of capital controls. The Fund should be re-
quested to prepare a study dealing with remain-
ing capital controls and how their elimination can
encourage stabilizing movements of long-term
capital and thus contribute to balanced intér-
national payments.

The International Monetary Fund can play an important role
in eliminating restrictions on long-term capital movements as-
sociated with security purchases. Member countries are required
to inform the Fund of capital restrictions they impose. Annual
consultations of the Fund provide an opportunity for review and for
comments by the U.S. Executive Director. Although the Fund can-
not formally take exception to capital restrictions—since its ap-
proving jurisdiction is limited to restrictions on current transac-
tions—it can indicate that removal of capital restrictions would be
helpful to the international financial mechanism. The decision by
the Fund in 1961 to make its resources available to finance balance-
of-payments deficits arising from capital outflows should help en-
courage countries to eliminate capital controls.
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