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The woe and the disaster of war are so great that we ought not to add
to them the peril of an unplanned peace, or armistice between wars, as
destructive as the war itself.

In planning it is usual to think of alternatives, and we have them on
the international economic front. One would be economic isolationism, but
it would be easy to show that it isn't a workable alternative. le don't
exactly know what was the degree of isolation on this continent prior to
1492; but we do knw that isolationism has not been the rule since then. Nor
could it have been.

Probably no political unit on earth is so well fitted for economic
isolation as the United States of america, so nearly equipped to supply all
its own wants; but to accomplish it we should need a police force of unim-
aginable size and the result would be an economic revolution internally.
It is of course quite true that America is her own best customer, both for
the present and the future, and that foreign trade accounts for but a small
fraction of our business. But that small fraction has been built or has
grown into the fabric and tissue of our economy. We couldn't cut it out
without serious damage and peril to our econonmc health.

So long as we need and want products of other lands we shall have
foreign trade, and no set of restrictions will entirely choke it off. There
seems to be no good reason to choke it off, but on the other hand a good
many reasons why re should encourage it.

There are reasons of i.nxediate and obvious sclf-interest. We need to
buy and we need to sell, We need to buy products that :we don't grow, make
or dig. In spite of progress in sWithetias we shall probably want to go back
to heavy imports of crude rubber. We shall have to continue to get our tin
from abroad and to make the high-sreed and specialty steels that modern
industry and transport Caenand "e shall have t import 40 different colnmodities
from more than 50 countries. 7e need asbestos, nitrates, chrome ore, flax
fiber and various kinds of eools. [hese rsa basic materials for manufacture,
but the list is long when :o get into the field of conswuer wanbs with such
items as coffee td tea, tropic fruits and nuats and a great variety of food
products. ¥c want also, though 'e: may not need them so badly, cheeses from
Holland, china from Groat Britain and Sweden, linen from Irelad, laces from
Belgium, watches from Sitzcrland, and no doubt again rart wintcs and objects
of art, beauty and utility from Fretnc. We want rugs and other textiles from
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the near and the far East and works of art and handicraft from the remotest
mountalns and valleys a d deserts of all the continents.

These things we would not give up without a wren-t to our economy and
our mode of living, nor could we give up our exports without difficulties
probably just as serious.

Although normally we sell abroad less than 10 percent of our output of
movable goods, that 10 percent is vitally important. The significance of the
foreign markets must be judged, not on the basis of the magnitude alone, but
in terms of the crucial position of the foreign market in certain industries
and the indirect effects that loss of these markets would have on other
industries. The tobacco leaf industry in 1938, for example, exported 57 per-
cent of its total production, the cotton industry 46 percent, and the aircraft
industry 62 percent. The foreign market is also very large for machinery,
petroleum, autos, iron and steel, chemicals and wheat, to mention only a few
of the most important.

Exports, too, will assume an added importance for us in the immediate
post war years. This country will be faced with the job of reconverting
from war to peace-time produetin.l Since the process of manufacturing a steel
ingot is the sanme whether it is t to fashioned into a tank or a locomotive,
the conversion problem will be , nslably lighter if the industries pro-
du.in. capit. goods can cxpot a c: inuirtt market for their output. It
may be expected that for a cons! KU, t tLme other countries of the world will
need urgently the machine tools , a] lit equipment that this country will no
in an excellent position to prLikde.

Considerations of direct and obvious self-interest thus dictate fnr us
a policy of trying to open up and to keep open to the maximum degree the
channriels of foreign trade after the war. c can profit by exporting our
special skills and products and b 7 importing the spccial skills and rroducts
of other countries. But there are other loss obvious and direct aydv ntagcs
that are in the long run probably evenr, more important. Few other uttrios
are as rnea,]y self-contaired economically as we. For most of thor vl life
of their populations on any decent level of subsistence depends or Lha ability
to export and to import. This is as true of countries with a higM osicrN-
ization of industry as of countries which are mainly sources of ninx :1 s and
agricultural products. It is true of Great Britain, of Swedenr, (o ?;azil.
As to some countries the export of services such as shipping mcanr ie dif-
ference between depression and prosperity. For many of these coriu ics the
United States is the major market and they also constitute important merkcts
for us.

One of the most striking facts about the modern world is its increasing
economic interdepondence. Ore of the by-products of that interdependence is
that prosperity can ba exported and so oatn depressions. If i'o trad,, with
other lands wo are to a considerable degree subject to economic influences
at work in them. "e have a stake in -trld prosperity, in a general high level
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of well-being. We have an economic stake, and also a political one, for
economic pressures may and do produce political explosions. If we mean to
avoid other world wars on the heels of this one we must lose no time in
building the economic foundations that will make continuing world peace pos-
sible.

Some people lave such great faith in the automatic mechanisms of cocrmc
life as to believe that no planned overt action is needed for tlhe restoration
of international trade, that the world vwill go back to the hapr :,osition of
some blessed year in the past if only left to the devices nf tihe individual
tusiness nan. Hopes sut as these ignore completely the experien-e so pain-
f; iy acq ired dcring the decades between the two wars. Those years taught
u; that no natin' can avoio assuming some responsibility for the czonomxc
life and trade of its citizens. re can choose the ecoriomii warfare of the
1930!s, when the nations of the world undertook to handle world trade and
currency problems independestly, or we can benefit by thi, c:perionce and lay
our plans for solutions which do not so clearly lead to decreasing trade and
lower standards of living.

From the high tariff policies of the late boom years until the outbreak
of the present conflict, the major countries were engaged in practices which
seriously diminished the voltue of vrld ocmerce and prosperity. Politi-
cally, we were officially at peace during those years, but esonic warfare
was being waged continuously. Although no single fountry woas eholly to blame,
all were siort-sighted. Nations attempted to achieve economic recovery at
each other's expense. By means of quotas, tariffs, exchange controls, and
competitive depreciation of currencies, countries undertook tJ export unMom-
ployment. Those measures provided temporary relief until the countries
discrirmnatcd against followed suit. The volnns of lorld trade declined
rapidly and all saffcred.

Competitive exchange depreciation is a. evil which snoballs. The actions
of specific countries :rnd groups of countries in cutting the value of their
currencies - actions wlich often could not be avoided without ilelp ,hich was
not obtajiablo - created pressures on other countries to do the smme. 7xchango
dealers, understanding the incentive to further depreciation, were encourazod
to speculate nd thus contributed to the flights from specific currencies which
were developing because of the growing monetary insta ility. Tc hole Pattern
of exchange relationships, so slowly reconstructed after the last war, was
endangered, nid the situation became one of serious monetary disorder.

In addition, another development took place which further diminished the
volume of world eomerce. iNations, if they are to buy abroad, mist pay for
their purchases in one of three ways: with gold and foreign exchange, or with
money obtained by selling their ova products in foreign countries, or vith
money olbtained by borrowing. Since no country is able or wflling to permit
a gold outflow indefinitely and the depression had considerably decreased the
opportunities of selling abroad, foreign loans and credits were very i:rportant
in determining the level of world trade.
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After 1923, however, this last avenue for the acquisition of foreign
exchange was virtually closed. The attraction of our own stock market
ior the investment funds of american and foreign investors was one of the
reasons for the pre-depression decline. Unsettled political conditions
and the depression vere responsible for the reluctance of investors in
subsequent years. The result was a further decline in the export markets
of all nations.

Thus the problems we shall have to face after the war are not merely
those created by the ,var itself, but in large part they are the heritage of
the years of dcpres.%ion and economic warfare which preceded it. Wie shall
face a world disorfanized, exhausted and in many areas devastated by war.
The occupied areas and those which have been the battlefields will require
economic asEiistance on a tremendous scale. UNRRA, the international relief
organization, will provide for the most urgent needs, but relief will hardly
be sufficient in view of the devastation of turope and the thoroughness wiith
which the occupied nations have been plundered of machinery and other
capital equiprment. Irnnediate positive action will be nee ssary to prevent
economic stavnation and the social and political unrest which would follow
upon it.

For some years after the war few countries will have the surplus
conmod ties which can be used to pay for imports. Until such time as these
nations can again rake use of their full productive cacacity, extensive
international credits must be provided. ile many reasonably expect that
the required volume of short term capital will be made available by the
commercial banks and trading houses. industrialists and foreign traders
are already nmaking plans to reswie their usual exports and to extend
generous credits to their customers. It is also likely that there will be
a rapid resumption of direct investments in industrial exterprises abroad
in the form of subsidiaries and branch plants.

In addition, the rorld normally counts on a considerable volume of
long term credits to bring about a large and balar ce international trade.
As much as on,-foirth of the exports of the large industrial countries has
been paid for in ordinary times with funds provided through foreign
investment. In the pos;t war period, long term credits iill also be required
for reconstruction, for reconversion to peace tine production, and for the
developmcnt of econorically bac:ihard areas.

For many reasons it is unlikely that private investors will provide
an adequate supply of long term capital. In view of the losses suffered
on foreirrn securities and the restrictions imposed on the withdrawal of
earnings in the last oecade before tha war, private investors may
reasonably exsrcise considerable caution. The uncertain business conditions
which will undo 1bt-aly proevail for a number of years vwill also serve to
discouragu long-term. lmdin:.
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Only ,ith some assistance, therefore, can ori-'ate investors he
exuoecLrd to ~atisfy the unprecedented capital requircrents :f the post
wiar world. im nlilltution is needed which can encourave pritvte inw4Csc:vrs
d sh re ½ieir ris:ks. To meet this reed the United iations have bevrun

-: lusslo ~.ich look fcarwrd to the establishelnt of an inrternational
L mY: des.- e to fTcilittte the extension of long teCr: credits.
trntatisve plrn for a kank for lio:onstrvction and vevelopment has ccn

f :%rrvLLtetd by tle technical staffs of the Treasury and other departments
rnd a ,ncines of this _overnment.

ThMe ir'opoe-2 'dank could be a pernmtnnt inter-governmental instituifin
:0¢1 ikne, to ccrurage and aid internationat investnent through the usual
irvstsen"-t cihamoeij. it is intor:duc to l.ok nfo loanis or inve&tmonts whicih
ahn bt r ale by irivate investcrs on reasonable terms. Pn those cases

in Which LL rrcwrs couio not s-cctwe loans for vroducttiv curnoses ?,ithout
1d0, the ranK woul yuc.:r:ntce the loans mrde Bs private inwstorm. [here
:~irk t @'lniitionj mnaae it difficult to secur'e t1 of the finds from

rivvtate iinvtstors, the bank might particiwi te in loans made thriu-h the
stcmry chanls. it ditht also supplelment the private capital m rket

b < raiiny le ns itself if capital for proi.,ctiv* purpose s ;!s ctherv.su
net obtainable. In ell of its opt rnticns, tm Bank woulo iy [rest stress
(in tilt, Crtroc ~ V- i tj of tihe projcot to be firinnced. tilhie the anak would
r, inlroset<d in soii, - aceouate cnpital made avz lal, for prrductbve

r'vcs, it would enc vragoL only sound loans or ;hh thh btorrower %ouild
aLuobtc pay intorust anr principal.

si ~xistucr a:d c}verations of the proposed inves-tn r t !3ank Aruld
! 'o ,<rful stilst 1<to thc rvival of privat e internttioal le.diig

nK trade. it wo' ld not, however, 4o the uhele 3ob alone. If private
vr brpis'e i.s to Lcd hol: quicLily, izvst-rs :vmd tra'lers must cc:fioently

ox> ct th, rest rata> n nf stob lity and aninoc <car a <rr Uter o*,rn c of
freeiomin int, s~rtinrl Uco/naic rrtla .Tios ro must .h J XliCit
ssur? cths% thL : on,~tery c-iiaps5, 'hich £cl:1o%~c %,he least 'r in

r: o<lunf trb Ss <ill not wc r it ,d, ant seoor'ioly, tat the ristricticfns
: snh- ac-ru ireae and thne w'thdru:awl of carlin s iill I'a ndlroed4
ulkip ao: ?ss' lI.



To cromnllin thlese flr'oses cnotiher internrtionrl P-ncy is currently
urter liscussion by the techniciPns of thc 'Jnite, iation,. in t Ai c; se the
mroo;,i 1 is for P ntrnnnrsnt Internationml Statilizetior. uir. 'osirr.e< to
nrm vent unr'esirtble currency fltctwatirnn, ?he 1n1. 'r'oul also hsvo Ps

rznjir f>nction the roovpl of the monetrry restrictions or. trakqe w'ich
,lnvoloreA +'rijrs thp dPrressinn ar,` the war.

Bothi finctions are extremely import nt. niontherv stl bilitv ioes not
me n that exye >tCe rates -'ill be pegeA. for all time w¢ith no fluctutilons

nirmitteA, but r:ther thpt excipr.-ne rotes mlu1t mnve only when essont ll to
erst:iis?. orderly ann stable natterns irn ccnror.ce ''iti cipnges in the
brNic econrmic relstinnshiDs. The 7ua .. "'oul4 reouirr that tetbor countries
defivc their cureneaiez in go*! an!, agree not to c¢:inge tnese relatiorsip.nw
excect to i very modercto Pgree. lless t.e clxrnge :rd bern entprove' by
ti Fund. In tlrr, the FunI ,,rou"l heln menoer Countries nwintrin the value
of their currencies. ]emoer countrles would also be prrevynte frog ona a -ir.
in cni-it itive cuirren,; rreci.tirn Žnt from imtosinj exl;tnge restrictorns,
exce;t for thle viruose of cortrollnmr uniesirable caitpl :iov;,menis.

Both the ,t~nlk enI the DarA wouldl heve nr. other tur-nse thun to Weit
crepte con" itins unrer ,ticI the flol, of foreign trere irl >ro,`ctive
ivestpme:t bt,,ienr. nmet er countries 'otli be fostered. 7o t!he vt tent th"t
,I suC 'ee,' is crewtint an e:avirornect cotucivo to e lig lvewl Of ©',oterce.
ti irter sts of rll nvtktns ,iii be served'. Bothi nrojects ar( now in the
rel o© tiohIicrl discussi'n. 'fn set them uo- rill recair, int rnatintl

,izrer-int and of colrse legisl tien whichl will Tut the full 'et <it of
lr Gove rr.'rnt tehini then.

The orobllns ir.vovr i are intertatioil .l. score. Our extE riene in
the years bzt ,-t:c t > two .sr, '.,e cou'.tries s ttcmrte'! to upl 1,it: these
cuesttlins in&,el t, mustut co vi incP u' that o .nl y t'ro: ffect ie ic nter-

tniial cnonervtion cern they be solvw4.
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