


rnANK ALTSCHUL 
1,"'0 Bl"10A OWAV 

t;LW YORI( Clll' 

februury 17, L9<3 

Dear Mrs . Hoo~evrlt. , 

In ac~ordbnce •ith your ru~~estion, 
J Shull trj 1..o tiUll"J.1Uri2.0 the vi~f. S 1' hitb yO\J f.' 1.JJ'6 kind 
enou~h to give mo un opport w1ity or exprossin g to you 
yc"terdoy . for tho ooko o f brevity, I uhol.l nt ate 
these possibly somewhat t oo dogmntically, with little 
ttt.tem.,t to net forth the reasoning whtoh lien behind 
them . 

1. 

3 . 

4. 

s. 

6. 

After the "11r, tho possibility Till oxist of one 
o!" the (;l"Ctlt.•·f.t. for.,.ard !!:OVemcnts in humLtn well­
being anci hum.bn liberty th~ ~orld has ev"r expe­
rienced . 

~het11e1· thio possibility i s r ci.lizod ~111 oepend 
in lareu a;eusuro upon the v.uy \\ O conduct. ourselves 
in t he United St~tes of Amerlcu . 

The P<' ttern of Americlill post-•·ur connuc t i s b ei.ng 
set no .. ; a.nd H fllla ce with apprchoncion . 

There le <Vla.nt in thi~ CO\Wtry 8 al tinct drift 
~~rri extreme rcactlo~ ~hich, unnrr1tit.ed, mi{;ht 
leave us in th~ po.radoxic«l position o• succUl:lbing 
a t ho11e to thf! v e1·y forces •:e set out. to conc;uer 
i.brond . 

Such " devcloi·mrn t ""ould be " disucter for the 
.,,.orlU usu .,:holo no leG!I thiln foi· th1~ Un ltt:fl Stutes; 
ond H ~oul<l pootµone indefinitely ov"n th• partiul 
reallutlon or th" four freedoms. 

The forcec of ~>. rcmc rteHctlcn u.rc obt.....ininf, a.n in­
creusint;, de1-r• of influo:-:ice in "h• Ft1,u l~Cl\J\ or­
gc..nization. Tncy nor hold ti. nuob,·r of key positions, 
1md they find & con~id rGb:e ~eosuro of su11.ort 6Jl'On& 
the more shortsi,-ht.ed elt?1:f>nts in thtl bu~incss com:w-
nity. In :.!I It.nee 'l;ith rcact.ionory Dtmocri:ts , they 
huve t~lreucly t. t t.t. lnerl ,. po:;l ti on of quit.<• w1Gue in­
fluence tn eov~·rnmcnt . 
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'I . They do no t , i n ciy opin ion , r onlJ.y t ovrosent t he 
de• irea or a opiru tions of the r ank und file of 
Republ ico ns , bu t they are so pl.aced that they may 
det ·eralne t.o a gr •a t extent t he chu roctcr of Party 
policies . Thoy Lr e gro•·ing increoaingl.y confident 
tha+t r1Ulng tho 111.UVC: of the future", they will 
sooner or la t er lend in posi tions of the highest 
au thori ty . 

8 . Meam hile, liberal Repuolic&ns 1"i th aw.ny of whom 1 
ha ve spoken ur o becoming exceedingly dlbturbed by 
t his s1 tuu tlon , >lit hout having f ound es ye t any •·ay 
of copi ng with i t . They are unor gunized , have n 
dimini s hi ng voice in the Pa rty mac hine , and hnve no 
leader around " hom t o rally . 

9 . Under these circUJ1stances, th~r~ i s a gro~ ing dsnger 
t h&t large ow:iber• of men hlld • O<'en of 1.ood !<ill and 
of liber :il vie1'8 rrAy f .IJul themselves follor.ing leader­
ship with ..tiooe real i;.irposes, if clear ly under stood , 
t hey rould be complet ely out of rympo t hy . 

10 . Thi s dnngcr is •ggruvuted both by c i r cumownces be­
yond nnd by c1t·cumst.ll nces within t ho control of t he 
Adminis tru t ion . 

In the firot cutegory a r e the Russivn victories . 
Fear of the extr eme Left i s be ing used nt a whip to 
dr i ve people j.nto the arcs of tho extreme Right . 

Tn the ,second cutegory , of many i t CJllJI I mention 
mer ely tw:o wh ich seem of some i ll'lport.t...nce : 

(a } Those pin pl'itk nggr a v&tions ' h!ch lend col or 
to the cry of 11 bur e&ucrnt lc tyrnnny" . 

Ther o in Uttl• or no compla int i.bout t he 
per"onol oucrifices and restr ulnto t ha t the 
wor in volves . These ore reco{~nlzed ao 
ne cesGnry . Howev~r , on all 8lden , there 
is conntLnt i;rumoling about the compllcated 
~ethods thr~urh ~hlch the se sacrifices filtd 
re:;tn. lnt.s ure laf!Osed . As a rerult , the 
clich8 "buro1.ucratic tyrnnny"' is ueed e !'f'cc­
tively to concool an attn ck ' hlch is pr ilr.a r i l.y 
beine levolod at t he purposes of the Admt nis­
trutlon m t ho1· t lum nt its me thods . 
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(b) The failure to implement the dream of tho brave now world trith the doYoloJX1ent and diaclosuro of any practical plans for making the d~ COC141 
true . 

This plays into the bands of tho reaction­
aries who aake 1obundant political capital 
out of what thoy term the "visionary" and 
the "unrealistic" . Concret e plans , oven 
in 1111lited ar eas, r.hlch suggest "" approach 
to the otop-by-atop solution or post-war 
problem• would meet r.ith ready response in 
many quarters . 

U . It appears to me that there ls grcnt danger in a policy of continuing appeacement of the extremist&. I hope 
that, soonor rather than later, t he Pr esident wil l find 
a .. ay to hol.ato them from the ""st !04joriti)' in both Parties with whom they have in fact l ittle 1n common. Posnibly this could bo accomplished at the proper moment by an appeal to the country for support of 11 certain 
nwaber of concrete proJecta 1n connection with the economic organi;;ation of tho post-war "Orld. On this account, I um suppleoenting this letter with a t entative suegestion 1n one specific field , which may at loaat have the advantage of not requiring the approval of the Sen11te Foreil!Jl P.eli.tions Connittee 1n its present temper . 

With r enewed thanks for your gracious reception , and apologies for a lotter that has grow intolerably long, J ""'• 

Yours faithfully, 



MEllO~DOll IN Rl!XlARD TO POST-WAR EXCKANGE 
STABILIZATION 

l. It i s highly desirable that, b<lfore the end of the war, 
plans should be developed lool<1ng towards an early 
stabili zati on ot the exclwlges over &8 large an area ot 
the trading world a a possible. 

2 . There have beon rumor s of discuoe t ons about the establish­
ment of u World Bank, nnd about some highly confidential 
"emorandum prepared by Lord Keyneo. I Acl not infomed ao 
to the accuracy of these rumors, and I have no inforcation 
as to the nature or the pl.ans' it any. which hnve b<len ed­
vaneed. I have o011e misgiving "bout aeho11es which are 
too grandiose in their nature. t:bat I think mJs t be 
sought in the firs t instance, is sOtle essentially practical 
arrangement wb.ich requires a 111n1.aia of public debate and 
of legislative eanction, and which can bo put into opera­
tion promptly. 

5 . On this account, it seems to me desirable to limi t t he 
di scussion of post-war excbtlnge stabilization to the senreh 
for an agreement betwMn the United States, representing the 
dollar urea, and Groat Britain, representing the s ter ling 
ares. It the dollar area i s c ons i der ed to incl ude broo.dly 
the AJO<trieaa , and the sterling area is considered to include 
the British C011111onwealth, with the exception of Canada , tho 
Brit ish Elapire and the Scandinavian countries, approx:i&ately 
55~ of the pre-war int ernati onal trade would be covered. 
It such nn ngreeMnt were subsequently edher od to by Tbe 
Nethe rlands , Bolgtum and France, another ll$ of pre- wsr 
interna tional trade woul d b<I covered . 

4 . Unless many countri es , nnd notably Grant Britain, are to be 
dr iven in t he d irection of bilateral trade agreemen ts , tbs 
basis for a µroopt re t urn to the ordina ry channels of crulti­
lateral t rade should b e laid. It would eeem as i f this 
could best b<I done through a stabiliza t1on agreement between 
the doll.nr and tho star ling areas . 

5 . In approaching the problec of such e stabilization agree­
ment I 811 assuming thnt operations in connecti on with lend­
lesse , and operations in connection wi t h relief and re­
habilitation , which will certainly, in one instance, cont 1nuo 
and, in the othor inetunce, grow 1n illportance in t ho sarly 
post-war world , will be dealt with outaido of a.ny stabiliza-
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tion agreement. The debit s arising 1.n connec tion with 
either ot these operations will ultiaatelJ' ha Ye to be 
either funded or forgiven in whole or in pnrt. 

6. The breakdown 1n the systn of intemational exchanges , 
which we witneued during the period between two ware, 
was in large aeaaure a result ot the diotu.rbod inter­
national. political relationships which chcracterized the 
period. Thia produced the pheno11enon of flight C8pit.al 
and disorgnnhed the mechnnis"' of intemational lending. 

7. lie must aos = e that the war will end in such a lllllnner as 
to j ustify the hope of a prolonged period of .. orld peace . 
Under such circumstances , there should be a tendency for 
large scale movements of flight ca pi t.41 to come to an end, 
and ultimately there should be a ten iency for international 
lending to revive. 

8 . On the ot.her band , any stabilization agreement 11Ust be 
protected against the 1.cipact of the repatriation of nii;ht 
capital, and must be buttressed by some intergover,,.,ental 
mechanism for intomntionnl lending capable of responding 
to world requirements for a prolonged period. 

9. If a ppropriate measures t o t hese ends have been devised , 
then th.e problem of dollar- sterling stabilization resolves 
i tself largely into e ques t ion of tho determination of an 
in1t1sl rato or oxcbange . Onl.r experience will show 
whether Uiia '1nJ. tial rate """ too hig)I or too l ow. The 
best one can ,hope for is that experience will rea sonably 
justify the initial detenoination. 

10. As the purpose of exchange stabilization ia to allow inter­
national trnd e to develop a s rapidl:y ae other factors , such 
as available shipping space , will permit , the initi al rate 
should be fixed for n reasonable period ahead, poss ibl:y 
two or three years • At t he end of this tl..cie it can be ad­
justed 1n the light of experience. tr taree bal.ances -
whether 1n sterling or in dollara - have been acmmul.atod, 
tbe readjuataen t would involve of neceasit7 a loss . llbere 
this loss, it any, should fall aust be a • tter of prior 
a greement betwean the participating gcmnmients. 

11. Collateral agreo11en t s between the Unit.ad States and par­
tic ipa ting Na t ions within the dollar area , nnd between Croat 
Brit..in a nd pa r tioipating Na tions wi thin the sterling area , 
would have to bo n egotiated ae part of a whole. In some 
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instances, thos e would involve questions of t he utmoet 
delicacy, beceuee i t is clear that f rivolous dOC1ast ic 
policies could bs financed at the ex pense ot a stabiliza­
tion t'und. On the aesumption, bowever, that agree .. nta 
are entered into in good tai th, the d&aage tba t aigbt be 
done oTer the two or three year period would eeea r eb t ivelJ' 
inconsequen t.1.81; and when the renewal ot the agreements 
entered the stage ot negotis tion toward the end of the 
trial period , any represan ta ti on a r.hich cir owns tancea s oomed 
to warrant could a ppropristaly be made without the appear ­
anco of u sing a stabilization fund t o abbreviate in an;r 
degre e national sovereignty. In all this, there is ob-
Tiouel,7 an elemant or risk; but it s ee ... to be incooparably 
leu than the risk of falling to stabilize at all. 

12. I n rognr d to the control of the rapetristion of flight 
capital , it would appear that t his must ba allowed only at 
such times •~nd 1n such amounts as is consistent with the 
operations of the exchange s tabilization fund. However , 
in so far as this repatriation took tbe tona of the purchnee 
of gold in the United Statu a t $SS an ounce for accoun t of' 
part icipating Nations, such r epatriation a ight well b e en­
couruged , becuuae 1n tbis manner t he gol d necessary to ro­
cons t i tute banking a nd currency systeos abroad could be 
supplied. Thus tho g roWldwork would be laid for a gradual 
r e turn to sooe form of gold standard, in the res toration 
ot which the Uni tee! States of' America hss a considerably 
larger stale.a t han any o ther country . 

13 . AD internation&l lending agency ahou.l d be created in which 
t he Unit ed S taten and Great Britain would be tho leading 
partic ipants, and which other Nations adhering to tbe 
ato.bilization agreeoent could join. Such an agency would 
eerve an exceedingly ueef'ul purpose in the post-war world. 
<:apital would no longer aove in rosponsa to the accidental 
appraiso.1 by bankers of tho relationship between interest 
r ates and risks , but 1n responoe to the prudent determina­
tion by governmon t wher e t his capital could bast be u sed 
in facilitating world exptlnoi on. If Rues i a und China, for 
exaople , r equired 1.loportant suaa for d ovslopmen t , these suca 
could thus be 1:1&de available far more readil,7 than through 
the processu of private landing . Through the operations 
of s uch an ins trumentality, large markete could be developed 
and the dream of t l o expending world in measure r eolized. 
If, in America, we have co:ne to understand t lult" healthy 
econo~ic developacnt in Great Britain is essential to a 
healthy development in tbe United Statea, then, although we 
would b~ve to beve the lsrgeat !*rticipation 1n the lending 
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agency itself, we might be 8'ltisfied with considerubly 
leas t hnn our pro rut.a share of the orders pl.aced by 
virtue of credit s so 11.r1trttcd. The divoraion to Great 
Britain of more than its pro rata sb6r e or such orders 
would help to reestablish an equ1llbri1111 ao lar gely 
di oturbed by the 1.i:opact of war . 

14 . As a collateral !ee.ture to the contr ol of intarnatioruil 
lending, there would have to be a continuing control 
of the international movecent of l\Jmls s oaking invest-
ment or speculati ve ""1plo,...ent. In nny t rensition 
period , stable and rue exchltngos for ordinary comei·cial 
transactions ure going to impoao tho llocessity of contin­
uing controls in certain non-com::ercisl arees . 

15. Those who believe that the United States shoulti retire 
behind somo sort of an economic llaginot Li n e are guided 
by consi derations of real or fancied self-inter est. If , 
on the basis of soo:e well-consid.,red progru of doll.ar­
sterllng excbfillge stubUization, they can be sbo1'D that 
their r oal inter est lies in the hopes it carries of an 
oxpnnding world , even uttitudoo in regurd to tariffs nnd 
recipr ocal trwl e t reaties might undergo & change . 

16. This memoro.nclum doe s not purport to be WI)' such well­
considered program. It is cerely intended as suggeetive 
or an approach to tbe pr oblem . 

February 17, 1943 





THE WHITE HOUSE 

The Honoi•t.l>lc 
The •acrotn ry of tho Trot.l'tl ry , 
li"l !!!h\n;;ton, D. c . 
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OFFICE OF \VAR I NFOH. t-L\ ' f 10?\ 

Vr . ste phe n T. Early, 
Y."h1 t c Houno, 
','fnshinyton, D. C. 

A r Ste ve t 

1 wondor 1! the Preaidont mir.ht not be interes t ed to f l O.n¢e a t the a tto.ohe d COMpilt.tion of Ote.tementa on -,·tar and J-ie aco 
Alm$ which is beinr. re l eased to the pro•• on Sunday by tho lnitod '"a tion& lnfonta.t.ion Office, ot Kh.1rh, aa you Y.??ow, this roverrm.ent 
is a !\Ill and act•vo menber ? 

I think tho ocatomont 1• intorostln1 for two 
re'l~ona: 

t1r et , it ~1vos a croae- aoctional view of thou&)'lt to date , ar ra:igod in line of inte res t . Tho content s , as you will 
s ee , cove r the ai pntrteance of the pres, nt strurrl~ , tho problem~ 
which will oao.e i m."Dediately afte rwards , ways to ~rev->~t n~otho r 
wa.:--, rr.eaauros to a11urt'I Fro:ir~rity , •poci!'\r ro!'e r once • t .. cer tain social , political 1.nd t erri torlal '>roblor.s , the kind of international 
ore;ani1.a t.1on f'or s oon, and tho t oxts of dooumonto already in hand . 

Socondl;r, it is • ;-roduct or a thorourhly grounded l!nito 1 1·atlons aronry nhich, t}-,o,.rrh r.'! ry node .st: , ii reverthel .. 1, 
l'l.~t:..ve within ita parttrular f1o lC . ~ .... "?a.rd :r.-:et1 roP"Ularly -., -r:-e ry 
two wo&ka ; tho v&rioue tec.r.t~al co:r.mittooa on nr~•s , radio , r1l me , 
e xhi bit• , pos t war, e tc . mee t nt cadily ; nnd a s~all pe nnanent lnte r ­n11.tiona.l eta.ft i s on constant 101·vice at t:he hoo.d(ru1.rt., rs tn I 1'W Yorir . 

It i• stra·~ ... , i~ 1~ not , tha•..,. s • eo to ~~ ot eve~ 
less f1"e 1uently thM whe n I •tAI in c "'t .. Vtt.? cerh.\r .t I had bette r go 
back a.n co t 0. now &to.rt ! 

Arth\lr ::iY1cetso r , 
Je \It 1.1! r"otcr 

I 

\ 

• 



\ Subject of d1sousa1on wtt~t Stl\te 

De~1t . anc1 1>0st- wa1" board , F'eb . 22 , l r>4:S . 

• 



rmpr4:m 

1 , Tera or surrender 

2, Handling ot Occupati on Probleu 

3, Relief 

1. Oeriaan)' 

2 . RW1sia 

3, Eastern Europe 

4 , Prance 

~. Italian Colonie• 

6. Japan 

?. China 

TEMITORIAL 

DBPBNDENT AREAS 

1, Mandates 

2. Colonies 

GENERAL 

1 , International Organization 

a . Regional 
b, Univer•al 

2, Police Power 

3, Di1armament 

p 5 f..I~ «A<. I"'' 
' 'I • 4;. 

4, Mearu1 ot Expanding Pr oduction, Karkets 1 E•plo71111nt, and 
Cona\llllpt1on through 

a. llonatary Stab1111ation 
b, Develop1119ntal Investllent 
o. Trade and Co11110d1ty Arrange11ents 
d, l"ood and Nutrition Polioie1 



I ----· 
• . ' 

' 

p5.f{:Jv~ 
') I 
' l o./J'-\l>- nt!. SE'.CAETARV Of:' TH£ TA£ASUA.Y 

WASM I NOTON 

MAR 2 - 1943 

MEMORANDUM FOR 'IHE PRES IDENT 

In h1:s memorandU111, Mr . Al tachul proposes that 
pl ans be developed for early stabilization of foreign 
exchange through some practical arrangement which can 
be put into operation promptly. Specifi cally , he 
proposee .an agreement for exchange stabilization be­
tween the United States, representing the dollar area, 
and Great Britain, representing the s terl 1ng area, 
wi th subsequent adherence to this agreement by the 
c oun tr 1e s of Wes tern Europe • 

The Treasury has proceeded much farther in this 
direction than Mr . Al t schul 1 s suggestion . You may 
recall that I sent you a memorandU111 last May outlining 
a study of a Stabil ization Fund for the United and 
Associated Nations and an International Bank f or 
Reconstruction and Development together with a pro­
posal for the calling of a conference to be hel d 1n 
Washington of the Finance Ministers of the United and 
Associa ted Nations after we had worked the matter ou t 
with the in t erested agenc i es of this Goveri;iment . 

You indicated you were interested 1n the sugges­
tion and instructed me to con t inue the studi es in 
conjuncti on with the State Department, Board of Economic 
Warfare and the Expor t - Import Bank and to speak to you 
again after this had been done and after I had obta ined 
the opinion of the State Department . Since that t ime , 
a great deal of work has been done . In cooperation 
wi th other departments and agencies, the Treasury staff 
has prepared a d r aft proposal for an Inte~na tional 
Stabilization Fund of the Unlt~d and Associa ted Na t ions . 
The reprP.sentat ives of the St ate Department and the 
Treasury Department have discussed this drs.!"t proposal 
with t he t echnical experts of Great Bri tain, and copies 
have been given on an i nformal basis to the re;oresenta­
tives of Russ i a and China for consideration by their 
t echnical experts. 
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With the approval of the Secretary of State, I 
intend to write to tbe Ministers ot Finance o! other 
countries calling their attention to t.b1a dratt pro­
posal and inviting ita criti cal atudJ bJ their tech­
nical experts . After they have bad a.n opportunity 
for study, it is our hope that their technical experts 
will be aent to Washington for unofficial and prel1m1n­
exoy discuaaion wi th our experts here . Thia procedure 
has the approval of Vice President Wallace, Secretary 
Bull and Secretary Jones . 

After there have been SCllle discussion• among the 
technician•, our info:rw.al co111D1ittee consisting or the 
Vice Presi dent, Secretary Bull, Secretary Jones , 
Governor Eccles and mysel f will examine tbe area or 
agreement among the tecbn1c1ana o! tbe various coun­
trie a and d ecide whe tbe r there ia enough agreement to 
warrant pur euing the 11&tter further . It we are agreed 
that there is, I will then take up tbe 111&tter with you 
and !ind out • he ther you wish to t.lce the next 1tep 
which would be the calling of a conference of Finance 
Min11 tera to d1acwoa the ma tter forinally. 

I am attaching a copy of our dratt proposal which 
JOU maJ wiab to glance at. Incidentally, the Briti sh 
Treasury also hae prepared a dratt proposal cover i ng 
somewhat the same ground, They have alreadJ 1ub111itted 
their proposal to ua and , ws, understand, to the Govern­
mente of Rua sia and China and are about to die tribute 
it to many o ther goverrunenta . 

It JOU should wiab to acknowledae Mr. Al t acbul'• 
letter and memorandum you may !ind the attached letter 
appropriate . 

Attachment• 
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lllUllf C8REIJW: 

A' Stabili•rtion f\lnd 
or the 

United nnd 'Associated Nn tions 

lt is still too soon to ·know the precise form and magnitude of poet.. 

war monetary probl emn , fut 1 t 1s certain that we •hall be confronted with 

the task of dealing with three ins~parsble monetary problemss to f'?'event 

the duruption of for eign .excha11geo , to avoid the collapse of some monetary 

syotmr.,, a.nd to fac111 tote the r estorati on and balanced growth of inter­

national t rade, Cleorly, such • formidl!ble task con be successfully handled 

only through international action . 

The cree t ion of instrwuentali ties edoquate to deol with the inevi tllble 

post..wpr moQetory problems should not be postponed until the end of hostil-

iti es , It would be ill- advised if not dangerous t o l cavo ourselves unpre,. 

pared ot the end of the " br for the difficult tuk of intA:mstional monetary 

cooperation. We should bag i n now to devis e En int t rnetionol monetary 

•goney, for the tesk is certsin to. take meny months ot l c rot , Scecifie ond 

prreticel ~roposPlS 11"..ist be fomull\ted by t he experts end au>.st be care fully 

consider ed by the policy-shcping officiols of the • • r iouo count ries . I n 

ea ch country acceptance of a definitive plnn eon follar1 onl y upon legisl•-

tive or executive rction. hnd &ven when e plan is f i nclly it1dOpted 1 much 

time will be conoumed in g< thoring per oonnol e nd in cs trblishing an organizg.. 

tion before 6n intorn• tionrl i nstitution for mon• tsry cooperrtion een begin 

effect ive work . 

Thartl i s enothor imnortnnt r eason for initil ting now concr·Pte dis­

ouosions of specific nropoorls . A pl nn f or intomrtionnl mone U:ry 
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cooperation can be a factor in winning the war . It haG been suggeoted, and 

with much cogency, that the task of aosuring the defeat of the A>tis powers 

would be made easier if the victims of aggression, actual and potential, 

could have greater a ssurance that a victol':\' of the ilnited llations will not 

mean in the economic s phere a repet.0.ti on o~ t he exchange i nstability and 

monetar; collapse that followed the last war . That assuranco should be 

given n~w . '!he people in all of th~ United llations must be encouraged to 

.feel themselves on solid ground , They "°'st be given to understand that a 

victory of the United Nations \Till not usher in another two decades of 

vtidespread economic disruption . 'lhc people must knO\I that wo at 111at 

recognize the fundamental truth that prosperity, like peace , is indivioible . 

One o.f t ho appropriate agencies to deal rti th interna tional econo:nic 

and monctax-; problems r:ould be an international stabili zat ion fund with 

resources and p0'.1crs adequnto to the task of: helping to achieve monetary 

stability and to facilitate the restoration and balanced growth of i ntel'­

national trode . ~ proposal drafted by 1'merican technical exports is 

appended. 'i'he draft presents only t he ossential e l oments of an international 

st..>bilization fund , '!ho provisions of tho proposal arc in over; sonso 

tentative, intended as a basis for discussion and e xchange of vieVls . 

Obviousl y , th~re are many detoils that have been emitted end that can be 

better formulated nftur there is aerocmcnt on tho ecncral principles . 

It is r~oogniied th:lt nn int<:rnati onnl stabili::etion l\md is only one 

of th(I i nstrur.icntal1 ti<.s nhich may bo needed in the field of interna t1onal 

economic cooporation. Other agencies aro olso needed to provide capital 
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f or poot-war reconstniction and development, to provide t\lnda ! or 

rehabilitation and relief, and to pro~ote stabilit y in t!le prices 

of priJ:lary international coccodities . '!here is a strong teq>taUon 

to ez:ibrnce within a single intemational agency the responsibility 

tor dealing m.th these and other int emational economic problems . 

We believe , howover, t hat international economic institution• can 

operate more ertectively 1I they are not burdened wt th important but 

extraneous du ties for which they hllve not been devised and for which 

they are unsuited. For exaeyle, the hichly specialized nature or 

L-.urnaUonal conet.ary stabilization and the provision of lonc-t.em 

capital would seem to call for separate institutions each designed 

t o deal with its clist.l.nc t pJ'Obloms . 

It should be emphasized that the appended draft doal• only wt th 

an international stabiliuition 1\incl . It is anticipa ted that there 

will also be aub!Uttcd for consideration a prd1"'inar-.; draft or a pro­

posal for an international agency whose !'unction will be to provide 

capital for rccon.structi on and development, It, is hoJ)tld that the 

appended drott Yi111 call fo:-t.h from tt10 experts of tho Un1tod Nations, 

, critical 0011111ont and constructive suggustiona , It is our belief that 

a workablu and acccpjd ble plan can cccrge only fror.: the joint of fort.. 

of the UniLcd !lat.ion.s . 

Washington, D. c, 
January, 194), 
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Prel1m1nary Draft of 
for a United 11nd A•ooc lated 

Stabi l ization Fund 
Nation a 

I. C~pool t ion of the Pund 

l . The Pund shall consist of gold, currenc i eo ot member 
co·untrl es , e.nd aecuri ties ot me:nber- governmen ts, which 
shal l be used for the purpos e or oteb i l1t1ng the va l ues 
of tho currencies of member countri es 'A'ith re s pect to 
each othor . 

2 . Each of t ho m~~ber c ountri es shal l be given a quota 
wh ich shall ~epres e nt i ts pnrticipation i n the Fund; 1 . e ., 
the Oasis for its pu rchas e of f oreign exchange i n the 
Fund and i t s undertaking to provide assets t o the Fund . 
'Iha aggr ega te quotas of th e member countr ies shall be t he 
e qu i valent of a t l 6as t $5 billion . 

~ . 'Ihe quote tor e&ch member count ry shall be determined by 
an agr eed upon formula . The formul a should ~lve due 
we1g.i:l t to the important fact ors re levtlllt to th e de t er ­
minat i on or quota s , &. g . t a country ' s hol d 1nd8 o f go l d and 
f o r e ign e xchon,6e , the magnitude of the f luc t ua t ions i n lts 
bn.1.ance of in t e rnational payments , and i t s na timal 
i ncane . 

Ea.ch member c o\Ultry s hall pr o vide the Fund with 50 perc ent 
of 1 t s quota on or bef o r e the date s.e t by the Boo.rd of 
Direc tors of the Fund on whi ch the Fund ' s operations a re 
to begi n . 

4. The in1t1al paymen t of each c ountry cons is t l ng of 50 pe r ­
cen t of its quota sha ll be 12 . 5 percen t in gold, 12 . 5 
percent in l ocal currency , and 25 percen t in 1 t $ 0 ·11·n 
( 1 . a . , gover nment ) i nteres t - bear ing s ecuri t ies . Howe ver / 
an y country havin g l ess then $300 m! ll ion 1n gold n eed 
provide initially only 7 . 5 per cent of its quo t o in gol d , 
ond an y country having l ess t han $100 mill ion in gol d 
need provide initial l y onl y 5 percent of 1ts quota in 
gold , the con t !"lbu t !on o f l ocal cul"'ren cy bein3 increa sed 
correspondingly . A coun tr y may , a t its op tlon, subs titute 
~old for 1 ts local cur-t ency o :r securi t i es in meeting 1 ts 
quo t a requiremen t . 

5 . The member countrl6s of the Fund may b~ cal led upon to 
make further provision tow&rd mettinJ their quotas a t 
such times , in 3Uch amount s , and in such form 88 the 
Board of D1re c tot $ of the Fu.nd may det&rrn L-n e , pr ovided 
tha t all coun t r i e s ~ hall 06Gt their 1uo t as pro r a t a , 
and provided tha t a four- f!ftho vo t e of the Boar d shall 
b~ r'C...tui:rcd for sub sc.~uent calls to mee. t quoto.s . 

6, Chsngbs i n the K.Jareget~ or proportionatu quotas of 
rr.emb(. r countl'l.:s shall be. rrede only wl th t.'1(;. appro vc.: l 
of b fou1'- flfths vo te of the Botord , 
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It . Powers and. Operatlc:r'ls 

The Fund shall ha ve tho rollowlng powers : 

1 . To buy , sell, and hold oold , currencies , bill s of ex­
change , and go vo rn~en t bonds of member countr ies ; 
to accept deposits 8nd to earmark gold ; to lasu e its 
own obl13atlons and discount or offer them for sale 
1n me~.l:>er countries; end to act as a cl ear l ng house 
f o r the s ettling o f 1n ternet1onel movements of' 
balances , b11ls or e xchan~e , and dol d . 

All member coUJ'l trie s ogree that all of the local curr ency 
holdln~s shall be f ree from any restrictions as t o their 
use . This pr ovision docs no t app l y to abnormo.l wnr 
be.lances acqu11•cd ln accordan ce wlth the provisions of 
II-9, bel ow, 

2 . To fix the rates at which 1t will buy and sell o ne memb e r ' s 
currenoy f or another , and the rate s in local currencles 
ot which 1t w111 buy o nd sell gold . The guidi ng pr1ncl ple 
in the f i x ing of such l' a tc,s shell bo 9tab111ty ln exchan~e 
relationships . Chan~cs ln these r ates shall be made on l y 
when Gss~nt1Al to correction of c f\ll'ldrunental disequ1l1b ­
rlum , and only w1 th thti approval 01' four-fifths or memOer 
votes . 

To sell to th e. l'rc~sury of t;ny membe r count1•y (or 
steb 111zat1on f'und or central bank uctlng as its agent) 
a t n ratG of exchange de te rmined by the Pund curroncy o f 
nny niemb6r country v,thlch tho F'u.nd holds , provided that : 

n . The f ortign exchange demo.nd6d from th e Pund is rt: .. 
quired to mtGt an adverse balance of payments en 
currcn t account ''"1th the country whose currc..ncy is 
be ing dcmf.nded . 

Q . 'ihto nc t ocquisl tlon by th o Fund o r tho currency o f any 
me rnbt)t' count-ry shell net excoc..d d u ring the first year 
of the op ... t·at1on of the Fund , ~ quota of th a t 
country; it shell not c.xc~tid durln6 the fl:r st two yt.o.r r 
150 percent of .such quota ; nnd thcrea.ftor 1 t !Jhal 1 not 
cxc6cd 200 pc.r ccnt of such quotu ; except that upon 
spp'r•ovol b;· the. Board of Direc tors , the Fund may pur­
chesc an~· local currency in cxcoss of the se limits , 
pr-ov 1dt.d the t : 

1 . The country whose curr1.;ncy ls bi:.! ng cc~ulrcd by 
th.<i Fund nor c.cs to adopt e."l:d cnrry ou t mcnsurt..S 
re.com.."tlcndcd by t.11. G Pund dc.sie;n<.d to corr .. ct the. 
d1sf.qu111br1um in th€. country' s bolu nc< of p&.y­
mt nts , or 

ii . It .ls b .. 1 1(... vcd thct the Mtlc1,at.:d bo.lnnccs of 
pnymc.n ts of the country whost currt nc;· 1 s b~ ing 
1Jcquir1..d by tho Fund t.rc. such us to wc.rr;.nt th e 
~xpc.c tc. t!on thot th' excess curren cy hold1nJS of 
th"' Fund cLn b .. d1S?os.:.d o f wl thin .:i l"' e:osc..'l&blc. 
time . 
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c . 1Hhen the net acqu1s1 t1on by the Fund o f any local cur­

rency exceeds the quota f o r that coun try , the country 
shall depos1 t w 1th the Fund. a speciol r e serve i n 
accordanc~ with regulatlone prescribed by the Board of 
Dl rec tors . 

d . h d1 nrl6 at th~ ra te or 1 ,ercent p~r annum payable in 
gold shall b ~ l evied against any membljr countr~ on t he 
amount of ! ts currGnc y 1n the Fund in e xcess of t he 
quota o f th& t country . Abnorma l wo r balanct.s ac­
qu lri.;d by tilt. F'und shall not b e included l n tht1 com­
puted be.lance of local currency usc.d ~s a hr.sis for 
tht nbov~ cho ro~ . 

c . When the F'und ' s ho ld!n ~s of' 'the local currency of o. 
mt mb<..r country cxct.~d d"l<. 4uot& of thPt. country , upon 
I"L:.}Ut.S t by the. mczr.b .. r count'ry the f"und Ghall r t;scl l t o 
th\. mc.mbt.r c oun t r y the Fun d ' s c. xcesJ holdings of the. 
currency of tha t co unt ry f or- ~old or acccpt8blc for c.1gt 
t. XCh& . .'106 • • 

4. The r1.Ylt of fl me:r.b•.r country to purcho.se fo r e i gn exchc.nge 
rr~-n the Fund •,o.1 t.>-.1 1 ta l occ.l currency to the amount of 1 ts 
~uoto. f or the p.Jrpose of neet1ng fi n c.dve r se bDlance of pay­
ments on cur~en t cccounc JS r e coon!zed, subj ect to the 
limit£1.tlon ln I I - 7 , below . 

5. ·.ii th the approve! of four- fifths of the monbe!' vote.s , the 
Pund in ex ceptiono l clrcumstnnces m~y sell rore1on ex­
ch unoe to c. me.nber co untry for· lt5 loe.::i.l currency to 
focilit~te a tronsfo r of capltol , r epaymen t or 6djus tf.Jent 
or a forelgn debt , .!.rtc lud 1ng deb t s nl~c~dy i n defcult , 
v1hen i n the jud,grnt.nt or the Bo ... rd such c. transfer l s de­
sirable fr-o:n the po!nt or vi e\•;· of the general 1nternnt10.,,o· 
e cono11ic sl tuo tl.on . 

6. When the F~nd • ~ holdinua cf any partlculcr currency dr op 
bel ow 15 per cent of the quote. of thc.t country , end after 
tl1e Fund ~·ill ho.ve used for a.dd! tlon:;.l purchnses o!' th.::.t 
currency , 

n . ·aold tn .:in hJDount eq;ueil to the country's contribuf.lon 
of 3old to the f.'und , md 

b , The count;-y' s lnti::rest- bcnrlnl obll,&..it.lons o rlcSin.:i.lly 
contributed , 

the Fund ht.s th& a.uthor'l t> ~cl the duty to r ender u repor t 
to the country embody!~ t.:n ~no.l ysis of' the c::ruses of the 
depletion of lts hold1nJS of' th{;t cu:r•rency , a ro:rcccst of 
th(! prC"spectlve b t.lo nce o f pci~·ment in the ubet3nce of 
spec i ~l mtt.sures , wid finvlly , recomrnendi..t1ons de~l~ed to 
1 ncret.sc. tht. rund • s hol d;. n..,s of in !"~t cu~rc.ncy . The mem­
bE. r of tht. country in -tue s tl on should b!! :. mt?:nber o!' the 
Fund corr.mltt61.. L . .>flointCid to draft the raport . This re.port 
should b~ !1.n t to ull munbLr countries er.nd , lf dtGmed 
d£slrtiblt , may bt m~.de public . 

~1tmb1. r countri"'s a.:;r~<. th .... t they wlll a; lv<.. l1rJ11~d ia tt c.nd 
Cl.r<.ful ct t c. n tlon t o rc.. cotruncnd:l. tlon u m~dc.. by th Et Pund . 
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7 . '.\'hene ver it becomes evident to the Bo&!"d or Directors 
that the demand for any pa rticula r cu rrency ls pr oceeding 
a t u. rate which d ives early promise of exhausting the 
Pund • s hold1t1~ s o f tho.t currency , the Bot.rd of Dii·ectors 
o f the Fund shal l in.form the member countries of the 
probable suppl y of th 1 s currency and of o. proposed method 
for its equitable d1str1bution, together with 3u.Joest1ons 
f o r help1nd to e~ua. te tho a.n t1c1pt.ted de1nand ond supply 
for the currency. 

ni.e Pund shall mo.ke e ve ry eff ol't t o 1ncreuse the supply 
of the s carce currenc)T by ac4uir1n g tha t currency from 
the holdi no s of member countries . n1e Fund rony make 
special arra.ngements w1 th eny membe r country for the 
purpose of ?rovid~ ng en energenc y supply under condlt1ons 
cppr opr!ate and a cc eptable to bo th the Fund nnd t:h& 
member country . 

The ~r1vlle~c of uny count~y to oequlre ~n amount o f 
oth6r currencies e ~uul t o o r in e xce ss of 1ts quoto 
shnll be 11m1tod b y the n ecessity of cssurlng an e~pro­
pr ia te distribution ~mon~ tho various members of any 
currency the supt)ly or which la being e xhc.usted . The 
Board of D1 r~ c tors shc.11 de ttrm 1ne tt't £ upportlonmen t 
of s ..lcs of such sccrce currency , r.. nd l n ~uch opport1on­
mont 1t shi:.11 be guided by the pr J.nc i plt: of sa.t1sf y1 ng 
th e i:.1os t urgein t needs f r om the. point or vlt w of the 
gc.n(; rt.l 1ntt.rnutionc. l 6conom1c sl tulltlon , and it shall 
cons ider the spc:ic1t.. l needs r .. ,d rt.sour ces or the pc!'tlcu ­
lt.:r countrif.S mu.kin~ the. r i...qui;;s t for tht set-re & cu:r-r~ncy . 

8 . In 01•dt:.'t' to p~'omote th6 inost e f ft.ct1v£.. u~c or t."le 
s vt.ilc.bl t v.nd ..,ccumulu tlng supply of f ortidll exch!...n 3e 
r (.SOU!' C6 S of mcmbc.t' countrie s , c.e:.ch m£mb c.r country 
cgr c.c. s tht.t it will of'f c r t o sc.11 to the Fund , for its 
locc.l currency or for fore ign cu'f'!"cnclE.> S which l t n0£ds , 
611 forL1 gn excha.n~~ o.nd gold it ncqui r ' s 1n c. xc~5s o f 
the umount it possessed ~h en joinin5 th~ Pund . Tho 

~ · 

Pund mf.:.y ncct pt or rt.jcc t tho offer . · 

To e.ffc ctu:.t'- this objt etiv1.. t.uch m~mb ... l' countr~ !l.grc.cs 
tc dlscourr.6t the unnvc es s ~r; accumul ~ tlon of fore ign 
b t. l uncc.s by 1 t s nt..tionuls . 'l'h11,. Fund sh.J.11 lnfo rm any 
mc.mb.;.r countr y whc.n , i n .1 t!l oplnlo.I') , uny furth&r gro•Nth 
o f pri vc. t cly .. hc.l d for1..1t,Sn br.lnnc1,.S !.pptt.r s unvr:lrruntc.d , 

To buy from the. c;ov~mmcn ts of' mcmb• .. r> countr !cs , ~bnormnl 
'"'::tr bt1lc.nc _s h e l d lr~ oth c.;.r co\lntrif..3 , provided o.11 the 
follow1na cond! t 1ons ur' met : 

Tht.. (.bnormol 'l'Cr bt:.lcnc's :..rt.. ln c c:nb :r countrie s 
:..nd :~re r ... port~d t..5 such (fo r the pu rpot.c o f thl s 
pr-ovl:iion) by the. mcrnb r JP V• rnmcnt on dote of its 
bt.Comln3 r. mc.mbcr . 
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b . '!he coun t ry selling the obnorrno.l war balMces to the 
Pund agr ees to t r ansfer these balances to the F"Und 
and to pvrchose bo.c!< from the Fun d ~O percent of 

c . 

d . 

e . 

r . 

g . 

t.liem with .30ld or such free curr encies us the Fund 
may wish to acce pt , at the rote of 2 per-cent e yetJ.r 
be~lnning not l o t.er tha.n three y6 n~·s r..fter- the dc.te 
of t r ansfer . 

The country in whi ch the o.bnor a\!11 war bolc.nces nre 
held ag:•ees to transfe'r those blll0:nces to the Pund , 
and to purcht.so bock from t.~e F'und 40 percent of the:n 
wi t.ll 60 ld o r !luch cut'rencies i..s the Fund ma.;• •1.•ish 
to o.ccept , Gt the r:i. te o f 2 pfJ rce nt o yeCi.r beg inn ing 
not l!i.t er thun 3 .;•eurs n f' ter the d:.te of trD.nsfer . 

A ch ~ rge of l percent , ln e~ch c~se payable 11'1 
gold , sha.l l be lev ied a.gains t the country sel ling 
its obnor mal we r bc l ancea und uo~1nst tho country in 
which the bt;.lonoe e 0:re held . In uddi t1on n ch~rge 
of l pe1·cent puyoble 1n gol<l shall b e l e v ied nnnunl.ly 
&g&lnst et.ch of them on thei t'.l."?loun t o f such b nltJ.nccs 
remoln lng to be r~ µurch~sed . 

If the coun try sellln& o.bno r mt:.l •1: i:..r b t:.lunces to the 
Fund t:.sks f or f oreign excht..nje r.::ther then local 
currcnCj' , lt must nl od tht f ort..l3n £:XchC.nJt.. for 
the pu :tpose of m~et1n,5 c.n ti.d.vc. r st: b c.l"nc e of pay­
men ts not o r1s1ng t'rom the o..c:iuisitlon of gold or 
the (l.Cc umulo. ti on or fore ign b c.loncos or oth<.r 
copit~l trans~ctlons . 

E1thi.r country cun , c. t 1 ts option , incrvcse th!I 
runcunt 1 t . re,)u rch~ses c.nnuoll)' . But , in t.)\c. cc.so 
of the. coun tr~ which sold tibnorm:!l wcr bc.l a.nccs to 
the Fund., not ltlort. than 2 ptir cc.nt pt.:.l" ~nnum of the 
or iginr.l su..it to.kc.n O V(;r bj• th<.. Fund sh:..11 b•.:Comt 
frL t: , Lnd only c ft(r } ycu~s shnll hc v t c. l~psed 
sinct.:. tht.. S>.llc. of the b(..lunccs to tho Fund . 

Th~ Fund shall be. f:·~c to d lspOSG o f CinY of l ts hold­
inbS of c.bnor::nc.l ·ut..r b~!lc.n6:.::s i n th" forn1 of free 
funds Jtt.r the 2) ycr.r p1.ot"iod l:l p nsst..d , or soon ... r , 
prov1d"d 

1 . lts holdln~s of t.ht. f!'1...;., fundE of th~ country 
ln wh1ch tht b.::.1.-•nc e:s ~. rt. bG1nt; htld t.:.11 
b t low 15 j.)1..r>c c.nt of it.& 4uot.:.. ; o r 

11 . th~ .:-pp rovc-1 1 s ob t ni nt.:.d of tht country in 
i.\"htch the b .... lo.ncos -:..:-c. held . 

h . Tht. coun t~' :i' ln ·,oi·hich the. c.bno rm'-1 w:.. r b t.l c nc c...::; o. r-c 
ht;ild t.g.rLGS not to Impose r_n~ r<.::1 trlc tlons on tl"\Ci 
USt. or thr.. instt.lll'!IUl ts. of the. 40 .,X.. l'C<.nt portion 
grc.du:!lly to bt. r t.purch c.sc.d by tht country 0·1rn1ru 
such balo.ncus . 
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1. The Fund on lts pMrt agrees not to sell th e obnormol 
war bolonces c cquired unde r the cbove ou thorl ty , 
except w 1th the pennlsslon , or tt t the rt..tu &s t of the 
country in which the bc.lc.nces n re being held , but 
the Fund cun lnveet these bc.lonces in l' Ogular or 
specic l governme nt securitle.s of thvt country . The 
Fund sh&ll be f ree to sell such securl ti es in c.ny 
country provided thut the approval of the issuing 
government ls flr s t obtc.lned . 

J . '!he Fund sh:..11 determine froo time to time whr.t 
::ihol l be the mo.xlmum proportion of the ti.bnorma l we.!' 
b t. lc.nces 1 t co.n .o.rfo:rd to tctke over under this 
prov ision . 

Abnorn~l wt.r b t.lt-nces :.i.cqulred under this provl !lion 
shall not be Included in comr1u tln13 the c.mount of 
forei..;n e~~~~n6e ~v~il~ble to member countries 
under their :iuotaa . 

10 . To buy o.nd sell currencies of non-membor countries , but 
sh~ll not be authorized to hold such currtncles beyond 
sixt~· dLys c.rte~· d&te o f 9urchtize , c.xcept wlth the 
C.p.)rov:..l o f four - fifths of the: r.1embc;r votes . 

11 . To borrov: , ... t such !'t. 1.L !i :.s Lh(. Fund m:.:y rc.ico:n.mc:nd , t.11;e 
currenc~· of ;;.ny countr·y , p rovided fo •.1r- f'.itt.~:::i of the 
membc.r vot~s ~.pprovG the te!'ms of such borl'ov.1ng . 

12 . To &.el l mcntber-countr} obli~L. t1ons owned by the Fund 
provided the reprt:.cnt ... tlve of the country in v.hlch 
tbe s<.curi tie:s '-· re. to b~ sold i-pprov(;.s . 

'Po uet. its boldinos tO obt1..lr: rt:d1$counts or t:.dv.,..ncos 
from the cen trt.l bc.r.k of c.ny country whost. currency 
thL Fund r~1u1r~s . 

l~ . To lnve$t t.ny or its cu :-:r-cncy holdln:.,;s ln 11 short- term11 

Se.curl tlt.s -- corr.merclt:.l o?" 60v .. mmcnt -- o f th.ts country 
of thr.t curi'ency ;>rovldcd fouI'-!'lfths of the mcmb1,,.r vott. a 
£1.pp rovc. , £.nd provided fu.rtla.r th<;. t the t.ppro vini:; vot~s 
include. th t of tht Bo t.rd rc..:i:•c.sc.nt•-tivu of tb' country 
ln vh 1 ch t.Jtc. 1 r1v cs tnx.n t ts to be. m~odCI . 

14. To l c.r.d to •~ny mcrnb..:. :-- countr"j' loc ... l curt"c.ncy fl'om t.'1-\c 
Fund for ont. yt. :.r Or" l e. s:; u p to 75 percent of the 
c •J!"t'c.ncy of th.,. t countr:; held b: the. F'und i)t"O v1c!c.d suo."1 
lo::n is Ol);-•r·ov1..d by four - f'l.fths of thc. ori<..mb.:.. r vot,s . A 
countr:,· borroVling such funds shull pc.y lnt'"r' st to the. 
rund t i. reit<. to be. dL tf..rm~ncd by the. Bo ..rd . 

15. To :ni:.l~c - s~rvlc.:.. ch t.l'Jt,.t of l/h pc.rc '"nt ot• rnorc on rJ. l 
.... xcht. nu1.. :Jid ~old t1•nr.s ct: ons . 

To l1,,.v1 upon mc.ntbt.!' countrlca t. pro r c t i. shtil'\. of the 
1,..Xpcnz ... s of opt.r:J ting th<. Fund , p~y ... blu 1n loc:...l curr~ncy , 

!'\Ot to C. XCLt.d . 1 pt..rct.nt p ... 1· :..nnum of thL 4uott. of c ... c.11 
country . The. lc v,)' nt.y b<.. m .de only wh"'n th(. t.' 1•n1n..>,s or 
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the Fund ere inadequute to meet 1ts current exp~nses 
ond only wi th the cppro vc.l of f our .. flfths of the member 
votes , and only t.o the e xtent neceasor,• to meet its 
current expenses . 

16 . The Fund sh, ll deol only with or through 

c. . 'lhe govemn:en t5 of member countries 1 

b . Tne centrc l bc.nks o r ft sct.l ::. genclcs of those 
countr i es ( 0cnd then only with the consent of the 
member of the Boc rd representing tho country 
in 'IU••tion) ; a nd 

c . Any internation al banks owned predc~.ioan~ly 
by me:r.ber oo v t:i:rnmc;:n ts . 

An e xception to the ~bove limita tion is th ... t the 
Fund may / w1 th the cpprovn l of the rner:ibt:r of the 
Board r epr esent lng the 15ove nimen t of the count ry 
conccrnod , ~ ell l ts own securities , or secur1 tlcs 
1t holds , to the p.ibl.1.c or to institutions of 
membtr countr i es . 

III . Mo:ietnry Unit of' the Fund 

1 , The monet~ ry unit of the Fund sh~ll be the Unit~• (o'll ) 
cons ls tlng of 137 1/7 gr o ins of f!n o ,;old ( oquivc l en t 
to $ 10 U. S . ) . The <.ccounto of th<> Fund sholl be kep t 
and published in t f. rms of Unltt. 5 • 

2 • The vclue of thfl currency of t.~Ch member country ah:..ll 
bo fi xed 'by the Fund 1n terms of gold or tho Unitc. s 
n.nd moy not b € c. ltercd by c.ny membEr eoun tr:; w1 thout 
the o;>p rov r.l of t1e Fund . 

; . Deposits in t t rms of Un lt ~s accopted by the F'und from 
ncmber countrie s upon thv dcl l Vt~· of gold or Un1 t o. s 
c r ed1 t t o tho F"lind shu l l b6 tr:i.nsfGrable c.nd sh~ll 
be re:dcomnble 1n gold or tht cur:-oncy of aiiy mcmbt. r­
countl"y :.t th e r."~te es t c.blishcd br tho F\lnd . 

4. No cho.n &c. in the vl! luo o f tht. curr-cncics of member 
coun trl c.s sha l l be.. p<. rmi tt1,.d to r.. l t ... r the vt. lue 1n 
gol d o r Un!tc. s of the c.ssets of th~ F'und . 'll'lus , if 
tht:. cu rren cy o f c p a rt1c1p:.i. t1ng country should de ­
p2•e;ci t- tC (ln t e rms of' gold or th& Unitc.: s) , tha t count2•y 
mU$t d cl !. vt r to tht. Fund o.n emount of its l oc u l cu1•rt.ncy 
eiqual to tht d ccrt.o std value of tl: o. t currency h e ld by 
the. Fund . Liktwisc , if th<: curr€.ncy o f c. pfJ.r'tlcul~.:r 
countr:,• should up pr'oci t. tc , the Fu,nd must r._ tum to 
thc.t country un c.mount (in tho curr~ncy of thc t count r y) 
c.quo.l to the. rt.sult1ng tncroa sc. !n tht. ~ld or the 
Unl t o.s vc.luo o f tho Fund'$ hold1t!Js . Tht. s:...mc pro­
v ision s sholl c.lso opiJlY to tht s t. curl ti t. u or member 
countr11..s h e ld bl· tht Fund . Howe ve r , this provision 
shc.11 not r.pply t o curret1cics c.c .1ui r ... d unde r II - 9 
( ~Onormo l wo r bulcncos ) . 
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I V. ~:anosemsnt 

1 . The admln!~tretion of the f\Jnd shall b e ve sted 1n 8 
Board of Olr oc tor& . Ench gove rnment shal l eppolnt e 
dl:re c tor and an alte rnate, in a ma.nnt: r detormlned by 
i t , '"no shall s ot've f'or D period of th r ee l'ee. rs subj e ct 
to the p l easure of thelr government . D1rect0l'$ md 
a l tei•n a t e s moy b e r eoppol n ted . 

In D.11 voting by the Boo.r d , the director o r alte rn&te 
of ench memb er country shall be entitled to cast a 
number of votes to be agre ed upon . 'The d1str1butlon 
of voting power sholl be closel:, rel u ted to the quo t ns 
or membe r cotmtrie.9 , olthough not in p:rcc l sc propor­
tion to th~ 4uo t as . An tippr opr !Clte dlstr-!butl on or 
voting power woul d sc.orr. to b t. the f ollov.lng : E&c.ii 
count ry shall h~vc 100 votos plus l voLo for the oqul v­
alent of 6ach $ 1 mlll lon of its q uota . 

Notwi thstandlng the approved formult f'o r dis tr!bu ting 
voting power , no r£ipr1..sen tu tl ve shDl l ct-st mo r e th m 
one-fourth o f rh e u_,cp'Lt,;.Cate vo te:s rcg.....rd l 1;1s s of the 
quo t:i of ht.s country . All d'" clsions , G.xcept v.•her& 
s_pcclflccl ly p r ov ided othC1 rwist. , shall be. ~de b y a 
mnjorlty or th<. vo t es c c.st . 

2 . Tho Board of Directors s ho l l select o 1.•1m o.ging Di rector 
of tht- Fund u.nd o ne ol" mo r o r.sslstants . The Mn.nnging 
Di r e c tor sht;,ll b <..CCk-ne ox o fflc l o u r.u,mb(,.r o f the Board 
ond ~o oll b t chlef of tht optr oting stof l or tho f'und . 
The Managing D1r-e ctor f..nd thr. &!:isist enta shull hold 
of'!'ice for tv"o yei~ rs , s h~.ll b e el 16 ibl e for r eelection, 
o.nd muy b e. J'Dmovod f o l' CflU$L at v.ny time by t.li e Boo.rd . 

The Mcn ag l ng P!'f"t;;ctor of the Pund shnl l s e l e c t the 
ope r ating stn f'f In o.ccordb..nc6 with regula tions es t a b­
lished by th t. Boo r d or O!ructors . ~:emb1.ors of th<J stof'f 
sht-11 b (J nvailo.bl e upon request of memb\. r oo untl" ! <.. .a 
f'or consulta ti on ln connactlcn ·n·lth .l.ntc. rnat1onoJ. 
t-conomic problems und pol i cies . 

} . 'Iba Bo1rd of OlrGc t or3 shnll ~P?Oint from omong i t s 
memb ~rs un Excc u tl v~ Com:nitt~t to con s i st ot not le ~s 
thc.n c.l u vc n momb <.. rs . Th<.. Ch1..1! rm·.n o f the nour.j lh:...l 
b e Ch!i.l l'm\.ln or the Exe cutive. Cor:un1 tt6C. I e.nJ th(. 
~:o ne&(li n5 Di r t. c tor of t he Fund s~ .. 11 b t.: t;X of !'1 c1? 
u :;itMbt r of t h"' ;:;xecu tiv ~ Co01.-'l.l ttc.<. . 

':'ht S-:1.cutiv c. Co!l'.i:'l1 ttc.1.. sh al.L be con tinuo1Jsly 1.. vt:tlla.blo 
. th1;. h ... t.d o tflc t.. o f lht l'un d ~td sh c.11 ex(..rc l so thCi 

c.v thority dcl cgutt.d to it b:, tht. 801.rd . tn th..: ob s"'ncc 
of on:; mc.mbc.r o l' the Exccutlvu Co:nml ttc.i: 1 his a l t~ rnn te 
shr.1 1 c.i ct Jn hls pl a ce . :~c.:nbc. rs o f the Exc..cutl vc Com .. 
mlttc~ sh~l l r~ cei vu ~pproprlnlc. r cmun e r o tton . 

4 . The. Boc..rd of 01!'(.Ctor s may r.p point such otht.r comm! ttcc. s 
{.S lt flnd:i n' o<.esar : for the. ::erk of the E'\lnd . It nulY 
... ls o t.J)po1nt odv lso ry co:runi tt~c.s chos .. ~ ""'holl! o r 
pt..rti t.l l y f t•o:n pe r s ons no t rc.gul i.rly c.mpl oycd by thu 
Fund . 
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5 . 'ft'le aoord mu; t..t U\f ~eetl.ng , b1 a four .. fUt bs vote , author l &e o.ny orr1cers or comm1ttees or the Fund to exer c ise any spec1r1e1 po~ere or tho Boord . Such power::a ahnll b e exerci s ed only un t i l the ne x t moet­
lnz of tho Bot. rd t.t1d 'hall bt e.>.tr cl:u,d in n manner 
consls tc.nt with tht J,tncrol pclic!tj.S r.nd prc..ctlcua 
of the Boo rd . 

The Boe.rd or D1rc.ctors mc.y not dele3u.t.(, , e xcopt to th€l: t>:.c.cutlvu Co:nm1ttt."' , uny o uthoi•ity -·h1ch con b~ t.xe..r­clsod only by o rour- f lftha vote . 

6 . Tht BoLrd , by G four- r1tth1 vot~ , i::iny tat~bl1sh r'gu-1:::. ttons ,>ov .. m 1ns th.4'." opt.r ... t.ons or tht.. Fund, a.nd the. 
oJflc<..rs l.nd c<::m:l1ltt.,<. s of the.. Pund shi.11 be bound 
by such rtgul~t1onn . 

7 . 'r.'lc. Bou rd shc.11 hold one c.nnu ~l m:c. tln3 t.nd such other °"~tings LS lt n~y bt.. dts!r~blt to co.~v.ne . Ori r~qu<.1t of c .. m.b• r countrt~s c .... stln& one - fourth 
of tht. vott..s , tht.. cht.11"".nt.n ahi..11 c G.11 '· mi.. ... tlng of th<. 801,;.rd for the. purpos\,. or consld~rlno t:I!'\)' mutt1. rs 
pl ncc.d b1..l'or.. 1 t . 

8. A countr) f &lltno to me.ct 1 te obl1.:aont1ons tc th' Fund 
a.li.;.ll b' d ... cl:.r<.d in dcf'oult .Jld c.~} tk.. suspended dur-
1n& th.; ,...r1od or it, di.ft.ult provld<.d c. ma jority of 
the. l'IK.mbc.r vot ... s so dc.c1dc . V.'h! l t. und e r f!Usp&nslon , 
o country t n dcfc.ult 3hl.ll 1)1 dcnit..d the. p r 1vllLJ<..S 
of mcmb .. rship but oh:.;.11 b\ a•ibjc.ct to the. sc.1H.:. obll3::.­tlons c.s c...ny oth""r :n .. ::-:.b .. r oft~ Fund •• ~hc,n ' countr-"} h s b ... t.n !n dc.f!:.ult. '.nd unJ., z• :J'lsp .. nstcn for two )'G~r~ 1t sh._11 .uto=i.:itlc·.11!,' b. dro ,> .. d from :i:.i.:mbt..1"3hlp !n 
the F;ind . 

An:, country mo;• wlthdrt.w from Lh' Fund by giving notlct. to th~.t (. fl t.C t r.rt::i 1 ts t.:1 th ~rc.,~l will t .kt. c.fft..ct 
two :,c. .. rs from th'- d . tc. of :aieh not.le<... :>-.irln3 ti;.c. 
tntc.rv'l b tl' .... t.n not1cG oJ w.Sthdr·.w:..l w.nd the. tf.ktng ... rrc.ct of tnc. notlco , suctJ counLt'y .sh 11 b'- !iubjlCt Lo tht. ~tmt.. obl l.,1.tlons as un:t· otht.r nh.JnbC!" of tho 
f'und • 

..\ countr:, ch .. ch 13 1ro ... d, nr -o:'h!ch "lthJr·w;3, (TO:' 
rr.<.r.:b ... rehlp sh.11 h v !".Lul'n d tc 1t JI mcunt 1n lt3 o'"" curr nc:. " ~u .l to lta c(')ntr1butld 1uot:. , plus oth~r obl!,; .. tJons of tht. r:'und to t.h1. country , nnd mi nua ttny sum du(.I fr-ca. th_t country to th .. Fund . Any- r(.:.llzi..d 
loss~s o f t~u .. ?und m-) b d"'d'.Jct d pro r t~ froc th. 
con tr! but J -i\JOt- to bt. r t.\lrn d to tn coW'!tr:. dr<>.-J.r1'-d or wt :.hdr wing fro:-r. mt?T.bi;,.rsh1"' . m .. Fund ~ .11 h v .... 
f1vt. :,·L rain ·itllch to ll1u ld .l• ite o'bl1J, ... t1on to such 
count1"'~' , .hr.n •ny countlj •1,l thdrrws or l!.i dropptd rro:n the. Fund, tht rlijht :. or thL F"und sh --11 b1i. i'ully a~fc-
.. 1. r1 d . 

9. ••. t u:"orl t:: c. .m~ d b~ th,_ Fund aht.11 d1 ¥ trlbuttd Jn 
tJ.i followJ ng rn' nnc. r i 

• 50 pc rci,.nt to r<.s1i.rv's until th'-- J' ecrv .. s ~r ... 
'-'.'\U~l to 10 pt..rc t..nt of th ... A" .5 t contrlbut t d quot·. or th. Fund . 
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b , 50 percent to be dlvlded eoch yeor nmon 0 the mem­
bero ln proportion to thelr quotGs . Dividends 
distributed to e~ch countr~ sh~ ll be pa i d ln 1ta 
own currency or l n Unl t~• 't the d1ocret1on of 
the Fund . 

V. Poltcle1 or Ue~be r Countries 

Each member country of the Fund underttAes the follow1.t10: 

1 . To ~~1nttin by Lppropri Ltt.. ~ct1on cxc:hL'"I JE r~c~s 
t.at:..bllshed by the Fund on the eurr c. ncl &s of othe r 
countrlos , t.nd not to .:...ltt_ r cxchc.ngc r c.tcs exc ept 
wl th the conecnt of the Fund ..nd onl!>' to the ex tent 
Lnd in th<. d lrcc tlon ~.J . .>rovc.d b~ tht: F"und . fxchc.n ~c. 
r c. tta or mcmb r countri ... s mu~· bt. ;>t. rmltt1,;d to .fluctu ... 
:.tc. '"'1th. n : spc. c1t1t..d r c...ngc. f lX\:d by the F'und . 

2. To t.b, ndon , -O soon c.s the rn.Lob r countr: dc.c ldc.s 
th~ t ccndlt!ons perm:t, :..11 r"otrlct1ons !:-'"I d eontrola 
ovt.r tcrt !~ c xch ... n~~ tr:::.:s ... c t1ons ( oth1..r th ...n thoac. 
1n volv1n.; c;.;>1t .. l tr::.nsf ... rs) •1th cth r 0c.zb_r countrt ... a , 
-nd not to 1r.i,osc. dd! t1 cn· l r atr1et1ona wltht:ut tht.: 
r1pp:-ov c.l of th Fund. 

'the Fund m: y m· L<. rt.p:-.. !;tnt· t1on:t to nc.mbi.. r c ountr1 ~ 
th-..t cond1 tlo:'t 3 i~~ f:.. vo r~.bl .. fer the;. t.bc...ndonmc.nt 
of r ... etrtctlons c:.n d cmtrol:i ovc. r f o r \ i,;n c.xchc.n3 ... 
tr1.n .occl l ono , c.nd t.!. ch 111 .. mb ~ r coun t. 1·~ eh:...11 3ivc. co n­
sldtr· t1on to t.ht 'I"f..p r c.s ... nt tlona or the F\ind . 

~ . To coop r t ir ff c.ct1vtl} with oth r m' mb r countrl 1..!I 
'l..h1..n ~ch coun t r1 -. s , "'' 1th th1,;, t. ... ,. r ov l of th€ F\J.nd , 
Ldopt or ccnt!nu"' ccn trols f o r th<. ,:iurpost. of r€3u-
l• tine lnt ~rn tl c n _.l :.ov..aolnta o f c!.p1tt.l . Ccop ... r-t1on 
sh·ll lnclud'- , upon r.:.coc.olnd t1on b! the. Pund , a. .. aur s 
the:.t c::..n -.,>propr1 t c. l :, b~ t:.ktn : 

::ot. to cecp t o r P' !'olt .... c-lu1s1t.1on of de.posits , 
s~eur1t1,a , o r 1n v~ stmcnts b) n t1on~ls of ~y 
mc ml)'-r countr y 1mposmg r 1.. !11.r1ot.1on:s on th.;. trt.ns­
f c'r" or er p! t~ l e xcep t vrl th LhG p rm1es 1c n of the. 
Oov l'Mm ~nt o!' t h· t count.r~ • .nd thL Fund . 

b . To m·k~ vr. 11 ~ 01 .... t (I thi;. Pund or to the.. Gov ... r n­
mGnt or .ns memo~ ~ ccuntry rull lnform~ t ! on on 
c.11 p r o., rty _: n thL. fom o(' dt.,)Otits . !Ccurt.t1. 3 
...nd tnv .... t~nts ,,r th n tlcn: ls o r th t c ... cb r 
countr~· ; nd 

c . Suen ct~. r ni su:- s s th Pund ~ 11 r ... cm-..o nd . 

t. . ;~ot t.o ~n t .. r u,.,cn ..n:i n_.,.. b1l tr l t c r c 1Y1 <..Xch-n,:."C 
cl "'~rln& rr: n_. o: nt.e L XCcpt •r,1 th th.. :..;>_>rov_l o f th.., 
Fund . 
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5. To g1 ve consldero.tlo n to the views cl' the Fund on any 
ex la t 1ng or proposed mcnetar; or econom ic policy , 
the effect o f v.h lch would be to br in~ about sconer 
o r· later a serious d! s equ111br1um l n the ba lance of 
pe}·men ts o r other c ountri &s . 

6. 'l'c furnl s h the F'und Y.lth all info rmati on it needs f or 
1 ts ope rn t1on s and to furnish .such r ejl-c rts as 1 t atal 
r•e:aul re in the f onii an d at the ti mes r equested b :,· 

7. 

the Fund . 

Tc adop t &;>t)reo;n• i .- to leJ1Slutlon or decrees t o cal"r:, 
cu t lts undertakl'n&& to the F~nd bnd to fac il itate 
the actl vl tles of the i-Und . 

J 
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~7 Pram th• Y•ry eta.rt. and , i.Dde.d, betor• the cutbree.k ot thi a war, 

publ1o dhouuica a.11 on• tho world boa toouued on tbo ordor ot thin«• 

• hiob may oTontually • •rgo trao t.~o atrugglt between C.rmany and tho .Al lied 

pawora. The prinoip•l i uuoa ot the pe&oo progr .. o ... anating tree thh 

dhouuion oan already bo plainly dieoernod. 

lloat pr opoo&la publiabed hitherto ..... to take llJl .lllied viotory 

tor granted. Tho pouibility or a at&l•ato through mutual oxh..,ation hu 

oo•rooly boon oont..,platod , • bile tho poosibility of a Gonntln viotory ia 

generally i gnored. 

The relatiT• aerit• ot theee prediotiona aba.11 not bo d11cueaed 

here. BYer ainoe lllleon proolaiJPed that there 1hould be "no Yiotora and no 

vanqui1h&d , ft effort haa not boen lacking to diaaooiate the taak ot at.king en 

e.nduri ng po•o• i n people ' • minde from the military outoor:ne . 

It ia tho purpoao ot tho following m0111orllJldUJ> to suggeot trao a 

nett angle that , wbich..,.•r way hoatilitiea aay ocmie to a.n end, it will proTe 

ot ineeti.2.1.ble value if the Al l iea - 8'f'en at thi1 early atage - h&Te put en 

publio r eoord, in el ear and unmietakable t onne , the kind of poaoo for Whioh 

thoy &re fighting . Timely clarification or definite war aimo, in thie aenoo, 

i:u1t be regarded aa not only extrecialy helptul, but, in tact, indi1pen1able 

in order to bring thi1 war to a deeirable conoluaion . 

In •rri•ing at thi1 oonvlation we recognize that there are two 

tundamontally opposit e promia., : 

(a) One school ot tbO<Jght atarto trom tb9\>ropooition that Gonnany 

hu now ghon rin&l prol t or her inability to 11 ... on equal torso with other 

a&rop N.n 1tate1. Cou•equentl7 it con1ider1 it lcperati• • to ••a.ken Germany 

beyond hope or rooo.ery a.nd, with that end in Ti .. , t o break her up into 

aover&l parts . Onl y thu• could all ruture &ttcpt1 at politico.l and mllitory 
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oonoontr&tion be tni1tratod trc:m the atart. b•n the Veraaill•• treaty had 

not bHn IW'ficiently draatio to aobien tbio. A really onaebing pooco 

treaty aa1t theretore b1 dr ... up thia t1a1. 

ro thi• end. th•y either •d•ooat • \l.DD1t1gated •••erity t(lllr&rd• 

Germany and unoom.promi1ingly 1elf-intere1t1d proteotion ot their territoriae 

from t'Urther Oeni.a.n aggr111ion, or they plead tor a "•ore oonatnicti•e• 

aolution to th••• probl .. 1. They argue that the oreati•• aide ot the Gen:1an 

national charaoter would be gi•eo autfio1Mt ohMce ot de...-olopmeot it their 

int•roete were confined to induat rio.l and cultural fields, Thia oould be 

aohieYod by dopriYing tho Germano of OYory poooiblo loYor and hope of 

political initiative abroad. A certain «1otionl.l octDpenaation tor Gernan;r'• 

fonHr political etatue , according to thh riew, could be found in exploiting 

the antagoni• latent betwoo.11 her northern 1.nd southern pa.rte. There would 

be no dang•r tor t ho ro1t or DJ.ropo it th• atatea south or thu Main were 

permitted to form a union inoluding Aust ria, if not the Rhineland. Such a 

union aitbt well b<> oooncaically aucoesetul and might in time de.olcp a 

o&tional oonaeiouaneas wttioient to ot·taet •ovoa toward• a r••toration ot 
' 

Genian unity. 

(b) In diroot oontrut to this , tho other school or thought •tarts 

rra:i the proposition that the Voreaillea treaty and oapooially the spirit or 

ita application ••• too har1h, aDd that th• pr•a.nt war la it1 natural outeo=•. 

That trtaty haa brought to power the &ggr•••ivt toroea in G•rm.e.ny, a a such a 

peace aottleaiont might ht.Y\i done in any other aelt-rospeoting nation. A 

tuturo settlement , thon, would have t o aYoid all •ti.D:uli to a repetition of 

the att enaath ot Ver1ail l e1. Germany, in th•ir view, ahould b• granted a tair 

critic• ot tho Voraaill•• trtaty oonaid•r th• brel.lcing up ot Germany, under 

1 
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wbatner oirOW11t&noee, 1.1 4111.atro.1.a to the tutur• peaoe ot FA.arope. Jfn er , 

lo th• lo~ run, would th• OenDon people ou'ta!t t o thil toroed pt.rtition. 

Thia group would d.,ond a radical dep•rture rr .. all uper!a.eot• b&•ed cm th• 

old oonoeption ot "power politio1. " They oon1idor 0.lropo, and Germany w,i thin 

E)J.rope, aa ripe tor an att•pt at other aetbode, ta.king into •ore &dequ.ate 

account the Wl.derlyi.n.g eooncmic and aoolal tactor1. They regard •• a da.ngor·ou• 

dogma the view that thia war ot 1939, tollowing on preTiou• outbrealc• ever 

aino• 1864, prO'YU th• perpetual boll!ooaity ot th• Oenwi. Th• period ainco 

the Treaty of Veraail loa au1t, in their opinion, be regarded ae an abnor11al 

state ot ...tfaira whioh wa1 bound to result ia wholly extradodin1.ry reaotiona, 

au.ch a a th• aulaiaaion ot G•rm.any to an extr•i•t gOTern.ent . There are, in 

thi1 view, au ftioiont rel iable element• in tho Ool"ll.an ma.ko-~p to warr&nt an 

att•pt t o tors a n_. order in fu:rope in cooperation with a liberated Gena~y. 

proTided that •h• 11 not aado a viotia or nft grievanooe, and thereby again 

driv•n into ohannele of irrational 0101.pe. 

Th• Allied Government• , Nld each Goverm:ent which will participate 

di r eotly or indirectly in any eTentual ••ttlement, must dtoide between the 

aerita or th••• "'°o poi.nta ot v"io betore they on t heir part approach th• 

problem. ot peao• terms. 

If tho theory 1a aooepted tbat Germany ia bound to rftiln a nerarioua 

.1 .. oot in th• Qaropean r .. 11y or nation•, any proolam.ation or war aia• on 

tbie baei• can only do harm. &lob an aot could only contribute to tho 

prolooiation or the war. E'Yen though the G-enraan people art inorea1ingly 

oppo1od to th• N&tional-Sooialiet Oovormaont and fllbitterod by it• polioiea, 

it i o oloar that only • negligibl e minority or Oermane will deny their support 

e-...era to tho pre11nt r•glao, it the prea•ryation or tho O.na1.n nation 11 at atate • 

• • • 
Moat, it not &.ll, oonaideration1. on th• other ha.ad, support an 

.. 
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ot.rl7 doolt.ration ot tbo Allied poaoo Liao, lr a dopartolro t roa tho t r oat7 ot 

V•ro•illoo and ito philo1opi17 oould bo on•i•'&•d. Tho praotioal purpooo in 

proolLlai114; th• Allied poaoo pro,, .. would b•• 

(1) to tiilioh tho •t.r quiokl71 

(2) to reduce actuo.1 and potontl•l triotlon in 
l'l.lropo to a .mini.mum by a negotiated peaoo; 

(3) to ut •OYlng a a oblne,Y tor i)lr opean oooporation. 

Th• extre&.• laport.an.oe ot • ti.aely ola.ritic.atioo ot war 1.1-1 deriTe• 

not merely traa the ft.ct that it would re••sv.ro and ooneolidate oppo11t1on in 

Oen:iany and thereby oontrlbuto to the dlocroditing and undoing ot Ha1i 

dcaination . It h or •ital iaportanoo also tor tbo 1'>turo internal oltuation 

wi thl.n tbo Allied otatot th'"'1eol•••· All exporionoea ot th• laat war oub-

etantiatt th• lilcolibood that thi• internal taotor rlll tora ....... or 

acute anxiety tor all belligorant gonrmoento onco bostilitin are et1ded • 

• • • 
Looking &t it trom an international point of view there would b• a 

diet.inotly t•-..ora.ble r•&otion in C.raany to th• proclamation ot reaaona.bl• 

and defl.nlte peaoo al.ma , pro•idod that thio prool&11ation wil l b• oonYinolng. 

The Nasi GoYernme.nt haa 10 tar etreotiTely kept the German people 

free real i sing th• rea1ona that aade the All ie• go to w·ar. Sbwld it prOT• 

po .. iblo t o di opel the .,1 .. hitherto provailing in Gemt.ny, that tho Alliee 

a.re fight ing to cru1h I. young and ri1 ing nation whatever it• 111.dorahip, thia 

would be • trUJendoua •tep &head. 

Th• attWllpt to dieentagl• paot hiotory otfor• little proopeot or 
olari ficati on. However, tho vi1ion ot a oon1tniotive and tair peace, ae the 

pledged aia ot Alllod war ettorta, oould oubotantlally dlopro,.. the Hu 6 

explanation why war beoame n•~••••ry . Th• realiaation of Hitler 's inoapaoity 

to eonoludo ouoh a doeirablo P•••• would 1.ntonolt'y the dup diloontant whioh 

ia growi ng in O.rauy, oauaed by pt\yeloal diatr••• and th• apeot.1.ole or Waai 
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Tb• worldng ~l•• ••• 1.n Oerauy ••P•ol•lly &r• oertain t o break 
through their pr•••nt atti t ude or r .......... •hioh 11 partly ell>• to their 
dofo&t in 19~~. and &110 t o tho t&ot th&t they 100 no pr&ctio&l &ltorn&tiYO 
to th• pre1ent international deadlock. It a ••y out were t o tmerge clearly 
frQlll the pre •ent maze of dc:costic and toreign propaganda • hiob •nYelopa them, 
their gri oY&noee againet the Nati r ogitno will be felt to be no longe r 
to}erable and , in ao tar •• such discontent 01.nnot be vented in the heaYily 
polio&d taotory y~rda and military ra.nk1, it • ill tlnd an ev.n more ic.preeaive 
outl~t in the hemes and, through t ho women, ln the streets . I t 11U1t be 
realized that tho Gorman proletariat etill rot•in in oaaenco their int urnat i01al 
inolinationa , ev•n though the hop11 of CCIC".D&Jliam have boon ehatterod and 
disorod ited by tho l!itlor-Stalin pact . Thero o.ro lign1 that oven beyond this 
pr ofound dioilluoionmont all political crooodo have loot t beir bold on 
people• s mind• - a natur al outoca• ot the W•chiaTollian cynioim:n of bot h 
Ccmm:uniat ond Naai policioo. Tho poli tical thinking ot tho German working 
man tonda t o be ominent.ly "mat ter or taot" nO'Wadaye. 

?ho alddlo and 1CJW9r otrata of tbo Gorman middle cl••• aro committed 
to t oll ow any •iolent • ••• movement, wh•t•Tor it1 origin . Th•y are rapidly 
l osing tho DU'll' prido with which National Sooiali.,. had .Lntlatod th..,: 
ooncentration ot Na& i power in r eoent tlmoe haa prooeodod at t heir oxpenoe, a.nd 
thoy ha•o lo1t all political initlati••· 

Th• proportlod or othorwiso prlvilogod ol•osos ("liberal" pr oto1ol<Jl 1, 
oapeoial ly uni9•t•ity teachers) are at naggling in ailont , but desperate . 
oppo1ition to the regiao which, howcn"or, oont rive1 to retain their ultimate 
loyalty wi th tho throat or national &tlJlihilatlon by tho Alli••· i t a ll 
patriotic Oonna.n11 do not at&nd toget her in thi1 wpre::ie moment of danger. The 
upper bourgooioio in particular hopo that ovontu•lly tho army otticoro will 
t.ico mat ter• in hand and liberate thoa troco tholr proaont yoke and trOCD tho 
t hr&at of an effectiv• Naai·BolaheYik trAternisation . 

1 
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tp to now the attitude or t ho Oenaan ottioer oorpa towa rds tho 
r eg1a• ha1 not been Wli.torw. th• pr••~t High Coma:&Dd aa1t be r ega rded a1 

aa11<11t'hat hypnotised by Bl tlor. But the l ikel ihood ot a ohlllg• in tble 
reapeot ii th• greater •• pre 1sure on r etponelbl• aray opinion 1norea111. 

Tho higher re.nka are bou.nd to r.-rort to their provioue oonviotion that 
Gena.any, lo her preeent et &t• on the mlllea ry •• • ell 1.1 the ham• tront , 1hould 
not bo expo11d to t ho' 11:.~111 of a major C)J.ropoan war. T'911lr primary oonoem, 
naturally, will no• be to bring thi1 war to a 1• ti1taotory conoluelon, but 

they will be all the more dlopoaod towardo an oquitablo poaoe it opinion lo 
crystallized on tho taot that llltlor had forced thla oontlict and lo precluding 
ite honorable a.nd reaeonable aettle.:aont by hie headstrong diaregard ot the 
rational and re1pon1lble olomente in tho atate. 

1'alclng Get'lllany u a whole, tho tollo•ing oan be otat..i with oerta lnty: 
Bitler camo into power by pr omising tho dutruction ot Communia to all Who 
still had aomething to 101•, and by prOCllitlng tho roatoratloa ot Oormany •1 
gr eatnoaa • lthout war . In Auguat 1939 Hitler finally doatroyod th••• t wo 
fU.ndM1ontal1 ot bl• power. Bi• rule ia now supported mero ly by tho diroo 
no:aoast.ty or the German peopl e to baok: the rogiae in it• war againat tho lll•t •d 
intention or the Allied powor1 to doatroy Gonnaoy onoo more . Whi le Bitlor 1 e 
two prgmiaoa have been bl&tlU\tly broken, tbia la1t tear 1till hold• the 
Q&jority or Oonnan1 in ~ho thrall of Ne.Ii war moasur9s 10 long 11 t hey appear 
to be tho only mot.De to national aurvival . Th• r1&ll1atlon that oontinuod 
National Sooialiat contr ol 1a th• ohlof cbataole to poaoe!'ul aur-viYal wlll 
or noooosity bring a profO\lnd ohang• and an ovo"'holmi ng 11n10 or haTing 
boo betrayed by Hitler. Ir tho proopeot appuro that thlo govor:nent may be 
removed and aial ltanoouely a \'tolerable poaition tor 0.rmlJly in a new atrope CDuld 
be aeaured , thia roaliiatloo • c:..lld provide the Gent&n people • 1th a payoholo­
gic&l pre-r.qui1ite wi t hout whioh th• in1tinot ot nat i onal pr 11orY&t1on muat 
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outnal• eTen tht moet p•• • i•nate ur4• to lib•r•t• th .. aelv•• · 

It, on the oth•r hand, tht Otnaan ptoplt - grop1Ag tor •<a• 
bt arablt alteM)atlve to Bltltr - are a•t with oontlnued 'Y~tnt11 a.ad i .ntran-

1iget.noe f rom th• We1tern powers , their deaparate hopoa are bound to turn 

eaatwarda onoe aore. The Meuib.g rtNrgeno,e ot popular unrtat tona1 a1 yet 

a roaoter po11ibility than might bo t•k•n •• tho ob•iouo iamediato !.J:lplioaticn 

of tho Naai- Soviet threat. But ultim•toly tho aightmare of onothur oruohiag 

peaot 1ettlame.nt and it1 k:tealy r-•'bered huall i atian1 m at dri•e th• 

Gonnane into olo8t union with ~aaia &1 tho only remaining elternati••· 

And it 1• difflO\llt to ••• how th• reYolutlon•ry do•olo11Dont1 t olll.,..ing 

1n1oh a ohango or attitude within Goraony could be confined to the frontier• fl 

that country. 

• • • 
In their own atat ee , too, the Al lied Oovormnent1 now in power must 

antioipate proround peychologioal cht.ng t a if thi1 war goee on . 

They han a vital intoreat in guiding th•'° changu in order to 

preoludo unexpoot ed a.nd undetirabl e outbreaks at tho ond, or ••on before the 

end, or this atruggle . Tho Brltioh Primo lliniat•r hae rooognlaed thi1 

neooaalty in hia 1pooob of October 12th. Ho empha1i1ed tho fact that the 

fll r opo O!norging rroin tbo prHent oontliot wUl be very d1Uerent froa tho 

~rop• •• know now. Thia do.a not ••rely me&o territorial changes and th• 

like. Mr. Cb&mberl&in llll11t have boon thi nking al10 of tho inevitable and 

profound alteration• in th• inner politi cal temper or the belligerent 

peoplel and the inoalc-•lablo effect or thil OD the life or the lt&to, 

Tho Govornment1, both in Parle e..nd in London, haTe frcn tho Tery 

atart of thia war roali&ed that tho mood of their people• differed proroundly 

from th•t hitherto obaer.ed in wara whioh had to be fought by popular lrmi oa, 

Tho poopl e this time were not carried away into a frenzy of paeeion . Their 

1 
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attiW<IH r -1A.cl wboll:y rational, .t.ll obHJ'Toro hne otahd thh With 

aaaa•eot. Con1oioualy or unoon1olou1ly, th• •.P••oh•• ot D&l&dler u well 
N ot Cliaab•rlaill, o-.ntoatin& to th• people th• Oonrmunt•o deohion to 
tight, baY• r11p•ot9d tbi• aood.. lelther h&T• u1•d th• tera1, •01ory•, •Pr••­
tlg•", or •1atloc&l 10rand.eur", a.a th• priaary aotl•atlon tor th• n101111ty 

or ouoh a gran otep. .U dht1not rrom &llT ouob general appeal , they han 
oonomtratod th.tr arguaanta oo the lnterNta ot enry indirldual Prenohaan 
or Britieher, hi• •ay ot lit•, hi• peroooal liberty, and hi• deoir• tor an 
undiatr\lbod e:xiot eDOlo 

Th11e uguaent1, too , are the oau1e ot the oc:mnon man 1 1 rffd.1n111 

to riiht tor Bngland and Franoe1 it io neither oothuaia.,, r'1'engotuloooo 
or greed whioh driT• him to do 10. lt io io th• intoroot• or both Allied 
OoY1rmaeot1 to wpport thl• attitude. Tb•r• 11 no rea..son to int1:a11ty th• 
oonduot ot war by replaoing th••• motiT•• With tho•• propaganda 1logao1 
Which war• ou.atmary in prnioua wa.ra. Bu.t it 11 n101aaary to .u1tain thi1 

rational and deliberate attitud• by oupplying it with a oloar obJ•otiTo, 
the «notional U Woll &a ratiooal appeal Ot wbi oh juetitiH the torribl; 
uoritiou wbioh aro d .. andod. It h !mperatin to tell the peoplo not 

on:f:y why they ••re toroed to tight, but morOOTor what th9';! o.ro tightin& tor. 
The porme.nenot ot what has here been oharaoteri1ed ae a rational 

attitude la not to be relied upoa. Th• enoraoqa ettorta whioh 1F&r 1m.po1e1 
on tho people .,.,n now l.noroaae their irritability and tho Tiolenoo or th•ir 

rea.ot1ort1. It popular pu1ion1 get b.yond oootrol. gr&'f'• danger• in th• 

nature ot tho•• ~tod at bf tho Britieh Pr.,ier aro innitablo. 

Thora io a definite throat that on both eideo popul~r opinion aay 
lay thi• war to go••na•ntal tailur• and dencu.no• it a1 "th•tr• war. B1tl•r 

aay ban •antod it, but tho othor ool>ineta did not oucooutully prnont 

hie haTing bia way. Tho popular tury - u o.ttor Ul4-Ul8 • may ••ll diroot 

-
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ltHlt agaiJ>ot HrtaiJ> pollt lO&l 11•t••• or, indeed , agalnet go"Hnmmt 

u ouolu a lcl.nd or ••l-rellgloue r.rlnl wlth ohaotlo eoolalOooaH quenoH 

aay .,.rg• up, and rnolutlooary teAdeoolH, already latent, u.y u.nltHt 

th .. ••l••• in & aor• dra1tio and 4eatruot1Y• tol'9 th• longer thia war la1t 1. 

oo ... rnaent• wi ll only lend wbetanoe to t heir toraer dealing• and their 

preeont A>.lthorlty lt they rally publl o op1nlon in good time around a peaoe 

progra whioh aeet• with euttloh ntly broad appronl to Hr"H u a eatety 

•al••• Tbey rill oth•rwlH b •-• •lotla• ot th• oot u trophio nonte, whioh 

azq r•aliat .aat preaage., and rill be bl•ed. tor haTing &barked oo a oour•• 

or dHtNCtiOn without the Ylelon or a tohrablo l'Uturo OD Which tholr 

suoo111or1 will bue their olaia to powt.r . 

It one baa to oount on an in.or•••• in th• •l•ent1 or pa11ion in 

popular thinking , it beocmee 1.aperatiT• to oanaliae th••• fora•• into oon-

1truoti'f'e ohannela. They art dang1roo1 , but they l.110 have the a4Tiant1.g1 

ot ponaitting a radical r•oldiag ot ldou. The preaent oo ... rnaonte ha"H 

no b otter mean• to oryotalliae popular •otioo• than to proolaia tho goal 

ot a pM o• whioh 1a juot and 0011otruotl.,. and worth flghtiui ror. 

It •&¥ bo r•arJ:ed 1n paulng tha t nationalia of the lcind 

whiob find• it• aoet extr-• • ..,ru eloo 1n llu idoa hae boon dhtlnotly on the 

down-grade in Qarop e t or ••• tlat. Thia u 11rtioo may .... parad.ox109.l.. Bu.t . 
it m1t not be doubted that the • •• oool rea1onableoe 11 which prna.ila on 

, 
th• Allied elde .11 al ao proeont in tho Oonllan popular attitude toward• thi• 

war. Enn Hitlor , ln deforanoo to thh, had to prueot the deohion to tlght 

a• an a ot ot generally eharod doliboration. Be had to l et the war "•lldo 

ln ~y the baol< door • . ?ho rogillo wae a(IUtoly ooo•olous of tho t aot that 

the onalaupt on Poland ••• unpopular , a1 oert&.1n.ly the extenaion or hoati-

litl., to tho ll'Ht waa dreaded by tho Ooraan ....... 
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Alao1t l.mper .. ptibly, tho whole ooaplex or national pre1tige, 

baa lo•t it1 hold on th• pepple1 or EUrope. Por thia re••on a detinite 

move toward• D.lrope&n oooper1.tion will be much 1a1ier th.• i t waa &tter 

the l••t wa..r . 

It, therefore, th• Allied Govermnenta deoided upon the neoeaaity 

of a peace ot reoonoiliation with Germany . they would not only be able to 

deal with their own critioal intornd probl""'a after tho war, but they 

will aleo find t he neoe&eary mAter1al for buil&ing a atable and cooperative 

tuture for F.>Jrope. 

• • • 
The techniqu e ot an early procl amation of Allied peace aime cer­

tainly preoonta formidable dif fioultieo. ·It• oonnunioation to tho peopl e 

of Genna.ny i& but one ot the ama.l l eat among thtm. 

The procedure herein a.dvooat.-d haa boon applied before, Woodrow 

Wilaon publiahed hia Fourteen Pointe on January 22, 1917, leaa than two 

wee.ka before eevering diplanatio rel ations with Get"Clany, Bia action turned 

against ite~lf 1n the latter course of e-venta, e.nd n°" it forma one of the 

atro.ngeet impediment& to a auoooaatul repetition or such aotion in the 

ireaent war • 

.And yet, this unparall eled. and high...,indod initiative on th• part 

of tho President of the United Statoa had boon perfectly right • • a guiding 

principle and might , ir properly follo1'od up, hue oot tho otandard for a 

lasting demooratio peace. It had ita effect , under even l ee1; tavora.~lo in­

ternel condition& 1n Oenaany , for the duration of tho war. The Fourt&en 

Pointe , without any doubt, epurred the unleaebiog of demooratio foroea 

in Gennt.ny. Th•ir unfortunate later ett"•ot was due to mieta.kee whioh Dlet 

and oa.n be avoided thie time. 
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0~ h&.1 telt herHU betr~ed by what tollowod r-tt•r the 

PourtffD Pointe. 1'hh teellng h elnoere. lib .. th• tiret oontir•od n•• 

about t h• nat•r et i pulation• ot Vere&ill••• at th• end of P.i>ruo.ry 1918, r ea4bed 
Berlin, th• O•ra&n n&tion • tood aghut. 

It 11 .,.ident that t hi• later p•rTereion ot Preeidmt llil eon'• 

hon,• t intentione, u -r•Hod in tho t ext and o<m19Dt&riu of hi• 

Fourteen Pointe i• at preeent being euoo•••tully ueed by th• Naai OOT•rn­

aent to oonTinoe th• Oerwu people that &nother b etra;yU h at th• baclc 

denoe, which &n/I et ipulat i on ~anood by the Alli•• at pr•••nt 11 bound to 
~ 

- •fft in Gera&n/f, be modified or .,..., aToidedf 

Tb• beet se&na 11•• ln th• natur• ot the propo1al itaelt, in th• 

pr&otica.l and wiequiTOoa.1 oharaoter ot it• term.a. The !Uropean tu.ture a11t 

appear •• th• re eult ot oc:miaoA 1111.11 r1a1oning, not ot lotty idet.11 . Th• 

latter approach i• bloclcod by poet di1illu1ionment but th• t oraer will 

atrilce a power-tul ohol"d ot oonaent. 

It tollo1r1 that a aaxl.Jlum ot preohion ii neoust.ry, It will 

oertt.inly not be pouible to b• u ht.uetiT• on al l point. , beot.uH a tull 

underetanding bet.Mn the Allied Gonrnaenh cannot bo • JIPeoted, But it 

1hould be po11ibl1 , tor inata.noe , to 1t at1 certain -.a.xia.ua oonc111ion1 which 

are goln& to be aelcod ot the Oera&n people or to auure t hat their tlrritorial 

1tatu1 of 19~~ •hall bo di1putod under no oiroua1tance1 , 

Certain ainiam o-itaent1 on th• Allied dde 1hould be tubj eot od 

to equally oa.ret'Ul oon1id1ration, not only rega.rding eooncmio oonoe11iona 

which t h• Alli" 1bould be pr.pt.red to aalc• tor a oou truotiTe peaoe, bu.t 

allo r•garding th• aotual oonditione and torou whi 4h would enable O•rauy 
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to partioipato l.n a oooporati.,.. &lropou tllturo, 

Mil pMoo buod ca tho "'1te<ao ot ailitlU"J' riotory wou.lcl •o&D 

ab&D6o,.ont ot a.ropo•o •-oo traclitioa• l.n •harp cliooria!.nati.., Of>llil>lt 

one or 10..• ot her great peopl••• Th• natural oouequeno• would 'b• oon­

tilluod t on.ton botwoen tho powortul ancl tho holplooo whioh, aooorcl~ to 

the l•• ot ·h11tory, would again re1olT• itaelt in n• oataatroph••• 

It rill not bo att•ptod to OY•D •kotoh l.n thia liaitod oontoxt tho 

material acljuotiunta which wo.ilcl ban to bo •aclo l.n Ellrop•'• politi.a.l and 

eooncaio 1t.ructur•. Th• n•c.•••lty ot relinquiahing •ca•, ••p•oially ot th• 
ooonomio attribute• or national aovoro1«Jlty h rightly •orgin« u ono 

or t ho ohiet probl••• !ho ocotribution tr<lll both aicloo will ban to bo 

eub•tt.nti&l, but nen large 1aorltice1, it •ad• on the ba1ia of n •gotiatlon, 
111at bo oonaidorod ao 1.n.tl.nitoly protorablo to tho indotinito toll ot lire 

and treatur• whioh a drirti.ng on ot th• 8.1.ropean oatae;troph1 will neo1111-

tate. 

Grantocl that tho .UliH do not 1.ntond to partition Go~, her 

own ooa.tributi.1-t oo.nalat tira;t and tor•o•t in th• abandom.ent ot 

h•r prHont politioal leaclorahip. But thh h oloarly not enough, booauu 

th•r• -.a.it be u1urano1 al 10 that the Oenaany whi oh aay ••rge a.tte·r the 
clowntall or Hitler will bo an bonHt ancl ortootiYo partner to ouoh a poaoo. 

Tho quoatioa, bow thia tunoticc or Goraany oan bo aaclo to work l.n tonu ot 

her •ooit.l, econcmio and politioal •tructu.re , met be annerld ••P&rt.tely. I 

Goraaey m.oot bo ablo t o oathfY tho dHi r• ot t h• &lropoan peopleo u a 
Whole that another war uiongat th .. io ruled out ao a poeaibility. 

'ftti• 11 not a Tiotor• • pea.oe, 'but o.onditloo• worked out on su.oh 

a baoi• or negotiat ion would roatore to 11.irope tranquility and pot..itial 

woll-bol.ng, and t hey would anowor tho inherent trend ot her people'• 

a1piration1 , 
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aorioa•o tr•11Ddou1 outhority in ho.lpiJ>& to dooido tho 

ohar• ot•r ot • tutv.r• l.Uropee.n &nd wo rld P••o• oould, in our Tift , be ••••rt•d 

1D T&ri CR.l1 etteoti•• •1¥•• 
Th• a caentou• inor•••• ot diplm1.t io 1.ntlvenoe now at the d11po1al 

ot tho Unitod StatH all onr the world ii one ot tbo 1101t oign.ifioant 

roeulto ot tho tiret two 11onth1 ot tho war. Th• aannor in Which thil 

i ntlu onoo oould be uud, U e1 outlido th• rang• and 0<111pot..,oe ot the 

author• ot thi• .. moranclwo. But it it were tolt all ovor Dlropo , in the alliod 

oountr ieo a1 well a 1 in Germany, that the authority of tbo United Statoe lo 

baolcing the ettort ot dowiling a tair and durN>le peaoe 1ottl&ont, this 

would be a moot oubotantial t.id in 1otting people ' • 11ind1 t o work in oon-

1truotive direotion1 . .And thi1, in our •iw , would be aohin-.d coat etteo­

ti•ely by .la•r iot.o dipl ... atio intiotanoe on a timely and explioit plodge ot 

tho allies to 1. rational war aia. 

1'11• early publioation or war ailu bu been t r oqu..,tly urgod 

by Tarioue quarter • in the allied oountrie1 and toreahl.dowtd in a gtoert.1 

manner by aeveral goYenmental •P••c.h••· 

To be f'ully convincing, hownor, &\Joh a prool a:me.tlon would ha•e to 

b1 enhanced by 1a:io 1peoitio plodge whioh would bring it h<D• to th• 

Ooraan people that peaoe will be negotiated on thil and no other ba oie. 

It i• obviou1l y out or th• queetion tbat the Amerioan gOTernaent 

oould att aoh their guarantee to t uoh an allied plodge, thwgh thh W"'1ld 

oert ai.nly be the moat oonTinoing aesurmoe available in preeent-d .. y world pol• 

itioe. Ieolationiat torcoa woul d oppo10 this guarantee, though it aight 

atrord an u oellent opportunity to detin• the oharaoter and oootent ot 

Metioa• 1 peaoe policy t.nd 1t1 tundauntal att itude toward• tho war in 

D.arop• • Yet tho United State• wil l probably not whh to be illplioated tc 
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th• .,.ient or • guarant•• which •ight put th• I.A th• podtion ot 

h•Ying t o Ol1foroe certain p-o• ooD41t1cae. 

It then, i t 11 1Jlpoa1ibl• to grant 1uch a •••sur• ot Ja•rioe.n 

partiolpaUon, i t •lisht etill be reuib lo t o brl.ni th• moral weir;ht ot thh 

OOW'lt ry to b ear upon th• 1'\Jropean oituation by elioitlJ>g IClle ool ann 

pr<Elioe Of tho illiod gOTOl'mlanto, &ddroeao<\ to the Jloerio&n people and i to 

gOTo1'1lllent , t6at they wil l tight tor and atiok by their deolorod war 

oima. Th.ii would not , in 0 000 or default , imply tho ontoro .. ent or their 

1tipulation1 by Jaerioa., but would l e&"f'e the way op611 tor lat•r oon1tnio.­

tin IJ>tluenoe on th• Qiropeon eituation. 
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B")'Obd tlli1 dipl-atio aeaaire which it • • Y be oonlid1r•d 

t11.1ible t o •dai niltlr to tho pr .. ent •tat• or l'llropoan bo• ildonDent and 

i nde oieio.n, JID.er i o.a 11 al ready prep.ring for an nen brot.der and tu-reach-

1ng oont riblltion to t h• tutur1 poaoe. Tho Br i t i 1h Jmba11ad or to tho 

Uni t ed State• h•• point ed out in a reoent •P••oh (N"" York, Ootober 29) 

t hat , not bol.ng imohed l.n tho l.&::iodi • te l.>lplioa tion• or wuruo , .laer1oa .. 
may find heroel t in a better poo ition t han t.ny ot t ho belligerent• i n the 

t11k ot def ining the turulacont f.l e ot a l t.at l.ng poace, 

Acieri oa, not divi ded 11 we •r• by eooial and n1tional bou ndar i es , 
may well ra i1e the • t a.nda rd of all poac• diecu11i on abOTe our ~pl•~ 

prejudioe1 ot the pa et, pr ov-id• • foundation t or per eonal contact , mutual 
i nton:nation a.nd confidence and extend her sympathy t o the oonetruotive 

e l tctont e n on or tho•• ocuntriea , which i.n their preeent trame a.re oon-

oi dored t be ohiof di1turbero of peace. Su ch ulldorotandinf . eope oiQlly , it 

••er there 11 to be a pen:tanent. 1ettlw.ont in w r Yi eiw oon1titute1 a crying 

neod at • time which i e inore•oingly oboourod by propogonda and indioor !.Jni• 

nating war p11aion. Contact• , which link up th• dcmeatio potentialitiea in 

Gemany 'lfi th 1cund judp6nt or the intornational oituation, .. ec to uo pr e-

r equisite• ror • peaoo built on th• fi m baoi e ot th• aotual popular ccndi-

tion• and not on fonzu.laa which b r eed f\lt\lro caladjust.ce.nt and oontlict. 

I t a1tv- be poaeiblo, bef or e the ocn.fl i ot has beoomo too p11oionate f or 

.Doric11. not only to l.a.1iat on a r eapon1ible declaration or war ala a but to 

help eubetantially in ol& r ifying thoso profound M d ca>prohonoive political 

adjuatltenta which will really oontr ive to n.lle out war N111ong1t the W11tern 

Nations . 

I 
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