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PULLLBILITY OF o0 uCTIMNG MULTILATSRAL
COUbP NS L TU SLITLA 64rS BuTdEEN LaTIN-
AMORICAN COUNTRIwS THRUUGH THE FaCILITIAS
OF Thi &UROPS .N PAYMZNI. UNION.(E/CH.12/299)
Mr. URGUIDI (Scerctary of the Committee) pointed
ont that the ideas set forth in the buckground document
(5/CH.12/299) were not nocessarily those of the Serretariat
of £ClL.a but represented only the perticular consultant.
He guve & bricf summiry of the main features of the plan
outlined in the documcnt. Firstly, the multileteral
compensétion described thercin would be only partial. wvery

Latin-americun country would be &dble to effect compensétion

but such

~

settlements with several Burcpean countries
compgnuutinn gsettlements would not be pessible &s betwoen &
piarticular suropecn country ond 5 member of Latin-american

countries.

aceondly, credit
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Secondly, credit operations would continue to he governed
by biluteral agrecments.,

Furthermore, the Luatin-umericen countries would not be bound
o Lift customs barricrs, to liberalize exchange contrel or to
ndopt other joint measures which were pirt of the EPU systom,
Lastly, compehs&tionlwould nct be autometic, but would be
effected only &t the‘renuest of the country concerned und on
conditicn thet it was accentable to the European Payments
Union, or, in other words, when its erfect would be to level
the balances of the duropean mombers ol P,

In cases where such compensatiuﬁ would have the 'contrary
effect of widening the differences in the halinces with the
suropean Payment Union, only Lwo sclutiocons were possible.
another ceountry of Lutin americn might effect with the Union
a per contra compensation of conperable value. That solution
obviously presuppesed som: medsure of co-vrdinution anong
the Latin-.mericen countries. "here ne such possibility
existed, part of the payment would have to made in gold,

an extreme cose was concelvable where o Latin-amerlcan
country was ia & credit or debit posgition with all Juropcon
counitries, In thut case, of coursce, ro coumpensation would be
possible, but that should not necescarily prevent the country
in cuecstion from joininc H‘?ymt:n =or multilaberal compensétion,
since such sitvations were toemperery and might change fﬂpidly.
Loreover, by agrecing to purt-scttlement throush the Lurope#n

Payments Union instead of insistine cn full payment in dollors,

J& Lebtin American
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a Latin american creditor country could C¢rtuinly.expand its
trade with duropc. |

The uCLa Sncretﬁrigt would welcome the views of
delegations on the study, ns well as those of the représenmﬂive
of the InpernatiOﬁal Monetary Fund,

Mr, COTTIuR (Fr nce) briefly described the

prinqiples undérlying thie suropesn Payments Union. That body
had three functions te effcct multil:tcralcompéhsﬁtioﬂ, to
provide the machinery for povmonts and to lay down conmon
rules governing the trade snd finsacicl policy of nomber
countries. With reference to nultiliteral compensation, he
s2id the systam dpnlied not only to most Fustefn muropean
countries but to their world-wide currency creas, including

the sterling arei, so thit in elfect it applied to more than

 half of world trude. The machincry fer the monthly settlement

of craodit and debit positicns in gold involved granting every

. member country & specifie cuota; the cuota had been fixed

by reference to cach country's foreipgn trade, ''ithin ecch
cuota there were successive '"slices' of which the debtor had
to settle in zold frictiens veérying from O to 70 per cent, up
to & ceiling beyond which payments would normelly héve to be
made entirely inm gold or dollars, He peinted out that wPU
had been lounched with an initicl dollar endownent gronted

by the United Stuates.

The members were bound by very precisc obligations

concerninﬁﬁthc cradit whidch they worénto extend to the Union

/.ar the
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or the eventuel dollar secttlementa, according. to E]. f pogltion.
Such heavy obiigations could only be warrantcd whore common rulcs
governed trade and financial policy. The JAPU could not be
dissociated from the efforts made by the Orgoanization for
buropeén smeconumic Co-operation to liberclisze internetional
trade and to promote the economic develcpment of &urone.

The Secretariat's study (E/CNalv 200} dealt only with
the first function, multiluteril compensétion, so that it
was wrong to speck of ony prospective psrticipation of the
Latin-american countries in «PU. However, such compensction
might affect not only the creditor or debtor position of
duropean countries in relotion te the Union, but t ¢ Union's
UWII reBuurces,

Following & oreliminuzey survey subritted to OLLC, by
Proféssor Triffin the uJegutLV Comeittee of that
orgenization hnd sent the centrzl banks cf wuropesn countries

a Questionnaire on Sompensation jn Létin~imericin Currencied

e o e St et e i e

for the purpecse of appriizing the possibility of compensation
between the currcncies of twe 4PU countries ond those of one
or more Latin-dmeric.u countiies. 3ince vcteber 1952 the
Buropean central bonks hald been sendiug the agent in Bile o
monohly stutement of the compensation they might be in a
position te dccept in the mutter of settlements with Latin-
american countries.

it was cleér from that historiczl sccount thot the
system of multilitertl settlements within surcpe :d been

/built up
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built up groecdu2lly and step by step. In that connexion it
might be asked whether the worious solutions preposed by
Professeor Triffin should be regcorded as mutually exclusive
or as successive stages. It wos ecually obvious that to
be effective, any constructive cction must be bnsed on sound
decumentation. Before fny multiliter:l compensotion wos
contemplated the movements ¢f the bal.inces concerned had to
be carefully cileulated, actually, as regards the relations
between Lutin america &nd surope, thosce balunces were
accurately known only where paymunt “greements existed end
those balinces were still being kept sceret. The cuestion
was therefore, whether the centrrl banks would be prepared
to disclose the:mevements in accuunte. In the other cases,
where only trade¢ st.bistics werec €Vnildblc, it might De
asked whether such approximcte fisures could be used as &
basis -for action, The help of the Internztional Monetary
Fund would bhe extremely valu ble in studying the verious
problems involved,

Frunc e would . follow with sympﬁthétic interest 2ny
action.likely to facilitate world trade.

Mr. SaNTUS (ﬂraﬁil)'pcintud'uut that the balance
of péyments of Individual Latian-americon countries with
Buropean countries voried CUnSiderubiy, with the result that
what was possible for some was iwwoséiblc for ofhcrs-,

The tables given on pages 3.«3 angd 33 of the roport showed
that thqpe-ﬁurupeun'c‘qntflgs which wers 1n a credit position

i iy /with the
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with the £4PU were also crediters of the Latin-americon
countries and that those which were in ¢ debit position with
uPU were clso debtors to Latin-armericen countries. Hence it
wns clecr thut the balances available in the currencics of
&PU countries showed & daficit in relation to Letin americe
as & whole, automctic compensation would therefore be
difficult, for it would lead to a chirmge in the positicn of
the Huropecn countries which were debtecrs of the ©PU. That
foct would not nccessarily prevent @ parti2l solution of the
problem, and therefore further rescarch was required.

Uwing to its present unfavourable balance of payments
position 1t would be difficult for Brazil to participate in
the multileteral system proposed. However, measures token
by the Braziliin Government gave risc to hopes of & speedy
change in the position, ond Sr-=sil's possible participotion
in the system ot some futurc time wos net excluded,

accordingly his delsgotion hed joined with that of Peru
in prepéring ¢ drift rescluticrn inviting the fixccutive
Secratary to uandertake the surveys necessary for acerteining

the poyments poeition of etch Lotin-americin country znd »f

Lotin americe &s ¢ whole for the purpose of deciding whether

their membership in &PU would be possible It further
recucsted the Jdxecublve Decretiry to do whatever wos needed

in centempliticn of thelr pessible participaticn, without
prejudice to the Internntionel Monetory Fund's aim - the
promotion of zencral cunvertibility,

/¥r. GODFREY


http:DC2it:i.un

i, c‘r..lz/nc 1 /SR,3
F b(«- 9. = '

kr. GODFRSY (Unitod Kingdom) oxpressed keen
interest in the stoetement made by the representative of
Frence. The problem of payments between Latin america ond
durcpe wos of primery importance, but the establishment of
a Latin-amori coan Paymants Unicn on the lines ni EPU scem
premature., Besides, the guestion wis one which only
coencerned thic Lati n-american countries themsclves.

He would therefore confine himself to a bricl examination
bf the posgibility of dircetly associeting the countries of
Lotin americn with #PU. Ir. Triffin's préposals mefely
ééntemplatcd the use of the multilateral cohpénsation
facilities offered by &PU on ths part of the i&tin-nmerican
countries. Despite it8 indisputble value, hié survey
should therefyre be regérded only gs o first step; far more
extensive research would be necessarv before ¢ viable system
could be workﬁd outy JGenorally sposking, Mr. Triffin's
proposuls were not technically iupracticible, but some
elucidotion wos needed, Poragraph 14 (&), for example, took
ﬁOVQCCLUﬁt uf the foet thot residuszl balances comld che nege
hands severul times, nor was there any indication cf the
pfocédurc te be adopted in the cise of the TO”IH“ J halenc
réferred te in porcgr rhs 19 to 22, Many difficuities would
certéinly &arise in such coses,
paymante dirficultice botWEen_ﬂurépq tnd Lotin-
nm¢ri¢4n éﬁuntfies arogse wwrﬁij Trom tho fﬁcﬁ thit the latter
cbserved o striét bilober:1 systwm c%Apﬁyments both among
themselves fﬂﬁ vith other countrics, The pOSRibility of

/uffecting compensation
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effocting compensaticon through the chonnel of #APU might
inwlve the donger thot those ccuntries would conclude further
bilaternl agrecments or at letst continue those alreedy in
force., MHe felt, on the contrary, thet the time was ripe for
extending the whole system of internctionol trade nd
pCYMuﬂtSq

anuther sclution winich should be censidered was a greater
use cof sterling in trade with Burope ond with 211l the countries

of asia save China. Thourh the report touched on thut solution
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in parcgraph o,

that the entry of Latin-
anerican countries into the Susrliag orea of trr nufpr‘blc
accounts wés necessarily involy Tzt was not the case.

411 that wae nocded wee thet the conresreial bank of the
importing or experting couutry shld opply to the Benk of
sngland for permission to finance thce transaction in Sterling,
provided that the currency controels of both countries agreed.
as yet Latin-asnericuan countrics had noet token advantaoge of
such faegilitics, but had preferred te continue thoeir bilaterel
arrengements,

Compens. tion would not necess.rily become more freauent
through becuming (utcmaetic. The ecenumics of the countries
wf Leting americs werestill very similcr. Therefore it often
héppened either thet all were creditors cor all were debtors
of mumber eountries of &PU., The d0La Secretariat should in

1

ct of Ouhi€, study the level

ce-uperition with the Secrctori

[
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and structure of tride betwesn thu two regions, in order that

/its report
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its repurt might include =211 information relevant to the‘
development of wPU,

Mr, SMITH (United Stotes of america) nosted the
almest uncnimous opinion of the Committee that the pussibiiity
of e¢ffecting . eultilstercl compensttion settloments between
Latin-americén and duropean countrices through the duropean
Payments Union chould bo studied more thorcusghly and that no

2

dscision could be taken until full data reldting to the
balance vaprmGnts of the Lotin-american countries were
available, The ACLa repurt brought out the fact thot any
improvement in trade between Litian-anerican countrloes ﬂnd-
survpe depended on ¢ numbor of circumstonces. - The United
States had 2lways suppertcd mecsures for restoring full
curroncYICJnvurtibilihy ‘nd. for ranoving every obstacle to
internationcl trri;, dvery survey of the cuestion could
cortainly help to cccomplich t@&p DUrPpUSCe

Befure commenting, the United Stutes delegation would
study in det2il the draft resuvlution jointly submitted by
the delegutinneg of Bragdil and Feru.

Mr. CaRDeNa3 (CScuader) @ id thet, interesting «s
the alla rapaft.wds, it wes net an exhoustive study of the
proeblem, Further study was needed before finnl conclusions
could be formulated.

Though dfecucdor was in the dollir ares aﬁd 80 per cent

of its nationel income Wwis in the form of hard currencies,

its Government wog in f8vour of multileternl compensation

/settleoments between
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settlementes between Latin-americon cnd Burcpeén countries.

mecuador had already concluded three poyment sgreements with

suropcan countries cnd so hod benefited by some of the &PU

T

facilities. Before the Sccond World War trade between
several of the Lotin-americin countries, including icundor,
und Burcpe had booen for more oxtensive thon it now was
Increascd trade betweon cusdor and murospe was cssential for
the improvement of its commercisl position. lecuador had to
axpind Bts trade with sSurupe to improve its terms of trade
and was olse anxicus to step up its trade with Letin-Amcerican
countries, for in that wey triengulor scttlements with
suropeon and Latin-american countrics hocame possil
acecrdingly, accu:dor had o prrticulur intcerest in wCLA's
study. ‘However, the study wos incomplete, Before 2 decision
wis reaghed, the Sxecubive Secrcst’ry of LCLa should consult
with representatives of the Internationsl Monctary Fund, Ouit
and #PU for the purposc cf studving the trade balonce &nd
balance of paymente of every Latin-imerican country with
other Litin-amcricen countriocs and with member countrics of
wPU. Thoy should <lso study the policy of Lotin-american
countrics in regard to currency, inteurnational trade and
custums CGutics ©3 well ¢s the cxtent te which a system of
multilatorel compensition could liboreldi tride @nd foster
the ceoncwmic devaelopment of Lotin amoricc.  ECLa should also
aek the governmaits of its nember 3totes for the informotion
necded for the proposed studics and should nuthorine its

Jisxeentive Suerctory
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fxecutive Secretary to recruit the experts without whqm such
studies could not be carried on.,

His delegation would submit a formal draft resolﬁtion
along those lines.

Mr, BaRitsT0 (Peru) said that his delegation had
joined with that of Brasil in suomlttiag a drait resolution
recuesting the ilxecutive Secretary to coutinue its preliminary
study concerning the possibility ol effecting multilateral
compensdtion settlements belween Iatin—amaiiCdn and Huropean
countries. The study was aduittedly incomplete and, before
any decision was reached all aspects of the problem should
be considered. Tne draft resolution jointly submithed by
3razil and Peru was in no way incomp@tible wich that
introduced by icuador.

Mr, RUIZ (Chile) said that the cﬁestion of a
multilateral compensation system between Latin-awericéen and
furopean éougtries was bound up with that of multilateral
compensation between the countries of Latin America. Chile
was interested in both Guestious; it hed already concluded

bilateral agreements with some latin-american and some

e
(4]

Buropean countries,
e expressed support for the .cuadorian draft resalution.
Mr. CAiPS (Argentina) said that the cempensation
system envisaged in Mr. Triffin's report was likely to encourage
the expreasalon of {rade between Imtin-amerfcan and European

couttric 8. [Therc wes, BBwever, & Spee

/sidEen dshtndld not
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whth should not be cverlooked., aAlthough trade .within Letin America

€

l-o
o
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accounted for only about 10 per cent of the region's fore!
trade, the possibility of studying the cstablishment of & Latin-

ayments. Union should not be dlscarded. Several Latin-american

b

countries had already concluded bilateral agreements either

W

among, themselves or with Zuropean countries. In his renort,

Mr, Triffin offered & possible solution of the problem of
multilateral commensation betueen Latin-uimerican and Huropean
countries, namely, the goeld «nd doller contribubution which
Latin-American countries mieght make to &i'U, Technically,
that solution might be legical, but, for Latin-aAmericen
countries, it w&s impracticable, Thke ideal solution would
be the creation of a systen involving both a BHuropecn and a
Latin-American Payment s lUniorn,

The draft recoluvions submiited by Brazil and Peru on

the one hand and by &cuador on thi: other shoul
since they were complementary, not 1rreconclla

wagnnhtrd1"
10 & ‘\111& (Lo
text which would include the views of the .rgentine delegaticon
concerning the study aboutr the poasglble gettir f & latin-
American Payments Unilo

Lr. Dul Call

r
il

10 (International Monetary Fund) said

the Fund welcomed every attenmpt on the part of member States

T

0 free thelr fereizn tisde @nd pavients system from the
fetters of bilateralism. The fund couuld not but be interested
in any propocal aiming at nartial convertibility of the
currencies held by it. The views of the representatives of
Latin America not in regular contact with the Fund would be

of interest.

ot

/The Fund
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The Fund had taken an active part in studying the
possibility of multilateral compensation settlements between
Latin-uamerican énd suropesn countries, #CLA had approved a
resolution on the cuestion at its very first session. On the

basis of that resolution, the Fund hud put forward, at u#CLa's

o

second session, & fairly detailed study of the system of trade
and payments obtaining among Latin-anierican countries. It was
clear from that study that both trade and poyments were on a
small scale,

The proposals befara the Committee were calculinted to
lead to multileteral compensdation sattlenents between Latin-
American and Suropszan countries thruu@h-the fsuropean Fayments

A

Union. Those proposals had not yet been considerad by tie

Board of Governors of the Fund, which alone could take policy
decisions, However, according te lir, [riffin himself, the
suggestad scheme could not in any way lead to neglect of the
main otject of the Fund - the reestablisihiment of a system of
multilateral compensation émong 211 its memboer countries and
complete convertibility of their currencies.

Mr, Triffin's proposed scheme was only a step in that
direction and its implementation depended partly on how many
Lutin-americin countrics would be able to convert the
Enropean currencies of which they h&ed a surplus into the

suropean currencies which they lacked. The volume of such

compensdtion settlements wonld glso be an important

consideration. To sum up, the schere put forward by

¥

Mr., Tridfin
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Mr. Tr3ftin could not‘contribute to the aim of the Fund
unless it were possible to eﬁpand the compensation
settlements and trade of Latin-nmerican countrieS»with
European countries without loss to their dollar earnings.

Further stddy of the balance of payments between Latin-
American countries and their bﬂlEnchof'payments with member
countries of sPU would be useful for the purpose of
discoﬁefing thé volume of the comnensation settlements
coﬁtemplated}

The prospect of being a2ble to transfer egarnings in
inconvertible currencies could exorcis: 2 stimulating
influence on the trade between Latin america end between
Latin-dmerican end furopein countries, provided that the
Latin-dmerican countrics possessed ¢n exportable surplus of
raw materials and that the terms of trade with burope werc -
more favourable than those with hird currency countries.

In any event, the Fund huad not yet recached any definite
conclusions on the suggasted schoeme; when it did 50, it
would Gake account of the views expressed within the
Committee,

Mr. PaSTURI {Uruvgusy) saicd he hed carefully
studied Mr. Triffin'é réport. The problem of multilateral
compensation betweeﬁ.Lutin_ﬂmuricdu dund Buropean countries
WasS very cbmmléx. The ideul solution would certainly be
full convertibility of the currgncies of 211 countries -
the ultimate ¢im of the Internati onal Monetary Fund. One

/thin: was
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thing was cleur in regurd to Mr, Triffin's proposed solution

7

-~ internetional trade could net be developed until some
stability in their economy and in demmand had been reached.
Uruguay supported the cstablishment of & Latin-American
Payments Unicn through which Latin-American countries could
be brought withia the iriémework of the ifluropein Payments
Union. Probably, howeve®, & union of that ‘1nd could only be
established gradudclly and after thorougli study.

Mr, alCaZsaR (Belivia) said shat the central banks
of Latin amcerica should be consulcaed in councyi on with any
further studies.

Mr, ZAI0ORa (Mexico) formally proposed the
astablishment of a draftingconmittce to prepare an émalgamated
text incorporating tihe draft resolutions submitted by Breszil

3

énd Peru on the one hand &nd by dcuador on the other,

After 4 discussion in which the representatives of the

argentine, Brazil, lexiee, Peru, the United Kingdom, the

United States ind Urnguiy took port, tie Commibtes decided

to set up a draftine committes composea of the representatives

of the argentine, Bra=ily Chile, Hcu dor, France, Peru, the
United Kingdom and Urusuay for the purvose of producing @
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for submiscion to the plenery.

A . 4 P of 3 R
The meeting rose a8 12:55 p.ti.








