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I Introduction

Keyneswasaninternationalpoliticaleconomistasbothanacademicscholar

andapoliticalstatesman , fromhisfitstbook ラ Indian Curre 的 αnd Finance(1914) , tohis

posthumousarticle , "TheBalanceofPaymentsintheUnitedStates"(1946). Reｭ

cently , somereexaminationsoftheaspectofKeynes'sinternationalpoliticaleconoｭ

misthasbeencarriedout.
l
)

IfwetrytopayattentiontothisaspectofKeynes , weshouldbearSchumpete ぬ

following passages in mind: “ It cannot be emphasized too strongly that

Keynes'sadvicewasinthefirstinstancealwaysEnglishadvice , bornofEnglish

problemsevenwhereaddressedtoothernations. Barringsomeofhisartistictastes ,
hewassurpassinglyinsular ラin philosophy , butnowheresomuchasineconomics.

And ラhe wasferventlypatriotic… [P]ratical Keynesianismisaseedlingwhichcanｭ

notbetransplantedintoforeignsoil:itdiesthereandbecomepoisonousbeforeit

* ThispaperwassupportedinpartbyGrant-in-AidforScientificResearch(A)(2) , No.06451101

ofthe 恥1inistry ofEducation うScience ， SportsandCulture.

**AssociateProfessor , FacultyofEconomics , KyotoUniversity.

1) See , forexample , Williamson(1983) ぅ(1985) ， Moggridge (1986) , Shanderverker(1987)andMeltzer

(1988).
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dies. But… left inEnglishsoil , thisseedlingisahealthythingandpromisesboth

fruitandshade".2) Hintedinthisextract , wecannotignorehisinclinationtoward

thepatrioticandnationalisticattitudereflectedbyBritishinterestswhenwestudy

hisworksasaninternationalpoliticaleconomist.

Inthispaper , Keynes'scontributionontheformationofpostwarinternational

economic order ぅespecially theKeynesplanforanInternationalClearingUnion

(ICU)ascomparedwiththeWhiteplanforanInternationalStabilizationFund

(ISF) , isreconsideredwithinthecontextconcerningSchumpeter'sframework. As

R.F.Mikesell , whoworkedunderH.D.WhiteasaneconomistintheDivisionof

MonetaryResearchintheU.S.TreasuryDepartment , reviewsinretrospect , "[i]tis

doubtfulthatKeynes'planwouldhaveplayedsuchanimportantroleinthedebates

intheabsenceofhisconsiderableinternationalprestige" ・ 3 ) Thepurposeofthis

paperistoputKeynes'stextinthehistoricalcontextandtoreviewitnotasthe

generaltheo ヮ but asa ゆecial theo り・

Thispaperwillproceedsasfollows. SectionIIarguesthatoneoftheorigins

oftheideaabouttheICUwasderivedfromtheGermanycurrencyplanbyDr.

SchachtandDr.Funk , andthenconsidersthemeaningofmultilateralclearingin

theKeynesplan. Next ラwe areconcernedwithtwoAnglo-Americancontroversies

inSectionIII:thefirstoneontheproposalforthe“ m onetisation ofUnitas"after

thepublicationofboththeKeynesandWhiteplans:thesecondoneontheinterｭ

pretationof“ convertibility" intheprovisionofAgreementoftheInternational

MonetaryFund(IMF)aftertheBrettonWoodsConference. SectionIVexamines

wheretheKeynesplan , especiallyitsintentionofrealizingsymmetryintheadjustｭ

mentofbalanceofpayments ラshould beplacedinthetheoryofthe“ rule versusdisｭ

cretion"inmonetarypolicy. SomeconcludingremarksarestatedinSectionV.

II MeaningofMultilateralPaymentsintheKeynesPlan

(i) OriginsoftheKeynesPlan

TheKeynesplanforanICUwasfirstdraftedon8September1941, revised
severaltimesforayearandahalf , andfinallypresentedtoParliamentasaWhite

PaperbytheBritishchancelloroftheExchequeron7April1943. Intheprovision

ofitsfinalversioncalledthe“ Prop osals foranInternationalClearingUnion ぺwe

happentoencounterthefollowingpassages:

Theparticularproposalsetforthbelowlaynoclaimtooriginality. Theyare

anattempttoreducetopracticalshapecertaingeneralideasbelongingto

thecontemporaryclimateofeconomicopinion , whichhavebeengivenpubｭ

licityinrecentmonthsbywritersofseveraldifferentnationalities.4
)

Can we infer about who were included in “ writers ofseveral different

2) Schumpeter(1946 , pp.505-6).

3) Mikesell(1994 , p.12).

4) Horsefield(1969 , Vol.3, p.21) , italicsmine.
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nationalities ウThese passagesfirstappearedinthefifthdraftoftheICU(CW , 25ラ

p.170) , datedon3August 1942, revisedthroughAugust , andfirstsendtothe

Americanson28August. ConsideringthatKeynesinvestigatedthedraftofthe

Whiteplanindetailandestimatedithighlyinsomerespectsjustbeforeheprepared

thefifthdraft(ibid., pp.158-68) , itwouldbenodoubtthatoneof“ writers ofseveral

differentnationalities"wasH.D.White.
5
)

AnotherinferenceaboutsuchwritersisE.F.Schumacher. AlthoughtheSchuｭ

macherplanwaspublishedinMay1943immediatelyaftertheKeynesplanwere

publishedin April , it has been in private circulation sinceNovember 1942.
6
)

AlthoughMoggridgeinsists that “there isnorecordofKeynes'scommentsonthe

[Schumacher] proposalandnoindicationthatitinfluencedthedevelopmentof

Keynes'sideas" (ibid. ラ p . 21) , thedaughterofSchumacher , BarbaraWood , recorded
inhersfather'sbiographythatKeynesgavehisimpressionofSchumacherproposal

toSirWilfredEady. IndeeditmayberecognizedthatSchumacherplanbears

someresemblancetotheKeynesplanatanyrate , butitremainsanunsettledquesｭ

tionhowhisplaninfluencedthedevelopmentoftheKeynesplan.
7
)

Moreimportantly ラmany sourcesandstudiesshowthattheideasoftheIUC

werederivedfromtheGermanoriginators , Dr.SchachtandDr.Funk.
B
) Afterthe

springandearlysummerof1932theGermanmonetaryauthoritiesnegotiateda

seriesofbilateralexchangeclearingagreementswithGermany'stradingpartners.
g
)

5) Keynes , ofcourse , thedraftofthe¥Vhiteplancriticizedinanotherrespects. Wewillpointouthis

criticsabouttheWhiteplaninthenextsection.

6) Schumacher(1943 , p.150).

7) TheSchumacherplan , called“Pool i時 C leari時ぺ was summarizedasfollows:(i)everycountrysets

upanindependentagencycalledtheNationalClearingFund (NCF) , whichreceiveitsownnational

currencyfromthehomeimportersanddisbursesitsownnationalcurrencytothehomeexporters;(ii)

theNCFofdeficitcountrieswouldbeleftwithabalanceofcashinhandandshouldusesuchcashby

purchasingTreasurybillsontheonehand , andtheNCFofsurpluscountrieswouldbeinneedofcash

andshouldraisesuchcashbysellingTreasurybillsontheotherhand;(iii)everycountryagreestoset

upanclearinghousecalledInternationalClearingOffice(ICO)asTrusteeinthepoolingofuncleared

balances;(iv)allcashbalancesaccumulatingintheNCFofthedeficitcountriesaredeemedtobe

takenoverbytheICOontheotherhand.

Inthisway , eve町national currencyismadeintoaworldcurrency , wherebythecreationofanew

internationalcurrencybecomesunnecessary. Itisimportantthattheholdingofsurpluses , notbeing

convertibleintogoldorinterest-earninginvestment , becomesunprofitableandriskybecausethePool's

assetsalwaysthewearkestcurrencyintheworld. Ifthesurplusesaremadeunattractiveandpotenｭ

tialsurpluscountriesarediscouragefromachievingasurplus , theyareobligedtospeedupimportsby

anexpansionistinternalpolicy. Inthissense , suchplanissaidtoattempttothrowthetheburdenof

adjustmentprimarilyontheshoulderofthesurpluscountries (Schumacher , 1943 , pp.157-8). This

Schumacherplanisakindofthegameoftheoldmaidinwhichthesurplus , denominatedbythe

weakestcurrency , wouldbeajokereverysurpluscountrieswantedtopartwith.

8) See , forexample , vanDormael (1976 , ch.1), Luck(1985)andFlanders (1989 , pp.198 ・201). The

SchachtpaInwhichLuckmadepublicinhispaperhasnorelationtotheKeynesplanforanICU

directly , becauseitisaproposalthatSchachtsubmittedtotheYoungCommitteein1929-30toresolve

theGermanreparationpaymetnsandreinforcethefutureBankforInternationalSettlement(BIS)

9) Child(1958 , p.38).
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The“ New Plan" , whichDr.HjalmarSchacht , theGermanEconomicMinisterand

PresidentoftheReichsbank , announcedon24September1934 , wasnotanewsys-
10)

ternbutacompilationofGermanexchangecontrols.IV) However , thereremaineda

problem ofmultilaterally clearingofbilaterallyunsettled balances. The “ N ew

Orderぺwhich Dr.WalterFunk , theGermanEconomicMinisterandPresidentof

theReichsbank , announcedon25July1940, wasaresolutiontotheaboveproblem

byestablishingamultilateralclearingsystemwithBerlinasthecentralclearingｭ

houseforEuropeanpayments. Thereichsmarkwouldbetheinternationalcurrency

withintheGerman-controlledareabutthenationalcurrenciesofthedifferentcounｭ

trieswouldberemain. Theirnationalcurrencieswillbestabilizedinrelationto

reichsmarkwhichwouldremainstableinrelationtogoldortheU.S.dollar.
ll

)

MarkbalancesintheGerman-Danishclearingaccount , forexample , couldalsobe

usedtosettledSwedishclaims. Dr.Funkinsistedthatthiscurrencyschemewould

beentirelydivorcedfromgoldandadoptedfromthedoctrineofnominalismby

Knappwhosaidthat “the currencydoesnotdependforitsvalueuponitsgoldcovｭ

er , butonthevaluewhichtheStategives it" ・ 1 2 ) Currencyschemeunder“ N ew
Order"wasthefirstpracticalplansforapostwarmonetaryandeconomicorder.13)

InNovember1940KeyneswasaskedbyHaroldNicolson , theMinisterofInｭ

formation , toprepareacounterproposalforGermanpropagandaof “New Order".

Keynesrepliedtothisrequest:

Inmyopinionaboutthree-quartersofpassagesquotedfromtheGerman

broadcastswouldbequiteexcellentifthenameofGreatBritainweresubstiｭ

tutedforGermanortheAxis , asthecasemaybe. IfFunk てs planistakenat

itsfacevalue)itisexcellentandjustwhatweourselvesoughttobethinkingofdoing

(ibid., p.2, italicsmine).

In a memorandum entitled the “ Proposal to Counter the German ‘N引tV

Order'" datedon25December1940 ラcirculated on1December , Keynesexpresseda

certainsympathywiththeGermanproposalbasedonSchachatianbilateralism. In

thememorandumhesays: “After thelastwarlaissez ゾ訂作 inforeignexchangeledto

chaos. Tariffsoffersnoescapefromthis. ButinGermanySchachtandFunkwereby

forceofnecessitytoevolvesomethingbetter. Inpracticeth りhave usedtheirnew りstem tothe

detrimentoftheirne なhbours. Buttheunderlyingideaisso

10) ibid., p.133.

11) Einzicg(1941 ,p.2)
12) Guillebaud(1940 , p.456).

13) vanDormael(1978 , p.5)
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inhisfirstdraftoftheICU , abouttenmonthslater:

.Dr.Schachtstumbledindesperationonsomethingnewwhichhadinit

thegermsofagoodtechnicalidea. Thisideawastocuttheknotbydisｭ

cardingtheuseofacurrencyhavinginternationalvalidityandsubstitutefor

itamountedtobarter , notindeedbetweenindividuals , butbetweendifferent

economicunits … [T]hefactthatthismethodwasusedinserviceofevilmustnot

blindustoitspossibletechnic αI advantageinserviceofagoodcause … I expoundin

aseparatepaperapossiblemeansofstillretainingacurrencyhavinganunｭ

restrictedinternationalvalidity. Buttheallen ωive tothisissur ，のnot areturnto

thecurren りdisorders theepochbetweenthewars, mitigatedandtemporarilypostponedby

someliberalRedCross ωork 砂the UnitedStates, butarefinementandimprovementof

Sh αchtian device(ibid., pp.23-4 , italicsmine).

Asthesequotationsshow ラit isnotsurprisingthatKeynesregardedthetechｭ

niquesofGermanexchangecontrolcreatedbySchachtandFunkasaprototypeof

postwarinternationalmonetarysystem , eventhoughthepurposeofthiscurrency

schemeforenlargingGerman-controlledcountieswastobepoliticallyblamed. The

earlydraftsoftheClearingUnionseemtobeinfluencedbysuchaGermanycurrenｭ

cyschemeinsomerespects.

(ii) MultilateralClearingwithExchangeControls

TheICUisbaseduponthe“ banking principle"whoseassetsareitsreserves

andloanstothecentralbanksofmembercountriesandwhoseliabilitiesthedeposits

ofcentralbanks. Thedeposits , called “Bancorヘ i s anewinternationalcurrency

createdbytheICU. Eachcountryisgivenaquotaandallowedoverdraftsaccordｭ

ingtothisquota. ThemultilateralclearingisattainedbythetransferofBancor , in
whichthesurpluscountrieshaveacreditbalancewiththeIUCanddeficitcountries

haveadebitbalance. Inotherwords ラthe imbalanceofthebalance-of 二payments is

reflectedintheaccountsoftheICUasoverdraftsforthedebtorsandpositivebalｭ

ancesforthecreditors. Suchmultilateralclearingsystemhasbeenthoughtthatthe

KeynesplanforanICUmadeafavorablecomparisonwiththeWhiteplanforan

ISF. AstheISFhasnomultilateralclearingsystemand“Unitas" ラ a newinternaｭ

tionalcurrencycreatedbytheISF , isonlyanunitaccount.

However , weshouldnotoverlookthatthemultilateralclearingoftheICUis

notthroughthecompetitiveexchangemarketbutbetweencentralbanksmonopolizｭ

ingallexchangetransactions. InhisfirstdraftoftheClearingUnion , Keynes

stipulatedthisasfollows:

Withinanymember-countryorcurrencyunittheprovisionofforeignex 田

changetobeconcentratedinthehandofitscentralbankwhichwoulddeal

withthepublicthroughtheusualbanks...Internationallyalltransactions

[should]beclearedbetweencentralbanks , operatingontheiraccountswith

anInternationalClearingBank(CW , 25 , pp.33-4).

Similarly , inhisseconddraft , Keynesrepeatsthisstipulation:

Withinanystate(orgroupofstates) ラwhich isamemberoftheUnion , the
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provisionofforeignexchangeforremittanceeithertomemberornon-memｭ

berstateswillbeconcentratedinthehandsofitscentralbankwhichwould

dealwiththepublicthroughtheusualbanks...Thebalancesduetoorfrom

anyforeignstatewillbeclearedbetweenthecentralbanksconcerned , operｭ
atingontheiraccountswiththeClearingBank(ibid., p.61).

AfterpointingoutthatKeynes “ envisaged mu1tilateralisingcentralized ex 開

changedealingswithinthecontextofexchangecontrols αndp のments agreements ぺ Moggridge

continuesthatsuchasystemof “all internationalpaymentsbeingchanneledthrough

centralbankswithimbalancesbeingmu1tilateralisedthroughaninternationalinｭ

stitution...ruledoutthepost-1945norminwhichcommercialbankseffectinternational

paymentsthroughcompetitiveexchangemarketsandleavecentralbanksandexｭ

changefundsasresidualbuyersandsellerstothedegreenecessarytomaintainthe

agreedordesiredpatternofexchangerates" ・ 1 4 ) TheKeyneplanforanICUinfluｭ

encedbytheGermancurrencyschemewasagainst“ the post-1945norm"basedon

privateexchangetransactionsthroughcompetitiveexchangemarkets. Asindicated

inthenextsection , Keynescontinuedtopersistinhisideasoftheanti-post-1945

norm , hopingtorecoverhislostpositionafterthepublicationofboththeKeynes

andWhiteplanandevenaftertheBrettonWoodsConference.

III Anglo-AmericanControversyonMultilateralPayments

(i) Keynesvs.WhiteControversyonMonetisationofUnitas

AfterbothKeynesandWhiteplanswerepublished ラKeynes thoughtthatmany

differencesinbothplanswouldconvergeontheWhiteplan. Ratherhefearedthat

theAmericanswouldgobackintoisolationismastheyhadusedbeforeandwithｭ

drewfromthecollaborationthattriedtoconstitutepostwarinternationaleconomic

order.
IS)

AsPresnnellpointsout , themostimportant“ Sterl ing-Dollar Diplomacy"

betweenthepublicationofbothplansinApril1943andtheBrettonWoodsConferｭ

enceinJuly1944wastheWashingtontalksbetweenSeptember-October1943.16
)

TheBritishdelegationwasledbyRichardLaw ラthen ParliamentaryUnder-Secretary

ofStateatForeignOffice , buttheheadoftheLawMissionwaseventuallyKeynes

asoneoftheTreasurymembers. IntheseWashington talks , theauthorsofthe

ICUandtheISFconfrontedoneanotherdirectly.I?)

TheBritishWarCabinetleftfiveinstructionstothedelegation:(i)members

14) Moggridge(1986 , pp.59-60) , italicsmine. S肘also Moggridge(1992 , p.673).
15) Immediatelyafterthepublicationofbothplans , K町nes wroteinalettertoSirFrederickPhillips , repｭ

resentedtheBritishTreasuryinU.S. , thatwhat“ we wereinasensepropagatingfortheHarry¥Vhite

plan …was noharm". Hecontinued: “The realriskisthattherewillbenoplanatallandthat[the

U.S.]Co 時ress willrunawayfromtheirownproposal. Noharm , therefore , atleastsoitseemsto

me , iftheAmericansworkupacertainamountofpatrioticfervourfortheirownversion. Muchcan

bedoneindetailhereaftertoimproveit. Thegreatthingatthisstagethattheyshouldgetthorｭ

oughtlycommittedtotherebeingsomeplan" (CW , 25, p.242).

16) Pressnnell(1986 , p.116). SeeaosoHorsefield(1969 , Vol.I , p.60)andMikesell(1994 , pp.24-30).

17) Harrod(1 95 1 ラ p . 555 ) .
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shouldmaintainthefreedomtoalteritsownexchangerate:(ii)theFundquota

shouldbelargerthanwhattheAmericanshadproposed:(iii)goldsubscriptionto

theFundshouldbelimitedto12 1/2percentofeachnation'squota: (iv)any

attempttodealwithabnormalwarbalancesshouldnotbepartofthescheme:(v)

theFundshouldbe“ passive" intheexchangemarketandnotbuyorsellnational

currencies.
18
) Inthissection , wewillexamineonlythefifthinstruction , namely , the

proposalformonetisationofUnitas , becauseitisthoughttobecloselyrelatedtothe

recoveringhislostpositionoftheKeynesplan.

AsKeynescriticizetheWhiteplanforforgettingallabout“ the usefulconcept

ofbankmoney" (CW , 25ラp. 159) , UnitasintheISFplaysarollonlyasanunitof

accountincomparisonwithBancorintheICUasamediumofexchangeandreｭ

servecurrency. Also , asKeynesridiculeit ラthe ISFis“ a mixedbagofcurrencies"

(ibid., p.308).

TheApril1943andearlydraftsoftheWhiteplanprovidedthattheISFmight

selltomemberA thecurrencyofmemberBonlyifA hadanadversebalanceof

paymentswithB. Thismeant ラhowever ， thattheISFfailedtoprovideformultiｭ

lateralclearing. ThisproblemhadbeenresolvedinJulybyamendingtherelevant

clausetoread“ to meetanadversebalanceofpaymentspredominantlyoncurrent

accountwithanymembercountry ぺso thatitwaspossibleforAtorequirethecurｭ

rencyofBtosettleanadversebalanceofpaymentswithC , eventhoughitsbalance

ofpaymentswithBwasfavorable.
19

) Inthesamedraft , however , anotherdisturbｭ

ingprovisionwasintroduced:thecurrencypurchasedbytheISFhadtobe“ in good

standi 時" Keynesobjectedtothisprovisionasfollows:

[TheFund]wouldexerciseitsdiscretionwhetherornottoacceptortosupｭ

plyparticularcurrencies. Itwouldpurchaseonlythosecurrencieswhichit

decided(onnoclearcriterion)tobe'ingoodstanding にand (alsoonno

clearcriterion)thesaleofwhich‘is requiredtomeetanadversebalanceof

paymentspredominantlyoncurrentaccountwithanymembercountry'

(ibid., p.318).

IftheISF , forexample ぅwould judgesterlingtobenot ‘in goodstanding うat its

discretion , theU.K.wasobligedtolosethequalificationwhichdrawsanycurrency

fromthefundinexchangeforthesterling. AsPresnnellpointout , Keynes“ feared
thatthealternativeofa'amixedbagofcurrencies'wouldpermitdiscrimination

againstapa

18) C、V ， 25 , p.338. SeealsoMoggridge(1992 , pp.723 ・4).

19) Horsefield(1969 , Vol.I , p.59).

20) Presn 町II (1986 , p.122).

21) ibid. , p.140.
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TheproposalformonetisationofUnitaswastomakeUnitas “bank money"

andintroducetheprincipleof“ p assivity" totheISF.22
) Keynesproposed:

TheFundmustnotdealinamixedbagofcurrenciesbutonlyinunitas ,
whichwillnotberedeemableingoldandholdingsofwhichwillbeacquired

bymembersinexchangefortheirsubscriptionsandtransferredbetween

thembyentriesintheFund'sbooks…T his conditionmeansthat , inreturn

fortheirinitialsubscriptionintermsofgoldandsecurities , memberswould

becreditedwithcorrespondingmountsofunitasonthebooksofFundwhich

would丘町 to transfertooneanotherinexchangeforneededforeigncurrenｭ

cy. ThustheFundwouldbecomepassivesofarasexchangedealingsare

concerned ,justastheC.U.wouldbepassive(ibid. ラ pp . 3 1 7 -8 ) .

TheBritishdelegationformallysubmittedtheproposalformonetisationofUnitas

totheAmericansintheWashingtontalkson21September. Inthememorandum

sendtoH.D.White ラKeynes proposedthatamembershouldreceiveinreturnfor

subscriptiontotheFundacorrespondingbalanceexpressedinUnitas , thatamemｭ

bershouldundertaketosellitscurrencytoanothermemberandtobuyitfrom

anothermemberinexchangeforatransferofUnitasatparityonthebooksofthe

Fund , andthatthemaximumcommitmentforamembertoreceiveUnitasshouldbe

limitedupto120percentofitsquota (ibid. , pp.342・3). MonetisationofUnitas

wastomaketheISFtheclearinghousethroughUnitas , andso , eventuallytorealize

theKeynesplanwhichmakethetheICUtheclearinghousethroughBancor , even
thoughremainingthesubscriptionprinciple.

ThisproposalwasopposedbyAmericandelegatesbecausetheeffectofthis

proposalwouldbethesameasthatofKeynesplanitself , namelytoexpandtheU.S.

commitmentbeyonditscontribution. AlthoughtheyagreedthattheFundshould

bepassive , theyinsistedthattherealeffectoftransactionsbetweentheFundandthe

centralbankwouldbethesamewhetherUnitaswasusedornot.
23

) Bytheendof

WashingtontalksKeynesandotherBritish0伍cials waspersuadedthattherewasno

fundamentaldifferencebetween theformulationofthe Fundwithandwithout

Unitas. InconsequenceofacompromisethattheAmericansacceptedtheprinciple

ofpassivityandtheBritishwithdrewtheproposalformonetisationofUnitas , the

negotiationresultedintheomissionfromtheJointStatement ラappeared on22April

1

22) Harrod(1951 , pp.562 ・3).

23) Horsefield(1969, Vol.1, p.65).
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preciselythesamefunctions… As aconsequenceofthis , itisnolonger

necessarytointroduceanewinternationalunit ラwhether bancororunitas ,
sinceitisonlyifthemembercountriesbankwiththeFundthattheuseofa

newcommonunitbecomesunavoidable(ibid., pp.437-8).

(ii) Keynesvs.RobertsonControversyonConvertibility

EvenaftertheBrettonWoodsConferenceofJuly1944 ラKeynes persistedinhis

belief. ItisintheKeynes-Robertsoncontroversyontheinterpretationoftheconｭ

vertibilityinArticleVIIIoftheIMFAgreementthathecontinuedtoholdtheidea

ofthemultilateralclearingbetweencentralbanksaftercentralizingallexchange

dealingsinitscentralbank.24)

TherearetwoprovisionsofconvertibilityinArticleVIII ラGeneral Obligations

ofMembers:first ラArticle VIIISection2(a) , AvoidanceofRestrictionsonCurrent

Payments:secondly , ArticleVIIISection4, ConvertibilityofForeignHeldBalances.

VIII2(a)providesthatmembersshouldnot “impose restrictionsonthemakingof

paymentsandtransfersforcurrentinternationaltransactions"exceptforthreesetof

circumstances:(i)ifthescarcecurrencyclausewasinvoked(ArticleVIISec.3(b)) ,
(ii)duri 時the transition(ArticleXIVSec.2) , (iii)withtheapprovaloftheFund.

VIII4providesthatmembersshouldconvertoverseasbalancesinto “the currency

ofthemembermakingtherequestorgold ぺif thesebalanceshadbeen“ recen tly acｭ

quiredasaresultofcurrenttransactions"orwhose“conversion isneededformakｭ

ingpaymentsforcurre 則transactions". Thatistosay , VIII2(a)prescribesfor

marketconvertibilityontheonehandandVIII4demandsofficialconvertibilityonthe

otherhand.25)

On31July1944immediatelyaftertheBrettonWoodsConferencecametoan

end ラDennis RobertsonsentanotetoKeynesinOttawa. Inthisnote ラRobertson

statedthatVIII2(a)was “the mainandover-ridingobligation"andthatVIII4

was “the supplementaryobligation" (CW , 26ラpp. 114・5). Hewentontosaythat

“ [i]tfollows… th a t theclauseexemptingamemberwhichhasexhausteditsrightsof

resourcestotheFundfromitsobligationsunderVIII4(a)[(v)] ラis ofverydoubtful

valuesofarastheobligationunderVIII4(a)(i)isconcerned , since… th is obligaｭ

tionisalreadyimplicitthemaster-obligationsetoutinVIII2(a) , whichissubject

tonosuchlet-out" (ibid., p.116). AsopposedtoRobertson'sinterpretationabout

relationbetweenVIII2(a)andVIII4ラKeynes deniedVIII2(a)involvedan

obligationofconvertibility. Hestatedthat “[c ]onvertibilityonlycomesabout , ifat

all , throughthecombinationofthisclause[VIII2(a)]withVIII4" (ibid., p.118).

Keynes'sinterp

24) Therearemanysourcesandsomedetailstudiesaboutthecontroversy. SeeGold (1981a , b) , Pressｭ
nell(1987 , pp.170-182) , andMoggridge(1992 , pp.748-53).

25) Gold(198Ia).
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tobuysterlingfromanothercentralbankinexchangefortheforeignexchangeitdeｭ

sires(VIII4(a));butthattheBritishCentralBankisexemptedfromitsobligation

ifithasexhausteditsrightsofresourcestotheFund(VIII4(b)(v)).

Inshort , Keynesputemphasisontheofficialconvertibilif:JofVIII4ontheone

handandRobertsonadheredtomarketconvertibilif:JofVIII2(a)ontheotherhand.

A beliefofKeynesisthat “[a] leadingpeculiarity …in I.M.F.isthat , apartfrom

VIII2, theobligationsallapplyasbetweencentralbanksandnotasbetl ρeen acentralbαnk

andnon-residentindividual" (ibid., p.119 ラitalics mine) ラwhereas theassumptionof

Robertsonisthat"exchangeareal 却のs maintained砂 supporting thefreemarket, insteadof

forcingmemberbankstooperatethroughthemachineryoftheFund" (ibid., p.122,
italicsmine). KeynessummarizedthedifferenceofhisownideasandRobertson's

asfollows:

TheobligationofconvertibilityunderVIII4- inmyopiniontheonly

obligationofconvertibilityweundertake- isbetweenpairsofcentralbanks

andrelatedonlytoconvertibilitybetweenthecurrenciesofthepairinques 幽

tion. Itgivesnorightstoprivatepersons , whocanonlyobtainconvertibilｭ

itythroughthegoodoffersoftheirowncentralbank. AccordingtoProfesｭ

sorRobertson , ontheotherhand , VIII2(a)imposesonourExchangeConｭ

trolanover-ridingobligationtoprovideanyprivatepersononrequestwith

anycurrencyintheworld.(ibid. ラ p . 135).

ThecontroversyoriginatingbetweenKeynesandRobertsonbecamethedebate

betweentheU.K.andtheU.S.Treasurywhichlastedforalmostoneyear. Keynes

andalmosteveryotherBritishexpertwantedtherestorationoftheconvertibilityof

sterlingtobepostponedandacomprehensiveexchangecontroltobemaintainedas

longaspossible. RobertsonandtheU.STreasury , howeverラconsidered thatthe

practicefortheU.K.monetaryauthoritytocentralizeallexchangetransactionsand

nottoprovidetheexchangetothenonresidenttotransferhisproceedsintohisown

currencywasarestrictionandviolationunderVIII2(a).26) Keynesdraftedthe

lettertoH.Morgenthau , theU.S.SecretaryoftheTreasury , andsentittoWashingｭ

tonunderthesignatureofJ.Anderson , ChancelloroftheExchequer , datedon1

February1945.27)IttookfourmonthsforMorgenthall うs replytoreachtoLondon ,
inwhichMorgenthaustatedthattherewasnoinconsi

26) Gold(1981b , pp.39-40).

27) CW , 26 , pp.175 ・7. SeealsoPressnell(1986 , Appendix16a).

28) CW , 26 , pp.183-4. SeealsoPressnell(1986 , Appendix17).

29) SeePress 町II (1986 , Appendix18).
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sincethe1950sinmanymembercountriesincludingtheU.K.VIII4hasfalleninto

desuetudeandindeedhasneverbeeninvoked.
30) Themechanismofmultilateralpayｭ

mentsundermarketconvertibilityatwhichVIII2(a)hasbeenaimedwasattained. On

theotherhand , VIII4aswellastheKeynes'sICUaimedatthemechanismofmultiｭ

lateralpaymen おunder officialconvertibility. ThereasonwhyKeyenesregardedVIII4

asimportantisthatitsprovisionmightmakemultilateralpaymentssystemthrough

theFunditself. However , afterwardstheinternationalmonetaη r systemdeveloped

inthedirectionwhichKeynescouldnotexpected;afreeexchangemarketwasreｭ

stored;thepolicyofmembersdonothavetomonopolizedexchangetransactions;

evenmonetaryauthoritiesaswellasprivatepartieshavebeenabletoparticipatein

thefreeexchangemarket. Inthatsense , itmaybethoughtthatbothwhatVIII4

hasbecomeadeadletterandwhattheKeynesplanforanICUwasdefeatedbythe

WhiteplanforanISFareonthesameline.

IV ThePostwarInternationalEconomicOrderintheKeynesPlan

(i) Rulevs.DiscretioninKeynes'searlyandlaterstance

TheinternationaleconomicorderisdefinedbyWilliamsonas"asetofgeneralｭ

lyacceptedrulesandconventionsregardingtheproperwayforcountriestoconduct

thoseoftheireconomicpolicesthathavesignificantrepercussionsoutsidetheirown

borders". And “ th e lackofanorderischaracterizedbyatmostweakrulesand

light-heartedbreachessuchrulesasaresupposedto exist , resultingincountries

adoptingpolicieswithsignificantinternationalrepercussionsentirelyattheirnational

discretion" ・31) Whatisapparentinthisdefinitionisthattheinternationaleconomic

orderisstabilizedwhensomerulesareacceptedbyallcountrieslestanyinternal

economicpolicyconductedbyonecountryhassignificantexternalrepercussionsto

othercountries. Contrarytothiscase , aninternationaleconomicorderisdestabiｭ

lizedwhensuchrulesarenotacceptedandeverycountryconductsitseconomicpoliｭ

cyatitsowndiscretion.

Bytheway , wecouldroughlyplacethepastcontroversiesaboutmonetary

policyontheschemeofso-called“ rule versusdiscretion ぺsuch asmetallismversus

nominalism , currencyschoolversusbankingschool , goldstandardversusmanaged

currency , fixedexchangerateversusfloatingexchangerate , andmonetarismversus

ysianism-32)

ThebasicstanceofKeynesinhisearlydayswasthatmonetarypolicyshould

beusedtoattaininternalstabilityandthattheachievementofexternalstabilityhad

tobeconsideredseparately. Britishmonetarypolicyduringinterwarperiodhada

dilemmathatwhileacheepmoneypolicywasdomesticallyrequiredtoreduceunem ・

ploymentontheonehand , adearmoneypolicywasexternallyneededtofinancethe

30) Gold(1981b , p.40).
31) Williamson(1983 , p.87).

32) Onthetheorγof rulesanddiscretioninmonetarypolicy , seeGiovannini(1993).
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deficitsofbalanceofpaymentsontheother. Inthefaceofsucha “fundamental
disequilibrium ぺthe devaluationofpoundsterlingwasthebestpolicychoiceas

Keynesmaderightlydiagnosis. AgainstBritishgovernment , whichweregoingto

makeadecisiontoreturntothegoldstandardatitspre-warparityof$4.86 , overｭ
valuedbyatleast10percent ラin 1925 ラKeynes ラin ATractonMoneta り Rφrm (1923),
proposedthemanagedcurrencysysteminordertobe 仕ee fromtherulesofgamein

thegoldstandardandtoabletobediscretionarycontrolmoneysupplytoadjustinｭ

ternaleconomicconditions. Inthisway , itisclearthatKeynesplacedsuperiority

ondiscretionovertherules.

IntheseconddraftoftheICUラdated on18November1941 ラhowever ラKeynes

explainedhisviewseeminglycontradictorytohisearlystancementionedabove:

InonlyoneimportantrespectmustanInternationalBankdifferfromthe

modesuitabletoanationalbankwithinaclosedsystem , namelythatmuch

moremustbesettled 砂rules αnd りgeneral princ 伊les αgreed beforehandandmuchless

bydの-to-d ，のdiscretion (CW , 25 , p.45 , italicsmine).

Inhisthird draft ラdated on15December 1941 ラon theotherhand ラKeynes

addedthefollowingsentencestotheabovequotations:

Perhapsthemostdifficultquestiontodetermineishowmuchtodecideby

rulesandhowmuchbydiscretion. Ifruleprevails, theliabilitiesattachingto

membershipofthesystembecomeclearanddefinite , whilsttheresponsibiliｭ

tiesofcentralmanagementarereducedtoaminimum..., Ifdiscretionprevails,
wehavetodecidehowfartheultimatedecisioncanbelefttotheindividual

membersandhowfartothecentralmanagement....Ifruleprevails , the

schemecanbemademorewater-tighttheoretically. Ifdiscretionprevails, it

mayworkbetterinpractice. Allthisisthetypicalproblemofanysuperｭ

nationalauthority. Inmyfirstdraft1 ωs criticisedforleaningtoomuchtothe

sideofrule. Inthisdraftthisbi ωis intheotherdirection … (ibid. ラ p . 73, italics

mine)

Meltzerassertsthat “[t] heproposalsfortheClearingUnion ラin factallofhis

proposals ラshow Keynesasaproponentofmonetaryrulesintendedtorestrictdiscreｭ

tionarypolicy andreduceuncertaintywithouteliminatingshort-termpolicyreｭ

sponse. ForKeynes , rulesactedasgeneralguidestoactionandrestrictionsthat

providestabilityandreduceuncertainty" ・ 3 3 ) Hegoesontosay: “On thechoicebeｭ

tweenprecommitmmentandunli

33) Meltzer(1988 , pp.210-1)

34) 出d. ， pp.243-4

35) Moggridge(1986, p.68). SeealsoMoggridge(1992 , p.677).
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sion(rulesoverdiscretion)andMoggridge'sviewthatKeynes'sstancewasconstantｭ

lydiscretion-oriented.?

(ii) MeaningoftheSymmetryintheKeynesPlan

BothKeynesandWhite , ofcourse , hadtodeviseasetofrulesinorderforthe

postwarinternationaleconomicorder. AnessentialruleoftheKeynesplanisthe

“ symm etry" inbalanceofpaymentsadjustment. Theproblemoftheasymmetry

betweenthedebtorandcreditorcountrieshasgenerallybeenknownasoneofthe

mostimportantthemesofKeynes うs internationalpoliticaleconomy. Thethemealso

hasbeenlongassociatedwiththeKeynesplanasopposedtotheWhiteplan.36
)

ItisinthefirstdraftoftheICUthathisintentionappearsmostclearlyand

vividly. Hereferstothefactthat “in thepastfivehundredsyearstherehavebeen

onlytwoperiodsofaboutfiftyyears" (CW , 25 , p.21)whentheadjustmentmechaｭ

nismofinternationalpaymentscanbesaidtohaveworked. Thefirstperiodwas

theageofElizabethI , inthelaterhalfof16thcentury , whentheprodigiousinflow

ofsilverfromnewthenewworldbroughtinflationtoEuropeand“ the strongうcredi

torcountries ラwhich firstreceivedsilver , hadtotaketheinitiativeinpriceadjustｭ

ment" (ibid., p.30). ThesecondperiodwastheageofVictoria , inthelaterhalfof

19th century ラwhen “ the systemofinternationalinvestmentpivotingonLondon

transferredtheonusofadjustmentfromdebtortothecreditorposition" (ibid., p.

21). Theinflowofgoldtothemaincreditorcenterswere “immediately translated

.notintoachangeinpricesandwagesbutintoachangeinthevolumeofforeign

investmentbythecreditors" (ibid. ラ p . 30). Heconcludes that “the architectsofa

successfulinternationalsystemmustbeguidedbytheselessons. Theobjectofthe

newsystemmustbetorequirethechiefinitiativefromthecreditorcountries" (ibid.,
p.30).

Bythesymmetryintheadjustmentmechanism , Keynesmeanstoputthereｭ

sponsibilityandburdenforadjustmentonthecreditorcountries. IntheKeynes

planforanICU ラthis ruleistoputexpansionistpressure , namely , measuresforthe

expansionofdomesticcreditanddomesticdemand , onthecreditorcountries. The

ruleofthesymmetryarealsomaterializedbytheprovisionthatevenacreditor

countryshouldpayachargeonhiscreditbalancesintheICU. Keynesregards

thisprovisionas “a significantindicationthatthesystemlooksonexcessivecredit

balanceswithascriticalaneyesasonexcessivedebitbalances" (ibid., pp.118-9 , p.
173).

Whataboutchangesinexchange

36) Flanders(1989 , p.190).
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erningBoardmayaskthefurthersuitableremedies. Asurpluscountrywhosecredｭ

itbalancehasexceededahalfofitsquotaontheaverageshalldiscusswiththeGovｭ

erningBoardaboutappreciationofitscurrency. InthiswayKeynessupportedthe

adjustablepeg.
37

) Onthe contrary , undertheWhite plan ラexchange ratesmay

changeonlyinthecaseof “fundamental disequiliburium"andarerequiredapproval

oftheISF , name!)らa 4/5majorityofthemembers'votes. Inthisregard , Keynes

criticizedthat “ there isagreatersurrenderofsovereigntyunderS.F.thanunder

C.U. , andtherigidityisveryexcessive" (ibid., p.220). Moggridgeiscorrectasfar

aschangesinexchangeratesconcernedwhenhesaysasmentionedabove: “in the

caseofhisClearingUnionKeynesstartedwithanemphasisonrulesbuthemoved

inthedirectionofdiscretionfromthethirddraftonwards".38)

Theruleofsymmetηat whichKeynesaimedwashisfearaboutthatU.S.disｭ

cretionarypolicies(especiallysterilizationpolicy)wouldbeaheavyburdentothe

postwarBritisheconomicreconstitution. Indeeditmightbefairthathisproposal

ofadjustablepegwasdiscretion-oriented ラbut itwerealsointendedtoconstrainthe

biggestsuper-powerinthepostwarworld. Sowehadbetterplacehisthoughtnot

ontheschemeof “rule versusdiscretion"buton “rule versuspower". Heformu自

latedapostwarinternationalmonetaryplannotunderpower-basedsystembut

underrule-basedsystem. Itisneedlesstosaythathisintentionwasbasedonhis

patriotismreflectedbyBritisheconomicinterests.

ConcludingRemarks

Inthispaper , weexaminedthehistoricalconstraintsoftheKeynesplanforan

IUC. First , oneofimportantoriginsoftheKeynesplanwasGermancurrency

schemewhichaimedatamultilateralpaymentssystemofbilateralexchangeclearing

agreements. ThemultilateralclearingoftheICUisnotthroughacompetitiveexｭ

changemarketbutbetweencentralbanksmonopolizingallexchangetransactions.

ItwashisearlydraftsoftheIueinfluencedbyGermanoriginatorsthatsuchcharｭ

acteristicswasdistinct.

Secondly , Keyneswasoptimisticevenafteritisclearthattherealizationofthe

ICUmadeimpossible. EventhoughitsmechanismthroughBancorarenotrealｭ

ized , hethoughtthatifmonetisationofUnitascouldbeagreedupon , theflameof

thismechanismwouldbecarriedoutintheISF. Alsoeventhoughthisproposal

couldnotbeagreedupon , hethoughtoncemorethatiftheinterpretationthatthe

provisionof0伍cial convertibilityofArticleVIII Section4ismaster-obligation

againstthatofmarketconvertibilityofArticleVIIISection2(a)couldbeagreed

upon , thecoreofhisideaswouldremainintheIMF. Alloftheseexpectations

failedtoberealizedbecausehisplanfor IUU , hisproposalformonetisationof

37) FortheviewthatKeynesswitchedhisthoughtofexchangeratesystemfromcrawlingpegtoadjustｭ

ablepeg , seeWilliamson(1983 , p.99).

38) Moggridge(1986 , p.68).
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UnitasinISFandhisinterpretationonconvertibilityintheIMFwereallagainst

the“ postwar norm"ofa企ee exchangemarket.

Finally , thepostwarinternationaleconomicorderatwhichKeynesaimedwas

arule-basedsystemratherthanapower-basedsystemthatwouldpermitthesymｭ

metryoftheadjustmentofbalanceofpaymentsbetweentheU.S.asthelargestcredｭ

itorcountryandtherestoftheworld. InordertoconstrainttheU.S.power , he

proposed , forexample , thedomesticexpansionofthesurpluscountries , payinga

chargeevenontheircreditbalancesintheICU , andthediscretionarychangeofexｭ

changerates. Sucharule-basedsystem , however , wasbasedontheU.K.national

interestswhichwereburdenedwiththelargesterlingbalances. Itwashispatriotic

inclinationtoBritishnationalintereststhatthemultilateralclearingsysteminthe

Keynes ラs sense , theconvertibilityinhisinterpretation , andthesymmetricalsystem

ofthea司justment mechanism , almostallbecameimpracticalatBrettonWoodsConｭ

ferenceandafter.

Bytheway , Keynes'sanothercontributiontothepostwarinternationalecono ・

micorderwasthewaytodealwiththelargesterlingbalances , namely“ abnormal
wartimebalances"intheU.K.officialterm. BecauseBritishofficialswantedtoexｭ

cludethisprobleminthediscussionatBrettonWoodsConference , theKeynesplan

foranICUseemedintentionallytoavoidtomentionit. Astheearlydraftofthe

Whiteplan , however , providedthisproblemindetailandKeyneshadahighopinｭ

ionofitsproposalas “an exceedinggenerousproposed , whichwouldbemosthelpful

tous" (CW , 25 , p.163) ラthe postwarcurrencyschemeandtheburdenofthelarge

sterlingbalanceswerecloselyinterrelatedeachother. Sincediscussingsuchimporｭ

tantproblemasawholeisbeyondthispaper , wehavetodevelopthethemeinthis

papertoKeynes'scontributiontothewaytodealwiththesterlingbalancesandthe

Anglo-AmericanFinancialAgreement.
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