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Ik he"b de eer Uwer E x c e l l e n t i e h i e r b i j aan t e 
b i e d e n het memorandum i n z a k e het Europese d e f i c i t 
van Nederland i n het f i s c a l e j a a r 1950/51, dat i n 
gevolge het opgelegde t i j d s c h e m a van de E.C.A. op 
19 J u n i j . 1 . aan de ECA-Missie t e Den Haag werd 

B i j l , I . aangeboden. 
B i t memorandum kwam t o t stand door o v e r l e g t u s 

sen het M i n i s t e r i e van F i n a n c i e n , het D i r e c t o r a a t -
G e n e r a a l van de BEB en het Bureau van de R e g e r i n g s 
commissaris voor het E.H.P. 

In de v e r g a d e r i n g van Uw Raad op 20 J u n i werd 
b e s l o t e n , dat i n de daaraanvolgende v e r g a d e r i n g een 
d i s c u s s i e zou p l a a t s v i n d e n over de s i t u a t i e van Ne
d e r l a n d i n het E.P.U. 

B i j de r i c h t l i j n e n , welke door de E.C.A. werden 
B i j l . I I g e s t e l d voor het v e r v a a r d i g e n van d i t memorandum 

werd u i t d r u k k e l i j k g e s t e l d , dat het n i e t i n de be
d o e l i n g van ECA l a g z e l f s voor de s t r u c t u r e l e de
b i t e u r e n een r e g e l i n g t e t r e f f e n , w a a r b i j het Europese 
d e f i c i t bepalend zou z i j n voor het v a s t s t e l l e n van 
de z.g. " i n i t i a l a i d " . 

De o p v a t t i n g van E.C.A. i s , dat het s t e l s e l van 
de E fP.U. i m p l i c e e r t , dat d e b i t e u r e n i n het i n t e r -
Europees v e r k e e r g e b r u i k moeten maken van de c r e d i e t -
f a o i l i t e i t e n , welke onder de E.P.U. worden geschapen. 
Het i s d u i d e l i j k , dat het gebruikmaken van de e r e -
dietmarge voor de d e b i t e u r e n een o f f e r b e t e k e n t , 
a a n g e z i e n h i e r d o o r hun s c h u l d e n l a s t wordt v e r g r o o t 
en e v e n t u e e l i n een v e r d e r s t a d i u m de goudreserves 
kunnen worden a a n g e t a s t . De E.C.A. i s e c h t e r van 
o o r d e e l , dat d i t o f f e r a l s n o o d z a k e l i j k wordt be
schouwd omdat a l l e e n l a n g s d i e weg verwacht kan wor
den, dat de d e b i t e u r - l a n d e n een p o l i t i e k z u l l e n 
v o e r e n s t r e k k e n d e t o t v e r m i n d e r i n g o f e l i m i n e r i n g 
van het d e f i c i t . 

Hoe z e e r dus ook het argument, dat i e d e r e ge
b r u i k m a k i n g van de e r e d i e t m a r g e de s c h u l d e n l a s t 
van N e d e r l a n d v e r z w a a r t , j u i s t i s , het gaat tegen 
het gehele p r i n c i p e van E.P.U. i n wanneer een l a n d 
zou c l a i m e n , dat het b e h a l v e de d i r e c t e h u l p en de 
c r e d i e t f a c i l i t c i t e n van E.P.U. ook nog v r i j w e l het 
gehele Europese d e f i c i t a l s " i n i t i a l a i d " wenst 
te ontvangen. 

Onder de hypothese van c o n s o l i d a t i e van 
" e x i s t i n g b a l a n c e s " over een p e r i o d e van 2 j a a r en 
een a c c e p t a t i e van het b i l a t e r a l e arrangement met 
D u i t s l a n d werd het Europese d e f i c i t v a n Nederland 
i n de E.P.U. i n b i j g a a n d memorandum bcr'ckond op 
' 123 m i l l i o c n . 
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Op grond hiervan werd de dezerzijds zeer hoog 
geachte i n i t i a l a i d van $ 90 m i l l i o e n gevraagd onder 
de argumentering, dat d i t zou impliceren, dat Neder
land i n het eerste jaar van de E.P.U. reeds i n aan
z i e n l i j k e mate op de goudvrije swing i n de c r e d i o t -
marge zou moeten trekken. 

De s c h a t t i n g van het Europese d e f i c i t i n " b i j 
gaand memorandum i s naar onze mening conservatief. 
Een hogere s c h a t t i n g zou het doorslaggevende nadeel 
hebben, dat i n v e r g e l i j k i n g met het vorige f i s c a l e 
j a a r ieder p e r s p e c t i e f u i t de Nederlandse b e t a l i n g s 
balans zou z i j n verdwenen. De i n v e r g e l i j k i n g met de 
ramingen opvallend gunstige r e s u l t a t e n van het af
gelopen jaar z i j n zowel u i t de Deviezcnnota a l s 
u i t het j a a r v e r s l a g van de Nederlandse Bank publiek 
bekend. 

Omtrent de beide v e r o n d e r s t e l l i n g e n over de 
c o n s o l i d a t i e en het accepteren van het Duitse arran
gement staat op d i t moment nog n i e t s vast. Mochten 
één of "beide v e r o n d e r s t e l l i n g e n te o p t i m i s t i s c h b l i j k e n , 
dan kan d i t i n de volgende besprekingen over het 
memorandum kracht "bijzetten aan het verzoek om een 
i n i t i a l a i d van r e l a t i e f grote omvang. Het leek i n 
de onderhandelingen j u i s t e r om een eventuele u i t 
spraak over de onmogelijkheid van Nederland om de 
l i b e r a l i s a t i e - m a a t r e g e l e n te handhaven of verder 
door te voeren, te bewaren totdat de eerste r e a c t i e s 
op het memorandum van Amerikaanse z i j d e z i j n gegeven. 

In de thans te voeren besprekingen z a l zeker 
k r a c h t i g naar voren moeten worden gebracht, dat iedere 
t r e k k i n g op de credictmarge, welke Nederland i n de 
E.P.U. t e r beschikking s t a a t , een e r n s t i g o f f e r be
tekent, 2 ' G z i c n de zware sc h u l d e n l a s t , waaronder Ne
derland reeds gebukt gaat. 

Het l i g t i n do bedoeling, dat Uwe E x c e l l e n t i e 
voor de E..E.A. van a.s. Dinsdag ook een nota z a l 
bereiken over andere aspecten van de Nederlandse po
s i t i e i n de EPU. 

De Wnd .-Regeringscommissaris 
voor deze 

De D i r e c t e u r van het Bureau 
voor het EuroDqse H e r s t e l Programma 
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The, j l e j i i e r I and i n t ra-Buropean pay me nt s g|Q s i t i o n • 

O.S.K. liac requested to give a f o r e c a s t of the Europ&f^ 
payments p o s i t i o n w i t h the p a r t i c i p a t i n g c&untrigM-'%^-'%^^^>l. 

Given the f a c t t h a t the l i b e r a l i z a t i o n has been c a r r i e d 
through to a c o n s i d e r a b l e e x t e n t , i t i s i m p r a c t i c a b l e to 
give a r a t h e r exact p r o g n o s i s , i n c o n t r a s t to previous years 
when exports and imports were c o n t r o l l e d by quota systems. 
Therefore the prognosis had to be l i m i t e d to an estimate of 
the o v e r a l l balance the break down of which was estimated 
f o r the most important areas o n l y , ks a matter of f a c t these 
break down f i g u r e s may interchange as a r e s u l t of switches* 
3 x p e c t a t i o n s f o r 1950/ 51 sre as f o l l o w s : 
( u n i t : one m i l l i o n d o l l a r ) 

Balanc e 0 ontr ac t u a l 
c u r r e n t o b l i c a t i o n s 
account on c a p i t a l 
( t r ad e and account 
i n v i s i b l e s ) 

a) S t e r l i n g area + 1 4 - 7 
b) Belgium - 118 - 19 
c) Germany - 2 6 — 
d) Other p a r t i c i p a t i n g 

c o i i n t r i e a + 13 - 14 
- 117 - 40 
- 40 
- 157 

mi--. Lie above f i g u r e s do not i n c l u d e the e x i s t i n g balances 
per J u l y 1 s t , 1950, as the manner of c o n s o l i d a t i n g these 
balances has not y e t been determined. These balances are: 
( U n i t : one m i l l i o n d o l l a r ) 

Whan t a x i n g When no a, 
i n t e account t a x i n g i n t o 

J - ' the amre e men t acc o un"G uiie 
w i t h Germany 1 ) agreement 

w i t h Ger
many ?) 

S t e r l i n g area { ~ ¿4 c - ¿4 
- 40 . - 40 

Germany -g^vv, / v + 41 (87-45) . * 37 
Other p a r t i c i p a t i n g 

c o u n t r i e s < — 
T o t a l b a l a n c e . _ m + ?2 

Note ') I n accordance w i t h s b i l a t e r a l agreement v/i-feh. Oaymany 

separate a^ooni t o £ 
chases i n 1950/51• 



o 

If: l ) the e x i s t i n g balances w i l l be c o n s o l i d a t e d w i t h i n 
2 y e a r s and 

2) the " b i l a t e r a l agreement w i t h Germany i s taken i n t o 
account 

the estimated o v e r a l l d e f i c i t f o r 1350, 51 of , 157 w i l l be 
reduced by i 34 to , 125• 

The amount of 34 has been c a l c u l a t e d as f o l l o w s : 
decrease by , 46 on account of the b i l a t e r a l agreement w i t h 
Germany; 
inc r e a s e by ,', 12 ( h a l f of the e x i s t i n g balance of minus 23) 
Net decrease: s 34« 

Should the b i l a t e r a l agreement w i t h Germany prove not to 
be c o n s i s t e n t w i t h the Z'^P.U. , the e x i s t i n g balances per 
J u l y 1 s t , 1950 would not be - :. 23 but + .. 23, and the e s t i m 
ated d e f i c i t f o r 1950/51 would have to be reduced by about 
; 12 to ( 145« ^ — 

The f i g u r e , 12 r e p r e s e n t s h a l f of the e x i s t i n g balance 
of -f ,. 23 • 

e x p l a n a t i o n of the expected s u r p l u s e s and d e f i c i t s i n the 
balance o f payments 1950/51. 

The 1950/51 programme submitted! i n P a r i s i n December 
134 9 showed a balance w i t h p a r t i c i p a t i n g c o u n t r i e s of + 
,. 11 y c a l c u l a t e d on the b a s i s of d i r e c t a i d amounting to 

balance w i t h p a r t i c i p a t i n g S t e r l i n g area 
(U.K. and D.O.T.) 4- ... 84 
balance w i t h o t h e r p a r t i c i p a t i n g c o u n t r i e s 
( . 15 o f which t o be p a i d i n S t e r l i n g ) - 75 

The other S t e r l i n g - t r a n s a c t i o n s at the time had been estim
ated to bejlj; 
^ - t r a n s a c t i o n s w i t h p a r t i c i p a t i n g c o u n t r i e s 
( e x c l u d i n g TJ.Z. and D.O.T) - ;"• 15 
^ - t r a n s a c t i o n s w i t h "Western Hemisphere - , 34 
- - t r a n s a c t i o n s w i t h the lion P a r t i c i p a t i n g 
S t e r l i n g a r e a - 35 

8 4 

The above shows t h a t i n .December 1949 an e q u i l i b r i u m was 
expected i n .".-transactions, as c o n s i d e r e d from the ourrency-
and not f r o m the g e o g r a p h i c a l area angle,whereas the 
t r a n s a c t i o n s w i t h the P a r t i c i p a t i n g and N o n - P a r t i c i p a t i n g 
S t e r l i n g area were estimated to r e s u l t i n a s u r a l u s of + 
. 84 - :. 55 rr + .. 49* 

"Then c a l c u l a t i n g the balance of the P a r t i c i p a t i n g S t e r 
l i n g area as * ] 34 ^nd the balance of the other P a r t i c i p a t i n g 
Countries as - =. 73 i n the programme submitted i n December 
1949 the s t a r t i n g p o i n t hacf bc-Cn a l i b e r a l i s a t i o n percentage 
which was lower than the present "ocrcentage • 



Furthermore the consequences of l i b e r a l i z a t i o n have beer 
found to be much more onesided than had been expected at the 
time, f a k i n g i n t o c o n s i d e r a t i o n the probable cut i n d i r e c t 
a i d , these f a c t o r s w i l l not f a i l to e x e r c i s e t h e i r i n f l u e n c e 
upon the Netherlands p o s i t i o n with the other Participating 
Countries i n 1950/51* 
Re a: The ^ - e a r n i n g capacity i n the P a r t i c i p a t i n g S t e r l i n g 

area has been reduced by the above mentioned f a c t o r s 
and i s now estimated to be + , 75. On the other hand 
ci-payments are not expected to re c u r i n r e l a t i o n v/ith 
other P a r t i c i p a t i n g C ountries under the system of the 
3.P.U., but they w i l l c e r t a i n l y recur i n the current 
payments with the N o n - P a r t i c i p a t i n g S t e r l i n g area, the 
Y/estern Hemisphere and a l s o o t h e r N o n ~ P a r t i c i p a t i n g 
C o u n t r i e s . The S t e r l i n g p o s i t i o n w i l l then be expected 
to be as f o l l o w s : 
Balance of r e c e i p t s and payments w i t h the 
P a r t i c i p a t i n g S t e r l i n g area 4 v 76 2) 
.Balance of r e c e i p t s and payments with the 
N o n - P a r t i c i p a t i n g S t e r l i n g a r e a , the 
Western Hemisphere and other Non-
Part i c i ID a t i n s C o u n t r i e s - a 69 

+ 0 7 
2) Note: i n c l u d i n g c a p i t a l account. 

Eg b: A. p r o g n o s i s on the development of the monetary account 
w i t h Belgium has become e x Eedingly d i f f i c u l t s i n c e the 
l i b e r a l i s a t i o n . The above f a c t o r s appear to make t h e i r 
i n f l u e n c e f e l t p a r t i c u l a r l y w i t h regard to Belgium. 
The l i b e r a l i z a t i o n percentage v i s - a - v i s Belgium i s 
c o n s i d e r a b l y h i g h e r than the percentage v i s - * - v i s the 
other P a r t i c i p a t i n g Countries,whereas the market i n 
the N e t h e r l a n d s has not yet been s a t u r a t e d i n c e r t a i n 
s e c t i o n s i n c o n t r a s t t o a. s a t u r a t e d Belgium market. 
In a r e l a t i v e sense the B e l g i a n market t h e r e f o r e has 
o f f e r e d p r a c t i c a l l y no a d d i t i o n a l p o s s i b i l i t i e s as y e t 
to the":-^^^«i^#$,S^^^;-Hietfe#riand.s export s. Only a f t er the 
p r o s p e c t i v e c o o r d i n a t i o n of the Netherlands and B e l g i a n 
. g r i c u l t , the • s e c t i o n may be expected 

to o f f e r p e r s p e c t i v e s to N e t h e r l a n d s e x p o r t s . 
The consequences of l i b e r a l i z a t i o n i n the trade v/ith 
Belgium have proved to be much more f a r - r e a c h i n g than 
had f i r s t been a n t i c i p a t e d . The d e f i c i t of the f i r s t 
f o u r months of 1950 amounting to about 30 m i l l i o n d o l l a r 
can not be taken as a b a s i s f o r c a l c u l a t i n g an annual 
d e f i c i t , g i v e n the f a c t t h a t s e a s o n a l i n f l u e n c e s play 
an important p-:rt i n the f i r s t f o u r months of every year 
and t a k i n g i n t o account the c o n s i d e r a b l e pressure on the 
balance of payments, r e s u l t i n g from the b a c k l o g demand 
i n the N e t h e r l a n d s , which i s of a d e c l i n i n g n a t u r e • 
In s p i t e of the f a c t t f t ^ t " ^ ^ ^ ^ . ^ ^ ^ t e i f ^ f c 
months o f 1950 i s not symptomatic, i t shows the heavy 
s t r a i n on the Netherlands balance of payments caused 
by l i b e r a l i z a t i o n . 
I n view of these f a c t o r s the d e f i c i t on the c u r r e n t 
account of the 1950/51 balance of payments may be 
est i m a t e d t o amount to about 118 m i l l i o n . 



When adding t o t h i s f i g u r e tlie d e f i c i t on c a p i t a l account 
the t o t a l d e f i c i t would be about : 137 B i l l i o n * When 
comparing t h i s d e f i c i t w i t h the 1949/50 d e f i c i t v;hich 
w i l l amount to about , 152 m i l l i o n , an idprovesient i n 
the p o s i t i o n w i t h Belgium, appears to he expected no-
w i t h s t a n d i n g the great progress i n l i b e r a l i z a t i o n . 

Re c: 4 d e f i c i t of about 26 m i l l i o n i s to be expected w i t h 
Germany i n 1950/51, due to a great e x t e n s i o n of the 
l i b e r a l i z a t i o n of imports tTom Germany,reBurning 
t o u r i s t - t r a f f i c to Germany and the r e c e n t l y imposed 
r e s t r i c t i o n s on the t r a n s i t - t r a d e to Germany. 
T h i s i s a l l the more probable as Hetherlands exports 
cf consumer-goods are as a r u l e paid f o r immediately, 
whereas Netherlands purchases of German c a p i t a l goods 
w i l l a f f e c t the balance of payments i n a l a t e r stage. 

lie jdU ^n e q u i l i b r i u m w i l l be expected to e x i s t w i t h the other 
c o u n t r i e s . 
Whereas an e q u i l i b r i u m w i l l be l i k e l y t o e x i s t w i t h 
Sweden,surpluses may be expected i n the balances of 
payments w i t h llorway and Denmark, 
The balance of payments w i t h f'ranoe i s developing from 
an e q u i l i b r i u m i n t o a r e l a t i v e l y s m a l l d e f i c i t , w h e r e a s 
the balances w i t h the remaining c o u n t r i e s w i l l probably 
show a s u r p l u s . 
k prognosis f o r the balance of payments w i t h S w i t z e r l a n d 
i s h a r d l y t o make on account of the s p e c i a l nature of 
the goods to be imported from that country. N e v e r t h e l e s s 
i t i s t a k e n i n t o account t h a t the p o s i t i o n w i t h S w i t z e r 
land w i l l a l t e r from an a r t i f i c i a l e q u i l i b r i u m i n t o a 
d e f i c i t . 
rissuming t hat a f t e r the e s t a b l i s h m e n t of the "E... .U. 
f u r t h e r l i b e r a l i z a t i o n w i l l be c a r r i e d through, i t i s 
# l f S i e i 3-i^ely $however, t h a t an o v e r a l l s u r p l u s on the 
c u r r e n t account of about 13 m i l l i o n can be achieved 
fhe d e f i c i t on the e r g i t a l account w i t h t i 
w i l l be about 14 m i l l i o n , so t h a t the o v e r a l l b;lance 
w i l l show .:. d e f i c i t of about 1 m i l l i o n . 

Whe n t ak i n g i n t o a ceo ajgftj "'.̂ fife* - also ve e s t i m a t e s , a d e f i c i t 
w i t h the d o l l a r area of . 175 mil.Lion and a s u r l u s w i t h the 
r e s t of the w o r l d 5 m i l l i o n , the t o t a l balance of payments 
w i l l g i v e the following p i c t u r e : 
D o l l a r area ÉsÈt ( - 175 g l d . - 655 
P a r t i c i p a t i n g C o u n t r i e s • g l d « ~ 600-" 
Other c o u n t r i e s + 5 .'Id. +_ 20 

327 g l d . -1245 
i»— mm 

4f t e r t ak i n g ' lato; iae.COUpfe tlie d e v a l u a t i o n which took 
place i n the meantime, the e s t i m a t e of the gross d e f i c i t on 
the 1949/5C-balance of $$mnt& ainounteö to about Gld.1500 m i Ä 
l i o n , fhe s m a l l e r d e f i c i t ' o f G ld. 1000 m i l l i o n f o r the c a l e n d a r 
year 1949, as shown by the r e a l i z a t i o n f i g u r e s , has been ï > 
vourably i n f l u e n c e d by a number of e x c e p t i o n a l f a c t o r s in the sœad. 



h a l f of 1949? which can not be reckoned w i t h when making the 
estimate f o r 1950/51? p a r t l y as these f a c t o r s are a b s o l u t e l y 
u n c e r t a i n , p a r t l y as they are c e r t a i n not to r e c u r , 
These f a c t o r s are « 
a) the drought i n 1949 i n Western Europe, which e n t a i l e d e x t r a 

e x p o r t - p o s s i b i l i t i e s i n the Netherlands a g r i c u l t u r a l section 
b) temporary onesided l i b e r a l i z a t i o n of. the Netherlands im

p o r t s i n t o Western Germany; 
c) the improvement i n the t r a d e e.nd payments w i t h I n d o n e s i a 9 

which cannot be expected to continue\ 
d) i n the l a s t q u a r t e r of 1943 the c u r r e n t account of the 

balance of payments w i t h the p a r t i c i p a t i n g c o u n t r i e s showed 
a s u r p l u s , an abnormal phenomenon, which can be e x p l a i n e d 
by the f a c t t h a t the buyers i n t h i s country i n view of 
d e v a l u a t i o n ? have been a b i d i n g the development of p r i c e s 
on the worldmarket, i n the meantime e a t i n g i n t o t h e i r 
s t o c k s . 

She f a v o u r a b l e i n f l u e n c e of these f a c t o r s i s estimated to 
amount to Gld« 50C to 400 m i l l i o n :nd e l i m i n a t i o n of these 
f a c t o r s would b r i n g the 1949 d e f i c i t up to about &!&• 1550 
m i l l i o n * Ihe 1950/51 estimate of GlcL 1245 m i l l i o n , t h e r e f o r e 0 

e s s e n t i a l l y means an improvement of about G-ld. 100 m i l l i o n as 
a g a i n s t 1949« 

Taking a d e f i c i t i n the 3.P.U. of & 123 m i l l i o n as a s t a r t i n g 
p o i n t , thus presuming t h a t 
a) the e x i s t i n g balances w i l l be c o n s o l i d a t e d w i t h i n two years 
b) the b i l a t e r a l agreement w i t h Germany w i l l m a t e r i a l i s e 5 
i t seems re a s o n a b l e to suggest to 0«S*m to c o n s i d e r an amount 
of IQ m i l l i o n to cove; the i n i t i a l p o s i t i o n , h a v i n g r e g a r d 
to the f a c t t h a t t h i s d e f i c i t w i l l r e s u l t from 1 

1) the l i b e r a l i z a t i o n of trades 
2) the i n c r e a s e d s t r a i n on the balance of payments w i t h the 

p a r t i c i p a t i n g c o u n t r i e s consequent upon a c o n s i d e r a b l e cut 
i n the d i r e c t a i d . 

I f an i n i t i a l p o s i t i o n of i 90 m i l l i o n should be g r a n t e d , 
about h a l f of the c r e d i t margin not r e q u i r i n g s e t t l e m e n t i n 
g o l d or d o l l a r s would be exhausted i n the f i r s t y ear, 
-jxhausting a much l a r g e r p o r t i o n of the E.P.u.--credit margin 
i n ftie f i r s t y e a r , would i n the o p i n i o n of the N e t h e r l a n d s 
Government; e n t a i l c e r t a i n r i s k s ; not o n l y because the ad -
vantage of the German agreement would no l o n g e r e x i s t i n 
1951/52, but a l s o because the N e t h e r l a n d s hard c u r r e n c y re -
serves have to be p r e s e r v e d as much as p o s s i b l e , e s p e c i a l l y 
i n view of the f a c t t h a t a f t e r June 1952 no more M a r s h a l l - a i d 
w i l l be f o r t h c o m i n g . Such r e s e r v e s are i n d i s p e n s a b l e to cover 
the o b l i g a t i o n s on the c a p i t a l account and p o s s i b l y a l s o a 
d e f i c i t on the c u r r e n t account i n l a t e r y e a r s . 
Ihe N e t h e r l a n d s Government, however, c o n s i d e r i t to be pose.ibl 
t h a t the b i l a t e r a l agreement w i t h Germany w i l l not be con
s i s t e n t w i t h the system of the ^.J?.U. Consequently c a l c u l a t i o n 
s hould a l s o be based upon a c o n s o l i d a t i o n of the e n t i r e German 
balance p ;,r J u l y 1 s t , 1950, w i t h i n two y e a r s . : I h i s would mean 



t h a t the d e f i c i t i n the E.P.U. v/ould not be £ 123 n i l l i o n but 
y 145 m i l l i o n . 
Should an i n i t i a l p o s i t i o n of $ 90 m i l l i o n bo granted, the 
_ o r t i o n of the c r e d i t margin not r e q u i r i n g settlement i n gold 
or d o l l a r s would p r a c t i c a l l y be exhausted e n t i r e l y i n 
f i r s t year 

o 
the 

i n view of the above the- Netherlands Government , t h e r e f o r e 
applies f o r an a l l o c a t i o n of s> 90 m i l l lea to cover t h e i r 
i n i t i a l p o s i t i o n i n the E.P.U. 

Regarding the p r o s p e c t s f o r 1950/51 and l a t e r years the 
f o l l o w i n g o b s e r v a t i o n s must be made. Should l i b e r a l i z a t i o n 
be a p p l i e d i n t e g r a l l y by the other 2uropean c o u n t r i e s a f t e r • 
the e s t a b l i s h m e n t of the 1*P#U., p. g r a d u a l improvement may be 
expected to occur i n the Netherlands p o s i t i o n , , The s t r a i n 
on the c a p i t a l account e x e r t e d by c o n t r a c t u a l engagements w i t h 
the P a r t i c i p a t i n g C o u n t r i e s w i l l then f o r the g r e a t e r p a r t 
have disappeared. B e s i d e s , the c o n s i d e r a b l e d i s e q u i l i b r i u m 
i n the balance of payments w i t h Belgium, occasioned by the h i g h 
de.r^e of l i b e r e l i z a t i o n i n the t r a d e w i t h t h i s country ~ 
which i s necessary w i t h a view to the r e a l i z a / t i o n of the 
„'.nclux - ' w i l l be reduced to more normal p r o p o r t i o n s , I l o r e -
over the f i g u r e s r e l a t i n g to the monetary developments end 
the g r a d u a l r e c e s s i o n i n consumption a l s o i n d i c a t e a s i m i l a r 
improvement i n the N e t h e r l a n d s Ion,;; term p o s i t i o n * 

I f moreover a l s o the balance of payments w i t h the other 
p a r t i c i p a t i n g c o u n t r i e s should g r a d u a l l y be showing an i n 
c r e a s i n g s u r p l u s , the assumption appears to be warranted 
t h a t toward the ma of the P..P L . P .-aid the Netherlands d e f i c i t 
i n the o v e r a l l x,uro._:ean b e l ".nee of payments w i l l have de
creased c o n s i d e r a b l y , 
Por 1951/52, however, z c o n s i d e r a b l e d e f i c i t w i l l s t i l l have 
to be reckoned w i t h . 



MEMORANDUM OP THE E.C.A. 

INTRODUCTION. 
1. Since the b e g i n n i n g of the d i s c u s s i o n s on a European 
Payments Union i t has been r e c o g n i z e d t h a t c e r t a i n d e f i c i t s 
of p a r t i c i p a t i n g c o u n t r i e s would be e l i g i b l e f o r s p e c i a l 
f i n a n c i n g a f t e r the e s t a b l i s h m e n t of the Payments Union. The 
Second Report of the O.E.E.C. r e f e r r e d t o d e f i c i t s which 
might be c a l l e d " s t r u c t u r a l 1 1 or " e x c e p t i o n a l " whose f i n a n 
c i n g would be d i s t i n c t from the o r d i n a r y c r e d i t f a c i l i t i e s 
of the E.P.U., a l t h o u g h probably a d m i n i s t e r e d w i t h i n the 
E.P.U., and whose d e t e r m i n a t i o n would be an E.C.A. respons
i b i l i t y . The r e c e n t very encouraging p r o g r e s s toward f i n a l 
agreement on the Payments Union makes i t a d v i s a b l e to proceed 
at once t o the d e t e r m i n a t i o n nf such e l i g i b i l i t y f o r s p e c i a l 
f i n a n c i n g . 

2. The term " s t r u c t u r a l " has f r e q u e n t l y been used i n 
r e f e r e n c e to the d e f i c i t s i n q u e s t i o n ; the terms " e x c e p t i o n a l " 
and "permanent" have a l s o been o c c a s i o n a l l y used. Each of 
these terms i s capable of s e v e r a l i n t e r p r e t a t i o n s ; f u r t h e r 
more, i t has not h e r e t o f o r e been made c l e a r whether a l l or 
only some p a r t of such d e f i c i t s as might be c o n s i d e r e d 
" s t r u c t u r a l " would be covered by s p e c i a l f i n a n c i n g . I n view 
of the a m b i g u i t y of the terms " s t r u c t u r a l " and " e x c e p t i o n a l " 
and the u n s u i t a b i l i t y o f the term "permanent", we s h a l l 
h e n c e f o r t h r e f e r to the o p e r a t i o n s f a l l i n g under t h i s g e n e r a l 
heading as the e s t a b l i s h m e n t of i n i t i a l p o s i t i o n s v i s - a - v i s 
the E.P.U. 

3. A l t h o u g h the e x a c t method o f a c c o u n t i n g f o r such 
i n i t i a l p o s i t i o n s i s not y e t f i n a l l y d e t e r m i n e d , they w i l l 
i n g e n e r a l t a k e the form of c r e d i t s t o the accounts of c e r t a i n 
p a r t i c i p a t i n g c o u n t r i e s w i t h the E.P.U. which may be used to 
s e t t l e net d e f i c i t s w i t h the E.P-rU. w i t h o u t g o l d s e t t l e m e n t 
or repayment o b l i g a t i o n s . 
4. The s p e c i a l f i n a n c i n g of s u r p l u s e s w i l l be the s u b j e c t 
of separate d i s c u s s i o n w i t h the c o u n t r i e s concerned* 
C-eneral C o n s i d e r a t i o n s . 

5. As a framework f o r c o n s i d e r i n g the e l i g i b i l i t y of a 
country f o r an i n i t i a l p o s i t i o n i n i t s f a v o r v i s - a - v i s the 
H.P.U., the f o l l o w i n g c o n s i d e r a t i o n s s h o u l d be kept i n mind. 

6. An i n i t i a l p o s i t i o n i n f a v o r of a p a r t i c i p a t i n g country 
r e p r e s e n t s i n t r a - E u r o p e a n a i d on a g r a n t b a s i s . I t must 
t h e r e f o r e be j u s t i f i e d by s p e c i a l f a c t o r s i n the economic 
p o s i t i o n of the c o u n t r y d u r i n g the t r a n s i t i o n a l p e r i o d of 
post-war r e c o v e r y and must be r e l a t e d to a program f o r the 
e l i m i n a t i o n o f the need f o r e x t r a o r d i n a r y o u t s i d e a s s i s t a n c e 
by o r b e f o r e the end o f the E.R.P. p e r i o d . 



7 . I t i s not the i n t e n t i o n of the B.C.A. to arrange 
s p e c i a l f i n a n c i n g v i a I n i t i a l p o s i t i o n s f o r a l l forecast 
intra-European d e f i c i t s . The ordinary c r e d i t f a c i l i t i e s of 
the E.P.U. are themselves expected to provide a large measure 
of f l e x i b i l i t y i n the payments p o s i t i o n s of i t s members; and 
i t i S Goo e n t i a l to recognize the c r e d i t s provided by the 
E.P.U., accompanied by gold payments on the schedules to be 
agreed, as the normal method f o r f i n a n c i n g the d e f i c i t s which 
occur. Thus, while the development of an estimate of a count
ry's intra-European payments p o s i t i o n i s a necessary part of 
the a n a l y s i s of that country's e l i g i b i l i t y , the establishment 
of an I n i t i a l p o s i t i o n must r e s t on something more than a 
forec a s t d e f i c i t . 
8 . Just as the i n i t i a l p o s i t i o n s are not designed to 
replace the f a c i l i t i e s of the E.P.U., they are s i m i l a r l y not 
designed to postpone or ohiate stops towards economic r e 
adjustment which may be essentia? to the ultimate balancing 
"of a country's payments. 
9. I t i s important to recognize that the complete i n t r a -
European t r a n s f e r a b i l i t y of a l l intra-European earnings and 
of E.P.U. c r e d i t s w i l l a l l e v i a t e many of the most i n t r a c t a b l e 
payments problems which have giv e n ri3e to drawing r i g h t s 
under the present or post Intra-European Payments Agreements. 
Those drawing r i g h t s have l a r g e l y been designed to cover par
t i c u l a r b i l a t e r a l payments d e f i c i t s . Any prospective d e f i c i t 
whose f i n a n c i n g through an i n i t i a l p o s i t i o n i s under consider
a t i o n must consequently be an o v e r a l l d e f i c i t i n Europe. 
10. In view of the foregoing c o n s i d e r a t i o n s i t w i l l be 
cl e a r that there i 3 no necessary r e l a t i o n s h i p between the 
i n i t i a l p o s i t i o n s e s t a b l i s h e d i n favour of c e r t a i n c o u n t r i e s 
and the drawing r i g h t s which have been e s t a b l i s h e d i n the past. 
The f a c t that a country has received drawing r i g h t s during 
the la3t two years would not i n i t s e l f j u s t i f y the e s t a b l i s h 
ment of an i n i t i a l p o s i t i o n w i t h E.P.U. At the same time, i t 
i s c l e a r that a country r e c e i v i n g an i n i t i a l p o s i t i o n i n i t s 
favour with E.P.U. should snow s u b s t a n t i a l progress toward 
e q u i l i b r i u m by comparison w i t h the previous years# 
PROCZLVJ iZ FOB Dgg S B A T I O . Og INITIAL POSITIONS. 
11. "Tith governments that f e e l there are s p e c i a l f a c t o 
t h e i r intra-European payments which, i n vie 1// of the c o n s l 
a t i o n s o u t l i n e d above, would j u s t i f y i n i t i a l p o s i t i o n s i n 
favour, the O.S.R. w i l l hold i n d i v i d u a l d i s c u s s i o n s i n Pa 
during the few days beginning 22nd June. As a ba s i s f o r t 
disc u s s i o n s the O.S.R. would wish to r e c e i v e , from the do 
a t i o n of each such government, a memorandum by 19th June. 
12. The memorandum should i n c l u d e : 

a) an estimate of the country 1.~ intra-European pay 
f a s h i o n , f o r the f o l l o w i n g year, t a k i n g i n t o ac 

- a n t i c i p a t e d -

rs i n 
t h e i r 



a n t i c i p a t e d trade l i b e r a l i s a t i o n as w e l l as other 
r e l e v a n t f a c t o r s . This estimate should be presented 
i n the context of a conti n u i n g development" toward 
independence of outside a i d by 1952 and should i n 
d i c a t e the p a r t i c u l a r elements whose improvement 
by 1952 w i l l lead to o v e r a l l balance. 

b) s p e c i a l elements which r e f l e c t p a r t i c u l a r government 
programmes; 

c) p a r t i c u l a r elements of u n c e r t a i n t y i n payments or 
r e c e i p t s ; 

d) the s t r u c t u r e of intra—European debts owed by or 
owed to the country 9 p a r t i c u l a r l y the debts that 
have not been c o n s o l i d a t e d . 

13• F i n a l l y ? the memorandum should state the s i z e of the 
i n i t i a l po s i t i o n that the government wishe s the E.C.k. to 
consider ? and should set f o r t h e x p l i c i t l y those f a c t o r s t h a t , 
i n the 3udgement 0 f the government, may make the coantry e l 
i g i b l e to r e c e i v e intra-European a i d on a grant b a s i s a f t e r 
the i n s t i t u t i o n of the European Payments Union* 

14. The E.G.A. Missions may, i n the course of t h e i r 
c o n s u l t a t i o n w i t h the governments, suggest a d d i t i o n a l p o i n t s 
r e l e v a n t to the memoranda of p a r t i c u l a r c o u n t r i e s . 
15. At the time of the i n d i v i d u a l d i s c u s s i o n w i t h a country 
d e l e g a t i o n the corre spending E.G.A. M i s s i o n w i l l be represent
ed i n P a r i s to take p a r t . I t i s hoped t h a t the memorandum to 
be submitted to 0.S.R. by 19th June w i l l be prepared i n close 
c o n s u l t a t i o n w i t h the E.G. A.Mission; the O.S.R. w i l l r e l y 
h e a v i l i y on the M i s s i o n f o r t e c h n i c a l a n a l y s i s and recommen
d a t i o n . In p a r t i c u l a r j any p a r t s of the memorandum which 
r e q u i r e d e t a i l e d a n a l y s i s should be d i s c u s s e d s u f f i c i e n t l y 
w i t h the M i s s i o n to avoid time-consuming examination of 
d e t a i l s i n the P a r i s d i s c u s s i o n . I n any event ? a copy of the-
country's memorandum should be t r a n s m i t t e d to the E.G.A. 
Mi s s i o n by the time of t i s t r a n s m i t t a l to O.S.R* 
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