The editorial in The Times of March 16 dealing with the Boothby letters
ie inaccurate and unfair,

The facts are simple, Wr, Boothby, & member of Parlisment but not an
official of the British Government, has come on & personal visit to this
country at & time when our Congress is considering the hretten Woods Agree-
ments, Mr, Boothby wrote a letter published in The Times of Merch 4
alleging four obscurities which he insists should be cleared up before
this Coverrment acts on the Bretton VWoods Agreements,.

The officials of thds Government quite properly made no reply in
The Times to Wr. Boothby's letter, Om March 14, The Times published
another letter from Wr, Poothby reiterating bis view that there are
obscurities in the Bretton Woods Agreements.

The editors of The Times must be aware that such unauthorised actions
as Wr, Doothby's letters, if Shey were allowed to become the basis for a
private controversy with our Government, could do untold harm in our rela-
tions with other Governments, The officisls of this Government have shown
putmm_uum-vnn-utﬂnchmummww
the relations between the United States and the United Kingdom. They have,
however, answered Mr, Boothby's questions when they were asked at a hearing
before the liouse Comdttee on Banking and Currency.

Obviously, it is an important part of Mr, Boothby's design to leave
the impression that he is a strong advocate of intemational menotery co-
operation but that he is troubled by obscurities in the Fud. The Times
has lent itwelf to this design by insccurately deseribding Mr, Soothby's




position. In an editorial mote to the first letter, ir. Boothby was sald
uu;mammuamummmm.
I presuse that you now kmow that he wes not, although no correction was
wade for your readers. :nu-amnﬂ-u&.mmu,
w.mwmmauu-mummmumm
london which includes members of Parlisment of all parties. Whether or
not so intended, this description clearly leaves the impression that
n.muma;mn-:mo—nm-mm.
mmummw-o-mnmnommmm-
ever and 1% is not authorised to talk for Parlisment or the British
Government,

When these same questions were asked by a Congressional Committee
M“ﬂﬂﬂatﬂtiﬁm““d&ﬂt.mvl
position really is, Ve did so with a dignity and restraint thet neither
¥ry Boothby nor The Times has shown on this matter. The record reads;

A+ "I% is our wnderstanding he (Mr, Boothby) is & member of
mms.amm-m,ﬁ.xm.umoth
leaders of the opposition to the proposal, I am not in & position
to kmow, but 1t may be that hie opposition springs from the faet
that there is a wisunderstanding, It may well be that he saw fit
umummummnmmnmum
up that miswnderstandings But, if so, he did not come to the place
where he could have had it cleared up, which was either the State

Lepartment or the Treasury, or the Federal Reserve Board. Nor, %o

uy knowledge, did he go to the Treasury in Britein, though he wight

have done so, What he did was to write a lgtter to the New York

Times,"
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Qe "What is the Committee that he is Chadymen of, over there?"

As "He is a member of an informal committee including members of
Parlisment who are interested in monetary questions. Se far as I lmow,
it has no legal status.,”

Qe "I wnderstand he was chairman of some committee."

Ae "Yes, sir, of an informal committee which is interested in
monetary questions. It is not & comuittee of Parlisment. Mr. Boothby
has been against these proposals before the Eretton VWoods document was
drafted, and his opposition is founded very largely on & belief that
Britain should wdertake any kind of bilateral discriminatory arrsnge-
ments that it finds convenient at any time,."

Surely, this is & fair way to speak to a Congressional Committee of
Wr, Boothby who has been vitriolic in discussing the attitude of this coun-
try towmsrd intermational monetary cooperation, Compare what we said with
this statement over Mr. Noothby's signature in a Lenden newspaper:

"It was American Rig Business, not the United Nations, which
won the great victory at Bretton Woods, For that agreement was a
victory of gold over goods, And practically all the gold in the
wuu'umtmuummum-nuu.

"If the House of Commons accepted Mr. Morgenthsu's advice and
ratified the Bretton Woods Agreement, it would deliver this country,
bound hend and foot, to the money power represented by the vested
intereste of international finance,"
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Compere what we said with Mr. Boothby's statement in Parlisment:

"sA fixed link to gold would mean our total sulmission teo the
economie power of the United States — it would mesn selling out %o
Awerica, Privete individuals in the United States would wltimately
omn al)l our industries if we accepted the views of the Bretton Woods
experts.”

What can be the justification for saying in your editerials

"Treasury spokesmsn, discussing ¥r. Boothby's contentions before
the House Banking and Curreancy Committee, do not appesr to have dealt
with them very satisfactorily. They questioned Mr. Boothby's motives
and his purpose in being in this country at this time. Such personal
considerations de not meet the real issue, which is, Do the obscurities
and asbiguities which Mr. Boothby alleges to be in the Bretton Voods
agreenent in fact exist?"

The fact is that officials of the Treasury replied directly to the
four questiens in Mr. Boothby's letter, The replies as taken from the
record of the hearings is as follows:

Qe "Do you have the statement?”

As "Thank you, The question is, first of all, 'Does it or
does it not mesn that the participeting countries must apply the
prineiple of non-diserimination to intematicnal trede?' The
answer to that guestion is that insofar as diserimination is applied

through cwrrency devices, it is clearly forbidden,




"For example, it would not be possible for Britain to allow pur-
chasers of British goods & specislly favored rate for sterling. It
would not be possible under this agreement, There may be some types
of trade arrengements, through quotas, by which Britain might be able
to allow more importe from, say, Argentina than from some other coun-
try. But I should point out that our own reciprocal trede agreement
ﬁ““ﬂ“muﬁm-mﬂ

Question twos "Does it put an end to the sterling arest®
The sterling area right now means two important things.

"The first thing the sterling ares mesns is this: Countries
having close trede relations with Britein, and with other countries
in the British Bmpire, find it very convenient to earry large balances
of sterling. That was true before thewar, just &s many American
Republios carried balances of dollars in the United States, There
18 nothing in the agreement that prevents a country from volunmtarily
carrying bulsnces in London in sterling if it so wishes,

"That is one aspect, There is, in the agreement, provision
which forkids the use of compulsion to keep new sterling balances
after the transition. If & country exports more to Britain than
it buys from Britsin, Britein camnot compel it to keep & sterling
balance by blocking the proceeds of its cuwrrent exports.

*But now, during wartime, the sterling ares has taken on one
sdditional aspecty That is purely & wartime concept, which the
British have announced that they will terminate after the war,
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"That is the so-called dollar pool. In order to allow the Rritish
Empire to carry on its war with the greatest effect, all members of the
British Empire, except Canada, which is not & part of the sterling ares,
agreed to peol their dollar resources and to have them allocated where
they will be most useful for the war,

"A dollar pool would be diseriminatory after the war, becsuse it
might compel some countries to restrict their purchases of goods from
the United States, even though dollars accrued to them, snd it would
be out under the Fund agreement,.”

Question three; "It is widely assumed that the proposed Fund
will insure stability of exchange rates, apart from certain clearly
defined exceptionss But is this assumption jJustified? Article 1V,
Section 4 (a) states; ‘'Each member undertakes to collaborate with
the Fund to promote exchange stability, to maintain orderly exchange
arrangements with other members, and to aveid competitive exchange
alterations,'"

"iloes this mean each member undertakes to maintain its cwrrency
at the agreed par value with gold or United States dollars, and thereby
with each other cwrremey? If it does mean this, it would have been
easy %o say 80 — although it would then have been less easy to
persuade the British public that the scheme does not involve a return
to the gold standard,!

"May ] rephrase the question? Ives the Agreement mean that every
country that is & member of the Fund agrees to keep its currency, the
foreign exchange value of its currency, at a par with the United
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States dollar or with gold, dllewing cne percest above end below the
parity for the ordinary market fluctustions. The snswer to that ques—
tion is very distinetly yes, A country, when its parity is fixed,
agrees that 1t will keep the value of that ewrmicy within ane percent
above or below that parity, wnless the parity is changed in accordsnce
with Whe provisions of the Pund, s wi

"Low for the pelnt; !loes thet represeit the gol standards?

Tt depends eutirely upon what is mesnt by the gold stendards

'Ifuuy-nwmpumummumnm
utm-mmmmmty,m'mummw
ment does meen stable exchange rates within one percent above and
below the parity, until and unless the parity is chenged in sccord-
ance with the provisions of the Fand,

"If they mean by the gold steadard, one of a mumber of other
tests, that a comtry cannot, for example, issue additional currency
unless they keep certain gold reserves, then in this respect the
Agresment does not compel a cowntry to relate the quantity of its
curreney to its gold reserves."

Question four: "Article VIII (4) requires sach member cowntry
MWMmoriumqmwm“umw
(presusably st par) if these balences heve srisen through Gurreat
transactions, but not 1f they have arisen through capitel trenssc-
tons, Article VI permits, but does not enjoin, contrel of capital
movenente and definitely probibite She use of the And's reswurses
to meet a capital outflow from a member country,




"iSuppose & country has, simltanecusly, & capital outflow, and
& doficit on income account, She is not allowed to use the Fund to
check the former, She ie apperently dliged to use the Fund up to the
limit of her gquota to prevent any depreciation of her currency caused
by the latter, although, under Article V (8), she may be subjected to
penal charges for doing so., Whet, precisely, are her obligations in
this situation? 1% is one that is not wnlikely to arise.'

"May I rephrase the question in simple terms? Here is a country
that has a capital outflow, That is to say, its om citizens are
sending their balances abroad into foreign countries, or people
abroad are withdrawing their balances. Either one of those cases.
The other part of the question concerns a deficit on cwrrent account,
that is to say, in payment for imports, services, income from invest-
mentes and similar trensactions, OSuppose the twe are going on
gimultaneously. ¥%hat are the obligstions of & country? The answer,
it seems to me, would be approximetely as follows:

"So far as the country wente to use the FPund to meet its current
deficit, if the Directors of the Fund agree that the meeting of that
mt«nutmmm_mummmunhm
out the purposes of the Mund — stability of exchange rates end other
purposes - the country can do so.

*If it is simultaneously having & capital outflow, if i% is very
smsll, the Fxecutive Directors might take the sttitude that the small
outflow is insignificant and that no steps need be taken to stop it.
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*If the capital outflow is large and sustained, the Executive
tirectors might well take the view, which would be in accordence with
the provisions of the Fund, thet such a large capital outflow would
weaken the position of the country in its efforts %o maintain the
value of its currency stable, and that it is contrary to the purposes
ummm“amuhuu“mmum
%00 large an outflow of eapitale :

"It would depend, then, Oongresssan, on the magnitude of the
capital outflow, on the current deficit, and on the fundamentsal
question of whether the eapital owtflow will imdermine the country's
position in keeping ite currency stables

"“The Fund is not intended te provide rescurces to support an un-
tenable exchange rate. 1f this capital outflow has that effect, the
Fund would not permit i, ;
These are the facts oo the obscurities and ambiguities of which

M. Boothby wrote. On this gmeral peint, A Treasury official told the
liouse Comdttee:

"I may say thet there is no difference of opinion in interpreta-
tion with respect to the points that Wr, Socthby pointed out, There
may be among some people in England, including Wy, Boothby., Ke may
have some doubts, He cannot speak for England on that peint, nor can
he speak for the lelegation, that is the Mritish Delegation that was
theres ie was not & member of the Pelegationy he did not participate
in the discussions which took place at Bretton Voods or the discussions
before Aretton Voods, whieh were very lengthy,
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"It may well be that Mr. Boothby is confused, but that is quite
nmmmmmmnsamum
pretation on major points between the two governments,®
mmmnmumnmmmmm
mmmmm-rmm_muummorm
Boothby letters. mumm.mmumnymm
ternational behavior, Vigorously critieising the officlals of the United
Statee rwammammnth.mmmumwu
én important intemational issue now under considerathion by our Congress.
mdtruumnthun-unu-m-lﬂmuuu“hm
own Congressional Committee,
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