
STATEMENT BY DR. STIKEER ON THE NETHERLANDS PLA2J OP 
J a l J 7 ^ 1 9 5 0 C o ^ i l Meeting of O.E.E.C. on 

Before we s t a r t our d i s c u s s i o n on the N e t h e r l a n d s 
P l a n of A c t i o n , I would l i k e to ask your permission to 
gi v e from my s i d e some f u r t h e r comment on the proposals 
we have sent about a month ago to a l l the governments 
represented around t h i s t a b l e . 

There are i n my o p i n i o n two reasons which make t h i s 
n e c e s s a r y . 

In the f i r s t p l a c e , as time goes on, circumstances 
may change w i t h i t , and even a lapse of time of one month 
may make i t necessary to r e c o n s i d e r the question whether 
p r o p o s a l s made a month ago have s t i l l t h e i r same 
re l e v a n c e or need to be changed. 

In the second p l a c e we have r e c e i v e d from many 
d e l e g a t i o n s formal or i n f o r m a l r e a c t i o n s and from these 
we have gained the imp r e s s i o n t h a t our o r i g i n a l proposals 
need on some p o i n t s f u r t h e r e l u c i d a t i o n . 

In t h i s connection I would l i k e to s t r e s s that the 
purpose of the Netherland's P l a n of A c t i o n has been to 
g i v e guidance to the many thoughts and schemes which i n 
the course of the years have a r i s e n w i t h i n our Organi­
s a t i o n w i t h regard to the European i n t e g r a t i o n . 

We should be c a r e f u l to avoid t h a t the proposals 
which come before our C o u n c i l are t r e a t e d i n such a way 
t h a t they can only be accepted or r e j e c t e d i n t h e i r 
e n t i r e t y , because t h a t might l e a d to a s i t u a t i o n that 
a s o r t of c o m p e t i t i o n would a r i s e between d i f f e r e n t pro­
j e c t s . I t would be f a r b e t t e r i f we t r i e d to pool the 
d i f f e r e n t i n i t i a t i v e s . In t h i s connection I would l i k e 
to say t h a t I have read w i t h great i n t e r e s t the con­
s t r u c t i v e proposals put forward by our I t a l i a n colleague. 

Before going i n t o the question whether the l a t e s t 
developments a f f e c t i n any way the Netherland's Plan of 
A c t i o n , we must f i r s t of a l l t r y to analyse the impact 
of the youngest developments on the present European 
s i t u a t i o n . 

I am sure that we a l l r e a l i s e , perhaps even more 
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t h a n we d i d e few months ago, t h a t the American . i d f o r the 
n e x t f i s c a l y e a r w i l l be r e d u c e d t o a very c o n s i d e r a b l e 
e x t e n t and t h a t i t w i l l be extremely d i f f i c u l t f o r many 
c o u n t r i e s t o adapt themselves to t h i s d i m i n u t i o n . 

I n the second p l a c e we must take i n t o account the 
i n c r e a s i n g r a t e o f m i l i t a r y e x p e n d i t u r e s . 

And i n the t h i r d p l a c e i t i s c l e a r t h a t the demands 
f o r h i g h e r wages t h r e a t e n i n many c o u n t r i e s the s t a b i l i t y 
o f p r i c e s and wages. 

These t h r e e f a c t o r s are sure to have t h e i r i n f l u e n c e 
on the budget as w e l l as on the balance of payments of 
the p a r t i c i p a t i n g c o u n t r i e s . 

T h i s development might w e l l induce us to take again 
r e c o u r s e t o p u r e l y n a t i o n a l p r o t e c t i v e measures. 
I n my o p i n i o n , however, t h i s development i s a new proof of 
t h e a b s o l u t e n e c e s s i t y t o i n t e g r a t e our economies as soon 
and as f u l l y as p o s s i b l e , i n o r d e r to o b t a i n the most e f ­
f i c i e n t p r o d u c t i o n i n Europe, i n c r e a s e the standard of 
l i v i n g and promote e q u i l i b r i u m w i t h the r e s t of the w o r l d . 

When I l o o k back . on the many achievements of our 
O r g a n i s a t i o n i n the l a s t y e a r , I b e l i e v e t h a t we may con­
c l u d e t h a t we have reached a p o i n t where i t i s of the 
utmost i m p o r t a n c e t h a t we a v o i d t r y i n g to s t i m u l a t e 
European C o - o p e r a t i o n by what perhaps might be c a l l e d 
i n c i d e n t a l measures. 

The f a c t t h a t i n the p a s t we have perhaps i n some 
cases pushed too f a s t , t h a t i n o t h e r cases slogans and 
p u b l i c o p i n i o n made us take d e c i s i o n s which were not i n 
the i n t e r e s t of the whole, has c r e a t e d an atmosphere of 
u n r e s t and u n c e r t a i n t y . 

T h e r e f o r e i t i s n e c e s s a r y t h a t we proceed on the 
b a s i s of a s i m p l e and c l e a r p l a n of a c t i o n , which w i l l 
make i t p o s s i b l e t h a t f o r a c e r t a i n p e r i o d the p a r t i c i ­
p a t i n g c o u n t r i e s know what they are aiming a t . 

T h i s i s the purpose of the Nether land's P l a n of A c t i o n . 
I t t r i e s to i n d i c a t e a d i r e c t i o n i n 
move. I t aims a t c u s h i o n i n g sudden shocks, which our 
economies may not be able to suppor-
our governments to take i n c i d e n t a l d e c i s i o n s , the conse­
quences of which they w i l l s c a r c e l y be able to f o r e s e e . 

which we should p o s s i b l e 
shocks, which our 

•t and which might l e a d 



The N e t h e r l a n d s P l a n o f A c t i o n wants to f a c i l i t a t e 

t h e measures o f l i b e r a l i s a t i o n and wants to c r e a t e a l a r g e r 

E u r o p e a n m a r k e t f o r as many branches of i n d u s t r y as p o s s i b l e . 

I t i s our o p i n i o n t h a t the c r e a t i o n of s u c h a l a r g e 

E u r o p e a n m a r k e t w i l l n o t o n l y have the most f a v o u r a b l e r e ­

s u l t s f a r an e f f i c i e n t p r o d u c t i o n r e s u l t i n g i n a h i g h e r 

s t a n d a r d o f l i v i n g , but a l s o t h a t t h e c r e a t i o n of such :. 

m a r k e t w i l l h e l p t o s o l v e the v i t a l p r o b l e m of the European 

d o l l a r g a p . We a l l know t h a t i f a t the end o f the M a r s h a l l -

a i d we want t o a t t a i n v i a b i l i t y , Europe has t o e x p o r t on a 

much l a r g e r s c a l e t o t h e W e s t e r n Hemisphere and to t h o s e 

c o u n t r i e s w h i c h c a n e x p o r t t o Europe the n e c e s s a r y raw 

m a t e r i a l s . T h i s c a n o n l y be a c h i e v e d i f a l l the p a r t i c i p a ­

t i n g c o u n t r i e s i n c r e a s e t h e i r p r o d u c t i o n , but we are o f 

t h e o p i n i o n t h a t i h i s s h o u l d be a b a l a n c e d c o l l e c t i v e e f f o r t 

and n o t a b a l a n c e d n a t i o n a l e f f o r t . O n l y c o l l e c t i v e l y we 

w i l l be a b l e t o r e a c h our u l t i m a t e a i m . 

B u t when I s p e a k of a c o l l e c t i v e European economic 

e f f o r t I w o u l d l i k e t o make i t q u i t e c l e a r t h a t i n the 

o p i n i o n o f t h e N e t h e r l a n d ' s D e l e g a t i o n t h i s c o l l e c t i v e 

European, e f f o r t i s o n l y a s t e p p i n g s t o n e to w o r l d wide 

l i b e r a l i z e d t r a d e , w h i c h a l o n e can b r i n g back p r o s p e r i t y 

t o a l l our c o u n t r i e s . 

I now l i k e to go i n t o some o f the d e t a i l s o f our 

P l a n of A . c t i o n . 

I t i s c l e a r t h a t t h e f i r s t phase o f t h i s P l a n ( v i z 

t h e r a i s i n g o f t h e g e n e r a l l i b e r a l i s a t i o n p e r c e n t a g e ) w i l l 

o n l y h e l p i n a c h i e v i n g t h e u l t i m a t e a i m , i f a l r e a d y a t the 

moment t h a t t h i s f i r s t phase i s t o be e f f e c t u a t e d , i t i s 

c e r t a i n t h a t t h e p r i n c i p l e s o f the second phase d u r i n g w h i c h 

t h e c o m p l e t i o n o f t h e i n t e g r a t i o n by branches o f i n d u s t r y 

i s t o be b r o u g h t a b o u t , have been a d o p t e d . 

I n t h i s second phase t h e European I n t e g r a t i o n J?und 

w i l l come i n t o o p e r a t i o n . I t i s c e r t a i n l y n o t the i n t e n t i o n 

o f t h e N e t h e r l a n d s P l a n of A c t i o n t h a t the T e c h n i c a l Com­

m i t t e e s f o r the v a r i o u s branches o f i n d u s t r y or the European 

I n t e g r a t i o n Pund w i l l have to occupy themselves permanent ly 

even w i t h t h o s e b r a n c h e s where i t may be n e c e s s a r y to g i v e 

some h e l p . The T e c h n i c a l Committees and the I n t e g r a t i o n 

Fund w i l l b o t h work on an ad hoc b a s i s . T h i s means to say 



t h a t , once the Co u n c i l has taken a d e c i s i o n on the advice of 
the I n t e g r a t i o n Pond and allowances to c e r t a i n countries 
have been made, the aim, v i z . to el i m i n a t e the s p e c i f i c 
o b s t a c l e s f o r complete l i b e r a l i s a t i o n i n a c e r t a i n branch of 
i n d u s t r y , has been achieved. I t also means that new i n v e s t ­
ments contemplated by a country i n a l i b e r a l i s e d branch of 
i n d u s t r y , should be f r e e , and the system of fr e e competition 
should work unhampered. 

I t i s e s s e n t i a l that our e f f o r t s towards complete 
l i b e r a l i s a t i o n are not s t a r t e d only i n one branoh of i n ­
d u s t r y , but simultaneously i n various branches. 

The above described p r i n c i p l e should be the general 
r u l e ; but our procedure should be as f l e x i b l e as p o s s i b l e . 
Therefore the French suggestion of a common l i s t as w e l l as 
the I t a l i a n proposal of a simultaneeus and progressive 
decrease i n t a r i f f s , are as f a r as I can see, compatible 
w i t h the approach of the Netherland's Delegation. 

In the o p i n i o n of the Netherland's Delegation i t w i l l 
be p o s s i b l e to achieve the ul t i m a t e aim c f i n t e g r a t i o n with­
out completely e l i m i n a t i n g t a r i f f s i n a l l f i e l d s . 

Consequently there w i l l be room f o r f i t t i n g i n c e r a t i n 
p r e f e r e n t i a l arrangements that under s p e c i a l circumstances 
ought to be maintained w i t h i n the framework of i n t e g r a t i o n . 

Furthermore the i n d u s t r y by i n d u s t r y approach should 
leave room f o r d i f f e r e n c e s i n procedure and i n the ultimate 
o b j e c t i v e s f o r the d i f f e r e n t i n d u s t r i e s . When I say t h i s 
I t h i n k i n p a r t i c u l a r of the d i s s u s s i o n s which are now 
going on as regards the i n t e g r a t i o n of the coal and s t e e l 
i n d u s t r y , as a consequence of the bold i n i t i a t i v e of my 
French colleague Mr. Schuman, and also of a g r i c u l t u r a l 
p r o d u c t i o n , which by i t s nature requires a s p e c i a l treatment. 

I f I may expend f o r a few minutes on t h i s problem of 
a g r i c u l t u r e , i t should be c l e a r that also here the ultimate 
o b j e c t i v e should be to reach the most e f f i c i e n t production. 
A g r i c u l t u r e should supply the population with the best 
q u a l i t y of i t s products at the lowest p r i c e . The d i f f e r e n t 
measures which have been taken up t i l l now i n the various 
c o u n t r i e s i n the f i t l d of a g r i c u l t u r e , might, however, 
create the danger t h a t i n the eighteen p a r t i c i p a t i n g 



c o u n t r i e s e i g h t e e n d i f f e r e n t forms o f d i r i g i s m w i l l come 
i n t o e x i s t e n c e , F o r a g r i c u l t u r e a l s o the i d e a l s i t u a t i o n 
would be a c o m p l e t e l y f r e e market, but i t i s c l o a r _ t h a t 
i n the a g r i c u l t u r a l f i e l d s p e c i a l and d i f f e r e n t p r o d u c t i o n 
p a t t e r n s have d e v e l o p e d under d i f f e r e n t c i r c u m s t a n c e s . 

f r o m the s p e c i a l , e c o n o m i c and p o l i t i c a l p o i n t of view 
i t i s c l e a r t h a t a g r i c u l t u r e i s v i t a l f o r the eccmomies 
of a l l t h e p a r t i c i p a t i n g c o u n t r i e s , T h e r e f o r e i t w i l l be . 
i m p e r a t i v e t o r e c o n c i l e the most e f f i c i e n t p r o d u c t i o n at 
t h e l o w e s t p r i c e s i n W e s t e r n Europe w i t h the e x i s t i n g a g r i ­
c u l t u r a l s t r u c t u r e s i n the p a r t i c i p a t i n g c o u n t r i e s . 
I am t h e r e f o r e of t h e o p i n i o n t h a t i t would be h e l p f u l 
i f s p e c i a l a t t e n t i o n c o u l d be p a i d t o t h i s e x t r e m e l y 
i m p o r t a n t b r a n c h of our economies. T h i s might perhaps be 
done i n t h e most e f f e c t i v e way by c a l l i n g a c onference 
of the M i n i s t e r s f o r A g r i c u l t u r e of the P a r t i c i p a t i n g 
C o u n t r i e s i n the n e a r f u t u r e . At such a c o n f e r e n c e the 
N e t h e r l a n d s G-overninent would be p r e p a r e d t o t a b l e some 
p r o p o s a l s on t h e l i n e s j u s t m entioned. 

F i n a l l y I would l i k e t o come back t o the f u n c t i o n i n g 
o f t h e I n t e g r a t i o n Fund. Now t h a t the s e t t i n g up of a 
s a t i s f a c t o r y E u r o p e a n Payments U n i o n has become a f a c t , 
i t i s c l e a r t h a t t h e a i d g i v e n by t h e I n t e g r a t i o n f u n d 
and t h e c o n t r i b u t i o n s t o the f u n d , as f a r as they w i l l be 
g i v e n i n E u r o p e a n c u r r e n c i e s , w i l l have t o be channeled 
t h r o u g h E.P.U. 

T h e r e f o r e i n our o p i n i o n i t s h a l l be n e c e s s a r y t h a t 
when d e c i d i n g on the s i z e of the c o n t r i b u t i o n s of the 
p a r t i c i p a t i n g c o u n t r i e s t o the I n t e g r a t i o n Fund, due 
r e g a r d w i l l have t o be g i v e n t o the p o s i t i o n of the p a r ­
t i c i p a t i n g c o u n t r i e s i n E.P.U. I t s h o u l d be a v o i d e d t h a t 
because of the f u n c t i o n i n g of the I n t e g r a t i o n Fund ox -
treme c r e d i t o r o r extreme d e b t o r p o s i t i o n s would a r i s e . 

I do n o t b e l i e v e t h a t t h i s i s the r i g h t moment to 
go d e e p e r i n t o t e c h n i c a l d e t a i l s , I o n l y would l i k e to 
say t h a t as w e l l as r e g a r d s the s i z e of the Fund as the 
monetary i m p l e m e n t a t i o n s we s h o u l d t a k e i n t o c o n s i d e r a t i o n 
the r e l a t i v e a b i l i t y of the v a r i o u s c o u n t r i e s t o bear the 
burdens jL^pliad . 



A n o t h e r q u e s t i o n about which I would l i k e to say a 
few words i s i n how f a r the Pund w i l l have t o d e a l w i t h the 
d i f f e r e n t i n d u s t r i e s themselves or w i t h the governments 
of the c o u n t r i e s where those i n d u s t r i e s are s i t u a t e d . 
I n our o p i n i o n the Pund s h o u l d o n l y g i v e i t s i n t e r m e d i a r y , 
g u a r a n t e e s o r assistance t o the governments of the i n t e r ­
e s t e d c o u n t r i e s . 

liow t h i s a i d w i l l be d i s t r i b u t e d t o the e n t e r p r i s e s 
c o n c e r n e d , i s a problem t o be d e c i d e d by the p a r t i c i p a t i n g 
c o u n t r i e s t h e m s e l v e s a l t h o u g h the Pund s h o u l d e x e r c i s e i n 
one way or a n o t h e r a c e r t a i n c o n t r o l on the use made of 
the a i d . The t a s k of the Pund s h o u l d be t o f a c i l i t a t e the 
measures towards l i b e r a l i s a t i o n . These measures w i l l p r a c ­
t i c a l l y n e v e r c o n c e r n e x c l u s i v e l y one s p e c i a l branch of 
i n d u s t r y , but w i l l a f f e c t the whole economy of the p a r t i c i ­
p a t i n g c o u n t r i e s . A l r e a d y f o r t h i s r e a s o n a l o n e the Pund 
s h o u l d o n l y d e a l w i t h governments. 

I n the o p i n i o n of the M o t h e r l a n d ' s D e l e g a t i o n the 
r e s o u r c e s o f the Pund may o n l y be used when the Pund has 
f a i l e d t o f i n d the n e c e s s a r y means elsewhere through 
i n t e r m e d i a r y a c t i o n . 

I n t h a t case the p r i n c i p l e s h o u l d be t h a t the Pund 
g i v e s a g u a r a n t e e . I n so f a r as t h i s would not p r o v i d e a 
s o l u t i o n , t h e Pund s h o u l d g i v e a l o a n . 

The M o t h e r l a n d ' s D e l e g a t i o n has p r e p a r e d a f i r s t d r a f t 
o f a w o r k i n g - p a p e r about the monetary i m p l i c a t i o n s of the 
Pund, the c o n t r i b u t i o n s and the v a r i o u s forms under which 
a i d might be g i v e n . T h i s d r a f t working-paper i s at the d i s ­
p o s a l of a l l d e l e g a t i o n s . 

P i n a l l y a few words might be s a i d about the problem of 
f u l l employment. 

I hope I have made i t c l e a r , t h a t the Motherland's 
D e l e g a t i o n c o n s i d e r s t h a t the t a s k of the Pund o n l y e x i s t s 
i n g i v i n g a i d i n d i r e c t r e l a t i o n to the i n t e g r a t i o n . 

As t o a g e n e r a l f a l l of employment as a consequence 
of a g e n e r a l slump, the N e t h e r l a n d s D e l e g a t i o n does not 
b e l i e v e t h a t t h i s danger i s at the p r e s e n t moment so acute 
t h a t a l r e a d y now we Bhould d e f i n e a p o s s i b l e t a s k of the 
I n t e g r a t i o n Pund i n t h i s f i e l d . 



S t r u c t u r a l unemployment however presents a problem of 
a t o t a l l y d i f f e r e n t scope. We t h i n k that we must t r y to 
solve the main d i f f i c u l t i e s i n European economy by common 
e f f o r t . Therefore the Motherland's Delegation i s w i l l i n g to 
give i t s support to s i l l those measures which might help 
to solve t h i s problem of s t r u c t u r a l unemployment. A s o l u t i o n 
of t h i s problem i s however only p o s s i b l e i f we can f i n d 
c o o p e r a t i o n not only i n Europe. 

I am convinced t h a t many of our colleagues would l i k e 
to r e c e i v e c l a r i f i c a t i o n s on many of the problems r a i s e d by 
our p r o p o s a l s . 

l e t us not f o r g e t that the w o r l d - s i t u a t i o n i s getting 
more dangerous every day, and that any l o s s of time may 
be f a t a l . I f we want to unite our economic forces we should 
do so now, t h i s very moment. 

I would appreciate i f my colleagues would be w i l l i n g to 
consider the views which I have put before them i n t h i s 
l i g h t . 

I would l i k e to have now an exchange of views and 
a c c o r d i n g l y I would welcome some f u r t h e r reactions on the 
Motherland's P l a n of A c t i o n . 
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ORGANISATION FOR EUROPEAN 
ECONOMIC CO-OPERATION RESTRICTED 

P a r i s , 7th J u l y 1950. 

C(50)197 
Or.Engl 

COUNCIL 
WORKING PAPER OF NETHERLANDS DELEGATION 

ON THE FUNCTIONING OF A EUROPEAN INTEGRATION FUND 

A s s i s t a n c e to be provided by the European I n t e g r a t i o n Fund. 

Before s e t t i n g out i n any d e t a i l the manner i n which the 
European I n t e g r a t i o n Fund could provide a s s i s t a n c e , the pre­
l i m i n a r y procedure should be l a i d down. 

As o u t l i n e d i n the P l a n of A c t i o n f o r European Economic 
I n t e g r a t i o n , the C o u n c i l should determine, on the proposal of 
the S e c r e t a r i a t , the branches of i n d u s t r y to which i n t e g r a t i o n 
w i l l be a p p l i e d . 

The C o u n c i l w i l l set up a Te c h n i c a l Committee f o r each 
of these branches of i n d u s t r y . 

Each Committee w i l l c o n s i s t of experts appointed by the 
governments o f those Member c o u n t r i e s which have a f a i r l y 
l a r g e p r o d u c t i o n c a p a c i t y i n the beginning concerned. I t 
sh o u l d , however, be p o i n t e d out that Representatives of other 
Member c o u n t r i e s may take p a r t i n the d i s c u s s i o n s of the 
T e c h n i c a l Committees. 

Such r e p r e s e n t a t i v e s might ask to have t h e i r views on 
c e r t a i n questions i n c l u d e d i n the Tech n i c a l Committees re p o r t 
r e f e r r e d to below. 

I t might be d e s i r a b l e f o r a r e p r e s e n t a t i v e of the E.I.F. 
to attend d i s c u s s i o n s of the T e c h n i c a l Committees as an 
observer. I f the Committee i s of the opi n i o n that i n t e g r a t i o n 
of the branch of i n d u s t r y concerned might give r i s e to c e r t a i n 
d i f f i c u l t i e s and would not be p o s s i b l e without a d d i t i o n a l 
measures being taken, i t s r e p o r t should c o n t a i n recommendations 
f o r the t a k i n g of such measures. As the members of the 
Committee are only experts on the i n d u s t r y concerned, the 
recommendations of the Committee should apply only to tnax 
indus t r y . 
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Should the Committee consider that measures taken i n 
connection with the i n d u s t r y concerned would not s u f f i c e i t w i l l 
confine i t s e l f to s t a t i n g t h i s f a c t . In other words, the' 
Committee should not formulate proposals f o r investment i n other 
i n d u s t r i e s . 

In the f i r s t place i t would be f o r those countries where 
i n t e g r a t i o n encountered c e r t a i n d i f f i c u l t i e s to put forward 
suggestions f o r t h e i r s o l u t i o n . The recommendations of the 
Committee could i n c l u d e , among others, suggestions for 
modernising the i n d u s t r y i n question i n a p a r t i c u l a r country. 

The r e p o r t of the Committee need not n e c e s s a r i l y be 
unanimous and m i n o r i t y opinions should be recorded. 

The Committee w i l l submit i t s report to the Council, at 
the same time sending a copy to the E.I.P. The Committee may 
use the s e r v i c e s of the S e c r e t a r i a t i n the same way as already 
e x i s t i n g committees. 

The E.I.F. w i l l advise the Council on the report of the 
T e c h n i c a l Committee, and may grant a hearing to the countries 
concerned. In p a r t i c u l a r , i t would do so i f the Technical 
Committee were of opinion that the measures taken i n the branch 
of i n d u s t r y under c o n s i d e r a t i o n would not solve such d i f f i c u l t i e s 
or would only provide a p a r t i a l s o l u t i o n . I f , i n a given 
country, i n t e g r a t i o n would be l i k e l y to e n t a i l the c l o s i n g down 
of c e r t a i n firms w i t h i n the industry concerned, that country may 
ask the E.I.P. f o r a s s i s t a n c e i n order to make investments i n 
other branches of i n d u s t r y . Such assistance could only be 
given i n s o f a r as such investments are not made i n protected 
i n d u s t r i e s . 

The advice given by the Fund should include, for each 
p r o j e c t recommended, a s p e c i f i e d programme showing i t s extent, 
character, terms of execution, f i n a n c i a l basis, number of 
workers to be employed, e t c . I t should also indicate the amount 
of assistance which the Fund could give, i f necessary sub-divided 
i n 2.P.U. u n i t s and d o l l a r s together with the form of assistance 
recommended by the Fund. 

This form w i l l vary according to the s p e c i a l cases f o r 
which assistance w i l l be provided. 
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The Fund may pr o v i d e a s s i s t a n c e i n the f o i l 
(a) by a c t i n g as i n t e r m e d i a r y i n obta m m g 

owing waysi 

the necessary 

i t s e l f endeavour 
recommended, 
a s s i s t a n c e i f 

funds f o r the investments recommendedj 
(b) by s u p p l y i n g a guarantee; 
(c) by an i n t e r e s t - b e a r i n g l o a n ; 
(d) by an i n t e r e s t - f r e e l o a n . 
I n p r i n c i p l e , the co u n t r y concerned w i l l 

to o b t a i n the funds n e c e s s a r y f o r the investment 
e i t h e r a t home or abroad. The Fund would provide 
d i f f i c u l t i e s a r i s e i n t h i s r e s p e c t . 

The f o l l o w i n g are cases i n which the a s s i s t a n c e of the 
Fund might be r e q u i r e d ; 

( 1 ) The funas cannot be r a i s e d because the r i s k s i n v o l v e d 
i n the recommended p r o j e c t are cons i d e r e d t o be too g r e a t . 

(2) The funds r e q u i r e d cannot be found e i t h e r a t home or 
abroad on account of a s c a r c i t y of c a p i t a l . 

(3) The funds cannot be r a i s e d a t home ( o r , i f they c o u l d , 
t h i s would not s o l v e the problem because the p r o j e c t depends on 
imported c a p i t a l equipment) and wh i l e the cou n t r y , f o r balance 
of payment re a s o n s , cannot seek funds elsewhere. 

(4) Under paragraph 20 of the P l a n of A c t i o n , the E.I.P. 
may c o n t r i b u t e to the expenses i n c u r r e d i n t r a n s f e r r i n g and 
r e t r a i n i n g workers. 

Whenever the nec e s s a r y amount can be obtained i n some 
o t h e r way through i n t e r m e d i a r y a c t i o n , the Fund w i l l endeavour not 
to use i t s own r e s o u r c e s . I t i s c l e a r l y i m p o s s i b l e to give an 
ac c u r a t e d e s c r i p t i o n of the d u t i e s of the Fund i n i t s intermediary 
c a p a c i t y . I t might be p o s s i b l e to o b t a i n loans from other 
i n t e r n a t i o n a l i n s t i t u t i o n s f o r the purpose of i n t e g r a t i o n and 
perhaps c e r t a i n European c r e d i t o r c o u n t r i e s might a l s o be w i l l i n g 
t o grant loans over and above t h e i r o b l i g a t o r y c o n t r i b u t i o n . 
When i n t e r m e d i a r y a c t i o n has been u n s u c c e s s f u l , the E.I.P. would 
pr o v i d e a s s i s t a n c e to the Government of the country concerned 
p r e f e r a b l y i n the form of a guarantee. 

This s o l u t i o n might be a p p l i e d to case 1. 
Under c e r t a i n circumstances i t might be u s e f u l to combine 

the two procedures ( i n t e r m e d i a r y a c t i o n and guarantee). 
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When the c o u n t r y concerned h e l d s the o p i n i o n t h a t Case 2 
or 3 o c c u r s , the Fund may, on the request of the i n t e r e s t e d country 
a d v i s e t h a t a s s i s t a n c e be p r o v i d e d i n the form of a l o a n . 

Should the Fund a d v i s e t h a t a l o a n be g r a n t e d , i t w i l l a l s o 
i n d i c a t e the c o n d i t i o n s f o r g r a n t i n g such a l o a n . As a r u l e , the 
l o a n s h o u l d be redeemed i n twelve annual i n s t a l m e n t s , redemption 
s t a r t i n g t h r e e y e a r s a f t e r the g r a n t i n g of the l o a n . 

When the Fund proposes an i n t e r e s t - b e a r i n g - l o a n or an i n t e r e s t -
f r e e l o a n , i t s h o u l d take i n t o account the s p e c i f i c c h a r a c t e r i s t i c s 
of the p r o j e c t i n q u e s t i o n and s h o u l d f i x the r a t e of i n t e r e s t so as 
to d i s c o u r a g e too f r e q u e n t demands f o r a l o a n i n s t e a d of a guarantee. 

The C o u n c i l w i l l d e c i d e on the a d v i c e of the E.I.F. "Decisions 
must be t a k e n on a t h r e e / f o u r t h m a j o r i t y . 

The D e c i s i o n o f the C o u n c i l must i n c l u d e a d e t a i l e d d e s c r i p t ­
i o n of the p r o j e c t f o r which a s s i s t a n c e i s to be provided as w e l l as 
the p e r i o d i n which i t sh o u l d be completed. 

The d e c i s i o n s h o u l d a l s o l a y down the form i n which a s s i s t a n c e 
w i l l be p r o v i d e d t o g e t h e r w i t h the c o n d i t i o n s f o r payment of i n t e r e s t 
and r e d e m p t i o n . I f i t has been decided to grant a l o a n , the Fund 
w i l l make the n e c e s s a r y payments. Such payments s h a l l be made to the 
Government of the c o u n t r y concerned. 

The Fund s h a l l d e a l s o l e l y w i t h Governments and any 
redemption must be made by the Governments concerned. 

The Government w i l l be f r e e to choose the manner i n which 
a s s i s t a n c e w i l l be d i s t r i b u t e d i n s i d e the country and may l a y down 
i t s own c o n d i t i o n s i n t h i s r e s p e c t p r o v i d e d the p r o j e c t i s c a r r i e d 
out i n the p r e s c r i b e d form. S i m i l a r l y , the Government i s f r e e to 
p l a c e o r d e r s w i t h any c o u n t r y i t may choose w i t h i n the l i m i t s of the 
i n d i c a t e d c u r r e n c y group. 

I f i t appears, s u b s e q u e n t l y , t h a t a p r o j e c t i s not a paying 
p r o p o s i t i o n , and i f the c o u n t r y concerned requests that i t s 
redemption commitments be r e m i t t e d or postponed, or d e s i r e s to maKb 
use of guarantee f a c i l i t i e s p r o v i d e d , such a request w i l l only 
a d m i t t e d i f the i n t e r e s t e d Government proved t h a t thé f a i l u r e oí tne 
p r o j e c t i s not due to the onerous c o n d i t i o n s which i t has i x s e i i 
imposed. 
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I n the case of a l o a n , the E.I.F. w i l l decide whether the 
funds have been used f o r the purposes f o r which they have been 
p r o v i d e d . I f the E.I.P. c o n s i d e r s t h a t t h i s i s not the case i t 
may w i t h h o l d f u r t h e r payments. The country concerned may apjUal 
to the C o u n c i l a g a i n s t such a d e c i s i o n . 

I f a c o u n t r y c o n s i d e r s t h a t i t cannot c a r r y out i t s 
commitments i n r e s p e c t of i n t e r e s t and/or redemption, i t should 
s u p p l y the Pund w i t h some proof t h a t the r e t u r n on the investments 
has been i n s u f f i c i e n t to make t h i s p o s s i b l e . I f s a t i s f a c t o r y proof 
were p r o v i d e d , the E.I.P. c o u l d propose to the C o u n c i l e i t h e r t h a t 
the payment of i n t e r e s t and/or redemption be postponed, or that the 
r a t e of i n t e r e s t be r e v i s e d , or t h a t the l o a n be wholly or p a r t i a l l y 
changed i n t o a g r a n t . 

I f the Pund c o n s i d e r s t h a t no s a t i s f a c t o r y proof were 
p r o v i d e d and i f the c o u n t r y d i d not agree w i t h the Pund's d e c i s i o n 
i n t h i s r e s p e c t , a p p e a l t o the C o u n c i l would be a l l o w e d . 

S i m i l a r l y , a c o u n t r y w i s h i n g to use the f a c i l i t i e s a t t a c h i n g 
to a g i v e n guarantee, would have to prove to the s a t i s f a c t i o n of 
the E.I.P. t h a t the investment i n q u e s t i o n had been made and had 
t u r n e d out to be p a r t l y or w h o l l y unremunerative. Here again i n 
the case of the Fund's r e j e c t i o n of the r e q u e s t , appeal could 
be made to the C o u n c i l . 

Under c e r t a i n c i r c u m s t a n c e s a c o u n t r y might request that a 
redemption commitment be changed from d o l l a r s i n t o 5.P.U. u n i t s . 
Such a r e q u e s t would a l s o have t o be accompanied by s a t i s f a c t o r y 
reasons f o r doing so, and the E.I.P. would then advise the 
C o u n c i l c o n c e r n i n g i t . I f a l o a n paid i n E.P.U. u n i t s c a r r i e d a 
redemption commitment i n d o l l a r s , the C o u n c i l may decide t h a t the 
d o l l a r s r e c e i v e d by the E.I.P. must be s o l d to E.P.U. against 
E.P.U. u n i t s . 

The a d m i n i s t r a t i o n c o s t s of the E.I.P. would be paid by the 
O.E.I.C. out of Member countr i e s 1 c o n t r i b u t i o n s . 
I I . T e c h n i c a l arrangements f o r c o n t r i b u t i o n s to and a l l o c a t i o n s 

from the S.I.P. 
The E.I.P. must d i s p o s e of European currency as w e l l as 

d o l l a r s . As l o n g as t h e r e i s no c o n v e r t i b i l i t y between these two 
c u r r e n c y groups, the t e c h n i c a l arrangements f o r c o n t r i b u t i o n s ana 
a l l o c a t i o n s i n each group must be kept separate. 



C(50)197 

A. C o n t r i b u t i o n s and a l l o c a t i o n s i n d o l l a r s . 
C o n t r i b u t i o n s i n d o l l a r s may be o b t a i n e d by the ^und i n the 

f o l l o w i n g ways s 
(1) From f o r e i g n c u r r e n c y r e s e r v e s h e l d by Member c o u n t r i e s . 
(2) Prom a c e r t a i n percentage of the " d i r e c t a i d " a l l o c a t e d 

t o Member c o u n t r i e s . 
(3) Prom s p e c i a l c o n t r i b u t i o n s to be made p o s s i b l y by the 

U.S.A. 
As r e g a r d s the second and t h i r d c a s e s , c o n s u l t a t i o n w i t h 

the P.C.A. a u t h o r i t i e s would be n e c e s s a r y . 
As r e g a r d s d o l l a r a l l o c a t i o n s from the Fund, i t would 

p r e f e r a b l e not to t r a n s m i t the d o l l a r s to. the b e n e f i c i a r i e s , 
t h a t payment s h o u l d be made d i r e c t l y by E.I.P. to the country 
s u p p l y i n g the c a p i t a l equipment. 
B. C o n t r i b u t i o n s and a l l o c a t i o n s i n European c u r r e n c i e s . 

seem 
but 

The g r e a t e r p a r t of the Pund would, 
o u t s e t , c o n s i s t of c o n t r i b u t i o n s i n Europe 
the s e t t i n g up of a s a t i s f a c t o r y Payments 
c o n s i d e r e d a f a c t , the obvious t h i n g t o do 
c o n t r i b u t i o n s to and a l l o c a t i o n s from the 
c u r r e n c i e s , through the E.P.U. In t h i s way 
c o n t r i b u t i o n s c o u l d be a c h i e v e d . 

a t any r a t e a t the 
an c u r r e n c i e s . Now t h a t 
Union may be 
would be to channel a l l 

E.I.F. i n European 
c o n v e r t i b i l i t y of the 

Por t h i s purpose the E.P 
name of the E.I.P. 

The accounts of Member c 
amounts of t h e i r c o n t r i b u t i o n s 
c r e d i t e d . I n t h i s manner the E. 
As i n the case of the d o l l a r s i 
Fund to pay out the E.P.U. u n i t 
the E.I.F. might, on p r o d u c t i o n 
through the E.P.U, to Member co 
of amounts made a v a i l a b l e by E. 
the E.I.F. account w i t h the E.P 
of the s u p p l y i n g c o u n t r y c r e d i t 

,U. should open an account i n the 

ountr 
w h i l e 
I.P. 
t wou 
s to 
of d 

u n t r i 
I.P. 
,U. 
ed. 

i e s should be debited w i t h the 
the E.I.F. account would be 

would o b t a i n E.P.U. u n i t s . 
Id seem u n d e s i r a b l e f o r the 
the country concerned. P o s s i b l y 
ocumentary evidence, cede u n i t s 
es s u p p l y i n g goods on the b a s i s 
to other c o u n t r i e s . Consequently, 
ould be d e b i t e d and the account 
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I I I . Amount of t h e _ c p n t r i b u t i o n s to the European I n t e g r a t i o n ? n ^ . 
A. C o n t r i b u t i o n s i n d o l l a r s . 

The s o u r c e s from which d o l l a r c o n t r i b u t i o n s might be 
a c q u i r e d by the Fund have been i n d i c a t e d i n paragraph I I : i . e . 
f o r e i g n c u r r e n c y r e s e r v e s of Member c o u n t r i e s , " d i r e c t a i d " 
a l l o c a t i o n s t o Member c o u n t r i e s and s p e c i a l c o n t r i b u t i o n s by the 
U n i t e d S t a t e s of America. 

No l a r g e amounts can be expected from the f i r s t source. 
The same a p p l i e s t o the second source as any important 

r e - d i s t r i b u t i o n o f d i r e c t a i d i s out of the q u e s t i o n . 
However, as l o n g as E.E.P. c o n t i n u e s , i t seems p o s s i b l e 

to ask Member c o u n t r i e s f o r a y e a r l y d o l l a r c o n t r i b u t i o n 
(1% f o r i n s t a n c e ) of t h e i r d i r e c t a i d a l l o c a t i o n s . 

As r e g a r d s a p o s s i b l e American c o n t r i b u t i o n , i t should be 
noted t h a t , f o r the f i s c a l y e a r 1950-51, t h i s c o n t r i b u t i o n would 
have t o be made out of the $ 600.000.000 made a v a i l a b l e to B.C.A. 
f o r i n t e g r a t i o n purposes. As t h i s amount has a l r e a d y been earmarked, 
to a c o n s i d e r a b l e e x t e n t , f o r o t h e r purposes, no important 
c o n t r i b u t i o n c o u l d be expected from i t f o r the f i s c a l year 1950-51. 
However, a l a r g e r c o n t r i b u t i o n from E.C.A. might be hoped f o r i n 
1951-52. 

The d o l l a r fund thus c o n s t i t u t e d would, i n any case, be 
l i m i t e d d u r i n g the f i r s t y e a r , and, t h e r e f o r e , no p r o j e c t s to be 
f i n a n c e d e n t i r e l y i n d o l l a r s c o u l d be undertaken, 

A s t a r t c o u l d , however, be made by a s s i s t i n g the ex e c u t i o n 
of investment p r o j e c t s r e q u i r i n g a lower percentage of d o l l a r 
e x p e n d i t u r e . 

T h i s would probable be a c c e p t a b l e s i n c e Member c o u n t r i e s 
a r e a t pr e s e n t able to use t h e i r d i r e c t a i d a l l o c a t i o n s f o r the 
e x e c u t i o n of 100$ d o l l a r p r o j e c t s . At the same time an attempt 
s h o u l d be made t o o b t a i n d i r e c t American investments. P o s s i b l y 
the S.I.P. could a c t as an i n t e r m e d i a r y i n t h i s r e s p e c t . 
B. C o n t r i b u t i o n s i n European c u r r e n c i e s . 

Most of the c o n t r i b u t i o n s to the E.I.P. would, i n any case, 
f o r the time b e i n g , have t o be made i n European c u r r e n c i e s . 

As a l r e a d y i n d i c a t e d i n paragraph I I , these amounts should 
be channeled through the E.P.U. This would i n v o l v e consequences 
f o r the l a t t e r which would have to be taken i n t o account when 
d e c i d i n g the amount of the c o n t r i b u t i o n s . 

« 



Payment of a c o n t r i b u t i o n to the E . I . I , through the B.P.U. 
would mean a decrease i n the s u r p l u s of an E.P.U. net c r e d i t o r 
and an i n c r e a s e i n the d e f i c i t o f a net de t o r . This r e s u l t , as 
f a r as the c o n t r i b u t i n g c o u n t r i e s are concerned, might be i n f l u e n c e d 
by s u p p l i e s on the b a s i s of a l l o c a t i o n s to o t h e r c o u n t r i e s . In 
t h i s c o n n e c t i o n t h r e e d i f f e r e n t cases c o u l d a r i s e . 

I n the f i r s t p l a c e , b e n e f i c i a r i e s of the E.I.P. might ulace 
o r d e r s w i t h a c o u n t r y up to an amount equal to t h a t c ountry's 
c o n t r i b u t i o n t o the E.I.P. 

In such a case the c o u n t r y i n q u e s t i o n , whether a net c r e d i t o r 
or a net d e b t o r , would be i n the same p o s i t i o n as regards i t s 
s u r p l u s d e f i c i t quota as i f the E.I.F. d i d not e x i s t . In t h i s case 
the c o n t r i b u t i o n t o the E.I.P. would r e p r e s e n t a g o l d - f r e e g r a n t . 

A second p o s s i b i l i t y might be t h a t the E.I.P. c o n t r i b u t i o n 
would not be compensated i n any way by the y i e l d from s u p p l i e s . 
I n t h i s case a d i s t i n c t i o n must be made between a net c r e d i t o r and 
a net d e b t o r . Por the purpose of a n a l y s i s , i t i s assumed t h a t the 
net c r e d i t o r and the net d e b t o r have both exceeded t h e i r g o l d -
f r e e swing. 

The payment of the c o n t r i b u t i o n would thus r e p r e s e n t a g r a n t 
to the c r e d i t o r of 50$ g o l d and 50$ i n h i s own c u r r e n c y . 

Por the net d e b t o r the payment of the c o n t r i b u t i o n would 
r e p r e s e n t a g r a n t o f w h i c h , i f he f i n a l l y exhausted h i s d e f i c i t 
q u ota, the g o l d percentage would approach the 100$ mark. 

The t h i r d p o s s i b i l i t y i s over-compensation of the c o n t r i b u t i o n 
by the y i e l d from s u p p l i e s . Here a g a i n a d i s t i n c t i o n must be made 
between a net d e b t o r and a net c r e d i t o r , once more assuming that 
i n both cases the g o l d - f r e e swing has been exeeded. 

Por a net d e b t o r , t h i s t h i r d case can o n l y be considered 
f a v o u r a b l e , because i t s g o l d - l o s s d e c r e a s e s . 

A net c r e d i t o r i n t h i s case would r e c e i v e 50$ of the s u r p l u s 
s u p p l y i n g o l d and 50$ c r e d i t . 

A l t h o u g h , under s p e c i a l c i r c u m s t a n c e s , i t may t h e r e f o r e be 
p o s s i b l e t h a t the w o r k i n g of the E.I.P. w i l l make no d i f f e r e n c e 
as f a r as a c o u n t r y ' s p o s i t i o n v i s - a - v i s E.P.U. i s concerned, 
(see Case 1 ) , i t i s a l s o p o s s i b l e t h a t the c r e a t i o n of the E.I.P. 
might r e s u l t i n b r i n g i n g e i t h e r a debtor (case 2 ) , or a c r e d i t o r 
(case 3 ) , to an extreme p o s i t i o n v i s - a - v i s the E.P.U. 
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In c o n n e c t i o n w i t h the above, i t seems d e s i r a b l e to a p ^ l v c o r r e c t i v e measures to both s i d e s . 
I t might 

permanently, to r 
a d e b t o r who, on account of an u n f a v o u r a b l e 
c o n t r i b u t i o n and h i s e a r n i n g s from s u p p l i e s 

be d e c i d e d t e m p o r a r i l y 
;fund, w h o l l y or i n p a r t , 

a l l o c a t i o n s , 
quota i n the 

, i f iiccessarym 
the c o n t r i b u t i o n of 
balance between h i s 
pa i d f o r w i t h 

had f i n a l l y been brought t o the l i m i t of h i s d e f i c i t 
E.P.U. 

Thus, a s i t u a t i o n c o u l d be avoided i n which a debtor, because 
of h i s p a r t i c i p a t i o n i n the E.I.P. would be f o r c e d to withdraw from 
E.P.U. or t o r e - i n t r o d u c e q u a n t i t a t i v e r e s t r i c t i o n s . 

c o n t r i b u t i o n to the E.I.F. has 
7-59É of h i s E.P.U. 

As r e g a r d s a c r e d i t o r whose 
been compensated by s u p p l i e s and who has reached 
q u o t a or the s o - c a l l e d t a l k i n g p o i n t , a d e c i s i o n c o u l d be taken 
whereby the use of E.I.P. funds i n the c o u n t r y concerned would be 
w h o l l y or p a r t i a l l y p r o h i b i t e d . However, these c o r r e c t i v e measures 
do not seem to be a l t o g e t h e r s u f f i c i e n t . I t would seem t h a t s t i l l 
more c o u l d be done t o overcome the above-mentioned d i f f i c u l t i e s 
w i t h o u t i n j u r i n g the European I n t e g r a t i o n Pund. 

I t might be p o s s i b l e to f i x monthly the c o n t r i b u t i o n to the 
E.I.P. i n European c u r r e n c y as a percentage of the p a r t of each 

c o u n t r y ' s E.P.U. quota unexhausted a t the end of the month. 
T h i s c a l c u l a t i o n s h o u l d a p p l y to net 

net d e b t o r s on the u n d e r s t a n d i n g t h a t , i n the 
the unexhausted p a r t o f , h i s s u r p l u s quota s h o u l d 
w h i l e i n the case of 

c r e d i t o r s 
case of a 

as w e l l as 
c r e d i t o r , 

be taken as a b a s i s , 
b a s i s would be the unexhausted 
manner, the burdens of the 
c o u n t r i e s h a v i n g an extreme 

a d e b t o r , the 
p a r t of h i s d e f i c i t q u o t a . I n t h i s 
E.I.P. might be s h i f t e d from those 
p o s i t i o n i n the E.P.U. 

Th i s would seem a more s u i t a b l e method than t a k i n g an 
o b j e c t i v e s t a n d a r d , such as the n a t i o n a l income or the s i z e of the 
p o p u l a t i o n as a b a s i s because the standard chosen takes d i r e c t 
account o f the p o s s i b i l i t i e s l e f t open i n the E.P.U., whereas the 
o b j e c t i v e s t a n d a r d would undoubtedly l e a d i n some cases to s e r i o u s 
d i f f i c u l t i e s i n the E.P.U. 

I t i s obvious t h a t the a d d i t i o n a l t r a n s a c t i o n s which the 
working of the E.I.P. would e n t a i l , i r r e s p e c t i v e of the above* 
mentioned c o r r e c t i v e measures, w i l l tend to b r i n g about a q u i c k e r 
and more complete e x h a u s t i o n of the p o s s i b i l i t i e s of f i n a n c i n g 
t r a n s a c t i o n s w i t h i n the E.P.U. Consequently, when f i x i n g the 
l e v e l of E.I.P. c o n t r i b u t i o n , i t w i l l be necessary to take i n t o 
account the c r e d i t p o s s i b i l i t i e s e x i s t i n g w i t h i n the E.P.U. 
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The above-mentioned percentage can, t h e r e f o r e , only be a modest one. 

An a d d i t i o n a l f a c t o r i s that most c o u n t r i e s , although i t 
w i l l probably be p o s s i b l e to e f f e c t payment out of counterpart 
funds, cannot make large c o n t r i b u t i o n s on account of budgetary 
c o n s i d e r a t i o n s . 

A middle course w i l l have to be found between the need f o r 
measures to f u r t h e r the l i b e r a l i s a t i o n of trade and the necessity 
of t a k i n g the above-mentioned considerations i n t o account. 

In view of the above, i t might be suggested to f i x the 
monthly c o n t r i b u t i o n f o r each country at 5/12% of the unexhausted 
part of i t s quota at the end of the month. (1) 

Assuming t h a t , a f t e r the f i r s t working year of E.P.U. 
the t o t a l of a l l s u r p l u s / d e f i c i t quotas would have been exhausted 
at r e g u l a r i n t e r v a l s , up to a 100%, the t o t a l c o n t r i b u t i o n to 
E.I.F. f o r that year, on the basis of the percentage decided upon, 
would amount to about $ 100,000,000. The maximum c o n t r i b u t i o n to 
E.I.F. on the basis of the percentage chosen, would amount to 
about $ 200,000,000. Ir>practice , the t o t a l c o n t r i b u t i o n might 
perhaps be estimated, f o r the f i r s t year at around $ 140,000,000. 
To t h i s should be added the d o l l a r c o n t r i b u t i o n to E.I.P. which, f o r 
the f i r s t year, might perhaps be estimated at about $ 40 m i l l i o n 
to $ 50 m i l l i o n . 

These amounts seem to be s u f f i c i e n t to l i b e r a l i s e some 
branches of i n d u s t r y i n t h i s f i r s t year, at the same time keeping 
the pressure on E.P.U. w i t h i n reasonable l i m i t s . 

I t might be p o s s i b l e to r a i s e a p r o v i s i o n a l c o n t r i b u t i o n 
beforehand, the amount of which could be s e t t l e d subsequently. 

F i n a l l y , i t may be d e s i r a b l e to f i x the system f o r 
determining the c o n t r i b u t i o n s f o r a minimum period of two years. 
This would correspond w i t h the two-year period which has also been 
l a i d down f o r the E.P.U. quotas. 
IV. Refunding of c o n t r i b u t i o n s and l i q u i d a t i o n of the E.I.F. 

I t may be expected that appeals to the E.I.P. w i l l decrease 
as time goes on. Since, on the other hand, redemption payments 
w i l l continue to flow i n t o the Fund over a period of about 15 years, 
i t may be p o s s i b l e that at some point the revenues of the Fund w i l l 
exceed payments by the Fund. In that case a s t a r t might be made 
on the p a r t i a l refund of c o n t r i b u t i o n s made by Member countries. 

(1) See Appendix 1. 
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Such re f u n d would have to take p l a c e on the basis of the 
amount which every country has ceded to the E.I'.F., sub-divided 
i n t o d o l l a r s and amounts i n European c u r r e n c i e s . 

V/ithout p r e j u d i c e to t h i s p o s s i b i l i t y of refund, i t 
should bo s t i p u l a t e d t h a t c o n t r i b u t i o n s must be made a v a i l a b l e 
a fonds perdu, 

As f a r as the refund o f European currencies is'concerned 
the amounts should be paid by the E.I,P. through 3.P.U. to the 
c o u n t r i e s concerned. 

I n s o f a r as c e r t a i n c o u n t r i e s might have l e f t E.P.U. 
before refund begins, the f o l l o w i n g procedure might bo followed. 

I f the reason f o r l e a v i n g the E,P,U, i s that an extreme 
debtor p o s i t i o n has been reached, i t may be presumed, on the 
b a s i s o f the above, that the c o n t r i b u t i o n made has already been 
refunded i n f u l l . 

/ l 4 * 

I f a c r e d i t o r country leaves the E.P.U,, i t might be 
decided t h a t i t renounces i t s p o s s i b l e c l a i m to any refund. 

There would,' howtycr, be no o b j e c t i o n to the refund, 
on w i t h d r a w a l from E.P.U,, of amounts paid i n d o l l a r s . 

As E.P.U, w i l l bo concluded f o r an i n d e f i n i t e period 
and i n any case u n t i l other methods arc a v a i l a b l e to guarantee 
c o n v e r t i b i l i t y of European c u r r e n c i e s , i t may b'e taken f o r 
granted that even a f t e r discontinuance of E.P.U, there w i l l bo 
some p o s s i b i l i t y of refund. 

I t i s recommended' that the E.I.F, be c o n s t i t u t e d f o r the 
same p e r i o d as the E,P,U, 
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APPENDIX I 

' ' ' S u p s o a country A has a s u r p l u s / d e f i c i t quota i n 
E.P.U. of I 360 m i l l i o n . 

I f , a f t e r the c l e a r i n g , f o r inst^ncc, of the January 
transactions, i t s surplus with E.P.uY amounts to $ 240 m i l l i o n , 
i t s c o ntribution for January to the E.I.F, w i l l be fixed at 
5/12%' of $ 360 m i l l i o n - $ 240 m i l l i o n = 5/12% of $ 120 m i l l i o n 
- $ 0.5 m i l l i o n . This contribution w i l l be paid i n February. 

I f i t s surplus at the end of February has decreased to 
n i l , the contribution w i l l be f i x e d at 5/12% of $ 360 m i l l i o n 
» I 1.5 m i l l i o n . 

I f , at the end of March, the country has developed a 
d e f i c i t amounting to $ 360 m i l l i o n , the contribution for the 
month of March i s n i l . 
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