'"~ 

,s~ 


.... ~ 
Yti'gOalavSA 


. Ittily 

.' 
DeDDlll'k 


. RU8!1t:a··. 

Ore•• 

"lniap 
.i.Ui~.rl 

", :Qtber .BirO,e .' 

Total ~ro,. 2.216,, : 
,. 

Lath AIler~ 
.Argentia , 181' 

,
ba1i1 ; 128'­
C\l" 151:" 
verie.u.ela. "7MeX1:1110 . 1,,·
Co1ollbia 52 
Chile 51

34,POI'\I. 

'8011* \ ....... . 
lIeth.erluda WGlil tIncI!•• 1:" 

. . &8l1J'baAm . \.•. Y 10 11 
73~" eoa. '11_ !\' 


'FI"CmOh W.at Iladl... OQ.~~. 

Other lAta American .... ~ : 

&0 186 

2•.J~ 1,078 

,- ,-'-.,. 

0014 
~e.nel 

21 7.215 

!I $15 
'55
215 
.235 .. 
1SO 
1&5 
55 
ao 
aO 

http:lIeth.er
http:B.ALAliC.E8
http:OOLJ,.AR
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Asia. 
":Plii1l'PP'i.fl~r-'Island8 

China 
India._ Burma & Ceylon 
Turkey 
Japan 
Netherlands East Indies 
French Indo-China 
Hong Kong 
Britis!,! Malaya 
Other Asia 

Total Asia. ij 

Other Countries 
Unionoof South Africa. 
Canad"&. 
Australia 
Egypt and Anglo-Egyptian Sudan 
New Zealand 
French Morocoo 
All other 

Total Other Countries 

Gra.nd Tota.l 

"-­

1.199 

805 
36; 
90 
55
2; 
5 

30 

1.395 

1/12.060 

W+7 
31.0 
41 
56 
19 

123 
39 
39 
7 

79" 

44' 
778 
40 
20 
10 
16 
90 

998 

5.545 

Note - Wherever ava.ilable the information on foreign gold ~e8erves ~s 
- ,been ta.ken from offioial foreign ,souroes.' The figurEui' on foreign 

dollar balanoes are those oollected"'monthly by the Federa.l Reserve 
Banks on beha.lf of the Treasury Department. The gold and dollar 
balanoe figures for individual oountrie,s inolude the monetary 
reserves provided for under the monetary reserves provided for under 
the monetary law:s,'O'f:.these countries, as well as the dollar balances,.' 
both offioial and private. required for international trade purposes. 

1/ Exoludes, international institutions.- ' 

Y Estimated on the basis of seoret or oonfidential into·rJIIAtion" 

21 No reliable estimate ava.ilable. 

~ Less than 2f million dollars. 

21 Exoluding Russia. 

Sf Excluding China. 

11 F~oluding Russia and China. 

~-- - - --'--.----.. 
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Preliminary,., 

j, \. GOLD AND DOLLAR RESOURCES AND REQUIREMENTS OF' ]'OREIGN COUNTRIES-. 
The attached tables present certain preliminary estimates of net 

. .dollar and gold resources available to foreign countries to meet extra­

ordinary needs, after deduction of estimated amounts required as minimum 

monetary reserves and working balances for purposes of international pay­

ments. These estimates are based on certain assumptions and are subject 

tocertaln limitations, as'follows: 

l--The monetary re'serves have been calculated on the basis of an 

assumed requirement of 25 per cent of the reported or estimated note circu­

lation and demand liabilities (other than government deposits) of banks of 

issue. This 25 per cent.reserve is the present legal requirement in the 

United States against Federal Reserve Bank deposits and notes in Circulation, 

having been lowered from a mixed ratio of 35 to 40 per cent in .Tune 1945. 

The assumed rat fa at 25 per cent is considerably lower than the ratio ot 

40 per cent, which was regarded as the minimum reserve tor the purpose ot 

currency stabilization in the period atter World War I and is still main­

tained
.' 

as the legal reserve requirement in the monetary laws at most cooo­

tries. However, because ot the decline in their reserves and the ~xpansion 

.ot their currencies, most countries have been torced to suspend legal reserve 

reqUirements and currency convertibility, and to introduce exchange controls. 

At the present time, in view ot the general abandonment at the gold 

standard and the adoption ot managed currency systems, monetary authorities 

do.not.need to hold gold reserves for the purpose at meeting domi:lstic demand 

for. gold payments. The monetary authorities of all countries, however, strive 

to maintain a stable'cover in gold (or dollars) against currency, not only 

because of its traditional role and its impact on the COnfidence of the public, 

228724 
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but mainly because gold stooks and dollar baiancesfulfll1 veryimpprtant 

and necessary functions as funds of manoeuver for the stabilization of ex­ . . 
change rates and as reserves against any contingencies in international 

payments. For these various reasons, governments regard with great preoccu­

pation any decline in the ratio of reserves to the liabilities of the cen­

tral banks, and introduce restrictions on impprts and foreign payments, 

whenever the ratio tends to fall belOW what they consider as the minimum 

level in relations to their liabilities and needs. 

2--The working balances for international trade have been calcu­

lated on the. basis of 25 per cent of the estimated value of current payments 

due by each country {or monetary area) to all other countries for goods and 

services. This is based on the assumption that each country needs, on the 

average, a working balance for trading purposes in gold or dollars equiva­

lent to three-months gross payments to other.countries--ari assumption which 

can be justified in accordance with business practices, production turnover, 

. and seasonal cycles. In the. past, working bafances for trading purposes 

were privately held, separately of monetary reserves; government participa­

:ti~n in foreign trade and monopoly of exchange resour.ces has tended to 

shift working balances from private to official accounts and to add them to 

the monetary reserves of central banks or exchange authorities. 

Admittedly, not all foreign trade is carried out in dollars, but by 

far the largest proportion of imports of foreign countries is now obtained 

from the U:ilited·States or the dollar area, or settled between exporters and 
,..< •• 

impqrters or the monetary authorities of the various countries in dollars or 


gold. Contrary to monetary reserves, these gold and dollar balances are 

" 

currently needed, and while they may be temporar~ly drawn.upon, they could 

r ­
I ' 
f' 
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not'be permanently reduced or depleted without affecting adversely the flow 

/ of international trade. 

. / 
/ ..

3--The·totalgold and dollar resources of each country or group of 

countries have been calculated by the Federal Reserve Board on the basiS of 

reported statistios, available information, and estimated figures. Because 

of the variety of sources and difficulties in obtaining reliable and up to 

date information, it has. been impossible, to coordinate exactly the date of 

the gold and dollar resources (g:tven as of March 31, 1947) with the dates. of 

the monetary reserves and the working balances. In general, the monetary 

res'erves have been calculated on the basis of the notes and demand liabili ­

ties outstanding\onthe books of central banks as of most recent date available 

(generally not earlier than end of 1946 and mostly for middle of 1947).; the 

working balances have been estimated on the basis of the value of imports of 

I 
goods (including UNRRA supplies) and services by the various countries for.J 
the year 1946 and the available months of 1947 (adjusted to annual rate).I 

I 

For a. number of countries, no reliable figures,of currency and trade could 

be obtained, and the gold and. dbllar resources held by them have been entered' 

in the table as adequately covering their minimum requirements. In view of 

the overall. purpose of this statistical tabulation, it is believed that these 

shortcomings would not affect the general validity of the conclUSions. 

4--Adjustments have been made for figures of "monetary areas", such 

as the sterling area, in which a centralmonetar,Y auth~rity holds all or part 

of the monetary reserves, the figures of notes and demand liabilities of the 

banks of issue (or currency boards) of the various members have been combined 

in order to arrive at a total figure representative of the aggregate out­

standing notes and demand liabilities, to be used for the purpose of calcula­

ting the monetary reserves required by the entire monetary area. In the case 

0')8'7,')6

I., I'~' .:... ) 
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;' 
/' of working balances for international payments, the trade of members of the 

j 
.'I same monetary area among themselves (for which no foreign balances are needed) 

has been deducted from the figures of their foreign trade, in order to arrive 

at a net aggregate figure of the imports of goods and services of the entire 

area from other countries. Following the same procedure, the gold and dollar 

resources held by the members of a monetary area have been combined for the 

purpose of calculating the aggregate gold and dollar resources and the net 

-available balances of the monetary area. LIn the.case of the sterling area, 

Egypt (which ceased to be a member of it on July 15, 1947) has been included 

in view of the fact that it continues to hold its reserves in sterling, whereas 

the Union of South Africa has been excluded. in view of the fact that it holds 

its reserves in gold~ 

5--No attempt has been made to readjust exchange rates, but the par 

.value of the International Monetary Fund, when available, or, in other cases, 

the rates applied to approved import transactions have been used for conver­

sion purposes. Downward readjustment of overvalued rates, especially in the 

. cases of some European currencies; would reduce the dollar value of the out­

standing notes and demand liabilities and, consequently, the figure of re­

quired monetary reserves. On the other hand, this reduction would be compara­

tively smaller or disappear entirely if the eXChange depreciation were to 

result in a new inflationary expansion of notes and liabilities. 

6--The amount of short.,..term dollar liahilities, due by foreign 

countries to the United States, is not very large, and only an insignificant 

portion is specifically secured by dollar deposits or gold earmarked. No 

attempt has been made to arrive at a net figure of gold and dollar .resources 

(after deduction of short-term liabilities) country byco~try, not only 

because of the limited amounts presumably involved, but also because a con­
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siderable part of such liabilities arises from secret or unreported operations• 

Similarly, no attempt has been made to separate official and private balances, 

as both serve substantially the same purposes: while the former may be re­

garded entirely both as monetary reserves and working balances, the larger 

part of the latter ar~probably kept as working balances by banks and bUSiness 

firms, and the remainder only is believed to be held by individuals as private 

savings. 

7--In view of the confidentia.;J. or secret nature of the figures, it 

Will be necessary to arrange the statistical grouping in such a way as not to 

disclose embarassing or, premature information on any particular country or 

monetary area. As the source of ,the figures may attach to them undue Signifi ­

cance, it will be of great importance to define clearly their purposes and 

limitations to prevent their use in any improper Ways. 

8--The figUres of gold contributed by. members, and their quotas in 

. the International Monetary.Fund, have also ·been tabulated, as they represent 

marginal reserves available tp fo~eign countries for making payments of a cur­

rent nature. 

:?28728 
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