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on the Bretton Woods Agreements

The 44 United Hations that met at Bretton Woods were
interested in establishing the means for cooperation in
dealing with international economic problems because they'
believed that the solution of these problems was vital To
their owvn well-being. Every country at the Bretton Yoods
Conference realized that the effectivenecss of its policics
to employ its own people depended, to a considerable extoent,
upon removing the monetary disorders and obstructions tThat
stifled world trade in the 1930's.,

No nation can live in economic isolation. The United
States, for example, which is probably as sclf-sufficient
as any country, consumes at home only a part of such basic
crops as tobacco and cotton. More than 50 percent of our
cotton and 30 percent of our tobacco crops must be exportcd.
A considerable part of the output of our important industrics
is sold abroad. Twenty-two percent of our officc machinery,
17 percent of our agriculture machincry, 14 pcrcent of our
industrial machinery and automobile production must be
exported. If our foreign markets are cut off or reduced,
we suffer from unemployment in our industries and a serious
reduction in the income of our farmers. And it is no less
true that we must buy abroad to secure important raw materials
for our industries and goods for our consumers.

Economically nations live in one world. If this coun-
try reduces its purchases abroad, unemployment occurs in
other countries; and they in turn buy less from us. And if
all countries use restrictive and discriminatory devices %to
limit international trade, as they did in the 1930's, The
whole world feels the effect in diminished employment and
lowered standards of living.

The Bretton Woods Conference was concerned with the
elimination of the unfair monetary practices that were used
by some countries in the 1930's. The Conference prepared
a proposal for means for international cooperaticn through
an International Monetary Fund. The Fund would set fair
standards by providing for stable and orderly exchange
arranzements and by requiring countries to allow vayment
for exports and for other current international transactions.
Countries that carry out thé purposes of the Fund would
secure help from the FPund in maintaining these standards.

No one contasnds that the Fund alone can restore world
trade. Other things must be done. It is important to re-
establish the producing power and the consuming power of
cotntries that have been devastated by war. Nearly one-
half of the world's trade was formerly done with countries
that have suffered from enemy action. A prosperous wovld
economy requires the reconstruction of Iurope and the Far
Bast., It reguires the development of countries that lack
the modern means of production. Our tirnde has always been
largest with countries with high levels of producticn and
consunption, countries like Canada and England. Our trade
will benefit from the reconstruction and development of other
countries.

The International Bank would help countries to secure
the foreign capital they need for productive purposes. The
Bank would be concerned to see that loans it guarantees or
makes are fair to the lenders and the borrower. Decause all
countries will benefit from the expansion of world trade
resulting from reconstruction and development, all countries
shere in the risks of the Bank.




The Bretton Woods program is a common-sense way of
dealing with two important post-war economic problems,
These are ur:ent problems that cannot be neglected without
risking serious international economlic disturbances. The
Bretton Woods program recognizes them as international prob-
lems and it provides for cooperation in securing orderly
exchanges end productive international Investment.

There are people who say that we ought not do anything
about stabllizing exchange rates through internstional co-
operation at this time. They say we ought to walt because
we don't know what social, economic and political condltions
will be llke in the next five years, I think that we cannot
afford to walt, that if we do nothing we shall heve political
instability, social unrest and economlc depression, Our
task 1s to take the steps now through intermational economic
cooperation to make possible reconstruction and the expansion
of world trade.

Of course, the Bretton Woods program will help other
countries., But International economic cooperation 1is much
more than & matter of helping other countries., It 1s just
as vital to our own economic well-being. All the countrles
at the Bretton Woods Conference were concerned with protecting
their interests. The Americsn delegation wes no less con-
cerned with protecting our interests, But this did not pre-
vent them from working together for internstlonel cooperation.
And thet is the real secret of the achievement at Bretton
Woods == 44 countries worked together for the common good
without in any way neglecting thelr national Interests.

I think this committee will understand the work of the
Bretton Woods Conference more fully if it knows what was
done before the Conference and what was done &t the Conference.
I believe that the work of the Conference wes & model of
democratic action, &n inspiration to free people in all coun-
tries who believe that internationsl problems can be solved
by the method of dlscusslon and agreement,

During the 1930's this Government was concerned with
the growing disorder in international economic relatlons.
Through our reciprocasl trade and exchange stebllizatlon
agreements determined efforts were made to secure on a
bilateral basis & reduction of trade discriminstions end the
greater stebilization of currencies., Much that was useful
was done in this way by Sccretary Hull end by Secretary
Morgenthau. The forces thet were at work in the world to
intensify disorder made it impossible to do more than to
1imit the evils that were growing up sbout us., It became
clear that bilateral sgreements were not adequate because
they were too limited in scope., What was needed was an
extension and brosdening of the sphere of internstional:
cooperation.,

In the Pall of 1941, Secretary Morgenthau asked the
Treasury staff to study the international monetary and invest-
ment problems thet would be faced after the war and to suggest
a practicel meaens of dealing with these problems, As a result
of this study, a memorsndum was prepared recommending the
establishment of an Internstional Fund snd en International
Bank. In the spring of 1942, this memorandum wes presented
to the President who requested the lreasury to continue
study of the problems in consultetion with the Depertment
of Stste, the Board of Governors of the Federal Reserve
System, and other interested Government departments.

A technictl committee representing 8 or 10 agencles
was formed to work on these proposals. The membership of
the technical committee wes not confined exclusively to
technical adviscrs. An Assistant Secretary of State, en
Assistent Secretery of Commerce, et that time Mr, Clayton,
a member of the Federal Keserve Board, and other pollcy
meking officlals met directly with the technicsl commlttee,




At & higher level, & committes of Cebinet officers met from
time to time with Secretery Morgenthau to review the work
of the techniciens end to give them further instrwctions in
maetters of policy.

In the spring of 1942 the work of the technlcal committee
had progressed so fsr that a tentetive propossl for an Inter-
national Fund was submitted to the Cebinet commlttee., With
the approval of the Prissident and Secretary Hull, Mr. Morgenthau
sent the tentetive proposal to the finence mlnlsters of the
United Netions for study by their technicsl sdvisers. The
tentative proposal wes £lso published iIn the press.

There followed & period of extended billatecral dlscussions
which lasted from June 1943 until April 1944. Some 30 coun-
tries sent their technicel representatives to these discus-
sions. On occasion, representatives of 3 or 4 countries met
together, and once roprosentetives of sbout 8 countrles met
to exchenge views on the proposed Internstional Fund.

Simultsneously, a tentetlve nropossl for an Internatlional
Bank wes prepared by the technicisns and in Hovember 1943
submitted to the Cebinet committee. Agalin with the approval
of the President and Secretary Hull, the tentatlive proposal
wes sent to the finence ministers of the Unlited Natlons and
published iIn the press.

In the meantime, extended discussions were golng on with
Interested groups in this countpy =-- with reprcsentatives of
banking, business, sgriculture and lsbor, and with orgeniza-
tions interested in international problems. As 2 result
of these public discussions, revisions of the tentastive pro-
posals were mede from time to time embodyling suggestlons
maede at these mectings.

In the spring of 1944, the techniclans of various coun-
tries spproved the publicetion of a Joint Stztement of
principles recommending the esteblishment of en Internatlional
Monetary Fund., Consldersble progress hsd slso been made In
the dlscussions on the Intsrnstionsl Bank slthough no Jjoint
statement wes issued. DBecsuse there wes sufficlent agreement
on principles to werrent a formal conference, President
Roosevelt invited the 43 United Nations to en International
Monetery and Flnancisl Conference to conslder the esteblish-
ment of an Internstional Monetary Fund and 1if possible &n
Internstional Bank.

In preparation for thz formel conference in July 1944,
a preliminary meeting wes held in Atlantic City of representsa-
tives of sbout 15 ccuntriecs. The principles were expended
snd alternstive provisions submitted by meny countries were
discussed informally. It was sgreed to present all alterna-
tive proposals on the Fund and the Bank to the Conference
for its decision. An agenda for the work of the Bretton
Woods Conference was also prepared.

I have sald before that the work of the Conference was
g2 model of democratic sction. Let me illustrate. In the
Americsn delegation, the President included 4 congressional
delegates -- the chairmen snd the ranking mincrity members
of-the House and Senate Committees on Banking 2nd Currency.
In addition, the cheirman end the renking minority member
of the House Committee on Colnege, Welghts end Mensures were
included es adviscrs to the Amerlcen delegation. It is worth
noting that this was the firest of the United Natlons Con-
ferences 'In which congressional members were included in the
Americen delegstion.
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A1l the work of the Conference was made available to
the representatives of the press so that they and the public
could be fully informed on what was done at Bretton Voods.

I know of no proposal congidered by the Conference that was
kept from the press. Bvery alternative provision was avail-
able to the press in the same form in which it was submitted
to the Conference, Members of the United States delegation
saw the press daily as spokesmen for the Conference to
discuss what the Conference had done,

The press had complete access to every member of the
United States delegation and of every foreign delegation,
The newspaper men who were present at the Conference, many
of whom are now repoxrting the hearings of this commlttee,
will testify to the thoroughness with which the Conference
adhered to the policy of giving the press all the news,

The agenda committee had recommended that the Conference
be organized with two commissions, one on the Fund and one
on the Bank, Each commission had 4 committees -- on purposes
and policies, on operations, on organization and management,
and on legal status, The Conference approved this form of
organization, Secretary Morgenthau was elected President of
the Conferenee, Mr, White chairman of the Commission on the
Fund, and Lord Keynes chairman of the Commission on the Bank,

The Conference in its plenary sessions was largely con-
cerned with passing upon the articles of agreement for the
Pund and the Bank which were submitted by the commissions.
There were opportunities for further discussion of important
matters which reouired the formal action of the Confercnce.

The detailed work of the Conference was done in the
cormmissions and in the committees. The American delegates
all served on the commissions and the committees, I had
the honor of leading the American delcgation of Commission I,
Seeretary Acheson led the American delegation on Commission II.
The rest of the delegation including Congressman Spence and
Congressman Wolcott worked with the American delegation on
these two commissions.

As you gentlemen know, a Conference of 44 countrics
with some 300 delegates must do its work in committecs,
The Commissions and the Conference can only pass upon the
more important differences of opinion, the greater issues
of policies which they must decide, The work of the committees
was carefully done, The eight formal committees of ‘the two
commissions each had two or three members of the American
delegation,

For example, Committee II of the Fund -« the Committee
on operations of the Fund -- had as the American delegates
Mr, E, E. Brown, Chairman of the First National Bank of
Chicago, Governor Eccles of the Federal Reserve Board, and
Congressman Wolcott. They had attached to them four techni-
cians from the Treasury, the State Department, the Federal
Reserve Board, and the Department of Commerce. The American
members of the Committee met every day with their technical
advisers to go over the problems that were on the agenda of
the committee.

I think Congressman Wolcott can tell you how thoroughly
the job was done. Every aspect of every problem was dise
cussed at great length, ZEvery alternative provision was
given exyitical consideration, The arguments that were to
be prescnted to support the American position were reviewed.
The members of the committee, working on the basis of the
policies adopted by the delegation, had the responsibility
of carrying our program through the committees,
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Problems that could not be dealt with in these standing
committees were assigned by the Cémmissions to ad hoc com-
mittees. The position of occupied countries, dealings with
non-member countries, and otler questions were assigned to
ad hoc committees that brought in their reports and recom-
mendations.

In the last week of Commission I, and later of Commis-
sion II, a special committee was appointed to bring in
rocommendations on all unsettled cuestions and a drafting
committee was appointed to put into final form the provisions
adopted by the commission. I acted as Chairman of the
special committee of Commission I, and I can tell you that
on these last troublesome points, we sustained the vicws of
the American delegation. Dean Acheson, who was chairman
of the drafting committee of Commissici II, can tell you
of the care with which each provision was drafted after
it had been passed upon by the commission.

You will want to lmow particularly how the American
delcgation worked., The delegation met in Washingten on a
number of occasions before the Conference. At the Confercnce,
the dclegation met every day and on some occasions two and
threc times a day, if an important issuec required further
consideration. There was unlimited opportunity for cvery
member of the delegation to express his viecws on cvery issue
at all times.

I want you to sce how this delcgation workcd. Every
important question was brought to the delcgation for dis-
cussion and it was discussed in the fullecst possible way.
Lot me give you one instance. When committeec II of Commis-
sion II considcred the limit on aggregatc guarantecs and
loans of the Bank, there were grecat diffcronces of opinion
among countrics. The Norwegian delegation wantod aggrcgate
loans and guarantces of six times the subscribed capital of
the Bank. The Nctherlands delegation wanted guarantecs ond
loans of only 80 percent of the subscribed capital. And
botween these extremes there were many other countrics with
differing views,

Within the American declegation there were a numbcr of
opinions on this question. Some delegates belicved that the
Bank could safcly undertake loans and guarantces amounting
to threc times its capital.. A larger number of dclegatces
believed that loans and guarantees should be limited Tto one
and one-half times the capital of the Bank. And perhaps
the largest number felt that the loans and guarantees of
the Bank should be limited to the amount of the capital.

We discussed the guestion in the delegation for at least two
days. Nobody doubted that the Banlk could safely undertake
lareger obligations on the basis of its capital. DBut we were
determined that every doubt should be resolved in favor of
conservatism, and the delegation agreed to limit the loans
and guarantees of the Bank to the amount of unimpaired
capital, surplus and reserves. And that is the view that
was carried at the Conference.

I could cite 2 number of other instances in which the
American delegation considered the cuestions before the
Conference. lways there was the fullest discussion.

Always there was the greatest attention to the views of the
Congressional members of the delegation. And always there

was unanimous agreement on every major issue, The American
delegation worked as a team -- the way Americans should work

on international questions -- without any question of partisan-
ship.

You know that in every Conference there are bound to
be differences of opinion and these differences must be
reconciled. There can be no benefits to anybody from a
prolonged and bitter debate between the United States,
England, Russia, China, France, and the other countries on
igsues that could be settled by discussion and negotiation.




The United States delegetion took the lesd in ironing
out these problems thet were troubling some countries. The
delegatlon appointed a steering committee, of which I wes
chairman, ond that committee included Congresemen Wolcott,
Mr. Acheson 2nd Mr., White. Congressman Wolcott end I wers
delegated as & sub-committee of two to settle some of the
troublesome issues, scting for the steering commlittee within
the fremework of our Instructions from the whole delegation.

That is the wey the delegation worked. Our point of
view was asgreed end egreced unenimously ounly sfter the fullest
dlscussion. No views were more esgerly sought than those of
the Congressionzl delegetes. And 1 recall clesrly that in
presenting the sttitude of Congrese, no one wes more force=-
ful or more helpful than the chelrmen of this committee,
Congressman Spence.

One of the most encoursging feectures of the Bretton
Woods Conference wes the fine spirit with which countries
worked together, Ve had a number of problems on any of which
irreconcilsble differences might have developed. This did
not happen becasuse £1ll countries showed 2 willingness to
accommodete themselves to the general views of the Conference.

Let me illustrate. The question of quotes wes one of
these difficult problems, The Amerlcen delegetion discussed
and epproved & tentative list of quotes for the Fund. These
quotas were dlscussed Informelly with each country to get its
views.s Finally, the quota committee, of which I was chelrman,
submitted 2 recommendetion on quotes which was zpproved by
the Commission. There were some countrics that were not
setisfied with their guotas, but the Conference sustained
the report of the quote committee as generslly felr to all
zlike,

Most requests for larger quotes were a reflection of
the deslire of the countries to maintsin thelr prestige.
Severel countries were overticularly interested In securing
large enough quotes to give them or thelr region reprecsenta=-
tion on the Executive Directors., That wes true of the
American Republics who wanted two directors asnd 1t was true
of the Netherlands and Belglum who wented one director be=-
tween them. There were only & few cases in whilch countries
wanted larger quotas because they believed it would give
them greater opportunity to use the resources of the Fund,

The problem of subscriptions to the Bank was a little
more complicated. We had expected that sggregate subscrip-
tions to the Bank would be about $9 billion, reserving
¢1 billion for other countries. We reslized that it would
be necessary to revise downward the subscriptions for some
countries in the Bank as compared to their quotas in the
Fund: This was & simple reflection of the fact that many
of the Latin American Republics and some other countries
could not underteke to be gusrantors on Internstiocnal losans
to the extent of their participstion In the fund. And our
delegation spproved a subscription of §3 billion to §3-1/4
billion for the United States to keep the total subscribed
capital at €9 billion,

When the Soviet delegation reported that the Soviet
Union had such large reconstruction problems of its own
thet 1t could not subscribe more then $900 million to the
capltal of the Bank, we accepted thelr view. Under the
circumstances, the subscribed cepitel of the Bank had to be
the same as the Fund, thet is ¢8.8 billion. Op that basis
our subscription wes fixed at $£3.175 billion. When on the
last dsy of the Conference the Soviet @elegetion informed us
of the instructions they had from their Government to increase
the subseription of the Soviet Union, the Americen delegstion
met to cmslider this question. We asgreed that it would now
be posslible to raise the subscribed capital of the Bank to




as much as had been originally intended, that is {9 billion,
It was also agreed that 1t would be better at this stage

to let the Soviet subscription increese the aggregate sub-
scribed capital to £9.1 billion. Acting for the Americen
delegatlion et the plenary session, I introduced the resolu-
tion to re-open the subscriptlons to the Bank and to glve

the Soviet Union the opportunity-to increase its subscrintion
from $£900 million to $1200 million.

This is one dramastic instunce that reveals the harmony
and the splirit of cooperstion thst was menifested through-
out the Conferences This 1s one of the many reasons why
I reel that the bretton Woods Conference 1s an inspiration
to free people in all countries who bellieve in the democrstic
process of discusslon and agreement, who bellecve thet inter-
natlonal problems can be dealt with through international
cooperation.

The Monetary Fund and the Internationzl Bank represent
our first efforts in the field of international economic
cooperetions If we believe in economic cooperation we must
not allow them to feil, If we cannot agrce on such modest
efforts as these, other netions will heve 1ittle faith in
our will teo cooperate at all.

No country in the modern world cen live in pesce and
prosperity In economlic isolstion. Without economic pease
there can be no political pesce. Economic isolstionlism is
8s dangerous to world peace 28 politiecal isolationism.

Indecd without economlc cooperstion among the netions there
1s 1ittle hope of lasting political cooperation. Netions
which cennot work together to provide for order and stability
in thelr economic reletions are not likely to be good
guardians of the pecce,

I hope our Congress, the first legislative body to pass
upon the Bretton Woods Agreements, will show other countries
that we belleve that international problems cen be dealt
with through internstional ccoperation.




