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IPurLic LAW 171-79TH CONGRESS]

[CHAPTER 339 1ST SessION]
[H. iB. 33141

AN ACT
To provide for the partieipation of the United States in tire Interntional Mone-

tary Fund and the Int.rnaionusl Bank for Reconstruction and Developmernt.

Be it "aited by tle Snate and Hovte of Representati'e of the
United States of Amnerica in Congress asenmbled,

SHORT TITLE

SeCTIf(oN 1. This Act may he cited as the "Bretton Woods Agree-
ments Act".

ACCEPTANCOE OF MEM*fBERSHI

S:c. 2. The Plresident is hereby authorized to accept member'shi p
for the lniited States in the International Monetary IFund (herein-
after referred to as the "Fund"), iand in the International IBank filr
ReXconstruction anId l)evelopmenlIt (hereinafter referred to as thie
"lnnk"), provided for by tihe Articlies of Agreemnent of tihe Fund adiI
the Articles of Agreemeit of the Bank as set forth in the Final Act
of the TUnited Nations Monetary and Financial Conference datted
July 22, 1944. and deposited in the archives of the Department of
State.

O APPOINTMENT OF GOVEIXORS, EXECUTIVE DIRX l OC*RS, AND A1lTNA*IIfE

Swn. 3. (a) The Prident. by iiand withll the advice and consent of
the Senate, shall appoint a governor of tile Fund who slhalli also serve
as a go vernoi of the iBank, and in executive rdirector of lie Fid and
an executive director of the Bank. The executive directors so
appointed shall also serve as provisional executive direcrtots of the
Fund and the Bank for tihe purposes of the respective Arqicles of
Agreement. The term of office for the governor of tihe Fund and of
tie Bank shall be five years. The ternm of oflice for the executiyve
diretors shall he two years, but the executive directors shall rersnin
in office until their successors have been appointed.

(1b) The Presilent, by arid witlh the advice and consent of the Se nate,
shall appoint a, alterrnatre for the governor o(if the Fund wiho shall also
serve aits alternate for the governor of tihe Bainkt. The President. by
and with the aIdvee and consent of the Senate. shall ip ,oint im altri-
hate for eah, of the pexecutive directors. The alternuate ror each exec-
live di rector sir ll he ap pointed front ilmolng ildividlnals iecommelillded
to the President by the executive itrector. The termls of office for
alternales for the governor and the executive directors shall lie the
sanme as the terms specified in subsection (a) for tihe governor and
executive directors.



(c) No prsonT shall be entitled to receive any salary or other com-rn
pensatiln from the United States for servies as a governor. executive
director, or alternate.

NATIONAI, ADVISORY M)tTNQIL ON INTIIENATIONAIL MONETIIAT AND

FINANCIAL PROBL EMS

SroC. 4. (a) In order to coordinate the policies and opcrntions of
the representatives of the United Statis on the Fund and tile Bank
and of all agencies of the Goveriment wlhichi make or partici patel inl
making foreign loans or which enga e in foreign financial, excihange
or mlo netaryl tiansati .i. s, there is Ferelbv established the Nationa
Advisoly Council oni International Monetacy anl Financial Phleins
(hereinafter referred to as tile "Council"). consisting of thile Secletarv
of the Treasury, as Cl air',lanI, il]e Se'refi y of State, the Seretary
of ( rmihnere, tile Chaiurma n of thle Board of Governoras of the Federal
R.esrve System, and the Chairlmn of the Board of Trustees of tilhe
Elx rt -Import Bank of Washington.

(b) (1) The Coimcil, after consultation with the wpresertaties"
of the IUnited States oin the Fund anud the Bank, shall recomnien1d
to tie 'president general policy directives for the guidance of the
repr"esentatives of the IUnited States on the Fund and the Banh.

(2Ž) Tfe Council shall advise and consult with the President and
the lererse tatives of the United States on tie Fund and the Bank

rimnlor problems arising in thile adminiistration of the Fund and
the Bark.

(3) TIhe Council shall coordinate, by consultaition or otherwise, so
far as is practicahble, tile policis Ired operations of the represent.a-
ives of tile IT nited Stires on the Fnlld and the Bank. thie Export-

Import Bank of Washington and all other agent Cies of the (Govern-
nlcht to tihe extent that they maike or participate in the makini of
foreign loans or engage in foreign financial, exchliange or lojety y
transactions.

(4) Whenever, order the Articles of Agreement of the Funid or
the Articles of Agreeennt of the Bank, tie approval, consent or
agreement of the United States is lqu dre before an act in1ay be done
by tile respective instiiutions, the decision as to whet)er such
appl>val, consent, or agreement, shall he given or refused shall (to
tie extent sue] decision is not .lrohi.bited by section 5 of this ACt)
hbe mnade by thile Council. under the .general direction of the Peresident.
No governor, execultive director, or alterinate rep resentin, the United
States shall vote in favor of any waiver of condition under article V,
s*ctioni 4, or in favor of any declarationm of thile United States dollar
,s a sealce currencv under article VII, section 83. of the Articles of
Agrtenent of thie fund. without prior approval of the Co/cil.

(5) The Council from time to timie, but not less 1reqlently than
every six ..onths, shall trausni it to the President and to tile Congress
a repo't with respect to the participation of the United States in the
Fund and the Bank.

(6) T'he Council shall also transmit to the President and to the
Congress special reports on the operations and policies of the Fund
and the Bank, as provided im this )ralgraph. The first re prt shall
be made not later than two years after tile establishment of the Fund
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and the Bank. and a report shall be made every two years after the
making of the lirst reporlt, Each such report shali cover and inicide:
The extent to which the Fund and the Bank have achieved the pur-
poses for whic h they were establishedl the exteint to which tie oper-
ations and policies of the niiniid and tile Banuk have adlihere to, or
departed from, the general poliv directives formulated by the Cou( -
ci, and the Council's reconintenhatnioi, in con etion thtrew it i; tile
extent to which the operations and poliicies of tie Fund anid the lBank
have been coordinated, andil tile Council's reeonmenrildations in Cionnec-
tioi therewith; recommendations on whether the resou rcets of the Fund
and thire Bank should he increased or deereased; recommendationis as
to how the Fund and, the B ,ank may be made more effective; recomn-
mendaliions on any other mncessary or desirable chan ges in tile Artilehs
of Agreement of the Fund and of the Bank or in this Act; and an
over-all appraisal of the extent to which time operations alnd polieies
of thie Fund and the Bank have served, and in the future may be
expected to serve, the interests of the United States and the world in
promoting sound international economic cooperation alid furthering
world s ckUrity.

(7) Tihe Council shall make such reports and recommendations to
the hPresi d nt as he may from tihne to I mlle request or as the Con neil
may conisider ,ne ssarv to mnore effcdtivelv or efticilenlly accomplish
thile piposes of this Act or the purposes for whiicl tile (,Co iii is
created.

(eC) The represedntatives of the TUnited States on the Fl lid i{[dt the
Bank, and thile Ex it-Imrl)ort Batik of rVashlington' (and all other
iger (ies of the (ioveri inent to the extent that ithey make or parthi l lal
in the mnaking of fr.il gun Ionis or engage in foreign financial. exchaing

ir onetary transaltilins) shiilli keep the ( un edl fuilly infolrlled of
* their aetivitiies ndl ,1iiI provide teie ConUciI withl such fi1't her infetr

nation lr data in ticir possession as tile Counlci Ilmay dilenm nece,sglly V
to the appopriate discharge of its responsibibtli ies ii do r thiis Ac t.

CEIITAiN ACTS NO(M n E, TAKEN wI'rTIorT AUTIIRIZATIrO

Sec 5. Tnlesris Congress by law auiithorizes such action, neithi r tIe
Prsidlent nor ainy persoin or agencv slihill on behalf of thle Un ited
St ates (i) reqjest ol on isent to anlly change in the quota of tit niiiied
Stat es inCer article III. ection 2, of thlie Articles of Agreement of tile
Pu nil; (b) prpose or agree to any cihango in thie lar ali e of the
United States dollar i, i. 7r ari it c l V, section 5, or article XX, sect ion
4, of the Articles of Agreement of tIh Fund. or app rove any general
chalngre in par values under artieth IV, section 7 (c) sul ri be Io
addlitioila shares of stock tn .er artlicie II, sec ion 3, of tle Art ic es
or Agreement of the Bank; (di) accept ily i.io. Ind ntt unrcli ariticle
XVII of the Artices , if Agieement of tlie Fund or article VIII of
tie Artiches of Agleemelit of tile liiBak: (t) nanke any loan to }tle
F Ind ,,lr lthe Bai It. Unless Colngress hy law a.tlri nt izes such iction.
no governor or alternate appoiitedi to represent the Unitied States
shall vote for anll increase of capital stock of the Bank unter article
II, section 2, of the Articles of Agreement of the Banik.



DEPOSMI)IRIES

Svr. 6. Any Federal Re,'ervy bank which is reluested to do so by
the Fund or the Batik shall act as its depository or as its fiscal agent,
and the Board of Governors of the Federal Reserve System shall super-
vise and direct the carrying out of these functions by tile Federal
Reserve banks.

PAYMENT OP SUBSCRIPTIONS

Sec. 7. (a) Subsection (c) of section 10 of the Gold Reserve Act of
1934, as amended (U. S. C., title 81, see. 8922a), is amended to read
as follows:

"(c) The Secretary of the Treasury is directed to use $1,800,000,000
of the fund established in this section to pay part of the subscription
of the United States to the International Monetary Finnd; and any
repayment thereof shall be covered into the Treasury as a miscellaneous
receipt."

(b) The Secretary of the Treasury is authorized to pay the balance
of $950,000000 of the subscription of the United States to the Fund
riot provided for in subsection (a) and to pay the subscription of the
United States to the Bank from time to time when payments are
required to be made to the Bank. For the purpose of making these
payments, the Secretary of the Treasury is authorized to use as a
iublic-debt transaction not to exceed $4,125,000,000 of the proceeds
of aly securities hereafler issulled under the Second Liberty Bond Act,
as amenlded, and the purposes for which securities may be Issued mlitr
that Act ale exlendjdl to include such purpose. Payment under this
subse tion of the subscripi ion of the United States to the Funm or
the Bank and repayments thereof sihall be treated as public-debt trans-
actions of the United States.

(c) For the purpose of keeping to a minimum the cost to theOUnited States of participation in the Fund and the Bank, the Seitre-
tarv of the Tlreasury, after paying the subscription of the UnitedStates to the Fund, and any part of the subscription of the United
States to the Bank req uired to be made under artile II, section 7 (i)
of lie Articles of Agreement of the Bank, is authorized and directed
to issue special notes of the United Stales from time to time at par
and to Ideiverr such notes to the Fund and the Bank in exchange for
lollars to the extent )ermitted by the respective Articles of Agree-
ment. The special niotes provided for in this subsection shall be
issued under the authority and subject to the plovisions of the Second
Liberty Bond Act, as amended, and the purposes for which securities
may be issued under that Act are extended to include the purposes
for which sp}ecial notes are authorized and directed to te issued inder
this subhection, but such notes shall bear no interest, shall be non-
nelgotiable, and shall he payable on demand of the Fund or the Bank,
as the case may be. The face amount of special notes issued to the
Fund under the authority of this subsection and outstanding at any
one time shall not exee¢d il the aggregate the amount of the sub
scription of the niiited States aeta ily paid to the Fund, anrd the
face anltlunt of snch lnoes issued to the Bank and outstanding atanyone t iie si all not oxre in Il e gFtgreg~ate the amount of the
subscriptio of tie 1 Ii ted Stldes actuamfl y paid to t he Bank under
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article II, section 7 (i), of tile Articles of Agreement of the Bank.
(d) Any payment made to the United States by the Fund or the

Bank as a distribution of net income shall be covered into tile Treasury
as a miscellaneous reccipt

ORTAINt.q0 AND FUrNISIU[FINO INIFORMIIATION

SEc. 8. (a) Whenever a request is made by thile Fund to the United
States as a member to furnish data munder article VIII, section 5, of
the Articles of Agreement of the Fund, the President may, through
an agency he may designate, require any pelrson to furnish such
in formation as the President may determine to be essential to comnld
with such request. In making such determination the President shall
seek to collect the infornmatio, only in such detail as is liecessarv to
comply with the request of the Fund. No information so nac(quired
shall be furnished to the Fund in such detail that the affairs of any
person are disclosed.

(b) In the event any person refuses to furnish auch information
when requested to do so the President, thiroulgh any deignlated gov-
errnetal agency, may by subpoernra rinilhe such person to appear
and testify or to ap pear and produce rcords and other documents,
or both. In case of contumacy by, or refusal to obey a subpoena
served upon any such person, the district court for any distnrict in
which such person is found or resides or transacts business. upon
application by the President or any governmental agency desigmnted
by him, shall have jurirls iction to issue an order requlrng slcfh p'son
to appear and give testimony or appear and produce records and
documents, or both; and any failure to obey such order of the court
may be punished by such court as a contempt thereof.

s(e) t shall be unlawful for any officer or employee of the Gov-eminent, or for any advisor or consultant to the Government, to
disclose, otherwise than in the course of official duty, any information
obtained under this section, or to use any such information for his
personal benefit. Whoever violates any of the provisions of this sub-
section shall upon conviction he fined not more than $5.,O, or
imprisoned ior not more than five years, or both.

(d) The term "person" as used in this section means an individual,
partnership, corporation or association.

INACITAL TRANSACTIONS WITH FOREIGIN OOVRNMYINTh IN DFA.ULT

Src. 9. The Act entitled "An Act to prohibit financial transactions
with an' foreign government in default on its obligations to the
United States", aproved April 13, 1934 (U. S. C., title 31, sec. 804a),
is amended by adding at the end thereof a new section to rNoad as
follows:

"Src. 3. While any foreign governement is a member both of the
International Monetary Fund and of the International Bank for
Reconstruction and Development, this Act shall not apply to the sale
or plurechase of bonds, securities, or other obligations of such goveriP
ment or any political subdivision thereof or of any organization or
association acting for or on behalf of such government or political
subdivision, or to the mnaking of any loan to such government, politi-
cal subdivision, organization, or association."

5
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JlIRISICTION AN!D IENSE OF AQIIOS

Src. 10. For the puripose of any action whijhl may be b ightit
witIhim the IuitnnI Stlets or its TeriltOllor 0r1 pOS, essitlO by or
against the Fmid oIr lhe iBank in 11,coidanice aithl the Articles if
Agi'eonent of thie Fund or tihe Aticles of Agreement of the l .nli,
the FundI or tile lank. as thle case mata be, slilh dbe ved to be an
inhabitiant oif the Federal judicial distilict in wiich its piinci a li offie
in thile inite Stt es is located anti iivy such aition at law or in
equity to wicihh either the Fni 1 or tihe liank shall be a partiy shall
bet demned to arise inider the laws of the United Shiatr es, ad tire dis-
trit eonurts of tie IUn itedi St ales hall have original jiriisdijtion if
any such action. When eithir tlhe Fu nd or the Itink is a defendiant
in ainy siuch action, it nmay, at any tinie before the trial thereof, eon ve
suh l action friomi a State clt rt into tihe district court of t ie TiirLed
States for the proper district by following the proved .. e for removal
of causes otherwise provided by law.

STATVUS, TI TUNlrIES AND PRIVILEGEIES

Src. 11. Tie provisions of artile .I, s ·ections 2 to 9 both inolusv-e
a!(I tihe first sentecee of article VIII, sect on2 (i), o the Articles of
Agreeimtent of the Fimnld, anl the iprovisions of alrticle VI, section
5 (i), and article VII, setiLons 2 to 9, bolhii hn isive. of Li, Articles
of Agreemuenti of the Bank, shall have full ficr'e alnd effect in the
Unit eI States and its Territories and possesionis u ..on acceptance of
nmebershi Iip by tihe Unielcd States in, and the establishment of, the
Fuid and([ the Banlk, respectively.

STA'IIZA 'IOX LOANS BY IIIE IANK(

Src. 12l. Te governor and ex"etive director of the Bank I

a poinml ed by the United Slates are i hereby i reeted to oltain prompt ly
an official interlprtation by thie Bank ais to its authority to make or
,ialjllthe I.n.. s for progranis of etonomic r cotlllrtUiiction and the

lons ii rctiion of monetalray ysstems inel iding long tt sril stlabilization
loans. If the Hankl does not iiiterpr.t its powers to inec ide tie mak-
I ng or giu lrali (1illg of sliuh loans, the golernor of tile Bank repI e-
seig the ii U ted States is hereby dirctrd to poj 'oe promptly
an I sopport all meodliment to the Arte eds of Agreement for tihe
p") pose of e plicitly lauthorizilng the Bank, after consulilat ion w th
tie Fnild, to naitke or guiarantee such loans. The Ii'resident is bereby
aithorztdI andi directed to accept an amendl entex to that effect on
behalf of the United States.

STABILIZATION OPIMATIONeS BY 'IVE FUND

Srx. 13. (a) The governor anti executive director of the Fund
aplointed by the United Stales are hereby directed tb obtain promptly
an official interplrtation by the Fund as to whether its autlhinty to use
its resources extends heyond current monetary stabiliztion opI erlations
to afford temporary assistance to members in connection with seasonal,
cyclieal, and eneremncy fluctuations in the balance of payments of any



Omreember for curent transactions. an whether it has authority to use
itr resources to provide facilities for relief, reconstrtetiion, or arlna-
ments, or to nicet a large or sustailned outflow of capital on the part
of any member.

(b) If tile interprotat ion by teF da w snthe d ns in te afflnlative
any of the questions stated in sllbseetion (a). the governor if the Fund
representing the lUnited Stahs is h etl~y diiretedi to propose promi ptly
and support Em amendeudient to the Articles of Agrceem'en t for tlhe !or*
ose of expiressly neigativng such intfrpretation. Trie Presidnto t is

hereby authorized and dhircted to accept an aiiendr l mtt to that et fect
on behalf of the United States.

FuTi1rIErN PIIO*(OTIOS or INT}IRNATIOtNXL ;C41N03IOC RELATIONS

Sw:c. 14. In the realization laint additionald measi,,rE ,f internatjion
econolric cooperaiion are Iccessary to faeililate tile exp>lI ii()1o and
balanced growth of inteirlati,.i. al t'lrde a ia in 1didr mliost effective the
operations of the F<'und ared the Bank, it is hereby dlei laled to be the
picv of tihe niited States to seek to bring about furth tr agr.e. mi t
and cooawrti 'ti1 ilnollo li·athoins a.d intellatltiotmli boldies, as Soon s

poSSible. Onl way sVSt I incails whIih will LtsL redlidce o[sItll les to and
reslrietiols ihilip intmrtnioal tadei. liniiiraten unfair trade pr afliees,
promo ote nitnally nlvaiit!ttiiis COUli.ill. (iii retlations. and otlhwise
;facilitate tie expil,.si.nli ald balanced grmti of in teititini trilde
anid pio...te. tlim stabilil of iilltiatic al ,,contomlc relations. In
conisidering the poli~cis of lite [nitd Stntu% inl foreign lending and
the, policies of the Ftind and the Malk. [articularly in conducting
exchanlge traisacithis, lie Ciuncil and tile United States reprteseta-
tives on t ie Fund iand tih Banik shall give careful consideratnion to the
progress which Fhas beeln i.i...le ill aclievii g such igreere.ent and

coopel'ation.
Approved July 31, 1945.

7 ipsB L 17ll .1



[PUBLIC LAW 171--79T CONGRESS]

[CHAPTFR 339 lST SESSION]
II. R 3314j

AN ACT
To provide for the >articipation of the United States in the 1ntcrati.ona. Mone-

tary Fund and te lnletrnationai Bank for Reconstruction and Developnecet.

Be it etnacted by the &Sente and House of Representatives of the
Vnited States of America in Congreaas asenbled,

STIORT TIXLE

Swrm;OŽ 1. This Act may be cited as the "Bretton Woods Agree-
nients Act".

ACCOPANH'AC (IF MEMBERSHIP

Src. '2. The President is herebyhv aullorized to accept memlbership
for the United States in the Intrnaritional Monetrlry Fund (hereil-
after referred to as the "Fund' ), and in the Internatilolad Bank far
Rec .instructioIn and Developmentii (hereinalfter referred to as tile
"lank"), provided for be thle Aiticles of Agreement of the Fumd aIdli
the Articles of Agzlementt of the Bank as set forth in I&he Final Act
of the IUnited Nlations Monetarv and Financial Conference Idated
July 22, 144. anl deposited in the archives of the Department of
State.

O APPOINTMENST OF OOVEXNORs. EXEc[rivI PIREC}ThJR, AND ALTI'.InNA'iS

San. 3. (a) The President, by andti with the advice and consent ,f
the Senlate shall pi pp iint a govterlor of the Find who shall also serve
as a governor of the Balnk. and an executive director of the Fundl anl
aIn executive director of the Bank. The executive dihectors s)
p pointed shiall also servel as provi .o a Il executive direet o rs of tihe

F:ildu and the Bank for the purposes of the respective Articles of
Ag .e..n i it. The trial of ofice for the governor of the Fu ld and of
the Bank shall be five rears. The terim of office for the execultive
diirectls shall be two yeal's, bilut thile executive directors shall rlinain
in opile iuntil tlheir successols hiave been ap pointed.

Ih) The President. by and with the advice and conent of the Senate.
shIall a ppoin i an alternite foro tie governor oft the Fo nd w\ho shall als
serve as alternate for the governor of tilhe Bank. The Presidenit., v
and with the advice anti consent of thie Senate. shall appoint an aIlter-
ihte for each of Ilie execiutive dir ectrs. TIe alt ernate for each eXecu

tire dIirector shall be a ppointed froni among in dliviiuaIs recommendei
to the Presidint iv tihe execeuti director. T]he terms of office for
alternates for Ihe governor and tie executive directors shall be the
same as thile terms specified in subsection (a) for the governor and
executive directors.
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(c) No person shall be entitled to receive any salary or other corm-n

penisaition from the United States for services as a governor. executive
director, or alternlate.

NATIONAL IIA ISORT Mr1NCIL ON INTERNATIOINAIL MIONETAYll AND
rINANCIAL P1RfOBLEMS

Sec. 4. (a) In order to coordinate the policies and operatiO.s of
the rpresentatives of the United States on thile Fund anrd the Blank
and of all agencies of the Government which make or participate in
mia king foreign loans or which engage in foreign financial exchanllge
or Mionetary traIsuatlions, there is Sereby establishied tile National
Advisory Council on International Monetary and Financial IPobliems
(hereinafter referred to as the "Council"), O(nssi ing of thile Secretary
of the Treasurv, as Chairman, the Secretary of State, the Secretary

f( ommerce, thell ClhairanI o'f tibe Board of Governors of the FedertA
Reerwv System. and the Chairman of the Board of Trustees of the
Export-Inmport Bank of Washington.

(b) (1) The Councill after consultation with the representatives
of tie UI e lu States on tihe F id and the Ba ik, shall recommend
to thile Prsident general policy directives for tilhe guidante of the
representatives of the United States on the Fund and the Bank.

(2) The Council shall advise and consult with tile President and
te represenitatives of ithe United States on the Fuond and the Bank
on miajor problems alising in tile ndninistration of the Fund and
tile [Bank,

(3) 'The C(ouniel shill coordintoe, by consultation o.. .. theirse, so
far as is practicabl e.il tIe poliies anid operations of the vprisetta-
lires of the United StatŽs onil the Flid and tile Bank, the Fxpo-t-
liil>ort Bank of Washington andl all other] agencies of lhe Govern-
[nWit to tile eftent that they mah..e or participate in the making of

foreign loains or engage in foreign financial, exchange or monetary
tranlaci ions.

(4) Wheonevr, nimder the Articles of Agreement of the Fund or
the Articles of Agreement of the llank-, the approval, conseit or
rgreeuuent of the United States is required before an act may be done
y thile respective institutions, the decision as to whether suich

aIpproval, consent, or agreement, shall he given or refused shall (to
thile extent such deisioni is not proliibitediy section 5 of this Act)
be miade by the Council, under thile general drection of tle Prei lent.
No governor, executive director, or alternate re presenting the United
Staites s i vo .ote infavor eof ILn v waiver of condition under article V.
section 4. or in favor of any declaration of the United States dollar
as a scarco ecurresny under article VIL section 3. of lhe Articles of
Agreement if the Fund, wtitout prior approval of the Counrmcil.

(5) lThe Council iomn timne to time, but not less frequently than
every six months, shall trainsnmlit to thile IPresidenlt a .d to the Congress
a repjort with respect to thlie participation of tle United States in the
Fun and ti le Bank.

(0) The Council shall also transmit to the President and to the
Congress special reports on the operations and policies of the Fund
and tihe Bank, as provided ill this }taragraph. The first vepo rt si ill
be made not later than two years after the establishmient of the Fund

A
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and the Bank. and a report shall be m.ade every two years after the
making of the first report. Each siuclh report shall cover and include:
The extent to which the Fund and thie pank have achieved the pur-
poses for which they were established; the extent to whith, he oper-
ations and policies of thie Fiuld and the Bank have adhered to, or
departed from, thile general policy directives formulnated by tile Coun-
cil, and the Council's reconlmendations in connectioi t herewi thi: the
extent to which the operations and policies of the Fund and thle Bank
have been coordinated, and tile Croneii's reconmnendahtiions in t, onnee
tion therewilh; recommendations on wihether the resources of the Fund
and the Bank should be increased or decrreased; r.co.nmendations as
to how the Filed and the Blank inay be made more effective: recom-n-
mendaLtions on any other necessary or desirable changes in the Aiticles
of Agreement of the Fund and of the Bank or in tillis Act; and an
over-all appraisal of tihe extent to which the operations and policies
of the Fund and thie Ba k have served. and in the flltnit mav I.e
expect ed, to serve, the initerests of ihe Uniited States and tilhe worild in
promoting sound international economic cooperation and furthering
world security.

(7) The Cou.cil shall make such reports and recommendations to
tile President as hie may from time to time request. or as tile Council
Inty conisider necessary to lore effectively or ehlicently aecolIp ish
the po rposu s of this Act or the purposes for wlih cl the Council is
cleated.

(c) 'I'iie representatives of tlhe United Stat's on tile Fu .. I and tile
Bank, and the Ex}iort-In port Bank of ashinglpton (and all ot her
agencies of tie (Governeint to tohe extent that they mIake or articipate
in the minaking of folcigi hIlon is or engage in foceigin fin lanilia. ex hanige
or molinetar transactions) shall keep tihe Council fully infolmued of
therir activities and shall provide the Coni il w itlh snuch fulher infor
miarion( or data in their possession as tile Concil iOay deem necesslry
to t he approprlate discannrge of its reipotnsibi ities indr this Act.

CELMAIN ACraS NOT TI BE T'AKEN WITnIOUT AVTLiORIZATION

S:c. 5. Unless Om gress by law alithorizes such ac(tion, neiiter the
President nor anly person or agency shiall on behalf of tihe I -iitted
Slates (a) request or consent to any ciiauge in thle quota of tile iUniled
States Oiider articli III. section 2. of tihe Aiticles of Agree.ent t of the
LFnnd; (h) pioSoe or agre.e to any ealnge ill the par vauhte of ith
Unitedi Sates idollar iider arti le IV. section 5, or alticeL XX, section
4. of the Articles of Agreenent of the Filnd. or approve ally general
chIange il par values underi artiele IV, settion 7; (e) subseribe to
additional stares of stock iind..er article If, seclion 3, of the A iches
(if Agreement of tile Bank; (d) accept aly aIll (flneent 1i nderi arlliete
XVII of the Articles of Agreement of tile Fund or article VIII of
thie Artitkits <i Agrten..Lni or tihe 1Iaok: (e) .lake any Ioa.n tLo Ihl
Fund or the Bank. Unless Congresst by law authorizei s such action,
no governeor or alterniate appointed to represent the I tited States
shall vote for an increase of capital stocka of tile Bank Iunder article
II, section 2, of the Articles of Agreement of the Bank.
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SEo. 6. Any Federal Reserve hank which is requested to do so by
the Fund or the Bank shall act as its depository or as its fiscal agent,
and the Board of Gorernmrs of the Federal Reserve System shall super-
vise and direct the carrying out of these functions by the Federal
Reserve banks.

PAnENTr OF StBSCHIMIT ONS

SEc. 7. (a) Subsection (c) of section 10 of the Gold Reserve Act of
1934, as amended (U. S. C., title 31, see. 822a), is amended to read
as follows:

"(c) The Secretary of the Treasury is directed to use $1,800,000,000
of the fund established in this section to pay part of the subscription
of the United States to the International Monetary Fund; and any
repayment thereof shall be covered into the Treasury as a miscellnieous

(IFTh.le Secretary of the Treasury is authorized to pay the balance
of $950,000,000 of the subscription of the United States to the Fund
not provided for in subsection (a) and to pay the subeription of the
United States to the Bank from tin.e to time when payments are
required to be made to the Blank. For thle purpose of making these
pa nments, the Secretary of the Treasury is authorized to use as a
iunlic debt transaction not to exceed $4,125000000 of the proceeds
of any securities hereaftEr issued under the Second Liberty Bod Aec,
as aniended, and the purposes for which securities nmay be issued under
that Act are extended to include such purpose. Payment under this
suhse, tion of the subscription of the United States to the Fund or
the Bank and repayments thereof shall be treated as public-debt trans-
actions of the United States.

(e) For the purpose of keeping to a minimum the cost to the
United States of participation in the Fund and the Bank, the Secre-
tarv of the Treasury after paying the subscription of the United
States to the Fund, and any part of the subscription of the United
States to the Bank required to be made under article II, section 7 (i),
of the Articles of Agreement of the Bank, is authorized and dilrected
to issue special notes of the United States from time to time at par
and to deliver such notes to tile Fund and the Bank in exchange for
dollars to the extent permitted by the respective Articles of Agree-
nincut. The special notes provided for in this subsection shall be
issued under the authority and subject to the provisions of the Second
Liberty Bond Act, as amended, and the purposes for which securities
may be issued utinder that Act arc extended to include the purposes
for which special notes are authorized and directed to be issued under
this subsection, bhut such notes shall bear no interest, shall be non-
negotiable, and shall be payable on demand of tile Fund or the Bank,
as the case may be. The face amount of special notes issued to the
Fpund under the authority of this subsection and outstanding at any
one time shall not exceed in the aggregate the amomunt of the sub-
scription of the UTnited States actually paid to the Fund, and the
face amount of suchl notes issued to the Bank and outstanding at
any one time shall not exceed in the aggregate the amount of the
subscription of the IUilted States actually paid to the Bank under

ar

1
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article II, section 7 (i), of tihe Articles of Agreement of the Bank.
(d) Any payment made to the United States by the Fund or the

Bank as a distribution of net income shall be covered into the Treasury
as a minisellaneotis s recipt.

OTrANINGO AND FUIIRNISING INFORMATLON

Sec. 8. (a) Whenever a request is made by the Fund to the United
States as a mein'be to furnish data under article VIII, section 5, of
the Articles of Agrelement of the Fund, the President may, through
an agency be may designate, reuire any pernon to furnish such
information as the President may deternin to be essential to comply
with suche request. In making such determination the President saIll
seek to collect the information only in such detail as is necessary to
comply with the lequest of the Fund. No informnation so acquired
shall bte furnished to the Fund ixl such detail that the affairs of any
person are disclosed.

(b) In the evelit any person refuses to furnish such information
when rlequested to do so, the President. through any dIesigated gov-
ernmiental agency, may by subpoena require msch personi to appear
and testify or to ap ear and prodluce reorfds and other documents,
or both. In case of contumaey by. or refusal to obey a subpoena
served upon any such i}erson, theadistrict court for any district in
which such person is found or resides or transacts business, upon
application by the President or any governmental agency desitmated
by him, shall have jurisdiction to issue an order lequiring such person
to appear and give testimony or appear and produce records and
documents, or both; and any failure to obey siuch order of the court
may be punished by such court as a lconbipt thlerof.

(e) It shall be unlawful for any officer or employee of the ov-
ernnent, or for any advisor or consultant to the Government, to
disclose, otherwise than in the course of official duty, any information
obtained under this section, or to use any such information for his
personal benefit. Whoever violates any of the provisions of this sub-
section shall, upon conviction, be fined not more than $5000, or
imprisoned for not more than five years, or both.

(d) The term "person" as used in this section means an individual,
partnership, corporation or association.

rINANCIAL TRANSACTIONS WrITH FOREIGN OOVENMENTS IN DEFAULT

SEc. 9. The Act entitled "An Act to prohibit financial transactions
with any foreign government in default on its obligations to the
United States", approved April 13, 1934 (U. S. C, title 31, sec. 804a),
is amended by adding at the end thereof a new section to read itas
follows:

"Sro. 3. While any foreign government is a member both of the
International Monetary Fund and of the International Batik for
Reconstruction and Development, this Act shall not apply to the sale
or purchase of bondls, securities, or other obligations o such govern-
ment or anly political subdivision thereof or of any organization or
association acting for or on behalf of such government or political
subdivision, or to the making of any loan to such government, politi-
cal subdivision, organization, or association."
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JURISflDI(TION AD E11NUr F0 AC(TION

Soc. 10. For thile pulpose of any a ction which may e brought
Within tile 1 ITnill Staites or its lerritoiies or possessions by or
against tile FIld or the Bank in aeco'da nlee i ti tlle Arti ps of
Age.l.. lnt. of ilhe Fund or tile Articles of Agileement of tle lBani,
tih Fund or the WaiiI, as the ciie mtny be, shall be denemei to he an
inhabitant of tie Fiederal judicial district in which its pricmipal office
in the united States is located. am aniv such acliion at law or in
equity to which either thile Fund or the Bank shall be a parlty shall
be deemed to arise unide r the laws of tile United States, and the dis-
trit courts of the Unlited Staes slhall have or ignial lurisdictiot of
any selch actiot. WVlien it ei le Fo I or lie Bank is a defenr at
in any such action, it .i..at any timle before the trial thereof. remove
suecht action fronm t Stnte court into thile disutict omIt of tlen IUnited
States for the proper district by f(lowiiing the procedure for retlval
of causes otiherwise provided by law.

STATUS, IMIMUNITIES AND PRIVIlAA;ES8

SEc. 11. The provisions of article IX, yet ions 2 to 9. both inclusive.
and the first sentence of article VIII, sectioi '2 (h), of the Articles of
Agreement of tihe Foid, aid the irnovisions of article V[, section
5 (i). and article VII, sections 2 to 0, both inclusive. of tile Articles
of Agreement of the Bank, shall hiave full force andi effct in tile
United States and its Territories and 1)possessiols upoi acceptance of
memnbet'shb p by the United States in, and the stablishi e nt t of, tile
FInd and the Banik, respectively.

SAIiiLIZAirlIO LOANS By TlE BANKI

S:c. 12. Thi goivernor and executive direct)r of tile BankO
aplpointed by the United Sttesmar he'eby direted to obtain pronialy
an offll ulm inolrprttat ii ,by tile Bank as to its auithority to nnake or
gualatte loans flr prog[llis of econoninic rxin t ruction ania tile
reconlsitrnction of monetaiy systems, imli ding loing-teuim sta bilization
loans. If the B ink dloes not interpret its powers to includ i e the mnak-
ing or gunaranteeilng of such loans, the governor of tile Bank repio-
sentling the United States is iheeby dleetedi to piripose pro.mptly
anSI Su pporirt an aimendmrient to the Articles of Agilem i t for the
>prp .o of explicitly authorizing the liank, after consultation with

ts! Iund. to maike or gularlnteT slh loans. Tile lPresident is hiereby
autm'izeid Iad directed to accept an amen[dment to that effect on

behalf of the United States.

SIAIILIZATION OPELAATII[NS By TIi FIUND

Sw. 13. (a) The governor and execntive direcitor of the Fund
appointed by the United States are hereby directed t obtain prnomptly
an ollicial iiitcrpretation by the Fliiid as to wihether its authliority tl use
its resomurces extends tbeyondi curlent monetary stabilizatioI operalions
to afford temporary assistance to members in connection with seasonal,
cyclical, and emergrncy fluctuations in the balance of payments of alny
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member for current transactions, a lid whether it has aiathority to use
its resources to provide facilities for relief reconstruction, or arnma-
ments, or to meet a large or sustained outfow of capital oni tile part
of any member.

(b) If the ineirpritation by tile Fund answers in tile affir native
anyof thequestions stated ill sbsection (a) tliegoveror of tlhelPu
rep resenting the United States is hiereby dir'eted to 'op, xe prom I.l v
and support anl amendmient to the Articles of Agreell enl for tie pvlt-

ose of expressly negativing such interpretatioti. Thie President is
gereby authori.ezed nd 1directed to accept in anil i finet to Lthat elfect
o behalf of thle United States.

F*lTIIRR PROIMOIONO OF IN Xrf{NAT VION I I)ECNO II FC DIn ATIOXNS

See. 14. In the realization tihat additional measures of internationed
elonoln ac coperatlon are necessary to facilitate the o ex piion and
baitlnied arovthl of inltrnlational ai rie do ild render .is. clftc, ivie tihe
operations of tile F lndI and tile Ball it is lihereby delamled to bie the
policy of the llltedl States to seek to briog about fuirther aglel .l.
alnid Cooopertlion lamong nations iand intrlltiinal bodies, as On)11 Ias
possible * on ways ;ldi mnealis whiiwi l l best 'ieldt, obstacles to and
restrictions uiponl intrniationail trade. (eiliillate unlifair trale pracliics,
pI'(Io.. lnitltually tt!lntawoI. lolsc nhtclllt ..] irelt lil, alil othwelwise
facilitate thile expaleiolt aind alalced glir th of intrnational trade
aRd pro.iiote tie stability .f ilderteicotinal ecollOnhic 'elntiolns. In
considering the lpolh!ius of Ito l o niid Sitaes ill fwireign lending illd
tile policies of thei Fuli ami lhe Iaik. particularl iii colnduictitg
exc{tn"ge tialsla' (tillS. tile (Yrill ll tndI thile Untitedii States ipreelal/-
tiys n I the FormI and tie Bani k shMI give carieful con sideration to the

*progress which has bieen iinoe ia aihieviing suchi agreelllent and

Approved July 31, 1945.

a
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InsvO Enl. R. 3314

IN TIHE HOUSE OF REPRESENTATIVES

JULY 19, 1945

Ordered to be prilnted jith the amendments of tile Senate numbered

AN ACT
To provide for the participation of the United States in the Inter-

national Monetary Fund and the International Bank for

Reconstruction and Development.

1 Be it enacted by the Senate and House of Represenla-

2 ives of the United States of America in Congress assembled,

3 SHORT TITLE

4 SECTION 1. This Act may be cited as the "Bretton

5 Woods Agreements Act".

6 ACCEPTANCE OF MEMBERSImP

7 SEC. 2. Tile President is hereby authorized to accept

8 membership for the United States in the International

9 Monetary Fund (hereinafter referred to as the "Fund"),

10 and in the International Bank for Reconstruction and De-



1 velopment (hereinafter referred to as the "Buank"), provided

2 for by the Articles of Agreement of the Fund and the

3 Articles of Agreement of the Bank as set forth in the

4 Final Act of the United Nations Monetary and Financial

5 Conference dated July 22, 1944, and deposited in the

6 archives of the I)epartment of State.

7 APPOINTMENT OF GOVEIRNORS, EXECUTIVE DIRECTOIRS, AND

8 ALTERNATES

9 SEc. 3. (a) The President, by and with the advice

10 and consent of the Senate, shall appoint a governor of the

11 Fund who shal] also serve as a governor of the Bank, and

12 au executive director of the Fund and an executive director

13 of the Blank. The executive directors so appointed shall also

14 serve as provisional executive directors of the Fund and

15 the Bank for the purposes of the respective Articles of

16 Agreemnent. The term of office for the governor of the Fund

17 and of the Bank shall be five years. The term of office for

18 the executive directors shall be two years, but the executive

19 directors shall remain in office until their successors have

20 been appointed.

21 (b) The President, by and with the advice and consent

22 of the Senate, shall appoint an alternate for the governor

23 of the Fund vwho shall also serve as alternate for the governor

24 of the Bank. The President, by and with the advice and con-

25 sent of the Senate, shall appoint an alternate for each of the
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1 executive directors. The alternate for each execnutive dirc-

2 tor shall be appointed from amoog individuals recommended

3 to the President by the executive director. The terms of

4 office for alternates for the governor and the executive

5 directors shall be the same as the terms specified in sub-

6 section (a) for the governor and executive directors.

7 (c) No person shall be enlitiled to receive any salary

8 or other compensation front the United States for services

9 as a governor, executive director, or alternate.

10 NlATIONAL ADVISORY COUNCIL ON INTEIRNATIONAL

11 MONETARY AND FINANCIAL PROBLEMS

12 SEC. 4. (a) In order to coordinate the policies and

13 operations of the representativcs of the United Slatcs on the

14 Fund and the Bank and of all agencies of the Government

15 which make or participate in making foreign loans or which

16 engage ill foreign fireinfl ail, xclhange or tnonrtary trails-

17 actions, there is hereby established tic National Advisory

18 Council oil Interuational Monetary alm Fitnanicial Probleims

19 (hereinafter irefrred to as the "Council"), oulfsistmng of the

20 Secretary of theI TIreasuryv, as Clhiairnan, the Scretary of

21 State, tihe Secretary if Conlminmce, the Chlairman of the

22 Board of Governors of tihe Federail Reserve System, and

23 the Chalirnan of the Board of Trustees of the Export-Import

24 Bank of Washington.
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1 (b) (1) The Council, after consultation with the repre-

2 sentatives of the United States on the Fund and the Bank,

3 shall recommend to the President general policy directives

4 for the guidance of the representatives of the United States

5 on the Fund and the Bank.

6 (2) The Council shall advise and consult with the

7 President and the representatives of the United States on the

8 Fund and the Bank on major problems arising in the ad-

9 ministration of the Fund and the Bank.

10 (3) The Council shall coordinate, by consultation or

11 otherwise, so far as is practicable, the policies and oper-

12 ations of the representatives of the United States on the Fund

13 and the Bank. tile Export-Import Bank of Washington and

14 all other agencies of the Government to the extent that

15 they make or participate in the making of foreign loans or

16 engage in foreign financial, exchange or monetary trans-

17 actions.

18 (4) Whenever, under the Articles of Agreement of

19 the Fund or the Articles of Agreement of the Bank, the

20 approval, consent or agreement of the United States is

21 required before an act may be done by the respective

22 institutions, the decision as to whether such approval, con-

23 sent, or agreement, shall be given or refused shall (to the

24 extent such decision is not prohibited by section 5 of this

25 Act) be made by the Council, under the general direction of
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the President. No governor, executive director, or alter-

nate representing tile United States shall vote in favor of

any waiver of condition under article V, section 4, or in

favor of any declaration of the United States dollar as a

scarce currency under article VII, section 3, of the Articles

of Agreement of the Fund, without prior approval of the

Council.

(5) The Council from time to time, but not less fre-

quently than every six months, shall transmit to the Presi-

dent and to the Congress a report with respect to the par-

ticipation of the United States in the Fund and the Bank.

(6) The Council shall also transmit to the President

and to the Conigress special reports on the operations and

policies of the Fund and the Bank, as provided in this pra-

graph. The first report shall be made not later than two

years after the establishment of the Fund and the Bank,

and a report shall be made every two years after the

making of the first report. Each such report shall cover

and include: The extent to which the Fund and the lBank

have achieved tile purposes for which they were established;

the extent to which the operations and policies of the Fund

and the Bank have adhered to, or departed from, the general

policy directives formulated by the Council, and the Conn-

cil's recommendations in connection therewith; the extent

to which tile operations and policies of the Fund and the
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1 Bank have been eoordinated, and the Council's recommenda-

2 ioiin ill O(n(ic tion tliherewiLth reconmmendations orl whietier

3 the resnouress ofl te Fmid nid tihe Banik shiould be increased

4 or decreasedc: omm enilndliitions ns to ihow thle FunIid and the

5 RBanik alinB Ix be 1mde more ecffective; recoummendatiouns oil

6 anyi other iecessary or desirable chaniiges in the Articles of

7 Agfreenient of the Find and of the Banki or in this Act; and

8 an over-all appraisal of the extent to which the operations

9 and polci'es of the Fund and the Bank have served, and in

10 the fultiure may e expected to serve, the interests of tlhe

11 United States and thie world in promoting sound iutfernational

12 economic cooperation and furthering world security.

13 (7) The C(onilcl shall make such reports and recom-

14 mendations to I(e President as he mav from time to time

15 requelilst, or ns thei( iiOil maY coiiider necessary to more

16 effectively or clicieintly aIccomplish the pup(oses of this

17 Act or ihe piurposes for which the Council is creatcd.

18 (c) The represcntativcs eof the IUnited States on the

19 Fuid am] the ]lank. and the Export-Import Bank of Wash-

20 igtoin (and 111l otilier aglciees of the Govierment to the

21 extent that they make or participate ii tie making of foreign

22 loans or engage ill foreign financial, exlharngl or nmonetary

23 trarisactbiis) shall keep tile Council ful informencd of their

24 activities and shall provide tie Council with such furthier

25 informationi or daia ii thlIir possession as the Council may
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I deem necessary to the appropriate discharge of its responsi-

2 bilities uinder this Act.

3 CERTAIN ACTS NOT TO BE TAKEN WITHIOUT

4 AUTIIORIZATTON

5 Sr,:c. 5. Unless Congress by law authorizes such action,

6 neither the President nor any person or agency shall on

7 behalf of the United States (a) request or consent to any

S change in the quota of the United States under article III,

' section 2, of the Articles of Agreement of the Fund; (b)

10 propose or agree to atny change in the par value of the

I1 United States dollar under article IV, section 5, or article

12 XX, section 4, of the Articles of Agreement of the Fund,

13 or approve any general change in par values under article

14 IV, section 7; (c) subscribe to additional shares of stock

15 under article II, section 3, of the Articles of Agreement

16 of the Bank; (d) accept any amendment under article XVII

17 of the Articles of Agreement of the Fund or article VIII of

I8 the Articles of Agreement of the Bank; (e) make any loan

19 to the Fund or the Bank. Unless Congress by law author-

20 izes such action, no governor or alternate appointed to

21 represent the tnitcd States shall vote for an increase of

22 capital stock of the Bank ur:der article ITI section 2, of the

23 Articles of Agreement of the Bank.

24 (I )14R v ~ (W 0 a UNITED4 W4'E . ...14...
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4 DEPOSITORIES

5 SEc. (2)$ 6. Any Federal Reserve bank which is re-

6 quested to do so by the Fund or the Bank shall act as its

7 depository or as its fiscal agent, and the Board of Governors

8 of the Federal Reserve System shall supervise and direct tile

9 carrying out of these functions t, the Federal Reserve ianks.

10 PAYMENT OF SUIISCRIPTIONS

11 SEC. (3)8 7. (a) Subsection (c) of section 10 of the

12 Gold Reserve Act of 1934, as amimled (IT. S. C., title 31.

13 sec. 822a), is amended to read as follows:

14 "(c) The Secretary of the Treasury is directed to use

15 $1,800,000.000 of the fund established in th;s section to

16 pay part of the subscription of the United States to the

17 Ilternationll Moinetary Fund; and anivy repanvii cuit thierenf

S1 sharll be covered into the Treasury as a miseellaneous

19 receipt."

20 (b) The Secretary of the Treasury is authorized to pay

21 the balance of $950,000,000 of thle 'subscription of the

22 United States to the Fund not provided for in subseetion

23 (a) and to pay the subscription of tile United States to the

24 Bank from time to time when payments are required to

25 be made to the Bank. For tile purpose O o making luast,
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1 payments, the Secretary of the Treasury is authorized to

2 use as a public-debt transaction not to exceed $4,125,000,-

3 000 of the proceeds of any securities hereafter issued under

4 the Second Liberty Bond Act, as amended, and the purposes

5 for which securities may be issued under that Act are ex-

6 tended to include such purpose. Payment under this sub-

7 section of the subscription of the United States to the Fund

S or the Bank and repayments thereof shall be treated as

9 public-debt transactions of the United States.

10 (c) For the purpose of keeping to a minimum the cost

11 to the United States of participation in the Fund and the

12 Bank, the Secretary of the Treasury, after paying the sub-

13 scription of the United States to thile Fund, and any part

14 of the subscription of the United States to the Bank required

15 to be made under article II, section 7 (i), of the Articles

16 of Agreement of the Bank, is authorized and directed to

17 issue special notes of the United States from time to time

IS at par and to deliver such notes to the Fund and the Bank

19 in exchange for dollars to the extent permitted by the re-

20 spective Articles of Agreement. Tihe special notes provided

21 for in this subsection shall be issued under the authority and

22 subject to the provisions of tke Second Liberty Bond Act, as

23 amended, and the purposes for which securities may be

24 issued under that Act are extended to include the purposes

H, R. 3314- 2
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1 for which special notes are authorized and directed to be

2 issued under this subsection, but such notes shall bear no

3 interest, shall be nonnegotiable, and shall be payable on de-

4 mand of the Fund or the Bank, as the case may be. The

5 face amount of special notes issued to the Fund under the

6 authority of this subsection and outstanding at any one time

7 shall not exceed in the aggregate the amount of the sub-

8 scription of the United States actually paid to the Fund, and

9 the face amount of such notes issued to the Bank and out-

10 standing at any one time shall not exceed in the aggregate

11 the amount of the subscription of the United States actually

12 paid to the Bank under article II, section 7 (i), of the

13 Articles of Agreement of the Bank.

14 (d) Any payment made to the United States by the

15 Fund or the Bank as a distribution of net income shall be

16 covered into the Treasury as a miscellaneous receipt.

17 OBTAINING AND FURNISHING INFORMATION

is SEC. (4)$ 8. (a) Whenever a request is naole by the

19 Fund to the I nited States as a nimudber to furnish data lunder

20 article VIII, section 5, of the Articles of Agreement of the

21 Fund, the President may, through any agency he may desig-

22 nate, require any person to tlrnish such information as the

23 President may determine to be essential to comply with

24 such request. In making such determination the President

25 shIall seek to collect thd information only in such detail as is
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necessary to comply with the request of the Fund. No

information so acquired shall be furnished to the Fund in

such detail that the affairs of any person are disclosed.

(b) In the event any person refuses to furnish such

information when requested to do so, tihe President, thlirough

any designated governmental agency, may by subpoena re-

quire such person to appear and testify or to appear and

produce records and other documents, or both. In case of

contumacy by, or refusal to obey a subpoena served upon

any such person, the district court for any district in which

such person is found or resides or transacts business, upon

application by the President or any governmental agency

designated by him, shall have jurisdiction to issue an order

requiring suchl person to appear and give testimony or appear

and produce records and documenu ts, or both; and any failure

to obey such order of the court may be punished by such

court as a contempt thereof.

(c) It shall be unlawful for any officer or employee of

the Government, or for any advisor or consultant to the

Government, to disclose, otherwise than in the course of

official duty, any information obtained under this section,

or to use any such information for his personal benefit.

Whoever violates any of thile provisions of this subsection

shall, upon conviction, he fined not more than $5,000, or

imnprisoned for not more than five years, or both.
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1 (d) The term "person" as used in this section means

2 an individual, partnership, corporation or association.

3 FINANCIAL TiRANSACTIONS WITH FOREIGN GOVERNMENTS

4 IN DEFAULT

5 SEC. (5)4-0 9. The Act enllttled "An Act to prohibit

6 financial transactionns with any foreign government in default

7 on its obligations to the Unitedl Stales", approved April 13,

8 1934 (U. 8. C., title 31, sec. 804a), is amended by adding

9 at the end thereof a new section to read as follows:

10 "SEC. 3. While any foreign government is a member

11 both of the International Monetary Fund and of the Inter-

12 national Bank for Reconstruction and Development, this

13 Act shall not apply to the sale or purchause of bonds, secu-

14 rities, or other obligations of such government or any politi-

15 cal subdivision thereof or of any organization or association

16 acting for or on behalf of such government or political sub-

17 division, or to the making of any loan to such government,

18 political subdivision, organization, or association."

19 JURISDICTION AND VENUE OF ACTIONS

20 Sinc. (6)44 10. For the purpose of any action which

21 m]ay be brought within the United States or its Territories or

22 possessions by or against the Fund or the Bank in accordance

23 with the Articles of Agreement of the Fund or the Articles

24 of Agreement of the Bank, the Fund or the Bank, as the

25 case may be, shall be deemed to be an inhabitant of the
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1 Federal judicial district in which its principal office in the

2 United States is located, and any such action at law or in

3 equity to which either the Fund or the Bank shall be a

4 party shall be deemed to arise tnder the laws of the United

5 States, and the district courts of the United States shall

6 have original jurisdiction of any such action. When either

7 the Fund or tihe Blank is a defendant in any such action, it

8 may, at any time before the trial thereof, remove such ac-

9 tion from a State court into the district court of the United

10 States for the proper district by following the procedure

11 for removal of causes otherwise provided by law.

12 STATUS, IMIMUNITIES AND PRIVILEGES

13 SEc. (7)44 11. Tie provisionUs of article IX, sections 2

14 to 9. lold iinclusive, and the first sentence of article VIII,

15 section 2 (h), of the Articles of Agreement of the Fund, and

16 tihe provisions of article VI, sction 5 (i), and article VII,

17 sections 2 to 9, both inclusive, of the Articles of Agree-

18 mnnnt of the Bank, shall have full force and effect in the

19 Ueited States and its Territories and possessions upon

20 acceptance of membership by the United States in, and

21 the establishment of, the Fund and the Bank, respectively.

22 STABILIZATION LOANS BY TIIE BANK

23 SEc. (8)41 12. The governor and executive director of

24 the Bank appointed by the United States are hereby directed

25 to ohtain promptly an official interpretntion by the Bank as to
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1 its authority to make or guarantee loans for programs of

2 economic reconstruction and the reconstruction of monetary

3 systems, including long-term stabilization loans. If the Bank

4 does not interpret its powers to include the making or guar-

5 mnteeing of such loans, the governor of the Bank represent-

6 ing the United States is hereby directed to propose promptly

7 and support an amendment to the Articles of Agreement

S for the purpose of explicitly authorizing the Bank, after con-

9 sultation with the Fund, to make or guarantee such loans.

10 The President is hereby authorized and directed to accept

11 an amendment to that effect on behalf of the United States.

12 STABILIZATION OPERATIONS BY THE FUNDI)

13 SEC. (9)14 13. (a) The governor and executive direc-

14 tor of the Fund appoilnted by tle United States are hIerl)v di-

15 reeted to obtain promptly an official interpretation by the

16 Fund as to (10)-i whetlher ifs authority to use its resources

17 extends beyond current monetary stabilization operations to

18 afford temporary assistance to members in connection with

19 seasonal, eyclical, and emergency fluctuations in the balance

20 of payments of any member for current transactions, and

21 (Ili) (ll4 whether it }las authority to use its resources to pro-

22 vide facilities for (12)rflief o r ;enmtnihn relief, recon-

23 .truetion. or armaments or to mnet a large or sIistaliied out-

24 flow of capital on the part of any member.

25 (b) If the interlpretation by the Fund ansvwers in the
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1 nffirmative (13)e.4.he any of the questions stated in subsec-

2 tion (a), the governor of tihe Fund representing the United

3 States is Ihereby directed to propose promptly and support an

4 amendment to the Articles of Agreement for the purpose

5 of expressly negativing such interpretation. The President

6 is hereby authorized and directed to accept an amendment

7 to that effect on behalf of the United Stales.

8 (14)'n[RTnErr PROMOTION OF LYTETRNATIONAL ECONOhl)C

9 RELATIONS

10 Sec. 14. In the realization that additional measures of

11 international economic cooperation are necessary to facilitate

12 the expansion and balanced growth of international trade

13 and render most effective the operations of the Fund and the

14 Back, it is hereby declared to be the policy of the United

15 States to seek to bring about further agreement and coopera-

16 tion among nations and international bodies, as soon as pos-

17 sible, on ways and means uwhich will best reduce obstacles

18 to and restrictions upon international trade, eliminate unfair

19 trade practices, promote mutually advantageous commercial

20 relations, and otherwise facilitate the expansion and balanced

21 growth of international trade and promote the stability of

22 international economic relations. In considering the policies

23 of the United States in foreign lending and the policies of

24 the Fund and the Bank, particularly in conducting exchange

25 transactions, the Council and the United States representatives
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1 on the Fund and the Bank shall give careful consideration

2 to the progress which has been made in achieving such

3 agreement and cooperation.

Passed the House of Representatives June 7, 1945.

Attest: SOUTH TRIMBLE,
Clerk.

By H. NEWLIN IMEGILL.

Passed the Senate with amendments July 18 (legis-

lative day, July 9), 1945.

Attest: LESLIE L. BIFFLE,
Secretary.
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lar slasmo:97NGsH. R. 3314

IN THE SENATE OF THE UNITED STATES

JuLy 17 (legislative day, JuLY 9), 1945

Ordered to lie on the table and to be printed

AMENDMENT
Intended to b1e pn'posed by M1r. LANCER to tile bill (t[. R.

3314) to provide for tile participation of tile UnTiited States

in the Interinaional Monetary Fund and the International

Bank for RecoIstruction and 1)evelopment, viz:

1 On page 2, before Ihe period in line 6, insert the

2 following: "'Proided, That the President shall not accept

3 such membershilp on behalf of the rUnited States unless and

4 until the Articles of Agreemrent of the Fund and the Articles

5 of Agreement of the Bank areso as to prohibit

6 the use of the resources of the Fund, or the making of loans

7 by the Bank. for the purpose of enabling any member to

8 uIrchase or produce arms, ammunition, or impldements of

9 war".

7-17-45-A
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AMENDMENT

Intended to b'e proposed by Mr. LA:ioi to the
bill (If. K. 3314) to provide for the partici-
paltion of the U nited States in the im rna-
tiohal Monetary Fund and the International
Bank for Reconstruction and Development.

JUrLy 17 (legislative day, Juiy 9), 1945
Ordered to lie on the table and to be printed
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IN TIIE SENATE OF THE TUNITED STATES

Jtnm 16 (legislative day, Jry 9), 1945

Ordered to lie on the table and to be printed

AMENDMENT
Intended to be proposed by Mr. M1uLI KIN to the ill (HIT. R.

3314) to provide for thie participation of the Uniled States

in thIe Internatioial Monletary Fund and the International

Bank for lecolnstmrltilon and Developmenit, viz:

1 On page 2, at the cud of line 6, add the following:

2 "'Provi'd. howel(e, rThat this acceptaite shall become effec-

3 tire only when the governments of tile countries having f5

4 per centiir of the qulota set forth in seclihedule (a) shall have

5 agreed that the Articles of Agreement to the Fund shall be

6 amended by striking out Articlie VII."

7-16-45--A
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AMENDMENT
IIlte(Ided ( 0o be brpo)se MI. MIAUKIN IIO

the bill (IR. R.314) to provide for the
participation of tIe United State in the
IlInieil lnioiI M.oittr yi FuI.ni aid the In-

trnatna[ ank for Reeonstrii·lt. .illt/
1e lpi i ni t.

J, · I¶ (Iegith, WWI. Jiv, I). 945

Ordered to li~~n the table aIlid to be printed
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1STH SESSI H Re 3314

IN THE SENATE OF THE UNITED STATES

JcLY 16 (legislative day, Jrtr 9), 1945

Ordered to lie on the table and to be printed

AMENDMENT
Intlended to be proposCd bY 1r. Ii I to thile bill (I1. I.

3314) to provide for the 1articipatiol of tile IUnited States

in the International Monetary Fund and the Inteniationlal

Bank for Reconstruction aid Development, viz:

i On page 2, at the end of line 6, add the following:

2 "lProvided, however, That this acceptance shall become Iffe-

3 tive only when the governments of the countries having 65

4 per centurn of the quota set forth in schedule (a) shall have

5 agreed that the Articles of Agreement to the Fund shall be

6 amended by striking out section 5 of Article VII and

7 inserting the following:

8 " 'SEC. 5. The provisions of this Article shall not be

9 invoked to excuse failure to comply with any treaty, reeip-

10 rocal trade agreement or public or private debt agreement

11 or other contract now or hereafter in effect.'

7-1645-11
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1S ~srx H.R. 3314
AMENDMENT

Intended o beI propo)id by Mr. MILiIK IN to
th bill (II. IR. 3314) to provide for the
panrt iipation of the United States in the
International Monetary Fund and the In-
ternntiionnl ialn foB r Reco striueion uld

JUly 16 (Iegtshlrtive day, Ju/y 9), 1945

Ordered to lie on the tiiie a('Id to be prlnte4,
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IN TIlE SENATE OF THE UNIED STATES

Ji :iv 16 (Itgi4shiie d(la JuLY 9), 1945

01IdeIId to lie on tit' t1,ble aI'd to be pr int, I

AMENDMENT
hiittcid-d to le I,]:fqmoc( I Il I'. Tr'1 J toI Ihe bill (]1. It. "3"14)

to priidc for tihe palrticilpation of tle Uuited States in Ge

Intewiuitonal Monetary Fund and the International Bank

for RecoistrectioI and D)evelopnlmnt, viz:

1 O0n page 2, at thie Iend of line (, add the followlng:

2 "Provided, hoiec r, Thu! thiis acie ptance shall becoIIme effec-

3 tive onl when thle governments of the countries having 65

4 per centurn of the quota set forth in schedule (a) shall have

5 agreed tlht the Articles of Agreement; to the Fund shall

6 be amnended und that : inew scctioi be added to Article

7 reading as following:

8 "'The provisions o(f this Article shall he sulject to the

9 principle that the Fund shall use its resources only for cur-

Z-165--C
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1 rent monetary stabilization o)perations and to afford temporary

2 assistance to nielnbers in connection with seasonal and

3 emergencv iluctuations in balrance of payinenlts of any menr-

4 ber for current tranlsatlonns, and that the Fand shall not

5 use its resources to provide facilities for relief, reconstruc-

6 tion, devclopnment or :,/lltnallnlt, or to nmeet a large or

7 sustained outllow of capital on the pi:t of any memnbcr;er

8 and that before a ii(einiber imay peliase currency fromi the

9 Fund, it shall conpl y with tile condition (whichi shall not

10 be Subject to waiver) dhaL it mu(st show to le satisfaction

11 of the Funnd that the nlmenbler has a reasoniable prospect of,

12 ;and agrees to inmake, repayment in full within a period of

13 eighteen months.'"
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AMENDMENT
Nllencid to be prpoed bY MrA. 'I'rr to tllbill

(II. RI. 3314) to provide for tihe prtiipa-
tion of tihe United States in the Intirn a
tion Malonetarv Fuied wnd the Inteinational
Bamnk for RecoitAruI ioin and Devtlopinent.

Jul¥ 16 (legislative dby, Jdu, 9), 3)15
Ordered to Il, i the th be bland to be prints.
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IN THE SENATE OF THE UNITED STATES

Jrxy 16 (legislative day, Jruy 9), 1945

Ordered to lie on the table and to be printed

AMENDMENT
hitended io he proposed ih Mr. T .AFT 1t tilhe hill (II. . 314)

to provide for the participation of tihe United States in the

International Monietarv Flud and tile Intenmiational Bank

for Rieeonstluction tand I Devetlopnent, viz:

0On page 2, at ilth !nd of line 6, add tihe following:

2 '"PJ iid. ] ut.,c Eni, t That Ilhis acceptlncell sall )lweoiltl Ie'

, fective only when the governmnerts of the countries having

4 65 per centum of the quota set forth in schedule (a) shall

5 have agreed that the Articles of Agreement to the Fund

6 shall w amenlded to insert scctlon in article XIV a;

7 follows:

8 O'SSlc. . INIo memlbar ~IIhl he entitled to bhv the cur-

9 relnc of anotlhelr Iinctur froll Jhe wFund in exchlmagc f.or

10 its own currellllncy iunitil it shall have remioved all rcstrictions

11 inconsistent with Article VIII. sections 2, 3, and 4.'

7-16--45--D
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SSSIIoN H.R. 3314

AMENDMENT
Inlended Ito be proposeid by Mr. TArr to tlhe Hill

(H. 11. 3314) to provide for thee prtifipa-
iion of the United States in the Interla-
tional Monetaly Flund and tihe Inteirna ional
Blank filr Reonistruction and I)eltoipuiont.

Ordered to lie on tile table and to be printed
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IN THE SENATE OF THE UNITED STATES

JULY 16 (legisative day, JuLs 9), 1945

Ordered to lie oin the table and Io be printed

AMENDMENT
Intended to be proposed by Mr. TAFT to the bill (II. R. 3314)

to provide for the participation of the United States in
tihe International Monetary Fund and tihe Internationaml

Bank foir Reconstruction and i)Development, viz:

1 On page .q, strike out all of line I after the conniU,

2 aid all of linCs 2 to 9, inclusive, and insert: "there is Biereby

3 aulhlorized to be al)propriated the stun of $4,125,000,00)0.

4 in order to seeUre the necessary funds therefor, the Secre-

5 taryv of the Treasury is authorized to issue United States

6 securities under the Second Liberty Bondl Act, as amended,

7 and the purposes for which securities may be issued under

8 the Act are extended to include such purpose".

7-16-45--E
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AMENDMENT
InlediICU to be pnmd, b ed by Mr. TArr to inl bill

(lI. i. :3314) to provide for tie pairtiiipa-
tion of the United Slates in tl.. Inerina-
tional Monetarry Fmld and lhe InktrIl:tional
Batik for R,(l msltctiol(qi and l)Oeltiinet t.
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79tru CONGRES

IST SKoS H. R. 3314

IN THlE SENATE OF TLE UNITED STATES

JtLL 16 (lgisative.day, Jur 9). 1945

Ordered to lie o, the table and to be printed

AMENDMENT
Intended to be proposed vy 31r. THoMAs of Oklahoma to tihe

bill (tIL I. 3314) to provide for tile participation of the
IUnited States in the International Monetary Fund and tile
Internationial Bank for Reconstrution and Development,
viz:

1 On page 9, at the end of line 9, strike tile period and

2 insert a colon and the following: "Provided, That the Sec-

3 rctarv of the Treasury is authorized and directed to use all

4 silver in the Treasury not held as security for outstanding

5 currency of tie United States, and all silver which may

6 fromn time to time conie into the Treasury, to pay all or

7 part of the subscription of the United States as called for

8 to the International Bank for reconstruction and develop-

7-1645--F
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1 meit: Antd provided further, That all silver which may

2 be paid into such Bank shall be valued in terms of gold from

3 day to day on the basis of the commercial or fair world

4 price per ounce, and on such basis suth silver shall be

5 regarded ias the1 full equivalent of gold."

~ -I
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IN THE SENATE OF TIlE UNITED STATES

JVLY 16 (legislative day, Jnt 9), 1945

Ordered to lie on the table and to be printed

AMENDMENT
Intentded to be proposed by Mr. THJOMAS of Okllaloma to the

bill (It. i. 3314) to provid for the particilpation of the

United States in the Interational Mionetary Flund and tihe

International Bank fo, r Reconstruction and D)evelopn lnt,
viz: On pages 6 and 7, strike section 6, and substitute there-

for tihe following:

1 SEc. 6. There is herieby established in the money of

2 account of the United States a gold coin to be known as

3 a gold ounce: such coin to eontain four hundred and eighty

4 grains of pure gold (troy weight) and sufficient alloy to

5 maklie it nine-tenth.s fine and to be of the value of $35 or

6 umnits.

t-16- G--G
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AMENDMENT
Intended to be prolposed by Mr. T'oMAs of

Oklalhnn..a to Ihe bill (I. I. 3314) to pro-
vide flor the participation of the United
States in the a nt onIlat ional Monetary Fund
and (I the International Blank for Reoaltnnc-
ti.n. and Development.

JULy lot (leaisative dzy, J,¥y I 19 I5

Ordered to lie on th t table anId to be printed
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Tlat Coarorsen SENATE Rarl . 452
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PARTICIPATION OF TIHE UNITED 8TATES IN THE INTERNATIONAL
MONETARY FUND AND THE INTERNATIONAL BANK FOR RE.
CONSTRUCTION AND DEVELOPMENT

Jum 13 (legislative day, JulY 0), 1945,-Ordered to be printed

Mr. TAnt (for himself, Mr. MihLnxN, Mr. BuTLin, and Mr. TuosIAs
of Idaho), from the Committee on Banking and Currency, submitted
the following

MINORITY VIEWS

[To accompany H. R. 3314

Theundersigned members of the Banking and Currency Committse,
having considered the evidence submitted to the committee, are
opposed to the enactment of Ii. R. 3314, for the reasons set forth
below which may be summarized as follows:

1 It involves the expenditure of $5,925,000,000 of the tax-
payers' money with negligible benefit to the people of the United
States.

2. It entrusts $5,925,000,000 of the money of Anriieaicn tax-
payers to be disposed of by boards of directors on which we have
only 1 director out of 12, and only from 27 to 35 perctnt of the
voting power, although we deposit more than half of the real
assets in the funds. The term on which our moniy is to be
lent are fixed by a board controlled by the vary nations which
wish to borrow that money.

3. These measures, added to the other policies endorsed by
the Administration, embark the United States on a vast program
of lending money abroad and guaranteeing private investments
abroad, which program is wasteful of our assets, will create a
falsp and inflated export trade leading to depression, und is
more likely to create ill will than good will toward the United
States.

4. Purporting to solve the world's economic troubles, neither
the fund nor the bank offers a solution for the present cunwgeny
diffieculties of a single cointi2y during the transition peril;
nor can the fund accomplish any of its alleged purposes during.
the transition period.
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5. The fund attempts to set up a world-wide m etary author-
iy and a system of managed cu ies. While thre are
may loopholes that we doubt its effectivenes, it can im ps
serious limitations on our freedom of action in omic matte
and force a regimented control of exchange.

For the forgoing reasons, we recommend that the further con-
ideration of this bill be postponed until the amisdistratio is pre-

pared to submit a ompre ve program to deal with the present
emerency situation at as small a cost to the AmIerican taxpayer as
posesle.

Neither the International Fund nor the International Bank are
emergency institutions. Neither of them is desained to deal with the
present emergency. Both of them commit the United States to long-
range policies which will cost us billions of dollars and, with all the
discussion that has taken place, those policies have not had any real
consideration from the people of this country.

Undoubtedly there is an emergency situation in the world. Many
countries have reconversion and transitional problems which are almost
insoluble with or without oni help. We believe that in the postwar
period we shall have to uxtond reasonable credits to many countries
to enable them to buy mchinery and raw materials so that their
economic machine may begin to operate. But we believe these loans
should he made directly by our own Government, and it should be
recognized that some of them may never be repaid. The total scope

of such assistane, hweee believe can be held duinin the next
2 or 3 years to a small fraction of the colorsal sluns which this adminis-
tration, through various agescies, plans to dump into foreign eoenlratae,
provided that the problem of each country is carefully studied and
money advanced only foe essential purposes.

But the boak and the fund are permanent institutions, the bank is
designed to encourage private investmen abroad to secure permanent
economic development, and the fund to stabilize curra ies. As willl
appear from later discussion, neither of them is really equipped to dl
with the ?resent emergency situation, and a bill has bee hntroduced
by the distinguished SBenator from New York to authorize direct.
Government loans by our Export-Import Bank up to 3) billion dollars.
An inteatdrniational oraizto moves awkwardly and slowly o and islikely to be very inefficient in dealhin with an emoey situationa
As far as solving the immediate problems of Grest Britain, of France
or of Czechoslovakia, the bank would be just about as inefficient as
UNRRA has been in solving their relief problems. Direct national
action is required for that purpose, just as our Army has handled
relief.

We call attention to reomendation VII of the Bretton Woods
Conference which for some reason was omitted from the official coy
of the Bretton Woods proposals furnished to all Senators. le
recognizes that an international conference must be held on basi
trade problems, and that tbe ttainmont of the fund's purpose cannot
be obtained through the instrumentality of the fundalone Althou
this recommendation was made a year ago, no move h been m e
toward a general economic conference and the fund ad bak bave
been pressed as if they were a panacea for the world's troua. Th.
recommendation reads as follows:
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VII. I]nlnrATIOsAL tECONOMI PNO*tLtis

Wberes in antelo I O the Arloles of A of the Intationl Monstary
und it s stated that one of the prncpl purpse of the fund is to facilitate the
iansion and balanced growth of interntioal trade. ad to contrihto thereby
the promator and maintenance of high levels of employment and real Di e

and to the devlopmett of the productive resources of all members a primary
obheotlve Of eWlio policy;

Where.s it is recognised that the complste attainment of this and other puT-
ooses and oeetives stated in the Agreement cnot be achieved through the

mtun itof the fund alone therefore
1t he _nito&Ndts Monetary and FlnaqacIl Conference recomnnends:
To the partcipating Governments that, in addition to iniplemneting the

speffLe monetary and 4aneial mesures which wer the snbject of this Con-
forenoe, they so, with a view to creating in the fild of intcrnatilral cooionij
relationsonditioms neary for the alnnient Of the purposes of thefund and of
the broader primary objectives of etonorals policy, to re~crc ~ate en ot as
possible on was and mearn whereby they may best:

(I) redune ~acles to intrstional trade and in other ways promote mutually
advantageou iternatioal commeroial relatioun;

(2) bring about the orderly mrkeg of staple commodities at prices fair to
the producer and conseaer alike;

(3) deal with the especial problems of intenational concern which will arie from
the ceeationt of prodution for war turposes; and

(4) facilitate by oprative effort the hrtuoniston of national policies of
Member States designed to promote and maintain high levels of employment and
progresaively ciai standards of living.,

THF INTRNATIONAL BSAK

We discuss the bank first because it involves a very fundameutal
change in American economic policy which has received almost no
attention.

The bank appeared at first almost as an afterthought. Although
it involves much larger sums from an American standpoint, it has
been treated throughout as a stepchild of the fund.

Yet this agreement embarks the United States on a pornanont
Sl ticy of fon ign lendht ndinadvestment by Am in huge swns,
aponsored and[ to a largo oetont guaranteed by the FedkraA Govern-

menet. ~The bank is proposed, not as a brelief oa tion, hut as a
permnont institution involving this government i a permnent
policy.

Foreign investment by American natoals is probably dsble in
a reasonable amount. It is highly undesirable if tnrtaen it too
areat volume. But this plan gogooes much further, ebecause offect it

nolvees our Government and other governmeons in a guarantee of
private loans and inveetmente abroad. Our Government does not
guarantoe private investments in the Unite Statw, a.ld we blve
it is dangerous and unwise to embark or a p net polly Wih
amounts to government guarantee of private nvestnnts b.

DESCRIPTION OP THE BANK

The International Bank to be established is to v a capital of
$10ooo,000ooo000,000ooo. The United Nations have already subscribed for
$9,100,0,000, of which our share is $3,175,000,000, or approximtely
35 percent. It is administered by a board of 12 executive dfrntom,
only 1 of whom is an American, although he has 85 percent of the
voting power. Every nation is to put up 2 percent of it quota in
gold and 18 percent in its own currency. The other 80 p nt h
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subject to call to be paid in gold, dollars, or the currency required by
the bank; but it is enot intende that it ever be called unless the bani
suffers severe losses.

The bank may make direct loans, but that is not intended to be itS
principal busineas. The ordinary procedure will be as follows: A for-
eign nation or foreign corporation seeking a loan will come to the
bank and ask the bank to guarantee such a loan. If the loaui is to be
made to a private foreign institution such as a public-utility company
or an automobile manufactuler, the government of that country will
have to guarantee the loan also. When the guaranty is given, the
country or its corporation may float that loan in any country where
it wishes to borrow the money and the loan will carly the guaranty
of the International Bank. It is fairly obvious that most of the loans
sought will be in the United States and we will, therefore, see a large
financing operation with billions of dollars of thise uyaranteed secu-
rities widely advertised to American investors. While the United
States Government is only responsible up to $3,175,0,000,000, the whole
$9,100,000,000 of potential loans could e sold in the United States.
The impression certainly will prevail that the United States Govern-
meat is largely back of all these investments. Should there be a
general defaulCtby the governments such as occurred in 1932, our
Governmet might be morally obligated to make good the whole
amiont.

It is quite true'that the United States has the right to veto any loan
to be floated in dollars hi the United States. This veto, however,
is not reserved to Congress, so that we are, in effect being asked to
authorize the executive department to approve the sale of guaranteed
foreign securities in the United States up to the total amount of
$9,100,0000,00.

In effect, therefore, the bank is a tremendous plan, under the guise
of international cooperation, to lend our people's and our Govern-
ment's money abroad.

It is said that the money of other governments will also be used andi
thereby reduce our burden. This might be true in a normal world.
The arguments for the bank will undoubtedly be stronger 3 years from
now than they are today. But under present conditions the whole
burden will fall on us The bank is only as good as the credit of the
United States Government. There are not many among our people
who realisa the condition in which the world finds itself today. Few
foreign nations are on a self-supporting basis. Few are able to pay
thleir debts. Few currencies are of any value outside of the country
of issue unlesswe make them ood. Any international fund, therefore,
is not really international. It looks to the United States for support,
and for some years to come it is merely a camouflaged method of
lending American money and that of a few other solvent nations.

PERMANENP FOREIGN LENDING ON SCALE CONhEMpLATED 1S WASTEFUL
AND DANOE*OUS

It has become fairly obvious that the policy of some administration
officials today contomplates a vast outpouring of American funds
throughout the world, both for Felief and rehtabilitation and for per-
manent development. The best prepared statement of this policy is
to be found in the sixth report of the House Special Committee on
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Postwar Economic Policy and Planning (the Cohnlr committee) in
awhich it is frankly advocated that we lend and invest abroad two or
Ithree blon dollars per year, and where it is asserted that lending of
Sthis magnitude would have lasting benefits, both to the United States
Wand to the rest of the world. This report was no doubt prepared in

cooperation with the Treasury.
Many advocates of this policy point to the fact that we have

maintained prosperity by lend-lease exports of a billion dollars a
month, and that we must continue some such scale of exports to main-
tain employment even if we have to lend all the money to enable
foreign nations to pay us.

The bank is ondy one feature of the vast relief, lending and invest-
ment program whlch is contemplated. Beginning with Luly 1, 1945,
these may be tabulated as follows:
Furtber expenditures by UNRBA -------------------------- $900 000, 000
Relief expenditures b Army ------------....................1000,000,000
Lend-lease through PEA -.-................... ;.-. ... 4, 375, 3 00000
lternational Bank -...-........... 9, 100, 00, 000
International Fud -.................... -2,750, 000, 0
ExportImport Bank-..&-..-.................. .......... - ,500 000, 000

Total-------------.------------------------------- 21,625, 000, 000
The proposed lend-lease expenditures appear at page 454 of the

record and seem to include materials having only a remote relation-
ship to the Japanese war and far more concerned with rehabilitation
than with war. The Export-Import Bank figure is that contained in
bills introduced by Senatot Wagner and Congressman Spence.

In addition to the foregoing, there has beea muct discussion of
a direct loan or gift to Great -Britain amounting to from three to
five billion dollars, and of a direct loan to Russia in the sum of
$0,000,000,000.

The tremendous volume of this lending should certainly cause tIe
Senate to hesitate and obtain full information before taking further
action. We know our experience after the last World War. We
know . t the war debts, of which more than $4,000,00,000 werein-
curred after the armistice, were funded at very low rates of interest
and then completely repudiated. We know that lending by private
investors continued during the twenties at an average of less thian
a billion dollars a year, but that it became apparent by 1931 that even
these debts could not b, paid. It is said that many of them were
hnprovidently incurred for lionproductive pluposes. This was true as
to some, but the criticism applied to a small proportion of the total
loans and investment abroad.

It must be clear that lending other than relief and rehabilitation
emergencmy loanse should only be done if it is likely to be repaid.
Otherwise, the time will come when, a realization of its waste results in
a complete cessation of lending, causing sudden unemployment athome
and resentment abroad. A very wise statement is made in the
Second Quarterly Report of the Director of War Mobilization, Mr.
James F. Byrnes, as of April 1, 1945. He says:

However, foreign rources, are not unlimited. We must be prepared to ain
loans to foreign countries which need Ameriaen goods and cannot pay imnadi-
ately. if there is a reasnable prospect of repayment. lan ade abroad likely
to provide employment at home are unsound, They will produce intertional
finaneial ditffiulties when the time comes for repayment.
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It hs been frequently contended that BrettOn Woods is an absolnte
snie l of international cooperation as a supplement to the Sa

Fraisco Charter.
But the parallel between political and economi cooperation is

utterly fallacious. Measure of e cooperation should stand
on their own feet and be judged on thir own merits. It isnot true
that wars, or at any rate modern wars, have been brought about
by economic causes. Germany could have made i tnif as prosperyus
as any nation in the world wrthout 1. foot of additional torritory.
Japan could have obtained more pr ty by trading than it could
ever obtain by wear. It is true that hero and there economic sore
spots may exist creating dissatisfaction and disturba , but they are
not, ad never have been as numerous or as :ikely to create wo as
political sore spo.ts like Poland and the Balkari. hue rore thoy

n be dealt with by itollnt trad aangemn I direct o ,
Thre are o eonoine sore spots as bad as t In ad India, and yet

ither Chmi nor India have attoked their eighbors.e
Frt ermore, whatover our idealists mi the United Sates may

think, economic anangements are looked on by the other nations of
the world as strctly busines proitions. They are surprised andpleased at our willingnss to give tigs away but they gladly accept
every advantage and give us as little as pasible. A business deal to
be a good deal must benefit both parties, and, cone ptfor the immediato
postwar period, we see no reason why we should mako improvident
loans or scatter our assets recklessly throughout the world. We
should not entrust our money to a board controlled by our debtors
to be loaned or disposed of as they see fit, nor will this contributo to
the peae of the world. In fact, it teaches the world to expect from
us a largs which cannot and will not continue. W n t is di
continued, we become the orinl Uncle Shylock and the idinatin
of the other nations m suc h that they festem ves justifed in f ailing
to repay past loans,

It seems obvious that this is no time to deal permatly with any
world economic problem. We should face the prent emergency
situation and help solve it with as little cost as possible to the United
States. We should sit in on international economi ds and help
them study the problems and listen to their recommendations; but
we should cefta 3 not handout American money to boars on ihch
we have a minority vote and which are controlled by the very nations
that wish to obtain fiancial aid from us.

I$ POR]ETN INVIlTEWT A 'WISE pOenCy

The policy behind the International Bank assumes that forilending and investment is so cearly to be desired that the Oovw
ment should risk the tsaxpayer's money to promote it Bu even
apart from any Government ranty, thi su.sawption is p to
question, particularly if the ivoleis e

In the first $ae, it has certai in herent~ which are noseat
in domestic investment. The prtect is more dIsat ot
difficult to analyze. There is o legl way in which dhbt ha
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roected from a foreign country, particularly from the govrnunent
of that country itself. If payments are suspended, the ivestor s
~hclpless. Under the provisions of the fund itself, if the dollax is

refuse io llow tDlthr nationals to use dollam tosorwioe theirlo~n
The old method of collecting debts by moving in s and seizing
the customhoush bas gone out of style and wol be
forbidden by the San Franeisoq Charter. The Sn an citoo C rter
itself, noticbly fails to provide any mens by whih nteationa
obligations can be collected, The policy of this Govenent, in
Mexic and elsewhere, has not been such tdit any Aneriean investor
can hope that his claims abroad will even have v gorous moral
support from hbs Governnent,

It is said thalt foreign investment will make for peace. Histoy
shows'nothing Of the kind. Ord ril after an ivetmet is ob-
tained, the people of a country are likely to regard its owners as
absentee landlords only concerned with draining away the assets of
the country. Foreign investors are likely to be regarded as txploites
of natural resources and cheap labor. In the ost they ofe have
been such. Their activities are likely to buin up hostility to the
United States. This is even more true today with tharowth o0
Socialist and Communist Partis in many countries. itness the
agitation against American sugar invesm en even i Puerto Rico
and Cuba.

Our own experiesce in foreign investment has not been very
promising. According to the Deartment of Commerce, investments
of $13,400,000,000 have shirnik to t9,800,00000 by 1940, Omitting
Canada, which is so closely related to us as to be economically part
of the United Statds, the percentage of loss would be much higher.
The table on page 298 of the hearings shows that of $4,100,000,000
of public foreign dollar bonds, a billion and a half is in default. No
one has ever made a careful estimato of American losses on forign'
loans and investments. There is no doubt that a considerable pro-
portion has disappeared.

We are often told that England prospered on its foreign investments.
But our position is very different from that of England. England has
never been self-sufficient. It has had to import more than it coulda
export. It was highly desirable that it have an income from invest-
ments abroad which could pay for such imports, and such investments
were, therefore, a necessity, even if they involved capital tlosses. But
in the ease of England they did not involve losses. Most of the invest-
ments were made in British dominions and territorie under the pro-
tection of the British Army and Navy. Mny natural resourve were
taken over at pratically no cost and developed at a great profit. We
cannot in any way du pliete the British expeience under present world
conditions, and ould never have done so without establishing an
economic imperialism cxntrary to our whole phiosophy.

The general policy of lending hugo sums abroad in the twenties was
vigorously criticized by the very people who are now urging its esump-
tion, this time at Oovermnent expense. It is rather interesting that
Mr. Harry D. White, the most vigorous advocato of the bank, wrote
a book in 1032 with regard to the foreign investtnoats of Frne It

S. Rp/t. 45§2, 7-1. pt. 2--2
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is one of the authorities on that subject, Ater a ugh study
White condudes as follows

Th Frenh )eperewo in the mtter of capital pot lead to the eorthuwest
that th orho o at~titde toflvd uuhg t di pen t w t~
eme; tfhe ssumtian that capitld ejorts bnlat thM t
the world at not ussaabl E o of th adis tder wi
French fo teignentmnts wen made ?as £.hy TO~ t F nh iuveaor

sitntly uderes..ed the risk Wheresi te ty~of bren srieau that
oe aquired from I $80 to 1U13. Tus~ fh th of etit·rofel

Invatmea, wau equal to that on dom , the ea jdaa rs since eqal
returr Imply equal risk.

Mr. White quotes Mr. Keynes follows:
To lnd vast sums abroad for long prids of time without ay pasiblit of

le*a% redres if things go woug; is a mray oonatorf ; .e / tuy in remn fr a
trifing extra divided.

Mr. White again uotes Keynes, although he dona not &tirely
grel with him, as ows:
In the ease of foreign loan, r udiatim, or fhit le a noshfff to the lending

ountry, whereas, in the ease ocPmate ropudiat1ot the tam1le ratrumetts
of poduction do raeein In the lea'ndin otry. Th lo,. to the French peopl
when lea ralu an lrad W Ui wt Fe h eaptsl rpedin.t.lo debt he greader
than when a domesfic raio does eo In the latter ease, the ilmoad remda/
in Faune wherehs, in the fornmr s, it tem'ins in S1.

GOVZUISMENTP GUARANlTE OF FOREON UIVtETfMWT XS [OENIENIAS]

We do object strnuously, however, to the Oovernment going into
the business of guaranteeing private investnrts abroad The
Ooventmetl does not garantee general ines teola t home. The
FA-glamranteed mortgages are almost f e oni y ecetption
It is said that lite oppeoition has ari o i bnk and that

hevarious bankers' asciations have approved it Thr t two
.reasons for this: From a tehnical banking staddpa ont it is orgamzed
on a much sounder basis than the fund, and so their aitttion has
been centered on the defects of the fund. In the second place itis
almost a subsidy to the business of invetment bankers, and will
also undoubtedly increase the business to be done by thellg banks,
The bankers are slmhot at the mercy of the Treasury today It took
oourage to oppose any of the Treasurys plans. Ntur the
sought a comprom ise and centered their whole oppsi on e f
which offends edery principle of soud bankig

Consider for a moment how it will work out. If an E hmaan
wishes to start an automobile plant in Eglo dt he can sell d co
pany's sunities on the Amedcan market with the guaranty of tht
Internatonal lank, A man who wishes to build an automobi piant
in America cannot obtain any such guaranty. Anerin imnwars
are relieved from any risk in the developaent of foriga countries
and given more incentive to develop those countrie than to invst
in America.

Obviously, this is an inflation of credit by direct zovomment Md.
Behind it is the theory that more employment ctnoe Redaed by
spending government money, this ti reate foreign exports
istead of public works at home. Bt fo trade pr el
on credit is certaminly not a sound form eonom devepmen.
Particularly, if we st on thne rndo oposedwe will
build up an eport buses which cannot piy eat and

valm ~~ g~n gg~ - k ~~ 777773-
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which when suddenly checked my carry down our whole economy
with it.

horrowed do not ovea have to be p nt im the ute at arnd v1
arprohibitedfrom so mrequir'g. Anea pln a in India, or stance,
may bormro dolks, buy all its equipment in England, and thas, m
effect, help Fngland pay her blocked sterling balances. Most of the

raneed loans will undoubtedly be floatedl in the United Stats
K V~~oupocause our people live the savings to invest. The bank thu

becomesa devtk for dramining our savinga out of the United State.
for the benefit of the rest of tho world.

Unmloubtedly American loansin this emergency can do the rest
of the wold a fair amont of good and we should help in the present
crisis in a reoblo amount, nt we overeatimto the value of
American money and American aid to other nations. No people ean
make over another people. Every nation must solve its own prob-

Memis, id whatever we do can only be supplement to its own efotOr
and to help it over its most severet barie.. 3A nation that comes to

d aln gitft e and loans from others is too likey to postpone the ssen-
timt tugih mtlaures xenocefsmy for its own sslvtbo.n.

In short; the ph thios ophyehationdrs Bank M. not that
of a bank at all. It is an extensionto the intntionl field of the
theory of promoting prosprityi by the spendig of gorvelnmet
money, tn extension to the world of the theories so vigorously ad-
maced by Mr. Henry Wallace .t home.

TE INTEBNATIONAI, MONETARY PUND

According to the majority report, the fmundamen tal objectives of the
fund are to obtain (1) orderly Zxchange rats A (2)t elimination
or arbitrary exel1~ge resteiionas a, discrimintions, so that inter-
national trage may be unhampeed. Tese are worthy objects. InItthe opinion of the rinor ty, oweeofbnutdMr
Fund to which we are asked to

1. Will wholly f~il to aewomplish tbhde ojoivt under prasen
world eonditioxw,

2. Since it is not deigned to cure the real ?uses of unsoud cur-
rencie such as an unbal ed budgt, and adverse balance of ttad,
the temporary asistm given will actuallypostpone sound national
solutions of fundamental onomic flults.

3. The fund willt, theror, amount to nothg more th inter-
national loans of $2,750,000,00O for which we ll get nothing in
return and

4. TLhe fund s uch an unsound method of making loans that our
dollars will be dissit without effet.

The Intrnattonal tModewtary Fmd isA fund of $,$00,00,000 sub-
scribed for by tme United Nations, The quote of the United State
is $2 750 000,000, or 313 percent; the British quota is 11,300,000, 100k
'nd the Pr7ussia, St,200,00 . The quota genaral is tmepli

25 percent in gold, and 75 percent in the currancy of the subscriber'
nation. Nations with insufficient ld are o tlyrequird to Pa in. 10
percent of their net holdings ofg i dollas. 'n tl in the oa
funad will be four or five hundred million dollars sbo ot goal of
25 percet and the bulk of the fund will consist of irredeemable paper
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currencies of little value outeide the country of issue. We estimate
that tm ontribution of the Uned States, all equivalent to gold,will
bh than half the total assets of real value. Yet in spite of thil
the United States has only 1 director out of 12, and only about 305

percent of the voting opowr.The fund operates by pormittilg each membar to deposit its paper
curreny in the fund, and take out in exchange the currency of some
other country. This, in efect, as admitted by the Treasur, is. loan
to the nation which makes the deposit secured by thaton's papercurrency. Under present wored conditions, the mostough
currncy will be the $2,750000,000 depoitd by the United Sates
which would enable the hborrowing nation to buy goods in any part of
the world. For all practical prposes, the right of each nation to
withraw dlulars is only o lnib y the psoviion that no nation sll
draw down more than 25 pereent of its own quota in i ear, or more
than 100 percant of its quota etoetber. tIf l the naexhs acose to
draw dollars, the dollars in the o uo n c ould be edhaustod duig the
second year. The Board of Direators also can waive th e lmtation
on withdrawal, and we have no veto on that right of waiver.

Therere e rather elabora te provisions for requiring each member torepurehase its currncy, with an increasing interest charge. However,
tlhs interest charge is so slight that even if a nation has borrowed it
full quot and repaid nothing, atefter 7 years it still pays approxiimately
only 4 percent.

Before the fund can begin operating with any nation, it must fix
an exchange value for that nation's currency in termsn of gold or of the
tUnited States dollar, and thus it is .ontplated that de te rela-
tionship between all currencies will be proper fixed. The fund, how-
ever, recognizes the right of nations 4o deprclate their curny under
various Circxrstauecs which we shall later discuss, and which largelynullify the initial stabilination. We shall also discuss below the pro-
vision relating to scarce Calmnecywhich may prove a serious embtarrass-a
ment to the United States.

Allmexmbers undertake not to engage in any disc~torynr rreneC y
arangements or multiple currency practices, and agree not to impose
rstrictions on the makinm of payments and transfers for currtot inter-national tations s, his undertakbing is hwever, praeticallynullified for the transitional period by the pro ns of article XIV
which is discussed below.

Considerabl power is given to the board to acque inforationand regulate exchange or require members to regulate exchange. it
is expressly proVidel ttat funds shall not be uesd for facilitating capi-
tal transfers, The making of proper (listictions betwean transfers
for current purposes and for capital purposes, however, will probablyrequire every nation to impose a rather elaborate eontrol on all ex-
change transactions.

We do n1ot attempt a complete analysis of all the fund prosons
They are very complex, difficult to understand, and apparentlf hawreceived a different interpretation in England and in the tnited
States.

Till N1D WILL NOT ACCOMVPLSH Ir8 ISTATIhD PUaROIs

The majority report states that the first objective of the fund is toestablish orderly exchange rates in the world, and the second objective
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to eliminate arbitrary exchange restrictions and discrinstions. The
fund ran, of course, initially establish definite exchange rates for alla countries, That, however could be done by an agreement between
England and the United States, folowed by eemnts with other
countries such as England is a hread making. Ti diffioulty is that
the fund cannot malntain these excnrnge rates with the resources at
its cmmandt and its provisions permitting devaluation of currency
rezognaizes this fact,

The stability of currencies does not depand on international agree-
ments. It depends on two fundmna eblems. If a nation fails
to balance its bubget, its urreny will itme deprecat at home and
abroad. I nation has an adverse balne of trade and continues to

import more than it exports, its urency will deet on the
international exchnge f market. The fmnd mi t take car of a v
limited adverse balance of trade but it a is shoWn y t
fact that England, which expects to have an admvorse trade bance
the first year after the war of $3,000,000,000 could only draw
325,0,000 that er from the fund In shorto the fun a snd is not
intnded to deal with the extraordinary emergencies gro.wing out of the
war, and cannot do so. In fact, the money aailable milgt postpone
the time when the nation concerned must face its real issues; then
when the issues are faced, it will owe that much more money. In the
meantime, the assets of the fund are dissipated without securing any
substantial result.

If the fund is to be tried at all its whole operation should eertinly
be postponed until more normra conditions have been reached. In
the meantime, the various countries should be encouraged to solve
their own problems with direct loans from this country to assist the
in that effort. Under present conditions, the whole transaction is
merely a waste of money without obtaining even the limited objec-
tives of a real stabilization fund.

a Beause of present world conditions, the requirements for a stable
urrency are pratically nullified by seotion of article IV. Under
this provision, any moemaber may depreciate itb currency ,y 10 percent
without any right on the part of the fund to object. It may propose
any further devaluation and the fund is reqred to conur in the
change if it is satisfied that the chae is necessary to correct fund-
mental disequilibrium. However, the fund cannot inquie into the
causes of that fundamental disequilibrium if it is brought about by
the domestic, social, or political policies of the m ember propoaing the
hange. This means that a government may pu h pocy of
an unbalal budget, policy of raising its costs or ham n its
export inaustries, and may devalue its currency indentely if at
is the effect of its policies.

Since very few nations except the United States have dlibcratly
devalued their curre ies when they were not compelled to do so by
crcumstances armonting to a fundamentol disequilibrium, it can
fairly be said that the fund does nothing whatever to prevent any
devaluation likel to occur without the funcL In fact, by expressly
recogniaing devoauation as a proper method of correting a fundsa
mehtsl disequlbrium, it actually encourage that icy. In fact,
Lord Keynes in his speech to the House of Lords on Ma 23, 1944,
praises the fund as permitting the devaluation of strling abroad.
He said:
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We re deterafined that, I future tVe exterl vanue of Attaig sh r COIn, tO
its nfJ value - .et by aOur ow dow n levl, t oa the other way

rouwed * * Kleiit mented to prtenuit hioin w will nt l
icnept Itlot ao the diste 4 infirnes from ontdiley e * i . In omete ly

flr iditcat of ttereasury t p mariiple tbat the terl va w s o .ure
ourdrly ,oild eefor to or xaoihed due 1of eoternal anw it paiwdi tht
it externa value sould be a to eo to w ve
imunne from critleism by the fund. Tded s the duty of the t

nveoehg6s wluch will have this effet.
In he i ght of these remarks of Lord Keynes it is completely

ridiculous for the Treasury to maitn that the fund will socure
orderly exchange rates or a high degre of order and stabiliy in the
international exnchans,

THE tI NArfT1OKAT~ FUflD WIL L N END nRaTitIvE AND

There is no doubt that discriminatory er prae and restrie-
tions on exans mtorfere with the freedom of international trade,

It is vey much to our interest that they be rmovedlhut that removal
umy have no effect on inteaonaoal trade if direct tndo restrictione
remain. We must iecognize that the gomenl ptuoe of such restric-
tivn currency practies cant be acomplished in many other ways.
For instance, there may be a diret limitation on imports or a refusal
to issue import licensess Suh limitations may be continued in spite
of the fund beause the fund ony doeas with etrfr{On qestions. Also
the fund can in no way atteot the diction whch a totalit

Ha go ient dos all the epxt and in ring itef, it may doS
withr any nation on any t s Idn short, the elmation of deal
natory currency praices by itself will n4t remove trade restrictions
ordiscrimnatons. Wes ould notpay outot moneyto get a quarter I

As a matter of fact, even currany practices are not affected by
the fund at the pres tiune. Iu atle XIV, section 2, members are
authorized to malntin re ns on mnt and trlansfe for
current inontion al taactions during the transitional period.
They are even authorized to adapt niating rstrictionw to changing
cilrumitances. In the case of moBen whose tories have bom
occupied by the enemy--and thi includes praticaily all Europs
countries--they are authorieed to inoduce restrictions which hae
not previously existed. This ontinuation of rtidns is permitted
for 3 y$s after the date on which the fund bins operation without
even areport to the fund. At the end of 5 yeats, the member is
reckuired t onsltt the fund, but the fund is not required to take
actron and is required to gin the member the et of any reason*
able doubt, Witninees before the wmxnittoe eqpr the op
that in 5 years those restriction would become so frozen under the
authority of the fund that tey ight e be removed.

The difficulty is that the n is att tO do some w
cannot possibly be done during the transi perio& If it js sOu
at all, it can only operate in world a lread stabi by fld
mental u lasures.
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The tsituationisde sforth by 1d K e in hi1 spech
to h Hou of Lordst:

Wha tim, th ahjor s t tt I ltefrom th , tor adv-
tato of nte country? Regirtv to Weny tridet dd dr
rtwai rt/nhuton. period of ot"',tn duotoflon, w aer refined y sy
tion enridw r tfrietioand newlM w .rl nntrmer with the target and
other width nrt helpful to on, atont beint of to the throw adrng Coatnry
toansy geo",l enggesmelnats Pardubieh W- fv elooterd

M a matter of fat, the Briis Goarnmenit is not oni aWprosp- to
maaintn a trade rint riotions ter in frce in t, st . ,u

a, andhatin toa etredethe i. grva ing a, condition in which.
a c t e Is o iv r n to B ritis h tr a d e. A t p a g e of th e h e a r-

ings is sot out a t 51iezd mon~az ar'etment bet;we (ea Lte Britain

wd] Sweden, the e .et of which ' s ''to make Swed import British
itti rn~r for any exports which Swedea way make to Gret
Brilai~, Agreements are being made with mny o~ther countries.

aro~ asi ~ been tolighd ilt1] s only gobng to buy absolute

The British Government owez some $16~OO,00,00Q00Qto its Domin-
iom td other .oduants, erec in t b strling balmen

At the npaent ime, thi M for puo
Engleauand oonnot he dol . In fact, ta Am.i-

s are unable to sell go ds India r E fr p
testimony shows that an mAra p p aufc nr ho has
eold for many years in Thdia is nal.hl to obtnm ar imrrt Utonce.
Although we e be dg l fly i Inda the g-
lish hav eoUected all hee dolr d gv the Ilians bloked
sterling in exchange. Now Lm li refused, primarily
because the Bt Oovr t will not let the india Eitlzns use
their United States dollars,

The testimony of Mr. Haold J, Roig, vice president of W. R,
rae & Co., is very enlightening on the subjctof blockedl sterling.

He testified that the Ygyptian National Airne desired to purchse
an American Douglas aircraft, but was advid that their blocked
sterling babmden conld not be used for this urpose, but that they
must buy their airplane in Great Brita.in C South African OovG
ermoat, m ualthough interete in Aneoisnplan, htold the Amuri-

e representative that it ads are .tifethat Chuile,
Peru. and Bolivia, whi bh h aways pmha most of their import.
from the United Slates, now id tit their blooked strlig ca ony
be spent in the s hterlng arei.

In shrt, tthfund in no way reioef the mon t uport h
rostritions and trade ratricuon is whi rthave tof

adyet we surrender $Z5h0,0O0,0O0 a nd.pei ,.nAgland to darw
about S$ 2 000 000 a year of this deposi grll Do i g i return, ,,

Of coursi it is equslly elear that the fund. 1phes nothing w
regard to Russia. R sidoes not deal in xchange ~_aas te

ov r m t doea .fl t uyi it
draw $3OO,0OOOD a year, and we get.noth'?g #ven th wayf
promise to treat us on an equal bai with other counteia

go-KIII. - I ··B · : 7777777771:
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AR'rCi VUI WILL BEZOUOSLY ROEARASS THZ U~I ID OTATF

Under article Vii,if the fund finds that a genral s city of
partkular currency has developed, it may investigate the situation,
and if the condition does not improve it may fomally declare such
cur e scarren. Thereupon, any member may impose any kind of
limitations on the freedom of operations in the sca currency.

There is no doubt that this provision is aimed at the United States
because only the dollar is likel to become searce. The article seems
to proceed on the assumption t the nation Whose currency becomes
scrce is noeerly to blame and must be indicted by the world and
penalied by specially authorized restrictions against its currency.

he dollar may have beome scarce beus e other tions have lived
beyond their means. It may have become are beuseo of condi-
tions beyond the control of anyone.

The theory of the article is gaphicelly set forth by Lord Keynes
in his House of Lards speech. Lord Keyne said:

There a another advantage to which I would dtaw you Lordhips' apeeial
attention. A pmper sham of rsponibility for maintaining equilibriun in tha
balance of international payments is quarely pised on ie ditor countril.
This Is one of the mnajor 'proovement in the new plan. The Amerian, who
are the most likely to be etlotha by thi, have, of their own free will and honest

puron, offered us a fat-reaig fofona of protection agaIt a rerrenae of
the main cause of deflation during the ineir-wr years, namely, the draining of
reserves out of the rest of the world to payI a eeltry whic was obstinately
borrowing and exporting on a scale tneealy greater than It wan lending and
importing. Under clauts VI of the plan a ountry eng edo itl, i seffect, to
preernt ucuh a situation fron ariing again by prosingu, oeld it ail, to reao
other countrrie from ,ny obligaion t tk its epors, or, it take, to pay for
tBen. I cannot imane thait this santioan would ever be allowed to come Into
effect. if b no other means, than by ledi, the Caoitor ounry will always
have to fin a wa y to square the areonnt on imperative groud its own
self-intorest

In other words, we have humbly agreed that we were to blame for
everything that happened during the twenties and thirties. We
admit that we should have removed our tariffs and loaned money on a
vastly greater scale. This is a wholly distorted view of the eonomic W
history of the twenties and even the thirties.

The effect of aArticle VII will undoubtedly be to put this country
in position where it must either break the heart of the world and
with drawv from the fund, or loan mauy more billions to foreign couon-
trios. This 827§O0,000,000 is only a beginning as far as the fund is
eoncerned. If we waited until neral conditions in the world were
more stable, it might be that doarsa would not become scrce, but if
we start this fund tlay, and do not go on lending on a grand scale
there can be no doubt that we will sorronnd ourselves bitterly indited
because we will not lend our mn to the et of th world in sufficint
,mounts to suit their wishes. Of course the suggestion is that it'will
be used to force us to abolish our tariffs already reducible to 25 percent
of thile statutory rates. Even if we "aoptod free trade, however, it is
unlikely that our imports would be increased so tremendously as to
meet the shortage of dollars during the transition period. In effect
our only remedy would be more leading abroad.
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RE MAN WHIEN IN OPflATION MEANS AN XNTEhRNATIONAL CONTROL OF

We have pointed out that durng the transition period, practically
no effective restraints are imp on any other important nation.
They are, however, imposed on the United States which has not
heretofore engaged in restrictive and dihcrmna eurrency pras-
tices, and has not been invaded by the enemy. Forturatdy, we do
not wish to impose such restrictions, and we do not wish to devalue our
currency, but it should be pointed out that to a considerable extet
we are under the regulation of a international board in which we have
only a minority voice. If the fund is ever successful in its aims, the
whole world will be subject to this control.

Mr. Keynes is quite right in asserthig that the plan is the opposite
of the gold standard. In effect, it po a managed world curroney
plan, or at least a large number of managed natioa currncw plans
oosely tied together by the Thtena.Uont Board. We questaon

whether the attempt of an International Board to manage currencies
can ever be succassful, and so we doubt the wisdom of the plan, crove
if it should ever become effective, It is worth while, however, to
point out the respects in which the United States surrenders its
freedom of action and is fo d into policies whih Cgress may or
MIy not approve.

Under article IV, section 2, after we have fixed the gold value of the
dollar we strender our right to buy or sell gold exeept at this fixed
price. This is subject to our right to change the dollar's value by
10 p.eent, and further, if necessary, to correct a fundamental dis-
qauilibium.

Under article IV, section 4 (b), we obligate ourselves to make ilegal
all exchange tlantions except at the rateas fxed by the fund. We
can escape this for the preaent by buying and selling gold freely.
If we decide to c that gold polic, however, we must rgul1te
tiery tt .,nttkii in exchm, e thrughout tde United States. In
other words, we muMt maintmn an OPA to enforce ptce control over

Under artil VI, we are encouraged, and unle some ctumsanes

rquird, to impose a control over capital transfers of fns between
nations. If we had to impose such ontls,~ tis difficult to see how
we could do so without a complete rgimentation over exchange
transactions. As Lord Keynes says:

Not merely -s a letute of the tnstionr but &sta , t rsaon t,
the pln a,,,rd, to every nvesset ls v et the idt rolt Wt woistal SU
oepitl movemeut hat ased to he a here i now eo.d 4 ort hodox.
In my own Judgment countlree which a&lM ,.etves of this sight V htd it
neenssao to swrti all tLnsaotin so as t prevlt evo cplt
regulations. 'rovded, that the innooet, ourent trnatiS an lh o'u81
there is nothing in the pin to plrvent tie. In fact, it is .4n 4 d.

Under article VII, we submit to a suspension of paymnts in doullars
which aotually reieve foreigner of their oblsaton to pay their
debts in the United States while the declaration Is min effet.

Under article VIII, olt 2, we ag not to impos ay ndttions
ourselves on the m of ayments and transfer for current inter
national trajisotions. We do not xet to impose any such restrie-
tions but it is imposiblo to foresee all the irut es hi might
arsun
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Under article VIII, section 3, we agree not to engage in any dis-
erliinatory currency arrangements or multiple currency practioes.

Under article XI, section 1 we agree not to engage in any trans-s
actions with a nonnember of te fund which wouldbe contrary to the-
agreement. This is an obligtion in vry general trms and might l
easily be seriously embarrassing to us in the future.

The not result of all the foregoing provisions is a considerable limi-
tation on the onstitutio power of Congress "to coin mney, ru-
late the value thereofand of foreign coin Frthermore, it mposes
on us the obligation to regulate change to a degree far beyond any-
thing which as heretofore e considered aeessry in peace time.
It embarks us on a policy of managed world currency. It ties us to
that policy unless we choose to withdraw from the fund.

THE FrUD Is ONLY ANOTlHER DEVICE TO LOAN OUR MONEY ABROAD

The fact that the fund contains so many exceptions makes it wholly
ineffective as a mcurncy stabilizer duringthe transition period. But,
although it accomplishes nothing, it takes $2,750000000 of our money
and loans it at onee throughout the world, baring the transition
period, and even thereafter, the fund apparently is not confined toits main purpose of short-term loans for currency stabilization.
Strenuous efforts were made in the House committee and in the Senate
committee to confine the tern of lendingto 18months. The Treasury
refused to budge. The amendment contained in section 14 of the
bill implies that we believe the resources of the fund may be used for
temporary assistance to members in connection with "cyclicaPl
fluctuations in its balance of payments. Mr. White testified tat the
word "cyclical" might mean a period as long as 0 years. Clearly,
therefore, it is contemplated that the fund will be used for purposes
far removed from temporary currency maladjmstmente.

The provisions regarding Russia show also that the fund's resources
may be used for other than currency stabilization purposeC. Russia I
has little foreign trade, and exchange means nothing with regard to W
Russian currency because the Government handles all export and
imrpot business. But Russia, under the fund, may draw down
$800,0O0,000 a year for four successive years if any dollars are left.
Mr. Brown, one of the delegate, wrote an article indicating that
Russia could use this for the reconstruction of its war industries and
this vier was confirmed by Mr. White's testimon}y: Either there
was some speeial agreement with Russia, or it is recognized that the
resources of the fund may be available much as any general loan is
available. This means that certainly during and even after the tran-.
sition period, the fund may be used as a device for general lending.
It means furtermo that its usefulness for currency-stabilization
purposes will be dissipated and destroyed.

As a matter of fact, it i very diffeult in the cose of any country to
separ.~to !ts assets mxd itc liabilit/es lute logtrm! axul short-nteclasifications. It is difficult to separate its capital obligations and
its current obligations. Egland, for instance, might undertak to
pay some part of its blocked s trling balances, a perfectly proper
procedure. By doing so, however, it might so embaartss it currentpositian as to justify loans from the fund. Thus in effect, the fund's
resources would be used to pay the Mocked sterling balances in viola-
tdon of the expre~s tenus of the fund.
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TH FUND IS A WASTPFUL FOR OF tLNiNOS Not only is the fund just anothr form of lending agn during the
transition period, but it is a very wasteful and inefficient kind ot
S loanng agency.k

As a practical matter, every member of the fund is entitled as a
matter of right to draw down one-fourth of its quota each year. The
Governmea's witnesse contend that there are safeguards against
improvident lendi, ebut a careful study of artiole V does not suport
this contention. Te only condition, except the pcreenuge limitation,
is that the member desiring to purhas currIency must represelt that
this eurrens r is presently needed for mking payments which are
consistent wtth te provisions of the greement. The fund board is
also authorized to limit the uase of its resources by any member if it
is of the opinion that such member is using those resources in a manner
c ontrary to the purposes of the fund.

But the purposes of the fund, as stated in article I, are so broad
that almost any need may be brought within them. One of these
purposes for instance is-
to facilitate the ez pna.ion and the balnoced grxth of international trade, kud
to contribute thereby to the promotion and mairtenante o bihg levela of employ-
mint and real income and to the dovelopment of tbh productive resources of all

We believe that all the nations of the world ,mderstood clearly that
the drawing down of their quota over a period of 4 years was a vested
right.

Even if the board could refuse the requ est of any member, it would
not be likely to do so. The board will he controed by the members
who wish to obtain assistance from the fund. It is Imnevitable that
such a board, represenuiting countries which desire to use the fund
will treat leniently the request of all other members who desire to
use it.

The net result is that the lending to be done by the fund is indis-
criminate. The fund's resources are distributed to all nations
whether they need it or not. Its assets ill be dissipated without
solving a single one of the problems which face these nations in the
transition period. It seems obvious to us that the proper way to
solve the problems of foreign nations and restore the world to a
stable condition is to deal directly with each of the principal nations.

The problem of England is the most important. A Sound settle-
ment of the relation between the dollar and the pound with the
remnoval of trade restrictions and exchange restrictres throughout
the British Empire would largely solve the problems of international
trade.

The net result of the present bill is to waste our money and accom-
plish nothing. When the world is stabilized, general stabilization
fund may be desirable. It could probably be much smaller than the
one now proposed and it Should, of course, be confined definitely to
stabilization operations. We question whether the Government
should ever guarantee international investment.

If the Senate is determined to proceed we believe that several
amendments to the fund should be conmdred. It has been u d
that the Senate must not change one word in the agreements. With
this we wholly disagree. The fund and the bank are so largely for
the benefit of countries other than the United States that we feel,
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tonfident they will gree to any amendment which the Congress
approves unless it in some way imposes n obligtin on other coUn-
trIes. We, therefore prlopose th oHo n m dmnts:

1. On page 2, at tie end of line , add te following:
Proeded, honorer, T " apdpteasall benomeffect/ve only hen the
~vemrnoto of th eourtries hwdaw 66 poco of/te ,ut~s forth In ~bedule
aho" =1and stab be amended

to 6~in artici I as bfloqv"SW. fi No memaber tho be enidd to buyz th ourney of aaother member
frM the tad in exbati for It. owen outear Un ithsbl he removed A1
restrtictons blevnsistent with art/ole VIII, sections 2 3 and 4V'

The putpolse of the foregoing amendment is to insurre that funds are
not advanced to any member unless such advanee will result in the
removal of exchange restrictions which is said to be the purpose of the

nod. It seems ridiculous to have our money paid out and not get the
return which it is supposed to secure.

2.,On page 2, at the end of line 6, add the following:
Pr~Oi , hoeer, That ti, accptanc shall browe ffedtv only when the
governmets of the otmntres having 65 perent of tbquot set forth hi sechedule
(a shall have areed that the articles of asement to the fund shall be amended
by atriking out article VII.

The purpose of this amendment is to remove the ability o the
fund to line up against the United States and indict us for conditions
which we have done nothing to bring about and force us to make
additional loans.

3. On page 2, at the end of line 6, add the following:
Provded, hJotnw, That this aceptan alU otou effeeove only when theverntent of the coUtries havi A p t f the quota set forth in schedule
a )hall have how eed that the Ar`iVso m t to the Fwe d Aesfo be ammded

by strildng out Stio, 5 of Artic VII and ine'the follonwowg
"Sc. 5, The orovi.ins of this arithe shal nuot i voked to eCuse falilua

to nply with way treaty, reeipralde nt or Pbi or rivt debt
apgeent or other ocntrurt now or hereafteraIn erteet)

It bas been pointed out that under seetion 5, as it appears in the
ai.aeemnt, if the dollar is declared scarce, other nations may be
rl eved of their obligations uder reciprocal trade treaties, and their
nationals may even be olieyed from the payment of private debts.

4. On page 2, at the end of line 6, add the following.
Prnided, houtr, That this acceptanc shall become effetive oly when the

overnnmnte of the countries having 65 praent of the r set forshin schedule
a) shel have agreed ht the artie of agreemant to e fund h be ameouded

and that a new wetoa bie dded to re reading aa foalws:"The provlsions of this article shl he suhect to the principle that the fead
shall use its reoures onna y for nernetn moneery stobilatlion operations and to
aford temporary asa ne, to meabes in con orn with santal td emr.
super fluctutlon, in balano, of jaymenwt oa Any member for current tranwtkns,
add that the fnd h not use its resource to provide faiiti for rel, rcon-
stucton, deveoprent or , t, or to meet a large sustined oultow of
eapi an the od ar mer; and that before a member mInuuesa
eurmacy fe, di comply with the eonditiot, (which a not be
.nboeet to wziver) that it must show t the stjdamton of the fund tha the

mber ha a resonable pospect of, ad agret to make, tphytent, i faiwithin a ptiod of eighteen monthy

I
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The purose of this amendment is to insure that the fund be usedSonl for short-term stabilization loans, and that these need not be
made unless there is a reasonable chance of repayment within 18
months. If the fund isreally stabilizationfund and notjust another
! means of lending money abr6ad, there should be no objection to this
saendment.

Our own view, however, is that the consideration of both the hank
and the fund should be postponod until a general international oco-
nomic conference is held,in w hich the whole economic condition of the
world can be considered, and priecl stp proposed to achieve free-
dom of international trado. If such a conference is held we doubt
whether either the International Bank or the International Fund wilt
find a place in any permanent practical solution;

RoBRT A. TAnT,
E. D. Mirlwxc,
HUGH BUMETL,
JbuN Tnouas of Idaho.

C
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PARTICIPATION OF THE UN!TED STATE TIN THE INTERNATIONAL
MONETARY FUND AND THE INTERNATIONAL BANK FOR RF-
CONSTRUCTION AND DEVELOPMENT

JusL 6, 1945.,-Orded to be printed

Mr. WaoNUR (for himself and Mr. ToWY), from the Committee on
Banking and Currency, submitted the following

REPORT
r[To acciopea H. L 38141

The Committee on Bankng and Currency, to which was referred the
bill (H. R. 3314) to provide for the participation of the United States
in the International Monetary Fun and the International Bank for
Reconstruction and Development, having considered the same, re-
gorts favorably thereon with amendments and recommends that the

l as amended do pass.

S t~ ~ ~I. INTRODVCToaY STATIMIiNT

This bill, which is explained in detail in part IV of this report, au-
thorizes the President to accept mombership on behalf of the United
States in the International Monetary Fund and the International
Bank for Reconstruction and Development, contains the provisions
of law necessary to make such membership effective, and establishes
certain principles to Guide this country's participation in the mnnage-
mont of the affairs of these institutions.

The Bretton Woods gram for the establishment of the Inter-
national Monetary Fund and the International Bank for Reconstruc-
tion and Development is the United Nations program to secure order
and stability in international exchange relationships and to promote
sound eplanslon of international trade and investment. Alorng ith
the international Security Organization proposed by the San Fran-
cisco Conference, the Bretton Woods program is part of the United
Nations structure for the maintonance of a prosperous and peaceful
world.

1
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INTERNATIONAL MONETARY PROBLDEMS

The First World War left in its wake serious international monetarya
disorders and chaotic conditions in the exchange markets of the world.7
In no srmall part, the political and economic difficulties preceding this
war were due to the failure of countries to cooperate in finding a solu-
tion to these problems.

The present war has caused even greater destruction over a much
wider area. The world economy and international monetary and
financial relations have been completely disrupted during 6 years.of
total war. It is of the utmost importance to the United States, as
to the rest of the world, to see that these problems are dealt with
promptly. Our well-being, and the conomic and political stability
of many countries, depends up e' restoration and expansion of
world trade. As ma essential part of the postwar program, it is nece-
sary to provide orderly currency relations between countries and to ·
reconstruct the economies of devastated areas so that they can once
more produce and trade.

STATE CONTROL OF INTERNATIONAL TRADE

Unless effective international action is taken, the United States may
find itself the only important country in the world which is prepared
to return to a system of private international dealings after the war.
If orderly exchange arrangements are not established and extreme ex-
change restrictions are not relaxed foreign trade in most countries will
be conducted not on the basis of free choice for the individual trader
but by means of bilateral clearing agreements, rigid exchange con-
trols, and governmental management of international transactions.

The gradual elimination of discriminatory currency devices and
competitive currency depreciation are essential to American interests
for three important reasons: First, American foreign traders wouldt
find it increasingly difficult to compete in a world m which interna-
tional dealings in other countries are under complete goverrnental
control. Second, exchange restrictions and the use of unfair monetary
practices inevitably mean a low volume of world trade and, in par-
ticular, a low volume of American exports. Finally, exchange in-
stability and arbitrary exchange regulations increase the risks and
uncertainties of foreign trade and discourage foreign investment.

BRETTON WOODS AiND UNITED STATES POLICY

The fimdamental objectives of our international monetary policy
are to secure a high degree of order and stability in the international
exchanges and to free international business transactions from the
burden of restrictive and discriminato currency practices. The
first objective, orderly exchange rates, is one of the essential con-
ditions for a high level of world trade, and hence, a high level of
American trade. The second objective, the elimination of arbitrary
exchange restrictions and discriminations, is essential to our own
foreign traders and investors who operate under a system of free
enterprise. Unless foreign traders in other countries can buy and
sell in this country, our own traders will inevitably be at a disad-
vantage.
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The Bretton Woodts program represents an extension and develop-Sment of the international monetary policies which the United States
has actively promoted for more than 10 years. The United States
has entered into a number of bilateral agreements with other countries
for the purpose of helping them stsbilize their currencies. Financial
assistance is provided through the operations of our exchange stabili-
zation fund in purchasing other countries' currencies with dollars in
limited amounts for the purpose of stabilizing their exchange rates.
In addition, these bilateral agreements provide for consultation with
the United States on exchange practices and other common monetary
and financial problems. In 1936 this country concluded an agree-
ment with Great Britain and France, known as theTr ipartite Dec ra-
tion, which was later broadened to include Belgium, the Netherlands,
and Switzerland. This declaration called for cooperation in pro-
moting orderly exchange arrangements including consultation on
exchange policy.

Although these agreernceus were helpful in maintaining a degree of
order andstability m our international monetary relations with some
countries, they could not deal with the steady deterioration in the
exchange situation resulting fromthe aggressive policies of some aortn-
tries, For this purpose, a mulilaterad agreement is essential. Ex-
change rates and exclange practices by their very nature are matters
thich require cooperation and collaboration among many countries.
If our international monetary policies are to be successful, we must
create a means for international cooperation and mutual assistance as
provided for in the Bretton Woods agreements.

INTERNATIONAL TRIBDE POICY

The elimination of unfair currency practices is of the greatest in-
portanea to this cottry. We made no use of these ievices in the
1930's and we have no wish to use them after the war. Our foreign
trade was more seriously affected tihan that of any other country by
the growth of currency restrictions and disriminations; and there can
be no doalbt that an intensification of these practices after the war
will have nlfortunate consequences on our domestic economy.

The United States has a large stake in international trade and in-
vestment. Before thewar, in 1038, our exports and imports accounted
for nearly 12 percent of total world traile (exports plus imports)
amounting to $46,000,000,000. In the decade after the war, with
fair exchange practices to encourage international trade and invest-
ment, our exports and imports may account for an evel larger per-
centage of total world trade which may average $80,000,000,000 to
$90,000,000,000 a year. If we are to realize the great advantages of
international trade and inv-estment on such a scale, we must take the
lead in seouring agreement on exchange practices that will make
possible anI rxpansion of multilateral trade and a resumption of
private international inrvestment.

The expansion of world trade is closely related to our domestic
objective of providing employment for our workers and markets for
our farmers. During the 1920's, one-tenth of our agricultural and
industrial output was sold abroad. For some of our most important
agricultural and industrial prodts, foreig markets absorbed more
than 20 percent of the total output. Although our exports are a
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relatively small part of our total production they are nevertheless
vital to our prosperity. According to the Secretary of Commerce, a
our exports after the war may account for sales valued at $10,000,-
000,000 annually. Exports of this magnitude would mean the em-S
ployment of nearly 5,000,000 people in producing for export as com-
pared with fewer than 2a million before the war.

Exports from this country on such a scale are neither possible nor
desirable unless we are prepared to import and to ivest abroad on a
corresponding scale. That is the only way other countries can seinre
sufficient dollar exchange to py or our exports without seriouslydepleting their monetary reserves. As a matter of fact, with a hg
level of employment we shall need large imports of raw materials forour own productionl and we shall want many imported commodities
(and services, iluding foren travel) which our people use in largj
amounat when this country is prosperous. Foreign investment will
also facilitate the maintenance of a high level of business activity in
this country. But such investment should be relatel to the ability
of borrowin countries to develop suffiient foreign exchange receiptto meet theaw obligations. In a real sense, therefore, our mports are
a basic factor m determining our exports and our foreign investments.

International trade problems cannot be dealt with exclusively
through monetary and financial arrangements. One of the conse-quenoos of the break-down of orderly international monetary relations
in the 1930's was a general increase in trade barriers. A number ofcountries, including the United States, increasod duties on imported
goods. Coming at a time of depression and growing currency di-
order, this increase in tariffs inevitablyled to the imposition of higher
duties and to retaliatory measures by other countries. In many
respects import quotas and other istrative devices for control-
ling- trporbs were even more restrictive of trade than tariffs.FThe commitret believes that international monetary cooperation
should be followed by common international action for a general
reduction of barriers to world trade. An extension of our trade-
agreements program under the Reciprocal Trade Agreements Act will

an u rbant step toward ge aif r eductions. Other coun-
ries should be enco urygd }o adopt sanilar measures. Because of the

importance of administrative devices for restricting trade, the com-
mittee is of the opinion that iternational cooperation is necessary
to reduce and gradually eliminate these types of trade restriction.

Approval of the Bfretton Woods program is essential to further
progress on commeri al policy. An agreement on tariff reductionscnnot be effective if they are offset by exohasgo depreciation nor
can an agreement on import quotas be mpeainfu if they are replaced
by exchange controls. When orderly exchange arrangement have
been made; prompt consideration should be given to other aspects of
trade policy.

IITEZRNATIOInA L VIhvxsMEN

Sound international investment is an essential part of a healthy
world economy, In many instances during the 1920's, excessive for-
egn loans were made for unprodactivo purposes without reference to
the ability of the borrowing country to service them. As a conse-quence, there were numeous defaslts. Becatue of losses in themtesrwar period, the American investor is likely to be shy of all foreign
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investments both good and bad. It would be unfortunate if this
I rtesUe should deprive this country and other countries of the real

oeefits of sound international investment for productive purposes.
I hbviously, international investment involves greater risks than do-

mestie investment. The solution, however, is not to abandon inter-
national investment but to take stlps to minimirze and share the
risks.

A revival of international investment is especially important after
the war in order to provide capital for the reconstruction of the war-
torn areas of Europe and Asia. This is not simply a humanitarian
measure; it is closely related to our own prosperity. Unless thse
countries can rebuild their harbors, factories, and conmuntieations
systems, they are not going to be able to produce, and poverty-striclken
countries do not make good customers for our products. There are
also many regions of the world rich in natural resources which are in
need of oapital for thbeir development. At ic needs many of the
products of these countries and wants to share in the markets wch
would be opened up by an increase in their productiity and living
stanrds.

If the United States is to have a large volume of exports after the
war, it will be necessay to'revive the flow of international invest-
ment. Foreign loans will affect American exports by providing dollar
exchange for the purchase of American goods. In particular foreign
loans for productive projects will increase the demand for steel
products, machinery and other goods of a capital nature, the domestic
demand for which will decline with end of the war. Foreign loans will
also expand the markets for American products permanently by
increasing the productivity and hence the buying power of other
countries. Countries with igh living standards are the best eus-
tomers for American products. The population of Canada is only
,bout one-eighth at of South America. Yet in 1938 our exports to
Canada were $465,000,000 while to all of South Aerica our exports
wrem only $300,000,000.

It is most desirable for us as a nation to mountra sound and pro-
ductive investment in other comtriea. To facilitate payment of
interest and principal, we should encourage loans which increase the
productivity of the borrowing eountry and its capacity to meet its
oblgations to foreign investors. To secure the great advantages of
international investment, we should encourage private investors to
provide the capital for productive projects by protecting them against
the risks and abuses that have in the past been the cause of losses.

The fird will help expand Americai investment abroad by reducing
the risks of exchange fluctuations and restrictions on the transfer of
earigs from such investments. The bank will provide a direct
stimulus to foreign investment by making and guarnteeng intesra-
tional loans for productive purposes.

BRErWON WOODS AIND WORLD PEACEi

The Bretton Woods agreements are essential parts of tL intern-
tional structure which the United Nations are building to help main-
tainworld peace. Spedlic provision has beenmade at the San Fran-
isoo Conference for an Economic and Social Council through wbioh

countrie cn cooperate in establishing a sound economic foundation
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for peace. The fund and bank are important to the realization of thepurposes of the Economic and Social Council. Many internatiomnaleconomic problems will depend for their solution upon the work ofthe fund and bank in promoting a balanced growth of international
trade anti a free flow of international investment. In a sense, the
Bretton Words proposals are fundamental to thle United Nationsprogram for international economic cooperation.

By providing for the elimination of unfair and discriminatory cur-
rency practiesL the fund will remove an important source of discord
amog nations. Healthy competition is a vital part of commnunerce;
but if we permit this competition to degenerate into economic war-
fare we shall re-reate the economic nationalism which contributed to
the present war. A repetition of this kind of warfare will inevitablyundermine a world-securit organization, No world-peace organiza-
ton can succeed inless there is ecnomnuic cooperatio n among nations.
Political harmony and good faith eannt be built upon a base of eco-
nornic distrust.

Economic reconstruction of the war-deyastated areas of Europe aidAsia is essential to a reestablishment of political stability and security.If the countries of the world are not able to get back into productionand to provide employment and income for their people, they may fallprey to the charlatan who offers military conquest as the means to
prospenity. If this should happen again, all our efforts to rebuild adecent ald peaceful world will be doomed to failure.The Bretton Woods program will help to presrve peace by makingpossible an expansion of iternational trade. Foreign trade is im-
portant even to the economy of a relatively self-sufficient country like
the United States; but the economies of many countries could notfunction at all without intemational trade. Unless the world has a
high level of trade after the war, many countries will fnd their in-
dustry and agriculture depressed. And world political stability
without reasonable prosperity is difficult to attain.

BREflON WOOD S PROPOSALS BASED ON EXPEIRIENCE

The Bretton Woods agremeinete are based on the monetary tadfinancial experience of the 1920's nld the 1030's. The period between
the two great wars was claracterized by general instability in exchangerates and widespread use of exchange restrictions and discriminatory
¢cureny dervices of various kinds.

irutmmediately following the last war unstable currencies were the

When he geat dpres

With a good dl of dilficult nearly every country graduallyreturned to the gold standard tnfortately countries regardedthe coice of currency parities as their own excluive husiness. Therwere no satisfactory means for cooperation and mutual assistance instabilizing currencies. As a consequence tih relative vallle of cur-
renews were not properly adjusted, al in the first great crisis tie
structuare blilt with so much sandce quickly fell apart.W hen the great depression began in 1929, five o untries inudingsome of the principal raw material producing countries abandonedthe gold standard. Conditions rapidly deterioratln i, 23countries, including nearly all of the British Empire, left the gold
standard, either depreciaitig their Currencies or adopti rig ridexchanlge restrictions, These developments inevitably put pressure

6
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on other countries, until ultimately every country in the world was
compelled to give up the previous gold parity of its currency. In the
meantime, international trade and investment fell sharply, and fur-
ther contraction was made inevitable by competitive exhange depre-
ciation and numerous restrictions and discriminations imposed on
the exchanges.

POSTWAR PATTERN OF EXC*&NGS RATES

It is generally recognized thet the serious economic dislocations of
the war have rendered inappropriate the prewar pattern of rates.
Their realinement, therefore, will be among ~th most urgent problems
that will have to be dealt with at the close of the war. If left to them-
selves, some countries would seek to establish.a relatively low par
value for their currency while others would attempt to maintain an
overnvlued. rate. This is exactly what happened after the last war,
with unfortunate cons.quenes.

To avoid repeating the mistakes of the past, we must reognize that
exchnge rates are an international problem and we must rovide a
means for determining exchange rates through international coopera-
tion and consultation rather than by unilateral actiofi. Only in this
way will we able to establish exhange rates in conformity with the
economic realities of the postwar period. If this is not done from the
outset, the achievement of international eonomic stability will be
under an insurmountable handicap. The problem is urgent and must
be dealt with immediately, The fund will facilitate the establient
of orderly exchanges by requiring initial exchange rates to be deter-
mined in consultation with the fund.

After initial exchange rates are established, steps must be taken to
provide an orderly means of adjusting an untenable exchange rate if
this becomes necessary. Otherwise we may see a recurrence of orm-
petitive currency depreciation after the war. Under the fund agree-
ment, a rountry may propose a change in the parity of its currency
only if it is essential for correcting a fundamental disequilibrium, and
a change may be made only after consulttion with the fund. In this
way the fund puts the sanction of international emen on orderly
exchange arrangements and outlaws competitive exchange deprecia-
tion.

CURRENiY WARFAUE PRlCTICES

A concomitant of the world-wide depression of the early 1930's was
the widespread use of unfair exchange practices. As used by the ag-

ressor nations, they were instruments of economic warfare. There
is real danger that because of the uncertainties of the postwar period,
countries will again be tempted to use these devices to facilitate the
restoration of their position in world markets.

A special type of competitive currency depreciation, which was
developed by some countries during the 1930's, is the maintenance of
dilferent uses and values for the same currency for different purposes.
This device of multiple currenies was used by Germny to scure an
advantage over American and British exporters in the Latin-American
markets and to bring various European countries into the German
economic orbit, thus making it easier for Genmany to prepare for war.
In effect, through its 35 different kinds of marks, Germany could ax-

S, Rfpt. 452, a-1- 2
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ploit every possible market in which it sought economic or political
advantages. The fund would forbid the use of multiple e ncie a

Another device for restricng and directing trade which was erb
ployed in the 1930's, especially by Gormany, is the bilateral el w
agrenent. In many cases, the German exchange authorities refused
to permit German importers to buy goods abroad unless the exporting
countries agreed to accept payment in German goods. Du the
period of German conquest, bilateral clearing arranments were ex-
tended to all the occupied countries of Europe and became the basis
for compulsory multilateral clearin throug h Berlin. This clearing
scheme inabled Germany to exploit oocupied Europe through the ac-
cumulation of unpaid cldring balances to the extent of tens of billions
of marks.

It should not be assumed that every country which applies restric-
tions on the use of foreign exchange isin fact guoilty of eomtic
aggression. When a country's receipta of foreign excnge are inade-
ueto paco for all the por and services its peopl e want t pu-

hs abroad, it must find some means of i omitng the incurrmg of
obligations in foreign exchang and eancoc the s of
receipts of fore.ig tchalgo . In some instancesR, the use of exehang
controls for this purpose may be wholly desirable. The danger, of
course, is that such ontrols may become instruments of economic

Ptineed for legitimate ue of exchange controls will be greatin
some countries after the war. Our objective is to see that mexhange
restrictions are kept to a minimum and that thv do not become the
basis for permanent exchange controls. The tund recognize that
controls are essential to prevent a capital flight, but it requires that
such controls shall not be used as a means of restricting trade andother current transactions. The fund also recogizes that in the
period of transition after the war, some countries will have to retain
certain of theit wartime controls. But all such control must be a
removed as soon as a country can do so.

DISBRUPTION OF MULTITERAL rAINrENs

The devices of currency warfare not only restrict the volume of
world trade but divert it into uneconomic channels. This is obvious
in the case of bilateral clearing agreements, under which a country is
paid for its exports only if it imports equivalent amounts from the
other country. The blocking of payments, and particularly the pro-
hibition against the transfer of currencis to third ouutries, has the
sane effect. These practices destroy the foundation of trianglar
trade based on th freedom to use receipts in one country to pay obli-
gatioos in naothor-tbe system of multilater apayments .

~YY it trad nitheveryNo country can strke a precise balance in its trade with eny
other country. We have always bought more from Braeil than
Brazil buys from us. We have always sold nre to Ca than we
have bought from Canad,. Brazil, on the other hand, generally buys
more from Britain than she sels to Britain, and Canada sells mmarto
Britain than she buys there. Its important, therefore, for Canas
to be able to use her surplus of sterling to buy dolans with which to

ay for the excess of heomreports from the United Stats. $imlrlty,
Brazil waats to use her surplus of dollars to buy steling to pay Bar
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oblgafions in Britain. An exact balance cannot be struck betweesStwo countries without extensive governmental Control over trade.
But a balance can be reached more easily between any one country
and the rest of the world as long as there is assurance of multilateral
payments.

Asystem of multilateral payments permits each country to sell its
ezporta in any market in which there is a demand; it permits each
country to buy its imports in any market in which there is a supply.
This is the only possile way in which trade can be conductd on
business principles, with busineme in all countries competing to sell -
the best product at the most attractive price. But this type of trade
is possible only if countries are free to use in any country the proceeds
of their exports to all countries. The alternative is a system of re-
stricted trade in which a cogmtry must limit its exports to each country
to the amount of imports it is prepared to buy from that country.

The establishment of the fund will make it possible to restore the
system of mnltitoral payments without which large volume of world
trade will be impossible. Under the fund agreement, countries may
not impose restrictions on dealings in foreign echage which inter-
fere with current international business. They must also remove the
curreny restrictions and discriminations that hamper world trade.
An exception is made for countries that must deal with the devasta-
tion and disruption growing out of the war. But such countries must
relax their restrictions progressively aned they must remove them en-
tl when they can do so without excessive help from the fund.

EI. TANALYSS OF T O FUND AN BAF N

The International Monetary Fund and the Internatibnal Bank for
Reconstruction and Development are intended to be separate organ-
zations operating under separate management. Although the fund

different and distinct functions. A high degree of cooperation between
the two, atd ertween and band other international organizations, ais
nevertheless essential. The articl es of ment y of the fund and
bank provide for such cooperation.

THE INTERNA~TONAL MOflTARY IUND

The fundamental purpose of the Internai Monetary Fund is to
facilitate the espansion and balanced growth of international trade
and investment by providing an environment of currency stability and
order in which international business can flouris.

The essential features of the fund may be summarized in the follow-
ing four main points: First, members of the fund reeognize that
international monetary problems are an international responsibility
and can be solved only through international cooperation. Secon
members agree to establish the prities of their currencies in consult-
tion with the fund and not to change these parities except after consul-
tation with the fund orwithits concurrence. Third, rmemrbers agree,
after the postwar transition, not to impose restritions on crent in-
ternational transactions and to remove the restrcetions now in effeot as
soon aseonditions permit. Fourth, the fund will help member mai-
tain orderly exehanges by offering them temporary ssistance in
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limited amounts and under adequate safeguards to supplement use of
their own monetary reserves.

STABILIZATION OP XXCHANGE RATES

The fund is intended to set up orderly arrangements that will pro.mote exchange stability and eliminate conpetitive exchange deprecia-
tion. Each member's currency must be defined in teoms ofId or the
United States dollar of the present weight and fineness. Before the
fund begins operations, each member must agree with the fund on the

parity of its currency. The fund will not accept a proposed parity
which overvalues or undervalues the currency, and which would lead
to excessive use of the fund by that member or by others. If a parity
cannot be agreed upon, the country is deemed to have withdrawn
from membership. Once a par value is determined, a member must
keep exchange rates stable within 1 percent above or below the estab-
lished parity.

Changes in the par value of a currency may be made only when achange is necessary to correct a continuing imbalance in a country's
internationb economic position and then only after consultation withthe fund. Becauso of the disruption in international trade resulting
from £ years of war, it will not be possible to fix with certainty the
appropriate parities for all currencies. To permit prompt eorrnetionof errors, minor changeain parity aggregating 10 percent n all may be
made by a country after consulting the fund but without requestingits concurrence. On all other proposed changes in parity the fund
will concur or object. If a country changes the parity of is currency
despite the objection of the fund, it becomes ineligible to use the
resources of the fund and it may be required to withdraw from
membership.

The membership of the fund will include countries with different
types of political and seocial organization. The fund can perform itnimportant functions effeltively only if it avoids conflict witl members
on purely domestic policies which do not in fact adversely affect other
countries. For this reason, the fund agreement provides that if a
change in parity is necessary to correct a persistent overvaluation,
the fund will not object merely ilcause it does not approve of the
member's domestic, social, and political policies. For example, the
fund cannot object to the social-ecurity program of a menber countty,
or to such political measures as the socializatLion of an industr'y. Inthe opinion of the committee, this is a proper and essential limitation.
The fund must concern itself only with matters that affect the inter-
national economic position of other countries. On such matters the
fund remains free to expxress its views to members and to utilize its
powers and resources to maintain the fair-exchanige practices essential
to a prosperous world.

ELIMINTION OrF EXCHANGE RESTUICTIONS

The fund agreement provides that members shall not impose restric-
tions on payments and tramsfers for current international trarsactions.
For example, under the fund, Mexico agrees not to impose restrictions
on the use of dollars by Mexican importers to buy goods in the United
States. Mexico also agrees to permit an American who has acquirod
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pesos as a result of current transactions with Mexican nationals to
convert these pefos into dollars. This means that for trade betweenS the United States and Mexico dollars will he made available topay
American exporters. It should be added that the same provison
applies td the transfer of earmings on investments and to the repatria-
tion of amortization on bonds and depreciation on direct invtstments.

The fund agreement also provides for the progeessive removal of
discriminatory currency arrangements, multiple currency practices, and
other currency devices that are destructive of international trade and
investment. Such restrictions are now imposedinnearlyall countries.
Witlh the establishment of the fwul they will be quickly removed in the
countries which have not suffered devastation from enemy action or
serious disruption in their international economic relations to carry
on the war.

THE TRANSITION PERIOD

The sinificatnt objective of the fund is not the immediate elimni-
nation of every existing limitation on exchange transactions, but
agreement among all countries on a policy of removing these limita-
tions as soon as feasible, Some countries particularly dependent on
foreign trade have drastically curtailed exports in order to devote
all of their productive resources to war. They have suffered the loss
of a large part of their merchant fleet. They have disposed of many
of their foreign investments and incurred lare foreign indebtedness
to carry on the war. Other countries have suffered fom 5 years of
systematic spoliation. In fairness to these countries, and in our own
interest, they must be given time and help to restore their interna-
tional economic position and to resume their place as importamt ex-
porting anportiorting countries.

In the immediate postwar period these countries will experience
acute shortages of foreign goods. Their manufacturers, farmers, and

mer chants will be eager for imports. At the same time their export
industries will not in many cases have recovered sufficiently to pro-
vide an adequate supply of foreign exchange. Such countries, quite
properly, will want to conserve their monetary reserves for uses of
greatest importance in their reconstruction, including the strngthening
of their monetary systems, until they have reestablished their export
trade and can again permit the unrestricted use of their currencies
in intemrnational trade.

Nor is the fund designed to meet the large and urgent need for
foreign exclhange on the part of war-devastated countries. The gold
and foreign exchange resources of most of these countries are limited.
It is inevitable, therefore, that some of the existing restrictions be
continued until these countries are able to achieve an appropriate
balance in their foreign payments without the aid of such restrictions
and without excessive resort to the fund,

For this reason, during the postwar transition period member
countries may retain some of the exchange restrictions which have
been in operation during the war. Countries which have been occu-
pied by the enemy are permitted to introduce new restrictions if
necessary. These restrictions will, however, be supervised by the
fund and when any restrictions are no longer necessary, the member
will be expected to remove them. A ciuntry that persists in retaining



unnecea.ary restrictions after the fund requests their removal may bedeclared inegible to Iuse the resources of the fund and mvay be
required to withdraw from membership.

SCARICE CURRENCIES

The fund aeement provides for the possibility of the development
of a scarcity of a member's currency. This could happen if a country
should have a persistently large favorable balance of payments so that
other members would be forced to deplete their monetary reserves and
to purchase substantial amounts of that country's currency from the
fund.

The committee is impressed with the evidence that a scarcity of
dollars is not likely to develop. The only time a scarcity of dollars
occurred in the past was during the 1930's, when depression and

olitical instability resulted in alarge flight of capital to the United
mosso Under the fund agreement countries can control capital

exports and prevent a scarcity of dollars that might result from a
flight of capital. With fairly good business conditions in this country,
and with a revival of international trade and investent other
countries as a $mup should tirl the accruing supply of dollars adequateto pay for their imports from the United States., '

The fund must, nevertheless, take aout of the possibility of a
scarcity and it must make provision for dealing with the problem
Whens the fund finds that a general scarcity of a e urrenc is developing,it may issue a report setting forth the causes of the scarcity and making
recommendations looking toward its correction. The recommenda-
tions would depend on the facts in each case. The scarcity could he
due t inadequate imports by one country or to excessive imports byother comuntries. A report by the fund would take all these factors
into consideratiom It should be noted that a representative of the
country whose currency is scarab must be a member of the fund
committot that prepares the report. While a country wll bo bound eto give consideration to the recommendation the fund may make, i
re n free to take whatever action it deems deirabld in connection
with the recommendation.

A report on the possible scarcity of a currency may be issued whilethe fund still has an ample supply of that currency and moeans ofobtaining more. But the fund may, from a consideration of the
balances of payments of members ad the current dernmands made
upon it, find that a scarcity is developing. When it becomes evident
that the fund will not be able to supply the reasonable demands fora currency, the fund will declare the currency scarce. The fund
would then make further sales of the scarce currency with due regard
to relative need of. members, the genera international economicsituation, and other pertinent considerations, The fund, of course,
would never completely exhaust its supply of the scarce currency.
It would be receiving gold and some of the scarce currency from it.
other tansactions, in particular from the repurchase provisions and
from charges. The fund would also be permitted to borrow a scarce
currency with the approval of the memnber conerned; but a loan ofdollars by the United States Government could be made only with
congressional approval.
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It is necessary to stress the point that the fund cannot create a

lg scarcity of any currency. On the contrary the fund will diminish
the scarcity and may prevent it fron developing. When the fund
acts it will simply recognize a scarcity that exists and provide an
orderly procedure for utilizing its own and the scarce crency
resources of member ountriues. This is the only reasonable way bo
dealing with such a problem. The aluative would t e to oagw
each country to take such arbitrary action as it saw fit.

The scarce curreny provision doed not give eounttieO the power to
do anytg they could not dv ino the absence of the fund, or woul
not be ompelled to do wiot thoe fund. If, for examplIe, a country
found itself short of dollars and was unable to acquir e m from the
fund, it ould he bound to take steps to limit tbhe dollar demands of
its nationals. Without the fund, this would take the form of estab-
lishing whatever controls the country wished. Under the fund agree-
ment, the limitations may be no more restrictiv than is necesary,
and they must be relaxed and removed as rapidly as condition s
mit. Furthermone, the views of the United States would have to he
considered on the administration of any restrictions.

EXCfANGtE OpERPlONS8 OF THZ WVND

To help ountries that abide by these fair-urrency practices, the
fund will have resources of 8.8 bion dollars, subscribed by all mem-
hers in accordance with quotas agreed upon at the Brotton Woods
Conference. The subscription of the United States is 2.75 billion
dollars. Subscriptions to the fund will be in the form of gold and
national curraenies. The gold subscription of eacam br country
will be 25 percnt of its quota or lO.pvrceut of its net official holdings
of aold and United States dollars, whichever is smaller.

intexational account exceed their in-payments. This is especially
important in, period of depression during a business cycle when the
decline ininternational trade and investment puts pressur on the
balance of payments of some countries. Assstanco ~during such

periods will give countries time to make appropriat adjustments
without having to take such drastic measures as exhange depreciation
or restriction of exchange tranctio ns.

Member countries in need of tenorar assistance to meet current
international obligations are permitted to buy the rns Pounds or
dollars they require frm the fund with theiro .currencies m lin.nited
amounts and in accordance with speised conditions wmith the oblig
tion to rpurcae their own currencies from the fund with gold, or
with convertible foreign exchange as soon as they are in a position
to do so. The resources of thafund may not be used for reconstruction
or relief, or to meet indebtedness a out of the war, nor may the
fund be used to finance a large or sustained flight of capital.

SAnFEUARD S TO ?ROTECT THE FUND S RZSOUIWM

The fund ageemen t contains provisions which are designed to
prevent the misuse of its resources and to protect the fund from loss,
Ther, are both quantitative and qualitative m On the purchase of
foreign exchange fwrm the fund.
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A member may purchase foreign exchange from the fund for its
sistcurrency for the purpose of making necessary payments con-sistent withe th provleins ofthe fund. The not amount of foreign
exchange a member purchases in any 12-month period ma not
exceed 25 peroeatofitsquota-. ItmaynotVpurclmso orIenexchangofrom the rand for its own currency, however, if the fund's holdings
of its currVeny exceed its quota by 100 percent. These limitations
may be waived only by specific action of the fund, and the fund may
impose whatever terms and conlitious it regards as in the interest
of the fund and membols, including a req.u enn t of additional
collateral i the form of gold, silver, seeuritis, or other acceptablecollateral. Whenever the fund i of the opinion that a memaber is
using the fund's resources in a manner contrary to the purposes ofthe fund, the member may be declared ineligible to use the fund.

There are also provisions requiring members with monetar-y reservea
in exess of thir quotas, to use their own reserves in equal amount

with their use of the fund and to 'epurehase their currencies from
the fund as their gold and foreign exchange reserves increase. The
purpose of these repurchase requrements is to insure the revolving
nature of the fund's resources. Thus, the fund will always betending to return to its original position so far as the constitution of
its assets is conerned.

The fund will be adequately protected against loss from its opera-
tions or depreiation in the value of its assets, as shown by the follow-ing provisions:

1. Each member must subscribe gold and currency to the fund in an
amount equal to its quota. A country buying foreign exchange from
the fund must put up additional amounts of its currency equal to the
foreign exchange it buys from the fund. Therefore, the fund will
always hold at least twice as much of a member's currency as the
amount it owes to the fund. Furthermore, the fund's currency
holdings ill carry sp cil guaranties as to their value and their use.

2. Au enui es h eld Iby the fund will bear a gold value guaranty.In the event of depreciation, the member must supply an additional
amomit of its currency to maintain intact the original gold value of
the fund's holdings. This guaranty also applies to currency which
the fund sells to settle the account of a country that is no longer a
member.

3. The currencies held by the fund cannot be blocked and their use
for the purposes of the fund cannot be restricted in any way. Even
after a country withdraws from membership, it must permit theunrestricted use of its currency held by the fund in the purchase of
goods or the payment of obligations.

4. If a country withdraws from the fund, it must redeem in gold or
convertible exchange any currency the fund holds in excess of its sub-
scription. If the country does not buy back its currency, the fund

ay liquidateits holdings inaymarket, Furthermrea any memberthat needs such currency must purchase it from the fund,
5, The fund will not permit its resources to be used to support a

currency if it believes the exchange rate is ntenable. The fund will
not accept a proposed gold parity for a currency if in its opinion it
cannot be maintained without excessive use of the fund's resources.

$. The fund will not hegin exhange operations with a country
if in the fund's opinion such operations would lead to use of the re-
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sources of the fund in a manner contrary to its purposes or prej adicial
to its interests.ft 7. A member may not make net use of the fund's resources to meet

& large orsustainedoutflow of capital. The fund mayreuire a mom-
her to prevent a flight of capital of significant proportions to avoid

misuse of the fund's resources.
8. The fund can at any time stop a member from usini its resources

contrary to th purposes of the fund. If a member violates the pro-
visions of the fund with respect to tihe maintenance of the parity of
its currency, the termination of disc'riminatry currency practices, or
any other provision of the fund agreement, it will become ineligible
to use the fund's resources and it may be required to withdraw from
membership.

9. The fund will levy a charge of thleeofourths of 1 percent on all
currency transactions and additional charges on its currency holdings
whenever hey exceed the quota of a country. These charges in-
crease prgressively with the amount of a country's currency held by
the fund and the time during which it is held. With minor eceptions,
all charges are payable in gold.

With rcatonably good management, these safeguards should assure
the proper operation of the fund and the protection of its resources.
'The stabilization fund of the Trassu is operated in the same g ral
marnler as proposed for the Internattonal F'und, but without some of
the more important safeguards. Although our stabilization fund has
undertaken commitments aggregating hundreds of millions, not one
dollar has been lost in cotmoetion with ady of its stabilisation agree-
ments.

ThIE INTERNATIONAL BANK

The International Bank for Reconstruction and Development
recognizes'the need for cooperation in encouraging productive inter-

atnational investment in the postwar period. The countries that have
been devastated by the war and the countries that lack modern means

Wof production will need foreign capital for reconstruction and develop-
ment. It is not intended, however, that the bank will handle all
foreign investments or oven a major portion of them. Its role will
be to pick up where private investment would otherwise leave off,
and stimulate additional investment through established channels
by guaranteeing loans that meet specified requirements. To carry
out this purpose the bank will have capitalof 9.1 billion dollars of
which amount the United States will subscribe 3.175 billion dollars.

LOANSB GARANTEED OR MADE BY THE BANK

The principal business of the bank will be to guarantee bonds of
foreign governments and corporations sold to private investors if the
loans cannot be secured on reasonable terms without the bank's guar-
anty. In carrying out this purpoe the bank will function substan-

tially s follows: It will determine the soundness of a project for
whh a loan is sought, and its capacity to raise a cotrys production

and to improve its foreign exchange position. The bank will secure
the guaranty of the governmnot of the country in which the project
is to be located or its central bank. And, f y, it will add its own
guaranty. The risks associated with invtnents sponsaored by the

is
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bank, therefore, will fall not on the investors, nor even on any one
country, but upon all members. All countries will, in turn, derivel
benefits from th expansion of international ivestment.

In some cases, it may not be possible to rise capital conveniently t
through guaranteed loans. The banlk may then serve as intermediary
between lenders and borrowers by selling its own sscurities in the
market of a member country and, in turn, lending directly to the
ultimate borrower. Byi this deoae the bank will be able to onsouli-
date numerous demands for smull amounts of capital and appeal to

M be incuredon lo he guaantee byather

those investors who might prefer the securities of the bank rather
than those of a ralatiely small or unknown borrower.

The bank may also mke direct loans out of its own capital. The
total volume ofiuch loans, however, will be limited to 20 peroent of
the bank's subscribed capital which will be paid in for this purpose
proportionately by all countris. The United States will pay in
63,0e0,000c of its subscription to be used for direct loans. The
remainder of the subscription of this country, and a corresponding
proportion of the subscriptiomns of all countries, will hobe called only to
meet losses if they should be incurred on loamns guarate d by the
bank or made out of funds it borrowed.

The loans made or guaranteed by the bank will he for specfi
projects except that under certain circumstances the bank may make
long-term currency stabitization loans. All loan. and guaranties of
the bank must have the consct of the country whos currency is
involved. That is, both diret dollr loans made by the bank out of
its capital and guaranteed loams or debentures of the bank floated in
this country must have the approval of the United States Govern-
ment.

REQUIREMENT FOR BPECL AL y

The bank will receive a commission of t to 13 percent annually
of the unpaid principal for its risk in guaranteeing or making a oa.
These commissions are to be held in liquid form, such as United
States Treasury bills or notes, as a special reserve to meet the bank's
obligations arising out of defaults. This special reserve should be
eufficient to meet the obligations of the bank without impairing its
capital even if one issue out of four were to go into default.

If the bank's special resve should prove inadequate to meet all
defaults, it will be necessary for the bank to call upon its capital.
Eighty percent of the banks capital will be retained as a surety fund
to be called only to meet l.se Calls oan capital for this purpose will
be payable in gold dollars, or the currency needed to meet the obliga-
tions of the bank. As a further protection to the investor, the total
amount outstanding at any time of garantiesr partiepitions in loans,
and direct loans made by the bank may not exceed 100 percent of its
unimpaired subscribed capital, reserves, and surplus.

IKFlUEWCl IIfS1 0 fltl POLICY

Although the bank will be directly concerned with only a small part
of the total volume of international investment, it may be expeetd to
have an important influence on the character of international lendingerall International lending came into disrepute in this country

e 1930's, partly because of the unsound lnding praetices of
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the preceding decade. Th ebank will help to restore productive inter-
a national investment by estabiishing high standards of internaton

Imnvetment po licy. The full knowledge which the bank will osses.
regrdig ~the ecoonomic position of ever potential borrower wi deter

b o hborros and lenders from n financial arrangements
involving excessive obligations to servine oas. Furthermore, if
borrowers can obtain loans at reasonable rates of interest, countries
will not be forced to assume an undue burden on their bance of
payments and endanger their ability to service loans.

HI. CRITICISMS Or THZ BRnWN WOOS PROOR&A

The witnesses who appeared before the committee in opposition to
either the fund or bank, made suggestions for amendment of the
eagreements ad the bill so as to postpone the establishment of the
fund, to limit its operations, and to require the same executive direc-
ton for the fund and bank.

The committee believes that the safegurds which have been written
into the greaeants themselves, together with the additional safe-
guards which are provided in H. R. 3314, adequately meet all valid
criticisms that have been made.

The criticisns and suggestions for amendment which have been
made with respect to the fund a re rviewed briefly below.

PRIOR WTABILIZATION OF STLING

Some witnesses eriticized the Bretton Woods program on the
grounds that it makes no provision for solving Britain's international
payments problem, without which world economic stability is said to
be impossible. They suggested, therefore, that the United States
make a large loan or grant to .ritain on condition that the dollar-
sterling rate be fixed and all British exchange restrictons be removed.
This suggestion is part of the so-called key-currency proposal that
stabilization be limited to the key currences--the doasr and sterln
because these are the principal currencies used in international pay-

It is the opinion of the committee that mere stabilization of the
dollar-sterling rate would not provide the ord with the exchange ar-
rangements n for a hirh level of world trade, There is a
mistaken assumption that nearly all exports and imports are bought
andsoldin terms of dollars orsterling. Thisisdefinitely notso. iut
even if it were, the key currency proposal misses the real point, because
regardless of the currency in which goods are bought or sold, ultimnate
payment must be made in national currencies. The stabilization of
any currency is important, therefore, primarily because fluctuations in
exchange affect the prices of all import goods in that country and the
prices of its export goods in all countries. Although stabilization of
the dollar-sterlimg rate is important, it is no less essential to provide
for stability of the exchange rates between the dollar and the French
frane, the Brazilian crueilo, the Mexiran peso the Ciana~ dollar
and the curencies of other countries with whidh we have close trade
relations.

Even more serious is the fact that a stbiization agreement limited
tothe United States and Britainwould f to deal wi the world-wide

17
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use of exchange restrictions and discriminatory currency arrangements
which were in large measure responsible for the edhie in world trade aduring the 1930's. Nor can it be assumed that Britain would bh
willing to enter into a bilateral agreement with the United States forthe immediate removal of exchange controls and the stabilization of
the pound, The fact is no country is prepared to enter into anagreement with the United States for the freeing of its exchanges andthe stabilization of its exchange rate over long periods unless many
other countries are parties to the agreement. Otherwiso it wouldhave no defense against competitive currency depreciation and
discriminatory exchange practices by other countries.

Britain's international payments position requires the solption of
three distinct problems. The first is to restore a balance ih its currentaccount position by expansion of British trade. The second is to
finance the deficit in the British balance of payments during the post-
war transition. The third is to make some permanent arrangement
on the sterling balances accumulated during the war.In order to devote all of her resources to war, Britan converted her
export industries to war production. A large part of her merchant
fleet was sunk durink the war. Many of aer foreign investments
were sold to provide he foreign exchange neded for war. As a con-
sequence, Britain will start the postwar period with the task of ex-panding her exports sufficiently to makegood the decline in foreign~
exchange revenues from other sources. The solution depends partly
on the efficiency of British export industries partly on the capacity of
the world to buy British export& In a world of $45fO,000O00
annually of trade (exports plus imports) Britain will find it diffticult toincmrease her exports sufficiently to pay for her imports. In a world
of $80, 00,000o,000 to $90s,00,000,OO annually of trade, Britain cansoon develop sufficient exports, to bace er current payments.
That is why the expansion of world trade and the revival of inter-
national investment are the keys to the solution of Britain's exchange
problem.

The restoration of a balance in Britain's current payments may taketime, For this reason Britain finds it necessary durilg the transition
to exercise controls to limit the foreign-exchange obligations its
nationals will otherwise incur. Assuming that Britain will restore
her current international position, she must find the foreign exchange
resources needed to finance the transition. The magnitude of this
problem cannot be predicted until it is known how quickly interia-
tional trade and investment are restored and the extent to which the
world will then purchase British exports. This will depend on how
long the war with Japan lasts, the promptness of reconversion, the
new pattern of world trade resulting from the defeat of Germany and
Japan, and above all on the other measure taken to expand inter-
national trade and investment.

There is no urgent need for Britain to settle now the large sterling
balances which have been built up as a result of British war expendi-
tures. The British are confident they can deal with this problem over
a period of time. They areentitledto every consideration in finding a
workable solution. They do not look with favor on liquidating this
obligation with the proceeds of a dollar loan.

The most important step in solving Britain's problem1 as well athe excshanuge problems of most other nations, is the expansion of world
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trade and the revival of international investment. Without orderly
aney arrangements and without fair exchange practices, we cannot
- xpeot to have a high level of international trade and investment in

the postwar period. The fund and bank will make an important con-tribution to the solution of Britain's problem through their dod on
the magnitude ad stabiity of world trade and intmntiona.t in.est-
ment. Only after there is asurnce that the fund and bank will be

vailbleb to encourage world trade and ionvestment will it be possible
to determine further steps needed to help with Britain's balance-of-
payments problem.

LIMITING CREDITS TO 18 MONTHS

The view has been expressed that the fund should be permitted to
sell foreign exchange to a member only on condition that the member
agree to repurchase its own currency from the fund within 18 months.

The present bill directs the American representatives on the fund
to request an interpretation that the fund can use its resources only
for "current monetary stabilization operations to afford temporary
assistaoe to members in connection with seasonal, cyclical, and emer-
gency fluctuations in the balance of payments of any member for
current transactions." To go further than this and write into the
agreement a specific time limit for finaneialassistance from the fund
would be to place undue restrictions on the management of the fund.
international economic conditions are too uncertain for a country to
predict what its balance-of-payments position is going to be over sho$
periods of time unless, of course, the country manges its balance of
payments by means of direct controls. It i because the fund wants
to eliminato exchange controls on current transactions that it must be
able to give assurance to countries that they can get financial assistance
in time of need.

accompany business cycles and such emergencies as crop failures.
But the duration of business cycles and the frequency and duration
of periods of poor harvests are uncertain. Most business cycles have
a duration of from 3 to 4 years and some cycles are of even longer
duration. Moreover, measures designed to correct an unbalanced
international position may require 2 or 3 years, or even longer, to
make themselves felt.

The suggestion that fuliacial assistance be limited to a period of
18 months seems to envisage a situation in which countries would
purchase large ammot ts of foreign exchange from the fund over a
relatively short period of time, Countries using the resoures of the
fired wonuld, in turn, be required to agree to repurchase their currenies
in a lump sum at the end of the prescribed short period. It is difficult
to see how any country could meet cyclical and emergency needs for
ixchauge under these conditions. Certainly, they are not in accord
with the accepted principle of stabilization operations on which our
bilateral agreements are based and which is embodied in the fund
agreement.

When a country which is maintaining the exchange practices
required by the fund experiences pressure on the exchanges, it will
purchase foreign exchange from the fund to supplement use of its
own monetary resources im meeting its current balance. The amount
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purchaed at any one time, therefore, is likely to be quite small in
relation to its quota. f a country finds that its balance of payments

has become unfavorable because of a deprsion abroad or a cropS
failure, it will need help but it will not be able to sy definitely wb eth
its trade balance will turn favorable the following month or whether
it will take 2 or 3 years. Without help from the fund at such time,
same countries would have no alternative but to permit their cur-
rences to depreciate or to apply severe restrictions which might
spread and intensify depression.

The fund wants assurance that a member will not use the fund's
resources to perpetuate an overvalued currency. It wants assurance
that its resources will not be used to avoid taking necessary correc-
tive measures. For thes reasons the management of the fund must
have the power to determine whether a country is complying with
the purposes of the fund, and whether a country needs temporary
assistance in connection with seasonal, cyclical, and emergency
fluctuations in the balance of payments for current trarnsactions. if
not, the fund must be able to terminate at once its exchange opera-
tiona with that country. This power the management has under
the fund agreement.

OPERATIONB or THIE IUND In THE TRANSI0ION pEROD

The view has been expraessed that the fund should not enee in
exchange operations during the postwar. ~trn period. 7ntpar-ticular, it should not sell foreign exchange to countries until they ham
removed all eschange retrctions on current transactions. It is
said that so long as nations contrel the bdanee of payments by
means of exchange controls, there is no need for any assitance from
the fund,

Tine transition period may be the time when theafund is most needed.
The fund provides for the immediate removal of exchange restrictions
and discriminatory practices on the part of those countries which
are in a position to remove them while it permits their temporary
continuance by countries that have been seriously affected Iy the
war. If we do nothing to establish fair exchange practices, counties
will be forced in the next few years to adopt measures that perpetuate
and intensiy the wartime mesurea for state ontrol of their balance
of payment. We have a unique opportunity, before postwar eo-
norni policies become crystalizd, for reachin agreement among

the United Natons on stable and orderly exchange arrangements.
The argtument that a country with exch.ge controls does not need

stabilheiaton aid overlooks the fact that there are degrees of exehane
restrition. The fact that a country is obliged to maintain
exchange controls does not mean that its balance of payments is con-
pletely managed. For example, a cotry may retain rtietios n
the purchase of foreign exchange for some xury g while removing
all other restrictions on current transactions. In this cas, the cog-try can avoid imposmg restriction. on nonluxury goods onmy if it can
obtain assistance from the fhnd to meot temporary drains. Its need
would not be far different from that of a country whieh was able to
remove all exchange restrictions.

When countries are in the pmro-es of relaxing the exohange controlsduring the traniton period, it is most important that they he -gieen
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the assurance of aid from the fund. Every ecouragement should beaivf n to countries to remove their existing restrictions as rapidly as
~poSslble without endangering the interests of either the fund or of th~
Ime rb~ country itsolf. When one oountry relaxes its exchange re-

striction, it makes it easier for other countrie to modify or eliminate
their restrictions. To wait until a ountry is able to wit a all of
its restrictions on currnt c before permitting it to obtain
assistance from the fund would only needlessly prolong, or even per-
petuate the period of restrictions.

The fund can assist members during the trasitio period and still
adequately safeguard its reources. It need not begin txchaed trans-
actions wth a member until, in the opinion of the fund, of trans-

actions will not be prejudicial to its interets. The fund can suspend
a countw at any time for improper use of the fund's resources. The
fund. wfi have the power to require a member to withdraw any par-
ticular restriction or to abandon all restrictions on ment transactions.
If the member should refuse to comtpl twith the fund's requeat, the
fund can suspend that member from malkr; further use of its resources

ULIMINATION OF SCAIRCE CURRENCY PROV!8IONS

Certain critics have pointed out that in the event the dollar is deo
dared scarce, section 5 of article 7I has the effect of limiting the
freedom of the United States to invoke the exphange lause in trade
hremornts which prohibits a country from imposing restrictions on
te sle dollars unless equivalent restrictions are placed upon the

approve the fund agreement only with the reservation that ll of
article VII, or section 6 of that artincle, should be eldntna ThisM
criticism arises from a misderstndin of the purpose ad effect of
the scarce currency provisions and partiy of section 5.a Wh ~"nen the clause regad engxchn control was included in our- t (ande agreements, it was hoped that al currencies would be fully con-
vertble and transferable in connetion with international trade A
country experiencing a shortage of foreign exchange was expected,
therefore, to apply exchange restctions in connection with any
commodity in the same proportion for all countries. It was assumed
that this could be done wi thout hardship to a country, even if it had
inadequate dollars, by thexMices of converting part of its receipts of
sterling, francs, miarks, and other currencies into dollars.

Actually, we found that other currencies could not always be con-
verted into dollars. Insistence on this provision would merely result
in a compulsory reduction of trade with other countries without any
benefit to the United States. In fact, with an enforced a-round
reduction of trade, the ability of other countaes to bu our own
exports might beimpaired. Inview of the nonconvertibili of foreign
currencies, the exchange clause in the trade agremcats m practice
could not accomplish the objective we sought.

The fund agreement, including the scaroe-urrency provision gives
far greater protection to American interests. The nterconvnrtabilty
of currencies for purposes of foreign trade will be gradually restored
through the fund. So long as this country imports and invests

d ~nough to enable others to pay for our exports, no country
with acces to the fund will experience a scarcity of dollars. When a

2I



country finds itself with uinadequt exhnge resources, it may secure
help from the fund. Any remaining shortage in its needs will ha
general and not onfined to dollar. If it gets the approval of th
fund to apply exehange reatnttons, they will have to be equitolla
in character and determined after cqnsulttion with thte fund. Thus
the fund provides a more effective device to secure for American ex-
porters the treatment which we found could not be fuly secured for
them through the exchange clauses in our bilateral trade agreements.

When there is a scarcity of dollars~ other eurrencisnsnnot be freely
oonvertod into dollars. The fund will continue to supply some dollars
and thus maintain limitd intereonvertibility of crrencies. At such
a time, however, there simply will not be enough dollars held by or

cuing to other counties to permit ulmtd use of dollars by itheir
nationoals i r example, other countries may wish to buy 10 billion
dollars of exports from the United States. They may be acquiring
7.5 billion dollars of dollar exhange from our imprts and our in~vestments, and they may have 1 billion dollars of additional resources
of gold and dollars they can safely use out of their present holding.
To permit urnimited purchase of dollar exchange by their nationals,
these countries would have to acquir 1: billion dollars of dollariexchange from the fund. In fact, the fund may be in a position to
provide only 500 million d oars of dollar exchange. Under suchcrctumstances, other countries must somehow t*le action that will
limit their sales of dollar exchange to their nations to 9 billion dollars.

It has been indicated in part II of this report that a scarcity of
dollars is unlikely to develop. But if it should develop, our interest
is to see that the position of the United States is protected and that

scarcity of dollars does not initiate a general contraction of tradtle .
This, the funmd does. Whileit permits countries to limit exchangetransactions, it requires the lamitations to be no more restrictive than
necesary to limit the demand for the scarce currency to the supply
held by or accruing to each member. In the illustration above, the a
limitations would not be allowed to restrict the dollars made available
below 9 billion dollars A country with an adequate supply of dollars W
could not, in fact, restrict sales of dollars. And all countries would
be required to remove the limitation as soon as the sacreity endel.

When there is a scarcity of dollars, Some limitation on the sale ofdollars is inevitable. The alternative is drastic depreciation of other
turreflirs or severe restrictions of some other craraeter. Neither
alternative is in our interest. We have a right to ask that a 10-.wr-
cent scarcity of dollars shoald not be used as an excuse to apply a 20-
percent restriction on thle sale of dollars. We have a right to ask that
a past scarcity should not be used as an excuse for continuing restric-
tion. At the same time, other countries have a right to ask that they
not be compelled to cut their trade with all other countries in an im-
possible attempt to imitate the wor'kings of a nonexistent system of
freely and fully interconvertible currencms. The scarce-currency pro-visions of the fund protect the rights of this country and other coun-
tries in a manner advantageous to all,

;$AMR EXECUTIVE DIRECTOR 0OR FrUND AN) BAfl..

The suggestion has been made that the fund and the bank should
*either be combined into one institution or, if this is not possible, placedulder the sane executive diretors. 'o do this, it has been proposed

Mi
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that the enabling legislation be altered to make United States partici-
II ption contingent on the acceptanice of this view by other members.

It is the opinion of the committee that the functions of the fund and
are so different and so specialized that there would he no Ladva-

tage in conlbiniug the two institutions. On the contrary able and
efficient management of the fund and bank will re uire t&;e concen-
tration of the most capable people available in each field in dealing
with their special problems.

The fund will be concrnued with broad economic considerations that
affect exchange policy and the day-to-day fluctuations in the exchange
markets. It wiU be concerned with the seasonal and cyclical fuctua-
tions that alter the balance of payments of a country and put pressure
on its exchange rate. The mantagement of the fund will have to
consider major questions of international monetary policy and ex-
change practies that affect the international economi relations of
countries. These are highly spocialized problems.

The bank, on tile other hand, will be concerned with the long-range
problems of reconstlruction and development. It will be concerned
with the question whether countries can profitably use foreign loans
to develop their economy. The bank's prmary interest will be to
see that loans are made only for productive projects to countries whose
balance of payments position over two or three decades will enable
theni to meot their obligations on foreign loans.

This country has long reognizeld the essential distinction between
investment and other banking functions in domestic matters. Under
the Banking Act of 1933, commercial banking and investment banking
must be carried on by separate institutions. Tire fund, whose func-
tions will comprise stabilization operations and the determination of
exchange standards will be even farther removed from the work of
the bank than ordinary commercial banking is from invcstment
banking. Accordingly, the reasons for separatuxg the fund and bank
are even more comnpelling.

Under the Articles of Agreement the executive directors of both
the fund and the bank are required to be continuously available,p or-
hips to meet daily, for active management of the affairs of teir
respective institutions. It would greatly impair their efficiency if a
single board were required to erve for the two institutions or if some
executive directors were required to serve as members of both boards.
Moreover, there is the danger that the bank would be ued to cover
ut the mistakes in the stafilization operations of the fund. There
would always be the temptation to make long-term loans to bail out a
country to which excessive aid had been given by the fund. In this
way, serious earrors in policy would be obscured and prolonged. With
separate executive directors, and sepnrate management for each
institution, the facts about their operations will be stated publicly
and clearly, If the fund should make mistakes, they will show up in a
few months and appropriate action could be taken to correct them.

Altiough the day-to-day management of tile fund should be kept
separate, there is a clear advantage in having the general policies of
these two institutions, with their separate fructions, closely coor-
dinated. To meet this need, If. R. 3314 provides that coordination
be achieved at the hiheal level of responsibilit by appointing one
governor to serve as the representative of the nited States on both
the fund and bank It is almost certain that a large number of
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countries will follow our Ea e and appoint one governor to serve
on the boards of both the fund ad bank.

The governors will bear the ultimate responsibility for the policies
of thefundand bank. H thesame individual acts as gororon otIW
boards, he will be in an excellent position to work for the effective
cooperation of the two institutions, This will achieve the objective
of coordination of policies without infringing upon the day-to-day
management of the separate functions of th two institutions.

IV. Anans or TrHE Bm,

The bill, as reported, contains 14 sections. They are summarized
briefly bolo*.

Section 1: The first tion provides that the nct may be cited as
the Bretton Woods Agreements Act.

Section 2: The President is authorized, by section 2, to accept mem-
bership for the United States in the fund and bank. The effect of
this section is to give congressional approval to the Articles of Agree-
ment proposed by the Bretton Woods Conference.

GOVERNOR, EXECUorV DIRNfCOR, ANlD LTKRNATf

Section 3: This section states the provisions governing the appoint-
ment, term of office and remuneration of America representatives
on the fund and bank.

The President, by and with the advice and consent of the Senate, is
authorized to appoint a governor of the fund who will also serve as
governor of the bank. The President, by and with the advice and
consent of the Senate, will also appoint one person to serve as alter-
nate to the governor in both capacities.

The President, by and with the advice and consent of the Senate,
is also authorized to appoint ain executive director of the fund and
an executive director of the bank. From persons recommended to
hi by the executive directorsd the President, by and with the advice n
and consent of the Senate, wil appnt alternates to the executive
directors.

The governor and his alternate will serve for 5 years and the
executive directors and their alternates =ill serve for 2 years. In
order to provide continuous administration, eecutive directors will
hold office until their succesors are appointed.

Although the original executive directors are regarded asproisional
directrs tunder the Articles of Agreement, the provision as no real
significance to the United States b use this country is entitled to
appoint its own director. Under section 3 of the bill the first exeou-
tire directors appointed willserve as provisional executive director
in order to comply fully With the Artiles of a ment, but they will
also serve for the first full term.

·The governr and his alternate and the executive directors and
their alternates will receive no salyar or other compestioa from
the UTnited States for their services in such capacities. The gover
and his alternate will not work full time, and their exp will
be paid by the fund and bank. The executive directom ad their
altenatos will have full time duties, and they will be paid by the
fund and bank.
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NATIONAL ADVISO0tY COUNCIL

Setion 4: A National Advisory Coil on International MoPoe-
and Finaci Problems is ereated by section 4. The Secretary

of Treasury will be Chairman of the Cuncil and its other members
will be the Screotary of State, the Secretary of Commerce, the Chair-
man of the Board of Governors of the Federal Rezerve System, and
the Chairman of the Board of Trustees of the Export-Import Bank
of Washington. The Council's chief function will be to keep the
Congress fully informed and to insure close and continuous consulta-
tion between American representatives on the fund and bank and
the appropriate officials of the United States Govenmient.

The Council will recommend general policy directives to the Presi-
dent for the guidlance of the United Stat representatives; it will
avise and consult with the American representatives and the Presi-
dent on the major problems connected with the work of the fund and
bnk; it will coordinate the policies and operations of the repre-
senttives of the United States on the fund and batk, xport-Import
Bank, and the other Govenmnent aesies Which participate in foreign
loans or rengae in foreig n tiancal, exchange or monetary trans-
t'tions. The Council will transmit reports on its work to the I'rei-
dent sand Congre at least semiannully.

The Council under the general direction of the President is em-
powered by section 4 to give or refuse the approval consent, or r
mont of the United States to proposed aetions of the fond anrd bank
where this is required under the Artciles of Agrcmnnet. In exercisg
its power the Council will be limited by the prohibitions of setion 5
of the bill. The American representatives must also obtain the
Coune's approval before they vote in favor or the waiver of acodi-
tions under which a member can purchase foreign edchnge from the

fuind, or before they vote in favor of a delaraton of the United States
olt r as a scace currency.
Every 2 years the Council will submit toeCo a &specmus report

which will cover and include: The extent to which the fu and bank
have achieved the purposes for which they were elablshedd; the
extent to which the operations and policies o the fund and bank have
adhered to, or departed from, the general policy directives fornulted
by the Counil, and the Council's r ehomnendwtions i oonnectin
therewith; the extent to which the operations and polieies of t fund
and bank have been cordinated, and the Counci3ls recommnadation
in connection the rew iecommendations on whether the resource, of
the fund and hank should be increased or decreased; reoommends
tions as to how the fund and bank may be made more eflcts;
recommnaons on any other ne or de ble chng in the
Artieles of Agre t of the fund and bank or in this act; and w
over-all appra'al of the extent to whic the operations ad police
of the fund and bank have served, and in the uture may be expeteo
to serve, the interests of the United States and te world i. promotig
sound international economic cooporation and in furthging wr

TO Kltppo ortrIport Bank and other stoted alncies must prmvide
the Council with cl Wormatin oncrninj their ctivities as the
Council requires to carry out its responsibilities.
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ACMT REQUIRING AUTHOIZATION OF CONGRESS

Section 5: Fundamental changes in the fund or bank or in
participation of the United States in those institutions are prohibit
by section 5 unles Congress approves such changes. The followingare prohibited except with the authorizaton of Congress: (1) Any
change in the quota of the United States in the fund; (2) any change
in the par value of the United States dollar; (3) any increase in the
capital stock of the hank; (4) any increase in the subscription of theUnited States to the bank; (5) any loan to the fund or bank by an
agency of the United States Governent; and (6) the acceptance of
any amendment to the fund or bank agreements.

The prohibition against accpting amendments will operate to
prevent amendments becoming effective without the approval of

ogres because United States acceptance is essential to the adoption
of amendments to the fund or bank. This limitation will not apply
to amendments, if any, necessitated by sections 12 and 13 of the bill.

The committee deleted section 6 of H. R. 3314, as it passed the
House, which provided that the par value of the United States dol( r
to be communicated to the fund should not be communicated as othr
than 15%1 grains of gold nine-tenths fine. In view of the fact that
article IV, section 1 of the fund agreement provides that the par value
of a currency may be expressed in terms of gold or in terms of theUnited States dollar of the weight and finess in effect on July 1,1944, the committee concluded that this provision was unnecessary;
It is clear, however, that the omission of this provision will not permit
the executive branch of the Government to communicate to the fundany par value of the dollar other than the present value, which is
established by law

Section 6: The Federal Renorve banks will act as depositories or
fiscal agents of the fund and bank ard in so actiig they will be super-
vised and directed by the Board of Governors of the f edern Re servea
System. 5

PAYMENT OF SVBSCflIPTYION

Sectrion 7: The subscription of the United States to the fund andbank will be paid in accerdance with the provisions of section 7. All
of the funlTs iscsslry to meet the full obligation of the United States
to the two institutions, 5.925 billion dollars mst be available wihen
the United States signs the Articles of Agreenmnt. A substantildportion of the subscription to the bank however, will be payable only
in the event of certain contingnciesi, and most of it is likelynevor to he
called.

The secretary of the Treasury is directed to use 1.8 billion dollars of
our present stabilization fund, created by section 10 of the roldRestrve Act of 1934, to pay part of the subscription of the Unitid
States to the fund. This will reduce the stabilization fund to sbout
$280,000,000 and give it permanent status. If the fund is liquidated,
or if the IUhited States withdraws and the subscription of the United
Statis is ieturned, the money will not go back into our own stablln
tioni fund, but will be credited to the general fund of the Treasury and
made available for use odnly in acco rdance with appropriations made
by Congress.
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Section 7 (b) authorizes the Secretary of the Treasury to issue
United States Govornment bonds and to use the proceeds to pay the

S'emainder of the United States subscription to the fund and to pay
&he United States subscription to the bank. Payment of our sub-

sriptioin to the bank wil be made from time to time as called in
accordance with the articles of agreement.

This is the method of providing capital for investment in Govern-
ment corporations which has been used since 1932 in connection with
the Reoonstruettion Finance Corporation, the Federal Farm Mortgage
Corporation, the Federal Deposit Insuranee Corporation, the tiome
Owners' Loan Corpation, the United States Houming Autlhority,
the Tennessee Valley Authority, and the Commodity Credit Car-
poration. In efect, financiung oi subscriptions to the fund and bank
in this way merely means the Treasury will borrow the money in
exactly the same way it borrows for general purposes, but it will do so
for this specific purpose.

Section 7 (c) autborizes the Secretary of the Treasury to issue non-
interest-bearing, nonnegotiable notes payable on demand. These
notes will be issued only to the fund and hank and will reduce the
interest cost to the United States in providing capital for its participa-
tion in these institutions by making possible the substitution of such
notes for any dollar balances which are not immediately needed by the
fund and bank for operating purposes. The amount of such notes
which may be issued to the fund and outstanding at any one time is
limited to the United States subscription, which is 2.75 bhllion dollars.
The amount of notes which may be issued to thebank and outstanding
at any one time is limited to the amount of the United States sub-
scription actually paid in for the purpose of making loans by the
bank which will not exceed $635,000,000.

Section 7 (d) requires that money received by the United States as
a distribution of net income by the fund or bank is to be paid into
the general fund of the Treasury and can be used only in accordanceU'th appropriations by Congress.

INPORMATION FOR THE FUIND

Section 8: The President is authorized by section 8 to require, by
Order or regulation, the furnishing of infornation he determines to be
necessary to enable the United States to comply with requests of the
fund. Information may be collected only in such detail as is neces-
sary to comply with a request of the fund and cannot be given to the
fund in a manner which will disclose the affairs of any individual or
business enterprise. If information is refused a court order can be
dotained and disobedience will be punished as contempt.

This section also makes it unlawful for any officer, employee, ad-
viser or consultant of the Government to disclose information so
obtained except in the course of his official duties, or to use such
information for his personal benefit. Violation will subject the gnuilty
person to a maximum of 5 years' imprisoment or $5,000 fine, or both.

Section 9: The so-called Johnson Act of April 13, 1944, is suspe nded
by section 9 with respect to members of both the fund and bank.
'hat act provides criminal penalties for persons who purchase new

security issues of, or lend money to, governments in default on their
obligations to the Government of the United States. The fund and
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bank are designed to supplemorlt private agren and, acig
it w be nec Thar fot member countfrs to use private ahni and

investment faciities as far as possible. The proviion of section 0
are the minimum change in the Jondson Act aegry to nable s
fund and bank to operat e properly.

Section 10: WYhenever the fund or bank is a prty to litigation,
the district courts of the United States will have rmiotion to try
the case. Section 10 also authorize the remnov of cases fom.
State court to a Federal cort when the fund or bank is a defendant,

STATUS OF THEB FUND Al BAI

Sectiond1: This section gives ful force and effect in the United
States, its Tenitor e and posstesions, to the provisihs of the articles
of agreement that confer upon the fund and bnk a legal satub andcertain immulties and privileges, as follows:

1. The fund and bank will have legal peosonaity and the ability to
contract, to acquire and dispose of property, and to sue in our ourtt

2. The fund will be iamunue from sut unless it consnts to be sued,
and the bank will be subject to suit but will not be subject to having
its properry attached except to execute ajudgment

3. The assets and the archives of the fund and bank woil be free
from all types of interference.

4. The ammu of te onth fund and bank will be treated with
the same respect as those of foreign govrnents.

S The officialnd emploes of the fund and bank will be givea
otreatment aubstao tohy simar tto tbant actorded to persons in thediplomatic service.

6. The fund land bank wil be mne from taxation and each
oficia and employee will be immune from taxation on his salar, or
emoluements by any country other than his ownm In an dith i
securities issued or guarantd by either institution will be protc
against discriminatory tation, but have no special tax privilege.

Section 11 gives effect to that portion of the bank agreement wlc
provides that if Pte bank should wind up its aairs and distribute it
assets to the member outries, the recipients would be entitled to the
same privileges and immunities with respect to those assets that the
bank had prior to their distribution. It also gives effect to that por-
tion of the fund agreement which provides that when other member
countries have exchange controls whichare consistent with the article.
of agreement, United States courts will not enforce exchange eon
tracts that violate such controls.

INTElPRETATIONS OF EFUD AND Bk/NK ABflREIUWEITS

Section 12: The United States representatives on the bank are
requhed by section 12 to secure an official interpretation of the articles
o ~eelt. as to whether the bank has authority to make long-term
stabilization oans. It is the view of the committee that the artieles
of agreement contain such authority. If the management of the bank
does not agree with this interpretation, the United States represeata-
tives are required to propose and support an appropriat, amendment
and the President is authorized and directed to accept tWe amendment
on behalf of the United States.
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Section 13: The committee beleve that it is intended under the
atas of agreement that the fund's activities will be limited to

t monetary stbiliatio, operations to afford temporary assist-
ce in connection with seasonal, cyclical, and emergency iluueations

Win a member's balane of payments for cment tastons, It is
also the view of the committee that the fund's m cannot be
used to provide facilities for relief or reconsUtruction or to meet
large or sustained capital outflows. The United States reprseeta-
ties on the fund are required to obtain an official interpretation from
the fund on these point. If the fund disagrees with this interpreta-
tha, the1 United tate etative are required to propose and
support an appropriate amendment and the Prsident is authorized
and directed to accept the amendment on behalf of the United Stats.

The committee has amended this section of the bill to include the
requirement that the American representatives also obtain an official
interpretation from the fund as to whether it has authority to use its
resource to provide facilities for anmaments. It is believed thlt the
fund necessarily will conclude that its resources canot be so ited.
In the event, however, that the fund should take a dflterent position,
the United States representatives are required to propose and support
an appropriate amendment to this effect which the President isj authorized and directed to accept.

FURTH*ER ACTION ON fD~E BARRIERS

Section 14: The committee has added section 14 for the purpose of
promotinthe objectives of Resolution VII, adopted by the United

Natis Monetary and Financial Cofence last summer. That
resolutioa reog~nized that the purpose of the fund to facilitate the

expio and aueed growth of international trade, and to &n-
tribute thereby to the promotion of high levels of employment and
real income and the development of the productive resources of all
members, could not be achieved through the instrnmentality of the
ruid alone. Accordingly, the Conferenee reoommended that the
partisipating governments seek to reach agesment as soon as possible
on ways and means to reduce obstacles to international trade, among
other things,

There are many international economic problems which can best
be approached through cooperation, and the committee believes that
we are reaching the eta whe n it isdesirable to secure agreement on
the reduction of obstcles to interm tiona1 trade and the solution of
other international economic problems. The purpose of section 14
is to declare the policy of the United States to seek to bring about
international cooperation on these matters as soon as possible.

V. CONCLUSION

This committee is of the opinion that the solution of the world's
monetary and financial problems is vital to the economic and political
interests of the UnitedSctates. Moreover, itisof the opinion that such
problems can only be dealt with throuh permanent institutions for
international cooporation and sollaboragion.

The Bretton Woods proposals aro the foundation of the United
Nations program for itemrnational economic cooperation. Although
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the fund and bank the rsult of the joint efforts of the rpresenta-
tives of 44 United Iatians they put into efeet the principles o staa
and orderly exchange .angemwts and sound international investa
nment whih hae long been the policy of the United States Itwoulbe a trsedy if this country, which has taken th, lesd in world organi I r

z;ion for political and econonmi eooperation, were to reject these
proposals because of minor objeotions without substance, to some
technical protisions.

The committee believes that the bill will make possib whole -
hearted c ooperation of the United States in the ad--itration of the
fund and bank, and will enable the United States representative to be
guided by a unifiod policy. The committe, therefore, reommends
the enactment of the bill.
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Calendar No.
79rn (CONGRESS SENAN A R E o.

PAIt F('I CPAl ON OF TIE I- NITEiD) STATES IN 'FliE INTEIVRNATIONAL
MON.ETAIRY FiNI) ANDI) 'rI INTIERNATIONAl BANK FOR IE-
CONSTRiUCTION AN)D DEVEILOPMEINT

Iha , (15 (hldlerd to Ibe priltrt

Mi'. W¥£;N~;u (for limself and \h'. TornoY), from the (Comiltee on
Banking and Cutency, submitted the following

REPORT

T, iacoIblareye II H. 33141

The C(mrinnit tee on Baniking adl Cutl'1'0ICv to It) which was relfrred the
bill (11. R. 3314) to provide fr t I irMrtionipatio l of the i1nited States
in th IlnternatiOnal Montary ilini and tin Iinterationlal Bank for
Re .. s. trmiot n at 1d I)evclopient, haVillg considered the sante, re-
Iorts favorablv thereon withi mienmbtinteIs ai riecommends that the
bi l as imnln(deti do pass.

I. INTRODU'CTORtY STATEMENT

Thiis bill, which is etx;lai med in deitail in pi'l IV of this report, au-
thorizoes the President to accept moimbl/Islip onI behalf of t Un,. i ted
States inll the il inttriatioi Monmetary Fuldi andi the lnIlernational
Bank for Reconstructionl and Developmenlt contains thi provisiolm
of law inecessiary to mlookie sm-i] memble-lrship effectire, ild establishes
certai nI rinciples to guide this country's partieipat ion in tie matnage-
nilnt of t1(1 affairs of tihese institutions.

The Bretton Woods program for tie establishntent of the Inter-
national Monetary Funit d ndthe hitirnational Ba ilfk for ie onstrue-
lion iand 1)Dv-elopnuiet is the Iaitled Nations progiraI to tsecure order
and stability int international elxchange relationsl hips and to promote
souid xpansion of intemnntional triadm nid hm'stiiln4ent. Along with
tIe I llternational Scui-tty Organlization proposed by thie Sail F-Iln-
cisco Confere cc, imrn Brtton Woordg program is part of tile Uinitod
Nations stIructu or lie ie maintenanice of pros.per os ali i peaceful
world

1
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I/NIE[NATrONAL MONETARI PRlOBLEMS

The First World W a le ift its iwake serious intr aintional illonetilY
disdordears and ch aotic conditions in tihe exchange inarkets of tle world.m
In I.n small part, tnhe political and ecoflOm ic dificuti es pireclding this
wiltr were due to the fliir, of onllntries to C(xo)perate inli f'lJillg a soli-
tio ton these problems.

TPli. plresent war has (ilused vYen gloCatr dlestrultionl over' a Illlch
widei area. Tihe world econony and intieinational imonetary llnd
finalcial relations have been completely disrupted durinig 6 years of
total wa,. It is of th, tlnlost importance i toi! IUniited States, Ias
to tlh estI of the world, to see that these problems m're .dealt with
proimptly. Out wIll-birig tild thie evoiinomc and political stability
of Iakny cintrlies, (de)endsI Ud pon IhII resLoratlion aid px a, sion of
world trallde As an1 essential part of tlte postwar programl, it is Intes-
sary to provide orderly cuIrreIcy Iehtions betweeni countries iland to
reconslrisi ... ite economics of d!vashtltd ar'lis so 1that they ,lra o.nce.
more produce atnd trade.

STAITE CONTROL OF INTEiHtNATION.AL TiRAD:

Unless fl,' 'tive int r.at.ional iltioll is taklen, the United States mnay
find itself lhe only imjportant country in thie world which is prjiareid
to ret urn to a svstemi of privat international dealings after the war.
If ol'dl' iy rxclangle afrralgenenllts are inot establishl ed td d xtromno tx-
chllage restrictions lr, not relaxed, foreign trade ill nlost coun'tries will
hbe conducted not on the basis of frlee (hoice for the individual trader
bat by means of bilateral chlafiring agreements, rigid exIrinnge con-
trols, and gov ern.ll. IltI ianllnagen .n. ot f inI ternaion .. ranI.'al(tiolis.

Tin gnradual eliniiiation of discriinatory cvurrenicy devices and
competitive currency depreciation are essential to Aelleican interests
for thine importanot reasois: lirst, Almericani foreign taders would
find it rierasingly difficult to compete in a world in whi ci intcrna- a
tionil dealings in other cou,,tries are midr de cormplete governmental
colltrol,. Second, exchiange rst rnitions aid t Ils Use of lnfir mo nlltary
prattless imevitably mellan a low volume of world trade and, in par-
titular. a low vol lie of American exports. Finally, exchange in-
stability and lrhbit'tary exchange regulatliolns inlcrease thle risks and
uncertainties of foreign trade and discourage foreign investment.

BRETTON WOODS AND UNITIED STrATIS POLICY

The funidamental objectives of our interinational monetary policy
are to se(..il. a high idegree of oirder anid stability in tlhe intiernational
exchanges and to free international business transactions from the
hburden of restrictive allnd discriminatory lurrency plactices. The
irst objectiv. , orderly xhlhang raters, is one of 'tile essenial eon-

ditions for ai high level of world trade, and hence, a hiigh level of
Amnrican trade. Tih second objtective the limrnination of arbitrary
exchange rstrictions allnd discrinminations, is essential to our owln
foreign trd rda, Iid iv.stos who' operate aruler a s vstem of free

lentlprise. Unlless foreign tra d rs in othler counlitries iall ay alnd
sell in this coniitry, oa oown traders will inevitably he at it lisad-
vant InL ge
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[le lireitoi Woods program) rtpr.sents an . ixtensiono iald IdeveloIp-S I nIet of thi iriterlmllatomo l ,Noltlnl jolicies wIhiIIh tlle [Tlllt{d Sltats
laiis acfitlly Iiroi.otedi for note ttim 10 years. TFl, Unlited States
IIas elit red into ii tminNber oo r bilteral lrlagr'eeit. hvil h i other coutites
for time , lrposI of lm.lpimng hem stabilize their hrm'nellis.is FinanlialI
issista... ms pIovi.d. through tite o'le'mit oms Of Our ,xel ..... g stbirili-
zltimrI fulnd inll 1 ihilniig ottlvr 'Ommitri¢s' ClI'rrnits with dol* il in
]Inllid IIt' ni{ toiiS for thl piiilllp Iho* sft mlbiliirg their 'xehiilng rates.
lii addliti..l, these bilateral mgrtemleents provide(lfor ol ' toltjiliotr with
tih ljrUiited Statlus omi exxchammge p'1trrs anI otl, o......IOmI monTtary
,and finaeial pri..oblems In 19:;6 this (.oti..I, In'd In agreeIod t aee-
mfyltit 1'itI/ (hrmt Britiinin .nd lfl'amic knowl is' tihe Iriparlite i)Dhmra-
lion, x;hiet ilas later, broadeIned t rir... 1,lgiimtm, IIin Nethlilands,
nn'ti Svityq'linld. 'Tis declarationi called for rooperation Im pro-
uotilig .. rcl[lv I X Nhing, ar'ilgtnomnlis itnhdirng comiillhtttion oI

loXl nsllll P polh'y
AIthlough i I hIee aIneenments i ere I elflt it I allifritIIai IaII ig Idet Co of

oJlet illTl sImhlith ii int international rno!omitw- ] l, liorns with "ouin
coiuitris, theiy (o1ld not deal with dtIr stem{dI deteritrtrtion ill the
ex1hlrmg( sit rn1itio[i resulting frOI.im tie aggressiv'e polimiM (if s;tin lt'(itllt-
'icst. Fi'0 this lpOs!. a mulmltilaltetl[ i1grre'iii lllW is sseni itial. Kx I

t'tlinllg rates a1l¢ ex'lrgpe ]prIi.el.Ie I heir ven y Ilatore alFe Imal ts's
l Ill I'{m lI'rI I ooperaitioh mrid colid)onrtion a111nmong IIINll 'O1itlllllies.

I wo' irntt ti],i... Ifmntiot Yrili(is alp to hei sIutsiI, Wit 1rtItns,
{ 'Inial Il nl inlt, ioi ll I .. t. .. id nhiritimal t,•istiil(/! ils

loovidod 0I ill llt [ 3ithttIC i Wo... 00(,15ttoI]oelgl.

INI <UN IPION I 'll3 I'rl pOL]1I¥

Tihei (lihlh)il ti..L o. . li. I f iFil LIFhlhI pilCtiues is Of thie gmeatest IIn-
JimOl lnit

( (.. to i tto tlrv ou II I, We madeI isp rof tOles d evies in thre
92 aWll wenid hve io jl tIl ,e t helm fftel tIIe a ll O urI fOlieil"r

tuatlej Wins li mit! s..ol.iy atir'eted tIin that of ly othe tl,.(IOtllIVy by
I t ime g ), i ]0o illrrenviy I t(rlJti il Ild r d i iimi i ttior ais ilt toni l! tl i
ble 1)O dollll t it aillm ilteolsfirdatior of theswe pia-tiot s after time vit l

,ill hive ,I.. f opit, l i, (OnOeq/IuOe(s on oi diomnestit VtlilOnlV,
,hI' I'liond Stiato iIs It large stake min tmtiiiiilrimoli tadlt lllI mt-

\,4sihoTt, [ifor, the B firii 193S.1 i,' exports falol ilflI)olits ac'otilted
for I/early 12 ptiment (if total world trade ('xports phis imports)
amionititiIg to $46,000,ot(1lo000. In tire demd after the war, xitll
fail exohtittgo pllactie'! I{ rvvtlrlg(}iiigl' i ittclmtiootl tirmd andi intvst-
tInvit, Our' txl OttlRld imports mlly itIoiIt foi nil OtI lar'tger per-
ceIntage of total] world trand which may average $80,000,000,000 to
$9010(0.0000)0Q a yearm If we mre to realize the great advaitnges of
ilttrinationmll tIralde arod h/v(Stlinit o slimt scale, we must tak, the

]lnd ill Scuriing igrt.i..ii.'.nt Or, exchar... ,I.....tices that wVill make
possible all expansion of mhlt Iftieral tirde :tll a iesumptiom of

hi.e x. paSionl of word tr(nde is Closely reldte to oiu domestic
ohijoctive of jlovidiing enlplo3 m...nt forI our woikers and rnarks, s for
Our farrurs. Doirrg the 1920's, oIN..terth of toir agricultural and
Ilii]stlI'r oiupitt Was sohl abroad. For sort of oIt, most important
agrineultural amrd industrial prod uc ts, foreign markets, absorbed more
than 20 percenit of the total outphi, Although our exports are a
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relatively snuidl part of oiur ltotal pItod.ilt on thInn are li\veOlcihIss
vital to "ir prosperiitv. A.c.olg to toie Secretary of (C mnilcl,
our expoits after lihe war imly account for sailes v1lued( ill $10,00,ll
000000 U1rim alIVy. lExports of this nagrtll lollllld w d mcan olb
plovrn.ent of inarly 5,11(00,01) people in ploci .i i for export as com-
pared with fewer thani 2 million bofore the war.

Exports from this country on such at Skulk lil are itlier possihle noo
tl!Sirllbl! 11 itless we are Io! pI p ' io lol/olit poilt a osd i oit1'I Oil it
corrl'spondin sia' That is the only way otler c o u .nt ris ai .e.ri
sufficieut tlol'ar xc'liaiige to py fo' olor clxpon·tso witbhout se'riotslv
dIephitilg h tiir monetal resers. s ni tir of fact, Wiltl I high
level of elmplovnmnlt we shall treill( ltarg. inportls of rmw [ Iltron[illq for
Oll. own produletio allnd wl ql d S 'It litrY' imltori ollrloditie
(aid] ser ices, mimling feiign lrail] w hhi, Ii oulr pPopil ILS, in la rge
amount wheo this country is proseFroIrs· For'Pignl iVeSi/....[it will
also facilitate the mnainteimwe of a high level of lbtuirness im-tivitv ill
this country But stkir htv"st.r.nit, hould b, ihlI,d to Ih , biliy
of borlowin r (olint t ies to develop stliir ltl ieit f i(m (ir sliage il(ltits
to miee thhoi olligations, I, a real senise, tl{'(i'r, (Er I11[}port' are
a basic factor inl hlteririlirig (ti' !xpil'tS Illid ()tir folnligln hiiivstmeitItt.

lnertlnatioal trade p.roblems cannot bie lealt willh ,xclsivil]
thrIough iorllmtay ailn(] iiRa.Cil] rrI trt ()ITh Of th ll colls-
qutrlni' of th iii rl'eaki-dowI of oiilvl illt['11eriu 0lena11'y I 'iojSillo v i tlaioLs
ill tiret 1930's was a general i'rw.est ini trade bImrers A loirtibr of
eOlll0rits, inlli'm1(ilg 1h{ Utrliljod Statl$ incl'eoIsId duties On illio(H'ten
goo0ds. (Coning oat a time of dhplessiol and growing cIrnil(v dis-
order, this inase ini tariffs inevilably led to I.e .imposition of lhigh(,r
diilis IaId to rietaliaitorv mIatslil s b} olh'r tof..lt lies. IIn irollrl
respects import qjnolas alnd ollier adlltii'tlive dVir,,s folr toniroI-
lihu, imports ,,le e,' m or. ,rctstrei of trade thnt h,;iffs.

'lle oi,.lnrlittke belimes tit illlltlntionual iniomtleritv toperlitolio
should [) followed by CornI.o. i ike tinit'ollit iit o'ili for I a er'll' I
etdirtio (iof Il).r'rions t; o 1'[r[ trade. Ar, xtuIioLiO f Oilu trade-

agre.eme..llts prOgrlti.i ullnder tile IciproialI ']inalu .AgrlimellnLts Act will
be an iriiortrilt step oiward gmenral tariff roiuctious. Other cour-
tries shou ld Ib tonriom'age(d to adopt simlar uilt w tt uS.... Bec aOluse of the
imlpolrtnile of ailmilis ativ e dlevics fin restrictling trade, tike coin-
flite is of tIhe opinion ll at intrnationial (oopraitioti is necssary
o iduc and gradually iinhtiutet tlrse types of trade inrestitiotn.

Approval of thre Bittton Woods proigram is esselntial to hfiuIther
progress on Otorimnomini policy . aglellillnlnt on tariff rir ]lt'l0ons
taIrnolt be effectiwe if they are offsetL bv exchaln ge dlpreciatiol; loir
catn langrrenl on import. quotas be meaningfn Iif th{ y ar re placdl
bv 'xchang, coitrois. ¥]ll odrn orily xi'lllng, Illllglantg limitsbave'
beo'Ik maice, prl mp t eonsidilration should be giveln to othri IsHpTJet s of
trade policy.

INT-IIN TIONA L IN VEsIM ENT

Sounrld iinterational in-estminet is art essential part of a healthy
world economy In many instanres dingig the 1920's, excessivre for-
eign io.lsl. were made for iinprodUrctive purposes witihout ref!·erice to
the ability of tlre borrowing country to service thenl As a (cons-
queo'e, therle were numenrolu idefaults. Boause of losses in tlhe
interwar period, tlhe American investor is likely to ibe shy of all foreign
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investments. both good and bad It woul be iunforntuate if this
experience should deprive this country .and other coutntries of the real
benefits of sound illnternlitional investmnenlt for produetive purp)oses.
Obviously, international invertinenat in vol es greater risks thallit do-
mestic ihivestmlent. The solution, however, is inot to altolnon inter-
national investnlment bit to take steps to milnimize and share tile
risks.

A revival of international investment is especially imlportant after
thle war int order to provide capital for tie reconustrueion of tie war-
torn areas of Europe anld Asia. This is not simply a hi unaitliarin
"'eastre; it is closely rielated to onul own prosperity Uniless iese
COntlries call irelIild tlheli r lhobrs, factlolLes, lllId cOllunincat lOnls
systems, tieyare not going to { aulbe to jrodiU, a dI povert-srkichen
contlties do not iimake good clustomnes for oIll products. liTher are
also many regions of the wonrl ti 1h ill nat ril resolrces which ale in
need of apital for their developmuent Amneita nedss IWnallyv of tile

roduots of these countries and wants to share in tile markets wMich
wouldl be opened up by anl inirrease ii teir Iparodurtiviit y and living
sanlldl ards.

If the tUnitedi Staltes is to have a I large volhune of exports abft t the
war, it will be necessary to revive the flow of uinetrotitonal ivest-
mient. Foreign loans will affecIt Ane i-ic exports byv pnoviding dollar
exchange for the puc'hasle of American goods II particular foreign
loans for productive projctrs will increase thi dlremaind for sledel
prodtict s. machinery, and othimr goodIs of a capiti nature, the domiestic
demalnd for which will declin ewithi end of ilthe Warl. Foreign lonils will
also expirnid thire markets for American product je'Ifl lie{ly by
inlcreasitg 10e piod Ieutii V ity ind bienwe o bbyiiig power of othler
icountries. Countties l th l igh livinig stalndards are tile best ts-
tomers for AllleriEal products. Tile population of (Cadntin is only
about one -e ight. that of S.i..th. America. Yet in I 9138 .o. exports to
C(nadla were $465,000,000 while to al of South Anltnrica our exports
Were only $3000(4)10000

It is imosit desirable for its as a nation to enIourlage s.i.t.l IanId p)o-
dretiie illestlrn/llt in ot llir c .l.ut r s. To facilitate paymenlll Of
intertlest and prinimpai, we should encuoirage lolans which increase tlhe
prodiutivity of thi' borrowinig country andI its capacity to ime t its
obligatiolns to foreign inrvestors. To seture the great advanlages of
intenat Itonal ijnvesll/elt, we should encourage private iivestors to
prwvide the capital for prolductive projects iby proteting them aigainst
the risks and abuses that have il tile past been the cause of losses.

The furd will hilp expantd Anmrilai illvestmenlt abiroaf bli reducing
the risks of cxelIgne lu etoationsil aind restrictions on the FiIflusfer of
arniluigs from sui i itviesme nts. The bank will provipde a dilret

stimulus Io foreign investment by nakinig and guiarianteeing inhllrna-
tliolu loans for productive puipuose.

IRIETTON WOODS AND BWORLD PEA(CE

The BMeltOlo W}oods agrelnemets are essential aorts oof the ilnterlrl -
tional structlur, wli iik tte Uniited Nations are buildinjg to help Dton l-
lainr woldi peace. Specific provision has been made at the San Fran-
cisco Conference for ant Economic andi Social Council through whichl
countries call cooperate in establishing a sound ecoUomic foundation

0
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for peace. 'Ih fii(I aIImI ]Ik iue importsit to t0e r ealization of Ihe
)uvlrposes of the Economi I andM Soi. iMa Coinci.l, Many inltIriational

olTIIOTll probleims will idpemil for lheir solutil.n i.mn p !ipt work ofthe find iand btllk ill promoting a blahcll growthih of iternationa
traeh mi flee flow of intiftinatioilud investment. In a selse, ttW
Bretton Woods proposals are fundamental to Ihi Uuihid Notions
prograin forl itrpnaiional (toorluij i'ooprtultiolL

Bvy pIl.vidig fio the ilrimrati(m of unfair mn disiruninaitorv iur-
ren'y lilpatices the .. £iund will Imlov, Ili ili)Otltilnt Solire (if liso(!(od
ilniom Ilatios.hl y cIpllthv nitii onii is I I Vitlal plIl.tt of (Onlulle(t;
blui if wt peitii this (innpeiti n Io degenertate ,ito ('oroi)i, war-

yfare, wle ShlliM rt -velttc ill(, PellOffiit, IationlollliSn WhliCh eoitribttt(ld to
the prlseiil wvi nireptlhion of this kind of warmfe will iuevitably
Illllotlit l-'eutv luaionlll wlI-seut oluzaliO o o rl-p ollllgtI
tioll .. tl ((4) (ll , Iv l $S u bt11t1'h , iS ( nto)rtii c {oop+'rl tiomii illnOlig lnatiOns.
Politial aiioinlvony ainl good failth /lllllOt i)t bulilt lipOl it Il .S(e of ()(C-
]olimi (disI Hnt

coiellonei recoinstruleion of tib wal t -eMas to i ireas o Foi rolope and
Asia is essential to a reestlabisilrtenjt of politiecl stability and security.
If the (c.rtries. of Lit{ world anre tiot llie to get backl into producetioni

illand o provide cmplovynrt andi iiiloome for their' people. Ithe iy ma fall
pri'V to the ci'irlatartt who offers mlilitmiv (oi[l(.ist ils thie Illjais to
prosperit, If this should happe[ ,lr:]i,. all our ,frmts to i'b..ilt a,
deceut tmid peaceful world will bIe doomed to failIure.

'i[h Breltoji Woods plogranl will help to I)....serve p{eae [ivby making
possiblle nIt (xptioII Of il ertat ollt[ trade. Flrilvi {iletd is Filr-
portaint e;ieto the (eCou.O.. v of a velativrly self-suflit it .. c.ttijrtly like

lhe ntnited Stal;l [ll 0 te (!Otlnlhllhs of [titailv (otutlris could inot,
fuclion aalht all witho nintmnatio"il trade Unless lihe wi ld his a
high lhwl oI h'ale after iite wai, I....y Vcoutlndi'its will fild their in-
dnii;t'iy aI agrieuItirt d'pIesl d And wo'ld politival s'tllility
withoutl rensotble prospitirty isl diffi,ult to attmn

B[IWTTON WOODS IMPOpoS I-S BASIEl ON kXP F.]I-.NCE 3
Tihe Bretol W oods agulgl'.iul..lltb aIe blased on1 tIhe Irtnotally ltld

finanal texperi.t lie.. oIf th e I 921s I..d illl 0f0s. 's The period between
the two great wars was clun'mct eriztd by general inktability in exchange
rates gil videsprend ust of uxehnang{, r estl'ictions anld 1diseriminaltory
{urrtoncy deriets of vario/s kinds.

INl itelld ately folowing t he laslt. w a,, iit ista l ne'rem Ies were the
ru, With aI, good deal of difficuhty nearly tiry countty gradua liv
rerint ied to the gold standard. Uliiortuntaely, counties reg4Ihl e
the choice of ueIrrIleV pariti I,s as their own exehlivsIe business. Theere
were no satisfitY t nfoltiollnS ft rati ta ion t[I ] itlluh alssist iantn in
stabilizing urrelncies. As a o/ns e uenil III relative va] ucs of cil-
rewiles velre not properly Iadjusted, and in the first greit ,risis the
stru{ lure built withi so titell strifi<ce quickIy fell apait.

Wihen the great di ression began in 1929 fliv cot,,tuntiesn
somnn of tilet principal raw hinater ili protin(11 ng countries, albardlon4
the gold standaid. Conditions rapidliv deteriorated aid in 1931 2:3
countries, including nearly al of the Brit ish E irpeu, left the gold
standard, eithlr depreciating their ulnrellcies or adopting rigid
exchange restrictions. These developm ents inevitably put pressure
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on otheiiir co ti s,, uil uil iiinlvtilv/ etrvry tounitry in thle wlorld was
(tmncnihd Ih give pli the pIlevious gold parity of i, clurrttiy. li lite
mnealltilm, internaltiontl trnade ind itlvestnntl fell msha plyt a.d. fur-
thel conIlliiration ma ISll]d ill.witblbh bY COmplettiiV exchlage depr,'-

S ciatiol and IunllerolIs iestlietiols and dlislrinflliials illiposlsl o1il
I he t>xeharges.

POIT\VAR PkTTERtN OF EXCHANGE IRARES

It is genetilly !ecogmlilzdt tihat the serious eoiolnoi dislocatioinis of
the War ilhlv, tlendlered ilinapplojrilatle the p pawrl[ti ent of rates.
Thelir realineltent, th{lrl'fort, will I), amonlg itl,' most urgeetl IJ.obie]Ils
thait will have to ~ delt witli m ilIe Close of te wllar. If lft to tle,-
selwes, sonI o (outlllr-ies wouhl ,elk io establish , ,lhtivlv loy par
valie for their !1'reliiC, while tli-s wOulOd atteh[rt, to Illii.tlill all
overvailhl] ott> T hi s I ixavtlv . I walt hatppened aitlhT tIlt h1st war,
with Inmufortirate Co'lseql enees.

To avoid repeating the mistakes o tile last, we miust recognize that
exchbinge latPs aler all ilternlaltiolllln probe alld we .i.tis pI .. ))Vile a
Inlel[is for iitetrlminiiig exchange aI'ets throulgh itetuillatioIllh coo'ivra-
tion and consultation ratlier thin by unilateral titim. O nly ill this
way will we ablel to establish xIcglng i rates in confolrnity witht the
teconmlih realities of the ,ostKalo Iermid. If this is not donte froil tlhe
outseit, tlhe achinev eiit (of izitnationalt eCOnomic stalbility will be
uIndir atil ii.........imiiitahle h.. iii(ap. T'le prolem is lll'gent lail most
be dalt with immoediately. The fund will fh ilita, di, establishmeInt
of orderylIv xltll~gs by requilumg inii] exchanllge rates to be deter-
Ilined ill t'osri.tt.. with l. l.

Aftr initial ex(lng rates or e eestabllislhe, steps nlst be taken to
provide an oludll'l meistlls of adjustingl aln ll.i..ten)eble !xelianrlge ]lt if
this l)ecomlens le{essll.v ()lthrwise' we illy se( I la rUllr'Mee o(If tonl-
petitive cmnr'rl~y dfpJrcittio.I after the war. UIder the fond agree-
tiat t (Eiollntry IVy popos' 1 haillt ill the parity of its elIIIPtrV
onlv if it is essential for (orretinlg a fundmettl disequilihriiim, jd
a b'longe Itly be made only alpl' olistiltatioll with the fund. In this
wav tll fliud .Iits thile santilion of inlteil'tatioll]l agrtment oii olrdelly

xchfltange alraLngnileiits andi outlalws omllpetilive ex'hlllnge dlpreia-
tion.

A coneoimitat of the WOllhd-wi. dtpression of thile early 1930',s was
the widesp'read us.e of unfaii exclhmige placticcs As us dii by tI ag-
gressor nlatlions, they werl instrulnents of t!ononle warfare. There
is real danger that bI;ocaus of iha unicertainties of tie poslwar periodl,
countr[cs will again bI temlpted to use thlese, devices to faciitate the
restoratioi of their position in world markets.

A special type of competitive currency dopreciation, which was
dev elopedi bv soteic coutilntls d tring Lie 1930's, is tile maintenance of
differelt uses and valurs for the same currency for different purposes.
This device of multiple currencies was usedi by Germany to secure an
advantage over Amnrictan and 11tiish exporters in tho Latin-American
markets acid to bring various Europealn countries into tho German
economic orbit, tints making it easier for Germany to prepare for war.
In effect, through its 35 different kinds of muks, Germany could ex-

74670 45-2
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ploit every possible market in which it sought economic or political
advantages. The fund wouldi forbid te use of multiple currencies.

Anrother dc ie for restritic in g an( directing trade which was em-
ployed in tihe 1930's, especially hb Germany, is thie ilateral clearIin
agrooment. Ill many cases, tie (cremanr exchange am thori tis refuse
to permit (ariuna, ill porters to buy goods abroaa( unhlss tie exporting
countries agreed to accept pl aynmnt ill G erman goods. I)uring tile
period of G(ieuan lonquest,, bilateral clearing arranlgements were ex-
tended to all tie occuipied countries of Europe all( becamoe tie basis
for compulsory multiiilateral cleatring thriigh Beglin. This elearing
schenime eilahlcd (irnaiiny to exploit occupiedl Euirope tiltrougl the ne-
cumn llnion of unpaid clealiig balrncess to ile, extent of tens of hillions
of InlRks.

It s]hould not bit assumed tlat every country which applies restric-
tiolls on tile lose of foreign exchange is in fact guilty of eccnomic
aggression. When a couiitryv's reeipts of foeign exchange are inade-
quate to pay fior all tiIe imiorts anid services its people want to piro.
chase abroad, it milst findl somie Oeans of iiniting t e inurringi of
obligations in foreign exchange anI encouraging thire expansion of
receiplt.s of foreign exchange. In soime instances, the ise of exchanlge
controls for this ju ppose my be wi olly t, desille. 'lhe dainger, of
eourse, is that sich controls mvay become instrlmllenti of economlie
aggression.

The need for legitillmate lis of exchange cOnltrols will be great in
sonic coounlries aft r thile war. Oiir oh etive is tI see that rxchange
restri tions tire kept to a 11mlimintl In1 that thev do not bl, oln tile
basis for p!rniallenl t exchlng iontroln.o The fund recognizes that
cotrolms a;re essential to p1revnt a Iapibtal fiiighl, but it reqlliiles that
such conlrols sld ilit lioi l. 1scd [ as nlleans of retsi{tilng trade and
otheir current tiansactionls. 1The fuidl also recognizes tIht ill the
period of trtlnsition aft.,r (he war, sopme couitries will have to retain
certain of Iheir wartime controls. Buti all snuh contrtols must be
removed as soon as a coulintry (all do sO.

DISRTUPrT OF TION ] MUTIATEIRAI PAYMUENTS S
The devices of cirlncny warfare io11 only IeStt'il the volume of

world itrade ibut divert it into iiuneconomi i chalnels. 'his is Ivious
in lihe case of biiateal Ilealing agreements, under which a iountry is
paid for its exports only if it imports equivalent amounts from the
other country. The blocking of payiments, and particuhlkry the pro-
hibition against the transfer (If Nurencies to third eonltries l oas the
same effect. Thes e practices destroy tile foundation of triangular

jrade based on thle freedom l to use isecei ts ill one country h, pay obli-
gal ions in anothelr the system of m tutilateralpayments.

No country can strike a precise balance in its trade with every
otheor countlrv. We have always bou ght more furom, Brazil than
Brazil buys from us. We have always sold more to Canada than we
have bought frmni Canada. Brazil, on the other hand, generally buys
more from Britain than she sells to Britain, and Canada sells mnoretoto
Britain than she buys there. It is important, therefore, for Canada
to he able to use her surplus of sterling to buy dollars withl which to
pay for the excess of her imports front the United States. Similarly,
Brazil wants to use her surplus of dollars to buy sterling to pay her
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obligations in Britain An exact balance cannot he strck between
two colultries without extensivei goveinmr/ital con trol over trade.
But a ba laene cant be ]ealihed inom eqasily betw een any one cou01itry
and the rest of athe world as lonlg s theft is assilrance of mulfilateral

A sxs 4e owf imltlatedrtii .i.yrnitls ipeilts cai coulntly to sell its
exports in anyill market ill wlhlh thil is t de llad; it pe'mitis th
counltry to biv its imports in ayli nlirket in which Ilhrie is a supply.
This is the oniil possible way iih which trahd earn hI conductic on
busilusm' plillcipls, withI Illsh elllll ini all( Ollll outrii.s compei.tingto sell
lth best p)r.ltiet Aii Ie most attractivi price. [Sit this type of trlre

is possiblh onlv if (,Ontl'iii an, free to use in anly outz.i..i. tihe pioc''als
of thcir exports to :dl countries. rhpe alternaiivc is a systemrn of -
striteld Iii li ri, hll a couitrN mniust iimit its exports to eacl eouiltry
to the anllaOint of illpolts ii iS plrepale'd to bily frori that lIc...trI.y

TI' el [~ I hl islinltu of tih fhold will make it possible to itsior! the
st eml ofmlltbihIIl ... I .i..enllvts wlitholnt Ilell a lhrge ¥ollnr Iof world
tradi ;sill Ih itixposgsild. Under tI1h find agrtentelnt, .cotild'ies Iafy
Iiot impo;e ['SltiwIions oII dalilArs ill foreign Nx{hIotDIg which irter-

thi eirpt iphrIpationl hlries. Tl'l i.i.sl also ritnovc the
(lIUl(l\ SC li'tRictimis iliH discrimiialtioi s that halnper It .. d I l hle.
A,4 c X feptill is 'Ilei for' ortlri('s that ullst deal withi the dcts'ta-
tiho andt lisitiptioni groxing o tt of till war ' Bitt such ouitrieS must
r]a.* theJi restrietioms p ogresshcl\ aINd tilh iSt rPTemove Ii Bn en

tictI, IwieI the? I cit dh so- xit]iollut Cxssix c hti [ from te fiinii.l

[/. ANAi 3t5I OF. I4E, loI ND AND BA1NK

'llin IIlCltlmlaiioltl Io(} tm, FIuiX llldI.. Id tilll' 1~lDiltioltll Ba.. k for
It costuiCtioi, It... I])cDv"lop1 1net tre ilntil{dh to be 'aslrate orgatlll-

zt]io lSpelrilin... 'il]hlr separate Imasigr'lclOt. Although[ ihe onld
atld bank wuill eoil[cnlenlnt aiih eothelr.'. ]sy are eig...d to pflfol'1,
difl'ercnt 1Il listill'ci fuictions. A high lclgrc of ooi ee ralioni betwen
the to, umid qhe ,(n cmnm a.l. othci "inenalliomll orgitizatiol!, is
nevrtl'thheos, csselntiail The articlS of algrteentitl of I]l.e fu..l.t and
blink poxic for tlolich coopelatiOi.

'1111 IXI-ERNArIONAL MOFlA[FM FINi

Thei fumchn ...ie ta] I....O of tit0 [e I tenlatinneral monetary Fouid is to
facilitate the cxpansion mal balanced growth of intainaatoral trade
Iluc .iVesi ntlim t Iv pioviding all ei'irtllmilltt of {ull'r in( stabhiity arid
order in wvhich intern/tioinl blilsiness aln I flourish.

The Assentil fi'ttljels of tie fund inav he suimmarized ii the follow-
ing fO[ litt points: First, meml[ers of the filllld recognize that

inturnational nton0taLy probhlemIs .ti. a, nterinational responsibility
aild callI he solved oly thIl'ough in1te'national cooperation. Seeonl,
nrln I "lrer agre'e to estl a GIlsh the paritieAs Of their curl'enoes II conlsults-
lion willh the fn I nId not to A(I mie I hes pa rit ies except a fter consul
tt tio in w ith tie ou nd orn 0 wi t its conculrence. Third, membners agree,
after tii poste, ar transit oil, n]t to impose restrictions oil current iL-
tornlatilo l transactiotis a]d to r.r..o. Ae LIe resti'tiou1s nOW in effect as
soon as conditions permlit Fourth the, fund will helpl membars mail/-
tain orderly exrhanges by offering them temporary assistance in
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liiLited lamoutils uld mILderi adeIuatv si/izlid4 to sl)upjp llii ' It's of
tht!ii )wFI riii(iieiai O:S(I'¥tCS.

r i STAIIIIAiAHO OF EX(CIAN%1; E RAIS

Tillp fnd is intenlded to sct ij, lrderly uiangi.....Is, i}t will [lo-I
mrote exchAlngi stabjlit and i..linillt (fol:ptitive ex(l]limg( lh,.pri.ia-
tio . Eal,, I 11( iit(Fr's ('h111TI'te,[.II itst Ilnld[ o ill ..ills ol old or the
United Staifs doblu' of the [reset weight antd fIn[ess. kefo', thte
fund illI begills opeiniril ..s, I hi wl... Ii.ii.] i st .... I grlT , with ilI Fu...l ofilth
paiity if its lurrenyv The fuid wvill not .acl...pt a proposd li.ritv
whi(ch ovt'llvallus or Hmd(r,' ilu'" IIfe ¢It I , a. gal l ;ii'll tii} h1d
to excssive is of { lie fudI by t0at eul, w o Ill 'l ' " If v p 'ity I

(*1 bet~ a~, grittl 11!)O11, II! 4!11H11V'~ !: B .I 0l~ V~ t !;~ xllihdl,viI
frolmn iierlberslip. ot' alch pa vllel l id tt, dIt,1i1lilll, i it i .l.l ebe ... ist,
keep oxihitillgt [lIt, Ilaiible withlln I pl'(&{!lit lbov' oi blIlo\I the itl, -
IlisAd pantyv

C1,11"l' ill thie pal valt, of at I' r'l'T*v IinV I.. niade oly xk1Oint
4>lli).Ig¢ is iti, Isi' ill0 o i,vt liiiit luiifl igall tJi.c.. iil i ;rwllirVs
inetv]'ati ... eClllonIolic posiioln fiia I'ldql l] 1Own i ... t)' l o llntulfll\ u]I(
ithe fired B~.uaus of the disr"ption ill h"elllltliatllld ll(I i.l.. l[ iiicZ
flolhut v Y'lUS oit xl', i ,,I iill l If possiie to fi i hh critainily the
tapprnjiiit pahiiis o1 all ciliiuitI' S. 'O ipeillet p)'oni)t 10 ... i liipll
(of tiitl -n hlill.. l ... i..ll lV ggh{ aIi, Ji J0 )(,I '!HIt IIl l Hll..V be
filed IP V I I ([11i11' 1' 11 ccu diili g I L [ l \t IMP eit I t'(Ijll tilli
its ' O ilIk. I 1(0, ( IIt { ll otlh, ptiump su , II..it' 1t Ill tirity. ille I
ill oOlliloi Ol o[!P(, t [f it IOlII* ' tI l& [oIl, letitlyi O its hiilFi' i V

destpitHt1, Ont I ,Il i. Of lbh ij. nd it bIorvies itliiilbl, to Is' ft}
l't' ~ll t0ll, f ill an it IltH I),' [ ir to xl irlit'm IFM ll

me.. bvlwt ip
rThe1 1 uz llI',hiJ) i t u, uIn ,ill iihhqI .r',In'ies jik {]iff',..nt

type, {, poliltwaM and sll'· lii oga!m·tjll.iio Thr O1mii fall le;('tf n it,
illl)o Illll rifu tii1,s f .l.t.iI I i fl1 it it" id";i Il nfll O Itx il h 'i itit uS i a
on peiitll -oui..i. po.lioie's hw i ttu ot ii hIt illd' vili\i'v l,'cl oille'r
,ountlus( Foer this wt'lz.)lml, -II f..i.i tI 21>.IIePl Irl til t' ll lif g
v, ...... ill ]tahity is h('l''S lily to (o [..'t(I 1t l)/l'SiStlt 1ilV i, lhIt1iOni,
till' Jii ll ' ill t bIp, t i .. t.ly.. bor('ai ilt Loi lOt ni, ,t.llll' o l ofl t i
il![ulb ' tl' Sdotntii fl , si{'ildI, alol( Ij']ilil .p.qS. Froi (\INFilfpl)Je, Jm Ii
f.o. t.iri}m>t objt to tl tu, j"'i--ut 3 tgranril of ai mllmlh/' ..IfIIt l'.
of if s jlolipi] l llSli'S as Plie soi'[iztioii of alzo ll O iilohi'tlv In
I he p o}llo of I Iw I o~nir, thi ... isI1 I t jtl'o]ptl 11, I "'ss l I llI ]it]nIti][t ]o<t.
The fuuid must eoliei'n its.if only ith m .iatters that affect h iiilt',-
IItatiiI lli "('oi liti poi I OI, If Ol i, I iiltiieS OH Shi II, IMuatt's the
flnld r,'('ile] rl'e lo Xpr/'S its Views to lielt)t'ls ttld to Itilim, its
powe'S . t. . I' s (H fC t1o Ilollhilltiti thei fair-,Xcl ....gi* lprticl<' osst',ntial
to a pi osperotis oritd

ELIMI ArION OF EXCHANGE ItESTiI('ION.

The f agewillt{ nffltlit jlo p'vio les that nwiiibers shillI it pose if ipot ,-
tions oil payn i Iits a, id transfeil for (hiilrl it i internat I oioa I tIra Isac I onls.
For exaiil1e, under tle fuInd, Mexho agres not to impose restli'tions
on tile use Of dollars by Me xian impogrters to huy goods in the U inited
States. Moximo a [so agrees to perilti I tin ell-u ani It I..h has acequired
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D-r'so i'ts a cs iii, t0 (lilTeff I F lll (ti lls 'ii[ ii] Mexii Il Illln 1 l nit'ldl Lo
,OIIVil it½,W pos>4 110to dollais rThis Iii(fals that, r.r O I[' b]- d , nw
It United Sitates and Mci 4o wdollls ill hr noidic avnilabll to pay

in llirn ii a tn tjloltis h should l be ahld tit. ti satlll povisieonl
W [ppli]s to the trnisfer of elniniitgF oI iuk ¥stltliits and do tiht rl')atl'-

tion of aliol'tijztioill Oil bo(i ] i illltd [rpFu(tittoll II dIilj(it illestlnliuts.

'Ilu. fall(] niagleelliils ilo providts for tile prIhogressiv, r')1,11ao of
di,(riminiatot o' (.t.rri.t1(y u' nran(g itS, mull ipt !lIr lwv prart ices, tind
other b i .llli-iiev dlvi.o Is tilat .i... d.estrtl tivi of itle iu tiltdl ln lll t i.iI
ietment.. SuI:l i'est ItiiolLs atr 11I5w inposed ilk .i. ueall i Otuntri('4.

ithII the cstat Idllsihiit of thhe fund they willI be (nIIiIlly re mOve. d iii tiIe
COru1in II hic] If ve 1ol suhlered dpvll[[Ittion flnt liwnly action or
s{!rious disruption iln Iheir nitlllnatiOtlml (eormofli(' I't!laliolls toll lrry
oil i lie \ir.

'il11 rRANSIiTION pER=IO

The signili..hll objective of the fund is not lhe innilldiat, (Ilinli-
lation of every exsltiig l iilitIll o xcllhag, trallsardolts, but
tagilrlmlit ainong aill (oultlle, Oil, t plli(Y of rtnLlllng these lmitat-
Lio.s Its SOO ils fn'1sit)lf, 'lloin (Outlijes [)atiltuladlv d'IplkIlttl oft

foreign trade have ld'atirally curtahile tNportN ill ordeF to devote
all of Lheir pitolaodltiv, ISOuiCI'S to wit They h nw , sffered tie loss
of large part of thein mrinelamt flee(. T.he, he d isiposeI of nifny
of their foreigni iniwstrnmnts and inuiried large foreign ldlrhittesdlnss
to Irry Yl tII "a,. w ()trlq O ourtrli.es. hiove skutifiend fronm 5 yel..r. of
svst!l tlair spoliatiom In fail'la'Ss to tihese olltlries, lot ill our owi
it lestgl ttl? nillI ;( gl\ll t 'ille 'uId IlIr1 l to Istoi' h heuili tll tllil-
tiohal tolloonili position i11ti x) tIeSlIme thOir plac, ls ilnphortlWt ex-
potisng alid ilmnpoltimg :ouittlles

In the iilildiate po'toiar poeriod tlihse couniiitios ill expelience
illulite sihoitages of foreoigll goods, Their milalnlufaltulrrs farl'ers, flia
n(I ['' tilts will i eager for imports. At thle soimle til.e their export

i*tndltstrits vi ill jot i [ Many ales hulvt nrovI'd sfiliciently to pro-
Vid l all fadeqxUte stnplv1 of foreigo Xillg('. Sutl(' OllitI i(is. (luiltO
prop'.erl.y, will wnlit tO (ohll'rseve tiher nrIouttirv reserves fo .se if
greatest imlortlmtce in II thlri etonstr1,(tioth inndtlding the strengthraning
of tl il nloetlllal¥ SV stel1ms, i ltil] ti,4 y hayve ,'estanlisbel their explort
trn4ld and cI'at igail permit til uorestrictod IIe of their currencies
ill in teriinatiional trade.

Nor is the fiilid (designed lo ... !et th£ larlge ianld ulrgent tie eld for
fllrigl txnalallg on Ol tilepat of l- adinexta+t(ld ('ouoltries. lThime gold
alld foreign eXchange re[sourices of Il1o0i of thesie coUiiires atre limited.
Ii is inemilaluie, thirefor, e iha somic of the existing restrictions le
contiinue d until tll{,s 'ounii s ti abs aahiee anP tto aiii tti u)..iaio te
bIalance inl their foneiwn paynmentr wit.hout the aid of sichi resti ltioiLS
and without excessive res'rio the fmmnd.

Fot ltis eaSoi, (htinllg the postwai ti'Tisitioi pejIioid tneril)f,
countries nay jet ibm somlr of tlae x'xllange restri(tions which have
been in operaltion dnI..rig tIhe war. (Coumities bhieh have been oncu-
pied by thie ennly arles pelmitteld lo illtiro041ue lew irestricltolnS if
Iec..ss..'v. These restlrctiols will, however, le supervised by the
fhll,[ aild when la ilr estrictios alL re nfo lollgel tuecie(ssl'v, tile ilenulbe
wil be expec ted i to remove thienm. A connir that persisls inI retaining

11
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Unile!essarV res trictio ns af itcr tihe hind requests their I-'niovil itay be
declared ineligible to iuse the resolurces of IhI fund and may be
required to witihdraw froni memnershilp.

SCA I]. (ClIREN(TES

'Iiie fiind ag.reementit prv ides for tihe possibility of the development
of a scarcity of a melnbher's currencty This ¢,ulI happen if a it ountry
sholuld iave a persistenti la Igo favorable balance of payiiients so that
othler ilei.rnllrs e ol i w hl e (orced to deplete their mollnetarv reserves and
to purcialuse substaniial an o illits d lthat eoii trv's clrrenev front the
fund.

fThe cormmite is impressed with thile evideie that 11 s.ca.lly of
dollars is not likoly to dicvulop The only timen a scarcity of dolulas
ocl-teu'd in t ht past was iroing the 1930's, wh en deJ),ssion lrid
politial instability nsulte. l in a IILrg( light of capital to time tnihtd
Stailes. Irder tile fired agreement countries carn moLtol capital
exports a itI preveilt a scanrciv of ldolhnr that might result from a
flight of capital. With fairly good business conditions in this .. nitntr ,
ad wilth a revviII of initenational tradI and I vestment, o thr

ounutriis as a gigrop sitouild flind If e a.er .l. ng supply of dollars adequnate
to pa y for tIir i ports fronml the United States.

The iind nst, holcrtibless, hitke account of thile possibiity of a
scarcity andi it luist milake provisioln for dealing withi thie prblbem

iWhein ti fund finds that a genoral scariiy of a uIrrenc y is developing,
it maov issou a report setting forth the callses of the scarcity aind rnakil.g
recomtmendatjonts lookiing townrdr it s no rection. Tile rloilnlleda-
tiens wounh dIipen oil ot ihi facts in each case. Tile scar.city Iould be
due to inadeqtlate imnports by ole coi lintr¥ or to &xc{ssive inport s by
other eonitries, A report by the fuid would taket all those faclors
into ionsidtrationl. It should be noted that a representative of tihe
country whose currrlcy is scarce lmust he a niler of tile fi llid i
committee that prepares the report. W1,ile a country will he hound
to give (o ,idesrtl; iot to thile reconmlllneindatlon the fund Bmay make, it
remains free to take iwhIatever actioli it dlms desirable ini conInection
withi tile recoelnelldatioiin.

A report on thie possible scarcity of a currency nmay be i.. d whiile
tile fund still has an amnple suplply of that currency and nmans of
ohlaininig more. IBut tihe fund nay, from a consilderation of tilhe
bala i. es of paynwents of nornhl)rs and the current demlniids rilldno
upon it, find thiat a scarcity is developing. When it econles evident
that tile fund will not hi abilie to supply thile reasonable deiailnds for
, urtinll y, the fund will declare the currency scarce. Thi fund
woll d then ilt ake further sales of I h scarce currency withl due regard
to relative need of niemelllts, the general internatiolnal economlic
situation, and other pertinent considerations. Thle fUltd, of :OlurS,
would ni]ever comipletely exhaust its supply of the scarce uemrrency
It would be receiving gold and some of the scarce curaeny from its
oth lr tralnsactions, il particular from tile repurchase provislons aind
from charges. The fund would also he permitted to borrow a scarce
currrney with tite approval of the member concerned; but a loan of
dollars by the United States (lovertmonvt could he made only with
congressional approval.
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It is necessary to stress the point that the fund cannot create a
carcity of any currency. On the contrary, the fund will diminish

he oscrcity and may prevent it from developing. When tile furnd
ctsit will simply recognize a scarcity that exists and provide all

orderly lrocedtre for utilizing its own and the scarce currency
resources of mnembher countries. This is the only reasonable way of
dealing with such a problem. The alternative would be to allow
each country to take such arbitrary action as it saw fit.

Thile scarce currency irovision does not, give countries the power to
do anything they (oubl not do in the absence of rlie fund, or would
not be compelled to do without tin fund. If,. for example, a country
fouid itself short of dollars asid was unable to ac.ui re them from tIe
funid, it would be bound to take steps to limit the dollar demands of
its nationals. Without the fund, this would take the form of estab-
lishing whatever controls the country wished. lider the furd agree-
nient. tihe limitations may be nio morle restrlticv than is necessalry,
and they must be relaxed and re.moved ats rapidly as cor di tions per-
mit. Furthermore, tie views of tile U nited States wouId have to be
considered on tiie administi ration of ally restrictions.

IXCIIHANGE OPRAtRTIONS OF THE FUND

To help 0o iunties thai abide byi these fair-trrciicy practices, the
fund will have resounrres of 8.8 billion dollars, subscribed by all mnrm-
ber, in aordnlLce with quo tas agreed upon at the Bretton Woods
Conferen ce 'Iie subscript ion of the ilnited Stattes is 2.75 billion
dollars. Subscriptions to the fund will be in the form of gold and
Iitional cuirr(encis-. ThI gold subscription of ,aloh muember counltry
will be 25 ptelcent of its i uoLa or 10 percent of its net ofiii al holdings
of gold anid United States dollars, whichlever is smaller.

These resources will be available for use by the fund to provide
temporary assistance to countries when their out-payeilnts on current
international account exceed their in-payments. This is especially

important in a period of depression turing a. b1usiness cycle when the
decline in international trade and investment pius pressure on tilhe
balance of payments of some countries. Assistance during such
periods will give eoumtries time to make appropriate adjustments
without havilng to take such dnrastic measures as exchange depreciation
or restriction of exchange transactions.

Member countries in teed of temporary assistance to meet current
international obligations are permitted to buy the francs or pounds or
dollars they require from the fund with their own currencies in limited
arnotrits and in accordance with specified conditions with the obliga-

lion to repurchase their own currencies from the fund with gold, or
with convertible foreign exchange, as soon as they are in a position
to do so. The resources of the fund may not be used for rcvonstruction
or relief, or to meet indebtedness arising out of tile war, nor may the
fund be used to finance a large or sustained flight of capital.

SAFEGUARDS TO PIROTECT THE FXUND'S RESOURCES

The fund agreement contains provisions which are designed to
p"reent the misuse of its resources and to protect the fund from loss.
Phere are both quantitative and qualitative limits on the purchase of

foreign exchange from the fund.

13
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A nimlllber lmaly purlias, foLeig exliiiuge froilln tle funid for iits
owlt iCU11rr 1CYv for lthl pui'piose of I iai{g neicessariiy paymie.ts ,vol-
sistent with ihte provision of the fansI. lTh 'let a, ount of ohne figna
exchmllgo at ienlhber putLrliases ii li any 2- onlthli period I, )V intot
,xceed1 25 Ir I( cnt of its quotla. IL Ilay not purchs! fre g i1 eiX(illg e
fromn tliR fun or its ow, rurrelney, Ihowtver if the fund s holdings
of it, -cis eoxeetd its quota by ets percent Thes, limitations
may hbe waived onli by spn,,lii actio of tihe f.und, and the funil may
ilx,"pltl wlat¥evl tirllns anid conditions it regards as in te intlelrest
of iire fund 'lm members, inuding a requirement of additional
collateral in the faornl of gold, silrt, s-emite, tes or other acceptable
tollateral. WI hellver tile fintl is of tilhe opiion that ia Iln1mber is
Usilng thll flllt('S I'eSOtIrISI it t IJlliannie,[ eolItIav to tie purposes of
the fund. tih ilenlbeer may Ie diclahrel inmligilih to use tihe fmd.

'rie, alie also pmrovisious reqi'iiingl members with llonetar-y Iesllires
ill xess of their quLottol, to us, their own reserves ii equl aillolllunt
with their use o(if thi fiunld and t¾ lepilia'lseLh ther- elllerlejie FioII
dile find as their gold iand foreign (oxhtlag i.serl.¥ s illncrl.nas. Thle
p/mtpos1 of ilese repull'llas, iquirnel-ioi is to islliir thile rvolvingl tul i t 'eI of the fund'soe I'lS Thus, the flimtxiilt always be
tIhl ing io ill lirl to its aiginal pIosition so far as the coIIstittlm on of
idS 11ssel S I$ ( i.lll..lnl ..1.

'J`Ie, hinld will be adqiuitly pmotettll agaiinst loss f-on, its opera-
lios or iiepre-milion inI ithe ,uL of its assets, as shown by theII foll-
rin piovisionsh:

]. ['1(1 inemitr must subs ribe gold ind culimrtlle to tlite foud ill all
iltliit t equall to its tiln. A iountr lyiig foreign exhilang, f.roml
hr, fui. must put up additionalI amllounlts of its eurrency egqmd to the

foreign xehangl it buys h-omi tile Find. Thelrefore, th, finl will
ahaqys hold Ihl' t w iee as lit.it if a illtlrlber's eturrelecy els the,

iuu.to..il it oa;4i't tIte fund. Fuirthliunore, the funid's (,1'rrncy
holdings w ill oilivy specia l gurI'iarics as to their value and their use.

2. All c(lrrenies Ihlld by 11ie finnl will beat a gold value gttaranty
In the eoent of dprii.o ttion, the mroilbel must supply anL additional
aruoutut of its 'urrn.. y tI o mainltain intaot tile original gold value I
tile furLol'ns holding This lsgurnlv also ,1pplies to cunrelv wv.hich

ithe fire sells to settilt thI atcountl of a toitlitly atlt is li) longer at
Illenillb.

3 The ct'il-erL heldi by tih- filred cannot be blocked and adtheir use
for tie purposes of the fudotl cannot be) restri:til ihn tnY way. IEtvei
a fier a etontIT withdril laws frmn nItIn u/t rsip, it Milust pel-mit dw
unrestritl use of its u yii-trr Iyeld l)y the fund ill thei puclhase of
goods or le' p'tayment of obiigations.

4. If a o-ou'iIv withliraws Fiom lie fundII ur1, it muItl redeem( in gold or
eollvui-rti] h exihal.ig, nrly ullreilev thi fudli holds in, excess of is snl,-
s,-riptioni. If tihu country does Iloi blv lback its url-l-cy, tille fund
may liquidate its holdilg; iii any markent Furtherlore, anlly m mbiler
thlat lineeds s-l$ch c[l'...y vlrTisc t lllaslurhas, it fitenm the flnd.

5. Ti llrind . -ill iOl pel'Imit its Il-sOlll(' to i used( to sli[):port at
,uriree y if it believes Ihl iex-lnh..ge rate is initenable. Ti fund will
not. accept a proo .sed gold prarity fo, a currenyl. if in its opinion it
eannlot I, mhiill'lhleri withoult ex'essive use of lel fluldids 'Oisll's.

6. The flud will Jnt b-gin oxbange operations with a comlltry
if in tihn fund's opinion such operations would lend to ius of tile re-
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so'ir, e of the filial ill i;t JM111altl.' q ll It) ivols I)pPmoses Or pil'iCjlldAi{ial
to its interests.

7. A incllbir t1iIV not Inaklt . i e USO of ihe flllldis iesotirte to mintel
a huge or sttstuit'dtlutflow of capital. rfh1 , fund niiy tqtOire a 11t'
bt toA pre ven t A flight of Aapi I of Sigiilicatt* proIoItills to aVoidII
insiSiAS of thll' illfld S IAiSotlr(s.

8. 'IhI fillit (iAl t1 illy tan il( ,ISOp o II ii B/ll l' frIIomIll A1siig its reSOlIlrtCA(s
colitl'arv to tihi puirposes of Il fujId. Ifa n mib violates" thi, p,
visiolJS of p Illl "id Will l'sJ)W(QI to th,1 Iallintimtiall( ! of Lthe ]paillty of
its ('li'l(II(', ti lq'l.. lilLt]ol, of disclimilani Yory 4IeTtlcy plactits, O)
4lv otlllli provision of thoe f.ii.m i ngtt.l.llit, it will bImoine ineligibi
to use lite fuid's ,raii' !s it nnay LA reqillid Io withdraw from

9 The fund will lxvy it hllaige of thieo-fourths of I perrcent on all
I tli'rernI¥ {tr'natttionS iold additional (hkit Igeis OnI its ,!AL rrnv " V holdings
whellevet tlivy tx,,,d tie (jlqtal of a A:ountry. hles, ('arges in-
(rcaLse piogrtssivlv willh the aini.ounto it t o oullfrys turell yblie ld by
tlh fuIid aidn time i ulir Milg chii it is lahl. \X iill inior cx(tptions,
all charges a.r{I pyabh! in) gold.

,,itlt rlasonablv goold ialllgrIlnlelt this sIfetguards should tissu lr
th{ pr'oper oplratiioit of itie fMii matl thi protection of its l5'01lics.
Thile stallmizdtioni fintdl of tlie 'riasurtv is Oeltratd i[t th, sal gtenoall
111iLaltio itS proposed for ti( lfntrnai.lioial Fund. hut ' ithut some of
Ahl, ]noth imlporhiant safguardIs Allihouigh ourt stbilization fundi has
11hlldlitllC(is (OimiiiIlL diggl([gating htlaidretds Of IaldiliOllS, lot ollt
thillar hns beel lost ill co....elltoii wxith tmiy of its stabilizalt ion IJt'e-

flu! 1s.

TIH; INXTFZRIXTIONX L 1A NK

The In1trialtional Bank for Ie(onsitruction and i)D lopti
I ocognizes t[l, ]iieed for tloopeiatioll Ill lIIConlilgifg p'rOdtiltive il lti-
ilPationaCBlnv~stnnii in Ath postar period. 'Tlu (oirtries llat lAhwv
been devastatd by tie war xlid 4In, counlt di(es that lack mIodorn Imanis
if priodlirtao, \V i lli Awe I ignii i apital for rtvonstri lio t and dlevelop-
menl It is not intendlhd how txx r, Litlit til bIanik will hiiulh all
foreigl/n tilstiliblts or ovr al I ImnajoP poriioll of lthem.l Its l will

le to pick ,p whi're pimiVtt iiivestil'iil would otheriso heave IT,
and stimnulate addi iiona[ investnrliet t Iirong! I slit s d ianelll s
by g tuarlll/Cciilg ioais tlhat lit ,t spceilied rquirernitnts. To ecrly
out this prpo a tie baik aill ihav capital of 9.1 billion dollars of
whiceh a}ioint ti[ Une hiltd States wil suihscribe 3 175 billion d o lls,

LO.NS (I I'A[TfqEN ) Oit MADE B] THE IIINK

Thle priincipal busiints If ti{ hank ll ill be to gluarantwe bond of
fvlreigni gote llm'110)1tS llmd (orpoirati)ios sohl to priv at ilnvestor s if tile
lotulls (inhilo bLA soti'.t.di oi1 iilSOllilbl ( teilis it hoilt tie bank'lls glit-
allitv, i, earring oui this pjllpoSe the bank will fittion S],lstal,-

ialiily at folltows: 11 will dleilmiine thile soIIuidiness of a projet for
lhckl n iloii is sou.ght, nIid its capaitily to raise a coulltly's ploduclltioll

atill to ifllprove its foreign ,exchahge posili.n. 'ITh, banlk ill sec:iure
IIhe guia-antty of lthe goveirnmant of the coutlivy in which the project

is to be lohctied or its 'entral Ibank. AndI, finally, it will add its own
gua anty. Tihe risks associated withi inviestmenits Sponsored by tile
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ban)lk thereforoe, wvill fall not on tile investors. nor even onil any one
country, but upon all menlmbers. All countries will, in tram, derive
benefits from tile 'xpansi() of intonratiomu! investment.

]it some cases, it may not be possible to raise capital (conveniently
through ga ran teed loeas. 'Ple iank may theti se'rve as i,,ter-medliar:-
between iendes aitnd borroweris bv selling its own seticurities ill t
market of a member counllry and, in turn, lenidlig directly to the
ultimnate borrower. y tLiiis device the bank will ibe able to consoli-
date urnetous demands for small amonurrints of capital and appeal to
Lhose investors who might prefer thile secutities of the bank rather
than those of a relatively small or unknown borrower

Thile bank may also make dirnet louns out of its own capital. Tilhe
total volume of such loans, however, will be inimited to 20 percent of
the hank's subscribed capital which will be paid in for this purpose
proportionately by all coulntries. The l'nitd States will pay in
$635,000,000 of its subscription to be used for direct loans. The
reninainder of tile subscription of this countlv, andI a Corresponding
proportion of the subscriptions of all countries, will be called only to
meet losses, if they shouild be incurred on loans guaranteed by the
bank or madl e oul of funIs it borrowed.

The loans rimade or guarantee d by the bank will be for specific
project except that inlll J certain ircunmstances t be balnk tary make
long-term currency sitabilization loans. All loans and guaranties of

hi batik imust lave tilhe consellt of the coilntlry whose culrency is
involved. That is, both direct dollar loans made by the bank out of
its capital and gi .ranl teed loans or debentures of tile bank floated in
this cointryi muFst have tbhe approval of the United States Govern-
mIllt.

IRECI7REMENT FOR SPECIAL RESERVE

The bank will receive a commission of 1 to I percent annually
of the unpaid principal foro its risk in guaranteeing or making a loan. a
These commissions are to be held in liquid form, such as United
States Treasurny bills or notes, as a special reserve to meet the bank-'s
obligations arising outl, of defaults. This special reserve should be
sufficient to meet tihe obligations of the hank without impairing its
capital evmen if one issue out of four were to go into default.

If the ban i's sptcial resTrve slhould prove inadqnquatt to meet all
defaults, it will be necessary low the bank to call upon its capital.
Eighty percent of tl bank's capital will be retained as a surety fund
to be called only to meet losses. Calls on cappital for this purpose Will
be payable in gold, dollars, or tie currency needed to meet the obliga-
tions of lI boank. As a rtibth r protection to ti( investor, tIlle total
amount o0utstanding at any time of guarantils, participations in i loans,
and direct loans n]ule by tie bank may not ex,,ed 100 percient of its
unimpairedl subseribId capital, reserves, and surplus.

INFLUENCE ON INVESTMENT POLICY

Although the batik will be directly concerned with. only a small part
of the total voltme of international investment, it may be expetled to
have an important influence on the chiaracter of interiational lending
enerally. International lending came into disre ute in this country
iuring the 1930's, partly because of thie unsound irlling practices of
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tie preceding lderade. The batik will hIelp to lestore productive inter-
national investment by establishing high sidi : .la Is of international
investment policy. Tho full klnowledge which the baink Pill )ossess
regarding tile economic position o teveryv potential borrower will deter
)both borroowers ian lenders from conciudig financial arrangemetnts

inllvoling excessive e obligations to service loans. Frtlernorne, if
ho.lrowers can obtain loans at reasonabll rates of intelrest, countries
will not bth forced to assume aln undue burdlen on tlhei balance of
payments and endanger their alility to service loans.

Ill. ('rITICrsMS OF THE BRErTON WOODS PROGRAM

The witlnesses who appeared before the committee ill opposition to
either tie fund or bank, made suggestions for amendment of the
agrleemenlts and the bill so as to postlpone the establishment of the
Rfund, to limit its operations, and to require tie same executlive dliec-

ton's for ihe fund and hank.
Tile committee believes that the safeguards whichli have bei wlitlten

into tie agreements tlhemnselves, togethecr with thie additional safe-
guaird whihb are provided in II. R. 3314, adequgately meet all valid
(criticisms that have been made

The eriticisms and suggestions for amendmenit which have beell
intuae wi it islpet to the fund ire reviewed briellv below.

PRIOR STADILIZATION OF STERLINGO

Somne witnesses criti(cized the Bretton Woods progrann on the
grounds that it makes no rovision for solvilng Britaii's initernational
paymenlts probhm, without which worhl economic stabilit v is said to
he impossible. They suggested, therefore, that the United States
make a large loan or grant to Britain on condition that the dollar-

sterling rate be fixed and all British cxchange restrlictions be removed.

S stabilization be limited to the key urrencies the doll nr agd sit fli--
because these are tihe principal currencies used in international pay-

It is the opinion of tlhe committee that mecre stabilization of the
dollar-steirling rate would not providel tire world with the exchange ar-
rangeeients necessary for a high level of world trade. There is a
mistaken assur tpion that nearly all exports and iln porrts are bought
and sold in terms of dollars or sterling This is definitely not so. Bu;t
even if it were, the key currency proposal milsss tlie real point, because
regardless of the cirren cy ili wich goods are bought or sold, iultiarte
payment must he made in national :urrencies. The stalilnzation of
any currenc is important, therefore, primarily because fluetuations in
exchange afect the prices of all import goods in that country and the
I)Iie, s of its export goods in all countries. Although stabilization of
tIe dollhr-sterling rate is important, it is no less essential to provide
for stability of the exchange rates between the dollar and the French
franic, the Brazilian (rUzeiro, the Mexican peso tlhe Canadian dollar
and the inurren(ies of othelr countries with wi biol we have close trade
relations.

Even more serious is t1e fact that a stabilization a reement limited
to the United States and Britain would fail to deal witli the world-wide
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I sl of xchang, I!estrirtioilt and iisvtimilialtOy (ilrrellv arran'¥,,,llleenllpIl s
which were in ll aIrL[g, ItosLurIe respornsiIlt, Ior tihe dIe in wolTd tr'ad.'
during the I 930 s. Not 'ill it be asslm{([ lint Brita I, WO..ll hI
willing .to enter irito a bilatrnll agreeument, ithi the United States for
Ihe jinlne...dialt rem oltf exchlnge oniltrols o llst t lii li, slaiization of
lieo pounllI Tie falet is lO ounotryv is prepaold to etl,,r itllo aLn
agreenIIt with I I, tU Ilitd States for Ihe freeing of its exchanges and

lie stabilolzlll Of its xclilninge rate oVIr long periods unIess Irnyiy
othe'r toulntris ' ll' ]artiest theo tltgreemfll('t. Othlrwist it would
hiav io dofcrils against t!ompelitiiv' ([rericy deplretiisiton a.lld
disjcilnitittoiyer¥ {ll/ng, plrictices by other (Otillltli(s.

Britain's iiitiLerational paymeries position rqi ir IIs tIe solutioil If
l'(ie distiawl problems. 'The irst is to r s tole a bldlmi e iO it$ uIIs ,

account position by vXipaniis~o of British trale. The seond is to
fiflan(e th1e defiiti ill Ih lhitish lralance of paynments dluring the posi-
wir transition.i. ' il thlrd is to miake solnl ptr...I t.ilt arr1lsi.gIlrnieit
oil th strlifng ibala .. es wecoinuhited dluring tie wlar.

In oIld(er to devote ill of wr u Ipsolll'l's to \wllv, Britainl oilVe(lted heri
,xport i[ndustries to Wia: prodiition. A Ilage I'art of Jlf nIl.rhlilitll
leel was sunk diuiing tile wrI. \lniy of her forigi itinvestmnlIts

were sold to irovide tilt foreign xchuingr eded for wiarl. As 1 col-
Sil('Ii..e, U.Brilin will stall tI I postwar period withl the ask of iex-
)niidliig ie, exptortsu s clienth toIi nmik 'ood lthe ddil.Jim ill foreirn-
!xcililllp , Ievgllioios from otlherisou,((s. Thie solution depends partly
)Itie Ificieit ny If BIritisl exporl indliltrics, partily on tie Calmclity of
ie world to buy British exports. Il it wolld of $45,00.000,0(00

annually of trade (exports pills impoits) Britain w ill find it dilihult to
ill 'tea lher exports sMuli(nientl¥ tJ paity fo'hr like, imlorts. Ii a wold

of sso,0o0000,000 to !) 0,007o0.00 0 annually of trade, Britain tat'
00oll develop s11tifititt e'xports to ballne her -'I'l payrnalls

That is why the tixpansion of world trade t lu tim revival of inter
national hves enlu..it are ithe keys to thl. solution of Britain's exclihnge a

pr oblh n.
Thie I'stlil)iitlttii lf i Ifiiaitib I ill Rlitlin's (tiljeit payillentlS ilnay Ltak.

tinit. For this reason Bitain fillds it niessarl durling tlei tra.ilisitioul
to Iexert ise (ontrols to ninit t hi foreigiexig obliigation its
intit.nals will olhierwi e i.ur. Assureing th/at Britaiji wvill irstore
her (rlTot ilatenultionlI] position, sh, Ili' st fit ilt3 foreigin exclhanlge
I',SOlllt{,S loiedled to ftinkno-e tie tri..s.ition. Thle iongnitltlde tf tlis
pmroin . ann ot be predicted .. til it is known how quickly initr,,a
tional trade alnd iln;stnllelit, are [stored alld tile extent to which the
world will 1then purehsiiie British xports. This will ep... or.. how
iooig the Will' with ,alnIu lasts, thIII pioliiiptlness of reconelion, tIe
ilew patterl' of world trade reslting from Ihe' defeat of (hrnalin y mil
Jllapll, aid above all onii tile other 111nes-Iitas taken to Jxpl[ i. inuter-
national. trade I , n i tl vosII t ..... t.

Thi'ea id ano tuae nt need for Bnitai. to settle now il, Ilrge sterling
hbala..i's whivh have beeni built up its result of British war explndi-
turis. The British are conf.dtmit owy celm deal with I this problem over
a period, of Limie Theyo ir' entlitled to every enoisidouation in finding it
workable soluition. T!Dey do tot look with ravor on liquidating ilis
oblizaitil,) with hll' pIroC,,ds of Ia dollar loan.

'Thfe mo1st irmportant stepi in soling iiBritain 's problem, ats well as
the cli hange problems of most other nations, is thie expansion of weu'hi
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hirade sand the revival of international invicstwnt. Withollt mrderly
cUe.i..c. . a.I llngy , tll$ Stn d wilholll fair I xchllngt prfartices, we cannot
* expect to ave at high liy'e! of inter,,atioro a tlratl and investmiient in
the ) posI ar pcriol. The Findl ajd bank will make an imtpo talot con-
lributi on lo the solnution of lhlitain's problem through their effect ol

thie magnitude aind stability of world trade ani i.. iteralltional invest-
nmet. Only after there is isslurance that thi frlnd and bank will hi

available Io enrollnag world trade and investment will it ie posiill
lo dlte]r'in, further stepsl needed lto help with Britain's balance-of-
paymlne s proibihm

I1MITING CRLDITS TO 1I MONI[Hl

'I'll vii. his iltt!] ixprIsnld il theII fund should lie permitlted to
si foreign eIclange to a me.m ier onily oI condition flint thi mea. her
atgre to ipuritehase its own un'eney from Lie fund within IS montlis.

The preseni t bill dilrects the American ipresnlitativ(s on thie fnld
to requ(st all illtel' rtatiolo that till, fulllld Call us its r'so.re (.s onlly
for "cuirrnt imonetily stabilization operations to alford tmlpornly
assistriloy lo in lIcllllbrs ill cornection willh sa:*la l cyclicall lnd ('1t'r-
glncy flutuations in thi balance of plymenty s of any nlnmembe for
current titansaetionis" To go furti.her thian this and write into th
agretement a specific tine limit for financial assistalne from the fiund
xotld he to plte, ,h .'estrit tOrS oni the allnugetlg!ut of the fund.
IhteInlational onollonlli conlditiolns are too iTleerttiln for a colninlry to
predict what its hiaaee-of-paylnins inosilioll is going to Ibe ov(lr short
periods of time u.A.ill, ofollrse, the ouiitry nuiullllgs its hbnlI...e of
paymeniits yi lhItlllS of dilrlet cointiols It is belauise the filundi wants
to eliminate eXcbang, controls oi Clrre[t transactions that it Iilst hbe
able to giro asmlrl....e to countries tha.. t they can't get tuinmaial I..SSI SIltc'
il time of need.

h..e s igtiftiln types of pre0,tri e on thel vixnlltges Ili ( Ilo tlitt
iSPCllp[:fiy b)I'Wn,' vcyeh anted SObtTl ' Aii't Itijop failiites.S Bill ilt- 'ijatio, Of 01 h {s'i's. cyvirs aind the frlqm vt ...I dtiml
of poio 0l hut ests .re lt ...t.i. .ost hinss tyelis have
a (ll'iitoln of [ihlln ; to 4 ylears atllini soloe cles ale of Ple i lOilgil
I'tlia tioni Mo,lio lr. Iinshilcs dlesigislt d to coiTe. till lIlhllht(l
init(I'llltiol'al positiou Pllly lOjuit['P 2 or 3 yvAes, or \(i lonsI~r, to
]maikt I hlt lletx ', fellt

The suggestion that ti.mel assistane be limited to a period of
1] nloihis S(eriS to el'iSlVSA' a situtitol ill ¥whirlh ooiitiries would
llisII hg1 Al.. ill'at Itntlts of Ifor iil exI hangt f'rom th.l funid ovr i

relativel1 short period of time. ('oratries Ising tII. resources of thi
field wouI in tutl, b e Ieiqiireid to agree to egpuI'clhs, their Il'l'eil(ios
inn , hmp soarm fit t, :mid of the presIribd short period. It is difih.ht
tO Sel flow ally cOulilt colid Inneit vcylical land enprl'illc elelds Ior
exchlllatig ullir these Al' A..onditionls. Certailly, they are not iii aoolrdl
witlI Ithe iecept.ed principle of stabilization operations oil which our
bilateral aglerenllnts re ' based alld M lchi is embodiedP in thII find,
agroretll]/t

WhenIIII a 0o .lilntry Ich is malintaining the excehallng practices
required by the fhind experiences pressure on the exchanges, it will
purchase foreign exthange from the fund to supplenment use of its
own molletaly Ieso l...res in meetilng its urrcllt baulance. The amouIlnt



purchased at aly one time, therefore, is likely to be quite small in
rlatio to its Fquota. If a country finls that its balance of payments
hns become unfavorable because of a depr[slion abroad or a cropa
failure. it will nieed help ,ut it will not be able to say defilitely wheithier
its trade ialahece will tu-n f vorab t the following month or whet h rI
it will take 2 or 3 yeal~. Without help from the fuid at such times.
soIme ountri es woul hi v i e no alternative but to pernit their cur-
ieniles toi depr"'eiate or Io apply severe rtstrictions which might
spread andit intensify depressimon.

Ti fund wallits assiuranice tlt it member will rot use the fund's
re(solir.ces to ple.petnlllle tl. overvallued currency. It wanilts assunulicI
that its resources will not be iused to iavoid tkgiin necessar-y corlit'-
live measures. For these reasoll, tlhe managemellt of thle fund in11us
havei the power to dctericillur whether a ounallry is com;plying with
tlie purposes of tihe funll. and wheo ther a coulntry needs tenmp,,'ry
assistaict in conflettio ll With seasonal. cyclicl , '(nd 'lloWiglely
li i't lations ii tihe Ibliiint!e of pNlymentls for cl rrcent traitslactiols If

nor, thle fldl(Lu mIust be sible to trmniliate lit once its exchange oper-
fions with Ithat country. This power the hi1tiungedeeri ]as [ilei
lie fbund ng[ee.ienut.

OPIiERATIONS OF THE F l-ND IN FiR rIMANSITlION PERIOD

The view Ihas ben ,xmpresed thlit the fuml sihouldi tlot llago it
Ixmhaling opiratiolls dlillng tvi postwar tranisition period In par-
tieilar, it should lnot sell foreign eilhang to c ountries illil Ihcby have
rtiivf d it]] exchlog, rstrietions oll Cintcit trallnlhls(o li { is
snhf l hat ,so long tsIrohti) -it-i Il h iIIr1ciIie of panillel(ts 3y
i0nt1'i olI exchangel ('(iorls. there is no need for nlly iSsistai/c, fiom
iiiw ind -

Til triaunsitpro, proie d fiy c l... tidIt! when. ti ) fu is nhbietS Iite,*tle
TI iiiic [1 11pro\ ies forte imm(. u ediaite raiovnl of oxcl(Iitigi'0ixr r ictioll
Illll discrinmi.. tor- Iractices rm do pill of those .' ,)liti' whil] aI
tllr Ii poi ;ioSln loll Lo -oiO tuhiiil whilh it pelrilits their ti lporal'
continuance by elintries thai have bean seriously aIle<,ed tly theW
war ' If we (to nothing to establish fair cxc(halige Ipraectices, countries

ill bc f'ehd iin tlh .. igx few years to adoplt Iieasllres that pel'pet uat,
'anl t i intensify the wartime nlastlles for state controll] if their la]il
of jpyl.e..llts. We have a wiq (llle pportitnality, before pos.twar ieo-
¶1o011t poliics liesin, fvrstilizcI, for Lo- chi/ anI agreement ntDiOlig
tile I iredI Nations O I s allbld in ' doetlely fxtlialge artfitige l..its.

Tile algilmnelt t hat. a colun it' withI xc hang, conlt rols olies not ie]iI
stallthilization aid y looks tie fat t at thtr t ¢,in Ia 'aleees <of exchlflv
restriction. The fact that a country is obliged to mnaintaini irta,'
exchange cottrols does notl mean that its hlarnce of payvmnes is Corn-
phttly IlV Dtag ' ]- For ,amp lie, .. UIlatry may ret a.,, itstritftjlOij Oil
tie purelase of foecigni exehltmg fior some luxUrx goods while r' ¥vring
all other restrictions on current trtursactiojts. In this ease, the coun-
try .... it t.oid il/ pos,;g rest[nictimns v o Ivirl lh i'- gi..o.ls I' i if it cat
obtain assistance from the fund to meet temporary drain., Its net I
would not be far difiertrL from that of a country M iicl was table It,
remove all exchange restrictions.

W1h eli countries are ii the process of relaxilng their exchange conit t ol
during tihe transition period, it is most important that they he givea
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the assurance of aid froum tle fund. Every eniouragenlen t should be
givetr to countries to remove t hier existing restrictionsis L .rap idly as
possihbl wit houllt erda Igering the interests of either the fu l or of the
memher conrtry itself. When one country relaxes its exclhange e-
strictions, it makes it easier for othiler countries to modiffy or Aliminiate
their rstrictionis. To wai t ulnil a countrv is able to eliiunate all of
its restrictions ol, (ciurrent ItralsactimjIs be1fore Ielrmittiog it to obtain
Iassista'ncr e fromn tlhl ftid wonu i ii y reedcllssl prolong, or ever ptr-
petuate, th4e period of Iclstrietiots.

The fund call assist metubers dhiring the tr21nsitioil period anlu still
iadequl iraLy salfgua'dr its restl llr.s. It IvIetd tot begini exllchange trarits

atioinms xvitlh a eilinb!i until, it, tibc opilionl of 1ti fund, such tillLs-
it lions xviI / sol Inh plrj iial i t/ in s illlists The fiiid canli stspeld
it toill Ii i ft ally t iil, for improper use of it( ftlulid's resoircesi . The
f.ilnd will hrvi theil power o requr.' a inmenbd r to withdraw anly piru-
ticula' rtystri¢tioll o to ai..llalon aoll res'icfionrs on current tralnsationlls.
If the~ mem.ber s.hould refuse to comply iilth thee fund's request. the
fun..d (cti sIsptlri hl tlhat iiibet fronm ilakilng furthtr t ust of its rtsournes.

}.LIM!N k[[ON OF SCAR{CI CUiRREN(/ PRO¥1SiOiN~

(Crtain critics have pointed oiH t.hat in ilt' event the dollar is di,-
relatdir, sarc, ction 5 of article VII has tlhe, ifet of limiting tihe

freedom of tii, Uititid States to invoke tllie exclanltge claust in trade,
agl'elent'is which prohibits a eor.rtr.y fron imposirng restlictious on
the saile of dollars unless equiivallut restrtiors iare plaid upon thIe
sale of all othlr (it'urrenis. 'IliTese critics propos, icmref4h,l, that we
alpirov te fllnd] Igrl...r. ,OI IVo witlhi tI, rlsvationi that till L of
article VII, or section 5 of thai article, slould he eliminated. This
erliticisl arisvs from a isirndvmstrmlviding of the purpose and effoet of

scla rcleS ( ll y ,fl( rovisiions aii partirlll'vy Of sectioti 5.
When tie clause regarding exchange control was incluIded in ouir

trade agreniments, it was hoped lhit all currencils wolld be fully con-
* vri'blei aind transferali in colinc'tion wital interational trade, A
Potntcrv t xpe 'ienciiCg a shortage of forgn irill exlarg, was cexpiedI

therefore, to apply ex.chllnrge restrictions iin connection with any
conii mdity in tihe same proportion foi all eoiuntries. it was iassumed
that this couldi ble dltoi without ihardship to a ci onntry , evw, if it. had
idequate d ollars, Iby tillre process of converting part of its receipts of

st fling, franrcs, flurks, andi other cuirrenies into (otlling.
Actually, we fouinid that olhier crIrencies could nnt always b eono-

veirtd into dollars. Isistence on this provision would morely result
in a comp rlsoy ,'l titioi of trade with other counitries without aly
benefit to the IUnited Stat. In fact, wit] all Ceforced all-round
reduction of trade, tih[ ability of othet ovuntries to buy oAir owl]
exports inight be inmpaired. Iii view of tilhe itoncov ertibility of foreign
eCuTeneOie, the exchange elause in tihe talnde agreements in pruactice
could not accomplishli the objective we sought

The fund agreement, incliding the scorceeurrelcy provisions, gives
far greater protection to American interests. The interconvertibility
of currencies for purposes of foreign trade will be gradually restored
through the fund. So long as this counmtry imports and invests
abroad enough to enable others to pay for our exports, no country
with access to he fund will experience a scarcity of dollars. Whelo i
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cramltry finis itself witlh inlcequate exechange resoucvs, it mvay secure
help floll tihe fund. Anlly remaining shortage ill its needs will be
genmeral anlid nool onfined to dollars. If it gets tine approval of thela
fund to spply exclhange restricions, they will have to le equitable
ill clutlarctr and dIeterlinild after col)suitatioll wit h thile fulL S. Thl
the fun d provh I a iiore effec tive device to secure for American ox-
porers the treatment whilh we found cmild not be fully secured fo]
teIll though th e ,x lhange clauses iii o.]. bilate..ral trade agrleements.
When tihere is a scareit v of (dolhs,1 otllor nrretievs cannot be fieely

coiver(tell into dollals. Tlhe fund will ontinulI tO Sipllyi som' diollars
and tuliis namiin i l.m ited inttrconvertibility of currencies. At such
a time owy, h vlthere sinlpiy will not be enough dollars held by ot
atreluilng to ot]ller I mo lllti es to permit ulhmteldilitet ilsv of (iblIela by lt hellr
]littE(aI .. or cIXPlll 'pe, hb otih i rimmres miyv wish to lny, I10 billion
rdolliars of exports florm IheI inited States. Tliy may Ibe acquiring
7.5 i illion dollars I of dollar extihang, fionl ourl ilnors alld our ill-
v sO t itti. and Ithey may have I hilliot dollars of additional (solurces
of goldl and dollars thei y Ican salfdfv use( o, of f tllfir presn t ho110dinrigs.
To permit unlimited pir,1 hase of dollar cxdmhirn g by tiheir naion lluis,
thest5 counitries i~ould lmlw to acquire .5 billion dollars of dollari
leclilnge fi.om tllhe findrl III fact, the f unrd may be in a positionL to
provide only 500 millionll iollr of dollar exchlnnge. fnder sutch
cilrcnstaires, otei or ollntries mulst Somlehow take aclionl that will
limit their sales of dollar exclange to their nattatis to 9 billion dollainrs.

It has l e l e icat-d i poil II of this rport that a scaroitv of
dollars is unlikeIv ly ulvilop. But if it should thvriop, oul intirest
is to set;, rilt ilt I o pition oI t)he i[nitl t StateI s is protected anld thiat
a s(oarI ily (Iilars lo Is ritd iitnfIlae a gi i eIral I r e (IOitratlieLiO f rtIlei.
This. tiim fundI does. Whil. it permits ountries to limit chillnge
tranlsilrtiolls. it I'tqli'i, it(' lihllit:,tio to bel io llm ile l''nstri( tivl tltiTi
itcessary to limit (ti 'Iina(I f.or Ille sonre tlrrley to Ii stlh
Ilrld bly (r alterllulg to peht InrllDnbil'. 11i th illustrlation IlIlv. tile
lilllimtation,, wovIhl no. Ia llm nhJd It) restri t lih dol...s i1tnnd, avaiNa bl a
btlow I illimh dolla rs A raIntly Ahh in dII t a ttitn s a Iql. of d ollars S
could !it, inl fiall. I(tlri(l slahs of dollars. And all rountrius 'xouli
IeL, ItItirtolI INo , , tore v th' l Iilitatitnll as sooti Ias tli sactrcity nld ed! .

\V 1i!11 the>' is i soIrt'ily of (lollars, s.meI ..iiitnlion oil tie sth lt' ,O
doillatrs is eitaiblb 'I'The altcrnartiv, is drlnstice dI:pr(iationi of other
ctljrrlljls 1or sC , iri(strrtOlts of S(oI elle hallltt,tl. Neithet

ltlelmItive is ill ou, hVilerkst.\ WIth a right t, ask thaoi a (4-per-
cent sarchitv of dollarps shoulid niot ie ill( is Illl xlistl to apply a 20-
pere,.nt rrstrietioion l., sIle of dollars. We Ihav{ a right to isk that
a pi scarcity should not, he lS( asd ain excluse for oI(Olltin...Ig resI le-
tion. At thet sa inl ..r. /. other (£}liI tri¢'s hatve a triht to ask that they
niot be ,oupelhld to cut their tirade iiith all other lcuntries ill all im-
possible a ttermpt to imitate the wolkings (if a nonexistent sstiii of
freely and fllui ll lt.(l4lOvertileh currenllciies. Tire 5clct-curlPl liev ypro-
vishmns of the funid protect tihe rigihts of this corlPtry a illd other colin-
tiies in mall e, advatlliaOlls to all.

SAMEi EXIEICUIVE DIIEC(TORS FOR FiND SNI) RANK

Tihe suggestion has Ieen made tt t t Lhe fund anid the iank should
either be combinhed into one institution, 'or. if this is not possibIle, placed
liltrer Ihe same execrtive diirertots T'o do this,. it has been proposed
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that the enabling gistiIti... be altered to make iUnied States partin-
pattion contingent on the accerptance of this view bym oiler I m.bers.

bank are so different and so specialized that ther would he no aldan-
ta in comrnbiniing the two instititu tions. Otl tile Iontr ry, Mh ad
elicient m11al ghenltt of thie flld a.lt bdimdi, will require the oICllt,e-
traLtioll of the nost l li a cb people awvtilale ii, elaic held in dealing
witit their special pohblenls.

The fund will he coli(erlitld with Iroa.d conoin..,i( COtlMlidelt tion8s that
affect exchange policy and the day-to-diav Irlcttaions in the exchang,

tarile Is. It Wiill be eollrre<d 'iltl th' l iseaso.ifl i(V( l flut lmI-
tions that alter tile balamtnc of ilmyr isof a count)lflty ind put pressure
&i it.s ';(xhn1ge r lleS. The iiilagnitllt of thle finld will have to
colsider Ilajor qlusti Sos of inltent'olltiOld MiOr.. trv [Iry 1td(1
ehlmlg, l').tiies that tiruzt the Idl Iertitional I (Ol}111otin rilatioles of
colnttrits. These are hightly sp(ial( priolens.

Thle bLlik, oni the( other hand, iOlll be .. ri...rietl ilb the bog-rang,
problels of iteoiltlltio, { nil td devhlopmiit. It ill i (omnicellwd
with lie qnf'stionl wxhetl"i countries clili pl)iof[ltlbty uis foreignl [1)11 S
to dlvlolp tlh I oullOlivy, rlht banks .. n'ipii'y intrest will I)e to
see that loans are ..i.le (hiY for prodIn.eiw ( plrojcts llto lorii. i.ies I WhOs
haltin-co f j layIt.ts poi.. osition Ovel eOfi tOi'e , ttathS, 1[[LI Ilh
thlln to Hieil lthlpi olbligations on Cocign l..llioS.

This OrnerIy h a IOti lolg O' ,loilizCd (I gil (ll i st tiilntli)ln olIWFell
rilve ;nsl{ tlid illhel hankiag {f'nlloelir in llinmllstiic nailtl's UViald'
tie 1Banking A Lof 1033, colnIm'ihl balikii ... d i[nvest .i.it hluInkilr'
lluSt hI talied iitlb sone] lparate instittiionls. The finld, whose f..lll-
tiotms lull cOnpriJs, stahilization opeomlolms and l]]e dettrtunt)lion oIf
eschlialgi wa tIll(indsl, ~ ill it (¥lull e iv ,'ii qllov,,h fiu.l.. thle , of
the blIk thliau o[ir iri]v co]iilne-ial ba/ikingl is from inv,,l4tneilt.
bnil]{iag. Aeordirdlv, till reassonS for s(,p)ar..it ing It, fitnil 4/Iid hllikS par! even fin(1it cllelling.

Undoe tihe Ar lers of Agreiement the xt,,ut a dwirectors bo locth
the fm.I anld thile buk aln required to tle (ontinuously available, per-
halls to meet dniilP,, for acti t nilnllagemnenti of the affairs of their
respetie instittiollst It would greatalby im ir thlir efficielcY if a
single boand were relqired to serve fon thi, two ist Itlltions or if soli
executive diectorst wele required to serve as iielnolf hoeli boards,
Mo'eover, thler is the danger tihat tie bank wouiili be used to cover
pll the misltakes in the stabilizaion operations of ti, fnrd. The r ie

would Ialways bhe the t mp tation to make Iontg-teir loans to hal oiut a
country to wi ssill Xovi,,e aid had been given by the fund. I, this
way, s erious errors in policy would be obscured inti prolonged. With
separate execu tive directors anid I .S.er mrl age enr it for each
bsti tlution, Ilhe facts about their o pertions will be stated publi ly
and clearly. If the fund should make mistakes, they will slow up in, 0.
few months and appropria.to e action could be ts ken to correct Lb em.

Although tie day-to-day management of the fund should be kept
separate, there is a clear advantage in having the general poiicies of
these two institutions, with tLleiri separate functions, closely (oor-
dinated. To meet this need, I RI. 3314 provides that coordination
be achieved at the bhighest level of resposibility by a pointing one
governor to seve as the representative of tie United States on both
the fiuned and bank. It is almost certain that a large number of
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counitries will follow our examplie andti appoint one gov ernror to serve
on the boards of both tile fund and hallIk.

Thle governors ill bear tile ultlmate responsibiiity for tlte policies
of tibe fuind and bank. If tie saml individual ac(ts as governor on totl
hoards, he will he in ll N xcellent )ositon to work for t..e effective
cooperation of tIe two inst itutions. T is will achieve tle objective
of coordinatiIn of policies wit iout infringilg lipon tie dawv-to-day
maoinageelni of the separalite funttik sI of ilte two institotints.

IV. ANALY.SIS oI PHS O BHL

'lTb bill, s report ed, contains 14 seclions. They acre sunmmarizcd
briefly below.

Seltion I: The filrst section provides tlhat the act mayt be cited as
the n rellon Woods Agreements Act.

Section 2: Tile I'Presideln is authorized, by section 2, Io accept niem-
bership for the Uniited Stares it, the fund and bank. Tihe efect of
thiis section is to give congressional approval to tfie Articles of Agree-
ment proposedt by tihe n Itton Woods Conference.

(GOVDERNOR, XECu(rTIVIx DITRECIOlIS, AND AITERIINATAES

Section 3: This section states tih provisions overniling thile appoint-
nenlt, trin1 of office anl 'ellulrl-atl' , Clf Alerilcl, riepreselitatives
on thie fuld ani bank.

TIlel President, bynv and with tie avice and colnsenIt of tin Senate, is
itthonrized to appoint I governor of the fund who will also serve as

gowernor of I£ I,anlk. Thei Presideit, by and with the advice and
OIeilIt of thle Se&,nate. will also appoilnt onle poison to serve as tnllter-

hate to the goverinor itll both capacities.
"he Presid&rt, by anti it, Ihe advice anid ounsent of the Senate,

is also authorized to aplol)int all executive dlirecto- of tile funtd and
all executive irector of the b/nk. Froll niprsons reconimll.ded to
him by Ft txceiive directots. the President,it, Iy id wit Ii tiW advice
alld cotistnt of ti. .. nni,le will appoint alnnllates to lile executive
directors.

The govaiernor and his ahrniate ill serve for 5 yiars ild the
ex((lttdIn aliiecirs b imid thin altrti'tMes will serve for 2 vears lit
order to provide montiriotUs adt illistlration, exeitive directors will
bold office lultil th..eir sumissors artarappointed.

Al]though tire origil[i I xelletive directors are regarded as provisional
directolrs uillir lie Articles of Agreemenlt, ir piroviion. ll is no rea t

significance to ithe United States because tis couintry is entitledl .to
appoint its own diiectoir Undler setion 3 of tile bill tie first execu-
Live dire, iols l t)ointed will serve as rovisional executive directors
in oi r to corin pliy fully w ItiI the Aitileg, of AXgre L meit I bhey will
also serve for tile first full term

TIr goveltlni and his altertitar aid tihe exeultivi directors and
ti ir altirmte.s will ceivie no salav or other conpenisa tiot fromn
the Uii 14%e StateLs for their stervices in'UCI (aU)acities. The governor
anld his alternate will nrot work full tinne, ani their expenses will
be paid by tih fund and bank. Thile executive directors and their
alterlatets will hlave full time duties. and they will be paid by tihe
hfud and banlk.
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NATIONAL ADVISORY COUNCIL

Section 4: A National Advisory Council o Interrnationli] Mo'e-
iravy an FinanIcial lProblems is created by sect ion 4. TIe S(IretLary

of tlihe Treasury w ill he Chaiai naII of th Council iand its other mnmnber s

will be td! Scr(. t alv of State, the Smcrletary of Commerce, tihe Clhmir-
marn of the Board of Governors of the Federal Reserve System, alnd
ith (Cluianiin of tlu, Boaid of Trustees of tile Ex ort-ipolt Bank

of WashinigtolL Thile (ounIciis chief funltion will be to keep tihe
(Coi ge.S fuilly iinf'olned alnd to ilnsure close ai colitintinous consulta-
tion butwcoen Allericnll iporesinotatives oil the fundl irll bIank and
tie appropriate officials of tile Vxi ted( Statevs Go('rnenent.

The Ci (.oll cii will recommn nd general policv directivYs to tIle Ptesi-
ideni for ilte guilldarce of lie Liitid States re rescntatives; it will

adviks, aid tonsulet with the A:nericanI rv pirsenit atie*s and tdle t I-Psi-
dent no ttie .l.ajol problems couli(et((d with the work of the funid and
baik; it will (oordiinilt the policies and operatlionis of the repre-
srnatlives of ti Unitedi States o tlihe fund and ih ank. Export-Inport
Bank, anl tile oili. (ioverxnuont agncies whlich paUrtiti pa ill foreign
loalS or inLaget ill foreign financial, xcei'illrtiC, Or mIIoetLitry triliS, -
nations. Th C(ounc ill transmit an ports ot its work to Ihllv Prsi
dent aId tg it I a olust seniaiinalh.

Thle (Coutoi l nlder the grniral direction of the President is cm-
po;Ntrcd hb sbe(t ion 4 to give or eIciise thi app)o)val. onisein, or ..gr.e.
meint of lieh, 'iud States to proposed actions of the fund and bank
where tins is Ireuired o under ti], Ar lies of Ainreelnelt. li exercisinig
ils power tiy Cot.iell wiii be limited iby the prohilitioins of secti... 5i
iof Ii, bil l The Anlericall representantives mnust also obtain the
(oiluncil 's approvlal Iibforeii thy oto in favor of tile xt ivye of coIdli-
liOtSL unldlel which a uitetllb'r (all puri',as foreign e£xh]lige from tie
furd , or bhfore they vote in favolr of i dIeclaatai o.i tif tilc iTnitcd States
dololblr Is scai(( e llrelcv.

Every 2 years tll( Co(innil will sub mi t to (Congr 'ss a special report
which will (over anltd include: The extent to which tin fiilre andti bank
have aclhieved tilte purposes for which they were established; tl.'
extelnIt to whih the operations and poicies of tihe fund and bank have
adhered to, or departed fromn, thile genlci polity dlirectives forn, mo ted
by thle ('ounci, anlid the Cou ci'S recommendal ioins in connDetioll
tihrewritl: the extent to which the operations and policies of the fund
and bank havie Ieen coordinated, and the Council's recnommendations
in conerction therewith; recomniiendations oit whethtlir the i esources of
th fund and bank should be increased or decreased; r'commenda-
tions Is to how the fund and hank may be mlade more effective;
rrcommendrlations on anlly other n cessary or desirable changes in the
Articles of Agreement of the flund andI bnk or in this act; and an
over-all appraisal of thet extent to which the operations anl policies
of thle fundll and hbank have senrved, and in the future may be expect d
to serve, the interests of the UInited States and the world in promoting
sound international econonic cooperation and in furthering world
security.

The Export-Imnport Bank and other affected agencies must provide
the Council with such information concerning their activities as the
Council requires to carry out its responsibilities.
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ACTS RIFQUIRIN6 AUTHOIIZATION 01' CONGRESS

Sct1ioln ,5: FundalnhI a chtanges in the fuind or hank or in tbh
pa'tiilpation of the Unitad States in these institutions arc prohibited
by setioi 5 inless Congllrss appl'oves sIuch llnges. '[It, [followi
are ptohibited except with iite mthorization of Congress: (1) Any
change in the (1 lau of thie initred Stales in t lie flundi; (2) any 'hl Ie
in thi par vaiu, of te I United States dolla' (3) ialv i :Tlenase in tI
citlifital stock of the bank; (4) any inclrease in the subsr'ipion of fthe
I hited Stalest to the( bank; (5) ally IoaL to the fund or bank by all
agcm'y of the [nitoed Stites (Gover'menot; alia (Il) tile akckJcptatl of
all ley lnldmlent lo thile Itml or hiIank ageemelllts.

'le prohibition against accelPling amenfdrents will o)erate to
1 nt'lvl ulit rellimeis beoining effective without, the approvl of

Congress because United States acceptance is essentiitl to mii( t(UloptioL
of sotpvlrfnern tos tihe fund or biank This liniatiou will not applyv
to almetmdetts, if anyi, t'ssitlilatd by sections 12 ail 13 of tihe bill.

T'hu eommittee deleted section 6 of It. It. 3:114, a, it tossed tin
lious., which provided that lice par yahI of the Utoted Start lo llt
to be oillllnicijatI to the fullnld should ilot ]be I'oninltiit(liald its o her'
than 15KI grain of gohli [in,-tenthIs Ilbe, Ili view of iti. fNet thlat
articl, IV. t ,tion I of ith fundl 1grt eemit p 'Iov Il'S [inhat tile lar vaalui
Oifi nlrlleiy nai llyie exIpressed ill ie.rgms of gold or in tellis of tile
I nitid Stites dolI'l of tie wtight anl Iifineness iil effct on July 1.
1944. tile co/mnilintl, (onuOltlltId that tills p[ol¥isio *'V4 Iltwlto(q. es.llS .
It is hoaItowev,q that llw omnis..ion of this piroviion will lot Iwliiiit

ecutive ui rainchitl of lie (iOvertiimnt1 to (.(onllltll ...ItO i( II, fIndi
ianpr } till' cU of iilbI , dolbla otlhl thnt IIti i.(sll l'alle, whIIo is

¢'stai Iish c( It3 li a .
,cliTior, : ThIie Iccr ,ll .1.. baklIs will 1ct 1it, ld polliii or

fiscal agents of the fundand biank adl iin .1. ... ting tIhy will w e siier-
anl' ~d dtil cd )It Ill' BUolid it (jeoulorts of Lil! Icide Iral'{,t;i

PAiMIENT OS S BSCtRIPT•ONS

lcion 7. Thie s ubsciiptioii of til Unit' d States to tie fire.d *h'i
bank w ill be paid iln aeriolir m ith ie mno\ishmns If section 7 AllI
of the funds m'ccsltv to Feet tihe full obligation of it' United Sh ire

h) ilIe 1,o i.sti.tuios. 5,925 billion Iollhns nlusast be lijtl ibwhen
tinh [Unihtd Sttaes sign s ti Aitidf of Agreement. A substatiatll
/}oltiot of thiteiubseip iot to thill bank, ho (mel, will bep twbleh onily

called.
tFh, Secretaly of tIe Tr'le' as ig directed to nlsp 1.8 billion dollars of

[ur present stabilization fundi, treatd hv section t01 of tihe fIolI
lHisrve Act (if 1934, to ptv tart of tie su~scrition of tih[ United
States tio lhe fund. This will reduce the stabilization find to about
$280.000((00 ain gie it liernanent status. If the fiud is liquidatued,
or if ihe United States itluihravs anl the stbs'rlpuio: of tih U'nited
States is re tntied, the monory will ot go bhak into ontr own slabiliza-
ton hod, but will be redited to tin general ruint of Uhe Ticas mrY anid
kindh available for us, only ilt 'c'r Ce With appropriations niath
by Congres'.
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Section 7 (b) authorizes the Seoretatv of the Trmasuiv to issue
UnIijd States Gov llinierit bonods ato(l to us, tin poce"is to pay tIhe

Aen-...indlet of the Uiiitedl States suibseliptilli to t]1e fiilid a.l.I to pay
be InTitedl States slseiiption to tihe bank. Payment of oUr suIb-

scription to the hanlk will b) made from tiun(e to time as Clled ill
accordallcel itii Li the iluti es of aglPeemntiwt

This is tih mc thod of providing eapit tal for investmenit ill (Govt rn
inlut coiporiaLios which has been used1 since 1932 in contse'tioI with
tihe Recoust, utiioi Fl liMcrr C orporation. the Federal Fa.rm \... iitgage
(orporaltion, the Federal Deposit InsuranTlice Corporation, the IToinc
O)wners' Loan Corlpratin, tihe United States Hlousing Authority,

Ithe Tiiionesst Valhley Authorit , a lii t.. Commrnodity Credit ('i -
poration. iin citect, ilnaliing olt sunbscriptions to the fund and )lbank
mi this way merely eran'us the Tiasu r y will borrow tlie money in
Ixal liv thilI sate wiay it iorrows for ge [ral putrposes, but it will do so
for tlls speciic putopose.

Section 7 (7) authorizes the Secreta ry of the Treasuiy to issue non-
illtrest-beiari ug, Ilo01 goti ble notes IyabShe Oil demlDla. These
Inotes will be issu ed ..nily t he fund ant lank and will reduce the
interest lost to tie liritedl States in providing capital for ils partif ps-
lion ill tii. s institutions by lmaking possible the sulslitution of such
notes for any dollar Ibalances which are not imunediately needed iy the
fnuld anti bank for operal ting purposes. Tie anmoulnt of such Ii otes
whi I inmay be issued to tie fund anid outstanding at aly one tieI is
limited to tihe United Statrs subscription, which is 2.75 hillion dollars.
Tile amoutm of notes which may be issued to the bank and outstanding
at any one time is limited to the aniount of tihe 7lenitd States sub-
scriipltioln actuall yv paid inl for the plrpose of makinIg loans by the
barnk which will not exceed $635,000,000.

Section 7 (d) requires that money teceived by the U nited States as
a distribution of net incomie by the filud or bank is to be paid into
the general fund of the Treasury and can be used only in atiordanre(
with appropriations by Congress.

INFORMATION FOR THEI FUND

Setion : The I'reside nt is authorized by section 8 to rcquir m byI
order or regulation, the fu rnishing of informition he determinies to be
*ecessary to enable tihe Toited States to comply with rpequests of the
flutd. Information mnay be collnected only in such detail as is neces-
sary to comnply wiitl a reqest of thle fund and cannot be given to the
fund in a manner which will disclose thie affairs of anv individual or
business eulter ,ris. If information is refused a court order canD be
obtained and disobe dience will be punisihed as contempt.

This section ialso makes it undaw fd for any officer, employee, ad-
viser, or consultanut of the Government to disclose information so
obtained except in tile course of his official duties, or to use such
infori ation for Ihis personal benefit. Violation will subjeetL thile guilty
person to a nmximuum of 5 years' imprisonrmeint or $5,000 fine, or both.

Sectionl 9: The so-called Johnson Act of April 13, 1944 is suspended
Ib section 9 witll respect to members of bothi the funid and bank.
That act provides criminal penalties for persons who purchase new
security issues of, or lend money to, governmnents in default onil their
obligations to tile Government of the United States. Thie fumd and



bolok re tldesigned to supplemnrnt iiat irtt}geseil, a cdrl crordingly,
it will be lwcessiajy for ln merlb coulliries to i5se p'i vaLt, baInking ilnd
i? vestnmint faciities as flr as possibled. the revision s of sec101n 9
are the jiiinitiunl haiinge ill the Johnson Act tnceestary to enalble tiheO
fund anti ank to operate propely.

Settioll 10: Whenliever the filrnd ori banik is a marty o [itigatiol
the district courts of tihe United Slatles will have jurisdietion to lry
the case. Section 10 also authorizes the removal of cases from a
Stati coiurt to a Fedliral court when thie hirid ora bank is a deofendant.

STAITUS OF THE PUND AND SBANK

Sectioll I1: This section gives full force and effect iii thle United
States, its Territories nid possessions, to the provisionis of the articles
of agreeeniit thiat confer iopon Ihie fuInIl jid bark a lehgI sittus, arid
certain immunities and privileges, as follows

1. Theli fund and lbank will have legal personality arid thre a[bility to
contract, to acquire n nid dispose of property, and to isu illn or cotirts.

2. The fund will he immune from suit ul ess it <ons'ents itl he sued,
anid the bankr will he subject to suit but will not be suIbjece to having
its property attached except to execute a udg eat.

3. The ass(ets and the archives of th( funfd ami bank will be free
from all types of interference.

4. 'lhe corniI nicatioDs of the funid aod lanik will be treated wilth
thie saie is pes t as Ihose of foreign gxovernmeints.

5 The oficials and employees of ihe fund and boak will be given
treatmenlt substantially similar to that acordied to persons in tihe
diplomatic service

B. The funid andi bank will be immune froml taxtraion and> eanch
ofi ltiinl id employee will be immune from t aation on his salary or
0emoluments by allny eontrv other than his own. in addition,
securities issued or guaranteed by either institution will be plootee td
against discriminatory taxation, but will have no special tax privilege

Section I tgives effect to that portion of tile bank agreemenit which
provides that if I, booank should w indl ) its affairs and d istliblte its
assets to hle mimher co1 Olllltries, tie reel pients would be rill; tid t t ihe
same privileges aial immunities with respect to those assets that the
bark l• hmt p'io Ito tirei distrihition. It also gives effect to tihat por-
tiont of thile fuid agreessserrt which providesi that when othern member
count tries have exchange contlrols which are consistent with the artijehs
of rigrernlleiqt[ United States co uts will niot, enfore exc!lltlnge (oil-
trsacs thai violate sucli eontrols.

INTEItPiRETA.IONS OF THE FUND AND BASINK AGIEEMENTS

S'iioll 12: Thi, United States representatives or Fth bank are
requited by section 12 to serure an official interpretation of the articles
of ,iemtontt as to whe(ther thile blank has authority to make long-term
stabilization loans. It is the view of lthe committee that the articles
of agrlem'tt icontain such authority. If the manaigemient of the bank
does not agree withI this interpretation, the United States rmpresertna-
tives are required to propose and support ian appropriate amendment
and the President is authorized and directed to aeept the tinendnment
on behialf of the U riited States.



PAIRTICIPATIOfN IN N rEINATIONAL MONETARY FUND

Section 13: The comnmittee believes that it is intended under tLie
articls of agreeenint that tl e fund's activities will be limitMl to
current nonetaryv stabilization operations to afford temporary assist-

*aice ill connictionll with s( asonal, cyclical andt elne rgeney flu ctuations
in at memlber's Ibalalico of payle linus for currento transactions. It is
also the view of thel comrmittee that tie funl's resolurces canmlot be
used to provide facilities for relief or reconstruction or to meet
Iarge or suIstain ed capital outflows. The United States representa-
tives on the fund are re hiiii'd to obtain an official interpretatiolln fron
tle fund oil these poiits. IfI tie poi! (I tisagrees a itli this interpre la-
ion, thle Uniitedi States rejpesentavtiv es are required to propose and

support an approlpriate amendment itand t ihe Prsident is authorized
and directed to accept thlie atmllhncie llt o0l bIehalf of the United States.

The' conilnlbe has amendedi this section of the hill to incide tile
requirement timt tile American representatives asls0 obtain an official
interpretation from th i iifui as to whethilr it has authiority to use its
rstOll'res to provide fadilities for nirnanmts. It is believed that tilhe
ftund n(cessias ily will mocielude t(hai its resourcv s calllot be so used.
II tlie evenl t, hiowever, tihtat lie flind should lake a different position,
tbe United States riplesnlitativvs are requiredii to propose annd support
an appropriate i enameirdmtl to this tcfcct which I the Presidenit is
aIhoriziildl nil dlirttcti id to accept.

FURTHIER ACTION ON TIADIIE IIARIIEIES

Section 14: T1he corninitie has added section 14 for ti punrpose of
iromoting thell oibjectives of Resolition VII, adopted by the UTlfited
!n iit-ioi is 'lomartlly l.. Finan cial Conifeic tree last skimmer. That
lesOlu tion rgogn it that the purpoe )oS f the fund to facilitate the
expunsio enii ntl hl aemoiI growt t of ilnteralla io ll.. trade, and to COll-
triibute thlereby to tie promiotion of hlighl levels of employment andil
[real inoll/.ne ngil tile development, of tile produetive resol r(ces of all
m*emlbVis, could not be achieved thirouigh the ilnistrmInntality of the
fund alone. A(corlinglv, lthe (ihfrentce recomnrnndelld tlhat the
pl itci pati go vei 'in clls seek to 'paoh agre rnent a Ioll ii as possible
oil w as anl cans to i'tletice obstalles to intrn..iational tradel, aimoing
other things.

There aroe Iaily illtellaliolnal eCiconollic plroblems wMilch call best
he approached through cooperation. anl tlhe comrillttee believes that
we aie reaching tihe sin g hlag l it iS diisiL'ab](e to s(WelUl( ag ieement oil
{be redlitiol, if ohsatales to it i lnte naleil t trade and the solhtion of
other internatiolnal ecoinomit problems. rTh purpose of section 14
is to declare tihe pol i of tilhe United States to seek to bring about
in e.tn.iottni oI operatio I oii thiese matters as soon as possi hie

V. CONCLusION

This conmitntee is of the opinion that tih soliution of the world's
mionetaiv and flinanial problems is vital to tihe economic and political
iinterests of the Tnjited S at ls. Moreovr, it is ofthe opinion that smih
rIoblemnrs can only be dealt with through permainent instliLutions for
interniational cooperati on and collaboration.

The IlBretton Woods proposllls anre the foundatlion of the United
Nail0ohs pixgram for international econolmic cooperation. Althbough

29



the ifund and bank ire tIh result of tile joint efforts of ;he representa-
tives of 44 United Nations they put into effect the priniples of stable
and orderl5 exchange arrangementls anld sonmld international invest-
ment whic¢ have long ben the policy of the United States. It wouold tbe a tragedy it this country which has takei the lead in world orgmi- -

ration for political and economic cooplration, were to reject lhese
proposals hecanuse of minlor objections withbout substaunc, to soime
technical provisions.

The committee believes that the bill will make possible whole-
hearted cooperation of the United States in the admhniistration of the
fund andI bank, and will enable the iUnited States representative to he
guided by a unified policy The Committee therefore, recommends
the enactment of the bill.

0
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AN ACT
To provide for the participation of the United States in the Inter-

national Monetary Fund and the International Bank for

Reconstruction and Developnment.

1 Be it enacled by fthe Senate and House of Represenla-

2 tives of the Unitcd States of Anmerica in Congressassembled,

3 SHOnT TITLE

4 SECTION 1. This Act may be cited as the "Bretton

5 Woods Agreements Act".

6 ACCEPTANCE OF MEMIBERSIIIP

7 SEc. 2. The President is hereby authorized to accept

8 membership for the United States in the International

9 Monetary Fund (hereinafter referred to as the "Fund"),

10 and in the International Bank for Reconstruction and De-



2

1 velopIment (ihereinafter referred to as tile "Baik"), provided

2 for by the Articles of Agreement of thle Fund alnd the

3 Articles of Agreemnent of he Bank as set forth in tihe

4 Final Act of tile United Nalions Monetary and Financial

5 Conference dated Julyv 22, 1944, and deposited in the

6 archives of thc I)cpalrtmint of State.

7 APP I'I'OINTMENT OF GOVEiCRNORS, EXECUTIVE DIRECTORS, AND

8 ALTERNATES

SEC. 3. (a) The President, bv and with the advice

10 and consent of the Senatle, shall appoint a governor of tile

11 Fund who shliall also serve as a governor of the Banik, and

12 an exectutlive director of the Fund and( an executive director

13 ol the Bank. The executive directors so appointed shall als6

14 serve as provisional executive directors of the Fund and

15 the Bank for the purposes of the respective Articles of

16 Agreement. The term of office for the governor of the Fund

17 and of thie Bank shall be five years. The term of office for

18 tile executive directors shall be two years, but the executive

19 directors shall remain in office until their successors have

20 been allpointed.

21 (b) The President, by and with the advice and consent

22 of tihe Senate, shall ap)oint an alternate for tile governor

23 of the Fund who shall also serve as alternate for die governor

24 of the Bank. The President, by and with the advice and con-

25 sunt of flhe Senate, shall avppint an alternate for each of tile

V)
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executive directors. - The alternate for each executive dircc-

tor shall be appointed from among individuals rccommneniidcd

to the President by the executive director. The terms of

office for alternates for tihe governor and the executive

directors shall be tie same as the terms specified in sub-

section (a) for tile governor and executive directors.

(c) No person shall be entitled to receive any salary

or other compensation from the Unitcd States for services

as a governor, executive director, or alternate.

NATIONAL ADVISOIY COUNCIL ON INTERNATIONAL

aIONETAIY AND ILNANCIAL PROBLEMS

SEc. 4. (a) In order to coordinate the policies and

operIationIs of the representatives of the United States on tihe

Fund and tihe Banik and of all agencies of the Government

which lmake or participate in making foreign loans or which

eligagre in foreign financial, exchange or monetary trans-

actions, there is hereby established the National Advisory

Council on Intcernatiomil Monctary and Financial Problems

(hereinafter refenrred to as the "Council") , consisting of the

Secretary'of the Treasury, as Chairman, the Secretary of

State, the Scretary of Conunerce, the Chairman of the

Board of Governors of the Federal Reserve System, and

the Chairman of the Board of T'rusteles of the Export-Import

Bank of Washington.

f
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1 (b) (1) The Council, after consultation with the repre-

2 sentatives of the United States on the Fund and the Banik,

3 shall recommend to the President general poliey directives

4 for the guidance of the representatives of tile United States

5 on the Fund and the Bank.

6 (2) The Council shall advise and consult with thit

7 President and the rvpresentatives of the ULnitd States on the

8 Fund and the Bank on major problems arisiuig in the ald-

9 ministration of the 'Fund and the Bank.

10 (3) The Council shall coordinate, by cinsultaitioni or

11 otherwise, so far as is practicable, the policies and oper-

12 ations of the representatives of the United States oni the Find

13 and the Bank, tile Export-Import Batik of Washlington lind

It all other agencies of the Governmlent to the extent that

15 thev make or participate in the imaking of foreign loans or

16 engage ill forlign financial, excIhange or monietay tlrans-

17 actions.

18 (4) Whenever, under the Articles of Agreement of

19 the Fund or the Articles of Agreement of the Bank. the

20 approval, consent or agreement of the United States is

21 required before an act may be done by tile respective

22 institutions, the decision as to whether such approval. con-

23 sent, or agreement, shall be given or refused shall (to the

24 extent such decision is not prohibited by section 5 of this

25 Act) be made by the Council, under the general direction of

I,
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1 thie President. No governor. executive director, or alter-

2 nate representing the United States shall vote in favor of

3 any waiver of condition under artfide V, section 4, or in

4 fitvor of iny deiiaratioil (if thle United States dollar as a

5 sarce (iirency iidler arti(lI VII, section 3, of the Articles

6 of Agrterinrnt of tihe Funl. without prior approval of the

7 Council.

8 (5) The Couocil fronl time to time, but not less fre-

iuentl thlian every six nieIths, shall transmit to the Presi-

10 dent nd to the Coigreos a report with respect to the par-

11 ticipationi of the ITnited States in the Fund and tile Bank.

12 (G) The Council shall ako transnit to the President

13 aTd to the Congress special reports on the operations and

14 ~policies of thie Fund anrd the BRink, as provided in this par-

15 graph. Thile first report shall be made not later than two

y %ears after the establishment of the Fund and tile Bank,

17 and a report shall be made every two years after the

1$ inakilmi of thle flrst report. Each such report shall cover

19 a nd include: Tihe extcent to which the Fund and the Bank

20 have achieved the itpurposes for which they were estahlished:

21 the extent to whichi the operations and policies of the Fund

22 and tile Bank have adhered to. or departed from, the general

policy directives formulated by the Council, and the Court-

24 cil's recommendations in connection therewith; tile extent

25 to which the operations and policies of the Fullnd and the

O'



1 Bantk iave been ci oordinated, 1and tihe Cotilndl's re1mraernitd a-

2 tioins ill coniinection therewith; reolrneniidaitilons on whether

3 the resources of tihe Fund and the Bank should bei ineceased

4 or decreased; recominendations as to how the Fund and the

5 Bank may be made dmore effective; recommendations on

6 any other necessary or desirable changes in the Articles of

7 Agreement of the Fund and of tihe Bank or in this Act; and

8 an over-all appraisal of the extent to whichi the operations

9 and policies of the Fund and tire Bank have served, and ill

10 the future may be expectedl to serve, the inerests of the

11 United States aid tlic world in pIroniotilng sound international

12 economic cooperation and fuartiherliig world security.

13 (7) The (Council shall make such reports and recom-

14 inendatioms o the President as lie may froinm tiae to time

15 request, or as the Council may ons ider necessary to more

16 effectively or effeciently accomplidsh the puriposs of this

17 Act or tihe purposes for whidch the Council is created.

18 (c) The representatilves of the United States on the

19 Fund and the Bank, and tlie Exlport-hiport Bank of Wash-

20 ington (and all other agencies of thie Governtent to the

21 extent tlint l they make or participate in thie nmaking of foreign

22 loans or enigage in foreiig n finaeciale] exdhnge or monifetary

23 transactions) shall keep thie Council fully informed of their

24 activities and shall provide the Council wvithi such further

25 information or danta in their possession as the Council may
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1 deem necessary to the apprlotiate discharge of its responsi-

2 bilitics under this Act.

3 ::CERTAIN ACTS NOT TO BE TAKiEN WITIIOUT

4 AUTHnOnIZATION

5 Sec. 5. Unless Congress by law authorizes such action,

6 neither the President nor auy person or agency shall on

7 behalf of the United States (a) request or consent to any

8 change in the quota of the United States under article ITTII,

9 section 2, of the Articles of Agreement of the Fund; (b)

10 propose or agree to any change in tile par value of the

11 United States dollar under article IV, section 5, or article

12 XX, section 4, of the Articles of Agreemeut of tihe Fund,

13 or approve any general clhanige in par values under article

14 IV, section 7; (c) subscribe to additional shares of stock

15 under article IT, section 3, of thle Articles of Agreement

16 of the Bank; (d) acept any amendment under article XVII

17 of the Articles of Agreement of the Fund or article VIII of

18 tile Articles of Agreemenl of the Bank; (e) make any loan

19 to the Fund or thle Bank. Unless Congress by law author-

20 izes 8such action, no governor or alternate appointed to

21 represent the UniTted Slates shall vote for an increase of

22 capital] stock of the Bank under nariele II, section 2, of the

23 Articles of Agrecunent of the Bank.

--- 24 epR iew ±m wTA " DEH

25 4f* 0 +ft :he United Sa4te: is FfllaeW4eA i the
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4 D)EPOSITOIIIES

5 SEC. 7;. Any Fellesierl iEv4rye lank which is reI1quested(

6 to do si by the FItuld or t]e, Banhk shall Ho'I as its deIJsIitory

7 or as its fiscal agent, and the Board of Governors of tlhe

8 Federal lReserve Systeul shall supervise and direct the

9 carryving out of these Iun tions hy thei Federal iReserve banks.

10 PAYMENT OF SIA(SCII2PTIONS

SEC. 8 7. (a) Stllsection (c) of seetioi 10 of the Gold

12 Rleserve Act of 1934, as amended (17. . C., title 31, sec.

13 822a), is amended to read as follows:

14 "(e) The Scretaryv of the Trvasury is directed to use

15 $1,800,000.000 of the fund established in this section to

16 pay part of the subliscription of tile TUnited States to the

17 International Monetary Fund; and any repayment thereof

18 shall be covered intaj the Treasury as a miscellaneous

19 receipt."

20 (b) Thie Secretary of tile Treasury is authorized to pay

21 the balance of $950,000,000 of the subscription of the

22 United States to the Funld not provided for in subsection

23 (a) and to pay the subscription of the United States to the

24 Bank from time to time when payments are required to

25 be made to the Bank. For the purpose of making these

-lo



9

1 payments, the Secretary of the Treasury is authorized to

2 use as a public-dlebt transaction not to exceed $4,125,000,-

3 000 of the proceeds of any securities hereafter issued tunder

4 the Second Liberty Bond Act, as amended, and the purposes

5 for which securities may be issued under that Act are cx-

i tended to include such purpose. Payment under this sub-

7 section of the subscription of the Uaitcd States to the Fund

S or the Bank and repayments thereof shall he treated as

9 public-debt transactions of the United States.

10 (c) For tile purpose of keeping to a minimum the cost

11 to the United States of participation in the Fund and the

12 Bank, the Secretary of tihe Treasury, after paying the sub-

13 scription of the United States to the Fund, and any part

14 of the subscription of the United States to the Bank required

15 to be made under article II, section 7 (i), of the Articles

16 of Agreement of the Bank, is authorized and directed to

17 issue special notes of the United States from time to time

18 at par and to deliver sach notes to the Fund and the Bank

19 in exchange for dollars to tile extent permitted by the re-

20 spective Articles of Agrcenmnt. The special notes provided

21 for in this subsectioa shall be issued under the authority and

22 subject to the provisions of the Second Liberty Bond Act, as

23 amended, and the purposes for which securities may be

24 issued under that Act are extended to include the purposes

H. E. 3314- 2



1 for which special notes are authorized and directed to be

2 issued under this subsection, but such notes shall bear no

3 interest, shall be nonnegotiable, and shall be payable on de-

4 mand of the Fund or the Bank, as the case may be. The

5 face amount of special notes issued to the Fund under the

6 authority of this subsection and outstanding at any one time

7 shall not exceed in the aggregate the amount of the sub-

S scription of the United States actually paid to the Fund, and

9 the face amount of such notes issued to the Bank and out-

10 standing at any one time shall not exceed in the aggregate

11 the amount of the subscription of the United States actually

12 paid to the Bank under article II, section 7 (i), of the

13 Articles of Agreement of the Bank.

14 (d) Any payment made to the United States by the

15 Fund or the Bank as a distribution of net income shall be

16 covered into the Treasury as a miscellaneous receipt.

17 OBTAINING AND FURNISHING INFORMATION

18 SEc. 9 8. (a) Whenever a request is made by the Fund

19 -to the United States as a member to furnish data under

20 article VIII, section 5, of the Articles of Agreement of the

21 Fund, the President may, through any agency he may desig-

22 nate, require any person to furnish such information as the

23 President may determine to be essential to comply with

24 such request. In making such determination the President

25 shall seek to collect the information only in such detail as is



1 necessary to comply with the request of the Fund. No

2 information so acquired shall be furnished to the Fund in

:3 such detail that the affairs of-any person are disclosed.

4 (b) In the event any person refusecs to furnish such

5 information when requested to do so, tile President, through

6 any designated governmental agency, may by subpoena re-

7 qaire such person to appear and testify or to appear and

S produce records and other documents, or both. In case of

9 contumacy by, or refusal to obey a subpoena served upon

10 any such person, the district court for any district in which

11 such person is found or resides or transacts business, upon

12 application by the President or any governmental agency

13 designated by him, shall have jurisdiction to issue an order

14 requiring such person to appear and give testimony or appear

15 and produce records and documents, or bolh; and any failure

16 to obey suchll order of the court may be pulnished by such

17 court as a contempt thereof.

18 (c) It shall be unlawful for any officer or employee of

19 the Government, or for any advisor or consultant to the

20 Government, to disclose, otherwise than in tlhe course of

21 official duty, any information obtained under this section,

22 or to use any such infonnrmation for his personal benefit.

23 Whoever violates any of the provisions of this subsection

24 shall, upon conviction, be filned not more than $5,000, or

25 imprisoned for not more thian five years, or both.
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1 (d) The term "person" as used in this section means

2 an individual, partnership, corporation or association.

3 FINANCIAL TRANSACTIONS WITII FOREIGN GOVERNMlENTS

4 IN DEFAULT

5 SEC. 4-) 9. The Act entitled "An Act to prohhibt [lnanciall

6 transactions with any foreign government in default on its

7 obligations to thie United States", approved April 13, 1934

8 (UI. S. C., title 31, sec. 804a), is amended by adding at

9 the end thereof a new section to read as follows:

10 "SEc. 3. While any foreign government is a member

11 both of the International Monetary Fund and of the Inter-

12 national Bank for Reconstruction and Development, this

13 Act shahll not apply to the sale or purchase of bonds, sencu-

14 rities, or other olligatliols of such government or any politi-

15 cal subdivision thereof or of any organization or association

16 acting for or on behalf of such government or political sub-

17 division, or to the making of any loan to such government,

18 politieal subdivision, organization, or association."

19 JURISDICTION AND VENUE OP ACTIONS

20 SEC. 44 10. For the purpose of y111" action which may be

21 brought within the United States or its Territories or pos-

22 sessions by or against the Fund or the Bank in accordance

23 with the Articles of Agreement of the Fund or the Articles

21 of Agreement of the Bank, the Fund or the Bank, as the

25 case may be, shall be deemed to be an inhabitant of the



13

i Federal judicial district in which its principal office in the

2 United States is located, and any such action at law or in

P[[} 3 equity to which either the Fund or the Bank shall be a

Iparty shall be deemed to arise under the laws of the United

: Stales, and the district courts of the United States shall

4; have original jurisdiction of any such action. When either

the Fund or the Bank is a defendant in any such action, it

S may, at any time hefore the trial thereof, remove such ac-

tion fromn a State court into the district cmart of the United

to) States for thie proper district by follo wing the procedure

11 for removal of causes otherwise provided by law.

12 STATUS, IMMUNITIES AND PRIVILEGES

1; SEc. 4 11. The provisions of article IX, sections 2 to 9,

14 both inclusive, and the first sentence of article VIII, section

15 2 (b), of the Articles of Agreement of the Fund, and the

1it; provisions of article VI, section 5 (i), and article VII.

17 sections 2 to 9, both inclusive, of the Articles of Agree-

18 ment of the Bank, shall have fall force and effect in the

w: United States and its Territories and possessions upon

20 acceptance of membership by the United States in, and

21 the establishmncnt of, the Fund and the Bank, respectively.

22 STABILIZATION LOANS BY TIiE BANK

23:1 SEC. -- 12. The governor and executive director of the

24 Bank appointed by the United States are hereby directed to

25 obtain promptly an official interpretation by the Bank as to
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1 its authority to make or guarantee loans for programs of

2 economic reconstruction and the reconstruction of onetaryv

3 systems, including long-term stalilization loans. If the Bank

4 does not interpret its powers to include the making or guar-

5 antecing of such loans, the governor of the Bank represent-

6 ing the United States is hereby directed to propose promptly

7 and support an amendment to the Articles of Agreement

8 for the purpose of explicitly authorizing the Bank. after con-

9 sultation with the Fund, to make or guarantee such loans.

10 The President is hereby authorized alnd directed to accept

11 an amendment to that effect on behalf of the United States.

12 STABILIZATION OPEPATIONS BY THIE FUND

13 SEC. 44 13. (a) Tile governor and executive director of

14 the Fund appointed by the United States are herebh y di-

15 receted to obtain promptly an official interpretation by the

16 Fund as to -i9 whether its authority to use its resources

17 extends beyond current monetary stabilization operations to

18 afford temporary assistance to members in connection with

19 seasonal, cyclical, and emergency fluctuations in tihe balance

20 of payments of any member for current transactions, and

21 44i wbhether it has authority to use its resources to pro-

22 vide faci!ities for 4ief ov re stnetioI relief, reieeconstruclion,

23 or atirmerrns or to meet a large or sustained ouitllow of

24 capital on the part of any member.

25 (b) If the interpretation by tihe Fund answers in the
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1 a;flhii'Intiv c rithei aony of tile (1 1esIioHn s sited in sulbSeeitilIn (a),

2 the governor of the FIIund representing thle United States

P1 3 is ihereby dinelllted to os pris irompily anid suppirt f an

4 aimendmen; to the Articlcs of Agreernent for Ihe purpose

5 of expressly negaliving such interpretation. Tlhe President

6 is hereby authorized aid dilree(d to accept an anendiment

7 to lhat effect on behalf of the United States.

8 ITIJlFIiTl 1'RoIIOTION OF INTJEYA TjON;I L :OAO\ 0111(

9 RiELI TlONS

10 SnEc. 14. In the rea(ization thaft additional menswry's of

II ifrnt/inalimmi ecoloomi coopertoin. are necessary to faeilitate

12 the expansion and balalncd !growth of international trade

13 ani r'ender most fifeciv the operatIon)s of the Faul and the

14 Bank, it is htbely declared to ib the polici of tie Iithled

15 Staics to seek to bring abolut fr 'ther aCUJYr'cmeN and eoopfe't-

16 ehon amnonl nations and international bodies, as soon as pos-

17 sible, oin ways and necains uwhih will best reduce obstacles

18 to and restrictions ulpon iaterntatioal trade, eliminate unfair

19 trade practices, promote mutualIl/i adantageolrus commercial

20 relations and otherwise facilitate the exrlpnlsion and balanced

21 growthrb of inl n ational ltrade and onlorote the stability of

p) 22 inlcational eo;Ionadie rdations. In consi(Olrintq tie polic:,,s

23 of the ULnitd Stteis in foreign lemnding anal the policies of

24 the Fund and thle Bank, particularly in conducting exchange

25 transactions, the Conncil and the United States representatives
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1 on the Flund and the Bank shall give careful consideration

2 to the ogem'ss whickh has been mnade in achieving such

3 agreweLnt and cooperatlions.

Passed the House of Representatives Julle 7, 1945.

Attest: SOUTH TRIMBLE,

Clerk.

By II. NEWLIN MEGILL.

-O
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In CeS H. R. 3314

IN THlE SENATE OF TIIE IUNITED STATES

J1UXE (legislative day(, JurN 4), 1915

Read twice and referred to the Comimittee on Baiking and Currency

AN ACT
To provide for the participation of the United States in the Inter-

national Monetary Fund and the International Bank for

Reconstruction and Development.

1 Be it cuacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SHIORT TITLE

4 SECTION 1. This Act may be cited as the "Bretton

5 Woods Agreements Act".

6 ACCEPTANCE OF MEMBERSIIIP

7 SEC. 2. The President is hereby authorized to accept

8 membership for the United States in the International

9 Monetary Fund (hereinafter referred to as the "Fund"),

10 and in the International Banik for Reconstruction and De-
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i velopiente (hervlnaftlr rfcerred to as the "Bank"), provided

2 for by the Articles of Agreenmnt of the Fund and the

3 Artclces of Agreement of the Bank as set forth in tihe

4 Final Act of tihe United Nations Monetarv and Financial

5 Conference datedl July 22, 1944, and deposited in the

6 archiv es of tre i)eparoment of Slate.

7 AP'POIN'1V ENT OF GOVERNOIS, EXECUTIVE DIIREICTORS, AND

8 ALTERNATES

9 SEc. 3. (a) Tihe President, by and with the advice

10 and comsent of the Senate, shall appoint a governor of the

11 Fund who shall also serve ias a governor of the Bank, and

12 an executive director of the Fund and an executive director

13 of thTe Bak. Ti executive directors so appointed shall also

14 sierve as provisional executive directors of the Fund and

15 thIe Bank for the purposes of the respective Articles of

16 Agreement. Thie term of office for the governor of the Fund

I and of the Bank shall be five years. The term of office for

IS the executive directors shall be two years, but the executive

19 directors shall remain in office until their successors have

20 1ccn apipointed.

21 (b) The President, by and with the advice and consent

22 of the Senate, shall appoint an alternate for the governor

23 of the Fund who shall] also serve as alternate for the governor

24 of the Blank. The President, by and with the advice and con-

25 sent of the Senate, shall appoint an alternate for each of the
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1 executivce directors. Tithe alternate for each executlive dire-

2 tor shall be appointed frh:om among individuals relolmmenIded

3 to the President by the executive director. The terms of

4 office for alternates for the governor and the executive

5 directors shall be the saute as the terms specifiecd in sub-

6 section (a) for the governor and executive directors.

7 (() No person shiall be entitled to receive any salary

8 or other comipensation from the United States for scrvices

9 as a governor, executive director, or alternate.

10 NATIONAL ADVISORY C(OUNCiL ON INTERiNATIONAL

11 MONETAIIY AND FINAN(CIAL PROBLEMS

12 SEC. 4. (a) In order to coordinate Lie policies and

13 operations of the representatives of the United States oni the

14 iuFrid nd the Bank and of all agencies of the Government

15 which intake or p1articipate in makin]ig foreign loans or whicih

16 egngge ill foroign finlll exehlanre or in'meturIT Wins-

17 actions, there is hereby established thle National Advisory

IS Council on International Maonetary and Financial Problems

19 (lhereiafter referred to as thie "Co(mil"), consisting of tie

20 Secretary of th e Treasury, as Chairman, thie Secretary of

21 Sate tih Sech e tart ofa Cornrier(e, tihe Clhairinlan of the

22 BnaMd of GovcrnorIs of the Federal Reserve System, and

23 the Chairman of the Board of Trustees of the Export-Import

24 Bank of Washington.
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I (b) (1) The Coauncil, after consultation with tile reprc-

2 sentatives of the United States on the Fund and tile Bank,

3 shall recommend to the President general policy directives

4 for the guidance of the represcntatives of the United States

5 oil tile Fund and tihe Bank.

6 (2) The Council shall advise and consult with tile

7 President and thie representatives of the United Sitltes oil tile

8 Fund and the Bank on major plroblems arising in thlie ad-

9 nministration of the Fund and thie Bank.

10 (3) The Council shall coordinate, by clnsiltittiolu or

11 otherwise, so far as is practicable, the polieies and oper-

12 ations of the representatives of the United States onil the Fnd

13 and the Banik, the ExIport-Imnpoer Bank of Wnashiinigton and

14 all other agencies of the Goveuiirnmenit to the extent that

15 they make or particilpate in ilCe m1aking of foreignl I ons or

16 engage in foreign ilnancial, exchange or moneItary trans-

17 actions.

18 (4) Whiilever, under the Articles of Agreement of

19 the Fund or the Articles of Agreement of the Bank, the

20 approval, consent or agreement of the United States is

21 required before an act may be done by the respecctive

22 institutions, tihe decision as to whether such approval, (on-

23 sent, or agreement, shall be given or refused shall (to the

24 extent such decision is not prohibited by sectiln 5 of this

25 Act) be made by tile Council, under the general dilrection of
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the President. No governor, executive director, or alter-

nate representing tile United States shall vote in favor of

any waiver ef condition unider article V, section 4, or in

favor of any declaration of the United States dollar as a

scarce etIu'ene y under article VII, section 3, of the Articles

of Agreement of the Fund, without prior approval of the

Counlmcil.

(5) The Council from time to time, bit not less fre-

quently than every six monlths, shall transmit to the Presi-

dent and to the Congress a report with respect to the par-

ticipation of tihe United States in tihe Fund and the Bank.

(6) Tihe Council shall also transmit to the President

and to the Congress special reports on the operations and

policies of the Fiund and the Bank, as provided in this para-

graph. The first report shall be made not later than two

years after the estallishmnent of the Fund and the Bank,

and a report shall he made every two years after the

making of thie first report. Each such report shall cover

and include: The extent to which the Fund and the Bank

have achieved the purposes for which they were esablaished;

the extent to which the operations and policies of the Fund

and the Bank have adhered to, or departed from, the general

policy directives fornnfiated iy the Council, and the Coun-

cil's reeommendations in conneetion tlherewith; the extent

to which the operations and policies of the Fund and the
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1 Bank have been coordinated, and the Council's recoimenda-

2 tions in connection therewith; recommendations on whether

3 the resources of tile Fund and the Bank should he incr:eased

4 or decreased; recommendations as to how the Fund and the

5 Bank may be malde more effective; rec(ornnendations onil

6 any other necessary or desirable chlianges in the Articles of

7 Agreement of the Fluird and of the Bank or in this Act; and

8 an over-all alppraisal of thile extent to whnich the operations

9 and policies of the Fund and the Bank have served, and in

10 the future may be expected to serve, the interests of the

11 United States and the world in promoting sound internatienal

12 economic cooperation and furtherlng world security.

13 (7) The Colnncil shall make sui(h reports and recom-

14 inendations to the I'resident as he may from time to ti me

15 request. or as tile Council may consider necessary to more

16 effectively or cficiunily accornplish tile piiposes of this

17 Act or lhe purposes for which the Council is created.

18 (c) The representatives of the United States on the

19 Fund and thle Bank, and the Export-Import Bank of Wash-

20 ington (and all other agencies of the Goverment to the

21 extent that they make or participate in the making of foreign

22 loans or engage in foreilgn financial, exchangc or monetary

23 transactions) shall keep the Council fully informed of their

24 activities and shall provide the Council with such further

25 information or data in their possession as the Council may

I
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1 deem necessary to the appropriate discharge of its scsponsi-

2 bilities under this Act.

3 CERTAIN ACTS NOT TO BE TAKEN WITIHOUT

4 AUTIIORIZATION

5 SEC. 5. Unless Congress by law authorizes such action,

6 neither the President nor any i rsoi or agency sihall on

7 behalf of the United States (a) request or Ionsent to ony

8 change in the quota of the United Sttes rnder article III,

9 section 2, of the Articles of Agreeuuwnt of the Fund; (b)

10 propose or agree to any change in the par value of the

11 United States dollar under article IV, section 5, or article

12 XX, se(tilon 4, of tim Articles of Agreementi of the Fund.

13 or approve any general change in par values under article

14 IV, section 7; (c) subscribe to additional sihares of stock

15 under article II, section 3, of the Articles of Agreement

16 of the Bank; (d) accept any amendment under article XVII

17 of the Articles of Agreement of the Fund or article VIII of

18 the Articles of Agreement of the Bank; (e) make any loan

19 to the Fund or the Bank. Unless Congress by law author-

20 izes such action, no governor or alternate appointed to

21 represent tile United States shall vote for an increase of

22 capital stock of the Bank under article II, section 2. of tihe

23 Articles of Agreement of the Bank.

24 PAR VAiTUE OF UNITED STATES I)OLLAR

25 SEC. 6. When the United States is requesled by the



1 Fund to communicate tile par value of the United States

2 dollar, such par value shall not be communicated as other

3 than 15%Y grains of gold nine-tenths fine.

4 DEProsIToRES

5 SEC. 7. Any Federal Reserve bank which is requested

6 to do so by the Fund or the Bank shall act as its deposilory

7 or as its fiscal agent, and the Board of Governors of the

8 Federal Reserve System shall supervise and direct the

9 carrying out of these functions by the Federal Reserve banks.

10 PAYMENT OF SUBSCRIPTIONS

11 SEC. 8. (a) Subsection (c) of section 10 of the Gold

12 Reserve Act of 1934, as amended (U. S. C., title 31, sec.

13 822a), is amended to read as follows:

14 "(c) The Secretary of the Treasury is directed to use

15 $1,800,000,000 of tihe fund established in this section to

16 pay part of the subscription of the United States to the

17 Internmtional Monetary Fund; and any repayment thereof

18 shall be covered into the Treasury as a miscellaneous

19 receipt."

20 (b) The Secretary of the Treasury is authorized to pay

21 the balance of $950,000,000 of the subscription of the

22 United States to the Fund not provided for in subsection

23 (a) and to pay the subscription of the United States to the

24 Bank from time to time when payments are required to

25 be made to the Bank. For the purpose of making these
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1 payments, the Secretary of the Treasury is authorized to

2 use as a public-debt transaction not to exceed $4,125,000,-

3 000 of the proceeds of any securities hereafter issued under

4 the Second Liberty Bond Act, as amended, and the purposes

5 for which securities may be issued under that Act are ex-

6 tended to include such purpose. Payment under this sub-

7 section of the subscription of the United States to the Fund

8 or the Bank and repayments thereof shall be treated as

9 public-debt transactions of the United States.

10 (c) For the purpose of keeping to a minimum the cost

11 to the United States of participation in the Fund and the

12 Bank, the Secretary of the Treasury, after paying the sub-

13 scription of the United States to the Fund, and any part

14 of the subscription of the United States to the Batk required

15 to be made tinder article II, section 7 (i), of the Articles

16 of Agreement of tile Bank, is authorized and directed to

17 issue special notes of the United States from time to time

18 at par and to deliver such notes to the Fund and the Bank

19 in exchange for dollars to the extent permitted by the re-

20 spective Articles of Agreement. The special notes provided

21 for in this subsection shall be issued under the authority and

22 subject to the provisions of the Second Liberty Bond Act, as

23 amended, and the purposes for which securities may be

24 issued under that Act are extended to include the purposes

25 for which special notes are authorized and directed to be
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1 issued under this subsection, but such notes shall bear no

2 interest, shall be normegotiable, and shall be payable on de-

3 mand of the Fund or the Bank, as the case may be. The

4 face amount of special notes issued to the Find under the

5 authority of this subsection and outstanding at any one time

6 shall not exceed in the aggregate the amount of the sub-

7 scription of the United States actually paid to the Fund, and

8 the face amount of such notes issued to the Bank and out-

9 slanding at any one time shall not exceed in the aggregate

10 tihe amount of the subscription of the United States actually

11 paid to the Bunk under article II, section 7 (i), of the

12 Articles of Agreement of the Bank.

13 (d) Any paymlent m1ade to the United States by the

14 Fund or tile Baik as a distribution of net income shall be

15 covered into the Treasury as a miscellaneous receipt.

16 OITAINING AND FUTRNISm NO INFORMATION

17 SEc. 9. (a) Whenever a request is minade by the Fund

18 to the United States as a member to furnish data under

19 article VIII, section 5, of the Articles of Agreement of the

20 Fund, the President may, through any agency he may desig-

21 nate, require any person to furnish such information as the

22 President may determine to be essential to comply with

23 such request. In making such determination the President

24 shall seek to collect the information only in such detail as is

25 necessary to comply with the request of the Fund. No
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1 informtition so acquired sinill be furnished to the Fuind in

2 such detail thaiit the aifirs of any person arc discliosed.

3 (b) Iit the cvoIl any person Irelusties to ifurnish such

4 infornalion whcn requcstcd to do so, the President, throughl

5 any de;ignatedI govermnmntali a gency\, may by snbpoena re-

6 qiire such person to alpqear and tcstify or to appear and

7 pfodie records anid other do(ulltes, or both. In case of

S colitiinacy by1, r refilusal to obe a suIliipoena served upon

9 any such persi, the district court for any ditrict in which

10 siuh person is founild or resides or tranisacts iusiness, upon

11 appliiation by> the Pisridlint ir ly gan vVIrnmicental agency

12 designated by blin, shall lave julrisdiction to issue ain order

13 requirinig stui personi to appear and give tiestimiony or appear

14 and produce re(ords ad idi(0c( umentIs, or b1oth; n and any failure

15 to obey Such order of th e corit mlay e punished by such

16 court as a colintempti triof.

17 (e) It shall be unlawfiul for Shv oflicer or employee of

18 the Government, or for any advisor or consultant to the

19 Government, to disclose, otherwise than in the course of

20 official dity. any iinfointin obtailnd uider this section,

21 or to use anv suadh infoatl ii)on for his personal benefit.

22 Whoever violates nuy of the provisions of this subsection

23 shall, upon cnvliction, 1we fined rnot more than $5,000, or

24 imprisoned for not more thian five years, or both.



1 (d) The term "person" as used in this section means

2 an individual, partnCership, corporation or association.

3 FINANCIAL TRANSACTIONS WITI[ FOREIGIN GOVERNMENTS

4 IN DEFAULT

5 SEC. 10. The Act entitled "An Act to prohibit financial

6 transactions with any foreign government in default on its

7 obligations to the United States", approved April 13, 1934

8 (U. S. C., title 31, sec. 804a) , is amended by adding at

9 the end thereof a new section to read as follows:

10 "SEc. 3. While any foreign government is a inmemlrer

11 both of the Intenmitional Monetary Fnid and of the Inter-

12 national Bank for ]Rleonstrctiniol and J)evelopmnent, this

13 Act shall not apply to tihe sale orI pil]elase of bonds, scu-

14 rities, or other ohligations of such government or any politi-

15 cal subdivision thereof or of any organization or association

16 acting for or on behalf of such government or political sub-

17 division, or to the making of any loan to such government,

18 political subdivision, organlization, or association."

19 JURISDICTION AND VENUE OF ACTIONS

20 SEe. 11. For the purpose of any action which may be

21 brought within the United States or its Territories or pos-

22 sessions by or against the Fund or the Bank in accordance

23 with the Articles of Agreement of the Fund or the Articles

24 of Agreement of the Bank, tihe Fund or the Bank, as the

25 case may be, shall he deemed to he an inhabitant of the
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1 Federal judicial district in which its principal office in the

40 2 United States is located, and any such action at law or in

3 equity to which either the Fund or the Bank shall be a

4 party shall be deemed to arise under the laws of the United

5 States. and the district courts of the United States shall

6 have original jurisdiction of any such action. When either

7 tihe Fund or the Bank is a defendant in any such action, it

8 may, at any time before the trial thereof, remove such ac-

9 tion from a State court into the district court of the United

10 States for the proper district by following the procedure

11 for removal of causes otherwise provided by law.

12 STAB t S, IMMUNITIIS AXD) PRIVlLECES

13 SeiC. 12. 'The provisions of article IX, sections 2 to 9,

0() 14 both inclusive, and the first sentence of article VIII, section

15 2 (b) , of Ihe Articles of Agreement of the Fund, and the

16 provisions of article V[, section 5 (i), and article VII,

17 sections 2 to 9, both inclusive, of the Articlcs of Agree-

18 nwlnt of the Bank, shiall haIlve full force and effect in the

19 Urnited States and its Territories and possessions upon

20 acceptaance of nmenlIcrship 1by the United States in, arnd

21 the eslabliishenwt of, lHhi Ftnd and the Bank, respectively.

STABILIZATiOIN LOAN\S BY T1E BANK

23 SEC. 13. The governor and executive director of the

24 Bank appointed by the United States are hereby directed to

25 obtain promptly an official interpretation by the Bank as to
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1 its autbority to make or guarante cc loans for programs of

2 C!COI O0cyo reconstruction and tlic reconstnction of illaltnery

3 systems, in(ludillg lomg-terni sta)ilization loans. If the Bank

4 does not interpret its powers to ilnclude the imakilng or guar-

5 antecilng of such lo:ans, tihei governor of thi Ba]nk repiescilt-

6 ing tih ULited Stales is hlrenby directed to propose plromptly

7 and support an nncdiiimentt to the Articls (If Agrelcant

8 for thie purlpo0s of cxpliith atllorizing the Bank, ; Ifhor con-

9 sultation with tie Fund, to make or guarnitee smh loans.

10 The PrcsidInt is herebyi, authorized mai dirocted to accptl

11 at amend(imld t to hlit (efT( ona behalf of the 1;irled States.

12 STABILIZATIIN OI'CRATrIONS IY TIl]: F UN)

SiE. 14. (8) The govTrherNtr and (Xecutiv& rector of

14 thie Fund ai 1)ohltcd Ay thle Uniied States are hurt)y di-

15 rected to obtain promnplv an )lffilial interprefintioi h the

16 Fund as to (i) whcther its auhority to use its resources

17 extends be(yontd u'rent monetary stabilization operations to

I8s aforld tipltjolrary :I8ssistlil(C to ilelmlbfI s ill C(onltiOnl with

19 seasonal, (ccli(al. aod eI{1 rirgemcy flucttiaions il the bIalance

20 of ImPIywits ( 1 Y meiiblwlr for (lirreillt Irinsamttio/is, and

21 (ii) whether it has authority to use its r1soIrccs to pro-

22 'ide facilities for relicf or recoi>ihretilon or to nmct a lruge

23 or sustained outflow of capital on the part of any clinber.

24 (b) If lthe interprcttio by tih li"mld answers in the

25 afirmatlve clither of the questions staetd in subsection (a),
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I tihe governor of the Fund represenbtimg the 1 nited States

2 is hereby directed to propose proimptly and support an

3 amendment to tile Articles of Agreement for the lurpose

4 of expressly negativing such iinterprcf ati n. The I'resident

5 is hereby authorized and directed to accept ani amtiudmenti

6 to that effect on behalf of the United Statles.

Passed the ouw of clresenlatIes Junel 7, 1945.

Attest: SOUTIH TRIMBLE,

Clerk.

By 11. NEWLIN MECGILL.
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BRETTON WOODS AGREEMENTS ACT

TUESDAY, JUNE 12, 1945

TNUTo STATs SRnaTn
CoMrIrni ON' BIANNIN AiD CUTIKNCf,

Washington, D. C.
'TIe committee met at 10:30 a. m., pursuant to call, in room 301,

Senate Office Building, Senator Robert F. Wagner (chairman) pre-
siding.

Present: Senators Wagoner (chairman) Barley, Banklhead,
Downey, Murdock, Fulbright, Mitchell, Tobey, Taft, Butler, Capper,
Buck, Millikin, and Hickenlooper.

The CunamnAs. The committee will come to order. We are con-
sidering the Bretton Woods agreements and the bill which passed
the House of Representatives June 7, 1945, H. R. 3314, will be made
a part of the record.

(The bill, H. R. 3314, is as follows:)
[( R,2 231, 79th Cong., at sbe

AN ACT To Prioide for the partilpation of the uAtted States in th nteraStlonali Moanetar
Fond aI }e* Intternatioal Bank fo r e.oustruction ead Deveoanownt

RBe it nac etd by the Renate and Boasi of Representatves ot the United StWi
of America tn aonrest aasennbled,

SHORT TiIV

Fos 1. This At may be cited as the "Dretton Woods Agreements Act"

AnKANqA o MMItf

sNr. 2. Tno ftesident is hbereby authorlzed to nacePt membershtp for the Uuited
Staines in the lnternati.nal Monetary Fund (hereinaftor referredl to as the
"'and"), and in the Inltnrationnl Bank for Bfetlostruetlon and Development
(hereinlfter referred to as the "Bank"). provided for by the Articles of AlRne
ment of the Fund and the Articeles of Agreement of the Bank as set forth in the
Final Act of the UniteI Natiotns Moetalry and Flranclas Conferene dated
July 22, 9..and deposited in the nrehival of the Department of State.

APrcflnTRnr OF anotflN~fl. ArNctV naroetSr , AND atTW¶ATIS

See S. (a) The President, by and with the adtiew and consent of the Sentte,
shall appoint a governor of the Fund who shall also serve as a goernoar d th4

Bank, and anl extective diretor of the Fund and n eeutive diretor of tbe
Bank. The ective directors so appointed shall also serve as provLsionaal

executive directors of the Fund and the Bank for the purposes of the rspectlive
Artieles of Agreement. Tine term of nffce for the governor of the Fund and of
the Bnnk shall be live year. he term of office for the executive dlre!tors shl
be two yearn, hut the excutlve directors shball remain In offi until their st ,
coeors have ben appointed.

(b) The Presaidenit, by and with the advice and consent of the Senate. shlI
aploint an alternate for the governor of the Fund who shall also sorve as alter-

1
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tlate for the governor of the Bank, The President, by and with the advice and
consent of the Senate, shall appoint an alternate for each of the exactlie direl-
tore. The alternate for each executive director shall be aproiuted from among
lndividul remomuWendel to the President by the executive director. The terms
of office for alternates for the goernor and the eecutive directors shall be the
amme as the terns s~ified in subectiot (a) for the governor and executive
directors.

(e) No person shall be entitled to reeeiv any salar or other compensation
from the United States for servicees as a goRvernor, executive diretor, or alternate.

NATIONAL ADWISOMY COMNCIL ON INfTAINMON MONIMlFAf AfID rnNAWCMA

SIT. 4. (a) In order to coordinate the polices and operations of the repre-
senntives of the United States on the Fund and Bank and of all aaniees of
the Government whieh make or particpate in mking foreign loans or which
engage in foreign financial, exchange, or monetary transactions, there is hereby
etablished the National Advisory Councll on ntentional Monetary and
Finaleial Pfrohms (hereinafter relerred to as the "Council'), eonsisting of the
Seretary of the Treasury, us chalrman, the Secretary of State, the Secretary
of Commerce, the Chalr.man of the Board of G overnors of the Federal Reserve
System, and the Chalrman of the Board of Trustes of the Export-lmport Bank
of Washlngton.

(b) (1) The Council, after consultation with the epresentatives of the
United States on the Fund and the Bank, shall recommend to the President
genlral oliey directives for the galdauce of the representatives of the United
States o, the Fund and the Bank.

(2) The Council shall advise and consult wit the presldelt and the repre-
sentatives of tile United States on the Fund and tire Bank on major prohlem
arising In tle admiistratlion of the )und and the Bank

(3) The Couneil shall coordinate, by consultation Or otherwise, so far as iS
pra.tieable, tie poliiesl and operations of the rpresontatives of tile United
States on the Fnnd and the Bank, the E4xpnrtIot Bank of Washington, and
all other agencies of the .ov.rnment to the extent that they make or artlcipate,
In the makihg of foreign imons or engaged In foreign finanIel, exchange, or
monetary transactions.

(4) Whenever, under the Artiles of Agreement of the Fund or the Articles
of Agreement of the Bank, the approval, consent. or sgrement of the United
States is required before an act may be done by the ,speetlve IlStitutions, the
decision as to whether scleh approval, consent, or agroement, shall be given
orr refusel shall (to the extent such disIon is not prohlblted by section i of
thils act) he made by the Council, under the general direction of the President.
No governor, excutive director, or alternate re,)rtseing the United States
shall vote ii favor of a waiv ii der article V sectIon 4, or iO
favor of any dclaration of the United States dollar as a scar cuarrenyv, under
article VII, setion 3, of the Articles of Agre nmet of the FUnd, without prior

apliroval of tire Council.
(5) The Coulll from time to time, but not less freqlently than rnry six

months, shall transmit to the President and to the (Oangress a report with re-
$spet to the partiilPation of the United tates it the Fund and the Bauk.

(6) The Council shall also transmit to the Predent and to the Congres
special rollrta on the eperalions anId olicts of the Funndad te Bank, as
proviule. in this pragraph. The first report shall be madle not later than two
years a!r, the establlishntst of the FmdI and the Baiuk, and a report shall be
made every two years ftter the making of the flnt rolrt. Each such report
sall cover and Include: The extent to whibh the Fund a. Ithe Bnnk have
achieveld the puivses for which they were established; the extent to which the
olwratlons and plilles of the Fund and the Blnk hnave adhered to, or departed
front, the generi polly directives formulatell by the Counlwcil, and the Coli-
di's reommendaims In omnnection tiherewith; the extent to which the oper-
ations and olicies of the Fund and the Bank have boeen coordinated and the
Colncel's rerommendatlons In coneetlon therewith; recommendlations on, whether
the resorec of the Fund and the Bank should be inreLased or dereasied: rencr-
amndntions as to how the Fund and the Bank ny be made more effective;
reconrlndatio ns on any other necessary or desirable changes in the Artcleel of
Agreement of the tmd and of the Bank or in this Act; and an over-all apprdsal
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o tlie extt to whi}ch the oprations mnd policies of Ihe lhnd and the bank] hnve
sewrved, and in the fu(ure may be je{nteed to serve, the ite..rests of the United

trits and the world in promotig soundIL intelrnationall eononIe col, l/ation and
furtheringh world security.

(7) The (IouliI shall make such reports and ...o m¢nentiaons to the Prosi-
detl /, e mayi flrom itHe to thim, requlstr, ir It! (tmonlcL 4lily consider e(eis-

ny to iorer, drfetvly o r fleirtly ac ,eontpllisb the purr,;es of this Art or the
purpowse fur which the Coun¢,lt is rl'outte].

O () The reitifnltaitives of the n'ite1td Stltcs on thi! Foil and the Bank, and
the EBpart-lxlMn I HlIak of Wasijilnttol (lnli all otlier "wtn *ls of the (>oveItrI-
ment to Iln, ext.i't that they make or parelpale in the Balking of forei4n vansi
orl engage in foreign finacial, exchange or mont..ry tralancthlis) shall keite
the CN.il.cil filly hi,.ortlj. of thtir ,tiviles alid Shall prvid, the Council wihb
Kualh further nllforatilot or data In their Irs...sin as thei Counli Il*y dee,
necessary to the approplriate discharge of Itsl rlponsillitem under tils Act.

CERTAIN A;CTS NOr O nT IA'ln WrllOUT A'fllO*tflflO¶

S,%C 5. Unless U0ngress by law authorizs sl h action, nelther tile lresident
nor any prsol or agency shot1 on bnot.fl or tae lUnled $tatet (a) request or
cottaait to any change in the q(ota of the Untlel State under artille Ill, see-
IC.. 2t, or Gb ArtilSA of AIronmt of the Flund; lit) popre' ore agree to any
chang1 in the par valueI of th1 Unitted States dollar uader arth'le IV, ecion 5,
or article XX. setion 4, of the Articles of AgrenimTt of the Fund, or alppove
any gOmll] (qlaIe in lar vatiesa tinder r idie IV, section' 7; (ele iuribe
to adlditlonnl starel or stock under artile II, serlon 3. of the Artiles of Agree-
meal of the BaInk; (ilc accept any amendment under artiche XVII of (he A,-
ticl of Agreement of tile FUnd or article Vll of the Articles of Agreemnt of
the fank; (P) make any lImi to the FIuntd or the Hiank. UnLt CUlgrlss by
law nithori [ wutoh iati.,. .o goermr or alternate appolntedl to re.pr.set the
Unitd Statens shall vote for all Inerase o'f apllal atmok of the Banllk under
article II, ectlion 2, of the Artleh, of Agreement of tile Rink,

rA& Va ls or rxflEF STATieS CIUAR

Sc, 6. When the United States is reqUosed by the F.nd to c monunicafte
the par valu, of ihe Unlitedl States dollar, such Iar value salll not be cm-
mnrdcltled as other than 15A grains of gold ninetenths filne.

Sxc. 7, Any Feleral ltesrvo h l..l whih is reqnested to do so b}y the Fund
or the Hank shall jet as its depositoy or as its fiscal agent, and the IBoard
of Govenors of the Federal thsr'e Systeml shall spervse anld direct the
carrying out of these functions by the Fedrl Reserve ballks.

IrAYTa or [UBnsRsimOT

Se,. . (S ) SllbsCetiot it) of sctiOn 10 of the Gold Resrve Ac of 1934, as
amended tU. l. (.. title 31, seo. 822a 1 is amended to read as frlorws:

"(c) The Secretary of the Treasury is directed to use $1,800.000,0) of the
fund established In this section to pay palrt of the subrilptilon of the Unlitei
States to the hItprnational . M.. lnery Fund: and any repayment therieof shall
be rCvered into the Treasury as a mirellnFos refeiptl"

IbI) The Seeretry of the Treasury is e ltr tho'id to Pay the balnoe of *W,-
0D.OC) of the ubalcrtion of Ihe United States to the Fond not prorlhed for In
subsetion In) and ito Pay the nilbswc.ptnoti of the United 8tates to the Bank
from time to time when payments are required to be made to the Bank. For
the pmuplmo of mnking these paymenti. the Secretary of the Treasnury is author
hard to use as a pnull,-dCbrtt trnsation not to Oexeed $4,I2SO(,0O of the pro-
Foods of any securities hereafter issned under tile Seond Liberty Bondl Act. as
amended, and the purDoses for which securities may be Issued under thbt Ac
are extended to include Sl h purose. Payment nllder this subseetlon of the
shsrlptiia} of the lnliad States to the Fund or the hlnk and revaymeuts
thereof shall ie treated is publlr-dc' t t.ransactions on the United States.

(c) For the pi..oseI of keelling to a minimum the cst to the United Sthtes of
partlcipation in the Fund and the ]lank, thile Seoretary of the Trelsury, after
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payihg the subscription of the United States to the Fund. and any part of the
subseriptilon of the United Btatesto the Bank reqnlred to bewade under article I,
section 7 (ii. of the Artile of Agreement of the lank, a is authoried iand directed
to Issue special notes of the Unitled Stati from time to time at par and to deliver
sueh notes to the Fuod and the Bank in e,,hange for dollars to the extent per-
mitted by the r Arrwctive ArticlS of Agrefimen The sp{ial notes providled for in
this wsu(ctimon shall he issued under the authority and subjeet to the provisinns a
of the Serord Ullwrty Bond Act, PS amended, anld th]e pelrpln for which seuritieS
may be issued under that Act ar extendled to include the purposes for which
.pelal 1utes are nILthorird and directed to be ibsedl under this mbsetlln, but
sueh notes shal bear no interest, Alal hbe nmrNegotiable, and shall be payable on
demland of the Flid or the Bank, as the case may be. The fais amount of poclld
notes issud to the F,..d under the authority of this subeetion and outstalnding�lg
at anlly one time Shall nt ex"'ed in the agregaie the amount of the subselrptlon
of the United States actually paid to the Fund, and thie fae amount of such notes
islued to the Bank and onstanding at anly ole time shall not exeld in the
aggregate the aimoant of the snuhSrlptIo nf the United States actually paid to the
Bank under article 11, se'ion 7 (I). of the Articles of Agreement of the Bank.

(d) Any payment made to the United States by the Fund or the Bank as a
distrlhntlon of net lncome shall be covered into the Treaury as a miSCellaneous
reeipt.

osr~rena mmeWma ebmw atmraMai

Sw-. 9. (a) Whenever a request is made by the Fund to the United States as
a member to furnish data under artile Vill, section 5. of the Artiehs of Agree-
meut of the Fuod, the Predsient may, through any ageney he may designate.
rnalure any person to fUrnlish such information In the President nmay determine
to be ssentinl to comgly with such reqest. In making such determination the
Pr idrent shall seek to eollect the infolrmlatlon only in such detail as is neesa8ry
to comply with bthe ieuest of the F.n..d. No Informlation So aPeilrpd shall he
furnilhod to the Fund in such detail that the affairs of any perlon are dielsed.

(I) In the eveun any persol refuses to furnish such information when requestod
to (10o , the I'Prident, through anlly de{lgnated gvernmental agency, may by
subttal roquire Such person to appear and teatify or to appear and produce
records and other documents or both. In (,as( of on..tuml'. by, or refUsa{ to
obey a suhpenjr SerTed ulvOn any such plersn, the district mort for any dlstriet
in whhich such pIrN is found or resides or trans acts businus, upl, apdlcltailon
by the President or any go..rl.l.mntal ngency designtird hy him. shall have
Jurilstion to issuoe an order requiring suh person to alpear and ive leatilmny
or appe llr nlid rIaouoe reOrdti and donuments, or both; and any failure to obey
Iulh order of the court may he puialbed by s1uch iolrt aS . montotpt thereof.

(el It shall [e 11n]h WIful for any oficeqr or employees of the Oovernment, or
for any advise or consltant to the Goernlm ent'. to d{l,'h), otherwise thal in
the cou.rse of oiial duty, any inforalithn oblained under this section, or to uSe
ally salh hnforuaiion for bis Poersnal lueafit. Whoaver voltates arty of the a
proviSionlI of this sumhstion shall, Upon convJictiPn, hbe Ild' not more than
$,Joo or imlprisnaed for not more than five years, or both.

(d) The term 'erson" a 'sed In this section mas an aindividual, lartner-
ship, corploration, or asoliation.

FINANCIAl TaN*SAcIoNs WITH M0lDEoN GO{ 4INSMEST$ if DSA{I1.T

SEc. 10. The Act entitled! "AS Act to prohibit filnancial tranctilons with any
foreign government in default on its obligations to the United Btares," ai)provd
April 13, 1]34 (U. S. C., title 31, arm 8"Ma). is amended by adding at the end
thereOf a new set ion to rnld as follows:

IS ., 3, While any fol'igl goverlnen t is a member both of the International
Mlonetary Fund and of the International Bank for Reonsteructlon and )evelop
ret, this Art shall not apply to the sale or purelase of bonds, seurlties, or other
obligations of such government or any poaltieal subdvislion thereof or of any
organztimon otr 1sbiatlon acting for or n behalf of such government or political
subdivision, or to the .mmakin of any loan to such government, political sub-
dlvisoln, orgjnizallot. or asoetol,"
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Dm erncrio, Am~ vtci* or AcrIoS

S U11. For the iruwse of any action whnch may be brought within the United
Stales or Its Territories or pasesmalon by or against the Fund or the Bank in
accordance with the articles of agreiilent of the Fun/d or the articdes of ngre-
ment of the Dnal, the Fund or the Bank. as the case may be, shall be deemed to be
an lnhlabitant of the Federal judicial district in which its principal office in the
United States Is located, and any such action at law or In equity to which either
the Fund or the Bank shall be a party shall be deemed to arise under the laws
Of the United States, and the district courts of the Unriol States snhall he
original jurlstietonoif. any such aftion. When either the Fwud or the Bank is
a defendant in any such action, it iay, at anly tine before tile trial tUereof,
renov bullch cflton froI a State .o.lrt into the district court of the United States
for the proper district by following the procedure for removal of camuses other-
wise provided by law.

STlI]R, IMMUXIm[~Af A*D flflLWJS

Seo. 12. The provlsions of article IX, sections 2 to 0, both Inclusive, and the
first sentence of article VIII, section 2 (b), of the Artiles of Agrhment of the
Funllid, and the provislons of aticlee VI, section 5 (1), and article VII, sections
2 to 9, both inelusive, of the Articles of Agreoment of the Bank, shall have full
force and effect In the Uniteld States and its Territories and possessions upon
acentan of mrbebelshil by the United States in, ind the establishment of,
the Fund and the Bank, es1pectielty.

AIIU"TlON I4a& S1 ran novel

SEn. 18. The governor and executlve dlrector of the Bank appointed by the
Tilted states are hereby dirctedl to obtain promptly an official Interpretation by
the Bank as to its authority to mlke or gusrantee loIns for p)rograls of au-
lidie reEOIl.structIOi and tilh reoistruCtion of monetary systems, hlailding long-
term stabiltizalin loans. II thl Bank does not interpret its powers to linclude
the ramking or gunranteeing of such loans, the govermor of the Bank represent-
ln the I;uitod States is hereby direted to propos promptly and slpport an
ame/ndmeA to the Articles of Agrreement for the purpose of explicitly authorizing
the Seek, after ntsltationl with the Fuid, to make or I alrantee su'h loean.
The I'resident Is hereby authherizd] and dIrecd Io arlept an altendrment to
that effet on behalf of the IUted States.

STABIMlZWaTIO olteRis DY TraE UI¶D

sec. 14. (a) The governor and executve dlrctor of thile Fund appointed by
the Unitedl States are hereby dirgeted to olltain proliptly an ofi1[il InterPre
tation by the FIdul aw to (i) wlidher Its authority to use its resowrce eteads
byond .current nionetary stabilintioz opratlons to afford temalrary assistance
to memblrs in conttion with sessonal, cyeclical, and ,mergenty fluetnationa in
the balance of payments of any ... mber for current transactioon, and (ii)
whether It has authorlty to use its resource to provide cilites for relief or ra-
construction or to mett a large or sustained outiaw of capital on the part of any

(b) If the Interpretatlon by the Fund answers hi the affirmative eithe of the
questions stated in sbseetlon (a), the governor of the Fund repreenting the
United Staites I heIreby directed to proPMse prouptly andl sUplort an amendment
to the Articles of Agrnement for the piuflnse of exjl1rsly negativing such Inter-
pritation. The President is hereby authorited and directed to accept an amend-
ment to that effect on behalf of the United States.

Passed the House of epreentatlves Jllne 7, 1M4.
SOUTH TRIMB1,1

Clerk.
By HI NEWLIN MEGILL,

The CarnsAxN. Mr. Secretary Senator Tobey and I had the honor
of having been delegates to the 3retton Woods Conference, and be-
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cause you were the head of our delegation we will be delighted to hear
from you as our first witness on tih legislation now before us. It
was introduced jointly by Senator Tobey and myself in the Senate.

STATEMENT OF ON. HElNRY MORGEZTHAU, JR., SECRETARY OF
THE TREASURY, WASHINGTON, D. C.

Mr. MoRtGNTfHAU. Mr. Chairman and members of the committee,
when I aplpsared befor the House Committee on Banking and Cur-
rency to diiscs this legislation, I told the committee that in my
oi4nioI "the Bretton Woods agreements are good for every Amerin-
can citizen" and that "the program we eare advocating is definitely
good business for the United Stalte"

In that statement I discussed the importance of Bretton Woods to
world trade. Before the war we were the larger exporting nation
in the world. We needed exports to mainltain jobs, to absorb part of
the output of American factories and farmns. We were also a large
importer, the second largest in the world. We needed imported raw
materials for our industries and cores of nimported products to meet
the everyday demands of our consumers.

After the war we will have even more reason for exporting and
importing, for expanding trade. To make this posible the produc-
ing and trading power of Iany countries must e lrestoreal and de-

veloped; the currency restrictions and discrimination that stifle trade
must be relaxed and removed. And that, in substance, is what
the Bretton Woods proposals are about.

I want to emphasize another aspect of the Bretton Woods agree-
tnents no less ima ortant to American business-that of establishing
a world in which international trade and intenational investment
can be carried on by businessmen on business principles.

You cannot do business in an environment of disorderly currencies.
Carl Wynne, president of the Chicago Exporters Club, told the House
committee that arbitrary exchange practices make it difficult to im-[ort or export without taking risks that are too big for the ordinary
9l$iresSma an.

As you know during the 1930's a number of countries began to use
their currency systems for the purpose of securiin unfair advantages

in international trade. Germany in particular developed numerous
devices for exploiting her creditors and eompetitor:s. The use of these
tricks by Germany orced other countries to adopt similar measures
in self-defense. The result was an era of currency warfare that vir-
tually destroyed international trade and investment and prepared the
way for total war.

American businessmen have demonstrated that they are more than
willing to taketheir chances in fair competition with the business-
men of any country. All they ask is an opportunity to sell a better
product at a better price. But they cannot trade if the marks or the
esetas themy collect for their automobiles and their movies am arbi-

trarily changed in value, or cannot be sold for dollars.
That is what happened to many American companies when they

sold goods to Germany. They could either take blocked marks or
some commodity that Germany was willing to offer in payment. The
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American commercial attach6 in Berlin reported that one company
had to take 8,000,000 mouth organs in payment for petroleum, an-
other 200,000 canaries for a large press for making automobile bodies,
and a movie company was bamboozled into taking a live hippopotamus

*0 for its films.
This was only one of the many currency tricks widely Lused in the

1930's. Germany had more than 36 different kinds of marks, some
selling at discounts up to 50 percent. She had about 40 bilateral clear-
ing agreements under which exports to Germany were paid for only if
the country took German imports. This country could not and would
not do business on that basis.

I should add that this cormuntry was the principal victim of these
unfuir currency practices. Between 1928 and 1938 the value of our
eaports fell by nearly one-half while world trade fell by one-third.
We know a country cannot always keep the same export markets. But
we believe that changes in trade among countries should result from
prouietive efficiency, not from exchange restrictions.

With such currency practices as these, international trade and in-
vestmeint can no loiger be conducted along business lines. They be-
come a mnatter of intenlational politics, and they may become an
international racket.

One might suppose that when nazism is destroyed its strong;-ara
currency practices will be destroyed, too. But this will not necessarily
happen. Many countries had to adopt similar measuares in self-defeiie.
They still have them. And now, as these ¢ountries look on their shelled.
bombed, and pillaged lands, as they contemplate the difficeulties of
reconstruction, there is real danger that they may be tempted to con-
tinue miand to extend these practices.

If we do nothing to help establish orderly exchanges, to help these
countries get foreign capital for reconstnuction, they will fee com-
pelled to revert to barter deals, clearing agreements, competitive
exchange depreciation, and multiple currencies. And three devices
will be used with greater ingenuity and with greater effiectiveness
than ever before.

Rebuilding and restoring the devastated countries, as see it, is pri-
marily a job for their domestic industries. Certain basic essentials,
however, will have to be imported. These include transportation
equipment and industrial and agricultural machinery. If private in-
vestors abroad will not lend the necessary capital on reasonable terms,
countries will be forced to seek help in other ways. Foreign loans
might Ihen be arranged on a political basis. This could only mean the
rule of power politics in international economic relations.

I repeat, the businessmenl of this country do not want to do business
that way. The cxtension of these tactics must mean in the end the
domination of international trade and investment by governments.
This country hlias the greates interest in seeing that international trade
and investment are deteriined by economic and not by political eon-
siderations.

We in the Treasunty have been aware of these dangers. In 1941. we
began to work on postwar currency and investment problems. We
prepared a tentative proposal for a world fuind to set fair currency
rules and to help countries abide by these rules. We also prepared a

7
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tentative proposal for a world bank to enconurage private investors
to make sound and productive foreign loans, the risks to be shared by
all countries.

Our discussions showed that other countries were convinced our
propsals oferod a practial basis for the solution of common monetary
andfinancial problems. That convietion explains the cooperative
spirit at the Bretton Woods Conference. All the 44 countries were de-
termined to plrotect their own interests-the United States no less
than others-yet all were aware that their own well-being deponds
on international cooperation. On some points national differences had
to be reconciled; and I may add that Senator Wagner and Senator
Tobey, both delegates to the Conference, rendered conspicuous service
in this delicate task.

Personally, I take pride in the fact that in spite of all the obstacles
and pitfalls, we did get an agreement on the basis of the proposals
sWnitted by this Government. We had to compromise--of course
we did-that is the democratic way. But it is one thing to compro-
mise on details, on prcedurei; and it is quite aeotilex' to comnpromise
on fundamenlal principles. That is where we drew the line.

One aspect of the Bretton Woeots agreements deserves special
empIasis--their relation to peace. Peace is more than a political

)roblem. It is a complicated structure that can be Luniltnu ty upon
the solid ouridatin of e:onomic order and prosperity in all countries.
Pacde and )rosperity are two sides of the ame problem. We can-
Io nght ng ctone witsoat enlth aergene the otner.
We all know ]ow horrible war can he, and we are all dewtermined

to do eveiwtliing possible to prevent tlewe horrors fronm happening
,gain. IBu t you and I kthw that if peace is to endure thei muist
be jobs there iust be hoope of eaonomic beetterment. Otherwise, men
fall easy victim to the rabble rousr, to tv e quack with a dangerous
riost l'uln.

It is much the same wilh nations as with men. In either case
scufling, pushing, and shoving soon lead to blows And when blows
a~re struck in a crowd, there is likely to be work for the police riot

There was no riot squad on duty to prevent World War II. There W
were no riles of the game to prevent puihinfg anid shoving; and the
economic scufiifig of the 1930's developed the gangsters who finally
discarnled their economic blackjacks and brass knuckles in favor of
tile tanks and bombs that bathled Europle, and most of the world, in
blood.

International monetary and financial problems have been a source
of conflict for a generation. We must see that after this war they
do not become thle basis for new conflicts. That will be possible
if international trade and investment are put on a business rather
than a political basis. In my opinion, the Bretton Woods proposals
give us the opportunity to decide whether inteninational trade and
investment will be carried on through private enterprise on the basis
of fair currency rules or through governments on the basis of bilateral
agreements

International cooperation is a continuing and difficult task. But
we are making progress. The over-all job of building a world
security organization is being worked out at San Francisco. Despite
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thle obstacles to final agreemernt, the Conference nevertheless moves
on. It will succeed because the people of all countries insist that it
must sceed.

The fact that at Bretton Woods we were able to get representatives
o44 nationsto agree on proposals for a monetary and financial pro-
gran is evidence that witii care, patience, and mnderstanding, we can
get agreement on all international problems.

The peo ple of this countr'y bave shown that they are eager to have
our Government take the eadrhpin in dealing with international
economic and political problems. There is differenee of opinion
among Americans, no partisan division in Congress on this policy.
Action by tihis connittee approving the Brettrn Woods agreemeats
will be an inspiration to war-weary and hungry people everwhere,
to people who h faith that th inited Nations can and wil work
together to brg about a better t Citworld.

1'e CmAiRn A. Thank you very nmeu, Mr. Secretary. That was
* very fine statnienot an(d am n agreement with every word of it.

Mr. Moo'IniAr. Tharnk you, sir.
The CamsrMAN. .I say that as one of the merbers of tho delega-

tion.
Mr. MOEMNTUAr, Thanllk you.
Senator shCK uldor lik. Consdering the refertecr to Senators

Wanmet anl ed Tobey, I would sa it was an specially fine statmennt.
The CulalMas X. o isek you very muchh Mr. Secrctary. We will

now hear Mr. Aheson.
Senator 'lar. Mr, Chairman, may I ask the Semretary a few ques-

tionsl
The CAaMAI N.~ Certiily. I beg y~or pardou . to g
Senator Tr. I do not su thOe the Secretaly wants o go ito c-

taels and therefore ttiat he hill ave o thers fom tih Departinent to
do that.

Mr. MOROENTfrm. Yes, sir.
Senattor TAn. But I should like to ask the Secretary a few general

questions.
a Mr. MoRnWaV. All right.

V Senator li'At. I should like to know what other American money
will come ? to tan's pic t ure. Let us suppose the Japanee war would
core to annn e tl ism 80 days, we hil say, what are our et menta
on lend-leaie, ulmi otherwise, if there are any such colmitmenits out-
side of the Bretton Woods agreementsl

Mr. MononiAMu. I am asking Mr. Asheson to sit next to me as he
might be helpful in making any answers.

Senaltor A.rr That is all right. I have in mind, for instance, the
French agreement and the Dutch aglreemellt, and whatever there may
be in the way of an agreement with Brilain, and so forth; what would
we be obligated for I do not suppose it is an absolute obligation,
but. for instance, how much would we be expeted to funish the
British under lend-lease if VS-day should crne now?

Mr. MornNanownA. May Mr. Acheson answer that question?
Senator TAn). Yes.
Mr. Acn~soN. There are the three agreements to which you re.

ferrted--the French, the Belgian, and the Dutch. rThere is also, not
nn agreement, but a general program with the British. So far as

9
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the British program is coierwed, you make it difficult to answer by
saying "suppose VJ-day came in 30 days." The British progrlam is
one which carries on lromn VE-day to VJ-day. If VJ-day should

omne within 30 days then that program will come to an end. But,
I take it, it is not at all likely Vd-day will come in an days.

Senator 'TArt. No; but I was trying to get an idea of e g enerl
situation. For instanceu, there is a civilian population in England
as contrasted to the absolute war set-up in the Fat East.

Mr. Acntso:x. There is nothing in the British program to carry on
after VJ-day. I presume it would come during a period when ships
are at ma, and until some arrangement could be made to divert the
whole flow, which is in considerable volume, that would go on, hut
that would be a very short time. But so far as lend-lease is concerteda
or to more directly answer your question, so far as the British part
of lend-lease is concerned, there is no plan looking beyond VJ-day.
And inasmuch as you have mentioned the French, Belgian, and Dutoh
agreements, I will answert that the F rench agreement loohed forward
to a program rulng o to the middle of 1946. That will probably be
revised so that it will become simply a program for the year 1945, and
that will, lo be true of the Belgian and Dtntch programns.

Senator Tvt'?. As I recall it, originally the French program alto-
gether ran to about 2'. billion dollars.

Mr. Ache oON. Yes. ulit that would he cut down to slightly more
than half if it wer to run to te end of this pearBt of theseare
rogriams are based on the profosition that we have 5,0,0O(I or more

Sen in hose Taes. and that the iy have to be redeploayed; that a tre-
mendous bAeiliT is placed upon the whole transportation and pro-
d- tive stshms of those three countries, and therefore we will allow
lend-lease t run along until we get our people out of those areas
and take that burdent oio of them.

Senator TArn I lake it the first things that are going to the
Senato me machinWs, equipment, and so forth.
Mr. A(n]sox. There is a provision in both agreements that at any

time the President determines it is not absolutely essential for our
own purposes, these agrexnts go oi a repayment basis, so that
we wouli be repaid at any time the President wishes to put that W
into ofleft.

Senator Tart. Then those would become in the natur of lromns.
Mr. AcTrsoN. Yes.
Senator Tar. They would probably be turned from lend-lease into

loans.
Mr. ACRESOw. That is correct
Senator TAr. Woiud something of the same sort be done with

the British in case of VS-day?
Mr. Acnrsos. There is no plan that I know of in contemplation

or in existence about that
Senator Tare. Can you tell us whether Mr. fopkins promised

Russia anything in the way of continued lend-lease)
Mr. AcnesoN. I cannot, because I do not know.
S'nator TFrT. When did Mr. Hopkins get back]
Mr. AcNo. I understand from the radio announcement that he

is to hat bacic today.
Nenator Tart. Wellt Mr. Chairman, if that infomation is avail-

able I think we ought to have it. For instance, as to how much the

10
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loan to Russias is to be, whether made through lend-lease or by means
of any other inegotiaitioh Mr. Hopkins has had.

Mr. Moarairnu. I might add that I am not aware that subject
entered into the convemations.

*• The CnmaAN. Do you mean the conversations Mr. Hopkins has
had with representatives of Soviet Russia?

Mr. MoRoermAu. Yes. I have not been advised that any question
of loans was a part of the eConvtersaioni*.

Senator Tarr. Is any lend-lease going to Russia today?
Mr. MoaornTsuo. Yes. Is not that so, Mr. Aclheson?
Mr. Acnrsos. Yes; there is, Senator Taft,
Senator Tart. Have you any idea of the volume or scope of it?
Mr. AcnsoN. You see, there was an announcement a month or so

ago, right iafter VE-day, that-
Senator Tmr. There were two or three announcements and they

seemed to contradict each other. I want to know what is actually
ha ,ening.

Mr. Acnrsorn. I only know of the two announcements; one put out
by the Acting Secretary and one by the Secretary. I do not think
they contradicted each other. The idea of it was that such lend-
lease as was going forward would be in connection with the prosecu-
tion of the war, and that we were reviewing all requests of the Soviet
Union for lend-lease to see whether or not they would contribute to
the actual prosemution of the war.

Senator TArr. It was going forward at the rate of $100,000,000 a
nmonth, was itnot N

Mr. Aclrneso. Well, I should tlhink not, but I could not definitely
answer that question offhand. I would have to get the figures for you
if they are available.

Senator Tart. Tire general purpose of these Bretton Woods aree-
ments is to put up $600,,000, of our money, alohg with mioney froIn
various other nations, to loan to countries that need it. I think it in-
ortant for the whole picture that we know how much is going to

those countries by other mPethods than the Bretton Woods agreements.
Mr. AcnmosN. As I understand the situation at the present time, so

far as the Soviet Union is concerned, lend-lease is not being used for
the purtpSe you have in mind.

Senator Tar. At any rate I think we are entitled to know the kinds
of things that are going to Russi to the end that we may properly
evaluate the legislation we are considering hliere. I think, Mr. Chair-
man, we ought to have a list of the kinds of things that are going to
Russia, and approximately in what volume. And I think we ought
to have the same informat ion as to the lBelgians, the Dutch, and the
British, because nearly all of it, as I see the picture, is distinctly post-
war reconstruction. I think we ought to have a list of the thlings
that are going forward, so we may judge whether they are really for
war or are for postwar reconstruction.

Mr. Acnsow. I Ihink ill the lastreport of the Lend-Lease Adminis.
tration you have that brought up to the gslat ofMarebh.

Senator TAr. The reports of the Lend-Lease Administration are
very much in the nature of propaganda. We do not get informa-
tion in detail. For instance, they never give the exact kind of things
going to Franca, Britain, and so on. It is all lumped together, ac-
companied by pictures, and they do not funfish anything in detail. I
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think we ought to have a list of the liedlease, and anything else, go-ing now to European countries where there is no war today, and ap-
plvxilately the volume in which it is going. I think we ought to
hae that information, and must have t biforen we cal pass intel-
ligntly upon olw much of the l hetton Wools agee lents isr neeed. sThe CHam elAN. I am sure the Seretary of the Treasury will give ·us that information.

Mr. MOaaC. mAt, Surely.
l'ile informati on re Iferred to apClears on p 4Ir.)Siniator Art. Very well. Tfhat is an entirely satisfactory responseNow, there is one other question: What about the reeonmemedations

that have ben in the oifing for the Export-Import Blank of Waslhiingeton. Can you tell us, Mlr. Secretary, what legislation the Govern-
ment is going to ask for the Export-Import Bank of Washington?Mr. MorNounnu. The most recent mnfl'mation, or I will say con-versation was one I had yesterday with Mr. Clayton. I [mderstand
frmn Mr. Claytonix that they will shortly introduce hbill in the House
pertaining to the Export-i'mport Bank.

Senator TIAT. The present capital of that bank I believe is $700,
000 0(X).

Mr. MO/iRENTHAT. Yes, sir.
Senator TAFT. Will that be increased to $2,200,000,000 or sonmething

of that klind
Mr. MoOeseTHiUr. That figure has not yet been settled in the execu-

tire bramnh of the Government. It is under discussion now.
Semtor Tarr. But that bill will probably be itreoduced btefore thiscolulmnlte paes on this legslatiotn.
Mr. MoUOrlm:mLv. From the conversation I had with Mr. Clayton

I think it will be introduced tomorrow.
Senator TAr. Is the Export-Import Bank going to make loans

diect ly to governments only, or in some cAsaes to others?
Mr. Mosn Tarfu. As you probably noticed, I was conferring with

Mr. Acheson just to be sure that my information was accuirate. Tleycould make loans directly to governments, but the normal process is
to underwrite American exporters and importers,

Senator TArT. I unlerstand you to denounce direcat loans in your
prepared statement. You say:

Iternatlonal monentary ind Mianeal probloeins have been a sour0e of confliCtfor a generation. We mut se that safter this war they do not bec..am thebasis for new conflicts. That will be possible if internIran al trade and Invent.
meont are plt on a business rather than a political basis.

Again you say:
The BrStton Wods prolloals give us the opportunity to decide whether international trade and ilvestmelit will be carried on through privae enterprise ontle basis of fair currency rules or through governments on the bIsis of bilateral

atgrt'olment S.

Is inot that just what the Export-Import Bank is going to do, makebiloteral agreements that will carry on this trade?
Mr. MoOrrOe A(r. But that is with reference to some of the shorterloans, loans for friom 3 to 5 years, we will say that the Export.

Import Bank would participate in thoe. But with loans unning
from 20 years to 80 years for public utilitie, that require a long timeto repay, those woulld he cmnductd by the world bank.

Senator Tony. Is it not a fact when the House Committee on Bnnk-lug and Currency considered this bill Mr. Woleott, the ranking mi-
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nority member, spoke of the Export-Import Bank and recommnnded
an inclrease for the prime purpose of a distinction between short-term
and long-term loans over there

Mr. MORGNTHAU. That is quite correct.
0 Senator ar.v Do I understand that the Export-Import Bank is to

be limited to short-tern 1oansm
Mr. MoonrunAu. That is my understanding.
Mr. Anleson. Not altogfther.
Mr. MoRnoaeanAu. Will you let Mr. Acheson answer that question
Senator Toncy. Their loans would be short term in comparison with

loans for, say, 40 or 50 years?
Mr. AcnrsoN. Yes, sir shorter than that.
Senator ToanY. Thee is a distinction between the two
Mr. Acreson, Yes, sir.
Senator TAnr. Is it not possible that we can use that power for

making loans on a politicallasis, and that that will encourage other
nations to make loanls on a political basis also?

Mr. Acmrsos. The Secretary has asked meto take up there.
Senator Tr'v. All right
Mr. Acheson, The comlparable bilateral arrangements to which I

think you refer, Senator Taft, are those by which you channel trade
between two countries. In other words, barter arrargements. That
is not the purpose of Export-Import Bank loans.

Senator TAnt. You say "foreign loans might then be arranged on
a political basis. rlqis could only mean the rule of power politics
in international economic relations." I take it with the x port-nm-
port Bank it is all righit for us to engage in pxower politics but it is
not all right for other people to do so. Or do you think we are so
noble we won't so engage in power politics

Mr. [MORnOENTaArI. I do not think that refers to the same thing.
Senator BurLza, Mr. Chairman, in connectilon with the rejuest made

by Senator Taft for a list of the articles that are being furnished by
us under lendldeas to various European countries, I would like espe-
eilly for the principal items of food and the amounts thereof to be
indicated in such a statement.

The CHanMrar. All right.
Senator BUttR. Mr. Secretary, on page 2 of your statement you

say:
Betwe.n 192 and 198 the value of our export, fell byi nearly ouelhalf, whle

world trade tell by one-third.

Did not the Reciprocal Trade Act become effective in 19841
Mr. MOaDOEnrAu. If you say it did, I am sure that is right.
Senator Bann. I am quite certain it became effective in 1934.
Mr. MORoENT[ IAU. Yes, sir; I am so informed.
Senator B'n.aTa I wonder what kind of explanation yon can make

on the fact that our export and import business would drop more
rapidly than that of other countries of the world at a time when we put
into effect the Reciprocal Trade Act.

Mr. MohENTnAhr. In the first place, I was referring to the years
prior to the time when the reciprocal trade agreement went into effcrt;
and when it did go into effect we could not negotiate very promptly all
trade agreements. I have some facts on that if you care to hear tem.

Senator BE All right

13
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Mr. MoGornTrAV. During tile past 11 years reei procal trade agree-melnts have been concluded with 28 countries, including 8 out of 10of our best customers. That is for 65 percent of our trade. Our ex-ports to trade-agreement countries rose by 68 percent, and to noiragplement coutrties only 82 perernt, from 1934 to 1938. Our imports afrom Lltrade-agreerent countllries inLcreased by 22 percent, and fromnolnaigreernent countries only 13 percent.Senator BUTLEuR. But the fact remains that the foreign trade ofother countries rose more rapidly.
Mr. MonaRENTnAu. That was prior to 1984.
The Cna!MAag. Any other questions]Senator Fmatrare,. With particular respect to the statement onpage 8:

This country hba the greatest intest in seeing that international trade andinestment are deternined by etonomic and not by political consderattons.It occurred to me that before the war we did busines with suchcountries as Japall and Spain without any regard to political eon-siderations. It does not seem to me that in the future we can isolatethe economic fiom the poliu cal; and in stating several times that thismust be done oin an eronomic basis without regard to politics, that isnot quite correct.
Mr. Mo~cac. rrsnA. The discussion at Bretton Woods-
Senator FsaromnT. Is not this a part of the political internationalarrangement In other words, let us asume we are not going tohave an international organization, in the political field would yousay this Darticular scheme shlould go forward?Mr. Mo~atnr. Senator Fulbright, the discussion at BrettonWoods was based on the economic needs of a country and not on thepolitical needs. And the thought all tlhough the discussions was, par-ticularly ts affecting the small countries, such as Greece Czecho-

alovakia-
Smator FuLruarOT. And the Argentine and Spain.Mr. MonoAsTnrAv. I did not put them in.Senator FrUvmUHT. But you will be faced by that situation, is whatI meanll.
iMr. MonTrCTaAv. I can only report to you-and the two Aeran Wdelegates that are sitting here at this committee table can either affirmor deny what lappenetd--hut the thought was-The CnAThMAN. I have just checked with Senator Toley, and neitherone of us heard any politics at all at Bretton Woods.Mr. MoSioxraiTny. The thought wa, that those countries could cometo a world bank or a world fund and get their financial needs takencare of without having to sell their political souls. And that wasthe wiole idea. I am sorry, Senator Fulright, but I would not hehonest if I did not stick by my guns on that, and that is my conceptionof Thtton Woods. These are to he filancial institutions run by finan-cial people, financial experts, and the needs n a financial way of acountry are to be taken care of wholly independent of the political

connection.
Snator Fcairnonr, Then if this country has no foreign policy andbltndmrs along as it did for the last 20 years, you would go ahead andfinance, y, the Argentine, regardless of what you thought it woulddo, and tile same as to any other country.

14
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Mr. MOoENTRnALU. You put me in an embarrassing position, but I
will have to answer.

Senator FULttIGcirr. I do not mean to embarrass you, but do Wanit
to know what the idea is.

Mr. MAfo:Totx Au. I tunderstand. But I will go through with it:
tilf the Argentine was a member of the bank and the fund, aind site

needed certain financial help to mineet her requirements, being a member
liet requirentuls are to be taken care of independent of her political
ideology. I choked on it, but I went through with it.

Senator Fvrlnaion. It stems tome that is going pretty far, and I
do not quite agree that that is a sounlid policy.

Mr. MOnENTiAv. That is in the rtcord, too.
Senator FucirdrrlT. It would seem to me that it mieans the fund will

hlave no rleationrship to the State Department. B1t let us assume the
State Departeniit d*oes develop sonme consislent policy in foreign rela-
tiotns I cannot lielp but believe that our financial plic:? should be
subservent to the political policy its esiablised ii te State Depart-
mtnt. It does not s.eel preoper that our various relationshlpu witht
other countries should be conducted entirely separate from and without
any rregad to other relations.

Mr. Monol.wrIsau. I would rather not answer that on the record.
(Thereipon there was discussion off tle record.)
enator TAr. I should like to know how you can say their require-

ments will be taken care of regardles of what may be done by others.
Mr. MOIcGNTHAtV. I do not know about that.
Senator TA'r. We have only 27 percent of the votes in the fund,

and 30 percent in the bank. Or it is somnewhere between 27 percent
and 34 percent. How can you say what will happen? Suppose
Russia should violently object to a loan to the Argentine. do you
think the board would have the right to go over their head?

Mr. MoRMrUMNTAU. All that I was trying to say, Senator Taft, was
the spirit evidenced at Bretton Woods min regard to how ilhe bank and
the fund should function. All the discussion was on the economic and
financial requirements of those countries. And, as Chairman Wayner
has said here, at no time was a question raised as to the political
ideologry of a country.

Senator TArr. Do you think when a board is set up, composed of
the great nations and the small nations of the world, they are not
going to he affected by politics about the maklting of a loan to a nation

Mr. MonrirmuLU. I am repeating myself on this. but tlhe insti-
tutions will carry out their work as far as it is hmnanily possible to
do it-and it depends on the people running it-on a strictly business
basis.

Senator TArT. We may be as noble as we are pleased to hope we
will be, but what justification is there for the theory that the English,
the Russians, and other people will take that positiont Aren't they
going to ulse any weapon they have for their purposes in Europe?

Mr. MocruntAn. Gentlemen, I hope you will believe I am very
sincere. I think in these things like Brteiton Woods we have to
assume the nations of the world have learned something while going
through this bloody war we are jutt emerging from in Europe, and
that we have the right to assume as between nations there is going
to be a new conception of dealings one with another. If there is not,
the world is lost.
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Senator TArr. I certainly would be glad to be able to join you inthat hope. But I think it hard to imagine having an international
bly of this sort free from politics resorted to by people sitting on
the board.

Senator FrmnrnoT. I don't see why it should be, I think politics
is not such a disreputable tihing that it cannot be accepted in this orany other international organization, if by politics is meant someregard for the best interest of one's own country. Take the best
example, Japan I don't sea why we should not have taken accountof what she was doing in the way of trade before the war. Appar-
ently politics didn't enter into it at all. It was a strictly commnercial
proposition. If they could afford to pay for scrap metal we would
sell it to them, That seems to me to bea very stipid policy.

Mr. MoRhI"rnAu. I ]lappel to agree with you, but I am only
Secretary of the Treasury.

Senator Fintumrir. This statement, I assume to be represented by
not onl your own view but that of the administration.

Mr. V naorsaArh. T;at is correct.
Senator Fuiarmnt. Therefore I don't think the administration

should say we are not going to hlave any consideration for politics
In various countries. It seems to me to be perfectly plroper to say,"Yes, we are, but we are going to try to be intelligent about it." Thatdoes not mean we are going to try to control Earope's internal poli-ties. That is quite diffelnt from saying that all the internal affairsof a country is of no interest to us, wlhich seems to me also rather
stu jid.

Senator Tonn. Mr. Secretary of the Treasuryrv I would like to read
here from the agreements, artidle IV, section 10:

Political activity prohibited. The bank anld Its oers shall not interfre, in
the iolitnl affairs of any muebatr; nor shall they he infiienfl in thern de
cisions by the 11litiel ehnrcter of the aemubars ocueeerrel. Only eonideicconslderitions shai brelevant to their decisions, and their coslderatlons shal
be weighed Impartially i ordr to achieve the purposel s stated in artile I.

Senator TAMrT Mr. Secretary, may I ask one more question?
Mr. McnzwxauAr. Please.
Senator TAIr. You say that foreign loans might be arranged on apolitical basis. Of course, there is nothing to prevent other countries 5

making any foreign loans they please, I assune. You say:
if private invegtors nhrord w. I not lend the u&''ary capital on resonable

tfril, countrit will be fored to Slel hrld In other wilys. Forlgn loanms nigltthen 1e arrnarg] on a politicl basia. This could only mn, th le ut of riwer
PlIti aA In iiteruatl.na.l ..onn le relations. I MuPat, the bllusiuharne of thiscountry do not want to do busins that way. The extetion of these itatkis
uist be in tile end the domination of international trade and investment by
governments.

I do not quite see why the establishment of the fund and the bank
do not mean the domination of international trade and investments
by goveninents.

Mr. MrnWENrErAut Well, what was meant by that statement. Sena-
tor, and I can see where it could be misundeathood, is that, lacking tihebank and the fined, loans would be negotiated between governments
for strictly political considerations. I mean these smaller countries
desiring loans would have to go and call on their more powerful neigh-
burs, and thie governments would work out their needs as they have in

16
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the past, their financial needs being a small consideration as com-
pared with their political needs,

Senator 'Tln. I don't see why a small nation cannot go, anyway,
to the bankers and others and other governments and ask for loans,

iut what seems to me clear is that you set up a bank like this; it is
the hank that is going to decide whetler Rumani gets a loan that

4 per Russia will want, or whether Spain will get a loan that per-
haps England wants. It seems to me that the bank hias more power
and there is more opprtunity for thle domination of intenational
trade and investment by governments thiough the setting up of these
organizationsfi than if they were never set up,

Senator TonLr. Don't you think the distinction is this-
Senator TAn¢. Don't you think the Secretary might answer the

questions?
Seintor Tower. Well, I thought maybe I could help him, but tiher

is a difference. We do not propose under this agreement to carry on
inttna¶tional trade and investments. We propose to stimulate inter-
national trade and investments. Thereis qute a distinction. It is
the difference between being entrepreneurs of international trade and
of trying to stimulate an international trade. That is whalmt we seek to
acromplish.

Mr. MORousbnTAr. I accept your answer if Senator Taft does.
Senator Ta'rr. It seems to me that by this bill your bank is going

to have the power to decide whether -this country is developed or
whether that country is developed, whether this country can succee-
fully trade or that country can successfully trade.

After all, the amount'of this fund is going to be pretty limited.
You are going to have to pick and choose. I think they can just
dominate internationml trade through their control of loans jusit the
way we are charging that the bankers and Wall Street are domni-
fating trade in the United States. That has been the charge that
has been made for years. I don't see how this is going to b very
different.

Mr. MmCRON'TruA. I would have given anything if you had been
with us at lBretton Woods. It would have been most helpful.

Senator TAnrr. I think you would have regrettedi it in the end.
* Senator TPouEY. I think le would have een. a clanged Robert Taft,

Mr. Muo:ESnfAtV. I say it would have been helpful becaause to have
gone through that conferenc~ there for 8 weeks and seen the approach
that thile various representatives of governments made to this proposi-
tion was almost like a religious revival, and I repeat myself when I
say that we have to have a new conception of dealings between gov-
ernments. I think what happened there at Bretton Woods certainly
gave nme the impression and belief that we liare fought this war for
something. If we cannot go on in a new faith and a new confidence
as between governments, well, then all that nhas been hppening inthe last 5 years is just a tragedy. I think if you had been there you
would have felt this spirit which honestly eisted. I can only say
that Senator Wagner and Senator Tobey, who were there, Could
probably express it better titan I could.

Sena6tr TArn. I cannot argue the queastion of religions revival with
the Secretary. Itowever, there is one other question I would like to
ask. That Is, the question of the general purpose of this is to in-
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crease international trade. I the purpose affe;ted by the fact that
Japan and Germany are practically outof international trade? Didn't
they have a very large volume of international trade before the wart

Mr. Moornyaan. No. That is a general misunderstanding, if
yoU don't ninid mly saying it. I haven't the figures ere, but Oer-
inany% trade was in a limited number of articles. I would be glad
to furnish those stalistics but continental Euroln can so easily pick
up Germany's export andi import trade that the disappearaince of
it will neverl be noticed.

Senator TArt. Well. it seeemos to me-I don't know-I have no par-
tioular view as to what ought to be done with Germany or Japan, but
it seemns, as far as I can see, from the ideas that are current, that
whatever increase we might get in international trade by this aild
other Ineans is going to be more than balanced by what we lose in in-
ternational trade figures after completely eliminating Germany and
Japan.

in other words, we say we have to Mnake thee people prosperous so
they can buy our goods, but in Germany we say that we must make

tem absolutely fiat so that they cannot buy our goods. It seems to
me the two policies are p ractieally contradictory.

Mr. MolnEiqftrAu. If Gernany is to be demidustrialized, as I holm
she will, and madie self-suffieiejt for food, clothing, and the simple
requlrznents needed to maintain the people on a baisis of a standard
of living not to exceed that of her neiglbors, all of the studies which
we have made show that her foner poition in world trade, in the
export and import fields, could so radily be absorbed by just eon-
tinental Europe, not including England, that it never will be missed.

Senator TAFT. I cannot see how you can take 150(X00O0 people
of the most highly industrialized nations in tie world, or iaog the
most highly industrialized nations in the world. and just bar them
out from all international trade without substantially contradicting
and to a large extent nullifying amny good that may come from the other
agreements. I cannot ,n~derstaud how you can do more than hope to

a dustad make that up.
ards Moamtn'tw . If you had the time to spend an afternoon or an
evening I wout l be very glad to come to your ofiec and put all these a
figures before you.

Germany%' trade before the war and the elimninating of those pos-
sibilities afterward--eliminin ng her as an exporter and importer.
I would be very glad to conei down and go into the thing to just as
great a length as Senator Taft desires.

Senator Frtulnlo*rc. Your i s aborut wermany, with which I
agrte-isn't that a political consideration that induced you to that po-
sition? It seems to me that is an example of a political consideratlon
that is perfectly proper.

Mr. Moron'auAr. I was trying to gire Seiator Taft as intelligent
an answer as I could.

Senator 'iaunmrolrr. I thought it was an intelligent answer, and I
say I agree with you. It seems to me it is in the nature of a political
consideration, or that it is somewhat inspired by political consid.
erations.
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Mr. MORWGNHAt. Well, I think it is more inspired by the desire for
peace in the world.

Senator FULBRIUOTT. Well, that is a political consideration. That
is what I mean by a political consideration.

4a Mr. MRo~rasTar. If that is what you mean I agree with you.
The (ChAInraN. Are there any further questions of the SecretaryI
(There was no response.)
The CHnTIAmA. Thank you very much.
Mr. Acheson, how long do you think you will bel
Mr. Acursow. I think about 20 minutes.
The CirmnAN.' All right. We will be delighted to hear from you,

as we always ate.

STATEMENT OF HON. DEAN ACHESON, ASSISTANT SECRETARY OP
STATE, WASHINGTON, D. 0.

Mr. Acuoss. Senator Wagner, and members of the committee,
I would like to talk for a few minutes about the general back-
ground which calls for institutions such as those which were put for-
ward at Bretton Woods, and then describe briefly some of the pro-
visions and functions of the two institutions. We have been talking
in the last few minutes about these institutions as though they were
just ideas which were put forward in a perfectly normal world, and
the question was whether they could be changed this way or that way
a little bit.

I thinik it might be well to bring out the actual conditions with
which we are faced in the world, and why we have to have institutions
such as the organization being created at San Francisco, the ones
proposed at Bretton Woods, as well as the trade-agreements program,
and other international institutions.

I would like to talk for a moment about Europe, but what I say
about Europe is equally true of the Far East. There is a sizuation
in the worldl very clearly illustrated ij Europe, and also true in the

ka' East, whbich threatens the very foundations, the whole fabric of
world organization which we have known in our lifetime and whicha our fathers and grandfathers knew-

There are living in westert Europe, in the western European allied
countriest, more people than live on the North American Continent
from the North Pole to the southern border of Mexico. Thered are
180,000,000 people in the countries which are allied with us in western
Europe. That excludes the enemy contries. Those people in the
period before World War I and in the peridl between World War I
and World War II were in a very real sense almost the heart of inter-
national trade and production, tlhey were the heart in the sense thl at
the operation of their economic life drew into Europe and pushed out
of Eurn>pe the goods which furnished over half of the foreign trade of

the worhh fllat 180 000 01 people imported from overeaas-I am
now talking about the interational movement of goods-they im-
ported from oversas annually before this war over 140,000000 tons
of goods, almost a ton per person, which was a great factor in world
trade.

Senator.Tanrt. Who imported 140,000,000-
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Mr. Acnieon., 140,000,000 tons were imported by 180,000,000 people
in the western European allied countries.

Senator TArr. Yes.
Mr. AcnhsoN. Which is nearly a ton a person. We in this country

imported about one-eighth of a ton per pen. So you see therelative
importance of the two people so far as world trade is concerned. The
whole organization of life before this last war in the European allied
countries was based on overseas trade. It was essential for their life
and it was essential for the life of a great many other areas of the
world: the Far East, the East Indies, the West Indies, Africa, and
South America.

The raw materials which went into that area of Europe of which
I spoke were turned into manufactured goods and sent out again.
What I want to point out to you is that within a few months after
Hitler crosred the Polish boherder the entire system of life of that 180,-
000,000 people was drastically changed. Not one single solitary ton
of goods moved from overeas into that area. It was one of the great-
est revolutions that ever occurred in the history of the world.

Not only did that occur, but the Germans organized a system in
Europe which turned Europe in on itself and wih perfectly amazing
skill made that system work and work so effectively that the Germans
were able to fight all the rest of the world and support reasonably well
the ropl es of Europe.

Lo do that not only was the direction of trade changed, but all ofthe institutions for financing, ownership of property, direction of
industry, direction of transportatoii systems, all of these were changed
to create a new European orler which for 5 years octutpied the energies
of those people. It was existence on a lower scale, but it was effective.

Within a few months after D-day. we in turn destroyed Hitler's
system. We destroyed it utterly and completely. The whole Euro-
pean svstem of production and trade was as completely ruined and as
enmpldely set aside as was the earlier system Hitler destroyed.

So, when you come to the day of liberation in Europe you find there
180,000,000 people, excluding former enemy peoples, who are corn.
pletely flat. You find that the railway systomshave ceased to operate;
the power systems have ceased to operate; the financial systems are
destroyed. Ownership of property is n terrific confusion. Manage-
ment of property is in confusion. Systems of law have to be changed.

If you want to get an illustration of what happens in the purely
physical fields you can get it from taking a period of 7 months as a
measuring period. Before this war, to take two couitries, France and
Belgium, in a period of 7 months imported 29,000,000 tons of goods.
That gives you some measure of the activity' of those two countries.
During the existence of the Gemnan system, the German period ofoccupation, France and Belgium received from the rest of Europe
during a period of t months 7,000,000 tons. This was much less than
before, but still a substantial amount. In the 7 months from D-day to
January 1s 1945. France and Belgium reeeived from all sources a little
less than 500,C04 tons of goods. That gives you a measure of the
prohlem.

lhe CHantAN. Was that mainly food?Mr. Achreso. That is everything; whatever they got; food and
railway xequipment-whatever else could be brought in. Now, of
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course, that was a very unusual period because a war war going on. I
cite it to indicate what has happened to the industrial and social life
of Europe. It has come to a complete and total standstill. All stocks
of goods have been used up. There is no coal. The railroads cannot
move. Thereis nopower. Thefinancialsystemsalreindisorder. The

4t ownership of properties and management of properties all are in dis-
order. To a very large extent the samie thing is true of the Far East.
That is the kind of a world for which institutions have to be provided.

Senator TArt. Wouldn't shipping do a lot more good than institu-
tions. Isn't the reason they haven't got money is they haven't got
ships? France has a gold balance in this comuntry.

Mr. Acrntos. Yes, they have gold balance.
Senator TAnr. The only reason they haven't any imports is because

they haven't any shipsI
Mr. Acnsow. No, I think it is more than that. If I may go on,

Senator, I would like to finish what I have to say and come back to
these questions.

What I want to point out to you is that this is not an easy thing,
such as Senator Taft just suggests, but it is something which is strik-
ing at the very roots of the pinduction of goods, the transportation of
goods, the furnishing of credit, and the consumption of goods.

What is not at all unlikely to occur if drastic steps ar, not taken has
occurred once before in history. When things are very close to us they
do not seem to us very important or very significant. When you look
at some similar situations long years back, you see what can happen.
Once before the world was cut in two as our world has been cut in two,
That was at the time of the Moslem conquess in north Africa and the
East. Between 02 and V2 the Moslems split the known world com-
pletely in two. They conquered all the provinces of the Persian Empire
and of the Eastern Em ire, all of north Africa, all of Spain. They
were finally stopped in France at Poitiers in 732. The Mediterranean,
whlich had~beeni the conneceting link in the then known aworld, the high-
way of trade, fell into the hands of the Moslems. What immediately
happened, and what wet on for the next thousnwd years, was that
Europe was turned in on itself. The empire of Charlemagne had to. turn north, toward the North Sea and toward Gfernany. It was cut

' off from the eastern empire, was cut off from world trade. There
being no trade, towns disappeared. There being no towns and no
money, the state disapypeared as an institution. There were no treas-
uries. Ther were no public works. There was no investing. There
was no private industry. Ther were only two things in Europe to
whkih Europe could turn at that time and those were land and labor,
and, cut off from the rest of the world, it took Europe a thousand years
to ~et hack to where it had come from before.

Now that you may regard as an overdrawn picture. I assure you it
ts not overdrawn at all, and unless the strongest and most vigorous
steps of an institutional character are taken to bring about collective
action and collective security in the economcl, political, and monetary
fields, you may very well have a Europe turned in on iteel attempting
to organize itself on the basis of the two enduring factors land and
labor. How would they go about even attempting to function in the
field of international trade and international finance They would
have to do it without outside help, by resorting to all the methods which
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the Secretary of the Treasury has just told you about. They would
have to engage in the most nrrow forms of bilateral arrangemnents,
clearing arrangements, exchange controls, multiple currencies, and
every sort of economic warfare arrangement.Except for France. the European countries are practically without
foreign exchange or foreign funds of any sort, They would have to *
indulge in every kild of a restrictive practice to force their exports
on other people and to get such imports as they vitally needed.

It is in dealing with that situation that the two Bretton Woods
institutions are important and essential, The two institutions are the
fund and the bnk. The fund attempts to set up the environment in
which these rpstrictive practices will be done away with and by which
the monetary mechanism is set up which permits those practices to be
done away with. The bank sets up an institution by which loans can
be made and devastation can be repaired and development can take
place.

Now, the fund, as has been said many times, is a series of promises
and the means by which those promises can be carried out. What the
fund attempts to do is to say to its member. "We ask you to undertale
four promises and we will give you help in carrynlg out those four
promises. The first promise is that you will define your currency in
terms of gold. In other words, you will define your currencies in such
a way that there will be an established and understandable and fixed
relation between all the currencies of the world, so that they will not
fly. in terms of one another. all over the ralge of value."

Senator Mrnocu Would you permit a question theret
Mr. Acnrrso. Yes, sir.
Senator Mntocin. We have recently found, in this country, that

notwitlhstanding the fact that we hold, as I recall the figure, about
three-fourths o the monetary gold of the world. that our gold hold-
ings are not sufficient to maintain the 40-percent reserve ratio. We
have found it necessary to recently cut that front 40 percent to 25
percent. I am wondering if the entire gold monetary holdings of the
world are sufficient to adequately base this international monetary
system that is contemplated by the fund.

Mr. AchESon. Very possibly not, Senator Murdoek. If this ar- Arangemrent contemplated a 40-percent coverage of the currencies of
the world, the answer would be clearly, "'No." We do not do that.

Senator Mranocl, I disregard the 40 percent. I am wondering if
it is sufficient even to maintain it at 25 percent.

Mr. Acrwsow. This plan does not contemplate any percentage basis.
What I am talking about is dlefining their currency in terms of gold,
I am talking about defining them in the terms of a common denomi-
nntor, so that there is some common denominator that will relate to
the franc, to the pound, to the peso. If currency is defined in terms
of gold then you know what it is in relation to the other currencies.
'fliat is the importance of this fiund.

Senator Mrmxocr. Then you deem it. as I have followed you, abso-
lutely essential that the currencies of the world be tied to a common
denominator.

Mr. Acirsow. Yes, sir.
Senator T'onr. Of course, what Abe really means is if there is not

sufficient gold there is plenty of silver to augment it.
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Senator Munnocw. Tile distinguished Senator has anticipated my
next 9uestion. I am wondering now why, in the face of the fact
historically we have had two methods which h bare been used aseommon
denominators throughout history, or at least for a long period, it is
rather difficult for me to understand, and especially is it so in view
of the presest gold situation, which necessitates our redaluetimon of gold
reserves, why we do not in this fund set up, that we are about to estab-
lish internationlly bring into the picture the other metallic money
;which has been used down through Iistory and which is in present.
day use by hundreds of millions of people.

Of cou~re I live in mind silver and I hope that as the disussion
proceeds that someone familiar with the situation and sponsoring this
great international organization, or organizations, will tell me why
we dent' facilitate those institutions by using not only gold, but what-
ever silver is necessary to supplement the lack of it. I don't ask the
lresent witllss to do that, but I hope that someone along in the dis-
cussion will do that for me. I am sure that other members of the
committee might be interested.

Senator Mnrsrs. I should like the honor of joining you in that
rei lest, or that hope.

Seunator M rTeK. I am always honored to have the Senator from
Colorado associated with me, and I hope that somebody will tell us
that before the discussions are ended.

Mr. AcnriosO. I am sure somebody will, Senator Murdock and Sen-
htor Millikin. It is clearly not within my field or not within my
knowledge so that I cannot do that.

Senator TAn. I)o you think this is a system based on gold or any
other metal. Mr. Aeheson?

Mr. NAchmeN. I was trying to point out to Senators Murdoek and
Millikin what we are talking about here is defining currencies in
terms of gold, not the use of gold as a cover or a basis of currencies.

Senator 'I er. Well, I recall reading a statement somewhere by Mr.
Keynes in which he said he was just the opposite of the gold standard,
which I took to mean that it was puiely a managed paper-money
currency that was contemplated under the fund.a 0 Mr. AmensoNr. Can we leave that until we get the situatsion before
us a little bit? It seemns to me those are just questions of words, ques-
tions of how you want to describe something or how you want to
strss various nimportant factors of it.

Tile CAIRUMAN. We will have a witness that will deal with the sub-
jec( of gold and silver.

Mr. Aceusox. Yes; I am sure you will.
In answer to this matter Senator Taft has brought out, the British

like to say that this is a departure from the gold standard. We like
to say that this resembles the gold standard. Neither one of us has
any differences as to what the plan prodides. We differ in the words
we like to use about it. I don't think a debate throws much light on
the question. It is merely a way of presenting it to people, but the
important factors I want to bring out are that ihe first thing that the
fund asks its members to do is to define their curreneies in terms of
gold. Having done that the funds asks them to do the next thing
which i to mni-tain their currencies within 1 percent, up or down, oft
that defined value
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The fund then has currencies which are related to one another in the
terms of a common denominator, currencies which are held at that
relationship. It is clear that in all cases you cannot hold the cur-
renies at that relationship so the fund goes on to its third promise,
which is that if a change in the value of currency is contseplated by
any country it will consult with the fund.

In other words, a change in the value of currency is a matter of
international concern and is not purely a matter of unilateral con-
cern. Members are asked to come and consult if they wish to make
a change. When they consult, under an agreement which gives them
a right to make a change that is within 10 percent they must consult
first. They must hear the arguments of theother lellow. Theymust
be able to define what they want to do. They must subjeet it to criti-
cism, but if the change is within 10 percent they have a right to do it
without the fund's consent.

Senator TAr. You mean they can depreciate their currency 10 per-
cent whether the rest of the world agrees to it or not

Mr. Acnawso. That is right, after they consult, after they hear
arguments, and after they have a discussion about it.

Senator BANKHEAO. How many times can they depreciate it
Mr. AcaesoN. Only once it must be within the 10 percent. Once

you go beyond that then the second consideration comes into effect.
]f the change is more thai, 10 percent then the fund has to say whhetre
it agrees or disagrees. It may agree. If it agrees, all right. Thle
change can be mae. If it disagrees and if the member persists in
chaunging the value of his currency, then either the member may be
expelled from tilt fund or his dealings with the fund may be suspended
or curtailed. or the fund may take such action as it wishes.

Senator Tart. With one important exception, Mr Aeheson. whicl
I think nullifies the whole statement. I read from article IV, sec-
tion 5 (f):

The fund shall concur in a proposed ehane which Is within the terms of C-II
or C-Ill above i It is satlsfl that the change is neressary to erfeet a (tmda-
mental disequlibrihm. in pnartular, provied it Is so satlrfi t It s0all not
object to a proposed change Icause of the domestic, socal or political poliies
of the member proposing the change.

In other words, it can only do so if it is satisfied-
in particular, provided It Is so satisfied, it shall not object to a prcrpsel ehange
because of the domestic, soeial, or lOittcal policies of the member proposing the
change.

So, all a fellow has to do is to say, "We are going to ran an unbal-
anced budget," and immediately you are forbidden to object to a fur-
ther devaluation of his currency; isn't that correct

Mr. AcnIsoN. No; that is not eorrect, Senator Taft, and I will tell
you in a moment why not.

Senator Mnlnr . Mr. Secretary, may I askyou a questionn
Mr. AcnnsoN. On the same point as Senateor Taft's question?
Senator MnmrIN. No; it is not.
Mr. ACHXso¢. Perhaps I had better answer Senator Taft's question

first then. 1 thought you had one on the same point,
Tihe provision you read, Senator Taft is not in any sense whatever

an instruction to the fund that in considering a request for a dilnge
it shall agree to the request. If it is necessary to conrect a funda-
mental disequilibrium, in other words, if the value of the cunrency hlas
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been fixed at a point which cannot be maintained because costs haveincreased in the country or because they made a wrong guess, or what-
ever reason it may be, and if therefore it is necessary in order to cor-
rect that unbalanced situation that the currency be revalued, then thefrud must agree to it. Obviously it must. It would make no sense

s[inot to. The agreome nt goes on to say that, in considering hat fues-W tion, the fund shall not object because of the social or political policiesof a country.
The reason for that is very clear. The reason for that is that coun-tries which wish to have a social security system or whatever systemsthey wish, are entitled to have those systems, but if those systemsaffect their internal conditions thtat costs do increase and the value

of their currency is then thrown out of relation with other currencies,that is a disequilibrium which must be corrected.
Ther are only two ways in the world to deal with that. Suppose

Great Britain wishes to have the Beveridge system. Great Britain isnot going to subjet the Beveridge scheme to the veto of any other
country m the world, And neither wouhl we if we wished to pushour social security system further. We would insist on the right to
do it. There cannot be any international system that says you can-not do that if the nation wishes to do it.

Suppose doing that does increase your costs in your country andyou are therefore at a disadvantage'in the foreign markets of the
world, and a change in the value of your currency is necsary. Thereae only two ways of dealing with that situation One of them is to
sy we will make the change because costs are igher in the ountryand nobody is injured by the change. It merely puts the eountry
back in the position it was before the change. There is no harm doneto any other country in the world. That is one way of dealing with
it andthat is the way the fund proposes to do it.The other idea is that held by the extreme advocates of the gold
system prior to World War I, who felt that there was something fun-
danientally wrong aud wicked in changing the value of your currencyand therafoe tt nation which wishes to go forward with a socia-
security system must lose its foreign markets; must have unemploy-ment at home; must have all its business ani industral organi zations
going through the wringer, finally having a great fall in prices andthen regaimnng its foreign markets. That method is a method which
tie nations of the world will not tolerate. -Maybe they should. May-
be it is wrong, but the facts of life are that they won't stand for it.That is what this provision deals with.

Senator Tar. May I state, as I understand it in the first place,one of the purposes of this whole thing is to protect people from com-
petitive devaluation of their money.

Mr. Acntrso. That is correct.Senator Tar. When we come to the actual provisions in the first
place they can depreciate it 10 percent without anybody objectingI

Mr. Acnrsox. es.
Senator TAnr. Secondly, they may depreciate it if it doesn't exceed

a further 10 percent but in that case the fund may either concur orobject, hut shall declare its attitude within 72 hours if the members
so request. In the third place-
it the proilsoe ehhange Is not within I or I fnbove. the fund ctay either concuror object, but shall be entitled to a longer rerlodl in witeh to declare Its attitude.

I M -_n-i---- :·~
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That is, they may depreciate it 50 percent and tlhe fund may either
concur or object, but shall be entitled to a longer period in which to
declare its attitude.

Now, on top of all that, on the question of how effective this is, it

The fund shall concnur in a proporsed ehanme If it is satisfied that tile change
is nvesseary to correct a fundamental dlsewlilibrlfll In particular, prov.Ied]
It Is so satisfiedl, t shall not bject to a proposed change because of the domestic,
8Oclt, or politieal policies of tile meber prop'Wing the change

Well, we can say that no substantial fundamental disequilibrium
has ever occu red in any nation except as a result of its social or
political policies. By putting that in there the fund is barred from
objedting to any devaluation of the currency. I don't think there is
anvthiln that can be pointed td that is not a result of the social or
poitil polei of the member proposing th change. They may put
up tariffs. They may refuse to take any imports. They may adopt
auy policy they want to that throws them out of balance and tho fund
immediately is barred from objecting to devaluation of their currency.
Mr.h AcnolN. No; there is a most complete and absolute non

sequitur in your statemenlt, Snator Taft, which is that because you
cawnot object to something on acornt of social and political consid-
erations, therefore you cannot object to any devaluation. Now, that
is a complete and total non sequitur.

Senator T'r. I say any rqest for a 50-percent devaluation is
bound to he a result of social and political policies that they do not
want to change.

Mr. Acn:sos. If there is a fundamental diseq ilibrinm, in other
wods, if whatever the nation has done has brought about a situation
where it muit change its eurrencn to remain in the same position it
was before, no one in the world is injured by that chango.

S"natOr TA'. But it doesn't prevent one of the big purposes of the
fund itself here, to prevent devaluation of curmllrces. It absolutely
permiits any devaluation of a currency in any nation as a practical
matter.

Mr. AcrEsoN. You just keep on sayihg the same thing. It is not
true at all.

Senator TArt. Well, I can read English. That is what it says.
MI.. Acnso.. The purpose of the und is not to prevent ally deval-

uation. It is to prevent competitive devaluation. It is to prevent
countries from getting advantages by devaluaeting. It is not to prevent
cout'ies fro readjusting difficulties so that after the readjustiient
their currency has actually the same value as it had before. lThat is
not the purpose of the fund. We are noIt setting up sone rigid gold
system under which nobody can ever change the value of his currency.

Senator Txrn. Yes; but the fund has no discretion. The whole
question is whether tlht comutry has adopted social and political poli-
cies that it wants to retain that have brought about this fundamental
disequilibrium. Of course, that is how al fundamental disequi-
libriums are brought about.

Mr. AcirrsoN. Well, what of its Suppose they are brought about
by it. What business is it of oursl .

Senator Tart. Well, you say thie purpose of this thing is to control
that situation, but I cannot see where you will have anything that
you haven't got now after this act goes into effect.

II . - -- 7777 ·
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Mr. AcOrmsow. Yes; that is exactly what we will lave. What we
want to prevent and, under this act, what we will revent, is competi-
tive devaluations by which the devaluer gets an unfl air advantage.

Senator TAne. Let tle say-
Mr. AcusoN. Let me finish.
If thle deruvaier has undertaken social or political policies which in-

crease his costs, then when lie adjusts the value of his currency he is
just exactly where lie was before. That is not an unfalir practice. We
don't want to prevent it. 'lhe fund doesn't prevent it anld nobody is
injured by it.

Senator Tar. You spoke of competitive devaluation. Isn't that
bound to happen? Suppose France devalues 10 percent. Immedi-
ately Belgium devalues 10 percent. That 10 percen t devaluation goes
on until you get every country actually devaluing 10 perceit escept
our country. q-hen we come alon~g and under section 7 we change the
value of the gold slandard so that the whole thing is washed out.
Then the thing begins over again with another 10 percment. That is
just on the it) percent provisio, without all tie rest of it I have been
talking about.

Mr. Acnzsos. What you continually overlook, Senator Taft, is that
we are not permitting and not contemplating arbitrary reduetions-

Senator T'rf. You permit a 10 percent arbitrary reduction.
Mr. AUJHES0N. You have one area-
Senator MuVRicK. I am very much interested in getting our answer

to this question, and I hope you are allowed to answer before you are
interfered with again.

Mr. Acn,,so.. You have one area of 10 percent within which a
nation has a riht to change the value of its currency. Everything
has a historical asis and the historical basis for that is the experience
of the British in tile twenties. In the twenties the British went back
to a 4.8( pound. The British believed that the troubles which thley
got into arfter that enle from the fact that they guessed wrong. They
believe that they should hrave put the pound lack at a fiture 10 per-
cent lower, and that unemployment and all their troubles followed
fronm atbering to the wroing value of the pound. So tile British are
* absolutely and fiundamentall_ donvinced that you cannot look forward
and pick out the exact hull s-eye at which your currency should be.
They believe that there must le a latitude of 10 percent to correct a
bad guess. That is what the fund provision is il tlhere for. It only
ermits one devaluation of [o percent, and it is only wittin that area

that a nation has a right to change the value of its currencies.
Now, if everybody was ill-dtsposel, arid if everyone wanted to do

just as evil things as lie cudd and did what Senator Taft suggests-
that is, devahuwd 10 lthrcent-thle tlhinn Senator Taft contemplates
would happ en. I don't thinlk people wfil do these things; but, at any
rate that might occur if everyone acted from the lowest possible
motives and tried to cause harm,

After the first 10 percent valuation,then further devaluations must
be the result of a real change in the position of tihe nation. You can-
not pull a change out of the blue sky and say, "I wanllt to devalue 10
or 15 or 20 percent lust because that will give me an advantage over
my coinpelitors." You must show that what is happening in your
country makes our cost bear such a relation to other people's costs,
that to get back where you were you must make a change in your

73673 5--
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currency. The fund will arfe to those changes if they are necessary.
That is the purpose of the fund. You cannot say to them, "Well, you
must change your sicial-stvnrity svstem1." The British were in that
situation once before and they dolt like it. They say, "We are not
going to stand for it again.' They should not be required to and
they won't do it. ]lit that doesn't mean at all what Senator Taft -
says that those revituirements of the agreement mean. It d(oes not W
mean that anylbody may do anything he likes and call it the result of
social and political measures. YoU must show that there is a funda-
mental disequilibrium and the extent of it.

Senator RmiraD ,1 Show to whom, Mr. Acheson?
Mr. AcnmsoN. To the fund.
Seator RADCLrF. So that the fund has the decision, not tlhe de-

valuer?
Mr. Acarxsox. That is right.
Senator TAn'. If England wants to change and we cannot avoid

their change, it is decided by a majority of the board vote, is it?
Mr. AclEsox. By a nmajoityv of the total votes; yes.
The CnAntrmAW. The Sernators have to he on the floor now.
Mr, Secretary, can you be here at 10: 30 tomorrow
Mr. Acnniso. Yes, sir.
The CHAIRMAN, Tbhis hearing will bh adjourned until 10:30. The

commilt tee will meet at 10:15. We have another matter to consider
outside of this.

(Thereupon, at 19:15 p. m,, an adjournment was taken until to-
morrow, Wednesday, June 13, 1945, at 10:30 a. in.)
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WEDNDAY, JmqE 13, 1945

UNITED STATES SqA'xrE,
CoMMiVrE Or N BAN KrNG AND CKRRENCy

Washigqlon, I). C.
The conlnitte met at 10:30 a. mi, prsuant to adjournment onTuelay, Jnline 12, 1i45, in romn 301. Senate Oflice Building, Senator

Robert F. V Wagner (chairman) presiding.
Present: Senators Wagner (chairman), Barkley, Banlihead. fow-

ney, Fulbrighlt, Mitchell, Tobey, T'aft, Butler, Bulck, and Millikin.
Tn e CHAIRMAN. Tile committee will come to order, anrid we will

have lie pleasure of hearing again from the distinguished Under
Secretary of State.

Mr. Aclrsox. Assistant Secrltary. Youpvro!io ed rie.
lThe CHAIRMAN. Well, I would like to. Will you continue newt

STATEMENT OF DEAN ACHESON, ASSISTANT SECRETARY OF STATE,
WASHINGTON, D. --Resumed

Mr. ACHUSON. Yesterday we were discussing the princi les to which
members of tile fund were asked to agree before the maclinery of the
fund went into operation to help them keep these agreements. The
first one was the one of defining their currenies in terms of a comnon
denominator, gold. The second principle, is that having defined their
currencies, they were to maintain them iin 1 pencit of the defined
value. The tl;ird principle was that if they wished to change the de-
fined value of their curreny, they were to consuit with the fund.
They had a rit to change ce within 10 percent, and thereafter
the fund couP express is agreement or disagreement. If the fund
disagwed to a change, then the member could be asked to withdraw or
its operations witI the fIuid could be suspenlded or curtailed.

I think at the close of the last ession we were discussing the reasons
for the change as of right within 10 percent. Why does the agree-
menrit permit niembers to change their currency once in11I all time within
10 percent Tlhe reason for Ithat, I think we were explaining, was
that all of these countries who we hope are to becomne members of the
fund have been off a fixed relation with old fr· som e 15 years, and
during that tirme they have had the great ehanges brougtlit abomt by the
depression and the glrat changes hroght albut h hile war. They
will now he asked to define their ;urrencdes precisely in ternms of gold.

It wounli he uite unlikely they could get that efi ition exactly
right on the first attempt. he'efore, they are given an opportunity
and a right to modify the definition within a range of 10 percent up
or down, but only once. They can only do that once.
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Senator Bucm. In what period of years?
Mr. Acemsom. There is no fixed period of tnime. They can take as

long as they need, Senator Buck.
Senator TArr. That means you have to regulate every exchange

transaction in the United States in order to see it does not vary.
In other words, you are fixing the price of all the foreign money
permanently; is that correct

Mr. AcmnraN. No; I do not think you have to regulate every trans-
action. I think the transactions will regulate themselves w en the
monetary nuthorijies dealing in ihe currencies define the value.

Senator TaWr. I suggest you have to regulate the thing, and that
nobody can ever sell foreign currencies to the United States except
under thile most complete regimentation and price fixing and control
by a national body rather than an international body; isn't that
correct?

Mr. AcnzsoN. I would think that is not correct, Senator Taft.
The mechanics, I think Dr. White can explain better than I call,
but the principle seems to mine perfectly clear that if you have the
Government of the United States and the fulnd itself dealing in
these currencies freaely at the defined values, then it is impossible for
human beings to make any money doing it any other way.

Senator 'lArr. Supposing a Chinese trafdr clame over here and
offered Chinese dollars, or whatever they are called-

Mr. Acs(IN+ Yun.lll
Senator TAFT. And offers Chinese yuan--offers 50 percent of the

fixed price ihere in New York City; that is a erime, I take it. Ile
is arrested immediately, and you have a black market in Chinese
yuan.

Mr. AcnEson. But the point is: Why would he he doing that hien
both the fund and the Government would be dealing in Chinese cur-
reney at the fixed rate?

Senator T.W. Because the Chinese would have exhausted all fur-
ther 1o ewer to send vuan to the fund very quickly, and tliey want
to sell yuan, and they want to get sonei dollars. 'Ihey arie wiihng
to do it at 5O perenal Th le Chib eze are experts in that sort of thing.
I don't mean to say anne thaing de, gato abut the Chinese, but they a
don't know what a stable cu'reny is.W

It SeeitS to me eyou are imposing lere a complete Government
control--something we never have had before--on the price and
putr ase adnl sale of a important commodity, namely, foraeign
exchantige.

Mr. A neso>x. You see, the illustration, which you give is one which
is just practically impossible. beca.se if the sitiat ion resltlts whieh
you g;re as the pr'era e. that they have exhausted their quota in deal-
ing with the fund and people are offering exchange at one-half of
the daibned value, obviously the value of the yuan would have to be
redefined.

Senator TAn . Why would it hbe The general tendency of govern-
mentis is to absolutely fix tile price first and say that everybody that
violats it goes to jail. The OPA doesn't change their prices just
because there is a black market in meat

Mr. AcnrsoN. We are not talking about a black market in meat.
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Senator TArr. No; we are talking about a black market il foreign
curreney, which is a lot easier to conduct than a black market in
meat and more difficult to prevent.

Mr. ACHESON. I think as far as I can go with you, Senator Taft,
is to say that in my Opinion that is an impossible situalin, because

* it would have been corrected by a change iii the value of tihe curreney.
Senator TAM. I don't think i that alswer is tirue, Mr· Abheson. It

is not the natural thing to do. What are we doinig today? We are
maintaining the price of the franc in France at twice its valuel and
making uir soldiers 6ver there buy at that increased price for every
French product they buy-twie as much as they ought to )av.

Mr. ACMxsox. That, is the very thing that the fund and this whole
mnechanism is designed to correct. Tih fluid will not underftake to

operate in a cu necy which is so grossly misvalued as the franc is.

Senator TAr. Nevertheless, it is a fixing of the price of foreign
currency in the United States, andti you have to pass a law making
it a crime if you deal in foreign currency at any other price.

Mr. AcrrsoN. ih't is not true. It Just doesyit becolme true by
your repeating it,

Senatora TAr. IWhy not?
Mr. AcHErsox, B1ecause in the first place, nobody is required to

nmailltain a clrl'en c which is as absurd as the one you have sug-
gestedi. Yoeu ;old not have begun with such a clurrency. Ylou
wold notI have maintained operations in it. It would be coetray
to the hole taripoe of the fund.

Senator TiA. IMay I suggest China is a member; has a qpota, it
is in the fund today. You are goin to agree on a price. Whatever
price you agree on, B months after that, that price may well be away

M°l. AcIuIso0 , China is not in the fund today. Tie fund has not
been eatahlished. Nobody can come into the fund until the fund
agrees to the price of tilhe currency. Nobody would agree with the
Chimese on a price such as the present official value. You tssume
that everybody does the most stupid possible thing and then that all

* these resllts will follow.
Senator TAnr. This agreement sets up an international body that

fixes the price of foreign, currency in the United States and places
everv transaction under the law, necessary complianc with the law,
wilh the penalty of going to jail if you disobey it.

Mr. AcisoNr. There is no penalty of going to jail. 'iThero is a
provision in the agirtemenrt which says that contracts in foreign ex-

rchange which are contrary to the provisions of the fund shall not be
enforceable in any of the member countries. It doesn't say anything
about going to jail or anything else. You simply cannot enforce in
any of the member countries a contract in foreign exchange which
is ontrary to tlhe provisions of thefund.

In order for a outlir v to come into the fund it must deft fi ils cur-
rency in terms of gold, so that you avoid the very sitiuatilop of fact
that you assume. If the definition is wrong, it can be corrected
within 10 percent. If greater correction is required, you must do it
by agreement with the fund.
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Senator TA^. I want to suggest another situation.'I That is the
provision regarding capital transfers. You will have to determine.
won't youl in practically every ease, whether it is a capital talinsfer
or a current tiansfer-whefther the exelhange transatti tn is for enap
ital purposes or for eurrent purposes?

Mr. AarCsON. No.
Seliilnator Tl"r. WVhy not
Mr. A ( Itsos Beecause ill lioSt cases it dlosni't make anly differtmce.

You dm.. Iare witat Ihv are. hl'e only poilit Which you lr( (Ir riving
at, I ilink, is thati tie fiUnii says that thliememnbers ltay ilot colliv It tihe
fund fOr assistance ]in correcti g il...ladjai.it...tls ]hich oImtl fromut
flights of capital. If the fund so repusIs. a nietiber frol whose (illl
tr thlrle is a flight if calpitl i[tL-t ta]k, ;ips to lilevlit ii. So. if
tiher, i a lighlit of capital ftom sorm coantryv, the fuld asks le, IlI m-
her to stll that. or lise they uill slspelt(I it, deafiiigs with Ile fu(l.
If lie inel l.bls does not ;~ai to illop it. it dies notl hlave to, but it
I'ni..ot continuie to {on1e, to tihe fund iil f it dois not Stop it,

Solnotor[. TAT Aod ill order Ilo dtleriilo whethlj there is a flight
of apiital or whet)her it is current ti'}iittion, Vol have to ixanfite,
it les to [[ (ni. Ievry XI ti'hr talll cIIII ill thit IlTenly nldll decidevri
w liether it iS It tranSlrlil uf capital or a Iitit rt tratsat a('ito.

Mr. A('jrs1N. The co ntr IV fi o nit Xil ] ie ig l h ghl of capit al I gming
on will klie steI is h sltop it. Yol w{1till have to exalhlme verly fIllts-
actiol. It is pIerfectly siilllle to (catc tchl nm[lu it e itls hlch co.n.stitute
a flight i capital. it is not a dliflcult thing to do.

Senator tI, r. I votlid like, to just read from L tl d Keylies state-
ilu'tlit olte w11¢ subjec:t

Nt 'triitAly as 1 J l..! iil'itu t fl eH, i. .1 N iM:a Dui..... I iihli rl... iI.. ii... qI. !, Ibe
plitl olrls i o (!IIry tlt.. llbr. g. iylliyl .I[ the 'piit rtigh t i .iili.ol 11 toUit t
till"Veinlik. Wallt IIuqtl s l t a hitVey siw / lthi'ie d its orthodx.tx ]i1 ,y lSw
Jlidgniit, t11oitrIr(s W lih Vlal ..hi.. .IVS of flis ri.gh.itfy tlt ti iIrA it
IS SIltlllihz*' l III tiInllio ltIs N as Io ln rftI ,yasif (ijitiil] retgjliii *.
Pro;i,1 th al the ii [1{i.t..1. . i Itit tiai . .t.lir o fl i , t, ,q th iui. s· .lir. IS hit ig

i lblit( i T). INt( t11 tis I tll, ii Is ,roiriigd] It f (llows that our right
Dto nitrol tle Ihloutuslc .apltI ITllrIrkL is III rIlor, filell fmidahllios ll11tnt
Sir... ,i..(I is fr'....... acce'{ te!d m[ nS jart i(f gr , lt' tt al ira 'iage 'its

The point I want , make is thatt it Seens to i11{ not only is it per-
mited to t1 ligovriime t but, I11 or11 e i'dr to C [ iIot lite fllL functions f the
fuood, I think they have to control the capital 1moveiieiite; and vill find
it tessary, as Lord Keynes says, toll ciutnizne tlie transact on so as o
).revetl libe evNision of capital regulat ionss.

My, A(' Hs,,x. I think you just happ/en to be wl'rong about thait.
Senator T, ft. As od 4 ,y1vws isays ht is a right whi ch is givet to
the country. It is also something they mua Iw called u pon to do if
there is flight of ealfital andI if they still wsh to come to lbe fund,

Sentat or BAIRKL]:. D)O 4 lu ittilljose tilr, is a poissibility lhat L'rd
Keytes objects t{ itis iat an b)ecause it di iler from his ornf

Mr. Aciriosox .I lon' think lie obje&ts to it. I Ihilk it does differ
from his very widely, built I lhot think le has any objection to it.

S, ator oF .1.o. Ile is all for lie like, riegulation. Ilie
wants to regulate every apital transaction. That is his philosophly of
goel'lwulli]. lie wnlll to regulate every c' reit transatctiomi, Ile is
enthuisiist ic about the fluid, because it gives him the right to do So.

.12
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Mr. Acr:rsos. Going onil to thie fouirth ,primiple, wlich is that ciur-
rent transactions in curEl'vites shall . e free. Tlhat is one of the great
principles of The finld iglr'eelielit, hllt govqrrltlients shaill nlot pill re-
strictions upon hlie rig]ht of i ile itizenis lIo deal ciuteiently in their
curtencies; tiat is. to iby goods and inay for tlI me, services.

Senator TAFr. Piov ided they Lo it it the fixied jprive or wit hin 1
lamcent of the firxd piPe0

Mr. AcFF:s*t. 'ThaI thiy shall inot place restrictions oni thi right of
thelir eiti/eim to (del] ill their U..'TIITlic$S. That is a provisioI (of the
fund Iagrienitni an ttd that is a xelv 1ImpoTO tait oI'ONiit'll of t h aigris!
trent, blwaause that is the aprovisioin hiihl does away with tih whole
gl,-il )f xig ¢ , olil. -tng tiring irt leaeIits, muhipeh Culd I/ -
Ines, anid ill Ihe mil to..s wh cl i haive liteen useid between the two wat's
and diring the wars to roginenit Iand control trade and liniindal
Ifl .. ] Ae ts.

N .v. it will Ie .iinted oit. I am sure, that tHis primiple does not
go into efrect i.ii.neihiattelI upon t1e gor ing into operation of tih funtil.
Ther is ai transitioni ie.r.io.d. Obv i usly theire ulist. be. eause all of
ths( (ounlllll 'ies it the present time have their ctlTenciis uindr' rigid
conitrI]. They are ill consideblille difioulties dluring the war. It
wi Inkl' thleiin .O.Tlie time to reol'galil deadirgs in tiner I IIIIeioiesi.

Sealtor 'TAI-I. It will gO into, ePffet awiln' st Ill imnediatiIv, but
nIo against everybodI else il the world; isn't Ibm tile condition

Seniator TITAf. Whyi nol
Mr. A( :is. I N ln4er thie flunid agreeentl ther is a period of 3

year s diuring whi'h m iv nation ihat wishies i Inmay postponre pIttilng
these )r..i i"ons into O;peration. It lltay cotllilln its ex(cIauge con-
trols for a pieod oi f 3 ve rs. We cmay, if we wish. Anyone may. if he
wisls. At tJhe end oi r thlie : vears it coluntry then has to report to the
fund whetheri it wishes to rem)ove these resiri ctiens or not. If it does
not, it is given aniother 2 years to do it. If it does not do it at thie end
of that filne. dealings ;ith tihe foli i aly be greatly suspended, or
the country may e, asked To withdraw.

SelatoftdTA'. If I recall, in thell first place, it Mony1 permnits two
* thinigs. We have hlen. T he fore. we can inpose them. SO tile

n. goes into effect aghinst thie nited States in!edi atelv.
rI'. AcJljiso. NWe laVe a great Iraniy restrictions at the prelsit

time.
meenaor Tart. Any that von want to coniinue

Mr. AcrHEsoN. No.
Senator TA'r. Because We are not in tie position where we are n

deltbrl colnltry ald I}iive to cco>Finlt C tlheml, so we open ourI exhatlge
nmarket ,orln ptelv:t is thhat forreet

MI'. ACrEsoN. iWe do as w.. want to do, s yol jlust said b1 dlfini-
tion: just as s on Is ipossible after thie wra is over, we get rid of ilese
res tietionl!. TIhat is what we want to do, and that is what we will ldo.

Sellnator Trr. Those nations naly not iotly i.i..iintain thei, lilt inll
the 'ise of Tmim h.rs w hose terril·ry has belae n eoipied by the enemy,
they may introduce new restrictions immeiiiately.

Mr. ActrEsox. That is correct.
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Senator TARt. So th]at we may have a lot more restrictions a fiet I he
war than before the wa der nd that provision, because nearly all the
countries in Euro ie have been occ pled: isn't flist correct?

Mr. ACe:soN. Vell, nriearly all tie cointrbies have been occupied.
Whielher you will have more restriction afteri the war tihan dluing ilie
war I tlihink is proaily a q lest in,.

Senator T'At. It says tiis goes on for 3 yeat . I cano1111l e till' rush
about putting tlis fiued through when none of Ihse thlings are going
to take place until 3 years after it is set up.

Mr. AcHEsox. )f (coare. I hat again is one of those associatioins of
Moeis wh ich di4tr, Y yoiu ftria the situation. Because y. iniv may 1have
3 years withbin which to corect sinethin.g it does not ineall evervbody
nust (/], 1 vear. snd ntoviouloislly, the Vxritence of tlie find iiid the
Ilpn whijhi the fldild offers tihe Vari0ous centries will bri g thoese
rest rictions i. t a much earlier end tllan otherwise would be the ase.

Senator TarA. May I read what Lord Keynes says:
What, ithln, 111e thse major RdviliieS that I II l..i fr4i teiltI tBi lo it

Itdnalllwe Of tis conitry? FWs, it is clearly rcotliuz and iluperl id lith
during th, plwnr traiisitieaI jntied (If ",ll'rtr[ir rlinirrii Wu i r t ililleti
to retain aiiy of thlos wartimn . i.striiots. t it. ud s. .. al WItllf llsnult woith l,
strtlinig aIre and ilel,. whleih ,v heilprfl to us, w}thott !hlrg o[)fl 4o ire
tlltbl'g, of acting 'olt'ary tO lily *g0Iltilail .llggl!.. s iBtO hHl Wi e h'hve
entered.

So obvionslv the Britiish intIend to nlake fill use of tiis, cat pe alsme.
They are not going to remove any of their relations with the sterling
arel. or ini iy lth cr restrictions unliier thle iproisions of this ag remlet.
Isn't that corret ?

Mr. Ac(TESoN. I havel't tie f int0et iPdea of wihetole it is co1 rect.
Senal re Txrr. Drnm t you thiink Lord Kr vn e au ide s i lie icy of tile

British Govoerment in tie particular ield of exchaneli
Mr. Acirsiso . I world sa ax we don't kn..w w.i at the Blriish Gioy-

erninent is going ¢o be untit stome tinie next ont h when they have t heir
election. Ior.. Kevnes, I presinwe, would hav, some infletie ill ay
Brditish Govcrnment. Whait you have read is a statement of Lord
Keynes thnt be IBritishi hiave a right to do tihis, lam that lite rih(lit is
very inml ortiant tindI t they should .. hae tiht right. TI Bi itishi as
you know, are in al e xtrenel y difilkult finanicial positio .id will h be
for soine time after the war. Thecy hblle to exercise the greatest care
andi caution in onridr ito get thenits sves out of it. Othv amllies are
going to ibe in the same fix. If vou look at this whole situation real-
istically I thinkr ou will see this is a very great const rctive vstep.
N othibig call be d mu in thiis world by oirderinig a gr ii l.l of cOIL, itries to
do psonethlin g. You can not possibly Lgert an agrleen t between these
contrmes thait on VJ-dlay erv erenstriction wlichii has llibeen tp ut into
effect bef iore tind drirnlg tihe war wVill /be ait onataleaIly swept uside.
hat is just i mposiblibe, s in to insist uponi it sto i) isist that we shadl

make no i roglss at all
What we have been able to do is to work out an arrangement here

whiclh meets the absolutely pressing necessities of all of these countries
for ait certain amount of liewn in geIlting oin their feet after tile war,
anid ailt the same time set up an institution lwhich points thile diredtion
in wihich we hope Ithat everyone will go ant whiich gives powerful aid
in going in that dlirection. That seems to me to be a coistriuclive



BRETTON WOODS AGREEMENTS ACT

measure, much more so than the sug stion that we throw out tihe
whole thing because perfection has not een achieved:

Senator TAnM. I am not saving that at all, but you are claiming
that you are crneoing these irestretions. I say you ,'are not removing
thenH; that tlhe tlhing, claumei for it hare been siurrende red y tlhese
modifications witlhiut costing ius less money.

Mr. Acnrsox. I donit think I said what yoh said I lid t at ll,
Senator Taft. I made it perfectly clear I was oiuting out thllt we
were not removing lrestjtrti ons i .nmedintely that. there was a 3-year
period. with a 2-year additioual period during wlkeh it could be
accoimplished , but tlie existenco of thi i funll]ii .hid bring tiht Ii out

imuch more speedily than without it. It never would be broughF t about
without s;ole .l. h institutions as were proposed at Br!llon Woods,
and we hoped that the lengthis of time mentioned in the agreement
Wvulld not be aitogether nolcessalrv. Woe hoped it eonld be done sooner
than the extreme period providied there. That is all I lhave ever
claimed for it.

Senator Tirr. After this 3 Years they report, then they have ani
other 2 vears. So they hare 5 vears after the date on which tihe fund
eli Us oleralt n. It says any member shall onsult ien f nd as to
frtiler restrictions. There is nothing about getting rid of it in
5 years.

I notice lnrd Keynes says. "Tihere is a period of uncertain dura-
tion." Then the fund inav if it dceims sulhi action necessarv in ex-
eeptional circunmstanies make reports to any imember that condiitions
are favorable tot the vilhdraval of any particular restriction, but
obviously there will be a majority of the Board who have ilhse re-
strictions. so I think they certainly will treat with great tenderness

lnybody wbho wantse to cO .ti .. o tlhem. I don't See any aSslanteICC in
th; act youll ar ever going to get Irid of the restrictions.

Mr. Acnmo.. Well, you are entitled to take that view of it. There
s Ino contract signed that on any particular day you will get rid of

them,. but, as I say, in a u world in which we want to get rid of them,
if anybody can saggest a better way of gtting rid of tihem, that would
be fine. rIlhi is Ilie best wiay anybxly has been able to think of.

* Senator FrIR,,, G 'r. Couldn't you say that that is true of all of
these international agreements? What we are doing is to create
machinery for doing these things, wlich, if we ihave intelligence,
we aie going to work out. Youl cannot guarantee any result.

Mr. AcHnrso. That is trime.
Senator Frtnnamitr. It is merely nmachinery through which you

hope to be able to solve these questions.
Senator lArr. What 1 object to doing is ipuitting up $6,000,000,000

and not getli g ,what we are supposed to get.
Senator F briniirf. Well, fhie aIternat ie is tm do nothing.
Scrator ITn. No; the alt-inative is not to do ntiiig. T le al-

ternative is ito maike a ren sonable agreement with RIitain and try to
stabilize tine pound. If you lid that you woui solve alf of you
whole extha re problemil I In willing to loln Enghlald i olenlo,
woild be gl,0 Thto havev a xolnuar y and conrstait pernmaa n n cin nis-
sion to consult on exchnige prles. I tlliin there ouixt to be
such a commission. Tie problem is this: Here is an $8,000,000l)(i,000
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fund. VWe are putting up $2,750O0,000. more thln half of the real
money iii the funl .l and as fart as I Cas u se, with 30) percent voting
power. Isn't t . t tl tu,

IMr. Acr; JosN. Isn' I t triue?
Seinitor TArr. We put tip iore hllan half of the real money with

830 lxerent v oting power.
Mi. Acnol,> . N! .: II XP l ivOii ng power which is directliv pro-

pottlned to ti ie oiney which we put up.
,Senator T.vT. ilave you pre )alred a list of the nations illld01' these

qiUots slhowing b.io. nlinth gold each onie wiil put ip itnd IIow aiilch
Irood currency t ety Vili put up, Irnd how mulch paper Ioneicy will
Ie put iup?

Mrt. A, mnsoix. I don't know whether thie Treamiiv has dramn tihat.
Mr. Wrn':. We wilI be glad to do that.
Se,!I or l'Arr, You sat y o0I ]ave p'epi re(d iSUCh a list
Mr. WumCr. We have one for onu own use. We xwill t, glad tot

subilit it in, sulcl foPin as will hbe itost imlpftl to you.
Seiiattr TAF. Weli. siiie i jui st t rough gITOssat the value of cilr-

r es. But as far as I (an Si e, the teal IIIOIey in tht fnlllld, t gold
andpap I)mPOI 1 eythlao( t l illt 0r of yv Value to us apart tfrota wliat we
give it, is about$5,000,00,000. We pil up about $2,750,0 0,000. The
ot lher ; i lioi onf t he eight is just so milch--it is not exactly waste paper,
it is il ohligatio onI tite parL of nations to ay walh) are inable to paf.

MIt. AoutsiO. Of COlUlI . We [ go i ito tI II. Ytln whbole aittitiu({
sPeIeiS tO ilt. to be w rong, loth from an economic poin'c of view and a
political point of view.

Se , i t)AIrl. No;: I don't think it is rrollng.
it'. Acimj:scp. Well, if Vou wil let me finisl lIly sententh, Senator

Taft, I will try to bring out why I think it is xrlong. I think it is
wrong frol iIn ecololnic poin t of view, I tflink it is alo all n llfortl-
nate attitiude to take in lile UTitml States toward other' toiit rlis to
say trihat we are lputting ip tihe onl I real nlame' and everybody else is
lui il ng up ws pa t per. I don't bihieve that is tit( way to get .i i ith
rolollic cooperation. llit ilY Ionit is thiat hiat is pult in the fund
isCurem N wih ci(an be uiid to) 'iety tings. Estah of tlhese Cli't i. i(s

is just as usefui as itty otler culrrec icy for the only purpose for which
liIly Utirrli vl is any good; thai is, tII)LIy somt hilg, I f otie o[) rt Wl
to buy anvlillng Villthiite (urreeicies. oi coilrse. they are 't any good,
hlnt if s...loeoni.. dlos %wantt to Iuse then, atnd if there IS alt expanded in-
teinitiional trade people vill want tI se then---

Semator T'ArT. 1. you a ( i linle otrg rea listic nbout it at all. For
instalne. G{re@ik papeO ImlOllney ]S ro tl j ist exa(tlv tie paper it is
wriltenl ()ft. It nieve'r vwill be worth tiv Imove uInIiess e C hoose to give
thiiel dollar,* for it. Otherwise, it i,'t worthn anything,

M.AL. AucEStiN. II you a)llt to buy soe1 olivLe oil ue Greece, does
Greek ciurrency have aiy vahlue, or ioesn't it

Soeni.toj o TiT. Yes.
Air. ACH E SOhN. O1f 0ourtsP.
S inator 'I'AIr. I knowr. ilt the nel babulice of trade in Greece is

suechl vo hiave no, dtici Ilty whatever in triming Greek em'ene(v for
mothiihg. uil ess yl sia hilizet it. and I thlink you will still be af)le to
buy it for haif o(f what ou s tabiiize it it, hiut iutting it in tihe fund,
it lis tno vahlie. Nol ,y will buy it because it is so easy to get.
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Mr. AcnzsoN. People will buy it if they need it for tlhe purpose of
trade.

Selator l'TAf. I th link tiat is a very unrealistic positionl to )llt
paper nonev i Lto le ftd which is nol wroth th1 e paper it is written
ll. a lalre 1amount of it.

Senator fTolBr. We haven ,world iha is restliate. If we are goin
to live im i it ra'salves we harve gut t4 make sone effort to get it bac
.ni its feet. iThere has to ne al elem.ent of aith, ;t11 elnenlt of con-
fidence sonli whllere. llat is lihat we are tryig to do here. We ncia
afford to take someo chaices. 1 amn willinug to do it. The, risks are

..n.l o...ulpalued to tihe benefits that will comlie fron this. the 'orid
is i extrenlis. We ihave got to dI so i iintiirng.

Seunato r TxA. Wkell I Il sa llhat is balohev. Ii will ruin thins coitry,
that kind of a dsoetrine. Ivery triit we give away 11tms.t con...m frIOLm
the nericeln xvorkillngmin.

Senat{,' v. We ae hilt giving anyvi hing ail iay. We are nlokin g
a i colti-i Illl joi

Senator l ur, YOi say we tIlight to give it aayv.
Senaltor 'oirY. No. i say I anl wiling to otake ihanems.
so'[ntor I ..AFII ....I ; LI th..t t.he wilniess be gen chance to say

a fiwv wmakd uid let th, oilnllitte' do its arguing int exetutive Ns'ion.
SPllatofr !i II{IT.II/ I secondl theI tio11j.n
Thle Clln m~['x. Well. it w1as iathter int crestilg. May we c ... Limite

IIIullm, l.stftaml ill thie United States have two-thirds. mo nllhlie (eV{I[
flhree-fourths of the gold in the worldd. WhIatever the speciti figuirc
is. it is verv groat.

Al[. A;ii s,i. Yes.
Senalitr I) Dvw : . IUnless that gold can be used as a foundatioji for

littraollaIioial tfilile it realli ihs ito altntal vahle lt ill, Ilm(ire thial its
, he for coiiriemtie. In putting up a few billions of gold in thifs great

enterjo ie so ' aINie ref at teimpt ing Po sa llh'ge, the value of ti at gold
itself. if ouil want to rehl(ue it to somie very (loap. sordlid ouitlook. If
VoN ranited to do lat. thati gold jiust isn't worth anything unless it
become the foM, Ition of inleinational trade. I just wanted to nalke

at olbse'' oil.
Sei ator TlFI. 1)o vou agree with thit. MI. rllhe soni
Mr. Atmrsx. I kink basically what the Selator says is right.
Senator lTrF. ilt ])rlalici('IIy isn't whaN t I thy get .not I.l.[ golI(, t it

oul r g~ois Isnit I hal tle ,1(eo!ssalv' ]est lt. isn't that the only reason
tlel, want (in gold. to iv Iotu goods?

Senator I)owNE:Y. 'l' iiim tiny d 't have soime of ouri gohI to buy
somie of o,, goods in 1930, 1931, aind P1932.

Sentttlrll ]I['lr. XWeIi. thaii is aiother argunlenit we havein't gol to vet.
MIe. ACuIION. S"enatolr. wrecould gl ftlilg ,'lore ill this ialcllial

lramamlwl quite a hlng tiie. I think, wiihout throwing much light on
th, situation...

Senatori TAiT. I thiink we are thlirowiig sone liight oi it.
Mrt. AWU0rs hN I hlat, NW ar t tirvine to d, ic riate somle sort of ill

i iteriinationail itiolttotanBy svstenl. Tlhere was 1such a system before Worild
Wlar 1. TIiat systemlwinll never ime iCatk. VIerte was a s)ystem of
tc llom0li Wa'lila in lt i'rm ites beltweelil tle two wart's which was really
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no system. Now, we bawv created sonicthling wIich goes the greatesh
possible distance toward creatiilg an iinternlational niolnetarv system
in this world under which tlhere can be intern atlional trade, under which
trade can gow. iand that is litso/utely e sseitial to blring aiy sort of
order anl peace to tIis world. Now, di st is what we hiave trieI to do
her., and tlihit is the basic pinimciple.

Sen tors marly v if th (v wi 5 tlat, we don t iee(,d any syste m: that
all tlhe United States Ifeds I to do is to lend money here and tthere. In
ti e long run you vill lose by that Pevetr tilip. The only hopw t In i is of
tpace is to ('rqtte ii Ssel wlic. l h i ii work.

This system, we btlieve, will work, if as Senator FuIlbright says,
it is rlu, with intveligelec. It .won' t work if it is r1Tn stui)idly, blt we
believe it will hbe rin with intitligens. That is the basic thing. All
these other thingis ire sidl(! issues and eO..fuisiiig.

Senator TI. That is not Inh basic tiilg, it seems to , Y(1u1
don't mean (his fund is going to solve the Ih'itish umriney and finan-
etil problem, do yoe, stielv`r

Mr. Xesl)toN No; I don't claim, Senator Taft. Ihat his will sohe
all tile priobhitns of tllm worltl. It will do a gxa:t deal to help.

Sena or Tmrr. Isnt the key to the curi ..rev prblem tie Briish
situation todav?

Mir. A cnoN. No, thlure is i.o key. veryl .l..v is looking for a
trick answer. Thev think that there is a key wiheb lwlel]ks sonic
gotlden door anlld thean vou ldot hae to worry.

Senator TAFT. Oh. I don't Iimeanl l that. Islt tile 1110ost i1ln l m i nt
thling to stabiilze currenwv for the Briliish to be able to set a figure
for tille ,ilmd ttd agree w'it!h us andi be in position i nmaintain il, ill
some way disposing of theiir lck Ibalances, inl soil, way getting ridi
of that constant triet agalinst tlheir clurenc; '[rho iimiaintniiiiee of
poiuids, isn't that tile moyst hilportant clult rey problem iin thle orld
today?

Mr. AcirmesoN. No I don't tbhnk it is the most important cutlrency
problem at all It is pa1rt f :it inlporant curentilcy problen, yes.
This is tile old a guilnent about the key currencies again.

Senator TATr. Exactly.
Mr. Ac'risoX. I know I newver can eonville yolu alld youl nier Caln

malke me baekdownv and say this is all aroelat blg nistake.
Senator mn'i. \cl]. we cn', brig out it1 evidem!e wvhat your posi-

tion is. Isnt it true Ihat uiiss tliarit is done this fiun;I Ctlmot
mnaintiin tile vahle of tile pround, unless thiere is somiie other solution
of ttlat problem by loans and othi'le r tiem tsx ( ill the Bllitish

Mr. Aitu s ,. No: it doesn't nmean at all that it dlepends on what
tihe alline of tihe pound is.

Sentor IAtBaRKLEY. If this organizationh Ihis setu p wili liniake some
ontriilbutiom to the solution of tile fimimiatl situation and the stabhili-

Zlllon if the poiind in Brltail and oilier clIrll't....~es il} other countries
Ib.yo.. that it is up to the coulntr to o1 mllaiefer els is 11cessaryl
to rmnillete lie circle of its stabilizal ion an4] sarrval. bit if this

makes any sub~iantal cont ibitio sn't it worth trying! And leave
it to the other ,nuntrie. all tin. other tNliti(!s. to (do aaVutePier iese
is necessarv to slabilifize t, ir wu stl4 l ions bevytoI what this (!all I1.

Mr. Ai(nysox, . That is ir, TCt. Se'natlor? It will imlke velry great
contribul tion.
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Sejiator BiARKLEy. The fret it may not go ti.e whole distance-
Senator TIAP. MayI I-
Sena ltor BARiD}Y;. I wrlller if I (o 111l filish I sentence.
Th e (HA,/IAIAN. I worl d like to get an, answer fror the witiness,

too.
Senator BARIK:Y. Nbod clims this thin will settle all ths

c'urrene? plobtlci.i or tiLe econollic piobleims of any country or our
own., but if it creates a sihmftion whelre ilie altim..sphere aidl tile
noachinery is set ill by which lrogcess tan be nlade, it will be easier
for tile countries to Igo. tie rs of ttle ristil(', o)itsil of whtit this
may do, in order to stabilize world ionditionis.

MA ir. sss. ThI is righi. It is esvnittail for tiiem to have nil
orderly fhinfiiai worldi in whiCh to tike the other steps. (Clearly
in Countri- s like G'e,t Britain other things are lieesliiu. The.
d(Is halve to be stn alto.ii takeniii to advance cl(lits to thei British
in tIhe internmih'i"l perhi .. after the wa. There ldots have to Lbe

o1e..(' ation.. taken by all ;ICf Iithalns cr'el lihis in tihn sterling area,
ill oldlelrt to filll t h(o delbts ever aim long p4i..l. till] I'elllcCO XCeti,

tol mlike it jp ibleih (O paLy tiheltl oVrI 1tt1lV) Ilaliv )earl, i but all (Iofthose step)s airt ilatle i;finitely easier if vlol have an onderly inter

sxantor TAL1-. May I read whalit Lord Keynes sasi abolt his views
in the English sil tiloi land see if ou agree il it

Third -

'ih is the th4rd glra aidviniage to BIt a iiob
Thilrd, the ~evtrls , trad r ter le'%)[I by II} Ik, i ,fl'I ' tido

to the ev lrd's shi.k of Iilllo} !lat'y , tI. .... d.i..I .l ..i.reooIxlr, LiI a ruellc-

A;iwliyso drTew alliitin, e [ileli ll liilai art ,iihsle titrti[i1 alih lde I'ldi''Nl
,LqUit]relldj ii lw nijl] t shouwt TJry*e agt'glg te Lop liJe wii* s ]4Iwit jl'OVi-

Cron delw iiaai, wA i . ill t.I tiwit art treaII te fr IB i s SI part
rIhtish inu : r ral sysr.1, il Ilself a Itefla l nckuinvlegrlgall/ Is T2R5,000,l.

11 sum , t-hI.h Inlly I Sia d(,ilihe. oR i..1.o' Ie than douh.. thle rI.servt.. ,.htcli We
,h;ltl hctlS,1,c .hu ihell a , f1 li ll iqt I] Jl Ii'ml l Po (id,

Ile intei ls ilt kiep it for a while at the eiil of the itra, sit neionl
jeriod.O Mr. Ac i nls.. I tliink that is t gross ii iisrepreseltalti ,n of wh at Lord

,te aior - AFT. I et me finisih it. Thin you Cal comment oil it.
r'Iie 8.prlall i;ir et olIiOf tle! rest of tile sterling area will Lake a frtI-ler lrge

ar[il 'l Io thl'. Winle is so glofll lpt Iof ti lrfite atei he will wish to throw
away so confartable a snpoeivlleulary iil Inl time of trollble?

IHe refers to this su ei entary aid as someit hing thai is essential
to tealy solve tie Bri ish situation. Then inl aniother place lie refers
to this as juLst temlfpoirally, ilot all roll ra ion.

Tihe (ita l(dlls I rving on tile flls reso.u. u4 ulie tt iron rFatoi to tide
over (I Il{ l' y e'el-ig rig es o1f eie ld o r lliotie[ .

Now, isn't it clear from that that this is not going to solve the
British problem if lie looks at s!oxething else as essential, either a
dire lot n from Lts, ,,' some otler kmnd ,f an arrangement?

Mr. Accrsex. W4ell, it is not clear froh. lhat, Senator Taft. It is
just clear from tlhe nlature of the failts that no one thing is going to
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sol e tile Bi' tit, prohlen, I iltve slt li that, oxer and riv I. l.i.ll . Tb is
isi it a panacea. 'his fund alone ill tot solve tie Briti i probler,
or the 1' onen h ..ol len, or all the problemis of all' count ry, but it will
iake a solutlion of the prblems possible.

eii at or 1ArT. I anm list siggestnig VI¥, e tt ptllni i lhe cart befole
1lh horse. That is. the fiimdlanent al station ill the world will have
to be settledt by other nleans before ihi flund call he put to work.

S', llP IIA RKIn:*. If it conild be set up by other meanis we wonhWi
not be here nagtdiing aboutl that.

Mr. A('f:s is. I think thalt is ighlt.
Seator' I)o OWNY. WVe Could have starvatlion ad l chaos, Those are

ite two t oth i polossibilit ies.
Air. x 1rF-os. Now, I think. Senator, I Ihave stated the pnicples

of the fund which the members were asked to gee to. T'e eca-
iiisin of t he fund can probabl y l be xplailed iimch bel tor by D)r. W5hite

ithan it I n be by m,. I thiik it is enough to say that the fund is a
resermvoir of gold anid (ciielitoe's, a reselrvoir into whi cih ealh member
pillts a certaini alnoult of ]lis qulote iI his Owiin cllrrleley, and a cPtlllain
amiolun in gold, Front that reaervoir countries m,?a pu'clihas eiu-
,encies li.dh they need in coratin aniolmts anlid utl/dl cerltaliil restrie-

rils. Tihose Cnl l'ie c](s wVhe pllurchased alre ulsed to take care of tian-
Iproary difficlltiies in hllr h blatces of payments whicih man run for

2 3. 4. 5. 6, or 7 vears and tihn tlhy repurtihase their durrencles again
as ihey icover r I rom Ithose hnaporary difficutiIts. Bll..roadl speaking,
Ilnt is the ' hoie plai--the nleiehaniisn is llchli nilore complicated. but

11li1t is Ihe lay it works.
There are certa i saf egunards whith I shall 1mcllti4111 Ihecaulse it will

probably be said it onc thalt this is itilely loaning ni. ot y to people

who have to c)edit woitloiits at e 11il, Tlucre le ritain s;afegiards
whiih I have jotted down.

First ofI all. Ililere are safegiarI tiat apply I fore dlealings eai
be had with lt,1 f.un. It all. They hawe to do fisl with fixing and
agreellig oi tile par value of the currlenl c: thatI the fund will iot
agrlee to anyl pill valle if lidl pitil vahla wouldl rlquire Frecoulse to
the funld OH o it IHipu ahllIhp suln to laieitttii it. That uHniq~s tial
the fhllnd [ eil Tlt aile i a val VIIH( foI. thl( fraia( o the Nuliua, whehich is
(Illptele~]~)uill of ilte with 1p alllitIf ilinl woulld itqiirc reoll's ot the
f rigid t.. too, ~Fieat a sc(ile Io .ui. jiterain it.

lhMit is ah4) mothler safmtit(id which is tlit ill the l wisu t e-
iitid e!ll l<tPi'e the folid tila agree onit tentative raite aillld tA iim-

lose cctlditions up11i dealilngs with tile fluid m.itil flI (:ounliiion .f
thalt ohllitv b{coille clhrifieill ait is possible to agree on a delifiitie
rate.

Iy thie thid pIlae. ilie fundi niyv postitpone exchange iratsactjois
w ;Il ]i /v nitoqnlboll' e r'It givi] ex(Iltnnge traits d pits oniglht result ini
p"ii.jdirce I 0 otie, ,imieis. That is, if tihe t.aligzs of ayonev wi{hI
li fuiid are likely o put 1 lrain on tie fulnd wiicih would prejilihe
,ti F Ie .. il)PIers. the fund ]nay postlone (lie trainsactiion.

Finally. if a n en iepr changes tlie par value of its curreney liespite
i s Iptj i ..ns ioflle funld. ii lil)y le decIredI ineligible for dealings

with the friom arid may be a.ked to withdraw.
All of tose safi airdis haive to do vith tii ie begmin ing of dealings

with tile Lun i 1, r terinilatio n of dea iingse, sO far as they relate to tie



BET'rON WOODS AGREEMENTS ACT

par value of the Iurrney, and they are very strong and very sub-
stantial safeguards.

Now, there are other safeguards which have to do withI operations
that are going along. TIe lifit in nirlmber is Oit a ironher cannot
use the fluid to meet lage outflows of capital, ani if it continues to
c come to the fund for thatt purpose it lay be declared ineligibie. We
werel (dicssiing that wilth eluitor Taft at xluolet ago. iq u[ i ] lrniuo,
if a member persists in inantailing exchauge iresctiiioins after tlhe
funM Ibwlievs that they are no longer necessary, that is afier the
mIlfetisiI has, coille (il, of its tralrnsit ionlt pIiriod/, arain the rtla ra4uatiolls
may be stoppled Also if aI nlelnbtl fil i t, r oain any of its obli-
gat' s i, dr tle fur dI aggreeiixnt it may Lie dectlared ineigible.

lhen ther, are a whohi series of servile ch rges w ill I)r. White
will go it to at gt't li len gtth. It hey ae aliso safeguards against tile
abuse of tile fu nd. There are re lurtin it provisions which he will
exjia ih .ill il nnr in ilai delail. but whliichi really mean that memllbers
9going to the funxd imlst use their own reserves in the sam.e lproplortion
thlat theycall on tit fund. There am exceptions to that where reserves
of otilter counitriei lhave fallen to ii very no lelv. Iibt Ille lornial
operation is thati a country going to the fuiid nmust ue its own foreign
extehalige reso0ltcUes in thii Stlime plropoltion Illli, it 'ls, t ire fillninS.

lln thriere is a safeguanrd that thle gold value of the cll)rency Iwhicl
it uses t, purchase other IlirI'......es itst sle [Ilihitlaiie... Finally,
there is in iin aItAc V, sectin 5. Ia povisioin which gives thile fund
ver, gretql hiscrttio ill toikillg %ki it v.. ste Is arnliecessal'ry to protect
itse( . Wil,,iretve t'i, fllid is Of the opioinl that a melmber is using
lb{! It '(isos4 (if tile fuln1d ill nI .... ..... ! (e co....[it'y 1r the purposes of the

fu(nd, it shill Il estIlt tlo the n t:iior a repI.t setting fo'th the views
of the flond l1 sute ribhtgasitableh li.. fort eply. After presettiig
flich r( 1,}ort Ihe ftuid tny lmit the uIse of iX tes l..Iures )by tihe mrPller
If ]io reply to thi rporlt is rmcietl .fron. the Illinllbler 'itliin the pmr!-
s,rihed time. or if iI' rinply received is unsatisfactcoy, tle fund may
(Iotillte to IM. i.it tilie xtnnrilr't usei of Ill Ilimilds rl'source llor n1ay,
aftr givhig ....i' .s(Ihh n o tice to the I.nI. Iuel' dectlare it ineligibhl to
... th resourIes oif thie, fond.
* Now,, that. I suhlii, gives the fund .tnplete aiiIthority to lii.t the

drawings of a iietiilwr if it fir..s litat thie menbei is acting contrary
to the [nrpll/sI h sr w ihlh tlie fuood/is set tip. alldI that is very ir.ipottallt.

That, Mr. (ihaiItirr. I think, I enough from me ni the fiuni. The
batllk I bellevr is Ipretty IdearIN uIldesto.,, It von w,,rdi like Ime to
talk alnout that. I fillI oiitri(ist. I shall cease alking,

Sgi ator T krr-. I ~l)1ild like to ask Ml. Ach,,!in sorue furthetr ques-
tioIs m Ih..I thi o(t hlqt 11rrl'r(!S Iet tln'imgh.

S(iomto Fui4noR Tr. I ,alzted io ask .Oe. 1 didnit hear-I miaty have

missed it a brief desuil ption of the way it is organized I Inall, is
tOwie a oad llof diietorsi or ;what is thie .eli.. Thams of it If you will
give it jiust hriit. 'V.

Tdr.D'. I,:SON Tiher' ire l ,tWO separate eiis.
eliltlr FILItHIrl{Ti. Mhint is the ,il tire of ithe oigatinitionl

HMr. Acursru. 1The naure of the organizaitioni ippars iii article
XI1 in ti alet i i s of agretmntini It begin ,l page 22. Senatovr WVag-
ner was ,l tie Ai'rill can representatie toie ( cnmmittee that drew up
those matnagerial sections ml I think be knows all labout them. In
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shrlt, there is a Board of Governors created, witlh a governor from
each memnber country.

Senalltoar IlULBRI(OTr. Each member country. That is what I had for-
gotten.

ir. AcursTNN. Tlhe)n there is a group of executive directors, 12 in
nullnll ber. Tey re eIected or appointed by the coullltries al I that is
tihe real day-to-day nauaging group.

SentllO FULr lin(;iT. 'I lnlt s the real hoard of di rer:hrs
MIr. A.tlliox. That is tihe real board of directors. The I load of

Goverlnors meets annmually a i(nl at ctitna otl Icr tilties. adI ias certainill
rF(sere ~ l owiel's. xvinh art nilentiole(d oil page rL'2. lb] e powers must
be exercise l d odly by the large Blrd of (hkv'no rs . [l he sainaer grolp,
tile exieoe tire di rectors, are ill clnttin tlO As sission. Thllat is a full tine
jol. 'i hy hav'e a mianagiug din rtot whi om1 t ieVy hire. JIe is not one
of the iiresoleeltatives, flld he is tih executive (qxlratlilig heal oif the
batink. IThe votes whie(·h eaclh lireclo easts are the voles of tilhe Con-
trv which appoiinl ed hinl or electedl him.

Thle United States, and four Iother couiltimi,. ench i]ms tile right to
a i po it an excel i (i rector. Oeur di rector does not est 1 coe. Ile
easts 27.750 votes, I t hink. T IliTha is, he oasis olte vole for eacsh $100,000
of 'ir qiotnda s2,50 and similarly tle Biml ish hatve u right O tri
Jpoint i iid cto· IlI PCisi 1 liiull er of vo IS lh s wnihl le 13,25).
Thie Russian diirector wold east 12,250. lThe Chi se ad tile French
l[o aI/)POiIl dB(teiiretis. TI l[te tilntie is [ lp o i1ii} ItIt ill tiy . i. Icutry
or if two cegiiltticS b1'e their cuirciFelits ulsed so, tht the fulai has lh-s
of their currency than their qupotas. Ihey are given t he autt..atitl right
to appoint a dilrctluor, [o. iTt ijearn; counillt rins who are rnaliv red-
itor eiountries. It i plsaiblei that tle Ca(oltitans woiihId nllt i llunder
tll:It. alld Ilia;lybe sooeil (eher colnti'ies whose etirli'icy wouild be used.

Senator F TiUnlliliT. All additional director? ,
M.· AC;HESONN. O a o01 twlV, aind thiat rdiUices lbe illnibel tO be

electci.
'Senator FMLIRIlHT. But it stavs at 127
Mi. AcIErsOX, Ii is a rather complicated arraniigeiment which I can

go it(o if you like.
Senator, TA, r. As I andesItanid it, are theor four--thie ln iti ed

States. thie lUnited Kinigdiom, Clhina, aind FIrn ce--whi Itl elet one
director?

Mr. A5lrlsoN.. Tli(re arte five: the United States, thie iUniited King-
dimn, the Soviet Union, (Chiia, and France; they xv ill appoint a 4h-
rector.

SenaitOr T Atr. TIhen ithere is a list of oIlri Inations who atpoi t
five nitite. Aonrag those are, If (oucse, eliigible. the British I)iomin-
orn . Cerdainly one f th osfive iwould be Sootllha i in itis? Dominion,

possibly two more. I suppose, in view If ile size of the quotasi of
Indiaili. Canada, AusIrlia niid South Africa, over it billion dollars,
thv probablINy woiild be pretty well able to elte t wo out of the tire,
so vyiu have three liti sli nehreeirs of the board, I rather assuinle .
Then' yul get two frinm South Amer ce a wlicih are elected separat ly,

Mit-. A(:ur:sN. That is right.
enaltor T,-rr. iBut. of eolurse, the proportion iN ldetermined not by

the number of directors bit by tile number or vyues which Ithey can
cast; is (hat correct

Mr. Acr lsoN Thatr is Ccoliet.
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Sinrtor TArt. What I want to suggesl is this, and it has relalion
to Your safeguards again. As I see it, this board is cointrolled by
wihit you might call tile debtor count ries. I figure tihat of tile 8.800
vol es, or however vou figure it, 8.3900 come fronm Eiurope. I'hat does
not Atount people lwho are in the Eunrola Pau lange. Practi(ally everya country ill IEiurope wanits dollars todIay. In addlitiom to lite three
billion nine, there is over a bill ion of Br it is I)omin ons, and I nIotice
that England resivs tIhi righlit to vote India, alit least. and Australia
is ratlhi in the debtor clals. I suggest that all of these so-called
safeguaird, instfar as they are safeguards of crditor colt tries, may
not be exerisedi by tie icbaid m We Lbtl no right to insist uionl their
beingl Pxe"1s oL1 'I sggeSt thalt whei1 vou III )a your m11Wey. wI-eII
you nit ylou' 11o01£v ill tile hilinds of a boar i i controlled by debtors,

Uhos (1,M (a, ale goriiga to be very vlii Lwa with debors. DO you tiinkr
that is a itfair (Irtwisn if thie seu i of thile fund todav?

Mr. Atinr:oxi. Well, I wouldint like to pass on its f;ilrness. I don't
think it is altogethier a (li curati ciiticism.i TIl I liUted Staies unldir
tim variou.s provsions Iher" wAill have ai vote whih ultimately will
probahly cOI( .iu Io about 33.

Stlnator '!A^. 33 )(i('lenl
Mr. Ac(miIso. 33 plrclti. It stals out ait 27, hut as tihe cuireeVy

is used it will go up. The Soulith Ani.rican rulintlits lina v tes
which will plrohiaii hae another 10 iperc(t. Nln of those are
liktdv hok, I e ditor cont,ries.

84,~tu'l'irl. ... 110 S tt 4 diloimtry8or 10v,,ye'agto.
Mr. Aoi;soN. Blut it ihalppiis to be true now(, and may be for some

time.
Whetiher the concept of ddbtor or creditor is goiring to deterlinee

how thev are going to vote is sonolethilzg yo(t lmay hllve an opinion oln,
as well Is I.

Senalor TrAr,. I suggest t.hat the hoard of P oi whAich we have
onl ona reprosentative is going o Iar'e a to.r. m effect even if tie
vonting is difhflrent. Herer I Anw'icai inepresntt ve nith a irIdi
o0 tile votiig )owero and 11 orther di'ecoisir vithi a majority of the
voting power. It seems to mle ill ithe first place he is going to ie
talked dowi and in taIn e se onl place0i ot have the votes.

Mr . ACiESio, I ¥ioui dn(1t worry veri mIuch about th Iait, I think
in a sihort time vou uggrsted that thlere would he other Blritish
domi niuons. Undoubtedly Canada urider ihe provisions would be en*
titled to have a dilretor. (Canada is nolt going to be a tdevbt :orontury
aid is not going to be talked dowin. And there wvill probably be a
Dutch director. And the iDutch, whetiie r Iolland is a debtor or
creditor, are goig to beiave tie wAav we are goilhn to bei hi;e. They
irt'e vry I)(ll1tVa/tive I he aid }i th1oogl i tils Coneferclc(Y behfhovet -

in a verv conservativee way anti always have and always will in banik
ing inatiers.

Senat ort xArlr. I suggest that tile I)utlh are closely tied into LondIon.
licey will do w1hat tile British wanit thtem to do. And I suggst tilhe
Canladiais will do what the lBritish want thiemn to do, in the ultimate
resolution.

Mr. AcTsoN. That is your siuggestion, as you say. It wouldn't be
nlv smuIgestion. I ithink you are wrong about that. I do not thi k
that ithler the I)atch or the Canadians would be overawed by the

1587 8-7
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British, and I think lthat the British will be acting as a ereditor
notion. They are not going t do d anythinig foolisily. But ft any
rate you have-

Senator r'ln. Well, the point I suggest is that allt these safe-
guards are not conmpulsory safeguards written into the act. They
are things that are in the discretion of this hoard. a

Mr. A¢IlDrON. Tl'Ve (Ilniot III oiiipllsory safllgIllards. SealtolrO
T[aft. I was talking withi a hanker, for instance, ldown here at some
mleel ihg wh i ., ch ij iytte A iVdedI anld we iilihtriated the point tiis way.
I said, "supp )ose .ol W were ;ery ill land not ex pectedl to recover, anti
vOU were thlae rosidlit of a great bak. aiind they saitNo w, a ret not
goinhg to tell you Who yourLI su eOsIsor is got ing io bi. hut we warrnt Vo to
wrile out sone thLin gs here hMliCi will exnable hlim to iin this alnlk as
siclwesstfill v as you iaxe. I ,mi't lell ?ou who hi is: it doesn't make
aIIlV diffiier'ce. You just give Ils the irunles as to how to run, this
th ing.'" I salid. "liT .. Id tlhil i.a. ke vo' lahst Iltonrs ha ppy"

And hlie said, "No. (If col rae tlWhat ray.f
There are no rules thaint von wit, lt Is Io how to Irn la banking

insaitito ut Nls f v. If siuev wslty. bhoo k exalumineis colfd do it.
It rq luieVs managemenlt and intelligence.

Now, if ?You i hink that tile Ipeople who are eleced hire will not use
iitellignice nii this thing oi. will not operate it tihe way it is suppo(sed
to be operated oi to Ie sucessflI. thi of course it will be tI failuire, and
I carolit possihbly argue against that.

Senator 1 AIo'. I Siggrest oillditioiS itf the worh l today illr' these:
evorlbody w-ants ohlldnts. afnd a genat bulk of tlie ntatisn; are debtor
nat ris thiat their httertsts ar adv'erse to ous,, find wet that wreare
haiun dinrg hIItem our ie R v to diislX*e of asi tier wvishi to dispose of it.

Mr. Acrrs, x. I don't thinik we ire doing tthat at til.
Senatior' TM', Well, then I Waiiil to suggest me il other thinr I wliant

to ask on this thilrg. You have spoktn of a numilmer of snfeguairis, and
as I see it once yoll set this fnld lip t hl'e i no sill fegllard against ri in,

very con ntrv its 275 peici t of its qi iota eveiVr yea a if it asks for it, as a
practical inattri, and it tihs been assimetd a Ii tie way throu ghi Ih
Lord Keynes aiSSuml.. it in tIis stitein.iit I mad-that elery nation-

Rnssia assumles it: timt is wihy they w;tAiivd lhei bigger iinota: that
theyv have a riight to wallk in a n I akloe il{ 25 perlc(i(t of theicr /quotal1

very year ii any eu r'e, llr tihat they wish to ask for. Isn't iltat it?
Is thler; a1ny safeguard ag-ilnst that uniclato i loan flt hIoer t ihey need
it o' n .t ? I othr wor s, that Lra ift. it see.s to Incme . is bsed plrely oi
the ittoniatic nqiiitelnmitlt s of this fund, in titat it differs frmn 'tih
tank and] tas io relation to the mied el lie people who get it,

Mri. Acuntsoll. Well, I-
Senator Ta'r. Isn't that so?
Mr. Aciirsov No; Ith at iisn' the Itast bfit so. not the slightest hit so.

I amn looking for the verv lilst provisi.on here which says that the only
elason that anyone can Iole lo the fund for any p eiipse at all is in
response to clIrrel t li(ed.

I (lo not have the place. Perha ps Dr. White cn giw n me tihe imnnlr
of Ihat. I .. ha i t ithe plovision ihat savs tihrIt the drawing shall--the
first one ?

)Dr. Wirlri:. Youl can lisp this article Ili. section 5.
Mr. ACHcEsoN. No.
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Dr. WHITrrE. D)o YO¥ want that on1w
Mr. Aclm;so. No. I t is the very tlrt one here.
I)r. WpirT:. Tlhat is the importaiit one.
Mr. Ac:sOiN. It says sonithilog about need.
Dr. MVimiE. Oh.
Senator TA Sur. 5 ipp rse V, read article V. sectioln 8. It is gov-

erned by dhat.
Mr. Ac, FM. V, Ys. It is section 3. That is the ore! I was looking

for. It is <m page here:
C(,illd£...n. gut"'evbal I',, of tillh fiii..d> ld'iiirc0l.A Intetibir hcal] be titlle]td

to buy tihe {IIICinai
r

d {itf .air .iti.liti, from l. it ftd iln elang, for it,
OWll curir.e! u1 Ot1 1o till ftltltwllg lirtoli[(,llS,

Senator rlF'., "Shall be entitled." I Ilealn that is pretiy clear,
tiIt ill itlci. What othfer molditionsl

Mr. Aclm.sN (readiig) :
Th, llbel' d!sirilig It) pp,'{h,,, I]i {rll, .r'y ¥ei]srtts that it is presently

iievt]e{I nll+ ]tlkillg Di l]ia tivlty paynarits whlc, it', .... si.Ienlt with the
[}r'ovisholns Of this igr ltrIi.

Now, tihe very iirst hii ig that I w aited to bring ollt is that he mnust
shi.w that the alltlllls li ate presntfly niedeld. That does lot Ilmeal
that anyone hitas ri ight to w; lk into this fulnd and witlhdraw 25
i}p'eun a yal'. Nothliig ciuld be fulthtir f.o.I the tarhti thia tht
cimcept. It is only if niliotiats arte presentl y needed for making pay-
Illeis ill thie lllilenc/ of }lthat etIIntly tlIt it has any right to elonllt
in at all.

SeniImI' l TAr. That is not wr i hat the English says. The Englsih
says olyi tih t lie hias toi Ipresnit that. It (doesn't give tile bioard any
[ol'wr ito qlPestiolI his lirpllittion, ( tit Il( bo ai Il irs , power
to qlesioli li ! vpr,.r.ltiPaion, M11. Aclieson. Alid that is the coli-
strlui(tiill []Id the milv re...lslIibil!e (coaistl liet liorI to [put Oli th Ie language.

Mr. A ,,lsoN. Well, that may be tilt' costrvuictlio that you wish to
lilt 0l, it, Senator Taft.

Si ttD'P TAt. N. li eee srls a. 'IiThait is 11 he Ineeds to do.
Antll isll'i it ritle l hat this sliruiggleII fo quoas isn Bretton WVoods, fromt
Rl ... ia and.. Er l... l-- an..d Englalnl's Laid Keynes' slight disappoint-
Ilelait in niot getting giirh--wiasI diue to the fact that they wanted that
Fight to get thin i.n..lyV?

Seimi'to, Ft,'irlor. It is perfectly olvioils that those ar tle onles
thatil e.d ii. at i, t le od tie purposes. No use in mir vwaiinig a
wifli( lot of it.

Al,'. A (ui Eo. T]her is no idea whateIer that I prsiroi a I, i1n ,1in
goes thioghli tihe ( )tV i'ailitv of sa " ig, 'I need this yiseitl¥
i ....ake a playIntii." atud no ,ie :itin look into it. Tlhat would nt tooi
:}lhtihl'bL~ absur1d.

Senato;i I AT. ¶Well. Mr. Acheson. it is chiiltdislv aisurid. It is
ithel whole lasis mn whil this whole thing has btine uiegotiaterh with

oe s, Coal lli'ris.
Ir. AulrEsiX I aiSilll' tt I tlilIt tiht is I .It so.

Sealr' T'r. Isn't lthere a special agireenilli witih nRussia that they
call get $i (1(10.00.000 at the rate r.a o$300.O(li00( a year now. regar i
i'ss. bher',ls, they cannot oi.voe anythllkg; they d;)mit have any ex-
clanger l The (ioverltuenlt Irlns (IlII whole Worlls. So all they need
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to do is to ineed it in the curprency paynments tihut are consiistent. All
tlhey say is they want to spend $1i200000X.(X). Of course they want to
import it. And vwasn't it understood with themrn that they were to be
specially treated ?

Mr. cIIE,; Ns. It was r1ot iutIerstood by me. I do not know of any
such nrder standring. I don't believe there was one, if you are askinigk
ale.

Set ator TAFT. I amli asking yoU.
Mr, Ac Ins(ox. No.
Senitoir T inr. I amt askiing you if it is not a fact that thelre is an

ule e'st ad 1in w it R issia thlnt tiley a t entitled *to draw this $34 l
00000.0 a year iouit of tOhi' thli ii

Mr. AcridsoN. As far as concerins any information I hIave Senator
Taft, tihat is not CI(aIorect.

oil ator TBBI. . Whei, d(idl Von gt that informaition
rThe CHlATIRAN.. I ovem r 1 ear d ithat either·
Senator TA.1 . It has been commonly statedl, because tiihe Russian

situration is pluiliai. Tlwy lIhv nv o ,l-ss i tly-tie v don't have
monley itn Rusia as mas.t otlh. r Ilatlioni191. The whole tiling is run by
the (oernrinient, ThIoy can crate tihrouiih (Goverinment control any
Sit uatiron thee want to.

Senrotor M'ittmK[i. Mr. ( Ia innan, I hould liike to ask i question
or two.

"lie, C[AflMITiN Yes.
a1loltor N1I .Ix IFI. Its { Mr. Talft question tirue or inot coltect as to

ally ai tlOutllt H tli ( i.. io ti s ciic in ni. I
Mi*r. ACrlrrN. lThe satie t iiswelr ouild go for all.
Seiitoti LI 41N, suti 11Nim IS ( Th izd g{) for anvoc?
34r. Ac, i,:so : S Y. s. Te ilCe is nI 0 tri:k in mn a nswe r.
,Senatir Minrijux. Are there an spec ial ar Llngerients of auy kind

with Russia adiing what it may do with this fund
Mr[. A, irHlsx. Not as farill as I klnlow.
Stina lor MIItIKIwnar Not Ias far as Yoil knowv. Whlat are the Ctlinml-

ties at lie presiiin t time that have r easbnllablv stable interinational value
Mr. ,lirEsON. ihatl is. I think, too diflicult for me. I think I bad

retrer {eav , thint fIt tlhe Treasury.,
Seil a t Mi LL.T K I N. Well , Vyo ou Wild say oi r owIn n/oney; would youW

hot ?
Mi'. A{ nsN. [I lpose tfliat most curirenci¢es now ihave or have not

a i·refasolably stable \alue depeinding ,on wihetlhe or not, they now have
an extess r, a a rvtable ba Iance siuchl as the Illazilars and others, or
have I stiibililizo n agreeimlnt with is. But what they would be I
doln't kllnow.

ermirtorIP MLtAKIxN. Would we not say iiha oir rliPielclc. has a
relio,,aldy stahil( iittrniational value in relation, we will say, to tihe
pou nd l

Mlr. Ac .i.. s. TlhIt is rig]t, Senat or Mi]likin.
Seun torI MiLI IN[. 'Trile 1pound has af reasonably stable international

value. does it not?
Mr. A(:i IES#N. WC,]] i. is 1 @ thel r hlnow by risoln of the restrictions

which he heil r)it oil it dining.the war
Sc/Mt r Mlui i 'ax. Yes,
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Mr. Aotvsox. In dealings betwmen the two Goven m nts. Whether
it would have a stable value if you took all of those off is another
matter. It probably wouldn't

Senaitor Mirn'L'ci. When we gel outsde of those two molnties, wlat
other countries lhare it Wouhl, Swiss culrrency?

Mr. Acmzsox. Yes.
Senator .ILIKIN. WVould Swedishb curreney
Mr. Acnersox. Swedish, ;es: I should think so. You could have a

reasolnaiy s iable value wiil the franc, but this plrsent one isn't rea-
soitably stable; Ino.

Se ntor MTiLT KsI. Would you say that the comditions are now elear
enoigli in iFrance to mirv Ch e 'Ral a rea-onabllv stable valu e

Mr,. AC(1iSoN. lrI, I just don't {i .o.w enough about it. I coubldn't

Senator iLI.KTX. H ylave wew .. illed linv coultiry whichi, ro.ghly
specaki ig, has a c·ureny ithat carries reasambly stabih international
:alne?

Senlator TtoEl.(. Canadi n dollar.
Senator MinIK iw. Cainadian dollar?
Mr. AcHnFAO. Yes, the Caladian dollar. There may he some

otheirs. I tliink Voz iflare included some that probably Imv'en'l got it.
seuto, TFTu . Most of the South Anmerican e ltre i ciles are stable

toda·y. They ioghit notI lobe )toorow,
Mr. An:sEON. With most of Ithose or many of those, we iave ilnd

stabilization airangemitet s, so tlhat we have made tlhem stable in
some respects.

Senator N Well, no. Isn't it tome, though, that they are
dollars

Mr. Acurlrsm . That is so, yes.
Senator TFrr. SO that they are actually able to do it themselves.
Senator MltIUxIN. Irt me piursue umy question a little furtlier now.
Senator TolEY. Hie ihas got a point.
Senator MILuIKiN. I tink you will iglee. Mr. Secretary. that there

is a definite relationsbip between a sauble government and a sitable
curreney.

Mr. Aicnason. 'jlhoee is-there must be--some exlaniation for it.
Senator Mmixuiix. Is it possible to conceive of a stable currency

in a country with atn unstable government?
Mr. Acnasox. I don't klnow.' I don't know what significance that

has. If vou-
Senator Mi1rKT1,s. Well,. I will develop that.
Mir. AcMMrsoN. For instance, before the war I suppose that the

Frencl franc was stable at th riate at which it was kept by the tri-
aRtits agrIeemfent. Nothinog was miore imunstable than the Frenchl
o vei'1n,,,ent. It chlaIne d iloimetimees twice a 1ear.

Senaitr M .iiKtN. Yes; biut it changtd witlin a stable system up
to that lime.

Mi, (Ac,,r1sx. (li. votn mnean I[.. if yvon havme complete ivolution
andi tirow eervthllig o it and ehange the system?

Seliatlor MTInIKIN. I mean this: That a e ianie in lire Govvrirnenti
of the IUnitetdi States or a chaniipe in the (Governmenet of Britain or a
Olrangeil I 1i (overnilnelt of riante. opevlating witlin a stabile over-
aill s;sietel. is niot necessariv all elementit of instability; is that not
correct
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Mr. Acrisol. Yes: if yoU were going to have revolution and
e rdiiiation of debt a>l everything. of co rse, you coldn t have a
stable it'rnCy.

Senator MiixiiN. So tihat will you agree with me i eat as to all
of these othli countries ini colntinental Europe, [or e·xrIfplN other
thin tlios lhat we have mentlionled--iand I think the nly onn'trv a
that we have mentionedi in ohninental Europe (hut Inigltiiave a W
sviibhncse of a stabile (iclilel{iy flrom anl illjermiati/ial standpoint is
ItFran-o -- a,'e ntot all of those cist/ltr'ivY,; ill yomr' ju(dgm(eintt, confionited
with rnmore tithn a possililitv. uithi rallier stlrtBjf Insihbiltyv. of
Olsc Of1 two of IIol.e revoiltions nIII Colntertlvohltiuiio befor'e they
will achhve what mi±ht l raled a stable svstemn of governmentt

Mr. ACrESOx, WAell I wohni Y't warnt to limit tlhalt dlangr to th hse
particilar countries. I should think that we ighit look with soi,
apprehensiion upon the whole state of the world.

Seator ,11rnIKiN. TYes.
Mr. A oreson. Celi alIuly thiat is a danger if we arlie not nlie to work

()it some senible interna iol c (OOlnolie rlra tige1nti1t.
Setlator MIAlaIN. I wo]llii't taike in too inlll territior. I aint

jliust tlhiniking now oif co( inemnal Europe. Withi tlhei possiblie xeitionlof whot it Ialy be iPossible to evaluate as a stable imn r('V of F l·l( e,
is thlere a eolinttfv in iliitienhrot Europe, with the possil, exception,let Its sny, of Ietmmr'k and Swedtn-I mean. and Switzerland-is
there a si inglre coun trv in continental Europe that isn't faced with II n
probability i oe or rmler revolutionis and (ouniterrevoiliionis within
thie ext few vears?

Mr. Aclr:sE N]. I sutppose that thire is hardly a coulnt l ill le worldtb~~~~~~~~~~it~ ~ ~ ~that 1n't faedet with ihn. if we do not work mrt solitr intelligent.
sensible alrtangerelllts.

Snatlor MILIKIN. NOi. INow, [hen l oflil'Oed with that. ]how n, You
poslily set u~ an 3 thiiing z sethblinig a stable curlren y for those , Ie -triis that art confronted with all of those instable eletient Is whit Ih are
bound to tfleVit tit the stability ol tie tehing we av, Irving to d

Mr. Ac nsf, Well, I i think I see what vo, ha ve in iimid. is s
the trt-bhefore-th-ose irguneoi, or the chcke n-antl- heg one.
Do you sct ip stable govtrunrlletslt filst andi tilin work (lit i eltOiiOlulc i- A
Irlangenilenlts. or rdo volu with !lcro1ilo irt IlralgerentelS asist in "t irti gl
fstiah pgovern entnts I sh .o Id think thatthbe way to begin isto begin

anId I do nlot (.l. ii,.p 1ii tpossible to hinVe stable governInmlelts a vlwhere
with the whole ceonomie iarli .l. genents of the world ini 1n state of elaos.

Me, ato' hlM iiKIx. 1}ell. do 'r Iropon ent s of this fiunl go) so far
is to b}leve that th is little blood i njection thlit we are giving to tlhes

collItlties in onitisrental E mrope will stay this process oif evol ution
anid courte rrevolutionl

Mri. A:CuEsoN. No. I thlink--I a noi ot surer that you were here a
moment ago wilen I ea mnestlI disclainmed ny argu .eti tthat this was
a panacea.

Stlelitor Au lLimI x. No; I was inot.
Mr. ACrrsos.. IThis is not goin to do that al all.
Sent t MILLXIKN Y 'OIOU(II II it nake an argiiient o that kind.
Mr. Ac tsol¥. liut thiere IiuSt be a glreat many things done.
Sen attr ll MILIrIN. Y.t
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Mr. AotuesoN. And if Is to each one we say. "No, Ilis isn't the time
to do that; we Imust do somethinfg .i.e," then it is like shooting at quail.
When t covey goes up if you say, "No; I won't tiake tilnt one. I will
take I hs oe," and thlen your gun waves aroundl ill the air, y ou don't
shoot any quail t all. You have to get your eve in tlhe bird and go
thiurmgh vith the situation first.

Sentotr Mla. LKI N. Do you get any rLail when you are confronted
with the fact that you cla it possibly raise a covey ibecause of tihe very
nat ure of the plate wleh re you are huning

Mr. Acios. o aell, of course tihat's I rue.
Senat or MnLntIK x. AId is that not the situatitm in tile greate r pa Pt

if on. itielital Eurlope so far as reaching ally tahilty iy cillvurerincie
is coneerned for the jext few years- And it yo..I wil go along with
me oil int-or if you won t. let it be my theisis: If that he tr De, tihen
you arej ust atterio pting filities. h Ieaus what is done wiiill be e-
pudiatedi and wiped out by tihe sueccessor revoliutions that are I .lia'd
to cmlull

ir. AcT EMN, \VWell, I thinki thalIt yoii wNer t here yestmailY when
I was talkiur abouht wh]at seeied to nile to le the siltuaition ill Europe
aidt ilI the hr East, which is oni If unparallehld ,eriucsiiws, il
whlii the whleI, fabric of social life might go to oiee uniihss thile mlost
e nsrgetiac re staken oin all fronts, and on atll frots at t iln Sillne
time. ITlit is why you hae to do all of these hlgin *I at once. You
have It talkesthe slst ilply it taking in Sanlrlai icis, t try aidl give
sOille {iter so for as aggression is colcernedi n ill t w riildm(. t I hage
to takle thliese Ii...tty ste s. XYou have to take tile S lw;De are
taking ill tile trade agreentil field. We oight to have and wl ii have
oltber neet hiags ill the field of trade and cmmmiiii ri policy. A bhole
galmut of thiers must I le done atl imuist be donl ver!y quickly, bCituse
itane isn't iuich time, and this thing will go to perces.

You are quite right thai thNi is a (iry ser liols situati.io. Yesterday
I was bold enough to say that there lots been 110 tell serious sfiuatioi
fir or{e a thlolusrd ya ars, aitnd it steiewi ton nie unri t like the troubles
that E. ro)e m as in after tihe Molaan i ntedialt rivasio)ns. It is very

* Sp...i(In or Mijuix. Let mile ask you this Duest itll: Ulnder tie long
O view ,the draft tiat Ila ar relad, or ihle fun1d to,( dollars, anid as far as
tile hank is Clcl lnloed i the l oan of dollars, agail will have to ibe malde
good by ipli.t r s into tins country, will tley not?

MIr. AcM .OLSON. YeS. I think So.
Seallaor TArT. Mr. Ahl'stml May I, jlst et bck t o iget ak is one

thlitng wed di 'tl fit'ish T T ,is basic question was whether this provision
of sectiont , (it) (i). saving that-
'liT mrn , i des ir ig pI c ell! hei It"' pt I's itha re1Irescuut ii t is TliSre'ItIY
ilf'ded f.r lilkeng il ll..t cuirIl'ey llytli.tllt wh.i.h urse { ns11slet wil, ite

is a safe2guard or isn't a safeguard. I suggest that the words are so
broad, "((isistent with the provisions of this agrtleelt- 10( at tie

imrpo p s fof tihe tglreen t in pago 1. I suppose thant is thie thing to
I.ick at fIrst. Is there any iatioi that e*u{ri'~ ,alke the showiiig,
even if thle Board has tle 'discretion, which I din't think they have,
to question their represcentation, that they nieed miioney in that currency

49



50 BREflON WOODS AGREEMENTS ACT

to buy things in that contury? Isn't that so broad that it is really no
saUfemard at all?

rfe~. Acgmu o. Well I think the very breadthl of it makes it the safe-
guard. That is what I wals going to argue, andl I was drawing your
attent ion to that.

Senahtor TAFT. I d(i t I ... ierstand whiat you mean. That is ton-

iMr. Acnusox. Becaulse I was poinfing out in section 5 ihere that
it is very clearly stated. i mily opinion, that whenever tile fii'd is of
(t Ihionl Ilill ally Ilclicer is 'silig the rr(eulnes of the fund in a
ntaainew(r contrary to tile plmrposes--

Senator TAFT. Well. look at the purposes on page 1. WIhy, they are
so bload y ail, you could t use allyth irg · ntr arev to the l ir) oses of
lir funl. practicaily, unless yoo--exce )t for capital pirposes. things
that are expressly stated as excpptiols.

Mr. Ac ':snN. Woli, let's looik at thiim.
Se£1ator1 Ttrt. 1'O plOtoie lernallltionll ai mionetary (oo eratonl to

faciliat ttlie expansiotn and balatined girowth of interl'timait trade,
I:id to eonitribute to ihe. p .rolotion and maintentnre of high levels
of emplovinent ind real inomle and to tile devel.pmente of the pro-
ductive resonices of all members; to promote exchange stability; to
assist-

Mr. Acmrsox. That is ant interesting one. Don't let Is go over
that too fast.

Sen ator '1Al. I am suggesti'ng tiat there are ao inioy of thern, you
don't Iha e to Co iibCin to i hem; yin (t1n1 frnlf..y to any of the others
alid meet your req irnements under article V.

Mr. Ac vsos. eli. tiha wouldn't be my view, lhalt stoinebody could
say, "Well, it's all right. I am promotinig ckoope)rabio " The answer
is: Are ou promoting exechinge stabiiity? Now, if ou are not, then
yo milli have yor d awings on the fund restricted.

Senator T. .r Oh. no; because if-
Mr. AcresoN. Tihat is why I say the breadth of this thing is the

prottection.
Senator TArr. If yoi do any ofItiese other hiigs, vou call get your

imoney. So. of coirse, you are always doing those. ny ver ent
is always doing themn

Mr. AcrHrEso. You cannot have mechanical restrictions, Senator
Tuft. whichl will nmake the tihring work.

Seinator Ta fm. I quite agree. Bit I am just suggesting that this
was not ia safegouard an d that as a pacticald matter, ruider tihe terms of
tie faird, every nation, in tihe Pol'ld M oild be able to omeine in anlld get
25 percont of their quota anid draw it dowl wittrout any restrictions,
and the Board ihas no discretion to refullse tl n. That is my eon-
taction ail I thinik substan tia ly true, nild I do not think anytLing
)ou have said answe4rs it.

MIt. A Ill:soN. Well, I wouii l eit my mone tihat if you were the
Americaln di retorl on thiis fund vonl wNould irnil that lilis was a safe-
gno'll; ind, as yoo would argue as trongvy om ly side as you are

rgilingh oil tiher titi Sie. yoii wthould previl i iii ctull:ing a (lecision.
Sr tor Tl Fr.. Ore otilr thing, litst one qintion i before we go on

the f .. or. W1o are dehatmig the rci pjncaiul trade treatjeg. TIe pl lil,-
cilpal arnaumeont for thin re, iproca trade t reat cs is thiat thile State De-
partram t: nust have bargain ing power. Now, I suggest that if you
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bill tl is Bretton Woods thing at all, it will give you a gieat deal more
hbargai ing prwe than nytlhing you cua ii do witit a 50-perccnl rate.
1 s ggest that you ne giving a way $S.O0VlJ)l).000 here for nothiilng,
at ti same Oure tihat Von are dentmanding bargainilng plewer bty a re-
dueilion of tile tariff 'IIci, lrtie reciprocal tiaide treaty. Whal do you
hink abouit tliatarigunieint? Is il a fair argunient?

iMr. Acin;s.. We ll I think whati vou aie doing if you heloh up
thes } tii qss is geti t nt thi ie very situation thant Senator Millikinii
is I aking lihouit, whtre vyo prolticer such uttr chaos in the worli t iat

hnobody ci Ianetmiiine a0 'lhng; iit will ili go to pitees.
Senitor Twr. I still think that we have tile bargeining power. If

we ever· hadl the bargaining power, we hite it, but right here we are
giving away a large section of it in prisentiing Ihem with this $6,000,-
00.000 in this fired from which they can all draw,

Senator MIInKIt· Mr. Chairman, it seem's a perfect observation
to me thai if tils additional request for 25 percent of bargaininsg power
is a crucial, vital thing, we would be in a mluch better position if we
had a 100 ,percent bargaining power.

Senatlor FIn[IrG'r. You nean in the reciprocal trade
Senator MlUTniuX. Yes, exactly.
Senator Ikrnaton·r. Pertaps we would be better, buti I am afraid

they wouldn't get it.
Zenanoir Mi iJmtw. TIl at is unfortunlate. That is tIhe fault of the

system.
Senator TArr · . rll. Chairman, there are a great inay questions I

would like to ask, but I do not insist on asking theml of Mr. Acheson.
I iien ihe qluestioil particularly of tlie sea ure culrencies, and ri ilalmi-
her of l ihe thin gs in the act. but I snitpOsC I could takMr. White, per
hals. Is lie going to testify?

T he CnAw^MAX. Yes.
Mlr. Acrisox. Dr. White will testify.· I will be glad to-
Senato, 'Arr. IHare you conferred? Is he going to testify?
lThe CHlAmMaX. I conferred with solnic members here. I haven't

tlrid a chance--I thought we vonuld go on this afternoon at 2: 30 over
at tile Distr·ict of Columbia Cotrniftee room, right opposite the floor

* Senatior T, r. I am afraid I won't be able to be there. I am afraid
I will have to be on the floor with the reciprocal trade agreement.

The (CHAIRMAN. All day?
Senator TA'r. I would guess so.
Senator Brucn. What safeguard is there, Mr. Acheson, to prevent

the fund being depleted of dollars? Suppose (hey all came Im.
Mr. Ac,ts,,*. You mean what will happeln tlldel tihe scarte licut-

reney provision?
Senator BrecK. Yes. I mean could they drain it of dollars?
Mr. AcrLsoO. Nobody can ever drain it'of dollars.
Senal or BrcK. Not any individual. A combination. Suppose they

all caum in for dle s arid all asked at the samie time for '25 percent.
Mr. Acrsos. Well, vou have two questions, Senator Buck. One is

what is the factnul situation.
Senator Buclu. Yes.
Mr. Acirox. A nolher is how it will work. Now, with respect to

whether there is a real danger tihat currencies will become scarce and
then the scarce currLIency provisions go into effect, there is, on the basis

51



- * Il · -- -2

52 BRETION WOODS AGREEMENTS ACT

of the figures, very little likelihood that the dollar is going to beeuone
scarce. Ve have,. for instance, a record of the only time at which the
dollar was a scarce currency. That was between 134 aird 1938. That
cmne aibout t ioloigh a great flight of cap ital front Euro tL , with-
drawal of America capital. fligit of otiler capital to I l Uniited Slates,
bui;t dirring that 5fyear period on current account there was a favor-e
a le 1amee so far as lii, 1 iited States was co .erl tied of $1.000,-O

0(R).0i. a it ltte less than $1 .O)0}00{000,
Nowi the ftlli nd is dealing only with !'tiil aroulnt. The l[onev

it illw fuull¢ iS not to h! i¼q( to t(iock flights of capiuital ( a ]d the'efor!
we look at tlhe favorable bailane of the olitld States on iuertt Ile-
counit al find tihatrl in tlhlos 5 years it was $1.0.00.o00(l 0, which is the
only time the dollar hits colit scarce.

It is true thaI luring thlose, 5er lv there werie ll sorts of re'stric-
tions whiwih if tlhev lno]ot eiSPxistld wuIld prloablv ] tlyv ilireased
tis ill lhe ieifghbhoil...) of two billion o three bilion ot, hll billion,
a nuill ]amwer shmil. Now, hlo4 I'lliicl h{xov fiany dollns are there
tlo ovwer a faoraible balnliCe if tihe Unlited States mil (cil'niit aoi iiiI
Well. yon have in the flun ilsdlf about ·'(UX}.0(0X)}00 In gold. 1 1You

h uat,!f]1T. liider t1le I'eihtll'la*e [odii onS the othir coltlitris haivi
to plt nIII flT equal alliount Oi their wyit euplleils, fileiJr ovii I'S.i....S,
So I it w.dI ie Ianllothelir fOl bllion. or dirht. Eli1en von¥ harve a i'-
,iir]iil,, Ilthat ,ewhly milid gtoull o f tile of th l Uile, Stmtes imhldI

.. lst: md] in a 5- ,ar peiod or a :3 year leid, say. that iigrlt be
another 4,00.t(X),60u. So you woulh)d iaNve 12. Now. if you takl
Iron mthat amounII ttu for eir rtrs iill cacllating for olter f~ititrie; . xoll
would have over a 3-year period at least $t0.00.100.1000 witllout
ionsiderinig aniv apital invistnilrt fron the 7hlited States.

If the (.nllllll collanittte's jldLtIenlt is righlt and these fBrtton
Woofl? in)stitut ions eIrl tmo I ih stuailtv to tI e worid' So that we woulI
len. fthly say, betwNen 2 ii flion ind it billion lollans year in the
filst decade, 1ou get lip in the eiglhborhood ... 1 m 16 or 8 billion dollars.
(P li ri pmt l(,IIo..l We( Ialllioe [io'sibv fl*;(tr a defieit of loOle than
ol/. two, thire. I, *rorl fie billion, lm.owv.r.e nlullli y no Wirll It o li.ll-
tiply tilhe ti,. So I think there would not lle uttyV real danger Of the
donlt, ticumning scarfe. But if dollars did bIeeome scarce, eltn thea
fild ll plts illto effet ii rationling system of dollars so as to p)ovide forW
fa iiiess aitlT no I Isei iI nijot agains itt lie Unitel States. '[hat is
the' wa v it woIks.

s* !O[' TrAFr. Mr,. Aceheon, followi ng that question ul--vei have
o )}evilR lie ullb t e; In the first Lll .e. l eo(e'titcal .Ip)rely inv th eory,
{l0lal~(-o l(!d ble enhauriied in 2 v'eq. Isn't that lorrlet

Mr. AXc(ln o. No; I don't s:e alny possibie wayv in, wiihh they could
be excliat stt ill u yellis.

Sealor TA r, ThIeorefieally. I am not talking about actuality.
I amin ntot saving it w ounld hap ae. Why not?

M.:. An ioN. Well why could they, theoretically
Selmator T'art. Well, if nations hJrving qioutas of $i , 0O...00,0 -0

an] thUev haviles one six ilion outsi(de t ise Ulnitrld Staftsc-ail drew
down tiheir dollars. they coulid dnaw taerty-seven fifty; they could
draw the first Year 25 )ercetl. th iiteen seventy-five, and the second
year. t hi rieen seventv-five.

Mr. Am:riox. Senator Taft, nobody
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Senator TAn'. Which would be ill of the dollars in the fund; isn't
thllatcorrect

Mr, A :n. A oxH N N bodv cVan p ssibly draw dollars just for tihe fun
of din il tll- tllL. i i X tonly drlaw tli thIo ine1t smile adoverso factor
it 'our balla ice of doliars.

Swenatir Ti '. IBut (d 0t overlook l this fact, that in (ihe next 2 years,
if you set this thinlg up t.odayn, tie next 2 years is going to be an
era when lrvIbo yV iil wnnii tIo bhiy gootds ii the iU.itpd States and
won't he ing t lk s te tuff ito send back. So that yvo cann'tl g>) ,ack

;' loil ~ Pii '. YOe have anll excetptional]. extroljdillarv
1 erio[. We In v, been 1in d leasing. We[( have been exporIring lI
)ilhlions of go.lIs evry year unleder Ieniid-least.

AMr. AcfimsoN. Very vlargey, miiitanry.
SemiP to TamT. And inlpotilg 3I billion, so we rhave badI an adverse

balamne of $!LP)0.000,l)00.
lh·, A i rsoN· ,Mostly for a ilitar eqi ipin Itt.

Sielal I r AFTr Not iln adlv Ir'se: a favorable balance for us. Siurely.
Andi it weln't be that itlIcIh, bit it d.oesnll't seelI to ite thit a billion i hi'e
sevietV-five for eich of ille Ilext 2 years is all ji11teas1ionable expectation

rf sit',lis exp)orts overt ilm)orts.
ir. A: I l,sl. Tlien wo, thi i that we lwould Lave i favorable bil-

i lle of , sav. 4 i li n Ion lthe liet 3 orI 4 Neears
Seln It OrpA FI. Well, 1 tji itk it is very t as IV posiobie.
Mr. Acnri so(N. All righ1 t. Let ils agreo to it. Then Why II oes tilat

I...ike the dollars 'ar'e?
Senator TAm'. Well, I an only saying that tllheretialiv oil tile basis

If the thinlg, if coun.ities wNith quotas of fiftfry ive hindred rised 25
il t ,If if tlair q .. a t ile first year and 25 percent the toer/l. all to

bmy dollars, why, the dollars would be gone. That is all I na sug-

Mt. Acir{sl'N. No; because they have to put up an etal aomuint of
]ih r own currenecies, so vou double that right awal. and you would

then have twice as imuch as vou think the deficit is goulg to lh.
Se nator 'TA r. Surely enough, they have to put upl, brt they take the

dollars oot ani pay it their own coirrency, but thie dollars are their

* "M}r. A¢, :soN. No. Under the repurehas. provision they have to use
thei tili Lid or foreignl-exclhange resolurces to purehas.

Setnator TAnl. I suggst the reppurchiase lrovision will not he ap-
plicalle for the next 2 or 3 years, that these nations will all be say-
inn-

Mlr. AN;lKsoN'. W\11, they can't--
Sellnator Ta'r. That the caty relpa it.
Alr. A llr:isN. You can't have it both ways. Senatnr Taft. Some-

ti roes when vou argue yon say there is more gold onutside the Uinited
States, more goldI in dollas tIlhan there ever wats before.
Sltiates. IBolie gold .lli.. dollars lillan thtr exv'r was before.

Mr. Acu:i:so. WPlI. you haven't said it todiay, blt you said it on
other ocaisioa, when you debated with Inme.

Senator TAFr. Oh, no, no; not than theme were before. Oh. no.
I say there is a large anmount of foreiin gold abroad readv to buy, and
so solni of these people will be ruled out. I assume it is very badly
ditribuited, and I assume repurchase of the gold that Rusia lhas, that
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they will get their billion two hundred million. I assuime tle repur-
chase of tie gold in South Africa, that the British are goiju to take
al the hdollars tihey can get. And then there may he some other c0un-
tries that wo't. It proably won't be gone. I agreeit probably won't
be gone in 2 years.

Mi. Acurvsox. \Vell, let us take your assumption about Russia as aM
test of tihe validity of your facts. You assume that Russia will draw
till of its quota but that tihe repurchlase provisions will not be applicable
to Russia.

Senator TxTr. Will not operate.
Air. AcIeo.N. .Now, you can't assume that.
Senmator TArT. Thiat is rigi; will not operate by i, 4, 5 years, lncL

dentally, if a nation won't pay-
Mr. A{rsiF2t!L You can't-
Senatolr Tan. If ta lnation yon't pay something back, they won't pay

it. 1how are you g,oing to make them pay it?
Mr. Acriso ()h., now you a(re just sayinlg that the fulnd is not

going to operale according to its own princi ples.
Senator T Pa. I am saying nio's obligation to pay money is

somnet ln Kig tint cannot be enforced by individuals.
Mr. An(msox. Obviously I camnot argue with you if yo say that

everyr pnvisii on in tile flnd to which I refer will be i ioperatiX-e and
everly one toodswtildietin- one yo rwfice yo fr will be operative, because that loads thedice in lor favor, naturally

Senator Tu.r. I suggest vou are asking us to authorize all interna-
tioiai body to use $(k40(00,o0o.O of onr money, and I think I have a
perfct rigit to aSSsiiu tliat lley will ise it; in the way a that heyp
silvy can'use it. I don't tiiiti we can have any safeguard hlatever
thai t hi '.o w~ot uie it the way that the fund permits tlel to use it. in
thile niiost extriliea forim. I thinI we have thIe right to assume that
beftore we go ahead with an act.

Mi. Acurso. All light. Now yo, have thrown thile bank into ithis
to get t he $0.oo000,),oo.

Senator TAnr. That accounts both.
Mr. ACIZESON. TIhat is right.
Senator l'Ar-r. I shoild perl ps h}ave sail two billion seventy-eight.

I didd n mean-I am talking about the fnnd for the present.
Mr. Acirirso. Yes.
Senator TAin'. The bank is better safeguarded. The bank, we

have a veto on tie loans and dollars. If you had a anytIlbig like tliat
in this fulInd. I think I wonId witlidrlaw lIly wole (;oppositionl to it.
Inlean i is eetilly the thing. But in this case we hlanld over
$2,S50,(}00.0O withouit a siring of any kind.

MIIr. ACo SON. I think we canii shriten ilite argunelnt t by my Col lete
admnission tihat if tile qnuestion that you are asking me is that, assum -
ing tiat t i ne of tihe provi siolns in ide fundl to wvliih I have referred
will operate. that all lre other countilies xili operate with bad faith
and will not cart 5l out ltheir obligations, thin all I he disntiras thrt
you Can tlhink of are lileelv to ilnpen. except that, under thoe cirumll-
stances. the furld will blow lip so badly thait nobody will utle any of it.

Senator Tr,. I alm sullggesting al ti te frul might vwork ill normal
tillms, hut any coniitimo like that of today, in which the llnormal de-
sires of thile atlions would be to buy billions of dollars of goods in
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the United States, is an abnormnial condition under which tile fiund
will not operate and under which all or these things you speak about,
the repayment of money, just wo't happen. Just as you are putting
off the reuioval of these exchange restrictions for 5 years, you are

i to have to put off toe rIepaynent of the 1onley for 5 years. As
~ma practical matryin are tring to impose the fund on C worl d situa-

tion ;hiciie is conmpletely iabnormal, before you have intole tli esell-
tial basic loans or whatever raiy le necessary to restc ore it to some
normality Tallt is the reason tat I tlhink I have a right to say that
the provisiols tihat you pointedl to in the fund are not like they are
under prsent eonditions. If you can once get the thing goilng. 1
yeatrs front now I would say many of the objections that I am imaking
Kould blie more or less out.

Mr. AcnEsow. You Umaerslanad of course, tihat you do not under-
take any foreign xchan etransaction with any member of the fund
1n1til tile fund believes ital thie tlm et, is ill a 'suflient ly stable (on*

dition so that it call, without injury to the fund, conduct those trans-
actions. You don't begin-if you ratified this thing tomorrow, vMi
don't begin operating with every member of the fund. You ,llnier-
stand that clearly' There has to be anll agreement with tihe fund.

Se, t I "'Acr. Themr has to be an agreement as to the stabilization
formula, which, incidentally, seems to me to be something that an-
not be made today, because it depends on the balance of trade in these
different countries in a IIpostwar perio whicl is purely minaginary.
I doai,'t see bow vou can sit down, todyi anl fix thile particula:r tihing
that you are speaking about. Thile fund won't operate as to those
counltries then. I sui rpose.

The Ci AIRtMA Well, gentliemen, tlie word has come over that we
are neededi on the floor to mnake a quomrul

Mr. Acin;soN. D)1o you wish me to came back tiis fternoon, sire
The (CHAIRMAiX. W*ell, we are not meeting this afternoon. The Sen-

ators all want to stay on tile loor. S, we are mieeting Iooreorow again
at 10: 30, and IDr. White will start in the morning unless therie are
some otler Iquestions that are to be asike of Mr. Achesou.

Senator TA1T. \WVell, the scarce currency I want to follow tip. but I
a ran follow it ul with , I)i'. WVhlte; I iave no choice.

Senator Tomi:v. (Conid t we meet at 10:15, a, d gail 15 mi inuties
The CAnaIMAN. Whatl
Selnator T..xry. Couih i we iot mieet at 10: 15, and gain 15 inhintes
Thlle ChAIRMAN.ll I ii, afraid not.
Waell, thank l'ou very nulch for your assisl ance, M r. Secretary.
Mr. Acurl:sox. Yes, sir. I am glad to he here. I get promoted.

ILaughter.]
(W lereupon at i2: '20 p. in., all adjmim i inent was taken ,unt ii tomor-

roW, T hursd ay, Julne 14, 1 No5, at l0: 30 a. min)
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THURSDAY, JUNE 14, 1945

ITNIIED STATES SiENATE,
CoM[IrrrrrE oN BANKIuG AN(' CURRENCY,

Was]hiwgton, D. C.
The committee met at 10:30 a. i. nipursuant to adjourinme it on

Wedneslay. June 13. 1945 . ill roon :I, Senate Of1lce Buildling, Senator
Robert F. Wagner, elhairinn.a pesi ding.

Present: Senators Wager (chairman). Blarkley, Murdoek, Ful-
briIht, Tobev Taft. Butler. Buck. and Mil ikin.

T1he. CIIAIRMIAN. IIe (o ttllittie Will colne to I .re'r. We have a
very distiguishedi witness, Assistant SecretaIy Whlite of the Tr ... ury
Depirtment.

Mr. White. we will he glad to hera from you on what we are con-
cerned wiith. something you know all about, its I know and others know.

Mr. WIIITE. 1Iiiank you, Mr. Clhairmn.

STATEMENT OF HARRY D. WHITE, ASSISTANT SECRETARY OP
THE TREASURY, WASHINGTON, D. C.

Mr. WI lITE. I have a preparled statewenti, Mr1. Chairman, which is as
follows:

To estabslis h a sonllid mon etarry a.id financinal basis for international
economic relationis ifietr ihe war tihe Unitled Nations must deal with
two distinct problenls in tihe amoetaryi and caldit field. The first is

rly exchaniige frrantn reents under wlbicoh
inter.ialindal trade and itivestmene t teall safely a.ud l lofitably be carried
oh. hlie slond is iet eneohrre iuterntaioon in iivestment for piiodic-
tlie pI..' poses so that eouintries can la gil pirodliue, trade, and proper,.
I he Bleltton Woods proposals deal with these two distinet problems
through the I nterilatloal Mon etary Vi n41 and thel Intl cnrational Bank
for Iecoiinstiructo and Developmenti

T'lh fund steqllres the coO pl'at ion of all counnt' ies in a )rogrami f o r

maiitllainiing fair exclhange practices. All niernlers of the fnild are
required to defiln thei Cir cuirenes iin terms of gold or the United States
dollar. £hain ges in Ole established parities cai l It made only after
csnlsttation with tliet filid. andi oily to corr(t' a continuling diseiluilib-
riun in a ..oinii's initernatiomal econiormic position. InII this way the
fuilln places tne saniioni of intelrnlational i greilllint ot ol derI¥ ex-
clange adu listrents and outlaws com.peltitre exchange deprectItion.

Ohvioils v. it will not be xssile, after (i yeas of complete disrup-
tion inll wolld trade, to deterrin e wit cefertainty the rate in terms of
gold tihat will be appropriale for each country. To perloit prompt
correction of an error in the initillyv accepted, parities, chaluges iggre-
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gat ing not more than 10 percent may be made b!y a courtrly after con-
sulting tile flnd but withott the concurtvnce of the fund. On all
ofther cham igs in parity a memnber must lrequst the coacell rrece of tile
fund. If a country changes tile parity of its e{'re iy a ften t he fund
h as expressed its otj etiin, thie countir'y beeones inelgible to ulse thlg
resoturces of thile fiuid and it may be compnelled to with draw flro,
ltnel/bersh). itof

The estatlislsni t ofs a st ruetnre of reasondlle exchiange rates can
thuis be realizedl. and tile maintenance of stabilitv of tIhose rates facili-
tatedi. But more is needed. Unler lie fund countries agree to (im-
ilirne as sool itas possible the restrictive, and dis criminatory currenicy
n'actices that stifle world trade. It will hot be possiblec for manny

count ries to reliove i lnined atelv all of the rstiei i jotl s that thley lhave
continmed (]d ing tie war. Tlbey wil edi iir ime, unitil thy are again
pr oduc I'ing end tadingn at something like prewar levels. 'ierefore,
during tile postwar transition the fund permits countries to retain
ctnitroIs which fier still neessary ;li bril they ulnd(rtake to remove suelh
cetr olis Is soon ts this becomes possible witlhout excessive use of the
fitund, Willtlout the furl d, countrites could at anry time plac( wihalever
restrictions tihev wish on exchange trallslctions, or engage inll anlly kind
oP eniroeney cutthroat )ractices. That is 'riciselv wfiat somnie o thenl
(lid in tle 1930s, wi tI suel I disastrouls consequttnenes to world trade.

To miaintailn stable andl ordrly exclilllnge arrainglementt. iland check
easy resort to hari.. I I eil reirti ve or titll f r c1111 ilt iive de ovices. Coul -
trs must be able to ilnve hel t at tinre when thefr is pressureI on tihe
exchangis. The lhnd will have resoures Of 8.8 billion dollars in gold

mnd currencies to be used shecifically for this pllu ose. Wilth the
assistance tiihat the funlld can and will pittide. ... iities get time to
take lit, measures, njessar to restore their jitetittiloin economic
position without thile necessYit of Icsorlijg to idrlaltic measures of con-
lraetion and restric tion which so fretlyielI hel p sn'eand depression.
The aid given by (ile fund will be in llite' amont innnt lind under ade-
quate safeguard;.

It has bemn said b y ·some critics tihat the fund will offer credit in a
Iotein gaN covli, aI11 to ae pted eredlit p)riniples. There is howevera
noting iovel about tile nlmethod under whichi the fund operates. W
Iy( i sed tmuch the se a e method in our bi I atea I stabiii ation agree-

nts, inh'Iing :oniil nts ~of several hunldred million dollars,
vithiout any loss. Indeedl, tihe fird has even more safeguards than we

were able to employ in our bilateral arrangements. The colnpi'e-
tens it chlua er of the provisions that safegluard tile use of the fund

aniid pirt et thle 'a~ue of its 115 nm es is t1oo ofte overl]ookeil. They
are an iinranLulat ielement in the fu s consfitlion and should be
Irknown to thBose wixvsi hing to i rieiitaid Ilie fiund. An outline of the
mnoee important of te safglguarlinig p)rvisions follows*

Eh. meb menmber 1u1~t subseribe gold nlnd its own currency in an
amouint equal to its quotna. Tis subscription is retrneed to the meln-
be iien it leaves the fund after moeeting all its obligations. When
a emt),trv buiys foreign exchange from the fund it must pmut up addi-
tional anoraits of its own currency equalI to tie v alte of thle foreign
e(xchange whicit it buys from the find. Thus, llle find always bolds
cilin' y NIu al to i least twice the gold value of tie foreign exehange
whnich it has sold to a member.
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2. The fund cannot lose from the depreciation of any currency. All
of th e currencies held by the fund bear a gold value guaranty. In the
event of depreciation of a clrreylac, that country nmsst supply an
ad d itional amount of currency to mnritain intact i the original gold
*value of thie fund's holdings,.

3. The fund cal always sell the currencies it holds to members who
have to pay for nimports from these countries. The currencies held
by the fund cannot be bloceked and their use fot the purposes of the
fimnl cannot be restricted in atny way. If a country withdraws from
the fund, it must buy balck ally currlncy the fund holds in excess of its
subscription antl it must pay with gold or convertible exchange.
Otlherwise, the fund can liquidate its holdings of the currency to
ieielburse itself. Except in case of repudiation, the fund tares no
real risk of loss. A country that repudiates its obligations to the
fund would becoie a financialn and econormic outcast,

4. 'Ihere are quantitative linmits on the purchase of foreign ex-
change from the fund. Tile net amount of foreign exchange pur-
chased by a member from the fund in a 1-year period may not exceed
25 percent of its quota, and in the aggregate may not exceed its 9 uota
plus its gold subscription. Further purchaes can be made only if the
fund spe ifically is these limitations and then only under condi-
tiors prescribed by the fiund, which may include the deposit of appro-
priate colatteral in addition to the memier's cuxqrnnc y.

. A contiry purchasing foreigin exhanlge from the fund must use
its gold and niloietar v reserves in eqiua in olnt if the.se reserves
exceed its tuiota. There are also provisioiis refuiring a member to
repu'chase its own currene y from the fund as its gold and foreign
excihnITge reserves in'rtease and exceed its quota. Thus while the
currencies held by the fiued are constantly chaiging, the fund's re-
s urces tend to retu rin to tiheir origi!l cmunposition.

t;. The fuind will not per'mit its resources to be used to supl ort a
currencnc if it ielie*vs tiat; t he exchange rate is utitenable. Article
XX. section 4 (b), states that the fund will not agree to a rate if
"in its opinion the par vatu cannot be miiitainead without causing
rexourse, to th ulld onil the part of that member or others on a scale
prejudicial to the fuind and to members."

7. litc funLd w;iil not begin opeirations witi a country thai is not
prepared to inintain stab le and orderly exchange arrangenments.
Article XX, sect ion 4 (i), states:

fThe f....l mIay [ turlne exhlIage tr.li.l n..io.l D wi i( al ll llt ,,r if Its circum-
Stanmes li( such unIt, ill trhe ipilicl cif tho fulnd. they wrliid lead to rse of tile
rc'sllr's f Ite fiind i. n a nl.iille c.ll... rly to 1the lurpseS of Ibis igrnenut
Or I)'ejuiei ili. to ti, e fli or thefiln il l. r ,

8. The fuIll.s resources cannot be dissipated in a capital flight.
Article VI. section I (a)., states:

A mellJer iany lot laltke, net 118 of the fund's resurees ti meet a large or
latiiislnld .ifHfiow irl capal, , alri tlhe fJ .d. iii l'l(es[ a member to exercise

CoDrdoIs tl prv,( ¥ il{ 1 i c . ofC I' 1e1", h II dN5 till, elld.

9. 'hbe fuid can In it or stop a inenlhlr at any time from using its
resources contrary to the ulrposes of lihe fund. Article V, section 5,
states:

Whene..er the filnd i; of lie opinioo that any ,rnn1, is 1ing tlhe reeourea
oft the fu. I In a i, Ilerti ray o the pnrposes of tihe itid, it shall preelmit to
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the member a rpt in g fot tl ,r thI riews of tie flt i' 1{{I presfcrib ing I suit-
abh lime for r.p Iy. iAtel,' pirs(litlg , ,.lil i reor It it r Iitilbet tl e fund myl

imit th, is't of its reslt'i yS aY ie nTnibll r If no repIy to i re/l e t is re(ie ye
ro ..... the .... ril r iihf I P I tI d Ith¢! i f IIr rt ',pl y i ,,itel is aii a
Firan;, eoa unriy fi ii tlyCiiiiD l Hl th e rnen ll,brM use of tle fjd s tde5 .,ottFl
or mamiy. after giving reni(/dIIi I .ti,ce to lhe mjnidfril, I imare it iuliglible to .1

llb reonlrc,( of Oil li nld.W

1O. If .ii inber acts colntrary to the prwovsiim1s of tlile fund om ainn-
lenalice of the parity of its currency , on t ie tleriniattion of diiscrimi-

nltlo ¥ currlelncV placticts. or on auy orthe, provision, the fund may
dela]e tile t nembr iilhigiblh to t15, tile lesouirees of ll fund.

The above-list(d safeguards nuake o iri prlf icipa ttll in the Ilund one
of the safest inIv(~neinit, No pmrtiipatik invI>lving internalional
ransfer of funds can be wh1iol] i x'lihout risk, but the protective fea-

tures safegu a.i ing tihe assets of tire lait nati ional IMNb tary Fund are
so colplete is to0 r educe thie risk f loss to it mniiionn.

(Ole otilr and 11 a very imporrtanit proision sohii(ld pl-irhaps be elipmha-
sized. I'lie lfund will levy charges oin cn tile curl Wc ii it hl ini xrss
of lwle qlutiat of a cotltliulvt These eiharig incleas, progreostively with
the net t111ion,;its of foreign exclnimge lpurchased iy a 1nhllnIdsr iiitd wlih
tle Mlgth of tiel during hixich the fin di.s are employed. All chargs

~~art e iitltI ghl. wvitih nitlonor, exceptios. h'lis. thItr is always
stronlg fos silre hspi g etXl4lsiNl, 1o ', slorIle t Ie make -up of ilie flnl I O
its origiinal paltern.

Powers andi saftguanIs lhave beenll givtn to tile mlanagenment of tile
fund which ,ill (qiii ble it to apply pIrope , sitandards of credit wolt ii-
iess. If a coui? r int goodl f;iit h abide(s, by the ),li(i lles If theIII fuld
and if it neels tlhe tests sl>eii d i in tihi igreeineit, ilthen thit lid givelf

to thiat counttiv ie quite i il accord with lie credit princillis ithat should
gm (lin stalilizatini Olt, limonis

So miuc fro the fn d. Tari Ng now hri fly to t Ie Iark ,i
The couintries that have been devastaled by war aland the counii'k

that lack tile modern means of 1roduction will need solme foreign
caplit Ill ftor reiolistrmetrtio and ldevelopment. The Brettoll Vo lods
Conlference proposed the establishimeiint of the International Bank for
this purirose. IThe bank willi have capital of $9.1 billion to ecr0 .. lt*geI
priivate international investment for: sound anidi prodiuclive pulrpose

The, principal business of the bank will be to guarantee sceritiies
of foreigm goveri..t its tan d corporations sold to private ihivestor,.
IInI a's whirie a loin cannot be imade on reasonalile teliis, even with
the batnk's funratP lime blank would be permlitted to make the loan
directly. loor sueh loans, it would have 20 percent of its own capital,
a,1t1 it (o)d raliise addliitional Siulms by issting its own secuiities.

IThe bank will be conaienedn with con-period loans for specific
proje ts of reconstiiretion and developiment. A loan will be ii.ade or
gllaranteeld by tihe banik only after a conmmittee investigates the
proij 1, and reports tiht the loan will cont ibuii te tirhe prodeuctivity
of the borrowing ,oUlltry and that it wil lie iu at position t)o srvNit
the lonii Loans made or guaranteed by the iank rmnut lirst be guar-
aniteedi by the goveornmnit of the country in whichi the project is
iociated or by its central bank.

Ohvioishlv, there are islis in the bank. Obviusly, snomie louins will
I tet le it)lgili iln fill]. Tihats whiyi - hank of ih(e character iccoln-
mended is needed. Tie risks of loss wiliil be imisled by all countries
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fli t subslle ribe to tile btank. Even so, tihe lss will not fall wholly on
tie iellmbei govern mienis. The bank will coll et commlyssion s of I
to 1: lpericent antouall ' on thile oultanding )inii)al of the loans it
guarantees to make. lbego con c missions will be held as It sp ecial
re,*rve to nmeet thle obliigaliors of the oank if the loan should be de-
Wfaulted. It is ePtimiiaed that thee reserves will be ladeqtllate to meet
all deraulls if foiro it if five hloans made or uaranuteed by the baInk
iare met in full. Eveln with the experience of the 1PO's, thils would

{I )(eaI' to hI :1 c'iaeclitiv' lFe*sllr for Ilos'*s.
i f (le failts caninot be, met iroin aecuiu ated reserv, s the b ink will

call iui on its ca pital. Elghty percent of the capital of the hbank is
st asidel Is a suretv fund for Ii us purp)ose. It dshonuhl be note d thit

tile ggregate of o;itstanding loan made or guaranteed by tihe btmk
Iimay mt exceed tile unimaiired cap itad anid reserves of the haiik. In
this \ivy hiolders of secturiies. guaianteel or issed by tile banli, ae
given the greatest pissible nrotection.

We hiav sLaid. lind it will bear reiteration, that the fund and bank
Iby IhemselA ves cannot assilre either su sta in ed proIsperi t y 01o etl u'i ig
mace. Tbhey tire inevithdeless an ihlportant pait of tho striluctire

esaential to tlhsef go as. Other measur'es are obviously nectesan ry, iith
ill tilhe donlei and interiinationail field. The bank anlid the fund not
only make ni veryeii imiiortant contribution to those goalis diectlyv hil
'l oy ipovid( a if/orable en vironmetit in which these other 1naostuiegs
can lbe nmoe effctivietv tailied out.

A .i n ... I slhou 1ii'efer to spenCd a little time on somIe loints that
I tlinl couild hIe of slpcial interest, and then if you like I would be
glad tI ans2?er atll quiestiois.

Senn to, T1oBrY. And. Mr. White, having heard you were here when
most of the other witnoeoes testified, I tike it VoU have hbred the
(ohlh.juies that have taken phte areiiid tilis tlble. and ymou ill turn
could go ale a d is vou like in answer{ to llhose thlings as quetionis have
been asked in which they were involved.

Mr. W, re. All right. Senator Tobey. Some of those points I will
refer to, and othe rs n.. v dl velop if there are furthl r q ustiinsll, if i hat
is lagrealef , Mr. Chairlqran.

Tlie CHAIRMAN, Yes.
Senator MunIlocK. I wouldi like for von to discuss sonewhiere iD

:our statement, Mr. White, this questior; I don't care to have you do
it nowr: Wheth Der or not a red l Iion ill gold lesrvyes such ias the
Senate passed recently would be coilidered as equivalent to depre-
ciation or devailuation of oie currency

Mr. W rrea. I cal an iiswIer Iltat rIely 1now, but I woul d Prfer, if
there is any expansiOn of that discuission, if you could hold your
thought and I could take it u II laiter.

Sen mitor MuITIOrK. Very well.
Mr. WuroE. Because it 'may take me aleId.
Senator 1uRDIr(,cK. That is (entirely satisfactory.
Mr. WluIr. I could say that I do iot think so. anld then I will leave

tile reasons and fittrher nrljie to an icomllmelts $thiat you 1nay have
to make on tie suiject for later discussion. Is that satisfactory?

Senator MltlnRlcK. That is fine.
Mr. WHi'TE . One of tile aspec es of the fuind that is frequently over-

looked afnd is very nIp)tanit t) a proper udiIeita.anding of the risks
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that we ale undertakinag in participating in the fund relates to a
number of provisions sofeguarding the resources of the fund, and I
wounl like to spend a few n inutes indicating definitely what are tile
safLguaid s and ow effctive they are to our own inivestineiint and to the
resources of tile fund.

I think it might be helpful if I could refer you to specific provi-O
sions, and I should like to do that. There are two general types of
safeguiard in {iie finlli. One relates Io safe iiiar d of the assets of
our own investslallnt and of the resesures of thie foLod safeguards
against pessilde monetary loss. Tliat is one 'ype of safeguards.
There is a seicond ti JypL of safeguard, and there is a certatin amlont of
overlapping obviously. hut not enough so that they are not better
treatled separately. he second type of safegnnrd relates to the pro-
teetion of the powers of the funtd against abuse. I am going to talk
nhbam tthe tihst type of safeguard, and then I will o to tihe secOd.

·Quite ohviorisly there are risks inherent in an; particuipattio n in
internationl finaneial transactions. One cannot think of any type
of safeguard whilch wonbl eliminate all risk of monetary loss. Tihere
is some risk. But what we have attempted to do was to include pro-
visions in the fund which would reduce those risks to a minilnm.
We were aware, in our very early discussions, of the various oppor-
tunities of ]os, of the various loo(;pholes that had to be plugged. We
think Lithat we have effectively plugged those loopholes and protVetod
the assets of the fund against all sources of loss except one, which I
will indicate.

Now, the first provision thalt I want to call your attention to is
on jage 7 of the articles of agreement, article iV. section 8.

Senator Ihnlnltxj. What page is that?
Senator Fti1nKI%;LIT. 7.
Mr. WIIITE. That is on page 7.
Snatior Mt ocln c. In this [indi ating] $
Mr. WHIr. In this ok, in the articles of agreement. Tlhat is

cor'ect, sir. Page 7. halfway down oil the page. section S. This pro-
vision is aiesigned to keep sbe assets of the fund, which are made up
of various curren cies, at their isame gold value. In other words. anya
iepreciat ion of any currency) does not afTet the gold value of thS
aggregate crenncies in the fiuld. because the country wlohse, currency
may iave depreciated has to put itore of its currence y in,. It has to

put enough .ollre of its currency in to maintain the original aggregate
gold value. The provision reads:

The gFld Viali (If he Nld's assetS shall be malintain¢ notwit bstandirig .hi.ages
ill i ,,,, }l¥r foreigl cfai1tge vUtl u oif [1th cu rrencyfy alilrllbie.

Antl tihi' text section describes that-
Whenever thIIIII e pii' Vliii t 11 f a tneml'r, 'lrrelnc is redied, or tbe foreign

,xchngle Alai e of I iul iln(!r'S.lllireIcyV has, in tile O)iion ol f the fuld, dpre-
(,eld o a igni fiil tx tent within llitt elmbl"s territorl eS, the rmember shall

lly to 4lie finil] within a reaso.able tiune in Ininmt of its own i curoiecy equal to
lher cluetio i il ile hgold valu] it, ~its currency held hy liA funlid.

N ow thi efafect of that provision is that the fund's total assets of
gold and various currteies--of pesos ,nd dollars and sterling and
milireis anlld frnmsare always worth tihe saule anmount of gold. It
siali withb $8,800O00,0(X); it still has thlt aggregate valire as long as
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it cotitinues to function. It may have made, doubtless will have made,
solpe earnings that would be added onil, but the original assets continue
to have tihe .sane gold value.

That is the first provision.
Senator BAIKLEY. Ili other words, the lower the gold basis becomes

Wthe more 1they muist ut iii to kee ) it at parn', to kee ) the basis thle saine
Mr. l1 rrn:. 'linat is right. oou might state it that way, Senator

Barkhiy, or we n ight prefer to say thbat any reduction in ithe value
of enrrellcy Iin terms of gold, any iunit of currency, has to he conmpen-
sat d iaor b req¢ ulring n ore of iat cu.ene .. y to he put in.

Seniator iii, 1r IV. Mr. Chairman.
rie t('lI:IAN. Yes.

Sonatoir MJl.iJix. It is equally true, is it not, Mr. White, that the
value of (it) and (h) of set tion 8 depends entirely on the value of
the canrrncv ill relation to gold l

5M. WI11 'E. Yes. Well. I llt is fixed at the start, Senator.
Senatlol· ILI ria. . Yes; it is fixed, but it may be fixed incorrectly.

Yoi liay be dea ling wit], a urrentcy that is so instahie that you cannott
give it a proper irc(ferelce to gold; is that niot possible?

Mr1. WHIt TE. T'livpe ate two parts to your questi ion, Senator. You
are partly correct inl tis seise that when the cilrrehicy of any country
is p]ut iln tie frud it has a stable value at that time.

,(eator MmlIfli . Yes,
Mr. WitlnT. OthIerwise they cannot einter the fund fully.
Senator MrliKsiix. Ys?
Mr. WH/ITr. Now, subsequent to that, Senator, as you say, the cur-

rency may depisial e.
M ,oat or MIlLIKINN Yes.
Mr. Wirrn: . If it dhs. thle nmetrber ountlrv whlose cunrle,,cy it is,

ibas to tnt in mor.e of that currency, so tmhat the gold value of the
agregate which thell pit in is always the same.

Senator Mil; A'riut. And iii estallishiing tile originli gold value of
tile cullrneicy, there aiso voll have a question of appraisal l

Mr. W rm'I. That is right. And, weN will o.[ic to lhat a little later.

Senaitor Mi,,,IKIN. Aind you have to make a coriect aJpraisal tM[r. r. You are finit corret. Andi that is one of t le provi-
sions tiait we will be concernled with later. Do you iind holding your
furlher quAstions. Sinaior, until we comie to that point

Rlimator Max,ciNi. All right,
Mr. WlrmT. So mlntuc for that first provision.
Senator MuRxailc Suppose they vwohId increase
Mr. Wumnu. Then the reverse is true, Senator Murdoek. They

get-
Seoinator TOBEY. Parsa raph (c).
SVIIaIIor BARiIEY. (c)i'
MI'. NVVITE. Tie only rason I am not stressing thit is taat doesn't

ht enl il s(o reqii'tlvy, lii i it would not be a calse of loss.
kl{nf i- l[i'r I. It doesnk't iapp)pen so frIquently,

XMr. WVirr.. '[he secom d prov isiol that I want to call your attention
to is oin [are 3. 'age 3.I al title IIT, on Ihe top of the pae, section 3
(a), right on top of the pa-e, "Time, place. and forn of payment"

Now, this provision is designied to maket certain I at the collateral
of the country which borrows iron, the fund, if you want to call it
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borrowing--- we p efer lo llI it purhebasing of exchlantge--the col-
Interal held by the fird i at ieast twice what it Iwes tile fund. That
is quite i )of ant . The collateral left with tithe funld by a country
i at east t wce in gol valiie what it owes the fiund. knd that iT

taken care of by two prmisioPs. Thie first ,rovisi Ol is (a). Tbat is, A
the subsr ri tion of eeh n ilidel shBall be uail a to its qilot a aid sirn11il

he paid in full to tile fnd at Ihe a; piopri ate d eposit:y on or Ibefo,,re
lihe date when tile neel ber comes eligibhf-ase sort of eifra ce fe,
if you like--a oulitr v has to pa its ' uota partly in goil, partll iI
its lo(al curnillcy. Iefore it can do any lnsiness it has lo put ill that

iamount of .money in tito.
Senator BucKi. Every countlry has d pu!t in so$e gold1

AMr. WXri'r. Every country, snmle gold, yes. The ess gold a g oot1 y
has, the less it pu ts in. Ti aeta prov ion states thIt a inllitry has
the choice of putting it either 25 ,trUPt ofA its qu.ta ii gold ol 10
prcent of its gold holdings. Anlp Sceiat or Iltk, thie i lrI]>si of itat
is this: A cointrv tlat has a lot, of gol d ohdings, sml Ias the United
State., for examle, or Franuc. wli eliet the 2e pertt lie o its quota.

Our f ah for exainple beieng ll hiiion, a four th of tihat would be
sliaewere i tile neighborhnood in $(i75,().(ve(r. A country, lowePvr
that has a small nlinllli of gold, like Gr ece, for XIle-al-d

Senator Brun. Would take 10 percent.
li. WinVrrE. Would take 10 percent of its gold holliings; and oIle
if tile purposes of that provisi(n is not to exclude iany eiulrtry from

ptirticli;plionl merelyrv by the fact that it has lost most of its gold or
never had mituch gold.

The second part of tile p1rovisim that a.s1sr(! doijIle oellateral
will Ihe foumd ni page 8, artic V. 'Page S, arllrtle V. setions 2 anld 3.

A Votie. Section '2 is all right.
Mr. Wluim. Iwo and three.
Tiliat section prov iLea that whel a liter lrlr biIvjs forei m ex lliange

ii has to IaY i at t ulltg/l/ alilollllt 4i its own cl'~ii ire, . f a (oinlltry

cones to t l fund to hrlt foreign peshaiige--sotiie peop'le like to refer
to it as borrovJinsig fronm thle fitind--tre Ioltty thua ii des Ipe bnorrow-

rig doloes tihe p)urahasin is to rput in an addition al amount equal a
to ils purd a-es or' borrowings so that the fund wnld have at least W
donmle the apnr01 it duin it.

NoW let re try to riakel titnt lear. S ppilsi Ig ourntry X has a
quota frn 'rolln a huii idred i milion dollars, it starts by puitting a
Iu id red million dollars in the fund, some gold, sonic, of its local
ciurreiy. whatever the name of its currncy Inmight be. Now. thant
rernaliiS ill Iiae fnld. Sutpto)sing colntryl X during tihe first year
comles to tIe fi nt to buy sterling, dollars. franc's, v~i*ills currencies,
or anr o Pf t e, up to tie iaxiinnn i wich it is permitted tinder
IIusu i c rculstalicees. smnelv. 25 pee of 1.3 qu ota inll other words,
diring the course of the firt year it buys $25.00(.000 worth of dollars,
if you like. Country X wolld have put ill $25,{X),00 )f its local
C U rrlei a ¥.

N ow, tthoe. whiat does the fund haert The furnd has thie oiginl I
hii.lr.d nill ou pu t ill biy country X. phis tie $25,000.000 which

country X hlas to pill ini to Iuy 25,000.,000 of some otlher cellrrency.
So the funid has $125,000:000 worth of the currency of country X.
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What does eCoiutrv X owe tbe finid4 $25,00,000 for fwhalever
curencv it bought. So at lhe endl of the hirst year the fund would
have co lateral Which is worth iive times more than tihe borrowing.
It has 500 ercent colllieral.

Se, nator ll lJKIN. .iMr. Clhtirinan.
The (CHaIRMAN. Yes.
Mr. WlHrn. Senato '
Senatoill' MIlLuIx. Tiiat, Mi. White, all depein[ds upon tie correct-

ness of thile valluatio ,f the c renlle of the particular colntry in
relation to gold. does it not

Mr. WinnT. Quite, Senator. Your point wou/d apply to mlany of
these P lovisions, and wIe will come later to an exaninationi of the
merits of the particiular ,rovisio we are nw iiscussi ng.

Senator Mlin.K'N. All right.
Mr. \Wrr:. But that qunalfication wouhi apply right through here.
Ile.ator AIfniKxi. Yes.
Senator Beca. May I ask one question: Are they limited to 25

percent of the dlepositt
Mr. WnrTE. l)urir the first yea,.
Senator Buel. l)uring the first year.
Mir . Wmrrr. Except under special conditions. That limit may be

waived.
Se nator B cK. In subsequent years canll they be inereased to al hun-

dred per,'ent?
Mr. WtrrE. The next year another 25 percent.
Senator HlUcK. That is 51) percent
Mr. WITrTrt. That would he 50 porcent. And I want to show how

the amoliut of collateral diminiishes from five iirmes to double. The
seenrld year the craoutry X took their full quota the fund woihi] have
$150,000,01B of currency unit X, while country X would owe the fund
$50,000,000,

Senator Bruoe. Three times as much.
Mr. WHImT. It wui li be thiree times. The next 1 ear it would be

fl5,000,0I00. and they would owe 75,000,()0; and if they took their
*full i iota, country X would owe the fund a hundred million dollars

for tiw curfrcies il hought. and the funIL woul have as coliteral
$200/)0,000 of unit X. In other words, tlie fundl would never have
less colitoenil tihan twice tie amoun t oxwed to thi fundl. WIi ti is as
safe a mnargiin of good collateral as lnylone cotlid want to ask. Rarely
do you get 200 percent ollateral of this qua iit We will examine
tae qu l'lhtv of thie collateral ia little later.

Senator M *·, (1K. Mr. (Chairnmlan.
iThe C1 A RMAN. Semitorr Mllikin.
Sriqato MILL:iIN. Would this be correct, Mr. White: That if a

eountry makeis repeated drafts ton the fliid would tha' not in itself
show t Iait its own cuirrenic1 iiy h1ad an element of instdability in it?

Mr. WnTrr:. Not necessarilyV Senator. for this reason. Under nor-
mll] ciilnistlncenes yOU aeir eorremt. Yoil mlight ie correct, hut not
I iessnai y so withi the kind of operations that occur with the fund.

Se ntor MILaKIN. I do not want to interfere with the orderly
presenlation.

iMr. Wirmer. No. That is quite in point.
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WVhere there is an increasing demand for foreign exchange. as for ex-
amlple. in couintric that are experiencing what we call a flight of
capital-

Senator: MlrTaKn. Yes.
Mri. Winrrt. Where the resident does not have confidenee in his own

.riiirincy-
aSeeftiar MLILTKTN. Tbhat is right.

Mr. W'irr. As was the caso in France, you will rememuber, ill 1935,
'36, ridi '37. and in many other coamtries where they preferred the
dollar bolth for spcnulati'e reasons, and for security reasons. They
didn't ha'e confidence in eit her the political stability or the economico
stability or in the value of the currency, they would et olt of their
own cunprenc¥ into hlie dollar. and illat w ohid reate a iig den eaad for
dollar iexchanlge, anl in lhat ear ;on woiid be corrcte. RBut in that
kind of ojert ratn. wrhrich we call aC 'p i tal op>erartioi they cannot colme
to ttle fund folr loll ar ex hieC. Thlie oiltv lime tihey call con e to tile
iuad lo p hains foigi creigxchl/nge is whlien tlhev need it to payI for gonls

anld seiviQes on elirrelit account. It frequently happens in a coun-
trys history-iit happenls with us as well as with other countries-that
Ithr ari pieriods of maybe 1,. , 8. 4 years or more, when the demand
for folreign exchange is in excess of the hincoming mippl¥, and when
they need to acquire foreign exchanrge either by tile sale of gold or
tlhirongh sonime (rdlit oieriaillhi.

int(or MIruixiN. But gonerll] speaking, even for grods and
serviees, if tlhe (eurri . of a particular' nation has a stabilized relative
valuie, it wolid inot have to funnel into the fund, would it

Mr. Wlnrrr. No; the member country would not go to the fund-
Sunalor MIrj.KTN. Yes.
Mr. Wnrr':. For tile curlency tunless it needed to naiquire foreign

eurrenci e l, urois it was buying more than it was selli g.
Senator MrrrIKrn. Yes.
Mr. Wmn. Of goods and services.
Senator MLI,7x1N, As I get the picture of--the demands that are

made on the fund will come about }KeiUise the particular currency
standi ..g on ils Own feet does not ]have a stable vahle

Mr. Vni'mT. No: not necessarily.
Seilator AMrJTxi.. Such as a trailer would bhe willing to accept on

its own feet.
Mr. irmn. The experience of almost every country--I don't think

there are any exceptions-is that there are periods when it needs to
acquire foreign exchange in excess of what it is getting from its ex-
ports.

Senator MirnKInN. I understand that. But if that is a repeat per-
farunanee-

Mr. Wnrn,. It freqluently is.
Senator 1Iuj,LIlr. · If that continues. becomes a regular habit, does

thaatnot in ilself show t.hat there is a basict instability in this currency?
Mr. Willne. eral ius 'tlher put it this wa,. Senator, and I think I see

vowr point. If a coiutry iv continunalv confronted with an adverse
a lance of pavmerts-

Senai'or MufiinHTx. Yes.
Mr. Wnrrr. Coat inully. year after year after year, tlhen it is what

we call in basic disequilibi-dnm. It rnny not be because of a weakness
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ill its licurrelcy. It may be for other reasons. It mnay also he due to a
weakness in its currency. In that case somnething has to be done. And
wV will come lto thadt.

Senator M1Aliliix. All right.
Mr. Wnrr~. But that is a tdiefilit p(ossibility.
Senator Aft. ai.. r. K li. Chaii 'an in ito wn wh Senator Millikiln's

question, I lhi nk, if I unlerstood you, Senator Mliillikin, you iave this
in nilind. Let us psi'ppose con that we don't create ali it erlnLttionlL
fun~ and t here is a demliand it hlbe part of country X, let uis say. out f
line with the denlandis of the other countries for foreign exchange.
Whlere-how do they get that now? Ilow ,would thiey get it without
the international exexcaige?

Se bntora ihltat Wei., in n ornal t inles that is workjed out tihouigh

Mr. WNiizrc. Well, in-
Senatoir Mt iz.l.a.,. Nfow, thai suggests this question to me. Why

can't they follow ti he cihanels that thriey normally would?
Mr. :llI.rE. Theyit do.
Sellnato Ar h locG. Witit the fund in lxistenceo
Mr. Wu'rr:. ThIy (J.

enait. Mit ..lr.,. I hbey sv till go through tile nonall ehannels?
Mr. Wiri:. They do ,reei.ly tihat.
S,!asor Mit Itln v. As (1,ng as they ca~t?
MI[. AV] iTE. Not as Ilong asI they <'an.
Senator ili .IIIK, Is lhat what youl had ill mailnd?
Seinator MiilShi. -Not o1lV that hbut I say when they go beyond

that ii haveIr to Clio to othe laltnd. havt i.r.e )to relpatediv, thai. shows
in itself there is a basic instaibility,

Mr. WirntI. I thiinlk that is a mlsmtiderstanding andi a misapprlhen-
sion which i wold like to clear up.

Senator Ali.,IsKiN. Yes.
Air. WVn Iri: . But it onimes under anotiher point.
Senmor MniKmsN. Alt right.
Mr. Wi nTiE. Ihit, S nator Murdockm, when I say that wih ite fiud

* countries will function tihe same, wbhat I mean is they go to their
Uuail ,smurmes tP get tarigrln exclange. It nlay Ibe to sell gold. It inay
be ithe; aie getling credit from colannercial acoerns, shorlt-term credit.
It may he they will get slort-terno credit fron bhanks for a sieasoaul
movement. That will go on just the same. It is only when the central
bank or the treasury or tih siaiM lization flund-whichever is the fiscal
agent of a goveriinen--sees from the operations that ithero is an
inallequlacy of foreign xexcange that can be met only by dipping into
its hli reserves more Iran they think is desirable, that the central
ban[ conies to the fund to buy foreign exchange.

Senamtor MIRD I K, Si that wlen, the c ondiition. let us say. becomes
abnormal, would that be trune? Tlhen they come to the fund?

Mr. VWun'r. No; it is not in alinornl condition. It is a common
conditio,. but it is a condition that would apply only to countries
some if the time.

Snator MLnlse,:K. Well let us say, as long as country X can funilc-
tion tlhrough the normal helannels in the aequfisition of foreign ex-
change. she wouli not come to thei fund

Mr. Wurv:. Wll. 1 am, afrai I have to give both a "yes" and a
11"o" answer to that, alnd I will explan it, Senator Murdock.

V1
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Senator Mmnriix. I believe, Mr. White, if sometime during the
presentation you could give us a ease example of what finally cul-
minates iu a request on the fund for something-

Mi. Worre. I will be glad to do that.
Senator MnX,,miN. It would tend to clarify the whole thing. i
Mr. WHnre, Supplose I do that right now, then the discussion might

more easily be followed.
1rt Us take country X the case you cite. Supposing country X has

a favorable balance of payments. In other words, it is elling moreo
coffee and cotton and wlaitever else it selIs. in excess of its imports;
so that there are sums dut it. That runtry d(oes not come to the fund;
it has no occasion to c9me to the fund. It is acquiring gold or other
foreign-exchange assets.

Supposing, however, that, as is possible aifter the war-2 or 3 years
from nowtv, it is buying more than it is .selling, so tha it has to get
foreiegn eechange. It may be sterling., it may be dollars. or both.
Now, it can get that fonreign exchange in one or all of three ways:

(1) It call tlake gold out of its ser'-ves, sell that gold in New York
to the Treasury, or il To Loinn. and buy dollaIrs or sterling ari make
it avaiabhle to ilts trades. it. ran get foreign exchange tlhrough
the sale of gold T at's clear. iat isone way.

The second way is to borrow abroad. If it is al temporary shortage,
if it is a seasonal inoveiieent, if the central banlk expects, in other
words, that in a few months the movement will he the other way, it
cti go to a commercial bliank and borrow. Sometimes the ccredit of
some countries is goodI enouigh so they don't have to leave any collaterl.
If theyv have a stabilization arrangenment with u%, as some of the
countries do. they can get dollar exchange fIrom us in return for their
own currs/eey. 'That is a iliIeral arrangement. But let uis leave that
out of the discussion for the moment.

The third way that they can get foreign exchange is to cut their
inmports, cut their pnirvcanses bhy imposing exclhange restrictions oir in
any other way, and try to stinmulate exports by depreciating their
curencv (in) tellrms of gold).

Th'le htier course, whlih l countlies frequefntly resort to when they
do not have adequate geold reserves, Ihas niifatvrabli collsgquefints fore
the trest of the world.

Senator MTinrKrN. That is what you are trying to reach with this
fund ?

Mr. Wurm. That is what we are trying to avoid. So we say to that
countryv "If you are in that position. Yol can come to tihe finld. Your
cent ra i bank comes to the fund, and if you need it for cur rent exports,
to pay for current goods ani services, mrri not tor a flight of cap ital;
if yon need it for the purposes which are indicated and if you are
pursuing policies which are in accor d wit] the principles of the
fuinti"--and that is sornething I want to discuss later--"then you iave
a right to come to the fltnd and sa, 'We want to buy do!lals and here
is our currency in payment.'" Country X goes to tih fund an, buys
dollars if it needs them, or sterling--it is prmitted to buy only the
specific currency it needs--and puts in its own honey, whaeveil it may
he. It may either continue to buy for several years or it may stop
buying. in lny ease, they have to pay interest on that, and that
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interest increases the longer the delay in repurchasing their own
currency from the lund.

They later begin to repurchase, because by the time several years
blare passed they are on the other side of the swing. Either thy
begin to have a favorable balance of payments or they have to pu
their belts in and cut down on imports. Tbey begin to repurchase
hat exchange, and they begin to by ack their own money, paying

for it with dollars or gold. So over a period of 4 or 5 years the fund's
holdings w will tend to be baek to the original position.

In other words, the fund is a sort of cushion. It provides reserves,
if you like. when a country is in difficulties. Instead of doing tile sort
of thiings that will be bad for tihe otler countries, as in the thirties,
member romntriies in difficulties can be taken care of temporarily by
tie fuied in the sanme way as a situation would be handled by a bank
that has a g od cisionler who rus inLto a bad season: the customer
can comie to the bank and borrow with adequate collateral and then
pay back the loan wheu n conditions are better.

Tihe aeqnlacy of the collateral, the vfl ue of itat collateral, whilch
is important from the point of view of our risk is a matter I want
to take up later.

Senator BAflKLEY. lilt if the individuai who wants to borrow the
money from thile bank, under you illustration, hiapneis to be a stock-
bolder in the bank, he is not rel ievei fro, tihe obligation o(f putting
up collaterl to sine the loan that lie makes fromn the bank.

Mrt. WIurrl. But neither is lie relieved from any collateral rcquli'e-
lnents witih illhe funId. He liwaxs Illas to have it.

Senator Bm ig.UEl, That is wiat I mean. It is a parallel situation.
M. Wmr. Right.
Sentor to BARiKLrY. The fact that a nltion is i stocldolder in this

iruId in no way relieves it of the obligation to iput uip the collateral
if it uses the funld.

Mr. Xurrr. Tihat is quite trite. More than that, Senator Blarkley,
I do not, think there is any bank that requires either the quality or
thie Innolit of collateral tiit ta is filnd reiuires. And that is what
I want to show: that the risk of monetary loss arises from only one
source. I will iiidieate what thiat soea FC is.

Senator eoary. Is it not your opinion, then, Mr. White, that any-
one who in criticizing-anid we expect themll to criticizet-tlh t anyone
who in criticizing liis fired makes thile statemrents that we are tbrow-
ing mroney down a rat hole or that we are giving money away and
it is not going to coime back. andi with ihat dogmati c exjiies~ion be-
hind it. is about a hundred geren.t wet? ln t lIit rigt

Mr. Wanri. They just dont ,inderstand the fund.
Senator TonrY. And tlhey don't want to ii nderstand tile fllnd.
Mr. Worm. Well, I don't know about that. But they don't under-

stand the fiund.
Senator Toltry. No; Ihnt type of miniml starts wV ith the pre ii.e that

tile whole thing is Iu g'ood all ispenids all its timne justifying that
point of view. Thalt is the trouble.

Senator Mri, iK .x. Well. isn't that dognlatoic? Mr. Chaiman, may
I read something?

Senator 'loanY. It is truth, just the same. Sometimes dogma is
truth.
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SentitoP Mntr lTIA . When I got home last uiight I fole mIy A r'il 7
issue of tihe Ec .i. mi ut. I would like to read iol, the rec.r1 d what
it has to say aout IiBretton Woods:

The Biltt., W oodIs bill is iilt nutking .. ry rap Il potPl,5l,, I[ [}l it is i']lrted
thalt the h"ljlnslrtiOtt ]9 nhanih'tn'd l Its rrigitl hoips of glitirig ii b'll.lgh
before th! Still F]DrasIleC. ('onfvrs, optns. Wbrhllr tIHe (lt(ieoill, "r,1it It
(1tn.... hill be f...o.llg' or I l'lftVOrail'l is still obls.,ir', Ii(1441 h i!b gi'jtesil
lprtlabllty woull sedtql to be tillt tih[ bill ill be pilssel with luillld]ntmIlts.
Art 1ii/lftllti [ this direetO i ills III !ell gieo i by I r¥port by Ilu i .nl..I.t..y re-

sbeitble oln.nl.I... ' ¢' E.. ,nIir, 1evemteniI, whlose resrvpily favors'lde
atltitudt Illy Mei'l [ O oI fSet tlhe lili, d' (l4)IIllJgillt hosiit- I o f tIll0 11tIr

nllikcr<s A-sprrtioII.
Both th, CED-

That is tie Conmitee for Ecri tor Deveolominiit-
atd ille AbA, hoAwever sell tis is a 'ery genrat ntfil jpress trije i

il l th l' Il D .. (! . lii.. nlkl ] thllJ l i tl 1 l it y 1sm4L 1] hil o£ . .... Id

ft(ilit e th sil t, flh llthn if ( [i.s(0. T il CUD t.f.i.s lll..t glt ,Il th.is fr ti s,
holit It WOlll rdstriet the ai yciti li iof, a fieliied t ii rlrsai olnsOb flit in,
corIt'tiuii of IttliilnE l di....iji..i..... ]Tht- ogiy, Iy , h )tlt (Igi[alI lealit"li:*

An d IhIork this well, lpleast-
Th]t bI/gey, ito bot lrgasiitdijtsi is til, ,ties piiblity thit Iht fillt will be left
tIottIg I Iily * ak TrIcO*£ T[h is, of (Illp, a I (ii j tJIII]HcO if tiW

pnrlNIs( fnr wilth it is (rledi, itill the brt lilit It i iS1irt] IIEn ,/ bjcC ti l lt
SlOWS how frll tile Alnorittll bIliitel.,l ,OnInIt11rtty jII f[ran '.ollng Inlt! fuitn. Il
Ih i ell, light! iIn hin itb it f llpas Ii l rthi enilt, t Tihe Ili]] ltl il! p,11std
by C(2ngrs, lit tbee i ry ii't tht lIol, lj IW(os will nea, di-
fIellt thigs in di entllliffrent eotltis.

7itr. WaIrt. I ant glad yu tead that statement. hicasli tLhat poinlts
up )pleisvIv the poinl. Slnator lMllikin. It plovidets an excellent
bll s fo' the t lsou; ol~in which will follow.

IhIe C u(AIm iN. MaN' I itlnirti, was that statlement made be fore the
House pased tie bill '

ae11it i1ithLIsN. This w aas April 7. The issue of the Economist
is veIV 1,lin ved now. It tt kes swe!ll] weeks.

Seniator Torcin . Ah lot of ilie has gone since then, and I would like A
to menitioni, Mr. (hLairmilua n, to put inlto the record, following this V
article, ai f.t ot fulsome editorial praising the Brletton Woods agrte-

enios, in the Antericim Banker, ant ill it it praises lh( wonderful job
tlhe BiiseI is donet, the statqlnabl ship. aid te tine resul Its secnred,
and r-alobses it almost without fimuit. I think it would Iread well right
there.

(Tioe itticle referred to is as follows:)

[Americn laniker. May 29* 1t5]

TifE Iltl;:TpO) WGo1o8 (fltPfIOtIS

{*Jall ak yt"I, M}dIi's. Congoreiln e)

Thie "eii*lprdoitis' i..ln.iI..iit'.is to [hie lii-lttOtl Wod£S bill I'le......t a gralnd

. deuoluaivtion i of diatili trli il-", WI n he alied If be wok o
tie ] .IIO itl-rkini[g old C-(r'-viy11,11,l Trtillltl/i filr ]Iiring dIraIfd so iti'e frlinl
l¥1k1'k r flitlid tl]It[llts piit'(i11fiiilt .i. the IlliiriatliIl Mlolntatlry Fu1d aid

There ipppllrs toI be io do.bthi th till b a.mended bil Wl1 alas the Honlw by
a good mlrl y tad th/at while i there may i'[ s)Iui potliiat fillUillit.ttloil1s in
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Ile S toe, tile a lnede, d hill will be, 1bhstaItI allpy 0ua.t lAto law y a, fbilit]
If ile Seiate pree could Ix speedd up so that it can pass upon the measure

WefOr( IfS s.nr...li' r..(.OS. it wold be btflfer.
ihe w"rId hias waVlled too hug ta ready for le pattern of (ltoun(nlie eopPtraf

itli ii, thIe p",pie, W'alitilg Ihas bleen disilluionling. It has treiIngheued the
f)rew, abroad which 1 timnblIe as th result of oismt explricnes with tile United
Sintes. They renenibel, Ithe ieplltbiude of our illut.riatIonal ... Iierll pliey (or
lick f l o1)}W In ihi p ast aid wonder whlther wV (anl he trIstiid toI be mlor
n inslt*i{tl ihi /ir Pi', i remign o and pex,,rt-i nijr and tariff prioigm in the
fulure. Tieir fealr liead theln to argue that (he way of safety for their "iuinrieS
is by sixi n tr)de ili greIttsllr ballter n arirgiwineIta, ard imipertal prfereines
ultil the world,,. rid ]lielirJarly the litL, Sli4. trt, ht,, settled down to a new
jId stable wortirSg stage in worl(]d trald l(S "ifte lhe war. Ther aire maiy

plrateiriel alId .vrgeiI mtl of affafirs -who far tbeniselr' thinking tluh thoughlts,
lifrtiuelartl ili Creatl liralui. Every jolr if de1ly in fiing the patternl of
world tePeglOi(n,. iI)iOrer;iorn makes sluh thilkintg 8eel logilal. This is why we
ul'g earllt d ) pssihl let tll. In. Ih{! I S(* the( IHi r the llrn(.l/ Woods bill.

lowver., tile onlrlille of Miltled Sitaes partieipo on scelln prelty clearly set
thei t P olollse co..i I it tte ... .cli dlmle I. Tl her( has Ibe.. no sign thlit tilie I-

terprellatbgm whihlih they pIlite liilb (thI lll fn a l a lltirt , Orurt for short terr and
t1elnrartiy stalillziIlnio redil onlV will ioet be CeIliabl e Io (bie other 43 nations
whieh forinllhed and si led tith! ]lrttnu L NV(d~s a{greellinlts. Whvrrefore, it
woluld terlL. the Wor'ld l ill proweed in the ( rsiUnlptI in f irtfr-lbdOn tral(Ijig
ipii thle ai...lptllj)oi tilbt withh thile hfor.lble nar fuulme the Brettori Woods

f.Iltd aid bak will be i oiperatinu.
Thlit is nll o tlie good for world ,foiOll.ie bhealtl. It hellp to disipell that

sinking se..Hfntionll lit he pit nf out sthtfaebs whe[ W( t u(tnpllae tile possibility
*of a drift aiilb froinll clomlei warmire. Isoationisnm, and lipitrl iat s hibrt a
World War Ili

let US hleI that the United Natio.ns (!Of..enle. oin Internatio,,al Organinllio o
1'lvur lyl ilbleting lt SlO Ff.l'...wiseo bi eqlvielly f'uitfhld and thai when thae n'r,-

.Ibelbi tIrimited at ihere is b for-e or ('ongrss it will receive equally wise treat-
aPnt .nd, if neeede, iaterl)retatol, which b wil stlrlgtjiheU the cause Of Ialtity

ild ('IltilllrCy [I Wo nh[ o. deI !
The (olipftlfllse anlftldllteits ilddled by the oulsp eolunrltte to the Brettoi

Wodb, bill dt thoie W(b lery thiligs: (1) The stabiizatiolf loan li.ni..s it
presed fior the fnliNd (finitle ,trerrthrir h hnidi s of Its 111111uilrnt in
pi'¢!VetY ii Ig atbll hgsIsf if. lowers The fliThe t tlbat thle ?171t(%d StaJe hsl
eralglr of tillhe flld iild 1nlik he sibjetl to nn advisory councl jirid irSl.. bit lb to
(CIl:glp+s de0 lŽ1'iti1ti our lltlItiiIitio Bot were net(led addilions to th,
bill

Of turs,. tlie illr paslsig of I law, howeverr wiely d(raw Iiad] Ili.b.ide will
* [rOt is'sure Is of a wslNy rlwn' .Irog.dl wr ldiLd and bilk.L liual wlsdoii munst
aHigd Ith swtktie,r of its ,eisol.

But, ilr (lie drafirig it th Ponipromise nelullineltn and the app}rovil of the bill
by s} great ii nnljlrltyt Its, Nb It.siioe . p[ ]wrigs, We ct ol inieillld than.k the
{le])nih y if h ll e o toh l) n{[{ e0{1t } nk{in ad urheny. 'lt ileniub.rs w>orLwd
diligeniy sIll} liltelligextlty, Jilf Nb Utin(](dlstll/f he ]Bttto0n Woees proposals and
tilt v.i-Jiisrlsl ifild lit th)i(r weaRk points. fill thein Ingenbl]y and swiftly
r'esolyed tlle .o.. . s iM it i e eoiprni...rn which givel the world the gjo ,itmd sigba l

Ie 'o*r'iie euiir' (itr c[hawiilrmi of the Cl{ ni.l.. eO BIn{[3 Sweiie ldisplaye
e.xtr..orluIn.ry skill bn llgislative leadership iln bringinSg lbout this result anI I
kLeepiim thlb <...l.it illi' IIll iI Igs tl 1 high plan wb e Ihere wnas miuch temnptam-
tin ih) inhIllge iii p" 'litirrl denIalgogmry R0li til. err l JIesse Wolott, wIbo
11 rllib liean a1im rgress ionI dehigate to tIh 1re ttni Woodls to[f,,r erinl h kopt

l°nstield ifoi nit ted.l l so thjrt irs a membgr of lhe Iguxl se Baiking and Crr.oeny
IoreIuiltleel bg gulll illtl .ellii, his'own ilfbl, drnolid I public "rllrv of world-l

wlide ;igbIlI{11...° * h{!l) I }h { he. sw how sensible were Iih llc ritismsf the funld Inl
t.t.. '..Ol.. si..,d thtb etel of Comolllroise to iietrl)rate thni In the bill. These
Iwb {Itr. one ia DIailnot i, fit lIptipr a RD1..l bi (I.b p...rov theIRlsles fi.pilcntd

],gilsll y If (i.klrl. 'r The prestigqe .i.d i[lhelnet of (be entire ,rmlrShil, of the
flOle* BItking uIn C...nt ..... tl eei is lhanldmely enlhanled by the. fine
hItndrimfig f tilre h.Nir. g'r alrid issles Ii vl 'od In the Bretton Woods bill. We my
agati, we thnk yll.

We beiecv we can add thailt the little l"Ifpp of lte whole world als are s yIng,
'Thanllk y I' Tblly ciileO uilerdtitfnd why anllything, money or materiis s.liid
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be alowpll to stanl i. I the vav 'f t leeffctive d4nimcra1it e oopePrattio of nilatins
tlowrd ] he world ecofl/in r poellc wil it is iteelsary to illd WDoId wI'S and
freetorn from trar.

Senator MlUIJKrs. I ant maling the point, Senator Tohey, thllat it
is more thian dogmna byhv a few obslnrictioniists who think that this fund
will wvind up with weakl eunnencies, and I anil citing thile opinion of
The Economiisi tint they regard that as tile very pur'pose of the fund.
Let mle repeat again:

T1/] is, of Coarse, it nsanry onsequlellne of the pulrpose for which it is ce-
atil]. ni] til he falct ih It is irged 1 altl objection shows how far the A lurii,'ii
business eommuuiity is from eleng the fund i, the sante light ill which It
al'p,,rs--

to whom ?--

to oth. countrles.

Senator Tonsr. Yes. Well, now, its a corollary to that I point out
that the American'lianikers Association, through the very estinmable
gentlemen at the head of it, opposed the find particularly. and they

ave lheir reasons for it; andl now that it is a tait aceoinp11i as far as
thile Hoise goes, with some amendments which are legislative and not
to be reP f re back to other inations, tihe American Banker, the daily
paper of the bajinking profession, now conmos out and pranises; the te-
comrilisliment, whiicI inch i ides the fund; aml I thi ught it woul he

le fl, in view of tie tenor of this editorial, to put in the record at
I his point tlhe Ainerkcan Banker's pronunuciamenlto of approval.
That is all.

Serator Mrnriix. I think it woudd be a very good thing to do.
Mr. WVIITE. I am glad yoi read that. because tlhat does point up

sonme of tihe i misunderstand iling. I might suiigget that. whI il the Lon-
don Economist is a very estimablhh paper, I doi not think it is any more
estinlmale that the (nlninercial and Financial Chroninie or many otlhers
in this countv. and the olinion stated therein is the opin ion f one
or more jouirnalists in thle economice field and is not to be taken as
the last weid ini tle sulject.

Noiw hit is examine what is the valte of the cuiirrencies that are in
the flund. aml what is nmei an, if Rnything,. by weak currencies and strong
curelncies. I think it is worth sipending time on biecaulse so much stress
seems to be laiid upon thai loinlit whichl springs from a nisiumderstand-
ing of the operations and the ifaerigardirtg features of the fund.

Nw, then-
Senator MrRnocr. Mr. Chairman, is it understood that the article

ref i(errd to hy Sentor Tobey goes in thile record here
IThe CmA:,g N. It will be; yes.
Mr. WrrT. YoU remember I said that ilthe fmd has collaterali of

at least 2(X) percent. If they utilize their full quota, ii goes down
to 200 ptpcent. Prior to that, it is 300 percent or 400 percent. Now,
that is wnhat you apparently have sorti doubts upon anld to which
you tlini that writer rrefners.

Senator al ILLIKTX. I am afraid. anid, Mr. White. I will tell you
irankly, I am afraid that this result which tihese fellows in Lodon
thiel is thie pjuirpose of the fnnvd, will in fact be the result, regardless
of whiether it is the purpose. N w. that is the whoile pu rpose of my
probing into this thing.
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Mr. WXnrr. And that is an understalndable fact, and we are glad to
explain it, andi I ill sale tiat you arle eager to get at a correct
utleist anding.

Senator hlitulsx . I anm.
* iMr. Wnrea. And that is why I am glad to take the time to explain

it. One must lremvinbel i tat it is a point of view which we are going
to exualiae.

Senator MmCniN. I should like to add, Mr. White. thait without the
benlfit of that opinion I would still have tile fear in my mini that
that imight be the result, and regardless of tile flow of opliion one way
or the other I soul loike to pobe it for myn own satisfaction.

Mr. Wnt'ET. Quite so. And it is because you have that fear, and
it is because I am sure you want to get at the facts, that I am happy
to discuss it.

these currencies, remember, have a collateral value in gohli of at
least twice what any country owes them. Now, the questioni you are
raising is as to the adequacy of thalt collatsral value.

Senator Mn.lnx. 'iThat is right.
Mr. Wiirxr. In' other words, when I say that tile crutenio -
Sentor MtLi4xni. That's it.
Mr. WinrT. -are worth $200 nmillion in tile fund i fl Brazil-takinqg

that country snjiply for purposest of illnstration--has bought a bhut-
dredi million dollars' worth of foreignl exchange, then what yon seen
to bie having fear-s about is: Are the cruzeiros iworth $200 mill on

Senattor IiLLIRIN, Exactly.
Mr. WnmTE. NOw,, there are prov sions in the fund aimed precisely

at that t difficulty. whiec I assure you we foresaw in the earlly b.-
ginninigs. We Wanted to in mk, ,ertrin that the currelt v held by tile
Filllud hald I value in excess of i hat the country owed Itle Fund , nij
we proceeded to surround thile vilue of the (ollateral with such safe-
guaids as we coruld providle. Wlhat were those safegitaid? Th y
were tile following:

In the first place, the currency that is in the fumnd ihas no strings at-
tachll! to it. It is belie tha' time sauime currenlcy in anbybody else's
* hands. Let us refer simply to country X. Country X iighlt have iT-
strlctiolos on tile li r of its currency. It may say to foreign hollers of
its crirel-cyv, 'WVe hlave rest riction onl thiet use1 of o111' clrrency for stoh
and such purpose." Bnut country X, in undertaking memberiship
in this fi und and depositing its monvey. agrees that it waill puit o siliuch
Irest 1rbiot ii L that lcu rren.icy. In otler , 0rd5, the currency thlat is held
by the fund is bettr tin n similar curiency in anyIody else's hands
because there call be no strings it, ached to it.

S&eond lv, whien i you sav t at von do bt the va lie f tie currency,
tonemti er that t e q esion o f thle vidTue of the currency onlly arises-
and tlhis is imii portlant to rl'eermliOer-onlly if alnd wOhel lll teui iitly
withdraws, cithller ]ecnutse it witlihdraws voluntarily or t)ecatlix it is
compelled to withdrlaw from the funtd.

Senlato' Mml n t. MllrI . While. i I may inmake the suggestion-I
doi't want I o interupt t mon uilduly.

Mri. WinrJI. That is i; )fectly ali right Seima or.·
Senaitor MfIlTnTTu Tbhat is like sayving to a bank that the value of

tin collateral biehind a loan only ari'sc' in it, crici a for n when the
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debthlor is bankrupt sliad tile note is no good. I inmean, we must have
a C( nstant proof of the valuation of the co/latprial iihind tihe loan.

Mr. WV jti: . Tihat is correct, and I think youi have stated it well, if
I may mnlodify it in one rIes jvt. as to thie olaltenal NOiiclh a baik acrepts,
the uestioi of collateial be:ouies crucial only When it is necessary
to II that collateral.

Senatfo M]f iiNi!., Yes?
Mr. WHTnC. The valuei of that ciollateral is monstantly being valued.
Senator MIlnzTIxiN. Yes.
Mr. W Irrr. That is wha,;tt I indieted in the very first provisioln, that

that col lateral msii be kept at an equal gold vailuo. just the saime as
if a banik took 4c or Is cialellml, and tie stock fell ill alla, it would
sav to its cliet r"Yoti have to pit in morw of Iihat st. Ik."

Seitorm AluLEl N. That all comes to ny original inqulliry, which I
assialle you rt'e comling to.

Mr, WllVrremr. That is right.
Senator MILLIKIN. Yes.
All'. W ir:. Thei finlld, then. has Certai local currencies which it

mla; have to sell iii older lo get gold or eirailn other curreicy back.
Colq'ect!

S.aitor MiuLixix. That is right.
Mr. WVn,'xm. One of the 11irmisons ill the fund rpuir's-that is

page 47. Seinator. se,,tlii 6. Section 6 must be taken together with
acerinl othler setions that I will poini out.

It -avs that if and when thile bank finds it necessary to sell its collat-
etll. cit her besa.. ias I say, the .l altlir is wilhlrawing and owes the
fhielt hld or oeilCtain otler- culrenlcy. or is being lexpelled, then that
eollat ira litas a prefe rted sta Iis. In tilhe fist pllam. if thle foond sills
tie col ittral' andi dos oxi ecivC t he fia value of what is d1ue it,
theii tihe cui ri-v a tha is ;vtithdrawing agrees to milke ulp l i e dliffrenee.

In oder to miake sure that thait ciurrency hits valu all the time,
all till nicrneher coulntries agree that if asked hi the fundl tihey will
buy thatt ciurency before they buy tie urlOvv o ti at ountrv held
by anvbodv elseY Insinuch' as v'erv country is always dealjing in
oi ier 'el[,irencls. anid inasmtch as tie amounts invouved are suall e
reiative to thie total anilolnt of tiansactinns engageil in, what we in
effect hav-un nlmark this. he(utise it is imiporltai -WihaIt we in effect
have is a clmti nual market for the eol hiateal ill question. The fund
na avnot at that tiint e able to get tie value that was plachd upon aceh
Ullit Of CniTelley. l)tit if Ii(N'tSS/iyV it treeives ioio Untits. aind if tlhoe

er lint enogh tehe co untry aerlees to give still moeI. Therel:fore
if a cooitry withdraws. the find can suffer no loss.

Senator MiuTmi. Mr. White, nmay I ask-----
AMr. WHTn:. The only loss that the fund can suffer-and this is

wha I irefe rred to wihii 1 said lihere was one excepition Px thle posi-
hility f Ioss--tli only loss i i cile fll riund cai siffer is if a conuntry
repldiates its grCIr(elli(1t. I f n lnbe-l goVr(l'nmellit hbreks il s written
pledge l iadie to 40 otieli governilments--if anjy (ountry did that to the
reniaini" rf .Ie.lhbeus of th1i fltn]] it wold blloni a vi rtua] out]aw
so far as ecolOlelio cre-dit tiulsactions are concernled, and it might
be aqti vilent to comnlitting economie stluiele so far as international
crfili ttlnsalctfl(il ire colic.l..e..d.

Senator Tlonry. It would be an economic pariah.
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Mr. Wi rnTr. It certainy wouhl What individual or whait eC .rovtey
-otlhl ixtlilld el'edit to a coinitry that' repldiates aSl obligation of

that iha ractcr. It iisn't as thoiugh it is ia war debt. It isn't as thiuigh
thei, said. l e ell yo ga e us this money becanuse we were fightinlig
for vo' Ntlg like lhat. It is all ohblgatill entered into tile
olpert eves and inthr conitit.i. sl w"imch are cltailnl¥ reasonahble.

TIherefore I say that the risk of monetary loss that the United
States runr ill its I t icipation in thlie firel is ahllust neglgigible. Eveun
if country X didl repudiate, tie fund would lose some monley, but the
loss of thai m ey woiIh be l hspe' am ltonlg the other menilmers,

Senator M1nuLriN. l eI, if cointri r X wiithdrew, or, if yvolu wish
to put it the other way, if country X repudiated. we would' be i the
position of a biunch of endorser's on at note taking over the collateral
and realiizing the best they could out of it.

Mr. WnrrE. Yes; in w;hich case-
Senator Mnllln.x. Whereupon for the first tlime the currency of

country X would reach its own proper level in relatlion to other cur-
reri{cs.

Mr. Win',,:. Well. tile seoraid part of your statement raises qunes-
tions which art not aplosite. I Nwas directing my remarks exclusively
to ail exlllaniatlion of tilhe risk of monetary loss.

Senator MmLrKx. Yes.
Mr. Wlr. Thii rest deals with something else.
Senator Toney. MI. White. on this analogy between loss alnd repu-

diation. amd so forilt. Iake all ordinary crniienejil lotan. and the bor-
rower re pudlatCes, I-e hlas repwudiated and lost caste with his bank,
as thliat is a more or less privale transac on with thle batik itself. And
that is tih ecase of a defanltinig nation. Tihe one who alcte in bad
faith is not only slaj ping down thle United States hut all 44 nations
corpnrising the brot herhood of nations. with all ,f whloma it itis to
work lid do busliness in't Lthat correct.

Mr. WHrtrE. That is entirely eorrect. And the publieity thlat would
acemlpanyi thlit would be-

S. nator .. Iesy. Prejludice anmong all nations.
* Mr. W'iniur. It wonuld be a serioas sle anid iant minilsier of finance,

i nlv judgeint, woIldi iprefer to default oil anv ohbligti ain that was
olli standiniig. rather than an obligation to an iintrnatiio nal institution,
of the kind we anre isihsinig.

Senlator MItLAKINT. Mr. Chairmnan, I should like t rsuggest that you
cannot quiite consider tifis iroblenm in relation to all iso ated country.
Youn might find a whole block of counmtries whichl through no desire
of their own fonind themselves in a paisition where they just could
not make good their obligations. And that is not at all itnaginatiYe.

Mr. WVnrrr. Senator Millikin-
Senator Mmrat>r. It is entirely possible. If we did niot have those

crucial problenis. those crueial dangers ahead of us, perhaps there
wouild le no reason for the fund and for the bank.

Mr. Wroe. l'hat is ltrie of certlln types of obiihgatmns. It nDay be
thadt dintig a pet oIdl of depression a hi rck of conllitries aOfeted equally
by a dlepiession iof aii arljr cl .hrileter emny find themselves innilnlh to
neet the olrdmiar kind of obligtion. But we ihave made this a very
unusial kiind of olligatioi, We have ittemnpied to fore'ee every
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danger of loss ndm bkoeked it. anid we think we have done not a good
job. but all excdllent job.

One of the provisions in the fund makes it possible-requires, in
faet--the fund to xIio keailTanlllements w its h tle .... il..ry i (ejstion.
If a cointlry witihdraws-v-anid it is only'in Ihe case of a withdrawal,
you -see -while in the funld, ll a member countryi has to pay is the W
interest. We are speaking oilv of the ease of irepudiation. Thelre
is inothling to force a (1owltri to 1repudiate, I'o econolollc si .n litioils,
because if they find themselves in serious difficulties, the fund has
thei authority, in thie event a coluntry withldraws, to make arirnge-
Iellnis with the ci ntryr allowing it tihnt-I year, 2 years. 3 years, or
4 years or mor-in wi edi to fuilfill its obligations.

'!l e oliigaltion to the find differs fron tile type that vou are
s1)pekiing of in tile sense that the country doesn't necessarilv have
to raiii Is aie flio( oy. Tim molev is usually ahreadyiv in the central banki
on deposit in tile iiam( of thile itlltl. It differs also, of cours*. ill that
the oaligation is o ti, in ternliational organlization representing most
of the goverilnents. Further, it is an obligaton arising from finan-
¢iaI aid given uiilder coe.ditiuTS iunder Wl ich tile terms of repayment
are clearly indicated anld ex pected. Such difficulty aits mnv arise for
repaymeint wolId result f'roim Ie difficulty of tranisfer o{ paymient,
iut Ipov sioils to take care of t is dliffiulty lire included. 'lD, fund
OWliS ciivltriqy oil hde)oi it wit Ile tentral bank. To convert that
curreci y init, gold or otheru elrleencies thl fllid collid sell ti t currIiecy
onil the exchanlge markets of tihe wiorld If the fiund attempted to
liquidateiily, qihlyt. i drastic faill ill the Iunit value of the currency
would rcsult. The countrv whose currency is being sold would have
Ilone to lose Iv siuh a lfalf in tie vailie of its currency than thile fund
becaulse if tile )ra,,eds to tle finld are inot lequal to thte Cmo/11/vys
debt to thei fmn thlle oicantry iimust I .. te good the difference. More-
over.· rapid depirciation of a clllntryvs currency fllom stelh a lcause
is bad for thalt counitry ill inany ways. Tihat is one reasonl why a
count ry w(ound A P' fei to Iiquidal c its ol] igat i on to the fund If roi st ,
able ti ile for re avmenilt is allowed. Thlie a'tielles f 1agretment pro-
ridle tii ph iir tit 1 't for grnitiog a reasonable Iperid of repaymment.

Senator MrILIKIN Mr. Charirmlan, yesterday im the discussion Wlit
Secretarvy Achleson I suggested in my own op inion hit, wit the pors-
sible exception of one or two countries every nation of continental
Eu rope is faced with o0e or two revoi]lllCtions and co tioterrlvolutions.
In hlia face of tllnt )obabilitv, if youl are willing to go along with
lie titi it is a piobalilit v or if VOlu are Willing Io assulmeh it, if you
wonlt go along wit], mr; Ioi dr. we protect this fund

Mr. Wi'mrc. That is a perfectly good question, Senator. In the first
place, I ouln d agree vit 1i you it iiati it is a possibi ity. Whi ether it is a
probabiiiy would lie a miatter of juidgment. I would be ipclined even
to go along wit]i )ou that it certainly is a probabilityv with some coun-
tries; and it is lecausev of that probabilitv, as Mr. Achmbon pointed ott,
tart we are, so concerned vith doning evenryltiig we possibly call, even at
the i sk of smite nioreta iv lossto to try Ito1 event it.

Senator Mmiriji. It may have a block effect. It may affect a
dozeni countries almost at omie.

Mr. WnITE. Yes. Let us examine it.
Senator METl ii X. ThI ecollapse of onie would be conttagious-
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Mr. WVrrr. True.
Senator bIIIJKIN. Anld go into another, and you might have an
alnost simultaneous collapse of a dozen, counitries.
Mr. WmTmr~ That is quite true, and the seriousness of that situation

has led its to see what we could olt to avoid it. The Bretton WoOds
proposals ill not avoid it wholly. Tihev 4 .ull make a contribution

o(ward that. But let i assume tihle Jonditions in your quliestion.
Now, what 'ollId tihe fuInd lose as a consel nlefile of ti it You klnow,
Senator-you have dubtless been at conferences had sonie dealings
will, or have d one s mni reading oil. tile espolnsibility and the task
of an intom ing governnlent, a tiew governmlent that is the result of
a r.voluton. Anld you a rie talinrug ti, t r.votliirvlton now.

Senator MILLIKIN. YI'S.
Mi. WVnlrr. You are talkinig about an overturn and a complete

shift, alnd the question otou are raising is, Willi he inconing inister
of finance, as one of his first steps, repudiate thie obligations to an
inlleriationl] organiznation made by his predcecssors ior tie p receding

One of the dlificulties that a newly established govrlinlent. whether
it comes ill is tile rest it of a revohltion or as the reslt£ of a warl, *r as
the resti t of a dubious democratic election, one of the first tasks is
financial reonstruiitio n. The miniiiister of finance knows hlie cannot
reconstruct his economy without assistance fn xi the outsiide. One of
tie lasi t gliins Ihat a n inister of finaince whio has any sense of re-
sp0 onihilitv wouil (Io wouhld be to e radiate his obli gition wihere he

I. es toget some help. The new goverllllttent ;ronild Bit wilrt to
rep ndiate t Ihey wol ld ;lltat o nalpt their obligaItins. Tqhev would
want to kee, lthir pledit tunimpaioredl to nmeet the intrist dulie on
foceign-lheld bhonds of their countries. even at considerable ti rile ,
alnoyalfniCe, ld exp)erIse. They don't want to impail thleii credit.

A. initistp rof llnance would heb th, first to eome to thile various gov-
ernmnents and say, "entleme n, Ihefe has beri a chlange, it is trune. hut
we are going to stick by our fiinancial obligations to ithis in tern tional
organ i zaltin, Ic beanuse wtile ihey minght jot ike to do it. ii would be
very evident that if they didnt tlhey would be etreatitig serio ts ohstahesO for tIhemtselves.

Senator MILIKIrN, I would suggest you have been gi ingg a perfect
picture of resronsile governm ents. Those governments-I amn think-
ilg of sevenralI of thenI in EUrope-lha e good eredit. They can get
money from us and prohbably from Great Britain. Trhey have reason-
ably stable govenrncntis. hose governnienls ,io not give us our prob-
lems. Our problems arise from governnents hbat have not haff a 1is-
tory of responsible financial mangement and there are many of theat
in Europe.

Mr. WHIIITE. Yes; there are a number of them that have operated
their financial policy-

Senator Mnmiiu.x. When I say tihat I am not calling any niames.
Mr. Wnrr. Thait is right. Tihere are some. and we don't need to

nil tion any lnalnws, but, Senator. thos, are the very co lntrites who
f'nd thei.ese¢ Los it, niet iued of hlip, and they are the ones which iar
most reluicit iio kill the goos that lays the ghlden eggs they need
so hadly.
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flhe irst coinceirn of any Mlinister of FinLance that comes into office
is iredit, bothi domestic and foreilg. l That is what hie operalllles oil,
and for him to lake a step which would prevent his bemlg ale to
undertake tihe necessary eeonomic reconstructiolr would be, as I say,
suici(e. I don't saa it iOg lit t I . appai. There Infa be i'rrspoli -
sible, Ministers, They mayv be economic mornss . It way lrappje, andll
if it does happen then tihe iund wonhi suffer a loss, but bea r I minid,
SraWo. that hose colr atries probably wonlll be eounlltries with sialll
quotas and the loss would be spread among others.

I dion't say lhose countrlies w(ilul not re mdiate their debts. I say
it is unlikel; tlhat inanv wohuld do it, anll tlmt is a risk we shol ] he
will li g to take be :ause the risk of ...t doing son ethi ng is infinitely
gTreater, as you so Nwell pioint out VOlInII]f.

Senllator TAFT. Mr. Vlbite, may I suggest it seetms to nie von donit
get Ihe full pictliree. W hat t.you ould find is not re pudiation of fund
obligations. What you face is generalI inabilit, to pay the oliga-
tiona. Each one of ihese countries that is in bad shale' is going to
owe sonimething to the fund, but tihat is just a small pr portion of it.
They are going to have loans cnlIed.

If it isgoirigo srive the fund is ot goirg to h'ihuold lip ii co rtry
that is not able to keep up its balmne paynmenit s for smo et ~rue So
that whliat you face is Fgeneral hankrnptcy in tihat countriy Surely,
they would llre to pay their funid debts and their othier (lilts. Buit
take the case of (ernmany after Worl WarI I, o ha d the Dawes
plaln, yOU lad tihe >r)Elg' Ilai, yll ii )litIls of receive¥l'shplhi Vi jilt
you trietd to enable them to gel on their feet. ant you failed. Austria
was in lthe sname position. They were not able to pay any of their
debt s. Ilhe.e was 1 ti ne whlen South American countries coidd Ilot

ay atly debts. because their balnice was so bad ll ring the de )ri4ioni
]'raet iI ly you could not get dollars in Brazil, They were inot lile
to buy there.

Bui thle danger you face is not that they don't want to pay this debit.
It is that you are likely, unless you atare Willing to lend money inlefi-
riatet.ly, to hlie a very;Ionsderable number of counltries th at ar[' a, k-
nipt, partiulaly if they lie down on the front and don't get their
balance payments back where they should be.

Mr. uIinr:. Senator, what v;nt say relates to certain historical
episodes. Maly I point out whleirii thise differed from what we a"o
talking about her,. and why what has blen tr'e landl w t may be
tire again for similar episodes is not trie of Ihe fund. You were
not here when I began, maybe it will orient you if I say I was direct-
ing n' refmarks to lrie ploit. Intanly, that the assets of the fnird
alr of a chariacter which make almosl negligible any minetary loss
thatl wOld ociitr to the findl.

Senator TA-r. Well, as far as the American taxpayers are con-
cerned, there is $~.750Ofl.p(0. gone. It is no longer available to us.
We nay somne day get it back if the fmiid is dissolved, I agree, hut
in the meantime we ehaven't got it.

Mr. WijrrF. Senatlor. I am glad you put it tliat way because that
{question seems to ineed A]rifii i{on If we pillt two billion ,evn il
the fuiid, it is true we don't use it. but that is preciselg the case when
we get two billion seven in gold anl put it into Fort Knox. We don't
use that.

78



BREL'rTON WOODS AGCREEMENTrS ACT

Senator TAnrr. We can use it.
Mr, Wmnrr. WA ealu use the i nteriaia ionLu fund in exactly the same

way as we mIs the gold in our stabilization fund.
Sa14to r TAFr. Wait a Initlute. We have to have a certain amount

of gold to back up reserves. dont we?
Mr. Wvrr.& Yes.
Senator TPr. And we have just been forced to reduce the reserve

ratio froit 40 to 25 per1ent. In order t.o mitailn olr n Inreiiitancv we
hace to harve gold iand thlis 2 ilion s is longer available foil that
purpose.

Mr. W. vI-';. Everytliriig you say is trie, but tihe point I am making
is this-

Senatoro 'n. Well, nv poill is this-
Senato MIIlue - I t hik i thei witness ought to be given an oppor-

tunity once in a while to answer at quiestil, Mr. Chairmian. I mllust
insist oln ii.

Senattor TA-nr . With all due respect, I think it is a perfectly fair
and nnilrti ollns exehallme.

fMr. Wl.Ti. Solatito;r Taft and I undersntnd each other.
Senator MaRnocw. Tbhat may be true, bul tt re. are others here who

walnt to itier1nars~tl.] ii. If yoll land Slntor T'it wanilt i o have a disull,-
sin I to viyrse]yes. that is 'p to you, bhat if we are goilg to have a
discussion beneficiil io the group. onc.. in a \while tile witness oughllt
to be ponrmitted to answer a questlion. I say that with the uiltuost
respect for Senator Taft.

Senator T.hrr. All right. Go alled, Dr. White.
MI'. W[rrlT. Whlel voHi pit tw .. billia, seven iny the fuinid. it is quite

tru,. as Senator 'raft says, we don't use that. We don't use it because
we don't need it. In pteeisEly the same way if England puts in a
billion and two sterling it does not ,,e it. If we put goli in Fort
Knox. if we receive gold in payment for goods beeause we are selling
Inore g..o. s thaen we , r buying. we get gold for it anl wIe put that ;olhl
into Fort Knox. Now Ihe question of gold as a moneotary base is a
stJ)"arat, Iquestion from what we are talking about here. I would be
* ladto disceuss it. but thatis a separateq(IuIestin. The onlv use we have
for lhIt gold is ii internation/al transactions.

TheP onlv use we have for that gold in international transactions is
when we want to buylv foreign exchange. If we arme buving more goods
Inan We are se llling, we alve to bnll foreign exc-i nge. It may be
sterling,. it may be drachlna. it marv be leso, it olay be vuan. If we
i-each that sIage the central bank. in ouri case thd Federal Reserve
Bank of New York. will sell gohl inl order t ohtaiii that kind of foreigo
ex-liange. In other words. it will take gold out of Fort Knox, figu-
ratitelv peakln,. and yr ie hase necessartry foreign exchange. but until
it lireds that fot-irgil ex(hange the gold rernails in Fort Knox un-
touthed.

Now, that is ire cielv whlmt happens to the gold put in thile find. So
long as we do inot have an adverse balance of payments. so long as
we dlo Iliv tharo ll Ilv note foreign exchalige than we receive, so hong
as that is tuite, we don't use our .rihts in tille fils anid we dion't Ilrse

Ihe gold in Fi't Knox. If we do have an adverse balance of payments
i wen canl bilu exchanige fron tihe fuind in precisely the Sailie way as
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every other cointry does and in precisely tile same way that we use
thIe golhi in Fort Knox.

So that when you say thile two billion seven we put in the fund has
no use, whiat you are in effect saving, anm correctly savying, is that
god we Irceive on halI ice II as no use iuntil we have a, adverse balance
of layments.

Sator ] A rTA. Mri. WVhite, I think that is a lot of language to cover
up tilhe fact that as long as we ihave this old we can do as we please
with it. We can use it for hacking our bank reserves. WVe can buy
foreign exchange with it if we want to, but oncee it is in this fund we
cannot do a thing with it. We cannot get it out. It is entirely at the
dliecret on of a board we cannot control in any way. They dispose of
it as they see fit. It in just the sam(e as if vo u'say.1 have , v 2.00() in the
bank. I can spend ii or do ybhar lyer 1 want to witth it. If I Ilave $2,000
invested in a conlIyr like Grin'any or somewhere, that nmiaybe I can
getback and Imabe I cannot get back, I ca Iot do anything wiithi it at

the moment.
Mlr. WlVrrE. Senator, von hlave made a very effective statement. Tlhe

only trouble is that it corluin. o.ils e hast, iin sstattlcelit which milices
.5u con...us hios iil;vI'l'allerad . t The ionly Ih ings you canll do with
tile gold iii Fort Knmx are the two things which you namle ; either
you( cia leave, it tlihr and inchide it as a moleta ry base whtich we
are niot colwerle(d with for tie 'nora nt. becatnse that is a sparate pies-

ionll. I wouid be gliad to diiscuss it, but it is sep rae. O)r vou can
bav foreign exchaiige. That is irtis'ely ilat you calln do after you
hI, v tpt doIlilars ill Onle fillld. Ol gcal/ by folreign exch ange with

your liocal IIrrencv. Thait is wiflot evelvy con try does.
Senator TAn, If we have it here we lcan buy aly foreign exchange

we want to. If we put it in the fund it goes aftoniaticallv to any natdionl
that happens to want it, at the discretion of a botald we 'aiottcont ro ol.

Mr. 1Wnur. What forleign exchanges would you want to buy? Re-
traentber, virtually all tlie foreign exchanges couldhi le purcnhsea I from
tile find.

Senator TI-v. We might want to buy Russian exchan-ge
Mr. WHIT, Then you could buyv it from the find.
Senator T 4 x'l. WI CouId only buy a small port ion of it.
Mr. Wnanr. lRussia will probably utilize its privilee to buy dollar

'xci aligs, which meaiis RIuss- a will ilit Ilore rubles in.
Senator i.vrr. I lentoneld IRussia particularly to si w I iaven't

any prejtdice against Russia. It is a theoretiecal discissioln, bllt the
two thiiinigs are fundamnentalv different. Unless we idispose if this
gohl we cal do ;b ai wo ple;tse with it here, You canlnot say that
about thie $SS75),00,000 of iie 01oney we put irto a fulnd contmrolled
by a board which wi e do not control, that is the same thing as htaving g
it he're. It is not tile sanle thllin.

Mr. WHtTrE. Let mle re >eat what I thought I said and whatt I wish
to be said in mny own words, all, let us *drop Iihe )point t linat. T'hat
tile dolIuis we pll ill thI fundI r relsent oir qot aa. Thalit as a mnenr-
ber, becauIIse we p)u thIose dip las in the fired, we can buy itll additional
allfllllit Of f1ore gil exchainge in precisely the same way thiat ally other
COtUmtry can.

Now this is true. and possibly this is the point you may have in
nmind, Senator, that the gold is immobilized until you want to use it.
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Senator TAIT. You have unsalable stock in a concern you don't con-
tpol. You are a minority stockholder. It is not a ntarketale or liquid
value, You can put it ,IU youa books if you want to, but it is not the
san . thing as iving gold that ou can do with ias vou please.

Mr. Wnrar. I think we eave pirobably exploredtieat as far as is de-
sirable. We just don't agree about that.

Senator T'Ar. Bul you say it is just as good as if we had it at Fort

Mr. W Trrr, Let us say rather it is ialmost as good.
Senator T'Ir. Su ppose there is tile fill nunber of dollars in tile

fuindi. Ithere may he i the next 2 or ,3 years. and they get all that gold
that way-thiiy etlher get dor l is lnd imy gold or it any rate, the gold
is g ne, tihe net result being we have loaned the conttites $2,750,000,-
00(Y soh tliat ilte net result of tihe traiisaeti oll is to t ranslate tgold in to a
foreign loan.

Mt·. AiWn. The list pail is a reasoniable staiemei t. Senacru, but
thle fulln owes the I hiited States (overn'ment two billion and tihree-
quarte s[. wichli if lie United States wished to withdraw, or if it were
forced to witlhdraw, it would receive oui !ff the asetls which were in
tihe fund.

Senator FL nit [OF ·r. May I ask one question that grew out of this
discussion ' As I undersiand, you are giving this f lii a preferred
stlatits in each of tile eouiii's.

Mr. WnFlTn. That is correlct.
Senatior F Iolr.ianui. Even tlhoughi a eotuntl' gets ini diffculties and

even though other credlit ors wiho own its blt.ds I we will siiay. private
creditirs who own bonpds, the flund gets first call on the assets; is that
correct?

Mi. WIIITE. That is righit.
Senator FTLBucRI T. So that even though that might happen, if

there is anything at all, you get first call on it. If it goes conmpeItely
bad, if there is aybody who is paid off it will be thle fundI; is that

gri¶ . WVnrr:. That is true. I wMddnt say if there is anything.
T 'here must be something, because no matter how badly off a country
is it always sells goods.

Senator FULumrIT· I agree, but theoretically we will assume it
evaporates into thin air.

ntor ToneY. And isn't it also true that this money which we put
it nlust always be conisidered ill the light of the objective?

Mr. WirrE. Of course. - After all, what is it that we want out of this
fund? We don't want the interest we make oil putting our money in.
You see, we would get some interest on the fund and the countries that
do not resort to the fund are the ones that get the inerest. The others
pay the interest. But that is not what we are interested in. We arm
taking sone risks, Senator, there is no question about it.

We a.e gtoing to quite a bit of troulble to get into tis fund and we
certainly are not in it for any profit. We have a stabilization fund
which tie Tlreasuilv has Iwei b 1 operating foi 7 or S years. It has made
quite a lot of profit during those years, but it was not set tip to make
profit. This is a mnch larger venture, more comprehensive in scope,
but the theory is somewhat similar. That is why we are going into it.
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Senator TArM. I am not nttacking that argument. I was only trying
to eliminate the general theory that this isn't going to cost us anyl king
I think the other argmment is tie real questilon, but I think we ought to
admit that it is equivalont to loaning to foreilg nations roughly arontd
$6 000,000,000. Th.questLon is should we do thatta

MItr. Wjinr'. Well. Senatdo, if you pivt it tht way, I think I would i
agree. Ie otltr ohl Ios {e ¥2 r 7500,(e 0,(0 ihtt il IltVc i!b a boiti tile
only thing we roceive for lhat Ioan is interest.

Senator TAvr. Well, do we get interest or notu
Mr. WVnrrr. We get interest in this sense, Senator: The cotlirlv that

borrows exchange has to pay interest on wiat it borrows.
Senator Ttw . Could it he decltar e a alariedend?
Mr. Wim?:. A di vidlend call be (Ieclared. If a dividend is listrib-
edahcadi tielry whose cwurIIcy hias been irpu c ae(l d gets tie dividtend

in prob ortionate aimoulnt.
Senator Tl~r. Llell, it is most miiiIikely hint a dividend would be

declared. Wouldnit you wanit to build up a reserve ?
Mr. Winrrr. In the bank you would, that is tr-ue, huit not likely in the

fund. I weold be delighited (o d raw l a blance sheet at tile eid of 10
years and I think yel wonhl fill d we Wolllt hiavae shst anti i a iitnerist
in return which would probably lh equivahent to the cost of horrowin
oui' Illl(ne. n,[i it ( lie thllat it coulld be pegardd as a sort of lo .n.
think you have stated it siitccineily ill that )lie statentent.

Seintot TI-rr. A, to Sinator Fulbright's tiheory of a prior lien. I
don,'l quite see thati. For i nselnce, {'omittr A has tih is interest in the
fund,. They probahbly owe lonr or five ti] es that muche. If country
A. which is Riutania. we aill sav--llot for the record-owes a ilt of
mone m v t efou rv I which is Rsi. ilso no, fo. r tile record, it seems
to ile thiere lilitt be i ich'emlstanices wheire they would he much more
txnaoios to pay their debt to B thanii to the fund, relying on B to keep

u) th1eir balnjac of pavnmells. It is probablv much more imponrtant
for I hmn to keep in gooid standing with II t an it is with the fund.
If the ale thrownii out of thi fund, tola d. blut somnehody tIse is goingl
to take care of theit. I don't quite see tile point that there is any
prior cai.. on the fimd.

Mr. W rllir. Rumania maly wot wish to make it a prior claim, butsite has already dmone so by herv initial agreemet for particilpation
it ite fit 1. The nonev she )wes Russia. in tme first place, Rusbia
does mint have, o dlemosit in Riaiinim. 'hat is not likely if it is
a debtbiit ,i i has , nmol y nh deposit tthai belongs to the funid.

In the secondl phlie. and more im portamt, liRmania has already
agreed that tire will be no strings on that. and that the fund can
sell it to aiv inwariet of the worhl that needs Rumanian lei. More than
hat,. the nmember coritries havei agreed if they need any Rumanian
currency they will buy it fiitr from tilhe fuInd. I explained that hbefore
yOlU anel in.

Senatorl TIAFr. I mailhin the same thing is true. They can take
it clncl onil their leis around li the world, but they have to pay the
Rusian debt.

Senator FcrlTnRRT. All of thiese other n ations besides Russia aire
intcrested and they wiould all be inpterested in this hinid. I think all
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the pressure of econonmic relations of olher countries would be in favor
of the fund.

Senator MiJArKEN. Mr. White, wouldn't it be correct to say that
the lien applies to the fund of the debtor countries that are with the
fhfuid That is the sole extent of the lien.

Mr. WmI:, Yes.
Senator MIfnaIKiN. Beyond tflt there is, I believe, under the para-

grapii you cited, there is anl obligation on a country that it has to
make good deficits.

Ml,. Wil.E, That is correct.
Senator MIUnirx. But it is not an eiiforceable obligation, is it?
MiV. WVITE. None of theIIE obligations is enforceable. You cannot

en force aly of these obligations in thile senso ),oil can go in with aiin
army aiind Collect yoi debts. Final elnforceniment depends oil the gov-
ern nlnt's word. If a governlmet repudiates it, as it miglt, I say
that is a risk you take.

Senator MIunAiuNx. I do not say it would not be made good, but it is
not (nfil I.'.ble in the sense you iake a judgitient out and put it in the
bands of a sheriIf to collect some asset.

AIti'. WHTIT. That is correct. It is not eifor(fible in that way.
Senator TIAT. You spoke of these Rmaninan leis whicl wouild be

saittered around the world. .. 't I Iunderstand under the act itself
lIose n i ght be Rumanian I 0 U's?

Mr. WmH·IT. I don, hink I onhdeistand your question.
Sem attl' TAr. (Calllto I 0 IT's besu llbtdited?
MIr. R ITE. Thie RuInna nin nci·reney, wicieh is in tbe fund, can be

substitnted.
S..nator· TAFT. It cani be withdrawn and put in Rumanian I O l's?
Mr. W'i,·rx In Rlmanani Government I O U's.
Snator Fuunlxarr· One other (question. As between the bank

whichb seems to receive the appioval of t 1e banking assoeiation, and
tie fund. I would gather that itsi is less likely to lose money than
a loan made bIthe banllk.

MrI. WV[TTI That is entirely tirue andthat is the conclusion of, I
think, anlmost every banker and economist who understands tile fund.
Some of these safegiuard provisions ale in the appendix. We put it in
the appendix because we didn't want to lengthen the document and I
great malny people never radI the appendhx, but it is quite true that bthe
risk of nu 01ttary loss is mlchi less in tile flind than in the bank.

Senalor FILrtTMmmT. T'he arguments hrave been just the opposite in
mot of the thiins I have read.

Mr. WHITE. That is true.
Mr. Cailrmnan, I wounld like to say somiething off the record.
iThe ( ClAItMAN. 'This is off the record.
(There was discussion off the record.)
Smnator MrMrc. Mr. Chairman, I would like to ask this ijuestion,

going back to thile very interesting qiesi ot of Senator Millikin where
hie mefers to revolutions and countrerrevolutions and that it iay affect
a whole bioc of countries ralher than just .o. e. IsIn't tie very purptso
of your Bretton Woods agreement an economic deterrent to those very
conditions
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Mr. WHIrrTE It is precisely for that reason we re interestedin fgoing
into this. If the world looked to us as it looked to many of us in 1925,
1926, and 1927, we would not be interested in undertaking any such
Thano' intenratioral arrangem ents. It is tecause what we se ahead of
us is fraught wit iisuch great darnge to our conoiotc systeli and to our
Wellare anl worhld eI,.(e andi wo)rldf security that we ire taking the
troble of trviling To deirse ismtituti ons and thIat we also are wilitng
to lake thle r rnis oietar*v liss.

Setnator 'onEy. It is becaiise tie need is iidicatrd.
AM .V T.\ 'Irn fiat s correct.
Senaltor 1%[RRxCK. We have lost a lot of nomney without such an

institution al.. the very i'enat I see for suclh anll institution is thit we
take le.ss risk with it. even monetary risk, than we take withlout it,

Mr. Wutm. I agree with that.
Senator MILLIKIN. Mr. IWhite, I think you have said thisabout three

tines aid I wal rto put ti inl my own groove.
Mr. WHITE. Did I repeat myself itnecesnsarilyl
Senatolr MImxI. No. I wss glad to hear you say it, anid yo

said it vryv plailIv, bit I would like to pit it in m w own groove.
)o I rinderstand it its ]ogial I tat if onie concludes ] i at the find is

unlsouiind anId undesirable, that le ianut also Teach thile eonclusiion that
the baik is likewise, unsoii.tld indi undesirable?

Mr. Wiril. No; I t hallnIt thitki so, Sen tor, beca use the hifnd
aid the baitk ate adiffolrm insritilt ion (lesimned for different pur-

oses fand they perform different funltions. Ole could say {i is,
tls'a r, tha;t e lther staindkgi alione. underl akes greater risks of. I won't

sayv f ilure. but is able ti to less effetive work tlhan llIT standing
igetiher. If thle fmld shnhlh fail the risks ii der aken by the bank

would intrease. bit it diosiAt necessarily mean t hat Tie Iai;k would
likewise fail,

Sen!lator {MilKIN. So if the deternmining feature il reaching a
coneclusion on this subject swings aronitd tlhe degree of risk, it fol-
lows that if we o n..ne.h that the risk is too great in the fund, we
must conclude it is too great it tihe banik.

Mr. Wll'r. Ihat is excellent logic.
S, ator TAFT. Mr. Wh ite. the next thinlgthat initerests me you say

we make n rf agreement it lltL Mexico that we will give them dollars
IorT )i, Is~ . YoUll dol' la Iean a unil imited amount,do you

M'r. WRIE. No:tlher,eis a I.iltitii of 40 nillion t.
Senator ItAh. aSVT00000. Isn't t hequivalent to a t emporary

loa n
Mr. \Wnrm. It is equiivalent to qitota in the fund.
Senator TAwrF. Yes: hit I si ill ioni't see why if they buy $40.,00.000
i pesos iand we have 44,X00.00( pesos that temporatily it is not u

loaii. piact icallyv,
1ir. Wn¥ i-v. Oh.Iyei, you il y call i ta loau if tievy u dolarsn us der

tihe lgl(reletlLt.
Senaltor Toiam. Havenii't we been financing Mexico in the lnst 2 or 3

yenirs in different ways?
Mt1. XWInr;. I darte say we bave given sonm assistance to tihe Mexi-

84



BRKTTON WOODS AGREEMENTS ACT

Senator Tl'A. Didn't we paIps ically loan them the money to pay
tie oil conllanieiis firt thlie oil wells tecy confiaateA?

M t. Wlim. 1 don't reiellll/te anly l anr wegave Mex ico for that
pnrpose. You migiht be iinterested in this fact, Senataor, e had a
stabili zatioln arrangeiilenit wii Mexic vWhc le past few yeais which

· tihey )had the pri ri lige of availinr thenlselves of, and they didn't avail
thei. selves of that privilege. TIhere is no knowting at a point. if
at ilii, thiey will bi, ally dollallrs with tile pos they have. so when
yolu speak of a loan' to Mexi o, 1 know we niade sone loanus for so.me

inal Il prodei live iurilpose, but I dlon'itremember just what they were.
Senator TA,. Ifow a boUt lend-lease. I)o yinl iemn elll/er whzat they

have gotten lundel l ie-lea
Mri'. WX rrr. No; I dlon't. I k now we have given then some help.

Seinailo Trr.' Isn't it a fact that we ihvle been pouring money
iuto roxi< ighti trough ti he war, one way auid tilo ]ll'

NMr. Wi m1,,7E PossmblyI
Snat ior Ta-r (oin g back o hlie question I asked Mr. Acheson

yea'radly. I knye I Ihadi somewhcere this itea about Russia ilaving
,oniic SQcial relation to this fiire. in regard to drawiing down 25
pe:enn P f tlheir qolta every year, $3().00)O,(}Of a year. Mr. Edward
E. Brtown , who, of colrse, Is a delegate in supfport of the thing,
wrote an aritile in February and thiat is wIere I got the idea.llL It is
nlot quite what I had in ,nind but I will read it t9 you and ask you
to coiiirllient Oil it:

RlUsai . with] a complete sytcm of slate trade, dos not r.irr " elltdit for
ylrietly slabiii izatio i purpSes, and it may lie idniltted tint H,,itl, ll l probably
IlS up, er quota Il h, l'e ftlsI years of the fluds existen ... pal, for ilnll}oite
wpita] oo(rds necessary for her etone.al. re onstruction.

So that I tike it M1r. BIrown had the idea, certainly, as a delegate,
that the'e was some agreeiment that Russia was not to be held to the
extrem.e terms if I hlis fund, hut was to be able to draw down 25 per-
cent of theiir quota for reconstri ction. Is that correct?

Senator TIol'o;y Mr. Birowin is right here.
Mt, Wimxni., Yes. tIltl an speak for hilneft, ailld will.
Senator TIxn-. I only bring Mr. Brown in beceaise tInhat was my

excuse. I didn't thl/, I had invented the thing yesterday, anda
was sormrewhat shaken by MI. Acheson's flat denial of any knowledge
of it. That isbNwhy I went back and looked it up.

Mr. WnurT. I think you also included in your question, unfortw-
nately, somnething else.

Senator TAm'. A speeial agreement.
Mr. WrruE. I think you mentioned the fact tlere was an agrnee-

Inenit wNith respect to Rustia. (One of the key word, is "stabilizatlion."
You ,sta. i sabiliziattin opeiratiion is a very special terml. It does't
eaJ n a hlan. If it ..ilnt ntI loan, we wou ld ('ill it a loan. It hears

certnii 0..s,. resemnblames to a Iall al .xfsolme people refr to it as
mn w. hich is allI right if they utnhrstaind whiat it is. but if somnebody

iilie ,Trensuryi said,"We jLsI made a ball to Mexico of $0,0)0,000,
we wVolid not tnitersitand it.

Senator TAMrr. I understand that.
Mr. Win'l*. I would like to take up the meaning of the word "sta-

bilizntion"j ainl how it relates to Russia's operatlions with tihe fund.
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Now, stabilization is a transaction which is designed to meet a
country's special need for foreign exchange. When a country needs
foreign exchange in excess of what it can easily obtain thronglh its
exlports and through the sale of gold, then it has to racquire it in some
other way. If it ir i t through what we call a stabilizationoperation and you refer to as a loan-and you can, if you like--then
it is a siahilint ioen opleration. What is its pi pose( Wlhat is its
cAn scho v do we hawve staibii ization oi eralinos Iks eause in every
count t [ erer are emerge[ncy situations they re are I t evelopments whict

kuae int ieesarlry for a cointrv to have more foreign cxchnangel t hait can,, tiasily gt. Ilow doies tLat arise ? That arises in special wayas.
If a conltry like Brazil, for i fista ne, has a failure in ifs coffee rop orits cotton c'rop, its two pr-i ri pal exports. its cotton anid coffee may

decin rice and ngot vei ld CIougI foreign cxheange. That is olre
iA so tnd illusrtbion i is if the eentry is selling to other cr a rid los

who are exJ¢erienciiig a sle jinlsion, the decrease their imtapct and
the inpbct Ill ls or olle of shcaale cou ntries vwichsa then flrhl ticnh selvns
unable to get enough foreign exh dange.

An it lie, i list i-a ii b 01 wo1 wil e if a country is experientcint a Severe
decine i its old rerrhe and either through light of capltal or be-

Iats it irs pl bae tiI iirndg it ii mreding year is more raip dIy than
it so1111l have. (Ir lwcaise, tii inre wxs a oa lla inflow whielh suldenly
te0 .st or lea tlistH-iiiid i is iy iI]oalJ ,n-boecaause of tle Ilziost serious
omelrgertlv of all. a wallr. Whell war strike is a coil it iv 1id d tBates
it. Is it hrs a a in Ihe of the Erro eanr countried, it disrupts its balance
of av1sie/ts afner the war.*

In ie first place. its p lrodiuetivioy eeracity s so curtaied it cannot
develop an exisw rt iitrket pi ickly.

Senator T rr. It seems to me whlat you say is perfeatly trpec. ht
doesn't it lead to the evonlusion you eankot separate stasililation from
every otsher oligation of a eountry involved; that the only poOsihle
difference is between slhort-te m help and long-term help, enmrgency

help andil pernanent hellY a
tonrl. VIIIT,. The most serious emergency that a cogrntry can expe-

rience is warP. It reduer s exports w hi h imf ml imeds are greatCer than
ctxr. so a crrnirv fiz Itsl it ] withg de1( hl tig forign-ech atge resoirtes
ad wgrea;t uv exp ninte veneds. The stalii atia lion operat ao is preclsel
walt a cil.ltlv of thiat khlt d iredils. Ru ssia fintds itself in need of
foreign exha[ge a nfl ii is going tlo get it in many ways, Its many
ways as she can. I dare sIay lussin will pFiroally he cagee to ohtaacredits from conerms like IBialdwin Locomotive, C;enr'al Electric, and
(lelnal IMol I 4n F ll sa wil oill also tryc to bherrow moey from
mIank ivestoros. I drie say sie w ii at s ten to get te olit eroln, (low-

rninlie t organizations iii nghl ad and thdie Un tl States. I presmne
shie will use whailever avenueis are a vilai lTah, to Ihe to get all lie shbOP-
lerm r-edit. nrediiuerni-tei-, credit, ani ionig-teiiii cedit she, ean, all
tihe avrnlies of f neiffn exchalng that wtla Wnil be av/ainhile to 1eret in-
ch1 idirig her (jiiota in tlhe In ternational Fund, she wvili enoe to tiheli'iiatviltial IPumil aid she will obtain foreignri exchg amigo. how mii uch,
I don 'I know. It depends on w;i, t sie gets from the other olurces.
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Senator TATr. Do you agree with Mr. Brown's statement?
Mr. Wntm May I proceed
We know that shel will comle to the fund. How Imuch she will want,

I don't know. It is not nlikdly sihe may take her jaxiimuain quota.
The ahtenitive to that. which is the samue alternative which exists

) with all countries, and which we wish to avoid, the alternative to
lher getting foreign exchange is that se will adopt one of two, or

both, procedu .s. )lOt she , will cut down her imports, wlhii is an-
other way of saying we ill sell less ind everybody will sell les.

Secondly, she will try to increas her exports and if necessary
dilump on the market wbhatever .goods sliat has. She could resort to all
kinds of rallrgements such ais Gernmany and Japan resorted to.

Senator TAF-. You say so many things that I dlisagree with that I
cannot keep up with you and cannot rvememh er the things ou say, but
it seems to rme the argument you are now making is simply the argu-
meint that if we dont lend every country ait lot of money, somehow or
other they are going to stop international trade.

IMr. Wnlki. That is not tile argument I ani lnaking.
Senator TA1T. Why, yes; you are stating that if we don't give

Russia these credits thley are going to fold up and dmnp a lot of stuff
on our markets. Therefore we halve to lend them a lot of money.

Mr. Wttre. I don't think I said that.
Senator Tkanr. Mr. Acheson said yesterday that there was a restric-

tion on buying the curency of another member of the fund, and it
reads as follows:

The isenlher desirIng to plvrchase the currency represents that it is presently
needed for ,mktng in that currency rayments wblic are consistett with the
pro'lsions of this agreement.

I suggest what you are saying now entirely eliminates thle force of
this provision?

Mr. W rn.i I'm sorry I cannot agree.
Senator TAFTar. ell. isn't that the neVessary conclusion from what

you have been saying about war demands and everylthing being within
the purposes of the fund?

Mr. Wnrrr. No. May I expand a bit on that ? Before I do, may
I digress lo Senator Millikin's question?

I haven't returned to the point you so kindly postponed. I ant
hoping I will have lnme to answer all these questions.

The CanAmA.. You probably will have to be here tomorrow.
Senator 'TAb'. Oh, I haven't even begun to question Mr. White. I

have a lot of other questions.
lIhe C1TATm iX.. Senator, why don't you spend an evening with Mr.

White?
Senator Tx'A. (Go ahead, Mr. White. There are many technical

questions and those are questions which Mr. White is very competent
to answer, but I want to know why the conclusion you make isn't
that practically any need for money today is within the purposes of
the fund and therefore why that doesn't practically nullify this sup-
posed restriction on the granting of money out of the fund to every
nation that wants it.

Mr. Wima May I suggest some needs that would not be in accord
with that?
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Senator TACT. Yes.
Mr, WrUrT, Supposing, using tile illustration you just used as

l'elvani[ to SOie, other discnIsiOl yesterday. supposing England
wanted to buy dollars floim the funl in order to pe rmit India to
witlhraw so.ie of her balances in the form of dollars. a

Senator T, T. Why not? Here is England, not rawaged by warW
blt iviyng to }horrow money from India to puIt thermelves in all
Mdsolutel inile fensihle position; why isi't Ile payment of indirect
balances absolutely necessary

AMr. WHITiE:. Ih ev conDot )IC rchlase exchalnge for that rpupose,. I
would lie glad to go ibt tlv reasons i r voll Ntmt le to tale the time,
but tiher is lni question its io tih facl that ii is explicitly excluded. It
woulid be con1trarv to the [mt 10pses o~f the filidi.

Senato TI-FT. I see no (lifef>ree ibtweIen what you said Engihmd
cannot do ali Russia call do,

ldr. IWrllr,. Yolu al IOllt qllest loling tCie ftl't. V yol i r, quest lolling

lSenator TAtI. , I iareltt trting to shlow there is no difference,
ttI t ill Ole fIlorm 01o notlt i a Io .. ii to a .coii itry is a toan to it gorerin-
init, and thli idea you can separate stabilization and any other loans,
,XCept) in ¥olulle, jiust doesTlt exist. it il coomes o1il of Ille saite pot
in tile end,

Mr. Wni'nT. Inl other words, Nou don't thillInk it ai kes tny difter.e...e
what a coulnlrv uses the fund foi. Ii lhe same way you woild say that
if all ildivitll[ eoIne to a T bainker, Iaid says, "I walit to lirrow

$t,0L" lie banker would say. I)on't tell mie what yo aroi tre ing to
use it for. Tihe only question 1 Ii hae to ask is. 1)o I want to lend it'"
I ihink you will lid t. e hankr would ask, if he is a c(mp*teint banker,
"What do you want this monley forl? There are certimi uses that
are excluded tid lCe mTasonts forT hi!r exhluisioti art!e vai, toil I WOld
be glad to discuss tiei withi vou.ii

Sentodir TAl r. LIo Ie le syou tlhis qiiet lion: Suppose India sl;y s
we wanit thiis loilog to buy pIundI isrepjilenting that it is )resentty
eededli for miakring paylent in that cull'ency, andi they biuy all the
pounids the y can buy; .; Ioitbs later lhev Clid that has badll upset A
tie pouuld aed the pound is struggling along, and they eied their NW
(Iuieny stablized fromtile fund. ihow Cl you refuse the l'They
aie on0ily ipal ing thleir debts.

Mr. WinrlT. We forsaw that ossibiility iand took care of it b
anoier , provision,. If a nemnhber country puirsUes a policy wlhic
will ssellqtue'ntl nmake her depenldeence upon the fiund greater than
rlasonable, if. fo exampiilei. pric expoil of caj iml is resp)onsible for
d(piet ion of etr irsl,'tS, ti t tt woIid )be castle for the flitnd to say to
IIa.; country. "I nll onrv. but you inave depleted your reserves for
this other n)irpose. YIl are dratenting one of tlhnepurpose, of tilhe
fiuii," A eountltr nmust wit at ill ia Wila tiait violates anlly lce of

Irte u rposes of Ihe i fuid. Trhat is why ' Mr. Achlison, I thinlk. so well
poilt(ed out thiait we lave one if tile iilost )powerful protectie cIluse
that aiy lawyer coild d,'aft to enaible uth ( reectors of the fund to
11'ette' ItS rPsoICIFS

Sro itor TArm. Well, I don'l agree with that. I donm think it could
bIe weakeT or ImlTore general.
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IThe CuxIRMA\. N 1 Mr. Witness. we re ulqtied Im. W over tihere (I
the floor to put our Inatlus on the roll (:all. We are gohtg to meet
tOIm .. row at 10: o30.

Mri. W11rn:. Wuhld it int be poslible to go on this aftermoon 1
lhe CnaTR3IaN. No; we cannot. I have iliscovlred Lthat. I think

niext week we will be able to, but while this iegislatioii is pending the
Senators have tolid me they have to be o, the floor.

Mr. Wn rr:, Is it possible to appoint a subcommilttee of Senator
Taft and myself to explore this?

The CIUARItMAN. Why don't you have' untch together We will
adjourn now ultil 10: hI1 tolllOlTW l))orIning.

Wherul',l po' a:t 1:25 p. .n.. loI ]jour'l .et ll was talp i Ulntil
tomorrow, Friday, June 1Io 1945. iut 10: 30 a., in.)
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FRIDAY, JUNE 15, 1945

I~XTED STAT'rES SEXAITE,
CorMMirr~E ox B]AKINo AND CLTTnRRcr

Wmaington, D. C.
The committee met at 10: 30O a. mn, pursuant to adjournment on

Thursday, June 14, 1945, in room 301 Senate Office Building, Senator
Ro rt F . Wagner (chairman) presiding.

Present: Senators Wa ner (Bhairman), Barkley, Radcliffe, Mur-
dock, Fulbright, Tobey, Tft, Butler, and Millikin.

The ClJAmItAX. The committee will come to order. We are still
hlearig from the distinguished Assistant Secretary of the Treasury,

Mr. WoIrrE, Mr. Chairman, Mr. Ned Brown, of Chicago, is here,
and. as you know, he is very busy. We would not like to keep him in
Washington idle any longer than is necessary. Would it be agree-
able with your comrittee if I retire in his favor and then as soon as
he is through I will be on the stand? I will be here should lie got
thronbh before the end of the session, or whenever the next session

The CHrAnUMA. Is that agreeable with the committee?
Very well. Mr. Brown.

STATEMENT OF EDWARD t BROWN, CHAIRMAN OF THE BOARD,
FIRST NATIONAL BANK, CHICAGO, ILL.

M Ir. BRowN Mr. hairmnnan, my name is Edward E. Brown. I am
chairman of the board of the First National Bank of Chicago. I was
one of the delegates, as I think all of the members of the committee
know, on behalf of the United States, at Bretton Woods.

Prior to that time I had been at Atlantic City where the experts of
some 18 nations met for about a month. Before that I had been
in the Treasury reviewing the record of some of the bilateral dis-
cussions which had taken place between representatives of our Gov-
enmnent, te Treasury, State, Comnmerce, and Federal Reserve par-
ticipating in them, and various other governments.

1 hiave no prepared statement for your committee. Beginning 2
or 3 years before Bretton Woods there was a general recognition
that at the end of the war in the case of a great many countries, both
those deviastted in the war and other countries whose economy had
been seriously disrupted by the war, but which had not been physically
devastated, that they could not maintain currency systems without
some outside assistance. The bilateral discussions revealed a gen-
eral agreement amongst the various nations that it was deirable to

Tl5l7 1 4 -- 7 $1
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set up some sort of an international organization to assist in the
stabilization of currencies, and make it more feasible for countries
to settle their balances on current account.

It was also felt that after the experience of the last war and the
experience of the 1930's, that private lending on a large scale forO
reconstruction and for the development of undeveloped countries
could not go forward except under some form of a guarantee, either
of our (iovernment or of an internationalmd organization; and that it
was desirable to set up an international bank for the purpose of en-
couraging long-term loans by the citizens of countries which were in a
position to export capital to countries which could use it advantage-
ously.

(hOt of the bilateral discussions and out of the conference at Bretton
Woods came tihe two agreentents that are before you. The first relat-
ing to the international monetary fund is essentially a credit organi-
zatiion-a I.tlu al credit olgafizalion.

Each country is assigned a quota. It puts up the amnount of its
quota in gold or its own currency, principally in its own currency,
and in return it receives the right--the conditional right subject to
various limitations and restrictions to obtain credit from the fund
in the currencies of other count ries up to the amount of its quota.

The Bank for Reconstruction and Development is based upon the
prlinciple that the export of capital by a country in a position to export
it to countries that can alvantageously use, it, whose preoductive
capacity is increaued by getting it, which has reasonable or good
prospects of being able to return it, is advantageous not only to the
country that loans the money and the country that receives it, but to
all other trading and manufacturing countries of the world, because
it promot{s a hligh level of international trade.

It was fTt that after the experience of the people of tihe United
States w\ith foieign loans in the twenties and thirties and the many de-
faults that occurred, the people of the United States would not loa,
money abroad except under some form of a overnmental guaranty.
That guaranty could be given by the United States by the making ofg
a loan t Wlnugh sone organization like the Export-Import Bank, or it
could be given by an international organization in which the risko
wouild be shared by all the principal trmln~ l countri¢~.

Senattor Tart Did you say youl didn't think it was possible to
develop the export of capital without Government guaranty?

Mr. B1owiw. Not on any large scale without some sort of guaranty,
Senator. While we could do it througlht the Export-Import Bank, or
sonie other similar oraanization, since all the other countries of the
world would benefit by the export of the capital from the United
States and from other countries, it was thought only fair thamt all tihe
enOitriie should share in the rlsk involved in thie extension of such
long-term credit. The bank has met with gneral acceptance in this
count? and unless the committee wishes me to discuss it, which I shall
be glad to do, I will direct my remarks to thie fund.

Senator TArr. I think it Duight be a good time to discuss the bank
and tile policy that is involved in it. That is, if that is agreeable to
the chairmann--before he goes on to the fund, if he has time to do
thamt.

The CHanAnN. Yes.
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Senator TArt. We haven't disutsaed the bank yet. Do I understand
you feel this export of capital is an esisential feature of postwar
American policy for the benefit and general improvement of the

Aworld?
W Mr. BRowN. I think it is highly desirable both for the benefit ofthe world as a whole and for the benefit of our American economy.

Senator TAn. Would you agree that this Colmer Postwar Eo-
nomic Report in the House of Representatives, which says, I think, as
I remember it that they believe that we should invest abroad at the
jate of-I think it was two or three billion dollars a year for the next-
well, 10 years ahead, so far as I can see?

Mr. BRowN. Personally I doubt if our total export of capital should
reach that sum. I was one of those who believed that the export of
capital if it is made at too grelat a rate to he in harmony with the
economy of this contly and in harmony with the economy of the
c(nntrii s receiving it, tfht it can create ebts which cannot possibly
be serviced. I think it is difieult to say or predict how many dollars
we should exort oiln an avers e. I have heard statements that ex-
ports of calpital of as nmuch as fe or telln billion dlollar a year should

be made. I think hlt is too mmlji Whether two or thlree billion
diollars is too mulch. I don't know. If you ask my own personal opin-
ion, Senator, I woult say that pobably frob na a tilliou to two billion
dlollars a year s iwould be mote nearly i dea i able monnt.

Senator 'Arr. This is the statement of this Cohner conmittee,
which, I assume, is in acord with the general Treasury policy:

It thesn meiurrs are adopted. if tlie United States reaches a satifactory
solntion to its poitwar problkes, prctqllitn loal fonr ihe .11 of two or lree.
bllion dollars my be mude for so)me time after the war. Ledllng of this
.. agliltlde wonimd hilteo a lasting beorntat both to thn United Stats and the
reat of the world.

Then in another place they say, "After a period of 20 or 30 eatrs of
nmakin, foreign loans and direct foreign investments the position of

the ITnited States will i* simiular to that of the United kingdom before
the present war," Do you think that is an excessive amount of foreign

ALuans and investment, or not? You say5 billion a year is too much.'91w~ you think this is reasonable?
Mr. BRd6wN. I would say it was roughly reasonable.
Senator TaTr. So that would retuire a loan policy that was beyond

anything contemplated in this Intermntional Bank. wouldn't it?
Mr. BRowN. I dont think so.
Senator Tar. As I understand it the International Bank is limited

to three billions of dollars, approximately, in their lending policy un-
less we put in more.

Mr. BaowS. No. The Bank will operate primarily by guaranteeing
loans, and it cannot make or guarantee loans in exce'S of its unim-
paired capital. Its capital is approximately $10,00,000,000, so it

oequld guarantee loans up to 10.000,000o000 in dollars and those loans
could be floated in the United States.

Senator TAnrr I didn't under.tand that. Do you mean to say that
American banks could make loans up to $10,000,O000 and have themn
guaranteed by the bankt

Mr. BaoWN. Yes.
Senator TArt, But if loans are made in dollars, they are subject to

the veto of our representative on the bank, are theyl
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Mr. BrowN. They are.
Senator TAm. Although we onjly put $,000,000,000 in, they can

loan 10 billion ?
Mr. BrowN.. Yes. a
Senator Tra. How do they get the other $7,000,000,000 in case the

are called upon to pay it? Because the other 7 billion is in poune
and Czechoslovalian money and all sorts of money-how do they get
the other 7 billion to enable them to make good on any such guaranty

Mr. Bnowx. Well, assuin ig 50 percent of your loans are defaulted,
that would be $5,000,000.000 which would mean that to make up the
$10,000,000,000 guarantee they would have to collect $5,000,000,000
from the subscriptions of various counties.

Senator Tat. It gold or dollars?
Mr. BROWN. In gold or dollars. The subscriptions have to he paid

in gold or in the currency in which the guaranty loan is made-we
will assume dollars.

Now, take the United States contribution of $3,000,000,0 and take
Canada's and Cuba's, and the United Kingdom, the Scandinavian
countries, Holland and Belgium, it is inconceivable to me that you
would get a silunation where even if the whole $10.0000,00,) were
guaranteed that the guaranty of the bank would not be goal. I think
the bank is a highly conservtive institution in that respect and there
was a great deal ofcriticesm of it at Bretton Woods in that instead of
rlaving power to nake or guarantee loans for only $10,000000000
that is, only equal to the amount of its unimpaired capital, it should
have authority to do that for two or three or five times that Amounot.
Finally a fight was made that it shmuld have the right to guarantee up
to one and one-half times it capital, but the more conservative view
prevailed

Senator TAnr. Do you think 'ouilr repreentative in the Treasury
would be likely to approve loans in dollars of over $3,000,000,000,

Mr, BRowN. Overaperiodof years; yes. Islouldsaythatourrepre-
sentative would not approve loans which would riepresent an export
of capital to a deree that would injmniously affect the economy of theI
United States. If we were in a boom era and prices were high, youO
mnighlt increase the boom by foreign lending and reduce at the same
time the supply of capital available in this country. Under certain
circumstanms I think they would tend to hold down the amount of
dollar loans they would approve very materially.

If on the other and eonlitions; this euntry were suchnell that busi-
ness was slack and that it was highly deirable that more manufactur-
ing should take place, they might rely well adopt a more liberal policy.

Senator Tart. Do you ftor' the making of foreign loans by the Gox-
ement to stimulate manufactulring? Do you think that is a sound
economic policys

Mr. Bsowr. I don't know what you mean, Senator, by this ques-
tion. These loans are to be made by private individuals. They aye
to te guarxiteed by an international'organization, of which it is true,
we have about 0 pcent, but in wlich all the other governments of
the world are met, and I think that it is sound business for such an in-
stitution, and I think it is sound bsines for the Export-Import Bank
to guarantee foreigm loans.

Senator Tart. I understand that, bt II was questioning whether--
you stated one of the reasons for making it was if we didn't have
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enough manufacturing in this country--to stimulate rnmanufacturing.
Mr. Baown. I didn't state that, Senator.
Senator TAn. Then I misunderstood your statement. That is what

I wanted to clear up.
Mr. BRoWN. You asked me if I remember it, whether I thought that

the representative of the United States on the bank would a pprove
dollar loans to the extenlt of $10,000,t)/,000. I said that I thought
he might, that the amount of loans he would approve in any one year
would be governed in part by the conditions of employment and pros-
perity in this country. I think that is correct

Senator BAIKLEY. Right thelre, I would like to ask, in any policy
of loaning money, direct loans by the Goveriment of tie United ates
to stimulate e.,ployment, loaning to foreign countries would be wholly
outside of this organization-t is does not contemplate direct Gov-
enment loans to other people, does it?

Mr. BROWN. It does not.
Senator BAHKUX¥. It is a guaranty by this bank of loans made by

private institutions?
Mr. Baows. Yes.
Senator BARnLEY. We might assume that they made loans up to

$10,000,000,000. You certainly could not assume that all of them
were going to default and the whole ten billions would go into the
sinkhole. 'The amount of the liability of the guaranty--he ultimate
amount of tile guaranty would depend on whether any of them de-
faulted. If none of themn defanltedl. of comrse, the capital would re-
main unimpaired.

Mr. Baowx. That is true.
Senator TAr. Am I mistaken? Isn't the bank authorized to make

direct loans if it wants to?
Mr. Baowx. The bank is authorized to make direct loans out of its

own capital paid in. It is also authorized to borrow money and the
amnount of its borrowings and its guaranties cannot exceed its unim-
paired capital. If it loans money in dollars it must borrow in dollars.

In other words, it camnlot borrow dollars and make loans that are
not repayable in dollar. hit other words, it has got to keep a covered
position in dollars.

Senator TArr. What I meant is that it may make direct loans or
it may guarantee other people's loans. It cannot do one thing in
greater volume than the other. It cahnot callin this capital.

Mr. BaowN. It cannot call in its capital except for the purpose of
meeting defrt its on loans bltroid the initial 20 percent which is paid
in. It can only call the alitional O80 percent for the purpose of
meetting losses.

Senator TArt. So it does contemplate primarily a guarantee system.
Mr. Biaows. Yes.
Senator TArt. Not direct loans-the direct loaning power is more

or less liited; is that correct?
Mr. Bno{vx. If it found it more advantageous to sell its debentures,

for ihstlw(e, for dollars, it could use the proceeds of those debentures
for loans eualll to the amount of dollars it borrows.

Senator TaFT. Having called in the 20 percent, do you think it
likely, supposing the bank is in operation successfully, is it likely it
woul try to sell debentures in the United States too, in order to

95
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raise more money for direct loans, or not? What do you think is the
probability of the policy?

Mr. BROWN. I think it is quite probable that it might at some tmne
do it. If there were a number of small loans, rather than guarate- a
ing loans to Guatemala; or some other country, of $500,000, it
lump a number of loans and make a sale of a five or ten or fifty million
dollar issue of debentures. I think the probability is that the greater
part of its operations will be by guaranteeing loans of other countri,
but I think it will probably also sell a cZrtan amount of dehtuies.
It cannot sell debentures payable in dollars or float debentures payable
in any other currency in the United States without the consent of the
United States representatlve on the Board and it has to maintain a
balanced position as to any obligations it inmurs and the loans repay-
able to it, so that if it loans dollars it would have loanus equal the
amount of its own obligations repayable in dollans.

Senator TAvr. Debentures like that would be pretty much sought
after in the United States, probably, wouldn't itA mean it would
be a pretty good security.

Mr. Bnowx. I should say that with the conservative limitations put
upon the bank, in the present money market a loan guaranteed by
the bank, or t dlmulut re of the bank, would probably sell on a 3-percent
basis. That is a mantter of judgment and foLi mre money market.

Senator Tar. Do you favor in addition to this balk, the enlar e-
nment of the Export-Import Bank ? Would you contemplate that tlat
bank also would in effect make or guarlante permanent investments
in foreigni countries?

Mr. BlRow. I)dl I state I favored enlargement of the Export-lm-
port Bank?

Senator TArA. I though you mentioned it. I don't know. You
mentioned it as being a supplement to the Internationall Bank;
whether you meant to enlarge its capital, or not, I wouldn't say. But
its present capital is only $750,000,000 and is pretty much used up, so
I assume that it would have to be enlarged.

Mr. Blrowx. You ask me the question if I do favor the enlargement a -
of the Export-Import Bank, and my answer would be yes, but when
you put a statement into my mouth that I didn't make, I don't like
that.

Senator TArr. WVell, that was not intentional. I am sorry. I
though that was in accord with the general policy that has been
advocated of increasing it from $750,000,000 to $2,(p,00,000, or
solime point that has not been decided on. IHowever, what I wahted
to ask was wbether you thought part of this foreign investment
should be made through the Export-hlnport Bank as well as what is
made through the International Bank.

Mr. Baows. I think there are certain types of transactions which
should be made through the Export-Import Bank rather than through
the International Bantik for Reconstnction and Development.

Senator Tart. What are those? We will probably have that bill
before us? What are the types of investments to be made in that
way?

Mr. BRowN. I should say for instance, if Mexico wanted to im-
port a considerable amount of American agricultural machinery for
the purpose of reselling it to its agricultural population and that it
would have to take the notes of its farmers payable over 2 or 3 years,
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muchi as agricultural implement dealers give time to farmers in this
tountry on the purchase of agricultural implemnents, that such a loan
with the term running 2, 3, 4, or 5 years, tihe proceeds of which were
to be nused exclusively for the purchase of American manufactured
goods is the sort of an operation which ought to be taken care of by
the Export-Import Bank.

Senator Tojin. In other words, short-term uses instead of long-
term security

Mr. BROWN. I would say shorter loans. These long-term loans arc
the sort that would be bought by insuranceomanies trust companies,
amnd individual investors. They do not liketo buy obligations payable
ii 3 or 4 years.

Senator Tzar. As I remember the ExportIport Bank made a loan
to Brazil in connection with the building of a steel mill. Would you
think that that kind of a thing would now be transferred to the Inter-
national Bank and reserve the Export-Import Baik for shormtrnn
stuff?

Mr. BRowN. I don't know about the details of that loan, although
we hold part of it in our bank uInder the guarantee of the Export-
Imnjort Bank. I would say that sort of a transaction would nrmrallvy
go to the International Bank for Reconstruction and Developmet
rathler than tihe Epx ortImnpovt Bank.

Senator 'rAr. r ve you any views on the Export-hnIport Bank as to
whetier its loans should he made to governments or guaranteed by

goivernme nts. or whetliher it should be miade in the odi mnary fumctionmu
of expot tr ade to private individuals? This Mexican case you men-
tioted is a loan to the Mexican Goivernment to enable it to finance its
growers. Do you think it should be confined to Government loans, or
not!

Mr. BRowN. Well, I would say that thle loans ought to be made as in
the case of the Brazil Steel Co. and in many css, to private firms.
I think in every case the guarantee of the government or the central
bank of that government should he required. My reason for that is
lbat unless you get such a guarantee you have no assurance that the ex-
ebange will be muade available to pay the interest and amortization of
your loan; but eitler in the (ae of the International Bank for Re-
construction and Developmnent or the Export-Import Bank the loans
would be made to private corporations or municipal corporations, but
the guarantee of the government t of the central hank, would be re-
quired primarily to insure that the exchange would be available and
also to give the benefit of greater security to the loan.

Senator Tnrr. I thought under the International Stabilization
Fund exchangel would be always available to governnments making
loans. Do tliey inpose any restrictions on private transactionts of
normal eharacter?

Mr. BRowN. There is an express provision, I think, that presently
existing exchange controls can be maintained during the transitional
period of 5 yeas. There is also a roviso that the resources of the
bank shall not be available for capital export.

Senator TA.r. Yes; that is true: but the question of exchange--it
seems to me the purpose of lthis was so that you could be sure there
would not he-the purpose of the fund is to assure you you won't have
that-I don't think it would do that-certainly not for 5 years. So I
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think the argument you make for the Expot-hmport Bank asking a
Govenlunent guaranty was probably sound.

May I ask one other tlhing One of the general arguments for
this is that it will produce peace in the world. I am a little troubled

by this theory of exporting capital so that we own billions of dolarsal
of property all over the world-haven't we experienced that that
has created hard feelings? We have been absentee landlords and
the are aiwars accusing us of exploiting people. Isn't it likely to
build up hostility to us rather than any genuine friendship?

Mr. IBowN. You say that has always been the result. I think our
largest export of capital from the United States has been to Canada.
I should say our relations with Canada have beern greatly benefited
by the fact that American eitizens have invested very large sums of
money and they are deriving large returns fronm their invetmenti s
in Canada, I think the same thing has been true in a good many
other eountries. I am quile willing to ailgree with you, Senator, if
we go to a South American country and representatives of the bond-
house bribe the government to make a loan at very high interest
rates and then the money is spent by contractors and a large palrt of
it is wasted, or perhaps it is used to build an opera house, assuming
the opera house was built without graft, but the loan was unprodue-
tive, that when you come to colleet the interest and principal on such
loans, that it does result in hard feelings. I think that loans that are
made with the proviso in the International Bank for Reconstruction
and Development, that the purposes of the loans shall be carefully
looked at; that they should be of a nature to aid the productive
capacity of the country and ability of tie country to provide nmre
goods for exports and thereby obtain more foreign exchange--I think
that international investments prolerly made help'intertnatioal rela-
tions. I ti nk the relations between tngland and this countLry were

Puedaretprto Rico the Aeeomercntsga of tbes Centa Puerto Rico are

greatly stimulated by the fact that for 50 or 60 years English capitalinlayed a great part in the pievelopiar ent of the Centdoal Iest and Far
st of this country.

Senator TarT. Do you think that improved feeling toward Eng- aland in the Central West?
Mr. Baows. I do.
Senator Tart. Well, I certainly do not. I went down last ear to

Puerto Rico. The American sugar compamies in Puerto Rico are
the target ot every Puerto Rican politician as having exploited thie
people of Puerto Rico. I don't think it is true.

Today in Cub, the fact that we have invested large sums of money
in Cuba is the principal argument of the tremendousy growing eom-
miunistic movement in Cuba todda. It enables them to build up feel-
ing against the United Stat rs and American capital.

Senator MILLIKlI. May I interrupt?
Senator TAnrr. Sirely.
Senator Mmutrrw. Mr. Brown, is the line of distinction perhaps

between coulntries that have a standard of living comparable to ours
aznd those countries which have a very, very inferior standard of liv-
ing in comparison. For example, you mentioned Canada. We have
much the same oatlook and a relatively comparable standard of liv-
ing. We don't have those same streses and strains -that Senator
Taft mentions in Puerto Rico whelre we have a revolutionary move-
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nuent because people are oppressed. Isn't the distinction to be found
in the conditions in one kind of a country as distinguished from the
other?

Mr. Bnowin. I think in Puerto Rico you have political dominationa bv the United States. I think in the ease of countries like Argentina
Wwhre there are very large American investments by meat-packing
concerns owned in the United States and where the standard of living
is certainly lower than it is in this country, that the investment of
money down there which has greatly increased the productive faeilitiea
of the Argentine, has tended to promote good feeling.

Senator Mnlxix.. May I ask one more question?
Senator TAt. Surely.
Senator Mixanrn. Is it the intention of the bank to attach social

conditions to its loans? For example, let us assume we made a loan
to X to the south of us for the construction of a steel plant. Would
there be any conditions attached to the loan regarding the wages

to those who build the steel plant and the wages paid to those
who operate the steel plant? Would there be any condition of that
kind attached?

Mr. Bnowi. None are set forth in the document. There were cer-
tati people at Bretton Woods, certain technical advisers and volun-
teer advisers, even to the American delegation who thought that it
would be desirable to impose conditions regarding labor unions and
wage rates and other things. Once the loan is made the money can
only be spent on an audited svstesm of vouchers. Generally speaking,
the only amount that can be loaned is money required to pay for the
foreign exchange which is oquired to pay for the imported articles
that go into the project. For instance, if we loan money for a rail-
road in Brazil we would loan them money for the rails and signa
equipment and locomotives. We would not loan them money for the
labor to build the track or the ties or for the station buildings, which
the country would have to provide out of its own capital reSurces.

Senatoor Mua. In addition to the carge in the country where
we have made the loan that our money would be used to oppress peo-
pile, I am wondering what the effict would be in this country on some
segments of our population. Would they feel we were uasing our
money in foreign countries to obtain sustandard wage rates, and
so forth], In other words, would you he building up agitation in our
own country tihough the use of our money in foreign countriest

Mr. Btown. I cannot see any possibility of that. If you loan money
for the purpose of developin foreign countries or opening up their
agrieulture, or for the pi'rpter of aiding in their industrial develop-

1ing, thle natural effect of that would seem to be to raise the standards
of living in those comntries.

Senator MunK1u. What was specifically in my mind was that in a
number of loans we have made to tile south of us during tile war in
order to encourage the production of war esential minerals we have
attached in one way or another provisos for wage scales which are
substantial13 higher than those which prevail in the country getting
the loan. That has resulted in quite a lot of internal trouble in those
countries. I am just wondering not only what the effect there is going
to be, but what the effect here of loans of that kind might be.
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Mr. BRoWn. Well, there is nothing in the bank proposals whieh
would justify the bank interfering with the wage sales or union con-
ditions of the people engaged on the project.

Senator Mnaaxn. Like all bankers, they could interfere as bankers
do, if they wanted to; couldn't they]

Mr. Bnowh-. I wouldn't say that beause the money which is loaned
is to be used to pay for foreign exchange for imported articles inconnection with the project. It would not be used to pay the local
labor on the project. If we loaned money to Brazil, for instance, in
order to pat for rails imported from the United States and from Eng-land or a signal system imported from Sweden, I cannot see how it
would affect--how we could possibly impose any labor conditions on
Brazil in connection with the project.

Senator MnnuN. That would be outside of the functions of the
bank, would it?

Mr. BalowN. Ono of the defects in international loaning in the twen-
ties, particularly as itapplied to South America, but it was also true
of Germany, that no differentiation was made helween the loan of
money needed for the foreign exchange in connection with develop-
menit projects and loaning them money required to pay for purely lcalexpenditures for labor and home-grown supplies.

Senator RAncwn. Mr. Brown, whenever loans ae made by abank or any institution, there may be indirect results affecting social
onditions. That would apply in this country or any other country.

But it seems to me to be rather unreasonable to expect a bank toso xuide its policy because these indirect results might come about.
Senator TAnl. Don't you think there are a lot of people in the

Government today who would like to use that to raise wagest I don'tsay it is a bad thing. I am just asking whether you donkt think that
is ikely to happen.Senator BnalreY. Mr. Chairman, what is the use of speculating
about what some individual banker might want to do, or what his
motive might be? It seems to me to be using up valuable time. I
would like to have Mr. Brown get into the fund, if lie has said all he
wants to about the bank,.

Senator Trr. I han',t quite finished my questions about the bank.
The CUA*IMUA. W~ell, Mr. BPrown sulgestedt that this last matter

w were discussing had nothing to do with the provisions of the articles
of agreement for tihe baink.

Mr. BRowN. I am glad to answer any questions about the bank,
but ou knowl better han I do what sort of people are employed bythe tiovernment. 1 don't live in Washington, and you do.

Senator TaFT. Well, I will have to draw my own enclusions froni
thart.

Senator BAumKl.. I think it ought to be said that on the whole they
are not below the average of American citizens.

Senator TAn. Of course, it is true when a man makes a loan of
money lie can attach any condition to it that he sees fit; that is, he has
that power. Under this Inteniational Blank they could impose con-
ditions if they wetned to; whether it would be wise or not we cannot
judge at the present time.Mr. Bxoww. Yes; and they will impose omditions such as that the
money has to be used for pnmlrase of imported material, since the
loan is designed to provide foreign exchange. They will imnoe con-
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ditions that the project has to) be useful, to increase the produetive
capdy of the country.

You ask me whether they are going to impose conditions about
wages and working conditions, meion conditions, and I would sy tihre
is no intention in the draft of the document that they should do that.

Senator TAnr. Mr. Brown, 1 only want to suggest tat international
investment on such a scale as this; it seems to me, would make trouble.
You brolught up the qtestiou of Canada. In Canada American money
is looked upon practically as Canadian money. Ther is such close
friendship between the countries there is not likely to arise any feeling.
But in other countries it is always a question. The moment a foreigner
conies in, that fellow is a foreign devil, or hie is exploiting their people,
or he is an absentee landlord.

I only wanted to suggest that that kind of thing carried o on such a
tremendous scale as seens to be contemplated here-i am just won-
dering whether that would not be prleative of more hard feeling
than it would be of peace.

Mr. Bnouw. It is my opinion that international investment on a scale
that increases the prildustive capacity of countries who cannot pro-
vide their own capital, which advances their developmeant by many
years, if it is nmade on not too large a scale and is made for productive
puirposes, will increase inteinatioinal good will and good feeling,

Se nator TA'. Just as another instance of what I had in mind,
Ibsides Cuba, there is Mexico. Appiarently the feeling against Ameri-
call invec4nents in Mexico and the ill-will was so great that the
governmenrt confiscated all American oil wells. How are we going
to waardl against that in the postwar period, against the confina-
tion of Anmerica, investments-or international investmentsd How
can we prevent a continuation of tlhat?

Senator BARKLEY. Isn't there suite a difference between a loan
nubda by this Internuitionl Bank or development purposes and the
private exploitation of foreilgners going into a country and gobbling
un all their natural resources, whih is what happened very largely in
Mexico

Senator TAmn. Since Senator BarkI, interrunpted me, may I say I
cannot see any difference between foreigners going in on thuir own
and gobbling up ~resomrres on Ihe one hand, and on the other hand,
gobbhng them up on the guaranty of an international bank? It is
both gobbling up rources.

Senator Ba.nsLw. In the latter case the exploiting would take place
by the citizens of the country where the money was borrowed and
not by somebody on the outside. If you go on the theory that any-
body who bonrros mloney is going to'be mad at the lender, the Gov-
ceirnment of the United States probably is awfully sore at everybody
in this eountry becnuse it is borrowing a lot of money from all of us.

Senator Tapr. Thnis is t a qestion of borrowing money. It is a
queion of foreigners comin g in d owning your big plants and
resourcs. Th is not only an Internatioal Bank; it contemplates
American investments all over the world as I see it, and I want to
suggest that while some of that is all right, if it is not carried to
extremes, I think it is going to make more trouble in the world and
more hard feelings than it will do good and promote peace in the
world. You don't agree with that.
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Mr. BrowN. I don't agree with that. I happen to have been in
Mexico a great many times. I don't agree with your Mexican
analogy at all.

Senator TAre. Well, if Mexico had done that to us and we had
been sorme other country-if they had taken and confiscated our oil I
wells and we had been some other country that I know of, we would
have gone to war about that. It would have baee a cause of war,
the fact that they had confiscated our citizens' property in Mexico.
It happ ied that we had a Goovernent determined to be at peace
with Mexieo and trouble was avoided, but that kind of thuing mighteasily lead to war, as I see it.

Mr. BrowN; Then I would say that a loan guaranteed by the Gov-
crnment or by the Central Bank of the Government, as provided in
tSle International Bank for Reconstruction and Development would
give you a safeguard against a charge that you had gobbled up their

natural resoures. We canceled a lot of iwesntments of various oil
companies in Teapot Dome and Elk hIills after they had been made.I don't want to go into a discussion of the Mexican oil situation, but
at least the Mexican Government claimed a good miany of those oil
concessions had been obtained by means of-

Senator TAnr. The International Bank will have a representative,
won't they-

SenatorBantrY. Let him finish his sentence. By meansof what?Mr. Baown. By fraud.
Senator BARKLEY, Yes.
Mr. Bnowx. And bribery.
Senator 1BARaaY, Anyhow, this Internationanl Bank will not be

loaning money to Americans to go into some other country to develop
and exploit it; they will be making those loans to some foreign agency,
will they not, to develop its own country?

Mr. ]ItowN. It will probablr loan it to some Mexican corporation,
privately owned, possibly munieipally owned, perhaps some province,
perhaps to tie Goverement iteelf.

Senator Tarp.l It miht beither, might it not? It might be an
American who had obtained a concession fron China, we will say, to
go in and build a mill in China?

Mr: Baown. It could be.
The CltA*MAxN. At Bretton Woods we talked about international

cooperation. We were rquite insistent we were going to have that, too.
We are not talking tbat way here now.

Senator BDUN. In the making of loans internationally the psychol-
ogy n't any different frolam making loans domestically by your ownhank. If you owe a loan and you get in trouble you are not making
friends wiih the banker. The banker is generally a pretty good fellow
until collection day comes along. Of course, if he has made a good
loan in the first place he mlay keep the friendsfip, but otherwise the
borrower isn't very friendly.

Mr. BaowN. Well, I can only say that I have loaned a lot of money
as a banker and that I still count most of the people who borrowed
money from us amongst my friends.

Senator Burmv., Well, you made wise loans.
Mr. BaowN. I have had people blame me for loaning them too

much money, parieularly people who thought I ought not to have
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loaned them any in 1928 and 29, when they were very anxious to
borrow it.

But, generally speaking, I think a bank grows through ifs ellusto-
mers who have borrowed rom it and who renmin friends of the bank.

Senator BArKLsr. If this is the only day in which Mr. Brown can
appearhere, I think we ought to get down to the fund.

Senator Tam. May I suggest that while thire bank is less eontro-
versial, it involves in some ways a more fundamental departmure and
has greater hearing on the general question of the fhtnre foreign-
trade policies of this country thai the fund over a long period. I
think that is very important. I don't think it should be neglected.
It has been neglected from tile very begininng. It was draged in
as a sort of a stoephild. I don't see how ther can be any objection
to investigating tie policy of the bank which is a part of American
foIrign investment.

Senator M the XNd. I thkink the point is that this particular witness
has to leave and we want to get some testimony on the fund from him.

Senator TAm'. All right. I have finished, as far as I am concerned,
Thein ClraaMN. Very well. We will go to a consideration of the

fund now, Mr. Brown.
Mr. BaowN. W ell, I have taken part in a great many discussions

in a great many places on tl~e fund, I have heard, I think, almost
eery possible ohieetion which can be raised to it. I think tle objec-
gtions to iwe fed in the st analysis center around the aiwo things, ona

the part of informued critics of it.
First, the fund is a kind of novel loaning institution in that it is

not up to the manageiit't to determine who shall have credit and to
impose-if they give crdit-sc oditions as tey se fit, bg t the

borrower has a restricted and conditional right to borrow money up
to the amount of its quota. rmat is an idea which is opposed to the
general thinking of bankers, of whom I happen to be one, and busi-
nessmen who believe that the lender should ihave the right to make
or refuse a loan; should have a rigt if he makes a loan to impose
an conditions that he wants on the making of the loan.5 If I could set np an International Monetary Fund and leave that
disretion in the ands of thie fund management and get the other
nations of the world to join in it and put up their share of the capital
required for it and to assume their share of the risk, I would be in
favor of doing so, but I think to anybody who took part in Bretton
Woods, who took part in Ihe Conference and heard the repcesenta-
tires and exportsq of other countries at Atlantic City, who settled
nothing, but put forward their views, who have gone over the record
of some of these bilateral discnuions, would reaize that he could not
have gotten any great proportion of the various nations of the world
to go into an mtrnsational stabilization fund unless their rights of
acess to it were defined, Their rihlts of access to the fund are not
automatic as some reople state. '1hey are subjeet to a good many
conditions and restnctions.

A country cannot take more than 25 percent of its quota in any one
year. It nmust borrow the money for the purposes of the fund andl
represent that it needs the money for the purpose of settling tranate-
tions on etrrent aecount.
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The fund management has the right to refuse even initial ace&4
to the fund if it finds that use of tile resources of the fund would be
contrary to the putposs of the fund and injurious to its olher merm-
hears. The agreement necessarily is a compromise between the point
of view of leaving absolute discretion in the management of the fund
and glying an absolute right of accesqs to the fund onil the part of the
members. I think the restrictions arm such that with proper man-
agement they will work, I think the interests of the various cou1-
tries in the fund, not alone of the United States, are such that they
will see that the restrictions and conditions are not violated.

The second greatest objection to the fund, or the one most often
urged, is the objection that the whole thing is premature, that you
cannot possibly have currency stabilization until the world is settled
down, until various countries have balanced their budgets, until they
have built up a balanced state of trade where their exports and iun-
ports, including services on both sides, balance each other, till the
danger of internal political upheaval is past.

Again. the question comes that the condlition of a grat many
Europet an r-devastated corntries, the condition of a great ii any
countries whlose eceonomiii yave. been compltely dislocated by the
war, is such that without outside assistance they c.annot on their
own resources set up a eurren( y which their own citizens will accept
and use as a basis for even ishort-term transactions.~ 1'hey canm.
have a currency which will have such a relative stability that tlheir
people will be willing to engage in foreign trade, nmnuifati're for
export or nmake contracts to buy goods for imports, because they do
not know what their costs may be or what prices they will get if the
exchange value of their currency fluctuats rapidl.y And unles
Something is done it is my belief that you are going to have a con-
tlnuing chaotic condition in those countries and that they will in-
evitably go to some formi of totalitarian government, simply because
it will he the only way that their people can get folod to eat. And
I think tlhat if siuch a )hang happened apart from the destruction of
any possibility of increase in foreigii trade it would ineream military
an naval expenditures on the part of the United States that wouldt
cost us far more than any possible risk that is involved in our cont i-
billion to the fund.

Senator TArr, I dI not quite understand. What military operation
do you refer to?

Mr. Baowaw. I would say, for instance, that if another war broke
out-

Senator TAr-. 01, well if another war broke out, I agree it would
be infinitely more expensive. I thought you said somenothing glowing
out of a particular country that went Communist or something of
the kind, or was disturbed by failures.

Mr. BnowN. VWell, I think hat chaotic ecronoic conditions in a
country produce civil wars and civil wars are apt to produei wars
between nations.

Senator TAre. I think that is right.
Senator MnnrNIX. Mr. Brown, would this be a coect statement

of your thought, which I think is a very interesting one: That as you



HMYfOŽ4 WOODS AGREEMENTS ACT 105

have an increase in totalitarianism our own military risks increase;
therefore we have to spend more for arnnmament, and so forth? Is
that your thleory

Mr. BaowN. I think so. I would put it this way: As unsettled
anld revolutionary conditions and wars in other parts of the world
increase, our own neceity for expenditures on aulament increases.

Senator MILMKIN . In other words, in the absence of actual involve-
ment in war, necessarily we would have to increase our expenditures
for militawr preparation due to the increased tensions in the world
ltue to the things you are talking about#

Mr. Biows. Yes. sir. It seems to ml that you simply cannot wait
before you do sometling about it. Now, it is perfectly true that we
as a government, thllrgh leld lease or some other device, can give
great quantities of money to various countries through direct loas,
subsidies, what will you; but it seems to me that going into the In-
ternational Monetry Fund is a much hecaper and a much less risky
way of bringing about a result which is very ncessary for the self-
interests of the United States, because I think we do need foreiga
trade. I do think we do want to avoid chaotic conditions in tie rest
of the world, in our own self-interest. Unless you have some relative
degre of curreny stabilization, you won't have any geat volume of
foreign trade, and you will have very heavily increused military
expedmitures.

Senator Ma~tnN. Mr. Brown, you say that from the standpoint
of a Senator who is trying to pass unbiased judgment on the matter,
he has to decide whether these particular measures together with the
whole program of foreign help will tend to halt or at least ameliorate
the progress toward Communist or other totalitarian forms of govern-
nmert, or whether we are simple throwing a bucket of water into a

great eonflagration and wasting it; isn't that true From our point
t5 view isn't that one of the things that we have to consider It is

your tlhery. as I undrstand, Mr I Brown, that doing these things
will halt or have a tendency to soicit thee revolutionary movements.
A gainst that might be the argument that what we are ir'posing to
do here is just a wasted bucket of water in a great eontagration.

Mr. Bnown. Welt I think that unless the United States by one
means or another assists other countries who by themselves find it
diftfiult, if not impossible, to maintain currencies whilh have relative
stability and whieh can be used as a basis for calculations hy their
nationals and by our people in foreign trade, that we will suffer a
tremendous loss both because we won't have expor t trade and also
because we will be put to much greater military expenditures. I can-
not predict that the adoption of the Bretton Woods plans is nece-
sarily going to I)revent the development of totalitariangove ents
I thrnk it will have a tendency to prevent chaotic conditions deve-
oping abroad and will eonsequently greatly increse the helamnces of
a peaceful and cooperative world in the future. Nobody cn say
abiolutely that this, that, or a whole collection of things will perform
that result.

Senator Rawcu . Mr. Brown, even though the viewpoint that'
this is merely a bucket of water is not overpessimistic--it seems to
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me that it nmust be-has anyone brought forward any suggestion ii
regard to replacing the Bretton Woods propositions 'wit anything
which would seem or promise to be effective or efficient

Senator MiLluixi. If you are directing the challenge at me, Senr-
tor-

Selator AD je· . No,
Senator MILInttN. I would answer it in this way-
Senator TAr. I call your attention to the proposals of Mr. John

Il. Williams, of the New York Federal Reserve Iank, for a key cur-
rency approach. Thlere are other plans. There were other plans

oposed hbefore this became a central feature, weren't there Mr.
browne

Senator RAD<Lnrn. Yes; I know there were other plans proposed,
but I wondered if anyone felt that they were an adequate substitute
for these, whatever they may be worth.

Mr. BtowN. There have been plenty of plans, Senator. No. 1 is the
question whether this plan is better tdan other plans. Question No. t
is even if you thought the other plansl were better than this plan,
whether there would be any elhanee to get the other pltans adopted.

Senator TAt. Well, the only suggestion was that there was nao other
plan. I just wanted to clear that up. That is all I was answering,
all I was suggesting.

Snatotr A^DcIrFn. I did not suggest there wasn't any other plan.
I surgested wiher there was any which would promis to be more
nearly adequate than this. That was the point Iad in mind.

Senator TArt. May I ask this, the thing that ocurred to me in con-
neetion with the bucket-of-water arguimont of tile Senator from Cold-
rado; isn't half of this thing wasted I mean nations are entitled to
draw down their money whether they need it or not, as I see it. They
are entitled to draw down for purposes not connected with currency
stabilization. Isn't youi own statement on Russia, for instance, that
undoubtedly this will be used to buy machinery in this cuntry--isu't
th at a statement that has little rdlation to urreny stabilization--
that particular billion two hundred million y

Mr. BRowNr. Well, I would say it depends-I think my language
was that Russia would undoubtedly use its quota in the fund to pay
for imported capital goods, principally from this country, which it
desired for its economic reconstruction, and that this would not be
regarded as for strictly stabilization purposes in the general use of

the word "'stabilizationl.'
Senator TAr. Well, isan't it-
Mr. Baown. But again, you takl the case of Russia, and defining

what you nwean by "stabilization purposes," the purpose of the fundis to take care of the country's situation where the balance of pay-
ments is upset but which within 2. 8, 4, or 5 years you can reasonably
expect will brae it restored. If Canada should have a couple of se-
vere crop failures in 2 successive years, it would be regarded as entirely
proper, wit hin the purposes of the fund, to advance the money to
Canada.

Senator Tar.. Yes; but what I mean now, 1.2 billion--I mean
$,0o0,00C a year to buy capital goods and build plants is a perma-
nent loan, isn't it? It is not any stabilization. It is not any tempor-
ary stabilization question. That is pennranent. That is, the cost.
That is a permanent loan.
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Mr. Biows. It is a permanent invesinmit. Whether it is a per-
manent loan depends on how soon Russia would be able to pay it off.

Senator TarT. It is the kind of loan we have said was the proper
thing for the bank to undertake, isn't it,

Mr. BaowO. It would be, but I mean suppose that you say building
plants; Russian will, in addition to building plants, unidonubtedl y want
to buy tremendous quantities of agricultural machinery whichl have
a life of 3 or 4 or 5 years.

Seinator TAr,. that is Export-Import Bank business, but that is
not currency stabilization, I mean, as I see it; is it

Mr. Biowwr. It depends what you mean by currency stabilization.
I think that I have nothing to retract-that I would say it is not
strictly a stabilization loan. On the other hand, you can take the
viewpoint or argaue it, if you want to, that if Russia had been dev-
arstated by a crop of locusts, and its principal article of export was
wheat, and it had no wheat to export, that it would be a stabilization
loan to give it the money, to wait until it got next yearns crop. If Russia
has been devastated by German asmies avd wants to borrow money
which it feels it can repay in 3, 4, 5, or 6 years, and is willing to
undertake to repay it, for the purpose of getting its agriculture going
and getting itsec in a position where it can export goods, it seems to
me that it would he a provr thing fqr a short-term loan.

Senator TPrr. The only thing, it seems to me, though, Mr. Brown,
that that kind of argumeit just confuses the whole thing between cap-
ital loans and temporary loans and stabilization loans. Surely they
are all for the same purpjse. Personally, I think it is all in the same
pot. Ithinkthewholequestionis howmuch moneyRu.siais goingto
borrow and when they will pay it back. I don't know when th1ey will
pay it back, but what I want to suggest is that, as far as this fund is
eoncerned, Russia is really -that 30,000,000-tat billion two hundred
million seems to me to be wasted as far as currency stabilization is
concerned. They don't need it for that purpose. As a matter of fact,
Russia las no currency, have they? I mean they have no private own-
* ersip at all

Mr. lBowx. Oh, yes; they have money in Russia.
Senator raft. They have no private ownerhipl
Mr. BRowr. Yes.
Senator Tur. Well, put it this way, then: All trade is done by the

Government with foreign countries outside? That is the only-
Mr. BaowN. I would say all trade is run through Government-

controlled companies with state monopoly. So with manufacture.
Senator TArT. And so when you talk about removing restrictions on

trade. you do not remove them in Russia, do you?
Mr. [towN. You do not.
Senator TArT. They can just refuse to take your goods if they

donl't want to take them, and nobody else can take them. That is not
an exchange restriction, because they do not restrict it; they just do
not buy your goods. Isn't that correct?

Mr. Bowx. That is perfectly true.
Senator Ttrr. So that as far as Russia is conerxned we cannot

achieve the removal of the depreciation of currency; we cannot achieve
the removal of restrictions on exchange. They can run their foreign
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trade the way they plase, anld tile Governmrent is the only person who
runs it. Is that correct¶

Mr. Brows. Well, when you say depreciation of currencies, I would
say that they can run their foreign trade in any way they wish to
trn it. p Iehey canl buy from whom th' please and sll to whom
thev please.

Senator LArr. Well, isn't it true that as far as thle stabilization ques-
tion is concerned, from any technical standpoint Russia should just
have been left out of it? I see why they cant be. I don't object
to their being included. but I only wanted to suggest that a lot of this
8 billion 800 million or our *1,750,000000 is wasted under this pres-
ent situation; that if we took that whole thing and applied it to maybe
oue-third of the countries that are in the fund, we perhaps could help
those countries to solve their whole problem with this muniev whereas
now thosr countries will get a little piece of this fund, and then it is
gong to have to be supplemented by large loans or other arrangenments.
Isn't that a fairly correct statenlent of the whole effect of thisI

Mr. BRowN. No; I wouldn't say it was. I would say thut a country
lwhich has a system of state trade doesn't in a strictly technical sense

need stabilization funds or have a stabilization problem. Ohviously,
if all trade is under the control of Ihe goverilrent, they can balance
imports anti ex orts by starving their people, if they want to, and
buying less, or they can sell goods at a los to pnroduce funds for export
if they want to. I do think, and Indnerstoxl you to say thailt you think,
it was desirable to inclde Russia in the fund.

Senator TArr., If you are going to have'this kind of a fund, the
international fund, you have to include Russia. Flrom a political
standpoint I can so it has to he done. I just think it is a necessary
result of this kind of a fund which throws away some of the mloney
as far the purposes of the flll are concerne*ld,

Mr. BaowN, I don't-
Senator TAJt. It dissipates a large part of the funld.
Mr. Baow:. I don't think it'throws it away, because I believe my-

self that Russia can and will pay back its adnrveies from the fund.
S'lentor Tar. Well, I do not mean that it will not be repaid. I don't

mean to say that. I meant to say that it is wated as far as this imme-
diate currency stabilization problem is concerned. That is what I was
suggesting.

Senator MtLLIrn. Mr. Chairman, may I ask Mr. Brown a question?
The CHAlnMAn. Certainly.
Senator Minuw. Mr. Brown, I am somewhat concerned with the

effect of the operation of this fund on the tariff or export and import
policies of the country. In theory, if you give me the right to regulate
the value of our money, I ipso facto have control over our eports and
imports. Now, we are delegating to this Boardl that has charge of the
fund the power to establish the relative values of money. Are we not
by that token granting that Board power to reguflate the export and
import policies of the world, interfering with the power, let us say, of
this country to regulate our own export and import policies by con-
gressional action or congressional delegation, keeping in mind for the
purpose of my queition that we do not control the fund; we only have
30 percent, or something of that kind, of the voting power of the fund.
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Mr. BrowN, W Vell, in the first place, the values of all currencies are
stated in terms of gold, and it is expressly vrovided that the fund
eannot change the gold value of an country s currency without the
co nst of that county. The fun could no more change the gold
va0ue of the dolla, of i le pound. than I could If a counmtry wants to
change the gold value of its currency, it has to consult with the fund;
and, with certain small exceptions, if it acts without the funds eon-
sent, it can be deied the use of the resomnes of the fund.

Senator MNTuLKmw. But from thle-
Mr. Bosw. I don't see, as far as tlhe value of our money or the

deairability of Airlelican dollars is concerned, that the fund has got
anything Lo do with it. If you lean that in the long run, if a coun-
try latins money abroad, whether it loans it through participation
in this fund or directly or in any other way, that it can only get it
back by taking goods or services or gold. Iwould agree with you.
If you loan money abroad, you can talke repayment in goods or serv-
ices. You ian take repayment in gold. But there isnt enough gold
to go around, Ultimately you may get more than you yourself want.
You can loan notre nones for tihe purpose of paying interest on tihe
obligations you alreadylv ave and for the purpose of covering the
export of nore goods, but finally you get tired of loaning money, and
then you have either got to stop exporting or lose your money.

Senator MILIJKIN, One of the things, as I understand, we are try-
ing to remedy is the manipulation by countries of their currencies
to affect theil foreign trade. Aren't we doing the same thing at least
initially when we establish the relative values of noonrys of the
countries ?

Mr. BrowIS. No; I would say not. The initial value has got to
be established by agreement between the country and the funtd. In
the ease of a country which really sells and buys gold at a given
level, the value is automatically determined by that fact. In the case
of a countr, which doesn't buy or sell goli, or isn't prepared to,
at a given level, wlhich is on i complete v inconvertible busis, the
fund and the government of that clintry have to agree on a value;
and tie fact that voun have an interlational body or gron ) agreeing
on the value of other countries' currencies initially would, I hope,
mean that the value of those currencies would be determineld as well
as could be. I realize that under present conditions in the world
it is very hard, if not almost impossible, to set a value on a great
many currencies and that a great many of the initial values will
inevitably have to be changed up or down

Senator Maujrni. IUt me put it to you this way, Mr. Brown.
Let's assine that the fund, by some stroke of miraculously good
judgment. is able to establish the proper relationship of all cur-
rencies to each other. Will not that determination affect the export
and import situation of each of the countries whose currencies have
thus ben valued?

Mr. BrowN. Well, the valuation of a country's currency in rela-
tion to the ternns of other currencies necessarily plays an important
part in determining the course of its imports and exports, but I
ont see what thile initial determinatirn by the fund lms got to do

with the question, because the country and the fuind have got to
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agree on an initial value. If they don't agree, the country does'nt
participate in the fund.

Senator MLLIrIaN, I am willing to assume, for the purpose of dis-
eussion, that tihe fund makes a miraculously accurate detenlaitation
of the respective relative values; but, once determined, and every
time that it is ehanged, if it be changed, my thesis is that we are
affecting at the same time the relative position of each of those
eountries in relation to world trade. From that I take the next
step --a I in just speculating here to clarify my own mind. Fromn
that I take the thnext step iat to ihe extent that the fund does that,
it interferes with the other controls that the coluntries iany have over
their export and import busiless; that in our own case that cottrol
is in (Congress, and in our own case so far as the flnId is Conceriied
we will.lx' in 11 minority position. It do not know whether there
is anything to it, but I just want to get the benefit of your vast

Xr. BnewN. Well, they cannot change the gold content of the
dollar. So that, taking the mass of the other world currencies--and
they have to be expressed in terms of gold-I don't see how any
action of the fund would affect the question.

Senator Tarr. Let me ask you specifically, Mr. Brown-
Senator FUTJIRIOHT. May I ask Mr. Brow, Mr. Chairlman,, one or

two questionsa
Senator TAyT, Oh, excuse me. All righlt.
The CHAIRMAN. Very well.
Senator FIaatroir. I have one or two questions.
Do you feel that there is any substantial chance of the loss of the

amount we put into this find Do you agree that this is better pro-
tected than the amount of the irisk in the bank?

Mr. BRowN. Well, I would say that the fund-I am not talking
about the dollars in the fund alone. Undoubtedly the greatest de-
mand by other countries is going to be for American dollars. I mean
the American dollars will go out of the fund in large part, and they
will be replaced by other currencies. If we are willing to receive
imports and if we are willing to receive services of other countries.
in a sufficient volume, the thing ought to get into balance, and tlhe
dollars would not become scarce. If all the dollars in the fund
were used up and dollars were rationed, and we decided to get out,
our money would be frozen, if you want to put it that way, in a lot
of other currencies sterling Canadian dollars, Mexican pesos, what
will you. Maybe in francs, Polish, or other currency. We would be
entitled to get those other currencies at their gold parity with the
dollar, what they were then worth, which means that if we were
willing to accept payment in goods or services we could collect our
money. If we are not willing to accept payments in goods or serov-
ices, there probably won't be enough gohld to get payment it, and
we will be sitting with a frozen claim but not a lost claim; and even
the only place where I would feel danger of final andt ultimate lo.s
would be in the event of another general war or-

Senator Tar,. low about another general collapse like that of
1932 and 193831

Mr. Baown. I do not think that that would do it, because we might
freeze, but I do not think that our collapse in 31 and '32 would
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hare been nearly so great if we had been willing at that time to have
taken imports from other countries. We were not.

The CHAIRMAN. The tariff prevented that.
Senator TAnt. Well, no. Wait a minute. We were willbig to have

bouho~t $4,00,QOO,4 worth of goods in 1930. That was when the
collulase was going on-after the collapse; is that true?

Mr. Bnowx. The stock-market collapse had started, but not general
business.

Senator 'par. 1929. 1930 was fairly poor too.
Sen'ator FrMtnrHT. The operation o this fund successfully would

be inconsistent with the recognition of a high-tariff exclusive policy
on the part of this country, wouldn't it? It contemplates a reason-
ably free flow of trade, does it?

Mr. B'low.. Well, it depends what you mean by a high tariff. I
mean if the counttry-if we loan money abroad, I don't care whether
we do it privately or whether we loan it through the International
Bank or loan it through the fund, in the long run unless we are will-
ing to take imports and services we won't get our money back, and-

Senator Frrnoaanr. What I mean by "high tariff" is
Mr. Bnowx. I think that you can have a high tariff on certain

articles, and if yoiur total imports are great enough, uwhy, you will
balance up. If you have a high level of employment in this country,
our past history has always been that even against pretty high tariffs
we have imported things like fancy English woolens and French per-
flmoes and German china and a lot of other tiengs.

Senator MIllIN. A large free list.
Mr. BRowN. We have a large free list.
Senator Tarr. Are you through, Senator i ulbright
Senator Furmaop. One other thing. There has been a criticism

that the period of these loans is too ong, that histead of--I under-
stand in the Ihouse this matter was argled, and I wordd like to hear
you comment on it: That instead of contemplating, I believe they

ese the word "eyclieal"-it might be a6, 8 years; it might be limited to
1 lm niths. I would like to have your view as to how long that

Mr. Bnowx. Yell, I thinik the dislocation of world trade due to the
war, the destruction caused by the war, is such that the periods of
time areuired to get corntries into at position to balance their pay-
mlints, to catch up, whlor a country has been off balance, are much
greater now tha thn tey were beforei the war. It is a situation as if
a c(untry had had a bsuccession of four or five very heavy crop failures
one after the other and that you hare got to give a greater length of
time than 18 eondths if you are going to get trade going again and to
hvre a reasonable chalnce for a country's developing an even balance of
paymets. taybe in a country like Braizil, for instance, they will
have a great quantity of coffee, which keeps pretty well, but it can-

not export the coffee. because it cannot get ships to move it. Its big
supply of coffee may be backed np for 2 or 8 years.

S nator TArt. Mr. Brown, just one point, otlowing up the question
or a question raised by the Senator from Colorado: Doesn't the action
of the fund have a direct effort on our tariff and importation of goods
in competition ? For instance, if you fix the pound at $4 to the pound,
whch is wh're we are trying to maintain it today, I take it--it'stead
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of that you fixed it at $3 to the plund. In other wolds, you p it
the British in your initial thing to depreciate their currency, at least
the paper value of the currency. Doesn't that so reduce the cost of
English wo(olens, for instance, delivered in this eountry, that a 50-
percent tariff may be wholly inadequate? In other words if you sre·
trying to protect-if you have a tariff policy attempting to protect
the American textile ,ndustry, doesn't the fixing of the pound at $f
practically nullify, or may it not nullify, a tariff completely by per-
mittinr the importation at much lower pricest

Mr. BowmN. I wouldn't say that it would. In the first place, I
think, under the agreement they have got to comnunieate as the initial
rate the rate which was in force at a certain time, which was designed
to prevent countries proposing a lower rate. If they want a different
rate, they would have to t the consent of the fun.

Senator TArt. h011, tiink-well, of course they have to get the
consent of the fund. There is no question about that. I agree that

ms n~~~~~ool and

we couldn't--we could perhaps block it, but we might want to agree
to it. Maybe $3 is the proper economic h basis of the pound I don't

know. ~~~~~~~~~ar g mn i.ht wil

know. I amn only saying what I am really-and the Arusainttat
thinkI made on the flooryesterday-certainly will today-is that to
try to fix our--to revise our tariffs now before we know where the
fund is fiing the value of these currencies leaves us with a vitally im-
portant unknown factor in the possibility of competition with Ameri-
can industry.

Mr. BRowN. Well. I think, take the case of English woolens and
their copetitin: England has to buy its wool fo other coiuntries
It has to buy most of the food which its people live on from other coun-
tries. It may get a temporey advantage and temporarily for a very
short period reduce its cost rof production; but if it reduces its mund
from 4, say, to $3, and thile American dollar stays where it is, it will
pay very much more for its wool.

Senator TAR. Well, I don't think it would. The Australian cur-
rency would almost certainly go along with the pround.

Mr. BnowN. It has not in the past.
Senator Tory. So there wouldn't be any change in the wool, would O

there?
Mr. BRowN. It hasn't in the past.
Senator Tanr. You do not think it would go down with sterling#
Mr. Baown. No. It went down by itself long before sterling. I

mean its-
Senator Tat.rr Well, I am only interested, or it seems to me that

the-
Mr. BaowN. I think thi-
Senator Tnrr. I don't see how it could be denied that the fixing of

the value of currencies by the fund, which has to be done--may be
done perfectly properly--has a substantial effect on the question of
how much tariff we need to protect an industry if we wish to protect
it. Doesn't it?

Mr. BRowN. Well, I will put it the other way: that at the present
time countries can engage in currency depreciations for competitive
purposes without any let or hindrance. Today, if England wanted
ovenlight to drop the pound froni $4 to $3, it could do .s. One thing
that the fund will certainly do will be to prevent competitive ex-
change depreciations.
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Senator TAnr. Well, now, why do you say that? It clearly permnits
a 10 percent-without even talking about it, it permits anybody else-
it permits you to go any distance you want to, if that is in accord with
your political policies or whatever it is.

Mr. BTown. No:
Senator TAr. I mean that practically, as I read the fund, it really

is an invitation to the devaluation of currency as a means of righting
internal affairs, of righting internal disequilibrium.

Mr. Biows. Well, I don't read the fund that way at all. Originally
10 percent; yes. Beyond that, if the fund finds that it refuses to con-
cur, and the country goes Ahead and acts, the fund can cut off that
country from access to tile fund's resources.

Senator TAr. Letme read what Lord Keynes sid:
We are determined that in future the external ,'alu of sterling shiall conlorn

to its internal vdlue as set by our own domestic policies, and not the other way
aroud.

Now, isn't that a statement that the English regard the fund as per-
mitting them to depreciate their pound just as much as they choose to
do so, if it is in accord with what they consider to be their internal
political and economic policies?

Mr. BRoww. I don't think so. If you had read a great many of the
criticisms of the fund which have appeared in English newspapers,
you would find arguments that England should not go into the fund,
because, precisely, they can't ehange their money as readily and easily
as they do it now, once they get into it; and thetefore it is to England
advantage to stay out of it.

Senator TArT. Well, Mr. Keynes should be right, then. He was a
delegate at Bretton Woods. He knows wihat was intenlded, and he
says the opposite, and it seems perfectly obvious to me from the
language of the fund itself that there is no bar to depreciation of
currency if a country regards it as part of its internal policy, economic
or politico-eo0nomice policy. I don't see any answer to the language
of the thing. I just call Mr. Keynes in as a witness, but it is written
in the fumd.

Mr. Bnorw. Well, all the Senators can read the section and form
their own conclusions on it.

SenatorTarm. Well,supposethey readit. I mean it ays that-
The fund hali concur In a propsed change-

The CHUmaTAN. What page are you reading from now ?
Senator Talr. It is on page 6, the article IV, section 5 (d), (e).

and (f):
The fluid shall COnlcr in a proposed halln, whclh is wtllhn the terms of

re) (11) or (eW (ti-
And (c) (iii) is anything-
above if it Is stisfied that the change Is naeasary tb corret a ftdaultentai dis-
eqlnilibriun. In partieulalt provided it is so atfisabe; it shall not bt to a
prorlsea change because of the diwesi 8la or politiafl policies of e member
proposing the change.

All you have got to do is to adopt a domestic social or political policy
that creates a fundamental diselulibrium, and the fund can't object.

Mr. BRowN. I would say that if a fundamental dieeqyilibrinm exists
you then don't have a competitive currency depreciation such as was
practiced by Germany, at tures by Belgium and France, with the de-
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liberate purpose of getting a jump on production costs as against otler
countries.

Senator TArr. Well, I don't think that France ever did that; do you
France permitted-my impression was, not.

Senator Fmanror. What do you understand by that term bj
equilibrium" there, "fundamental disequilibrium,"r. Brown? Justw
how would that operate?

Mr. Baoww. Well, take a very clear case: Chile at one time had a
good balance between exports and imports, and its principal article
of export was nitrates. Means were discovered of getting nitrates in
from the atmosphere, and the principal article of Chile's export trade
disappeared anlostovernight. Well obviously ther was a situation
where there was a disequilbnum and a fundamental disequilibrium in
the condition of Chiles export trade. While there may be a differ-
ence of opinion, I believe the only way you could correct that dis-
equilibrium, practically, was by a change in the value of Chilean
money, because they bad to develop copper production and produc-
tion of other articles of export to take up their slack. They had to
cut off importing a great many articles which they had previously

eou ask what a fundamental disequilibrium is. I mean it is-
Senator Ftnatiojr. That is, then they did not devalue it for the

purpose of getting a competitive advantage:
Mr. Bnows. No.
Senator TAr., Woulin't you say, however, that if Elngland was

unable to export enough to pay for their imports, that was a funda-
mental disequilibriunm They have to live. To live they have to
export moe.

Mr. I]ows. Yes' I would say that.
Senator Tart. Tdat is a fundamental disequilibrium.
Senator n AoUt Inglt . Mr. Blown, this language that Senator Taft

referred to a little while ago, I am quoting:
In part lenlar, prolved it is so atisfied, it shall not objet to a proposed chaoge

becaise of the romrestic ocial or poitican poliiesI of the meeber propmsin g the

Isn't that discretion in tle fund and not in the country which is
affected? If it is in the fund and not in the country, then it certainly
doens not gi.e the county the arbitrary right to bring forward this
plea and insist that it sall be l'nvaili'g. However, if that is the
proper interpretation of that language, I therefore assumed that the
discretion was in the fund and not in the nation which offered that
explanation.

Mr. Blowx. Well, the idea was that if we were spending a great
amount of mooney in social security, that the funds government
couldn't sy', "Well, we won't allow you to change the value of your
dollar even though you need it to balance your trade."

Senator TArrT. Let us follow tlhat through. You mean if you as-
sonme a policy in which you haimve a large govermnent deficit which
results in a depreciation, perhbaps, of your currency, then that is a funda-
mental disequilibrium; you can't object to it?

Mr. BtowN. No.
Senator Tarn. Because it is brought about by your social policy;

is that right?
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Mr. BRowN. I mean, you have a fundamental disequilibrium. I
mean if it is brought about by-there is no comma between the
"domestic social or political policies." I mean it is domestic social.

Senator TLtT. Social or political only; yes.a Mr. Bnowy. Social or political policies; that the nations of the
world were jealous, and te United States was jealous, that the fund
should not say to us, and other nations were jealous that it shouldn't
say to them, "Your trouble is the dole in England. You are spend-
ing too much on, relief. Your trouble is that you allow labor unions
and protect then. bly labor legisatiom which keeps your labor cost
up. And your trolb'le is your whole form of government, which is

Senator TAre. Mr. Brown, I understand-
The ClM*AP*S. Wait. Let him finish.
Senator TArM. Yes.
Mr. BaowN. That if through asocial measure a fundamental dis-

equilibrium has been brought about in a eountry, and the fund finds
that a change in the currency is neesarsy in order to correct the funda-
mental disequilibrium, that they can't force a country against its will
to change its domestic social or political policies.

Senator TArr. Well, it can't prevelit its depreciating its currency,
because tihat is a result of it. That is what- it is not that it can't.
Of course, they can't tell them directly to do it or not. But, Mr.
Brown I can't understand why that does not nullify the whole pur-
pose of this fund. Tie purpose of the fund is to stabilize currency.
The only causes of unstabiized currecy are twoy (1) That you have
a deficit policy in your bGover ndent finance. This says you can't
have any objection to that. The other is that you can't export
enough to pay for imports. You say you can't do that because your

Iwages-you are promotingw high wages. You can't objct to the fact
that they are promoting hligh wages and are unable to export. So it
seems to me the net result is just wholly to eliminate your right to
obectt to the only things that bring about instability in currency.
* mr. BrowN. Oh, there are other things that bring about an in-

stability in currency.
Senator TArt. Well, those are the principal things, aren't they,

those two, your export; balance and your Government fiscal policyt
Those are the two things, aren't they, that affect the value of cur-
rency mostc

Mr. Bnows. They are two of the things that affcit the value of cur-
rncy, but there have been a great many cases of countries deliberately
cutting the value of their currency in order to undercut the markets
of another country. There have been devices of countries selling
certain kinds of currency or nmaking it available for purpose of de-
stroying the economy of another country or of getting a certain ex-
port market exclusively for itself. tiennany did that in the Balkans
withits special form of marks.

Senator TirT Russia could do it now without any of tbatt, couldn't
it, by simpl' selling for one-fourth of its value, if they wanted to"
Any totalitarian country in dealing in its own goods could get around
it right awiay by simply going out and selling stuff at any price itwants to sell it for.
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Mr. BaRowN. It would get tired of it pretty quickly if you-
Senator TArM. Well, I think Germany would have got tired of that

practice. It wasn't going to benefit Germany in the long run. I agree.
Senator FrmNuirrT. If the effect is brought about by a social--youA

say social security--actually that country hasn't received much ad-W
vntate. There is no incentive there in the same way as there is in
this deliberate practice for the purpose of undercutting. That is,
they are actually payiug that out in the costs, and it is squeezing them
much harder, isn't it? Thee is, it seems to me, a difference, where
that is brought about by incereasedl social-security payments or doles
and where they just do it in order to gain a market. There is some
leeway where they are not actually spending more internally.

Mr. BROwN. Well, that is why I still insist that I was correct in
my answer to Senator Taft that a competitive currency depreciation
would be plrevented by the fund agreement. Currency depreciations
may not be prevented if a country wants to follow unsound fical or
social policies, but that is not conlpetifive ctlrrenev depriciftlicll.
The Iuissints, for instance didn't want a proviso Ithat we could object
to their totalitarian i form of government or communistic forn of gov-
eramtmit. The English wlnhln't wanat us to object to their social-
security or labor legislation. We woiuiln't want to bave alny inter-
nalahrnil body sayilw n what otlr labor legisltilion or what olr social-
suiet'iv p0licy shouldl !ie. tIhere weore lot of Ieople in the United
Stftes in 1931 anid 1932 who tlhought ii ho ire me y for the depresiou
Was cut tinhg overn!,eln t expendi tures and cultbitg wages.

Senator MIatiKyx. Mr. Chairman.
The CnAlAMnaN. Yes.
Senator MLunly. Isn't this correct, though, Mi. Brown: Fromn,

the internationl standpoint it doesn't make any difference whether
a particular curreney is depreciating by reason of the social poliiesof the country or whether it is a deliberate act to better its inter-
national trading position? Iln't the value of the currency, in the
last analysis, no matter how created, the determining thing?

Mr. BrowN. No. I would say that it would have a different eftect,.
For instance, if a country was unable to maintain its export position
bleause its costs were very high due to a social domestic policy such
as relief or guaranteed waies, or something of the sort and which
was thus losing its trande and couldn't export enough go'.s to get the
food on which to live and its currency went down-I would saythat its ffect would be quite different frnom that of a country which
was getting along pretty well and thmn suddenly decided that it wanted
to got the Jiran on stonel,ody else and drop the value of its currency,

hlich would---
Senator Mumixiw. There might be a tine element in there. But

let us lssrune the pound went to S8 because of social policies, or let us
assume that it went to $3 as the result of deliberate manipulation.
'fle wool would flow to this country. It would be the $3 value that
would cause tlhe wool to flow and not the rearen for the $ value;
isn't that correct/

Mr. Bnowxw. I don't know whether I quite get your question,
Senator. If Engiaunds cost of manufacture, due to its social policy,
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had gotten so high that it could not export enough stuff to get the
necessary implorts to feed its people and keep its economy going or
maintain its standard of living, and then it decided that the only
way it could bring about a change was by dropping the value of its

urecy, the effect of which would be to reduce wages, without
people wo were getting wages owing it-and that is

what currency depreciation is--would tlht have tie same effect if it
had ber done deliberately in iadvance, as if it were done after things
had gotten so far out ol balance that the fund would find that a
disquilibrismn hbad already taken plaeo. I think there is a difler-
enee in trying to conrrct a situation which has clearly deteriorated
and trying to niprove a situation which has been static.

Does that answer make sense?
Senator MlmuaiN. Well, I understand the answer.
Mr. BRowmN. Well, you may inot a lre withi it.
Senator FLrnITlcnr. 'Ihere wounl be a great deal of pressure on

them to change the internal policy inll that ase wouldn't there- great
deal more eaison, for them to change tle ntenl policy?

Mr. BRow. WVell, of course, that is the great arguilent between
the people who think it ought to be entirely disetionary with the
fund as to hfeteher credit is extended or wletler a cottry should
have a conditional right to get credit fnm the fund. A lot of people
say that the latter is not fair. They say that a government does iot
leeI to refhice tihe value of its curreln; v what it ought to do is to
bhalane i sown I n.e bridget bY ijcmtsfi"n taxes it oughtto cut low
on governlnletltal cxl mlt]tm us for iliei arid ought to stop public
housing: it oiugh t to do this, that, and the other thing. Tlhat is substi-
tuting tle jiildgtnet of the fund for t[he judcgment of tie people who
11'e rulqnnilg tile counmt'y, and I do not believe that you are going to
get anly consiiderable hra lbe of nations to give a hank that power
over its CeCllOfly.

Tbe CHlAlIraN. Are there any otier questions of Mr. Brown
Senator MvucncK. Mr. ]hairman, if all other questions have run

*out, I would like to ask this.
The CnjamnkNx. Yes.
Senator MltnocK. We have recently found it necessary, Mr. llrown,

to cut our gold reserves in this coluntry. Thle Senate haos alread
passed that. It has been reeomnmended by the Federal Reserve Botard.
I assume the other coun'ites are in no better position so far as gold
is concerned than we are. I am wondering whether you as a banker
can see any ohijectioll to bringing silver into the picture alongside gold
as a metallic base for our international and national currencies.

Mr. lhmbwy. Well, I think I can, Senator.
Senator Ta'n. It is not thIe 16 to-1 qumtion.
Senator Mrugtjok. How is that
Senator TA-rr. The 16-to-I llestion, the $64 question.
Senator Mrrrymx. I would like to have a very serious answer to

thiat question.
Mr. IlnowN. VWellI, in the first place, I do not think there is a total

shortage of gold in the world. I think that there is enough gold in
the world and enoughl production of gold, and it is a question of its
distribution. I think it is desirable to use silver to the limit, that is,
for subsidiary coinage. I think that there isa provision m this agree-
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ment that silver can be taken as collateral for advances by the fundl
where the advance exceeds the quota, which provision was put in at
the urgent request of Mexico and Peru and some other countries, be-
caue of a situation that arises in time of prosperity locally. Mexico ,
is prosperous todayl as it was during the last Mar. A lot of silver
gets into circulation, and people hoard it, and then when a depresi~on
comes they begin to u.e it for living expenses, and it pours into the.
central banks of those countries, and they want to find a means of
carrylg it over what tahey rega'd s a cyclica depression. My main
objection to the use of silver as a monetary base is that a great )art
of the silver in the worhl is or was produced as a bvproduct of lead
and zinc anl copper minin,. and that anything that is prodnced as
a byproduct tends to have fiittrtiotns in value rwholly a part fromn its
intrinsic value. If a lot of zinc is being protducd with a consider-
able amount of silvel, a lot of silver is produed, and the silver wouldbe produced irrespective of the price of silver, so you do not have as
good an automatic balance as you do in the ease of golh.

Senator M( Dr. Even with the great production that you have
during the war, the greatest production of lead and zinc and copper,
you still find that the prodiuction ratio of gold and silver has maim
tained a rather-the production of silver has not increased propor-
tionately to the production of gold. It is still, however, the ratio of
16 to 1. I do not want to lead you into ay long discnssion of gold
and silver. I just wanted to know if you dld object to bringing silver
in, and as I niderstand your answer it is that you do.

Mr. BaowN. Yes. I think there will be no chance of getting any
considerable number of countries of the world to agree to using the
silver as a yardstick or a meaisure of value for their eurreneies in any
kind of an International fund. I think-

Senator Mrmnoca. Was it discussed at all at Bretton Woods?
Mr. htBowN;. It was.
Senator MnnoocK. It was?
Mr. IBnowy. The American Smelting & Refining Co. and various

other people even managed to get people into tie hotel without paess a
to argue their point. [Laughter.1

Senator Murmjca. Evidently the opposition was sufficient, however,
to keep silver out.

Mr.l Bow.. Well, of course, many of the delegates from Mexico
and Peru made arguments for silver.

Senator Mrmxwn. I amn liopeful that some day the bankers will %e
the light on silver and bring it into the picture.

Senator FnUnlonIT. Mr. Clvir nnan. If you are through.
Senator MRaccCK. I am through.
Senator Ft:NoiGHT. There is one question that is perhaps not exactlv

on the point, but it has been discussed at some length on the floor, andil
it has relation to this. That is the relative importance of our inter-
national trade, and some peon le insist thant it is only two, three. four
billion. that it possibly could be five, although it is not reallv of muchi
im nortance, that it is just a incideniital matter.

knator TAcrr Do you mind if I change your premise? Noo)dy
lhas argued it isn't important. The argumllent is that the tariff won't
make any difference, won't make enough difference as between about
four billion and five or five billion and six. That is the argument.

118



BRETTON WOODS AGREEMENTS ACT

It isn't that international trade isn't of importance. It is of im-
pofiance. It is that what you can do about it is being exaggerated.
That is the argument.

Senator FrLRn GHTr, Well, I think-I believe you said its importanee
has been exaggerated.

Senator Tart. Thlat is right; its importance.
Senator FvLtnaonr. The importance of our importsd
Senator T-xi7. No. no; the importance of the change. As to our

inports, my position is you are ,oing to have importe anyway. You
ale going to have three or four billion on the free list. Regardless of
what you do, you are going to haer a considerable number over the
tariff, no matter what the tariff is.

Selnator FvmutwOr. Isn't it fair to say that you did leave the in-
presion that it has been vastly exaggerated and that our domestic
market is so nuch niore imgortant M5y point is-

Senator Tart. I wouldn t say tbat. I say the importance of our
doing something to proleote it is exnagrated, considering what can
be accomplished. '1' at is more what tlhe point is.

Senator FuLanHrt. But is it fair to take just the amount that is
exported and say that is all the differrnce it makes. It is the second-
atr effect of our foreign trade upon otr domestic. What I have in
nlnd particularl in the South, that formerly cotton was exported to
around 50 perce/t of the crop. hut the fact that we exported that
· he i velv ysmall amluntt in dollars had a tLremendous effect. It isn't

measurea by export figures. It is exceedingly important to the whole
economy of all of the domestis trade of that area. Instead of saying
it isn't as important, I think it gives a false impresion in just quoting
the a3nounnt that does move actually in fonreign trade. It gives a false
inmressi on ithat it is much ise important than it is,

I would like for you to ommenit on what you would say is the
relt ir'e importa nee of huihlding up in ternational tlade.

Mr. Bnowx. Well, I think, of course, that the imutportance of foreign
trald-,and. I take it, export trade-is very diffetent in different

ectiions of the cointry and with different industries. In the South
there is no possibilitv of finding a market for tie cotton, which so
far is the onie cask cro ) unless you export a very large percentage
of it. It u bed to be around half the crop; I think it is down to about

3 prcentn now. It is veiy important in the farm machinery indl ustry.
Maybe it is only I5 or 20 pertent of the total production that is ex-
po')ted, but the existonee of that 15 or 20 p'cent has an effect on osis

and mass prution wch makes it very important; and I think
that if the am~nnt of our exports, say. is5 or 10 percent of the total
productionn tlat'the loss of that 5 or 10 percent would have secondary
effects whiche would cause the total production to go down, not 5 or 10
percent, but 15 or 20 or some other percent.

qenatlor Friv lt·r. Tllat is liy poilit. Now, the fact that we can-
inot sell the cotton does not affect just the cotton jrofwe, bcause we
in tilli buy a great deal of this farm mn achi ery hrom the anumare-
ttlrs ill IlilniS, which(l dcest show u~ as international trade, but
actually we are vet w big purcaserS, and you can't say just the Solth
i i, bad shae. t at ally will react upon the ,anufacturers far
'eltert thn te a mount that thev 1exort in doliars, It doets not
El ar t iat cnuilati ive effect.
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Mr. BRONw I think it has a cumulative effect. I think that its
importance in the general economy is a question of degree.

Senator FulRIIwHT,. The effects.
Mr. BRowNi. Bulit I think that to show that our exports are 5 per-

cent of our total production doesn't mean that the loss of that 5 per-
cent would only affec the general welfiare that nmunebh.

Senator FULBimrT. That is right.
Senator TArT. Well, the point I should try to make, there is no

question of the loss of that 5 pereent. There is a possible question of
the loss of 1 percent or the faimlre to gain 1 percent not 5 percent.

Senator Mrtnlami. Mr. Chairman, may I suggest to the witness
that the point made by the Senator front Arkansas, which I think
is sound also carries with it a very important corollary. It also applies
to imlprts. A very snmall pewentagc of the total production at the
country in terms of imiports night hiave precisely tie cumulnative ef-
feet in de'astating rgions of this country.

Senator MnnocK. I nam wonderi lr. Chairres, awhoever said
the Sollth wasnt smart. I can't believe that was ever said.

Mr. BRaOWN. I do not believe that you can have exports unless you
have imports, if ihat is what you mean.

Senator Mxntris. I am simply making the point that the eenmu-
hltive ?fbfet of inljury to the Slout thrgl itsi failure to export car-
ries with it a corolliary that when you inmport the prcentage of import
does not necessarily measure the dlalage. By the same token you
have a cumulative disaster possibly to the livestock people, the wool
people, the mineral people, the hide people, the dairy-p:odu cts peJo-
pie, all of whom 'an be put ou of business by imports.

Mr. BilowN. Well, we had a situation
Senator TAnr. We might adjourn this discussio to the floor.
The ClAmTMAN. Yes. Well, it is all right.
Senator TA*r. Excuse me, Mr. rown. I didn't mean to interrupt

you.
Senator FruIrneoT. The Senator from Colorado hild al answer on

his tongue that he didn't get to give about whether or not this is just
a bucket of water in a great conflagration. I was very interested in
the answer, and hlie was unable to gain the floor. I wonder if he
would still give that.

Senator MILircTN. Well, the point, Senator, as I understand it, was
that this should be acceptable unless we can think of something bet-
ter. That wats the end point. Of course, it depends entirely upon
the premise from which you start. If this is a good thing, then, of
course, it should be acceptable in the absence of anything better. But
if you start front the pomise that it is a bad thing-and I am reallyeducating myself on this-then it is like going down the hall hero,
and we find a fellow prostrate on the floor, and we all rush around
and we look at him, and we see he is in a bad fix. Some do-gooder
rushes into the drug store and grabs a bottle of earbolic acid, a d heis ahout to stick it down the poor devilts throat when some fellow

says. "You are giving him a lethl id ds of medicine."
"Well," the fellow with the carbolic acid says, "unless you can think

of something better, by GoId, he is going to take this." J Laughter. I
Senator Fvrtlaonrr. I knew it was a good answer. That is why I

asked for it.
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Mr. Winn. It was very good.
Senator RADCnM. I didn't have all of that in mind when I asked

Ihe quesition, hut I would like to say that I was thing of the question
of an alternative: If this thing should have some value, and if a

*l bucket of water can do a little bit of good, if you dn't have the
~bucket of water, whether you want to do nothing at all or whether

you can suwgest some alternative; and, if you have some alternative,
what would lhe the relative value of this alternative. That is what
I was driving at. It is a question of relativity.

Senator M aTxiN. The final point is that the poor devil might get
well. Ile probably will die, but lie might get well if you left him
alone.

Senator IRAnCtAC. You still believe that doctors and medicine have
sm0 e purpose?

Senator MitrlKN. Well, they proscribe spiritus frumenti some-
times.

Mr. BDoww. Does this all go in the record? [Laughter.]
Senator TAFt. I think ye all wiish to thank Mr. Brown-I know I

do-for his coming here.
The CanlRMAN. Well. I certainly do.
Senator TArr. It has been very interesting.
The CHAIRMAN. lie was a great aid to us in Bretton Woods. We

couldn't have gotten along without him.
Mr. BRowN. Thank you.
The CmimAx.N We are going to meet again tomorrow morning at

10 30 to go on with Mr. White.
(Whereupon at 12:50 p. nm., an adjournment was taken until to-

morow, Saturday, June 16, 1945, at 10:30 a. nl.)
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SATURDAY, JUNE 16, 1945

NrIIrzD SiATrS SENATEI
(oaMmarE ox BANXrNG AND CURnENCY,

Wkhington, D. 0.
The comniitice met at 10: 30 a. m., pursuant to adjoun.ment omn Fri-

dal, June 15,1945, in roomn 301, Senate Offic Building, Senator Robert
P. Wagner, chairman. presiding.

'resent: Senatorls X Iagter (chairman). Radcliffe, Downey, McFar-
land, F ulbrigt, Taft, Butler, (Capper. nrid Millikin.

The CnsunAŽM.x, The co rnittee will come to order. and we will hear
again the Assistant Secretary of the Treasury, Dr. White.

STATEMENT OF HARRY D, WHITE, ASSISTANT SECRETARY OP
TEE TREASURY, WASHINGTON, D. C--Resumed

The Cn Uninx. Doctor, ye'o heardi some few little problems and
sonel questions iasked. tihat iMr. Brown was asked to airswer and I
irmagie lthat vylt nimiy want to expand a little bit on the atswers. That
might be a good way to start.

MrWITE. All tight. Senator. Wu ild it h e agreaIhle to you if I
relerred iack to lhe qusti.on which Senator Millikin asked me and
which I postponed answering?

Thie (CR izslrN. Fine.
Mr. WIt'rg. Aniid before we forgel or Inias tile oppiortunity I would

like to comment onil tile question that lie so kindiily agreed II postpone.
The (aIRMAN.= Certainlyy.Fine.
MI. WHIVrE. 1fI tnenelercor ectly, Senator, am you correct tme if

I arn in error, you asked-
The CUlaamaN. A little louder.
Mi'. Wlvtlr. I tho ght Senator Millikint asked me what assurance

was there, if any, that a proper evaluation of currencies cruld be made
for those couintriies whichi have been subjeted 1o thie disnrptions of
war at a tinie when the future was so ulncertail as the cOllming years.
Ws that about the gist of it, or would you wish to rephrase it

Senator MILIKIcN. Tihat is entirely correct as far as you have gone,
and I would add the element which I think is implied in your state-
mont: That those particular coruntries are, at least in m view
threatened with revolutions and counter revolutions for God knows
over what period of time, and that suggests to me that for those rea-
sons it wouhl be very difficeult, if not impossible, to make a sincere
valuation of their currencies.

Mr. Wnrrs. Well, that was a problem that gave us a good deal of
concern. We realized, as you stated, that many of the countries would
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be subjected to disturblhrcs after the war of a serious social, ecoomiec,
and poitical character, that tile period of adjustment, of achlieving
stability, iniglt be a long one, and that tile determination of exchange
rates which would be appropriate for those countries would not be an
easy task,

An illustration of the difficulties involved in such a task, which 1*
woulld like to describe off the record, faced us 2 years ago.

(There was colloquy off the record.)
Mr. Wnvre. There is another provision which states that the fund

can postpone thle time at which a country can have access to the fund
resources, even if the original rate which had been agreed upon is in
effect, if in the opinion of the fund that country cannot maintain that
rate Withoult too great dependence on the fund's resources. That
protective provision is important because it authories the fund to
say in effect to a country, "It is true you selected this parity to gold.
It is true we agreed to that parity. However, in our judgment now
the use of that parity is going to make it nee:nryh or make it likely
that you will depend upon the fund to a greater extent than we think
is in your interest or in the fund's interest, and therefore you cannot
have access to the fund's resources until and unless certain things are
done which will eliminate our serious doubts as to the appropriateness
of your present rate."

Snator R% xrLr. Would that he a complete denial of access, or
would there be some temporary urise or benefit which they might get?

Mr. Wurri. It would he as complete as the fund cared to make it
lnit I such time as in the opinion of the fund the basis for tlhait opinion
on the part of the fund altered.

S'nator R ~DLlFre. But the fund would have the disretion to make
it ahsAlut e-

Mr. WHuire. Quite.
Senator RArrCrrLe. Or partial, as they saw fit?
Mr. :Wnrm. Entirely so. And thatuestieonofdiscretionwhiehthey

would have in that instance, the question of ludgment which the fund.
would have in agreeing to any rate, is, in our judgment and in the
judgment of all those who participated in the fornmiilatimn. one of them
strong featunres of the find. I would like to expand on that a little
later when I have finished answering the question of Senator Millikin.

Therefore, the likelihood that the rate finally agreed upon by the
fund will be a reasonable rate is not a remote one. Peple in this
counrmtry and in other countries who are concerned with the determina-
tion of rates have considerable experience in that task. They have been
dealing with problems of that kind for 15 years or more.

Senator McFAnRANn. Well, now, Mr. White, did you use that expe-
rience in fixing this exchange in these countries that we have already
gone intoc

Mr. Wirrre. We would have liked to, Senator, but in some cases we
didn't have the authority to do so, and in others the lack of appropri-
ate data greatlyv compliicated the task.

Senator McarAXAD. You do not elaimn that any of those rates are
reasonable?

Mr. WImnv. I would claim that some of them are nmreasonable.
Senator McFAUNDv. Do you know of any that are
Mr. WIr.E( Off the record.
Senator McFARLANDo Well, I want this on the record, Our boys are

paying through the nose over on the other side.
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Mr. Wrrvt. Well, if you will-
Senator MCFARAND. Are the exchange rates reasonable! I do

not know of a single exchange that is reasonable. In France it cost
ane for shirts a dollar a sirt, in our money, to get them laundered.
wheby have plenty of labor there. There is no reason for that. In

Rome it cost me $.20 to get a suit cleaned and pressed. And our
boys are paying it on the exchange that you fixed.

mMr. Wrr. Senator, that is what we want to avoid. We didn't
have the final say. Tlhy did not come before a fund in which any
country could be told: We think thisf rate is reasonable and this rate
is not rasonable. The discussions aromund the table in the Treasury
to which I referred were voluntary discussions designed merely to
provide an exchange of opinions. We bnhd no authoruty to tell those
countries that the gold parity of their currency should be except in
the case of Italy. T'he fixing of the Italian rate raises problems that
I do not think we would want to go into now.

Senator TAFT. May I suggest, though, that we had absolute power
to do as we pleased, and when we get into this fund we are not going
to have absolute power to do as we please. It is going to be fixed
by these same fellows that are getting the advantage today free grnatis
for nothing from us; whereas, once this fund is set up, why, they con-
trol the board. These various countries that have all of these various
rates of exchange control the board, and our hands are tied com-
pletely; whereas when we have full control we give it away.

Mr. WmnT. Senator-
Senator Tart. I do niot see how we can expect anything better from

a board that we do not control.
Mr. Wnrr'. Senator, one of the very important and extremely

desirable features about this fund is that we do not dictate the mone-
tary policy of the whole world. We do not tell other countries what
thile gold parities of their currencies shall be, and we do not want
any other country to tell us what the gold parity of the dollar shall
be. That is a matter of agreement among many countries.

Senator TArt. Mr. White-
Mr. WeTnr. And if you say that we are not in control in the

sense that we should be in a position to ram down the throats of every
other country, whatever the opinion of the United States should
happen to be. I say that is not in the fund agreement, and I say
that the representatives of this country at Bretton Woods would be
the firt to insist that it should not be. After all, the fund agreement
provides for an international institution, not machinery to impose our
views onil others.

Senator TArm. I think it is outrageous, because I think in this ease
this is a question of creditors and debtors.

Mr. Wirnm. What was the question?
Senator TArr. And in this case we are giving our money to a board

which is eonlrolled by the debtors, the very fellows who are going
to borrow. That underlies the whole fiund. When you talk about
the discretion of the fund, you mean the discretion of the debtors
themselves. And when you talk about the power of the fund, that
it can do this and that, and that it can put on thosa restrictions, we
have no assurance that they will put on any restrictions.

Mr. Wnrrn. Senator-
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Senator TAnrt. I do not think anybody has ever proposed to give
away American money as this fund proposes to give it away, to peo-
pie who themselves will'control its disposition.

Mr. Walm. Senator, I have heard you say that before, and doub ts
less you will say it again.

Senator TAnr. I certainly wvill because it mlderlies every feature.
Mr. WinTE. Yes.
Senator 'T'Ar. WVe are just making that as the basis, in my opinion,

of this whole proposition.
Mr. Wnmr:. And notwithstanding thile fact that I think you will

say it again, I should like to examine the basis of what you are saying,
and let us see whlether it is warranted. Not that I expect tlhart you
will chanige your mind, but possibly it might help clarify the subject.

We will have apprnximiatelv 28 to 35 percenit of the votes on the de-
cisions in the fund op )erations. I say it runs between 28 and a mtaxi-
m"um of 35, because tihere is a provision in there, you know, that gives
us Iore voles as other countries buy more do/lnrs from the hind, and
wiwys tile counmtry that buys Imore crreneies fronm the fund, whether
dillars or sterrling and so forth, less votes. So that our voting power
inerteases a;Is more of omr eIrreiicy is purchased.

Senator TAFT. ]eachillg it maxlimum of 35.
Mr. Winrmr. Thirty-five percent; quite so.
Now, in any decision ]ihat will come before the board and the fund,

whether it is a question of adjustment of exchrange rate, whlether it is
a question of the atmout of currenecy which ciln be purchased by an
coulinitry, or any one of the decisions w~hich will comne before the hoary
what will be the siltial ion Senator ? Well, it would be mulb the same
as would prevail were a decision to be made by a group like this
where a bach ell ritnlw suelprted a diflerent state, or as in the Supreme
Court in whichii we have variohs jlidges ropisellt different views,
,t cetera. Tihe qustion would i e thrown on the table foro discussion.
rJrhe Americran reprosenrtive i will have craina ideas as to what the
appropriate decislo hoiull be. And I assure you that if the Ameri-
(Tilre 'elItrseli v{Ii e ils c*ltci/ iviews. itnlles lie is wrlroing, he is goa
insg to be joined by IrepreI·Statives of other countries who aiRo hay
a sense of fiduciar responsiblibty, who also have an equal desire to
see ti at t e frid wil uvork well. who I tve an Pliui desire to see
that there shall not be monetary disruptiin, and who have an interest
even gmater than oil's in seeing that the resources of tiheo fund are
not unnecessarilv dissipated or unwisely used; and you will have the
represelntative o Canada and the reprweentative of the United King-
dom and the representative of Netherlands-

Senator TArt. Well, now wait a minute.
Mr. Wrnm. And tie representatives of other countries--
Senator Tart. United Kingdom; no. Now, my suggestion is this:

European countries are all in the debtor clas today. They have
8.900 votes. The South American countries in the long run are in
the debtor class. They favor easy money for nations. The British
Dominions add over a billion dollals. The British Dominions and
Europe together have a maniority vote, and I suggest that this fund
will be dominated by the British, that the British will be on the side
of all the debtor nations of the world, tlhat they themselves will want
easy money. They are heavily in debt. And I do not say they are
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going to repudiate their obligations under the fund or do anything
out of the way, but I just say that o every decision where the muestion
is whether you shall be easy on debtors or whether you shall be hard
on tlhemn we are going to have a majority against us.a Mr. WnTrr. I galtbered that,~ sir. You had made that clear be-

n lore. And that is a claim thant I want to examine, and I started
to say that the representatives-

Senator TArf. Well, you started examining by snying thie United
Kind'lom woull be on our side.

Mr. WItes. I didn't say it would be on necessarily our side,
Senator.

Senator TAirr. I understood you to say that.
Mr. WnxmR. We minight he on opposite sides on a given problem,

and we might be on the same side on a different problem. What
I did say was that the re prsentatives of many countries will be
responsible reasonable, and competent. I should hope that they
would all be conmpetent. I do not think the United States Las a
tmonopoly of wisdom on intermatioial financial matters, nor do I
think it has a monopoly on a sense of responsibility toward world
riosperity. I think that quality is shared by the representatives
of a great many countries and when a particular problem comes
before the fund it will be examined on its merits, and a decision
will he made on its merits. Your statement that the debtors are
against the credTitors doesn't apply at all because the debtors-
what you call debtors, I suppose you refer to countries that are
eonlilg t the fund for forig a, exlhange---r] o not have a conmon
interest that would lead them to always vote together. On the eon-
rar;y, Senatlor, their interarsts are different with respect to one iln-

portant point, anlely. the othier country's use of the f nd's assets;
each <oeitry is intersted in eeing that the resourcts of the fluid
shall be keptJ as liquid as possible and shiiall be am ple for itself because
each memnber ' country regards those resources as its particular second
line of reserves: and if its ,resres{ntative votes or permits action
whichl permits abuse of the fund, which permits improper uses of
lle resources, then its own resources are hbing reduced. And youl

are suggesating, for example. that if counmtry X conies to tihe fund
for a dcivsion which resuills in anI aoi f i the fhunPs resources, that
lEngland and Netherlands and Franie and others are going to say,
"We will peniit that abluse of thie fund becaue we too are going to
abuse tle fund''

Senator ]anr. MI. While. I am not suggesting an abuMe of the
fund. I am suggesting that it is so vague. There is so much power.
There is so ntrch questi i how you let lhis go on for 5 yenirs, these
restrictions, whether you let them go on longer, whether you make
them pay back ti thpe end of 1 year, 2 years, 5 ears, 20 years. Those
are not ilbuse of thie fitil. They leave it wide open.

)lrf Wmitirr. I am glad to behar you say that you do not feel that
the decisions which will be made will be abuses of the fundi. I am
happy to hear yol say that, happy to have that on the record. Now
let ns contintie. Yoi say that thie proeisions are so broad that there
is room for differences of opinion. Precisely. And any attempt to
formulate a set of principles t.nder which any international organ-
ization of the character of tile fund can operate will be futile unless

flI
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we realize that such an organization has to have principles which
are broadly stated, has to have principles vwhich permit some flexi-
bility of decision according to the specific case.

There is excellent precedent for that, you know, Senator. I re-
simno that if someme having an attitude similar to the one ho]hinS
that these regulations are not specific had been arguing on the Bill~
of Rights when the fifth amendment was up for formulation, that
dyou cannot take away property or liberty from a citizen without

due proe~ of law, I can just se him sitting tiere and saving, "Now
what does thlat phrase mean? You are niot prof eeleinL any private
individual. All you are saying is that you can't take it away with-
out due plroess of law. Nowl, what is duo procss of law? You
think due process of law is one tling, I think due process of law
is something else, and a third fellow thinks due process of law means
something quite different. They are never going to interpret that

properly You could have sad that about the fifth and also the
fourteenth amendment with the same justification that you can say

it about this.
Senator TArr. Mr. White, I don't want to inlerrupt you, but with

due respect I don't think there is anyparallel at all.
Senator DowNry, Mr. Chairman.
Senator TaFt. We adopted that because we had complete confidence

in an Amlarican Congrass and an American Supreme Court and an
American Executive. I haven't the same confidence in a board
made up of a lot of people whose interests are entirely different from
American interests.

The CHAIRMAN. I suggest that we permit Mr. White to finish the
answer.

Senator TArT. The difficulty is that-
Tlihe CHllARIMAN. And not interrult him.
S5enator TAir. It is tine that I talk a great deal, but I have a long

series of questions I would like to ask Mr. White, and hlie makes a
speech every time you ask him a question. You never can get
through.

Senator DowNEY. Mr. Chairman, could I aska few questionsV
Senator Myitui . Mr. Chairman, I think my question has not been

answered yet.
Senator 13nr Senator Millikin's question is still before the

committee.
The CHAIRmAN. I do not wallnt to be discourteous to any Member

of the Senate, but I should think tihe witness ought to be permitted
to answer.

Senator M]mIUiKN. I do, too.
Senator Burm.. It was Senator Millikin's question. I think Mr.

White has been attempting, perhaps not to your satisfaction, to
answer nllr question.

Senator,' M aIKiN. But I don't think hlie has completed it, Senator,
and I am willing to defer, if that is better, his answering the ques-

Senator BrnM. Vell, I do think it should be answered,
Mr. Wnmrr. Well, I don't want to be in the position, either, of mak-

ing long speehes, but probably if I am not interrupted I can make
the answers shorter.
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Senator MuLltuKI . SO far as I am concerned you can make a speech
answering my uestion.

Mr. WnTi Yes.
Senator MntxirN. It is all right with me.
Mr. WlaTr. Vell, I thought my remarks were directed to your

question to begin with. Wegot shunted off ol an important point,
and therefolre the length of my reply I think is in some respects war-
ranted because again, and again, and again, tile critics of the fund
proposal come back to the idea that the protective features in tlhis
document, that the principles which are set forth to guide the men
in their decision are so broad that the can be interpretedl in one
way or another by tile members; and tfat, since the members are,
using the terms of some of the critics, all debtors and the Uiitc
States is the only creditor, the very briadth, the very flexibility of
decision, the general chiaracter of the statement of principles, is such
that it provides an easy loophole for all the other countries that
they lhve no confidence m-apparently all except the United States--
to take us for a ride; and I just want to make one remark with
respect to that view.

say that if you have no confidence in the other countries, if you
do not believe that they ar entering into this agreement seriously,
wholeheartedly, in order to achieve the same objectives that we desire
to achieve, if you believe that they lmve no sense of fiduciary responsi-
bility, that they intend to enter the fund and permit the aissi pation
of its assets as quickly as possible, then I say you should vote against
te proposal. But tt was not the spirit of the representatives there.
T ohat is not the basis uton which we are sesking international collabo-

ration. Tllat is not t e experience-
Senator Tarr. May I sa y-
Mr. Wulrn. Of our deal ings with other countries. And therefore

I think you are not justified m assuming that each country is going
to act wholly out of accord with the stated rpurposek of the fund.

Now may [ return to your question [addressing Senator Millikin]
Senator la'I£. May I correct olle statement. My suggsion only

is that each represental ire of each comtry willftat in accordance with
tile interests of that country, and that the interests of that country
are not the interests of the United States.

Senator DowNEr. Well, Mr. Chairman, it is right on that point
that I would like to ask one or two questions in this hearing. I have
been here several days and rhave not been able to get in a question
yet. I would like to.

Now' Mr. White, Senator Taft has raised a veory categorical point.
Assume that the debtor nations would fix a price for their currency
that seemed too high from our viewpoint. I would like to ask you
to consider tirit with me in two categories. Would it follow, if that
were done, that it would be easier for the debtor countries to settle
with us the existing indebtedness that is owed us? Would that be
the resIt that wouhld follow from that, as to past indebtedness?

Mr. Wrre. If you have reference, Senator Downey, to their obli-
gations to the fund, and your qunestion is that if they depreciate the

old value of their currency. then tile answer is, it is likely to be more
burdensome for them to meet their obligations to tile fund.

AI
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Senator Downey. Their debts?
Mr. WVirrrs. Their debts as well as their obligations to the fund.
Senator Dowixe¥. I mean their general indebtedness too, I am talk-

in tdrout now,
i'r. Welars. If it is a foreign debt set in dollars, it would be more

difficult.
Senator DowNEr. It would he more difficult for them. WVell, now,

what would result from a fixing of the currency by the debtor nations
the way Senator raft is apprehensive might he done, upon current
transactions, comrmercial transactions, between the nations] What
would be the effect?

Mr. WnrmT. Well, I am notsure that I understand your question, but
if I understland it, and if I might rephrase it, vou are asking what
would happen that a country would deem to be n its advantage that
would lead aIt countllry to depreciate the value of its currency.

Senator Dowmr¥. Yes. And what result would flow frmin it as in-
Lury to us or benefit to them? What might we expect if that would

appen?
Mr. Vrre,. WVell, the temptation for some countries to reduce the

ralue of their currency would come frmn the desire to increase their
exports and to reduce their imports, to make their goods cheaper to
all foreign colntries and make the goods of all foreign countries more
expensive to them. Now, if they do that, as some countries have iat
the past, as we think many countnris will in the future unless there is
somethilng like the fund to influence their action, the result will be
that our trade will be adversely affected, the trade of tihe rest of the
world will be adversely anffeted, and other countries will be encouraged
or feorel to pursue the same tactics. Amd that is precisely what com-
petitive devalhation is.

One country seeks an advantage that puts pressure on certain other
countries. Some countries can stand the plressure better than others,
either because they have larger reserves or iecause foreign trade is not
as important to them, or feeause they don't compete with the il-
portait export articles of the country that is depreciating its cur-
rency. IFor one easonll or another the pressuire wil not he the same
on all cointries, hibit ti ie pressure will be great on stome countries.
Thse coalintries will eitherbe forced or will feel it desirable to protect
themselves and[ t hey will also dEpreciate their curtlicy. That spreads
the area of pressure. Then another eountry depreciates. Another

oatnyr, etc. Anti you have in effect what happened in the thirties.
That is what we call competitive depreciation.

Senator D)oWaxn. Well, then. Mr. White, if I understand your opin-
ion, that even if we assume that there was prejudicial and unfair con-
ducet in the representatives of the debtor nations depreciating their
currency, under the plan that we have there is very little likelihood
that as bad a condition would be worked out as would probably exist
without this plan bein put in operation?

Mr. WNirm. Yes, Senator Downey; there would be much greater
likelihood tlhat this type of depreciation would be either completely
stopped or reduced, and thie reason for that is fairly simple. A coun-
try seeking that type of advantage, coming to the fund and saying,
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"We want to alter our exchan rate," raises to the fore a problem
which strikes at the interest oeevery other country. There is not
a sinilarity of interests with That countryl. On the ernitmray, every
other country immediately says to itself, "Well, if they are going
to depreciate their currefcy, if we are going to vote to areilt themD to depreciate their currency, the are going to put rcssmli on us.
Our trade is going to aunter" Instead eof coming u fore a board
which is stacked against the United States, on I;he contrary, that
hoard is, in fact, stacked against every country that want to de-
plreciato its currency. Any eountry desiring to alter its rate would
have to demonstrate that its reruest to alter its currency is based on
what we call a basic disequilibrium, and I want later to take up that
phrase-basic equilihbrinnm-hecause it is an important one which is
appjantl ly much nisunderstood, It will have to demonstrate to the
rest of the Board members, or to enough of thema to make a majority
vote-and lemebber tlhat the United States has 30 percent-it will
have to demonstrate to a group of men who ala entilrely familiar with
the consequnces and the rlamifications of that step-they are likely to
be tecbniiauis, exports long exlprienced in the field--they wil have to
demonstrate to t hat group that their request for thile permission to
reduce tihe gold value of their currency results from a need to conm-
pensate for a basic diseqluilibrium. The provisions in the fund-
not one but several of them-specifieallyv make that clear.

Senator DowN:y. All right. Now, Mr. Chairman, I just have one
further question and then I have completed.

The CUAUiMAN. All right.
Senator Downr. Mr. White, Senator McFarland spoke of these

very excessive rates that were being charged for goods and services in
the occupied countries at the present time.

Senator fllOALAND. Well, that is on account of the exchange-the
legal exchange.

Senator DowNEr. Thatisjustwhat I waned to ask. Is that wholly
due to the rate of exchanmge, or is it duire partly to rate of exchange and
partly to other causes ? Do you know

Mr. WlrrTe. Senaltor, ald that is something we keep fairly close
track of. We Lhave men in the field who are constantly informing us
of the situalion, and it is something that we are keenlyinterested in,
and the people Of the couni rv have a right. to look to their Treasury to
see that, insofr as possihle their interests on tile matter of foreign-
exchange rates are protected. The prices in country X are very high.
I mrean local piees. If an exanlination of the relative pwichasing
power were made by a group such as would constitute the fund, they
might well come out with a different exchange rate. But the situation
in cuntry X now is a specia onte. Our interest tiler lies only partly
in what tih troops get for their money. We don't want to see our
troops get-

Senatoar MC:FIrnAn . We have not protected it very well.
Mr. Wml:, This is off the record, please; eitler that or I will have

to mod ify my discussion.
TIe CfmalenII. All right; let it e off.
('Ihere was colloquy off the ireoid.)
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Mr. Wnrrn. Everything you say argues for the adoption of the
International Monetary Fund-

Senator MCFA^tLAnI. Our boys pay for it.
Mr. WHur. That i% a separate pro lem, and I am afraid discussion

of it will take ius too far afield.
Senator McFARANO. That is right. You started it.
Mr. W\VTE. Yes.
Senator McFARmAND. I helped to bring it along here.
Mr. Wnta. The determination of what constitutes a proper rate

takes into consideration a comparison of the prices you would pay for
a list of articles in one country as against the prices of similar articles
in others. There are many other factors that enter into a aetermina-
tion of the ,'ate, and under the International Monetary Fund the rate
that would be determined would be, I think you would conclude, a
reasonable one. But in the absence Of an International Monetary
Funld each country determines its own currency value, its own ar
value, whieh may not be reasonable from our point of view. We
don't have any effective say as to its reasonableness, unles -

The CUrarn'AN. Right after the last war it was quite unreasonable,
wasil't it?

Mr. Wint. Somne were; yes.
The (CalmuAx. Yes.
Senator TA.r. Mr. White, I don't want to-onie the soldiers get

out of there, then thile interests of these countries will be to have their
currency low. I mean I take it ultimately the battle witlih the sterling
bloc, if 'there is a battle, will be their desire to put sterling lower tlanw
$4.03; is thfit correct?

Mr. WHttn. S nator-
Senator TArT. At present their interest is to keep it high; is that

correct?
Mr. Wrrroe. Whether or not the advantages in lowering the value

of a currency outweigh the disadvantages is a decision that cannot
be made without taking the specific currency and the speclific siltuation
into consideration. 'hlere are always disadvantages, Senator.

Senator TArF. Well, I agree with you, sureily.
Mr. WnrE. And ther are-
Senator 'ArF. I don't think there is any disadvantage in devaluing

tile currency.
Mr. WHITE. You don't think there is any disadvantage?
Senator TArt. But it seemrns to inc the iteynes view is that there is

an advantage in lovaluing your currency.
DMr. Wmnir. Let us put it this way Senator. I think you probbly

misstitod yourself. I touglht that probably what you meant is that
you feel tlhat the disadvantages always outweigh the advantages.

Senriator TAr. I dont say always.
Mr. WrHITE. Usuallr .
Senator TArT. And I say roughly speaking I don't think it is a

real advantage to you to devalue Youir curicy, hut nevertheless the
KeynIe nhilosophy seems to me to be that it is an advantage.

Mr. WnIn. Well, Keynes' philosophy is this, as I understand it,
that there are times-

Senator TArt. lie said the pound-
Mr. WHIrE. Yes.
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Senator TArT (continuing). For instance, should be lower than
$4.03.

Mr. Warr. I think perhaps a more accurate way of saying it-I
think the way Keynes might state it if he were asked that question-3 - is that there are times when the advantages of lowering the value of
a eountry's currency exceed outweigh, the disadvantages. '' here are
times when they do not. There are times when the disadvantages
substantially outweigh the advantages, and there are times when
that is not so, an the purpose of the fiund is to make it possible for
a count to lower its currenc value when in the opinion of the fund

the hlisavantages of remaining at a given parity are outweighed by
the advantages of changing that parity.

Senator TA}T. Well, in the first place, they can do it themselves up
to 10 percent.

Mr. Wurrro. Yes,
Senator TAr. Which changes the whole competitive process,

doesn't it?
Mr. WurTn. Well, not so fast, Senator. I think it was explained

earlier that it was absolutely essrntial, if you are going to expect
countries to fix their rate ol exchange in agreement withi the fund
before operations can take place, that consideration be given to the
fact that many countries have been without normal trade for many
years, and that it is more difficult to know lwhether a selected parity
is the correct one or some other rate is the best one when you donit
have the iimmediate past normal trade experince to go on, It is quite
reasonable and in our own interests to make certain that the wrong
rate shall not he seleeted and ,erpetuated. And so we say, because
of the grat uncertainties which have prevailed in the past 'years as
to what is an aipropriate rate, we will permit a country, after con-
sultation with Ile fund, to alter it up to 10 percent. What we seek
is the establishment of an eschange rate structure which can hbe con-
tinued and whirh is iii the long-run inturests of all countries con-
eerned. We do not seek any advantage. We do not want the other
countries to have an advantage, nor do we want other countries to be
faced with a sil lrtion leading to depressions, because depressions
spread and affect us.

Senator TAPr. I am only pointing out, though, that we are letting
these countries do it on tiher own without the fund having a word
to say about it.

Mr. WnrT. IVWell, but you are pointing out something that is wrong,
Senator.

Seniator TAr. They do it 10 percent.
-Mr. WIrnr. Oh, up to 10 percent.
Senator TarT. That is right.
Mr. WXaVre. Ye,.
Senator TAr. One country does 10 percent; another country does

lr. Wince. That is right.
Senator TAFT. It seems to me you just start the competitive devalu-

ation.
However, what I wanted to ask is this one question before I goto

soething else:Don't youthinl beforewetiethis thing up and submit
the whole question of the relation between the dollar and sterling
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to this Board, the decision of which we don't know, we ought to agree
with the British on a relation between tihe pound and the dollar?

Mr. Warn. Senator, that is a perfectly good question and one that
we gave a great deal of thou lit to, because sterling is one of the im-
portant eunrencies. This is tie problem that we are faced with: The
appropriate level for sterling depends in part upon the level that is W
fixed for other currencies. In the same way that what would be appro-
priate from the point of view of France with its currency, or Belgium
or Holland or any one of the countries, depends upon what other
countries do with their currency value. Therefore you cannot say to
any given country that "the rate which you ought to establish should
be 50 to the dollar or 25 to the dollar," because that country could
very appropriately respond:

"{Vell, that would be appropriate; right, I agree with you, if the
other rates remain where they are; but what are you going to do with
the rate of corantry X, and what are you going to do with the rate of
country Y, or some other rate? We have to know what the other rates
are befre we eagree what is aplpropriate for us."

Senator Tan'. I suggest first--
Mr. WlnxI. Let me follow that for a moment, Senator, because we

have thought a good deal abomut it, we have had a good deal of experi-
enee in such matters, nd I think our views on it are worth weight
as ieL the views of other persons and countries who have had to dena
with this problem. Franc is not eoncerined solely with the dollar-
franc rate. France does not compete solely with American products
In fact, our trade is not very important to the French economy in
normal times. But the Belgian rate is, the British rate is, the Dutch
rate is, the Italian te is, very important to France; and before
France can say what is the appropriate dollar-franc rate she has got
to know what are to be tie other rates. Therefore you have to settle
the important rates more or less together. 'herefor, any attempt
to settle a rate between X and Y countries independently of what other
countries may do, would at once meet with opposition on the part of
either or both countries. Supposing one of the two countries was the
United States. Then the ot er corntry would say, "Well we know
you are not going to change the dollar-you have stated so pub-
lieIv, Iet cetera. "But how about us? We compete with a lot of
oilier countries besides the United States, and wiat are they going
to do with their exchange rate? You are askinig us to fix the dollar-X
rate, which makes it impossible for us to change with reference to the
other curreneies. Oh. no. We have to know what the other curren-
cies do." And I doubt if any responsible minister of finance would
determine his rate with reference to the dollar without reference to
what the other countries were doing with their rates.

Senator Tarr. I suggest the first thing you will have to do with
the fund is to settle the dollar-sterling rate and that you had better
do it first. beeause tile sterling bloc may control the board of the
f.nnd and decide against the things that we want to agree to. As to
the value between sterling and the dollar, it seems to me the sterling-
dolla ra rle is goig to detenmine the rates of all these other countries.

MAir. WV;r. It would help determine it, Senator.
Senator Talr. And, of colme, they are more interested in sterling,

I agree. than they are in the dollar, and that means they are going
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to take the English point of view when it comes to voting on the
question, and it seems to me we ought to have that question settled
tht.

Senator DowxNy. Mr. Chairman.
Senator TAIr. It seemns to me all you say is merely a conclusion that

everything is going to be uncertain. We can't do it now. If so, why
have the fund now?

Senator Bnrurm. I would like, Mr. Chairman, to get the answer
to Senator Millikin's question. We have been waiting ever since the
opening of the meeting, iand it has not been answered yet.

"Mr. WmVrm. Well, let me wind up the answer. A great deal of
what we have been talking about is germane. What we have tried
to bring out was that the task of determining appropriate exchange
rates in the conting months is not ai easy one. It is not an insuper-
able task.

It is one in which there doubtless will be some errors made, but in
the main we would exporect the rates that would be determined by
group l discuission amolng tle frind members would be much more
realistic and mruch fir thr ian iwoldd be determined by unilateral
action, and we have provided certain protective provisions to safe-
guard the ass.ets of the fund in the event errors are made, and to
make possible changes where an error has been made.

Senator AMuLKINx. My observation on your answers, Dr. White,
would be that it may be asumned that the fund provides the mechanics
whereby you can asselnble men who are engaged in this esoteric art
of m[oney valuation to apply their judgment to what a particular
currtncy is worth, and that the fund gives that opportunity. My
basic tentaive thesis was that there are so many variables in thIs
world today, that with the exeelption of a few ountries-whiere there
is a relative degree of stabilizaton and a long history of fiscal honor-
with the exception of those few countries, you have so many variables
due to the political situation, the eonomic situation, thle social situa-
ion, that n o tnlttli how-olnpetent these gentlemen may be that
o xrate in these esoteric ways thtat the rest of is eont understand,

ae cannot reach a sound result. That is my point.
Senator Dow, }:':. Well, may I ask the distinguished Senator from

Colorado my very dear friend: Is that the ultimate of pessiminsr,
rhen I mrai, are we just in such a complicated world today that we

cannot attempt to work out of the chaeos tht engul fs s Is that it
Senator MunTn. I would not decry any attempt to work out of

chaos, but I want to see what thle attempt is, and I want to see whether
it lhas promise of success.

Senator Dowvxr. Well, Mr. Chairman, that leads me to the question
tlhat I wanted to ask: Now, in your last colloquy with Senator Taft
you have stated your opinion, Mr. WVhite, that country X couhld not
afford to and would not settle the X dollar rate in advalnce of the
settlement of other exchan e rates, and you seemed to me to point
out reasons why that would e true. Now, let me ask you to approach
the problem now from our own viewpoint, from us here in the United
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States. Could we in the United States know at this time, in advance
of the settlenent of other currency rates in the establishmunent of this
bank and this fund, what would he the most provident and wisst
X-dollar rate] Could we do it in advance]

Mi., Wlrrn. No; I don't think we could. We need to have all the
facts at our disposal; and if country X participates in this fund, she
is agreeing, as we poited out, that she will not alter the rate agreed
upoln ,irless a basic disuilibrilum develops. Tlherefore she would
nateurally wish to be very careful as to the rute she would set, because
she is diprivin g hermit of uiM oeral actiopi tihereafterc so long as sie
remlail1s a meumber, and we would deemn it in our interest to see that
an appropriate rate structure emerged, and we couhl not tell what
that was by looking at one rate alone. We would have to see the
pattern of rates.

Senator ThiwNrs. In other words, all the great nations of the world
today are tied together, and we ought to attempt to work out the
exchanges of all o them about the same time?

Mr. Wim'. Tlhat is a good way of stating it, Senator.
Senator Dowxrr. Thank you.
Ihle CluHtAn -. Are l here any further questions to be asked
Senator TAnr. Oh, yes; I haven't asked any of the regular ques-

tions I have prepared. Dif Senator Millikin get an anlswer to his
question?

Senator MUlLIKIN. Yes; the doctor has addressed himself to my
question.

Senator TAIr. I have plrepared a list of questions. I prepared it
I days ago. Quite a few of them have since gotten in sideways, but
not directly.

The c(namxnnN. All right; go ahead.
Sennir loTAF. In the first place I swanted to get a general picture.

The purpose of the iunii, I take it. is to see that currencies are sta-
bilized; is ilat rlglt It as distinguished from the loans and the fune-
tions of the batnk?

Mr. WX rr. That is one of the purposes.
Senator TAn. The reason we are putting in our money--what is

it we are trying to accomplish by ilhat
Mr. WunrrE. I would rather give a list of the purposes, because I

am not sure oIxe is any moro important than another. First, we would
like to reduce insofar as we poiblyv can, the pnactice of competitive
exchange depreciation and multiple currency practices.

Senator Mmttixn. Tlhat is, having a rate for taourists as distin-
guished from the rate for the peo le of that country.

Mr. Wirrz. That was before the war.
Senator 3,nAAKI. Yes; but that is an eample of what you meanl
Mr. Wnrre. Yes.
Senator TAM. Well, I mean the main purpose is to stabilize ex-

change rates between countries. These things you mention are just
things that interfere with that asabilization; isn t that eorreet?

Mr. Waril. No; not inecessarily. A country can legitimately desire
to alter its currency value because of basic diselquilibriunm, and it would
not be because it was seeking to obtain an unreasonable competitive
advantage.
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Senator TAn'. You mentioned comlpetitive devaluation and multi-
pie currency practices

Mr. WurrE. That is right.
Senator TAr. Wha else
Mr. Vltrie. We want to promote increased trade and a more nearly

stable level of trade.
Senator TArt. That is by stabilizing currency, do you meant
Mr. WurrE. There are othler factors involved. There is the question

of promoting proper monetary policies in the various countries, pro-
moting c'ontidene in the stability of currenies ftnld promoting an
appropriate flow of internationll investment.

SenatorY Tar. That is the bank, isn't it, rather than the fund
Mr. WHIrT. No' tthe bank lhUs to do with that directly, but one

of the inlortainnt obstacles to a reasonaly adequate flow of funds to
and from various countries as well as tihe withdrawal of profits that
a particular corporation or investor would have coming to him is the
various restrictions which are imposed on the tovement of f unds alid
the fluctuating rates of exdhange whichl cause, in imany cases losses
and make the investment a losing one rather than a profitable one.
One of the most important ingredients, I would say, in restoring
confidence in foreign investments would be confidence in the sta-
bility of exchange rates.

Senator TAPr. Well the penullar function of the fumd is to stabilize
exchange rates' isn't that trew

Mr. WITIE. Plhat is oner of them.
Senator 'IAr. And through that you hope to accomplish a lot of

otter things?
Mr. Winne. Through that we hope to aceomplish a lot of other

qhhigs along with that; and in addition one of the important things
that thle fund will make possible is that you will have representatives
of the mnajor countries or all of the colimtries, in fact, sitting around
a lable and discussing their financial and nmonetary problems, ex-

rting the nimonetary policy which their country sees fit to purule,
discussing the serious consequences that some other country's policies
would have.

Senator Tarr. You could do all that without a fund. I want an
international hoard. I agree to that. But you could do all that con-
sultation business without a fund.

Mr. WorrE. You couldn't do all of the things we have been dis
cussing without a fund.

Senator RADxFrrMn Mr. White, you said one of the objectives was
to increase trade?

Mr. WnzTm. That is right.
Senator RAIcmrr;,I It is your idea that the operation of the fund

would tend to facilitate trade operations by reason of the fact it would
have a tendency to increase it; is that riht?

Mr. Warn. That is right. It woul ddefinitely remove one of the
impedimenta to the growth of trade which is dislocation of exhange
markets.

Senator RAncrenn. Anything that, tends toward stability would, in
your mind, have a natural tendency also to increase trade?

Mr. Wrmn That is our belief.
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Selnaitor TArr. Mr. Wlhite, isnt the principal determining factor in
the value of currency the fiscal policy of the Govermnuent that issues
the currency?

Mr. W imr. No. That is only one of them.
Senator TAFT. Well, isn't that one of them?
Mr. Wirm . That is one, I think.
Snator Tanrt. How will this fund in any way change that fiscal

policy?
°Miyr1. WMTm. It depends entirely (on the country in uestion. It de-

pends on the nature of policy in question. It deinds on the conse-
quences of that policy. We had a fiscal paoli cy-we had one before the
w1ar and we will have one after the war. There may be some people
who do not approve of it. 'There may be some foreign govermnents
who do not approve of it, but our fiscal policy is one that is not subject
to change by the wishes of foreign governments so long as we do not
come to the fund for assistance.

Senator Tarr. Mr. White, isn't it a fact that a government which
pursues for years a deficit policy is going to find that the tendency
is to depreeiate its crrency .

Mr. W rE. No; I wouln't say that. It depends on how long and
what the magnitude of it is and what is happening in thle world.

Senator TArr. Isln't that one of the main factors that did depreciate
the currency for France and Germany after the First World War-
and some other countries

Mr:. WnriE. It was important in some countries and in other eoun-
tries it was not.

Senator 'Arr. I only suggest that with the automatic purchnase right
and the inability of the fundl to prvent devaluation based on a fmdli -
u.ental disequilibrium resulting from domestic policies, the conditions

impo d are wholvly unable to meet that particular factor affecting the
slabilizatism of their currency.

Mr, Wmr:. I disagree with that.
Senator TAFT, Whvy
Mr. WwmJ . There are a lot of factors which go into the making

of a stable exchange rate. One of them is the fixcal policy of the
couitlw, but there are many others. Its import policy, its tariff policy,
its foreign i nvest meri policy, to nme but a few,

Senaitolr ,IVtxIq. Mr. WhVli, would you say that oiiee these rates
are stabilized, except for a short term, they remain stabilized tinless the
:onomle and fiscal practiesr, the soia1 praetices, and the political

practices of the ountrty upset that stabilization 4 in other wolds, can
yo: pvnl g' e stabilization by a mochi cultall y imoe d operiono witin
countries with practies that teic to render the values estabish ed by
that stabilization entirely unreal

Mr. B nrn. It would be very diflcult, in nmany cases unwise, andin Sollle cases impossible.
Senator McFAELANO. Mr. W hite, yIou wee talking abot deprieciatb

ing the value of currncies. Afterthe last war was that due to the
act ions of the governments, or was it due to the economics of the nation?

Mr. W'Hirn. Do you have a particular corntry in mind For exam-ple Giermany, whlse currency depreciated so drastically--that was
due to a cobnlination of several factors which you probably remember.

Senator McFaRL4X. Well, I wouldn't want to take (crimany be-
causA-
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Mr. Wrmy. She would be a special case.
Senator McFAmRAND. She would be a special case. But take France,

for instance.
Mr. Wnrrmr. France in the last war when its currency depreciated,

prices within France had risin tremiendously during the war though
O the exIchange rule dridng the war was kept fairly stable. A country

can more easily do that sort of thing under war conditions, but after
the war she was confronted with the necessity of adjusting her ex-
change rate to something approaching her domestic price movements.

Senator MCIFARnAND. T'he point I am trying to find out is whether
governments really try to stabilize their currency rather than to in-
flate it or depreciate it.

Mr. Wunrr. During a wtar it is very difficult for a country to prevent
price risms. We are having our own difficulties here, as you know.

Senator MCFARLAND, I aim trying to find out what will happen after
this war.

Mr. Wnxr, With respect to France?
Senator MCFARauND. Any country.
Mr. Wiurre. They will do they best they can with respect to stabil-

izin their currency. Some of them will be successful and some will
not be. My colleague hands me a chart which is interesting. It shows
how after the last war country after country in its search for the restor-
ation of stability and confidence in its own currency attempted to go
back to the gold standard and how inar7 of them did.,

You may pass this chart around [handing chart to Senator M1c-
Farland].

You will notice the upward curve. In t102 there were about 10
countries that went back to the gold standard. in 1924 arbout 5 more.
In 1925 about 10 more. In 1026 about 3 more, The next ear 4 niore.
It reached its peak in about 1927 and 1928. Then trouble hgan. For
a variety of reasons those countries began to be forced off or elected
to o off the gold standard and their currencies began to depreciate.

By 1939 they were almost all off. So that you do have countries
that attempt to maintain stability. Some achieve it successfully.

* Some achieve it for a time.
Senator l)ownEy. Well, did any government remain on the gold

standard except the United States in 1939?
Mr. Wnrr. Yes, in a modified sense, Switzerland and Sweden.

TIhere were some restrictions in those countries. You can say they
were on the gold standard, or reasonably close to it.

Senator RA .c D I)r. White, if this is the appropriate time for
vol to comment on it, I am interested in what you might call the his-
torieal approach to where we are now. If the opinion prevails, and
since it seems to prevail, that the economic and financial conditions
of the world anr in such terrible shlape, and that some form of inter-
national cooperation is both possible and could be made effective, I
assume that you approached this matter without any preconcerved
ideas and more or less an open minnd; that youel have considered various
other general plans; that you have considered possibly a general sub-
stitute for this whole proposition and you have considered very ma-
terial changes in this particular plan.

Now, the result is you have reached certain definite conclusions.
Wolld yol care to comment on anything you may have considered
and discaridedA before youi got to this definite conclusion?

15673--,5-10
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Mr. Wnima. Oi, yes; Senator, the proposals there before you are the
net result of discussions. as you know, that went on for 3 years amon
literally several hundred people who were in the field of finaneial ang
international money matters.

Senator RaorD.L . Yes.
Mr. W¥rrz. There were two or three or four or five alternate pro-

visions which were suggested for every provision finally adopted.
Senator 1RAncialrr Was there any different ones which was given

consideration?
Mr. WNrr:. Yes.
Senator ltAucryre. Ad was believed to be not workable?
Mr. W/irE. Oh, yes. There were a number of proposals that were

given a good deal of weight consideration because they deserved it.
There was a French proposal. There was a British proposal. There
was a Canadian proposal. There was ours and the end result was a
merging of what, in the judgment of the negotiators, was the best
frolm each ploposal they could a~ree upon. There were a large numn-
ber of proposals that came in from various individuals and group s
which were all canrfflly gone over. Sometimes an idea was regarded
as good, and it was tlhrown on the table and carefully disicssed.

Senator ItaDcII'E. dust one other comment, Dr. White, and I won't
go aln further. Then this represents your conclusions after a process
of stady and elimination. loes it also Irepresent tIe idea tihat unless
sonmething ike this is worked out you are lacing the prospect of what
yo nl diht call practical if not theoretical isolationismnl?

iMr. WmT. Well, I think that the reason why you are able to get
repr'eenlatives of 44 countries with divete national attitudes andi
interests with respect to certain miatters to agrele on a plan is because
they all recognize that unless something of this character were dle-
vised then the future looked very dark indeed for all of them and
ourselves.

Senator TANrT. My understanding was that the American delegates
were told that the1illan presented by the United States had to be sup-
ported by them. They were not allowed to suggest any fundamentally

iffere Ian. n'tthatcorrct? Whenthedelegtes reachedBret-
ton WOJf, isn't that the instructions they were given W

Mr. WuIrn. When the delegates went to Bretton Woods they had
before them a statement of pnrinciples which were the highlights re-
sulting from prior discussiomis with niany of the wotrntries. The major
countries had agreed to an outline of tile proposal and the delegates
presumably were to work out many of the important details, many
of the ramifications of the plan without drastically changing some
of the basic elements of the fundamental structure.

That fundamental structure &alled for internatiotal collaboration
for the purposes indicated in the outline. For example, they set cer-
tain limits as to the amount of money which the Ufited States was
willing to put in-

Senator TYAT. I take it your answer is "Yes."
The CHATIraX. May I say righdt here that our delegates were meet-
in ry moning at 9: 30; isn't that correct?
1"r.Wnxn. At least by 9: 30.

The CAInIa^N . At least by 9:30 and sometimes earlier than that,
and we discussed what went on at the previous session.
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Mfr. Winn. Not onl' discussed, but altered many provisions.
Senator TArt. I don t say that the delegates were not willing to go

along with other countries. I only say they were told before they
went to Bretton Woods that fundamentally this plan would have to
be adhered to, that this plan had been proposed to 44 nations by the
United States Government and that it replresented the views of the
United States.

Mr. WnnirE. That is not true.
Senator TAvr. Am I eorreet?
Mr. Wirnm. May I state what I think was the situation?
Senator TArn. Yes. What is conrrect
Mr. Wnirm. The principles which were the basis for discussion at

Bretton Woods were principles which preprsented agrementit amon
the principal countries who had been discussing this over a period of
a couple of years. They agree on certain outstanding oints. Those
outstanding points were some of the basic framework or the basic
principles. They did not represent the views of the United States
alone. It was a joint proposal. It was not the Amnerican proposal.
The Americans adhered to the general principles as (lid Great Britain,
Canada, Russia, China, and others.

Senator TAl7. America issued tile invitation to come to Bretton
Woods.

Mr. Wni:. That is true.
Senator Lintryanr. I)r. White, I asked you sometime ago-I am not

sure whether I got the import of your answer in regard to that par-
ticular point. I asked on if there were any alternative plans either
in whole or in part wiech came up for consideration. Ycu made
some reference to a Frenieh plan or some other plan, but you didn't
go into any discussion of it.

Senator TAxr Mr. President, I don't want to interfere, but this
seenis to be getting a way off the issues wtieh this committee has
before it.

Senator RAncrnrn. I don't agree with Senator Taft at all. We are
here to consider a certain proposition, and what I want to know is if
there was anything in the al tenratire considered. I think that is
perfectlypertinent.

Senator TArr. I tried to bring out that our delegates were com-
mitted to this plan. While there may have been plans before that
time timre was no consideration at Bretton Woods of any alterna-
tive plan, and our delegates were not supposed to propose any funda-
mentally different or alternative plan. Isn't that a fair statement,
Mr. White?

Mr. Wnrr. I think it is fair to say that they were slupposed to have
been in agreement with the basic principles ollutlined in that document
which was made public and which was sent to them prior to the
Bretton Woods agreement. Those were the high lights of the plan,
and they are contained, in more or less modified form in the agree-
ment before you, and the reason for that, Senator Taft, I think you
will fully appreciate.

We had international discussions; we had international conferenees
with respect to these matters going on for over 2 years on an informnnal
basis.

fl1
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Senator lrncirrrt. Mr. White, my inquiry was not restricted to
what we had actually before us at the Conference. My reference was
to any alternative plans which had con u for consideration at any
time prior to this, either fromnt Canada or from us or froml any other
soul-W.

In oIlther words, I wanted to know what had been before us either S
at the Conferenrce or at any time before that, because I assumed other
ideas had been considered.

NMr. WnmL. Oh, very definitely, Senator, and as I said, two plans
received more detailed attention than others because they were more
comprehensive, more detailed, and more to the point. Those were the
British plan, which had beenr developed quite independent of the
American plan as the American plan was developed quite independent
of the British plan.

There was also the Canadian proposal. They were carefully con-
sidered prior to Bretton Woods and the principles which emerged were
taken as probably representing the most workable feature of those
plans upon whih agement was possible. In calling an international
conference it is only to be expected, and I think Snator Tpaft, you
would approve of that pr edure, that there have to be some terms
of refernh c which hd been decided upon by many of the countries
after prolonged disression; that you cannot come to an international
conferl mee to formulate powerful and corn prehansive proposls of this
character nd start from scratch. 'lhere has to be some preliminary
clearing axway of thle ground.

Senator T'AT. Well Senator Vandenberg insisted on complete free-
doin of action, before ibe went to San Francisco to suggest any change
he wanted to have made in the Dumbarston Oaks proposal, and my
sti(gestion is that freedoe did not exist in the case of Bretton Woods.

Ir. s nlrrs. I don't believe any delegate had the least inhibitions
with respect t6 suggesting any changes or any modifications, whether
large or small; nor do I remember that any suggestion that was mgsle
by a delegate did not receive complete and adequate discussion. The
dcsions by t he delegation to my prcollection in all case wer unani-
morls, or arnost unanimous. Am I correct in that Senator Wagner a

'1we (1n lt MAN.· Yes.
Senator TaFrt. 'his statement is contained in Annex C:

The proposals forinlatcd at the Confrence for the estalulishment of tbe fund
ni)i thie hak are now tmhll[ted in accordance with the terms of the Invitation
fri consideration of the governmlents and people of the countries repremntd

I suggest that the delegates themselves left the thing wide open
and that this is the first time that the governments and people of
the-well, that the people of the countries, at least, have had an
opportunity to consider this proposahl

MI'. Wnrrt. This is the first, time, I think, that Congress has been
called upon to act officially on the program. The representatives
could not commit their governments to the proposals. And the pro-
p~uals in the form they existed in the principles and in the preliminary
stages were made public and were very, very widely discussed among
all interested people in this country and other countries, but you are
correct in this part of your statement: That Congress for the first time
is called upon to either acept or rejeet or modify the articles of
agreement.
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Senator TArT. I am suggesting furthermore that while our dele-
ates may have approved it, they did not purport to commit the

United States Government to this plan and expressedly reslwed the
ri ht not only for ratification but for full consideration by the people
of he plan before its approval.

Mr. Wnrri. That is entirely correct.
The CCIIAmUMA. T'Ihat is whatve are doing. I think we emphasized

the fact that Congress had to finally decide upon this question upon
all the agreements.

Mr. Wlrr:. I take it that is why we are here.
Senator MrmnKiw. Mr. Chailaan, along the line of Senator Rad-

cliffe's question, I would like to ask this: Am I not conrret, Doctor,
in the thought that either at Bretton Woods or some stage or other
of the winnowing-out discussion that a plan was proposed that the
flundl would be constituted of the nations that do have reasonably stable
currenciy at tie present time, such as in the sterling areas, an a few
other nations?

Mr. Wnrrz. Oh; yes; early in our discussion with some of the
officials of the lFederal Reserve Bank of New York and with some
of the other bankers and economists the suggestion was made that
what we ought to do was to confine ourselves to what they called
the key currencies, and a suggestion was also niale that we ought
to postpone action on the fund, and that the fund should be much
smaller. Suggestion was made we should not hIae the bank. 'Ihere
is not, I believe, Senators, a single criticism tiat has been offered since
the fund and bank lhave been placed before the people of this country,
or before Congress for action, that did nut-was not presented to
us long prior to Bretton Woods, that did not receive the most com-
prehensive kind of discussion, not only within the American Techni-
cal Committee which consisted of soie score of experts who were
designated by the various departments, but was explored in the dis-
calsions we had with other countries, and in the discussions we had
at Atlantic City.

Senator RAXr'ur. Doctor, I had the impression that such was the
history of the matter. That is the reason I was desiring you would
give us the specific facts in regard to it.

Mli. Wnre. Senator, we were most eager to work out something
that would be practical and realistic, that would be the best we could
work out to meet the situation i as we saw it. We had no ax to grind.
We had no pet hobbies. We started from the point of view of getting
the best that many minds could produce. If you will remember in
the very early draft which we made public as soon as we could get
J)ermission, wlich was over a year and a half before Bretton Woods, in
the preliminary document we said something to the effect that "We
are submitting the following tentative unoffieial proorsals for the
public and for interested and cxsert opinion, in the hope it would
st iintate discussion, in the hope it would call forth suggestions, im-
provemerits, ind criticism, and so that we could develop a document
which would help meet very serious problems which we saw ahead
of us." Tlhat is what happened. We receivel visits from hundreds
of people we received hundreds of letters we had literally hundreds
of conferences on various suggestions.
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Senator RAImaI n. I assumed so. Certainly there was no precon-
ceived take-it-or-leave-it idea.

Mr. Wllirr. On the contrary.
Senator TArr. Well, I suggest you have adhered to the original

plan desired by the United States Government without any change i
whatever in the basic idea of the plan; there may have been all sorts W
of modifications, but always in conformity wit the plan worked out
by the Americanl experts.

Mr. Wnin. If so, I think that is a tribute to tile judgment and comn-
petence of the American technicians.

Senator TArr. And to the ability of Mr. White2 I might add.
Mr. WHrr. I should like to claim that eompliment, but it would

be unjust. There where many hands and many heads that hd a share
in tins and my eolleagues deserve no less credit than myself. There
weare many minds that have contributed to it.

Senator Tan. Mr. Chairman, I want to call attention to the fae
that I haven't asked one questioln yet I stnarted a half hour ago.

The Chmbrura. Can you do it in 15 minutest
Senator TArt. I would say about an hour would do it. I don't

think I could get through in 15 minutes.
Senator Mnrn. . Dr. White, will you agree with me that to the

extent that the fund stabilizes unlral euraency values that it renders a
disservice to honest stabilizationS.

Mr. WnTe. Could I answer it this way. I think you would agree
with my answer to the question that the fund to the extent that it
makes mistakes falls short of the ideal and the fund will make mis-
takes. 'That is inevitable. The fund will lean. There are differ-
ences of view with respect to many of these things, as you have so
well pointed out, on these complicated problems, and I am certain
that if 10 vears from now one were to look back one would find d(ci-
sions that'had been lmade which proved to be unwise in the light of
later developments.

Senator Mall.,iuN. IBut if those mistakes accumulated and were
adhered to, those mistakes would bog down the whole thing?

Mr. WlXrn< Oh, let's put it this way: The fund could be so badly a
managed and the deeisions made could be so unwise that many of the
good things we expect from the fund would not materialize,

Senator R.ArNLTve. May I ask a question based on Senator Milli-
kin's question? Assuming a disservice would result fran stabilizing
the fund unwisely, as I think you said, wouldn't it be just as easy, if
not easier, to correct that mistake, than if we had done nothing what-
ever?

Mr. WrrrTr. Much easier because the mistake that had been made
by the fund would be apparent in 3 months, 6 montlhs, or a year in this
type of matter, andI the fund under the provisions and rules would
larv authority to try to correct it.

More than that it would be in the interest of members that the error
be rectified and I think also one might add that the mistakes in judg-
mnen this fund would make are fewer tihan would occur in the chaos
which would develop if there was nothin to take the fuind's place.
Where there are human beings that have decisions to make, there are
going to be mistakes made.
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TIf CnAITMAN I wouhl like to puit this in tihe record. This is a
chart which shows the countries on tile gold standard between 1921
and 1938. Is that how you would describe it?

Mr. Warrt Well, it is just a pictograph of the course of departures
from the gold stamdard.

Sonator TAr. May I see it?
The CnanraN. Siurely.
Senator Tan. This lust gives the number of countries. It has no

relation to the amount they went off ?
Mr. Wmts. That is right. It is a graphic presentation of at-

tempts to go on the gold standard and then departing from the gold
standard.

(The chart referred to is as follows:)

oOUNTRMS ON THE GOLD STANDARD 19s-19g8

50 -15

The CftmAtMAN. There is a letter that I receiveod from the American
Farhm BtlreIau Federation. The letter is addressed to me and it en-
closes a statement by Edward A. O'Neal, presilent of the American
Farm Burneau Fedenrationj made before the House Banking and Cur-
runcy Committee on this subject. The letter quotes a resolution
adoptedl at the annal nceling of the federation in I)cemhber 1144,
and asks if we will puttheir statmenls into the record. I assmne
there is no objection to that alnd they will go into the record.

(The letter and statement referred to are as follows:)
Am.n..tcAr FAIR BeulOB Fanoy.

Washngpto D. C., July1, 1945.ion. Ronm,:R F. Walns,
C6'hirman, Comnntteeon Ronkang on4 Crrrnoy,

United Slates e nnje, Woashinlon, V. .
MY DEAnos 8IAtm WAG.EI: At the annual m.. Iltng of the American Fnrm

Bureau Federntlion in 1)eenber 144, tile lete boly adoptel the following res-
olution pertaining to lntertatkln.al cIolwatliol in a monetary progranm:

fl.
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"Tile American Farm Bureau Federation favors the paritiipation of the United
States in the proposed International Monetary Fund and tile proposed Inter-
national Bank for ahconstruction and lerelopment, as outlined hi the Uretton
Woods IMolletary Conerance.

"In adopting these new internatiotal nustltotlons. it should be realiZed that
they are not substitutes for sound dometle fscal pollies. lnless sound do-
Inestic and forein trade pelicins are adopted by the nations of the world, noi plan
of International .oe.tary staIi4ltion or nonetary coopration will sueerA S

'The International Monetary Fund and the lnternati..ml Bank shound not be
used as relief agendies in the postwar period, but sould be crnducted on a busi-
ness basis, leaving relief grants to other a~lloeis of govenrm ent. In alopting
this pIn, it should be elearly understmd that the United States will not provide
fundn to prpetut e uionolnlc trade practices or unsnniO monetary poliiesn
through the operation of thie stabilartlot fund. Foreign trade must be de-
veloped nlpo a basis of the exchange of goods r d se vl.a. aong the nations of
the world, and not lpen the basis of extending crillts

"Thes proposed international lnstitutions should Ie olarated in such a inu. -
ner as to promote stability in the general level of prices within the various
countries of the world.

"Sine, the proposalst by neensity leav, wide dlisretIonary powert to the
administrators of tile two nstitutions, the individuals chosen to operate theae
institutions mnst be high-type men, rpresentat he of the various senmenlts of our
eeonomy extr rineiil in Interii JLal affairs, and free from political dolhInation'

During the hearpng, hleld by the loMs Banlking aid Ourreqcy Colmittee, I
prresenld an eaxtended stteement in behalf of U. R. 314, which is a part of the
puilialed hearings of that committee.

The Federation favors the Bretton Woods proposals for the fund and the
banlk bieans these lCrgratns are an attempt o stablize the world In the years
ahnd and lesson the likelihood of another war.

The total comrumitients i ..o.l .on behalf of this Natioln la both the bank
and the fund are less than $000,000,000. If we can spend over $7.dOO,000,000
a month to fight a war, if we ln Sacrifie the lives of thousands of our best
young men, we should be willing to risk nominal sums in an effort to promote
rtrfutl relationships among nations.

Falrmlers have always been deeply interested In currency stabililtilo, for
the reason that the i.mpact of widely fluctuating price levels Is ilways most
severe on the produer of raw ,matrials. It must be apparent to anyone that
in international trade, stabillzation of eUnencliei as letween nations is just as
important as domestie stabilization.

Dllring the war. our Farm production has increased by 33 perenft. Experience
proves that one farm prolction has breen ,xpandd, It is Very hard to soatraet.
lUhustlonahbly, wiThin a short time after the close of the war tilh Japan or
farmers will be eofrntl withl bge snpluhss, above the reqirements of theI
doiestie market. It is a matter of extreme urgeny that we do our Jtmoit to
bring aboult, at the earliest possible mnoment, conditions whih will facilitate and
enluorag. the free flow lof eommoldlit and nmnfaCulred products among the

aprious nations of the world, so as to open up outlets for our farm utirlulse.
This will be i.InposMAle unless we bring about currency Stabilization is between
nations.

Without tt stlabilization it is more than likely that a gelneral shortage of.
dollar exchange will develop in many of the foreign nations which are potential
butyes o our iagrlernlt.ral l mnoditie slid hIIt free exchangI of goods ond se,-
ices between nations will be eriony ,,nrlalled *Tb e benonecial effcts of trade

and commerce in maintaining poefeeul relations wold ihe lost.
House penasie of H I. 8314 oil June 7 by a vote of 345 indlealtes that Cublic

oinieno in thie Ulited States Is overwhelmingly In favor of this 8 ientry's ittirth-
patllon i the Iiteritionali dmonetary Fund and thb lntermatlonl Bank for Rei
eonsttule Ion and Dlvelopment. We earnestly hope that this menasur will arecive
siliar . sn.iprt in the Senate, and that the members of the Senate Committee on
Banking and Currencry wll Join in nonpartisan snpport of the bill and report it
favorably at an early dale.

I shall[ greatly iappreiae It if you will include this letter in the record of the
hen ring- hlfnre yolur (olrunlite one the bill.

Sincerely yours,
Eiv. A. O(NI, Pnl'ridnt.
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STATeMNr O EDWARlt A. ONnu, PRgMiDsIqT, AMnucAn FAuM Bus,,,s FroraiIN,
BEIRITHIE SBENAt B XANT]NO AND CEIRnI Y COM M IT ONT TRe PlloiI1l I1nTl.-
N1i,1AL Mosn1ty F... ... ThE PRoh.S INlNATIOYAI, B'lx na 1{ -

INSTRUCI1qON AND DflEPlME1NT

on behalf of (be Amerieani Farm Burieau ederaton, I wishi t testify in favor
iif i( ptart'e pm1Jt of the United StatIs in tlhe prol.jbd IIlnril toa[ Mlonletary

Fund anid the proposed Inltrotational Bank for i ..oristrnetio'i andI Development.
a1 ouItlind at lithe Bretion WoRd s Mlonlltary '2onftlertnle. Thi Aflwteri iFlram
Bureau edIeration, of which I am president, rtepreents a[huat ,0Dh f fmlli-
lies In 4 States; this oulr unlemberishp prepros(,n aI rprnxinateiy 3A m3illilon
farm people. 1Thes farm families, who have nacrfeed ther sons on fur-lung
battleflelds throughout the world, and who have also labored long amt blard, in
order to produce food for tle war effort, are vitally lnterIstal in lnternational
eop)eratitiv n Whille we! maiy not understald all the technical details of iter-
natIIoal finct, we do know that tile results of chaotic international monetary
conditiois bve fallen very heavlty upon the farl people of our Natiol.

At our alil..u meet . Ling, in DUenmlkr 1L-14, tile delegate body adoptud the follow-
Illg res(Htton prtaininllg lt en"lattIon a] c0op4lla o t oI n r. a ioRitai'y pirogram

The Amer.lt ] Farm llBureau Federation favors ilth partIcipntion of te Unilted
States in teile lroised Internationial Monetary 'iund and Idh. . r.oposed Initr-
natioln Batlik fUr ]rcv)osl1 fllilion anld Development, aS utlined in the Bretton
WIltds Mbolirty CAn f.n.i e

"In adoptig these new interslllli! Institutions, It shonhlt . real ti;ed that
they are not substitulos for sounid donilnstl¢e fnrnl poici.i. Unless sounrd domestic
,,id foreig, 'lad po.lioiesaiei adopted by he natiuns of tihe world, no Ipian of
Ilntenallonal monetary slaliiiza ton or .ionel.ta]y woperatploi will 8u emed

qlThe Jnlt.rn.tllnil tlhl[ry l,.ii.I aInd ilthe lrlieruitihl] Bank shou.ld nout Ib
usId as reief agenc1iet ill the 1T owsall *Ilriod, hl t 8lhotl'id b, cOnliiItid no a
biusiness lbsi s, ha lng .relkf gi'ants t. lhr Ulliies lif goverrneni. In adlpitin g
IhiS plai, It shoulId be iearly iniierstood that the lUnited t. t sI will w ot provide
II.t. s Il0 Ier[ plllawt IleOIl 0llt(* tinrae liprmci h or nuso 'Iu l non )iay piM]C {
btro ugh tile op-ration of thel stabiliation fund. P .reign tA e I.n.. Ixt 1 ds belel

II1l d I b)1lSis o) (Ih ex,,lnuge of glO(Is andi sr¥vices anlig Ito naiis of the
WOr I l, lt'ld o tuo th, bass o' extenilisg credits.

"Thes{e proposed tillrrit intitiOn .hol be oerpAtu] ill UCh a liniaer
as to pmImoi ! stability in Ilhe genor.l I lve of pr ils within lth various orrtIls
of thl world.

"Since thle ProposaIs by lCesi. y leave wide discretn.ionlry i r o tile t d-
inirislrators of hle l Ill i IStIutiOIls, the individuals cho1)fi fo f ,perate thest nllt]-

t{io[011s Ilist bI high i-iype inlel p r Ia litiV Of lli, viiri>Is Se({gmensi Of oui
Itno5,'per L]i' (eneId i in, t on I aThi I ea *nd O,(!e fro... Ipifit .l. I it ...ai.i.-

&nrel grOlll sekI to ehallge thele Iroposal .. Su ctin i.i.. lliht detlay their
adoption iil.Ainiily 'Ve do POt Sily thatil tfe lprt[I'i iiiriitiitjrii tlli lllitlla'y
olglllizttii lis an¥! ]e)rfilt in every resplt, bt ill eel that tthy rer,psnt a
tenitive agttn.liqt alii&lSg the Iila,,ainl exllvts of rvive 4t0 nailons on So0te kbild
of A luo.etary rogr a We blieve that this a sig ifiant slp. The fl-
1low ul il statenent W hiC(hI wa ittilI the pehle toir 1%n, ru r t, ion d+il ig
wilyth lernit tia co)eruat,[, il whilht (it' . .g.tiizat.. Iii Went on reert.. as
far orin p n e p]ri p lm p If thl... i)inl rtwol o }is ilkn, i. I pi, the Inltoniatl rlal
Fooi( anid AgriIllillre )rgu b tl n laioil, ni tl Bretton W'ooda propoani i, par-
tililairly apiplllahle to tie pl-e (lt Sitliatieri

"AltIh(lr war within 25 ylars Clnot bhI tolera.ted. Past poli!ies liav , nMt
bee e. Ilftive! ill tintaill g w; t. ate. It thl rPlo rl, b ooe v¥ery the ugh t
fill I-ityllw to i COl'll Hg .... ill tfl'ielo.i lng )pl8ns i li'r'Lt fn llun 1.w ts TbIs is
an extreni'ly difficult ail IlIv.lveul prohln Holnst dllTerences of opiilol wili
exist laolng nations irid alll .g . idi:idua] l within nations. TllS Ii dfferlJg
opllnionls ust i, Pully exprss ld; [hetll, after torigh diltuJssoji, e mntructlve
plalls iOr rlntp rtllaiot.I (!oOiulition l llist lie d.e.lo;d.t Sirl'e d these pl.. by
t(igtsIity wiP be tic rsullt of Qllol[iiririisig ainiy eoallcttrtg intertets t,>
pItte agrteeent by Ill (iIwuns on all htail uIlnlllot be I xcted. These inhor
differ·ITle iie]ontId Ilot 1lreve it etperatio by tlis Naftion On Ulo 1d ILtenllsttlli(l
pr opoals."
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The farmers of thie Nation are luoking to Congress for Lhadership, anI they
are hoping that this distnlguishedl body will exercise intelligent Judgment and
demonstrate a willingne. s to caoperate in plans which will lessel the likei-
hood of anllethe war within the next generation. Certainly If we can spend over
$7,30.000,000 a month Ito figliht a war, if we Cae acrIfice the lives of thuusands of
our best young men, we should be wiliig to risk nomilla sums in at effort to pro,-
mote peaceul relationushil among the nations. The total cmeitments Il-
rolved on Wha.lf of this Natlon il both thle bnk and the fund are ess than o

,(ooooo.ou0. Furlthermore, barrilng extreoue unfortunate xpurldeuck the
nost of the.l finlds Will be an llveatlent, no 11t an el}Letiitllr. Between Juie
19(1 and Decembr 1944. our total c.mmnutenti n tile war progra, amount to
390).5 biion dollars. Our isb 1iar ashexpenldI1t s to thot Ilt, anuneled to 24.5
billion dIllrs. in gl),e of 1avy taxatint, it is lma ted that our niational
debt Iwill be In the nigblhilorhood of W (,000,000,0X) 0 il te chlom of thle war. We
have asnt over $3hOf0),0.m(XJ0 for lInd lese during ills wa r plrlod. These
gignlll t tfigurs ean.ot Ih caIst t side i ghtiy. We must diligently seik methods
of ihttrnational c*.m iraptlotn whiel Will lesern the I ikihod of remating the
,atastrophe itn wthih we are now tnganhed. Let it lOt ihe lald of this Congress
that they refusedl to try. It will be bettr to babe trWll aUd failel, than not to
have trird at all.

We telieve thatt the plI-oposd bank and the proposd fund aIr a necessary part
of international cooperatloini and also ,,tar/y for a satisfaltory dlniestic
economy. As we understand It, one of the primaary purpse of the International
Monetadry Fond Is to prevent the misue of moneary manilpulations (e. g., uar-
renCy depreciation and xcalnge control. for thle u e of ip.roving the
eonipetilic poslition of domneetic prodicers, while the Iternationatl Bank for
Reconstruetlon and Deveiopment will facilitate ilnternatInn l lamns for Ihe ost-
w'r rLejotillntrltilon lnd the enonil de¥elopmeont of ulndeveloll ilreas and
thus facilitate a larger volume of trale.

We farlers haIve seen our markts disaplmr. We im cxperrlen ] widely
fluetuatinl prices. The history of this NationD shows tillat tnl..er have always
been interested In monetary policies and have taken aflctive ports in various
lypms of monetary refltn. Thir interest ill ..onrtalW policy is IWnseari they
are tic one whilo hve boen the bruut of wldly ilhll il itIng pDrice i ve.l, We
believe that one of the biggs coutrlibutlions the p rO.)Seal fund will make is in
getting the nations of the orld ,,iunan a talel ilnd keeping thom tihere, which
will plridyie a method th .roug whliIh national anId blteratloial monetary prbw
IJenb /in reerivo prle. consir.iation and aelnetion.

SIne, Ulfnl{meary n ,attils Ire blanu to ncOilnir Ic oopration linil also to mst
otiler kinds of eoop(ratioiL, we believe thait it is entirely appropriate for the

ongress to consider thlloe I.rojols early on tile list of legislation Involving
l tnleatIIonal cooup,rltitn. . Ii woll]tl be flue if these monetary organ'izations
could receive congrtssional approval prior to the wollerence on a world pace

There is much dicussion abeut Iaintaining full prlodulion and fall empploy-
menlt during tlhe ptwar peroled. If we are going to even approach these desir-
able goals, we must tre ith trhe rest f tile world. We tennot trade with
otlher il loi .ll lll.e. there is a 8attisfnttory method of handling foreign, e .xcalnlge
We hiave exprinced te w foryin of Ilte.ii..a..ti.a trade barriers in .rriency wars
and exchalne ... nniul ltoion Thesae aic likely to he worse, not better, IL the
p(oSI li r prioil i.nll. ther 1is some Mind of an bIternatbIna shltabilization fund.
We know hbat this proposed fund or the bank ... a...t possily be a sbsttiltue for
ound domstic i eeoonils, and that il ly nation is gVllg to export proeduts It

,,Ist II,1io Inptrt. ut we d o d 0ot believe that the fuail eslcially will locus
aittentionl. ipoin incouomic trad{e pralctlie and entvnurage qstes to be take, to
correct such prt.tlres.

The effect uipon foeign trade in both i riult turnll and Industrial prodlts 1s
one of the biggetl slaes the frlirll( oF the Nation have in the proplsed Inter-
natIonal litnk, and panricutl rly in the prosed fund. ExMport marketa are vital
to Inlotr seg..lent. of Amnrican i apic'iltUrl, lntd IncIdentIldly 43 1peremit of our
IppulaLh n lives in ,lnlI arets--2 pDren t bring on fillns and ablut 20) pWeent
In runal m-a bCe not od' fat..s. Over ilh past 40 yelis wt have esported abot
58 pe]'ent of pint jl'.tu1tion . o.If otio ii.boit 8;t porcent of oix] production of
tuobieao, aboblt 21 p,!r{cnllt of or . r.ljp[etiotl of wheat. nvrly 30 Ieree.t of our
nlad, 18 percent of our rice, and about 7 pereent of oar pOrk (p. 1 of statistical
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aplmndix). The cotton farmer cannot survive without export markets, and cot-
ton is the basic industry Ill much of the South. Accordit g to the Agriultural
Adjustment Agency, 10,0o00,O aeple on 2,at0O frms deend n coton as their
chief su)III of Income. Tobncco, which is depentlent upon export larkets "s an
outlet, is also 11an inortant algriculturl product in the South.

The total volume of agricultural exports lihas bn dimlinilg, partnularly since
l929 (p. 2 of the statistical applendix). Part of this has been due to the
ludustrialitlon of our Nation, part of It to high tarifft, and undoubtedly part
of it to the mitipulatlon fe oreign currences alltd excmlnge rates. Exports of

iottojI iii 1;5W--3 were about a third less thaln 10 years earlier, Wheat exprtsi
bud droI'pd by nearly two thiris. Lard exports had declined to only about
a fifth of heiar former olum.e.

I coasulted ith thile Oilier of Foreign Agriculturil l lations of the United
States DTpartment of Agriculture co.ern.inr. g how the misuse of monetary pall-
dies dlaing the 1 9Ws had handdleapped the Iforeign trade in agrIc'ltiul producs.
They tell me that the prevention of the mise of mn,,etary manipulations to sure
trade advantge over other reoullntries is in the interest of United States agrcll-
tlure. Through the thirties our agrieultural exports suTered from such nnlipu-
ltt ions.

The Poetion In 'lie world market of cOI.peting agrrcultural exporters, such as
Argentinal in the case of wheat antd Brail in te c'as of Cotto, was iiproved by
reductious inl the exelange valie of lir t urrelies, which e'abkd tham to
sell at a low price In Olher countries.

On the other hand, imnportiing Coiutries have, through urrmecy manipulations.
diverted their purchasle of agriclltural prlducts froln, the Unltel States to other
cIIontries.

Arlit outstalding examlpe of hisr later type of currency mnlipulation was Ger-
roany, which, fron the beginning of the thirties, forced many countries that
tdenemidedi largely on the Gerian market (such as canluntrie Ill eastern and South-

eastern E]~urope ii the larger of the Latil-Alrerial.n countries) to trade with
her on her own terms. Since the United States wouid not accept those terms,
Germalny shiftle her purchases of otoitll, wheat, and other Important products
from the Ullltl States to other countries. The decline in German Imports from
the United Stats, Is ltustrated by the nawple8 given on plge S of the Statistical
Appndtix.

. esence, the Oel*nas offerd agri(cultural export cuntitries that suffered
tinier tihe bulin of acelunlilathiig surplt a~ l markelt for larg* rqluntitite, some-
times the ertire crop, and a prie hovte thie wurlid market price. She paid,
howev!,,l In richsnnrks that lold be sl only for dlirect I,IIIalt LS I el.lintay.

ind] only fir p rchases of such COlinodit s ta Ie (be-ermn aulorit lg loesprmitted
to he sold tor export. Whati that meant in pmraceti shown by the fact that,
in order to [il bI the reich n ark balnls acnmulated thrbmuigh exprting to
Germlany, e tOrirlits t ad. in hmainly ientaires to b]uy Lareg nolluts of co.nmodlitlas
for which hey hadl little us,. For example, Yugoslavia was compelhed to buy
huge qmnnilties of aspicrin. It.... mi la ,nIy tlhusands of typewriters, ad Greece
liuth Org, is by the hlind ed thousinds.

Mlr'eovern, (:Ger1many 11 pt fur h0rself only pmrt or the agrlcultral prodleuts that
1she blight Ill such a olml'el, The rest sbe resoll i, the world mrker, and

ft'q..ueutly fi less tillan the purchase price. By this llalmarb,*rlatI O.l..l.any
obtain.l dollars and other frIe exchange, while hUntries ilke Greece, Bulgaria,.
and 'lurkey, which had sold Gi ru.a.y large quiantitis of thieir tobacco and raisin
crop, founld the rest of their foreign inrket rluli by Grm.illi reslet s at cut
jiries. G(errlany also resold bIgh-q l lCy COlol .. in n offe in opllletItion , with
(Colobian off{e exporters, and Jinlar resailes were reported for Argenline and
:Brllilial, articles.

While lle piroduce'r s of cotto, wheat, tobacco, rlie, and crtain fruits are
vitally interested in export nmirkets, all agricultural proluters have resons to be
c11e1rnel in the development of foreinl traIe. Rords show that dtifg this
war petolod our total volume of tgrieultural prodnution has Inermled W3 pasrel t
above the prewar level (p. 3 of statistsical appeudilx.) Hlstory also Indicate that
once / grinlttirIal productioil IS expainded, it is very hard to conltract. We are
going to neli not uonly god domesti morkels, ),ut nlo active foreign malrkets
in order ito net the postwar slitmatn in agriculture. If outlets cannot be found
for those agricultural products normilly exported, then it will mean that the
producers of those commodities have no alternative bhut to turn to the production
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of products for the domestic markets, ample supplies of which will already be
available. The farmer's take in world trade is manyfold: first as an outlet for
the co'vodities be prodes; 8enualy, as tie our ce of getting sllpplies and mate-
rills he nuss for an incrset standard of living and lower produltion cots; and,
third, as an encouragement of active businems eonmitions, which gives him better
domestie market, a

Iithl/ling the iimprtance of international trade to agriculture, at our last annual
meeting we passI a resolution on this s$bjct, in which among other things we
recommended tile following:

1. Calling anl iternational trade oference to consider lowering of barriers
to trade, sliad to disourage erection of barriers in the future.

2. Tlhat the United States airtliiate in intelnational action on monetary and
credit poslicin designed to stabili, e.urrncmi and Wri*eA

3. That foreign and domestic barriers be gradually adjusted or removedL
4. That the tIradeagremets program be UIlproaved and expanded.
5. That new and Improvl internalional trade agrnments far saurpins agricul-

tural IjtidUcts be deriloled.
6, That :all nations be given a servs to the raw materials needed for their peace-

tinme economies.
7. Thllat ir . ovranennllt adopt a positive program to develop world trade.
Foreign trlde is also vililly imlnprlant to the mnhanufaure of many nonagricnl-

tural prodlcts of this Nation (p. 4 of the statistical appendix).R fecords show
that fnr the priod 1D36-38 about 17 percent of of ur total exports went to the United
Kingdom, hbout 15 ferent to Canada, 8 pmant to Japan, 5 percent to France,
5 percent to the West Indies antI Bernuda, 4 percent to Germany, and 2 Ipercnt
to Italy. When these figures are considered In the light of a realistie world, the
med for sonie luiform exchange nmrhanism lemes appmrent.

We. believe that the linterinatlo,l Bilank for Rron,sotrlcto slid Development
will also make a slgnificant ontrihation. In the ahsenae of scal measures
faPtiiarg the exrst of capittal from the Ui ted States, It is prlaNble that a
genmeral shortage of dalisa, such as pre .ni.d during most of tile thirties, will
,gain develop in tho'e foreign conntrie that .are potontlal bayrrs of our agriul-
tural Ilrodac.. a , Inti, a s a. 4, foreign govereilats ari again likely to rserve
the bulk of hepi supply of dollars for ItII plrhlla.! of Unimtd States industrial
gmods. escmially tools ad machinary, which they will want Il considerable
quantity. The aoseIuere, of such an actilon would be to divert their agricultural

i ... hses, tbo 'lprting e tnrii, Whose e.lrrtels.. Iar not scare. In other
woidS, it ellllgh l'xcbane r dollars are tlot av/..laiai[[ ii] these oillliipt , bhly will
look tIo nailons other than the laiitd tatrs for their ntled fomo and fiber
slppllies. The i.e...rrelr. of Simh a situlatin may be preventM if the export of
Unilil Slates laliini is foelltaiei by meaubres sich as the esablisn ent of the
Int!rlalional IaInk for RIan.st ru lion el d i)evelhment.

'ln lalis .if tie bink will be marna onily aifter adlequtate investiglt[on into 1t
pllrlosas for which hle .un.le is to be usld. This bshold not only prevent unsound a
lending of IlIe kild carried on duringl the twentiles, but It should also offer an
opportulnity fo,,it kias it0 eonsi.derat Iol the legittimate Interests of Unitedt Slaes
agri['nltun,. In sl.akiMg or u .a. .r.at ig a loan, the paItk Is 1n take lato considera-
lion not only the ilnteris of the borrowing coeunry but also the interests of the

eniber countries as a whole.
Agriealtulre has a ver. great slake In a wund money programin. Farmers have

mot frgotIse that blrtw,In M21f and 1)40 there were over two and a quarter
million firnIl r..r..es.i.. . r Tlid is euivalenit to more than eie farm ri every
three beitg forelosed, Witlhin the lifitimnle of most farmers, ai!dordIng to aver-
age flgurm, relorte d by the Deparite n t of Agriultnlu. lhey have seern the price
of iPrn . .a i. froin 119 eis a barlsei to !r v, $1,88 i, bsihel. They have sold
whealt for 32 cents a I bushel: likeise, they have sold it for $2.r a blshel r T'ley
have sald Ihos for $2,59 a hunddweight,. and they have sohl them for over $20
a .l.rid edlweiiht. They have see the prie of .tlion fnt .llae tolrn, 4.A cetta
a poendl to 38.5 cents a pound. Within the short safe of 15i years. farnrs 1aaoe
seen the price of nany of the aijor products drop until they sold for oilly one-
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eighth of their former values (p. 5 of santistical appendix). Practi.ally no
other senmuent of our eonomy baa experienced fsuh violen dnctluations in the
prices received for tile products of their labor. They reallze that part of this
fluctuation has been due to ehange in industrial employment and to changes
In the purchasing power of caosumer. Part of it has been due to changes in the
*spply of various pro{[lues, part of it to changes in the export demnid. Like-
wise, tart of It has been due to changes In domcstic and international monetary

While farmers are willing and anxioys to participat e in international monetary
agreements, In the near future they are going to request the ( ongres to take
progressive steps to develop a crdinated peaceltime program of domnti, prvice
stalblizatlon along with lnetary activities. Farmers wanllt a pOliCy in the
future which will give a parity of ..chngae value among all groups of our
ec.nomy. They are not interested in perpetuatinr a dollar which will he subjet
to wide fluctuations in purchasing power, due to chalges i ,lonetayy conditions.
They realize that to tie the value of dollars ard other rreniriels to the vahl of a
coummodity such as gold may at some futre date cause some undesirable price
moveenlts. I owever, they feel that with the chaotic conditions in tile world,
with practically every nation of the world us]it a different monetary sysem,
that if chaotic international exchange is to be avolde, it Is necessary to stabiIIe
on soe mmn terms,. Surely if cundiions arilse here It is ..neessalry to mnke
arijustnents in the ontfiry p{rogrami, here will he intelligen e nough in such
an iltertationlrl organl'ation to Tlike the ,eelll changes, rather thian holding
tenaciousl y It some predeterirtied stadorard which will again nimake money the
mlaster of inc, ratllr than me thre mtaslers of ion.ey.

I have not attempted to go into tile technical dletails of the prnposed bank and
the futd. I have ittemnpted to show that the farmers of tile Nalio fa.or biee
proposed organizaionls as an atempt to blul.ro.e lthe ,claolic ciultions which
have eisted in the past, and as an attempt to Mleriate withI other nations of
the world with the hope of lessening the likeliho,,d of another war. They wait
tO s'# our (coperation on a sounadi bis, They blieve Congres should exrirs
its authority and control over the participation of thie IIIotled Sates in Iiterna-

timal programs. They know that this funnd or thils bank cannot be a substitute
for sollnd lomesl(d I( tcononies within the various nation Of thile wtrld. They
believe that the prolposed fund and the projxol a unk, If properly admislaterid,
will be aids but not eure-alls in stablilizifng the worl lduring the years ahead.
Likewi.-, they beieve that these organzationrs may mtlie a cotlittitib o to
world pealc, and aflor all hIlory '.learly dI.ei..Sl rates thlal War Is a must dis-
ruoting instrument to internationali trad, to intrin tiirrae, to nstanlle rices,
to a haIMlahed econoly, to say nothing of the heartaehs caustx in the homes
of all peopjl.

Percentage of total United Snates p'oduIon of wheat, cotton, tobaoe, rie, pork,
and irrd imported, by 10-yar periods, 1900-19,9

P~rrtn dooDtni Lrlj)r as are of ttal prolrnet irn at-
period ______.......

Wheat Cotton Tobaem lothe pork lard
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Seantor TAFr. The Grange has also devoted a great deal of atten-
tion to it and they take the opposite view fromnt the American Farm
Bureau.

Mr. Winmi . They did at first; but I believe they changed their
minds after they had an opportunity to study the plan.

The CuramrAN. As they began to learn of the proposal they be-
camue onivinced that it was a wLse thing.

WVell, now, I think we ought to meet Monday morning at 10: 30.
Senator TAIT. I can get through with Mr. White in the morning

if I have reasonable assistanlce from the other Seiators.
The CHAIRhiAN. The mleeting is adjourned until 10:30 Monday

morning.
(WhlIereupon, at: 12: 30 p, m., an adjournment was taken until Mon-

day, June 18, 1945, at 10:; 30 a. in.)
(The following statement was later received for the record:)

STA111111Or To, NaTIn,,aL LtxVotI oW Wo1n Vyams rot TI1r Seartt l ieNKIN(
"nt> CuO3iisxa CtorMMTnte ox THn Bttrvoz Wions AOarayim

The National League of Women Voters testified before the House liankling and
Curre.c.y Cotnit tee lin suqOr(t of the Bretton Woods Wnglrenlten. We wish
to renew our statemetn of support for the Senate. We apprecbate the work of
the iemlor of the ]otSe uttimltte, in prosenting a biU which emnbers of
both lties could sulport, and didW Sljport with all unusual degre of uintallIty
in jlb Hiose. As a nonpartisan organialtion cticer(NIl with goerlllmeit and
with the development of policies In the iuble iiterest, we urge on you ea-
prletlly the sIgfien,,e and iml)nlllttl.(e f a hipartisan considratiou 0f Brettom
Woods. At ino poit shlold questlon of foreign plicy b tlne the objctt of
politlcal strategy. Action on lhtse agremcntes shoueld repreent a deision in
wbich e sta ulid llile as a Nation, thls rassurillg other nations of our stabil
Ity for the dirtult reonstr.ctlon perio d ahead.

Thole agoepints are, we believe, of Unusual value because they hrae seel,
deviloIpd on 4 t Illl]lateral ther than unlll eral ba sis. By cooperation.

,more oiltlcie, be)im, s aail/abI(e, different points of view are considered, and
wiser desions are reahedl. All natiionts ae concerned with iionetary prorb
]ism. Tihe burden of ,olving thel, therefore shloulid ret on every counlry,.
not Just on tile Uited states, and all should share the financial risks of thir
econstrnetion period. These risks are ne.ltMlt, but can be mitigated under

the Bretton Woods pian for Joint action and pcnferene.
The I eague of Women Voters publishes a memoraniodum series on ites ir

our program. Tie memorandum on Bretton Woods ha. had one of tile highest
sales in our history, and ha, been In use In pratically all of oeur 5r looal
Ilaglues. Corresj)ondnce has also been emapelaly heavy. Our members ar
lhePrefor deeply aware of the signliecane of thts slasue as a foundation for to,
nomic rpmrnLion and the achievement of world peac.
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MONDAY, UlNE 18, 1945

UwrrM> STATES SNAT,
CoMMrrnrFI ON BANKINGO AND CURREN¢CY

Washington, b. C.
The committee met at 10:30 a. m. punsuant to adjournment on

Saturday, June 16, 1945, in room 301, Senate Offie Building, Senator
Roert P. Wagner, chairman, presiding.

Present: Senators Wagner (chairnan), Radcliffe, Downey, Mtr-
dock, Fulhright, Talor, Tobey, Taft, Butler, and Millikim.

The CIMnrMA. the committee wfill come to order. Dr. White,
we will go ot witl you and hope to finish. Incidentally, we will have
to quit at quarter to 12.

STATEIENT OF HARRY D. WHITE, ASSISTANT SECRETARY OF THE
TREASURY, WASHINGTON, D. C.--Resumed

Mr. WIllr. I don't remember just where we left off. I can proceed.
with my discussion or I will be glad to just answer questions.

Senator FULaarIu,i Before we go any further there is one point
I would like to have cleared up, Mr. Chairman.

The Ct[anUIaN. Very well.
Senator Furinnor. They say that when the dollars run out, then

America will be in the position that if we don't put u more dollars or
make arraligenmerts to contilnte a greater supply of dollars, we are in
the position of sabotaging this plan or of being "Uncle Shylock." I
would like to have you clarify as much as you can what happens when
dollars are exhausted or become scarce.

Mr. Wn.rk Senator, I think that is a rather important question
and I would like to answer it in two brief parts.

Senator TAr. May I say that that is part of my question too, and
I suggest that the committee turn to article VII, Scarce Currencies4
and ask Mr. White to explain just how it works.

The CITAIntMA. What page is thatI
Senator Tan. Page 13.
Mr. Wutry. I would like to explain first how it works and thea

answer your question.
Senator FaaRntro. Yes. I would like to have that question de-

veloped.
Mr. Wnr. The provision operates as follows: Dollars are beinr

withdrawn from the fund and dollars are coming back. There will
be dollars coming in and there will be dollars going out. We expect
that ait lot of the countries will want dollars and the dollars will bh
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going out of the fund i later dollars will iso I e ctmniig back; not
inmmediately, hut after 1 monthbs, a year. or two. because thete will be

i wavs sonic se it l Iblsillng going oni. 'o VO il have a (lontilnll OlIltlow
and a eontinual iflow, but in the case of dollars I think it is quite
reasonable to ex ll ct tl.at the onitlow will be greater than the inflow
for a few vears.

Senatorl FULmIaTrr. Because our exports will be greater than our
ini )orts?

ir Wurm. Yes. That would he the chief cause.
Senator Tar. Are you speaking of the imm ediate postwar peri rle
Mr. Wulm. Of the first 2, 3, 4, or 5 years,. Thre is a liffl enee of

opinion how long that period will last.
Senator DowNEr. To hat elcx t would incoming interest or

dirvlend payments to the United States above what we would be
jaying out be a faclor in that? Wo lln't that be a cousidelallhle
Ilor, Mr. White?
Mr. Wirre. It will be a smaller factor in the first few years,

Senator Downey, than it was in the past, because there lihas been a
good deail of repurchasing of our fore n investmlnents, but it will he
a substantial factor. I will give you the exact figures in ia moumen.t.
Myv colleague, Dr. Bernstein, will give you that.

Mr. EnWARm M. BExSTEINx. In 193!) tihe nationials of this colintry
received $511,000,000 in interest and divide nds from abroad. In turn
the nationals of foreign countries received $230,000,000 in interest
and dividenrds in this Country.

Senator MumLnnis. Would you min, d repeating that? Just that
last figure.

Mr, rlln:r'ix. The nationals of foreign countries received
g280,000,000 in interest and dividends front investments in the United
States. The net excess of income of Americans from foreign invest-
ments, in excess of the income of foreigners from American invest-
ments was $311,000),000. As Mr. White indicated. diring the war
considerable investments of the United Kingdom and other countries
have been liquidated in this comntry, so that after the war you would
be starting off with smaller foreign invlnents. Simu'ltaneously
we have been repalriating our own investments abroad. They will
both be lower when the postwar period begins.

Mr. Wemv:, I would be inclined to guess flhnt our interest and
lividend receipts on investments that are comling to us would be in
the order of a half billion dollars a year imnmediatelv after the war
and that it will begin to increase rather quickly on the assumption
we will be makhing an inecreased anmount of investments in foreign
countries.

Senator I)DOWNEY. Thank yolu.
Mr. Wmrr. Coming hback to Senailor Fulbrighlis question. the de-

mand for dollars eming in excess of the supply, as I say, the dollars
in tbe fund will be decreased. We stall withi a couple of tillion dollars
in the fuind and another 1.8 hbillion dollars in gold. As the dollars
in the fund decline over the months, and they are watched closely,
to a level, say, of around a billion dollars, the fund would begin
to do something. One of the things the directors might do would
be to supplement their dollars in the fund by selling some of the gold
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that is in tile fund. lhevy will have a siubtantial laokiot of gold.
Thecy wil sell that golid to the Tr'easer and plrchase more dollais-
that is, gold ihat is cont i rinte h f tbi e hirted States and by all other
Conlit ies. Let Us sls''lll tlilt ilirloS,; Of t ie lini ti 54n ooitllowi of

, aS iiist the ihlow if lollars wIll (l nith. 11i dlollars Coil-
ante to do Il owl w. WIhen tihev will have ireahed a level whili would

WLYve Io be jiudiged at that timre as biing ia sort of ai ritd sigail, if you
likie, they will use tile rest of t I gold tih y hatxe to supplemeii t it alnd

lthey will do sontlsliing else. They wil Iil Lmke a reprt it to tle executive
vonlmittee-the itechniiica l staff wi/i--ais ti tile (altses of thile cntinual
oaitflow of dollars. Now, til he case (if sntalinedl n t outflow, or rniller
the callses-tlhere is always inore II .. oll (le clu-mls('Iay bIe that so I le

uf thile countrieis Lre purchlasing inole inlimort, than they should. It
nay be tat te Iit e Stlate is selling far mnire tha it ibslying, and

is aking no attem dt to modifyf tihat sitluatimn. Iii any ease that
il.I will go to the ,ommitlee aid it m1iay isue that report in original

or revisad foi,. o' r itev Iasi iot. It moy issue ia Tpil and Imakle
nitlati~ t ~u~d S thentble to le relnre-ettatii If the Un}ited

States itid othier tlltrieS Is to ViwhIt night Isil be doll to begin to
modify the situatior, Lt its assume that, inoti thstaniing the relopt
and I i/e siggesstialis, tile dlhli r biailais in tile fmind conitilie to deln.
When dlollai reach ait C:iaill level which in tie opinin of thile fmil is
,whnat they m)ight call the level of scarcity-that Iw)sslily wonId ie in
thie neighibor lioo lI of ha Ilf billion dolhlis or so--they wouhi thein
aiiilllOitte to tiie elml[Ih r (!O.llrii9s thati dollars are scarel:( in tile flid.

Mar I dFigress 5usq ia Imlent to point out thiat in thile absence of a
find dollhns would hal ivv en ehscriiee iust t he sltle, excelpt they would
have been scarel a lng time before. The effect of thie fimnn would
be to postpone the scarcity by SupplyiYig dollars which would olther-
wise not be available.

Senator TAlrr. Unless loans were made, iii other words?
Mr. WitITE. We might say Iihless there "eve other arrangements

made to supply dollars. and thla is one of til things I want to bring
out in cotnelolction with this in amoment. When Le flund announ ces

alhat dollars are scare. it would be a frmlal ankioilunientl. It is
W tI irted by one of thle provisions to issue a report which would be

carfullhy irtepaurd. iiclilatii g lthe caley of Olit rcarcity and lpossibly
rcomniieidations for lleviaitiou of the diffliculty. .Now, what hap -
* pens whien the funid,, issues the re nit that dolilars are scarce Two
tings. Ihe coim nt'i-i lhn; kind mlle mtlhers are relievei I ttlb li coin-

n itrmerit not to place any limitalions oii timhe sale of dolilas. In ot ler
words, a in ember colnt rt annot soy pii ito to I his declarat ion of
scarcity of cirrencv thiat tie aoilunt of dollars that will he IngranLed
to anyk particular imiportl r shanll be limlited unhies it is during the
transition Iarioi or ini less tile f mid approves of it. But after dollars
are (ie ared scar oailer nenber collntaiens Call ratiii .. llars. They c(all
aay to importer.. "You can have nily so many dollars. You can have
a lpermit to prchlase olily so imany dcolluar," or "Yiou can impfot and
pay for only certain categories of gtxods and not hers." n her
wmoisd, they ceni do ipreisely what they do in the absence of the fund
and pleisely what they have been doing in the last 10 years They
have got to ck that because-
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Senator MnIarIuN. Mr. Chainnan, may I interject a question
The CI*ATHMA. Yes.
Senator Miunrxn I would like to ask whether that is another way

of saying that at that point this fund and this scheme would have
the power to regulate our exports.

Ml. WHiTn. No. ThAt would be a little misleading, I think, Se
ator. The fuind cannot regulate our exports at all. Members indvidually can decide which of our exports they will buy the same as
they do now., or as they will after the war, and as they did before the
war. In other words, if a resident of country X wanted to buy cer-
tain goods in the United States, hlie Inlh to get an exchange permit
first because couniry X didn't have enough dollar exexange to supply
the denmanl in country X. Tlhere are many countries which do not
have enough dollar exchange to sell to all who wish to buy dollar
exchange. Therefore they have to, ration it They could say, "First
come. fir served," as lon as the liunited supply lasts, or more likely,"Wu will give exchange prlmits up to a certain amount for the im-
Snrtation of machinery orl up to a certain amount for thie importationof food, and so forth," In other words, they Uiav to ration the
exchange among tile various claimants That has nothing to do withthe fund.

Senator Titn. They can freeze sterling balances in this country and
say. "You cannot have any dollars to pay your sterling debts."

Mri. V lrra . I am not sure I understand that. Do you mean thileycould freeze all owr American holdings of sterling in loindon?
Senator TAn. Thery could refuse to give the British dollars to paytheir debts in the United States.
Mr. Wirn. Oh, yest. The fund doesn't cause that. The countries

now do that anyway. All that the fund doe s to ay that while dl-
lirs are scarce in the furd, the limitation on exchange is temporarilyrestored.

Senator MFruxww. Well, under the fund or without thes fund, when-

ever yboul reach poition of dollar sarcity, yo reach a point where
youre modifying our ehport policies.

Mr. Wnn'Ce. Te;ey are not buying as m i, as theay would like to, a
maybe. Each country would determine for itself what dollars theywould permit their citiens to buy, but that i satly wheat has beeno
going oa in the lasaeft a5 years. n : ,nSenator MFemart. Have we ever found it nleoesary in this cour-tryto niopt similar proecdr~s w~ith reference to anly other country?

Mr. Wnrr Oh, ano, Senator. The reason is that we ave more
that an odeuatn supply of gold aso that ouri enitieabuy anythin
anywh.re exce~pt for shipping and other restritions dining~ wateSenator Froua~uonT. In addition to that, for about 20 years our ex-
port balance has been roughly a billion dollars more than our im-
ports, in round numbers; isn't that true?

Mr. Wnrr. Yesl but a more significant flgure, Slenator Fulbright
would be one whiet included, in addition to exports and imports o#goods, tourist expenditures and services and that sort of thing, becausa
they have the same effect as exports and imports of goods.

Senator Furrrowr. And loans?
Mr. Waitn. That is a very important factor. If you take our pux-chase of goods and services and also the tourist expenditures and in-
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terest payments and other current items, you would find that that
comes to a very much smaller amnomunt than a billion a year net. In
the period from 1984 to 1938s, inclusive, taking that period so as to
miss the depression and the war, you will find foreign countries owed
us on current account only a billion dollars for the entire last 5-year
period before the war.

Senator I)owx. You are not justified in putting the balance on
tourist trade In those items, are youe TIhat has a contrary effect.

Mr. Wltre. No, Senator. Our expenditures for tourist trade is
just the same as imports so far as our balance of payments in con-
cerned.

enator, Dowv:Yx Yon \vere stating the causes that gave us a favor-
able balance, on which we could trade iupoi for our exchange, while
tourist expenditure is one in favor of the other countries.

Mr. Wmurra. O, yes; you are quite right. We have frequently been
accused of exporting so much more flthan we have been importing as to
create trouble for other countries, and people frequently overlook the
fact that our tourists spend large sums of money which are equivalent
to imports.

Senator DowsEr. They leave that out?
Mr. Winre. That is too frequently overlooked.
Senator l)owxEr. Tlhat is about W8,000,000 a year, isn't it?
Mr. Wnrm. It has been even more than that in some years and it

will probably be much larger, we expect, after the war-after the
headache phase of post"ar adjustment passes.

So, to come back, whe, a period of scarcity is declared for a cur-
reney, then the situation so far as each foreign country is concerned,
returns to what we might call the prefund condition, and that eon-
tinuee until there are enough dollars coming back into the fund so
that the scarcity no longer exists.

Now, there has been some expression of opinion that a scarcity of
dollars will develop. I want latex to indicate why we do not believe
that is likely to happen. But if it should happen, there has been an
assumption that the fund would break down or no longer be able to
operate, the fund would be frozen, the critics say. Nothing could
be further from the truth. There will be something like 50 or N0
countries, we hope, who become members. The United States, though
it is an important area of trade has less than 15 percent of the world's
export trade a little less than one-sixth. You will have all the other
countries continuing to buy exchange from tle fund, continuing to
use the facilities of the fund the ame way as in the beginning. ore
than that, the fund will be even more effective, because it will more
quickly bring about a correction of their serioAs imbalance. And the
agreement which the countries make in joining the fund that they
will not resort to competitive exchaige practices, and so forth, con-
tinues. The only difference that will take place, if doliars are scarce
in the fund, is that countries will be able to apply limitations, sO
lar as echnge tnsctions in do s are concerned, as they did be-
fore the fund existed. That is all that happens.

I would like to call your attention to the fact that there has been
much too easy an assunption that everybody wants dollars and that
dollars will become scalre in tbe fund very quickly. It is true that
in the earlier years, 2, 3 4, maybe 5 or I; years, there will be a greater
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demand for American goods so that there is almost certain to be a
balance due us.

Senator MumnocR. Did I understand you to say there will be a
greater demand for goods than we are able to produce?

Mr. Wnrrrx Except for tilhe very imnrediate postwar months no,
unless there is a continlation of la boon, period. Of course, that io
lmssihle '

Senator TAn. May I say that Mr. Eccies suggested in the last
testimony hlie gave here that we simply would have to ration exports,
that the demand would be so great for goods at honme and abroad
there vould be no possibility of meeting that demand for some years.

Mr. Womsn. I think that is very likely to he true for a period of a
ear or two, but we have a trlrteonhdos capacity in a lot of items,

though possibly not in the over-all pieiiere, hut if you take 3, 4, or 5
years from the endc of the wlu', 1 dohuibt very much tallt that will he
true, I hope it is true.

Senator TAr. Ohil I think 5 years from nOW that situation will
have changed.

Senator Ml3rinx:%. That prompts me to ask this question. The
very thing we have been ambitious for in this counitry, as I have un-
derstood it, is what might happen to our dollar, that is, there will be
sech a demand for Amerian goods that the dollar exchanige will not
be suitikient; that is, that they will have to ration the dollar exchange.

Mr. WAirTE. That qtIrer euttriis will have to ration it. you mean?
Senator MvURDOCK. Yes.
Mr. WVlnrm. We want our exports to inclease, hut we want other

countries to be in a position to pay.
Senator Mmmcnc. That is the thing we have been ambitious to

have.
Mr. WnrrE. And that is one of the things that the fund is created

to make provision for, and of coulrse that is one of the things that
makes the fund of considerable interest to foreign countries. They
will have an additional supply of dollar exehange with which to buy
more of the goods they want. But that condition which may and
pnrobably will last over several years must be taken together with tihe
fact of how much dollar exchange is going to be available from all
sources. That is the part which is frequently overlooked. In the
first place, there are a number of countries that have greatly increased
their gold holdings during the war. The neutral countries particu-

avrlay, and the South Aerian countries, beeause they have been sell-
ing a lot of gods and have not been able to buy aas much as they
would like to. Theefore their foreeign-exchange assets have piled up.

The CnTAIMA:W. And they have gotten gold]
Mr. .WVna. And they have gotten gold. In some eases they have

bought dollars with it and kept it on deposit, but they acquired a
substantial amount of gold. Now, when the shipping stningeney
disappears and the manufacturing restrictions in this country, the
WPB restrictions and so on are removed, they will begin spending
that velvet, so to speak, that they have accumulated over the years.
We have made some estimates and conservatively we would expect
that they will reduce their gold reserves and gel dollar exehange with
it, to spewed here. up to probably $3.()OOO,(XJO. Some think it will
be much more, but 3 billions is a conservative estimate. In other
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words, they would have $3,000,000,000 worth of gold that they can
and will spend. There will be newly mined gold during the next 5
years outride of the United States, and outside of Russia. I exclude
Rlussia bcause there is a special provision which gives hlier special
privileges during tlat period. Th'lit will he over the 5-year period
in tihe neighborhoo o f $5,(OO,000,000O-that is the aggregate of all
cowatries except the United States and Russia. Most of that will
be spent. You see, members have to spend moht of those increases
wh he they g o tL the fiud. That nimkes aibolt $$.A00).0004YX1. I alm
talking now of a total for a 5-year period. Now we have to add to
that figure oi ur ca ital 1 exports, hbeause oblviousiy tluht is a source
of dollar exchange, flow large those capital exports will be is a

nantter of guess or judigment. In the decade after the last war they
averagel a little over a billion dollars a oear. I think that most
people feel that it will be Ivss tian that after this war if lnothing is
done. With the fund and the bank in operation, which will greatly
help to slii injlale foreign investwent, the capital exports should grow
to a co',pie of bii on d.llai] a year or mlre.

Senator TArn:. I suggest they will be vey smnall; that is, for some
years. Insofar as tile Govennent itself guarantees the money and
confidence may be restored, say in 5 years, I think it may increase,
but immediately I don't thiik anybody is going to rush abroad to
invest in foreign countris, unless the Goernminent is going to guar-
antee it.

Mr. W irts. There is one soure of capital export, Senator, that I
think Ivoui have overlooked.i There will he a lot of bildilng branch
plants and establshi ng new factories ill South America and other
oreigno couniiies. There is i big backlog to be met. Altogetlher,

capital exports wvill pebablv he somewhere in the neighborhood of
a couple of billion if the bank and the fund go into operation. That
is, a o uple of billion dolliis a year. Over a 5-year period that is
$1,OOO.OOO),OQ. Adding Ithat to'the $8,WO000,000. you have gives a
figUre of $18 )0,(00(1,000 over a 5-year period that can be paid to the
Thiit4d States.

Senlator TAnm. We will have enlough gold even to satisfy Senator
Murdock.

Senator M ~ii.x. May I suggest that it is not compulsory on the
part of countries that have earmarked gold to . end it here, if they
can import to better advantage from the sterling loc.

ViMr. W e. That is very tnre; hut if they have any increase in gold
it will find its way to the fund. What I was indicating was that
the assuinption that there is going to be a shortage of dolars in the
fund in a slhort time ignores these very pertinent factors.

Senator TAn, That is the over-all average in question.
Mr. WurrE. That is righit.
Selator TAr. It does not apply to a large number of countries-

some countries have more than they need and others haven't got any-
thing; isn't that true?

Mr. WFnT. That is true. Countries with a small amount of gold
are usually the small countries. That is one important reason why
we need the fund.

Senator FIr laolrT. Did you say that all new gold has to come to
the fund?
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Mr. Wurre. When any country purchases foreign exchange from
the fund, let us say dollars, in this case, and simultaneously increases
its gold or other forms of monetary reserves, so that at the end of the
year it as received more than t has paid out, it as to use tollat
increase to buy tack its own currency from the fund. It hsa to put
gold back in the fund in place of its own currncyI . That is one pro-
vision. The -econd provision is that when a membr counltry bus

dollars from the fun l or any other currency it has to pay half n god
uanless it has less gold than its own quota.

Senator MuhacvK, Under section 3, "Subscriptionst" it says:
Each menberr sta pay In gold, as a nrlmum, the smaller of 25 pracent of its
ruotol or 0 perent of its net officia oldings of gol and Unitd State dollars

as at the date when the fund notile i members that it will shortly be It a poition
to begin exchange transaetion.a

Are United States dollars intrrclangeahle with gold
Mr. W ni.t We happen to be the only country, practically in which

that is true. Wherever we said gold we also said dollars, because to
lany countries they would just as soon hold dollars as gold. If the

agreement would have put just gold alohe, some countries might have
aonvertd their gold into dollars. That would have been a big loop-

hole. So gold and dollars are the same in calculating the gold sub-
scription to the fund.

Senator Motrao. Now in makinlg up their quota, let us say that
Argentina had a great quantity of United States dollars. Could she
dellosit those dollars with the fund in place of gold ?

Mr Wurll . She could not, according to the terms; I think it would
have to be gold. In fact, it wouldn't make any diflerence to us, be-

Senator Mrnocr. I know it would not to us.
Mr. Wnvre It wouldn't to anybody, because they can buy and sell

dollars and gold by just a telephbie conversation. So they might very
r ell say to the fund, would you like gold or would you like dollars
Actually countries pay their gold subscription in gold rather than

41olall~a
Senator M ~Ka~j. That answers my question. Thank you.
Senator MuWxEin. The reason the countries have an excess of i n

soundtor my yu an rgad hetw tins s heseIfwear

l3,000,o0s,000 in gold is because they had dollars whith they trans-
ferred into goldd

Mr. WTrt. Mostly, wi th this one etception, Senator. As a result
of the fear of nvasion in those countries, some of the countries de-
liberately shipped a lot of gold here.

Senator MILU:Irc. TIat being the case, I wonder if it is entirely
sound to biy you can regard the two things as the same If we are
establis1ing a habit here of laink dollar balances transferred into
earmarked gold, doesn't it indicate a preference for gold as against
dollars?

Mr. WmroE. It would for those countries.and the reasons vary from
country to country. Some countries are required by their laws to have
gold reserves behind their balances and are not permitted to inelud6
doellama. In other cases there is a feeling that gold earmarked has a
different legal status than dollars to their account-that we would
hesitate to do anything with earmaarked gold where we would not
I'esitate with dollgr balances,
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Senator TI'Arr. We dont seem! to be making much progress. We
wander off so much fromi the things we start on.

Mr. Wmrrr, I thought I had finished with what we started on.
I attempted to explain what we mean by dollars being scarce in the

*fund and what follows fromt the declaration of such scarcity, and
i then I Walmted to indicate that the likelihood of dollarsn being scarce

in the fiind is retnots and would take place only if we changed our
po)licy so that we sold so mueh to other countrie onnpared'wilth what
webought, as to put terrific pressure onlall the countries unless foreign
investment helped offset it,

Senator Fvumluorr. Wouhi tlhere be any inclination on the part of
the fund to put presssre on ils to inelase that amount through our owln
activity, not through reduction in their purchases ?

Mr. WnsT}:. One thing we might do-it doesn't look as though we
were going tO-it would be rnost utfortunate if we did-is to pass t
higher tariff act which would mean that other countries could sell us
imun les~. Alnot lhe thing we nmigbt do is to not reduce certain of the
tariffs which are inexcusably high.

Senator 1frr. Whiat are those, Mr. White? I would like to know.
Mr. W 'rr,. Oh, Senator-
Senator Alla. Well, I really want io know. I am interested.
Mr. Wr1rrE. I remlmberl in my capacity as a meeher of the Trade

Agreeients (o onll i tee for 10 years, wlee we used to eflmine tarliff
schedules we all agreed there were ,ertainl specific ones that were
much too high.

Senator TAir. Many of them have been reduced. How many are
too high now? I want to know which they ale.

Mr. WFITE. It is my judgment, Senator, that there are some that
are still too high and tliht the proper way to attack the problem is to
consider each itel p eiiprately.

Senator TAM. I just wondered wAhiech you thought were too high
today.

Mr. Wnir,. I am afraid that would take me too far afield. I would
like to finah this su.bjet first. One way in which pressure for dollar
exchannge eouhll ie eased would be by etincouraging capital exportm. If,
as the Senator believes might be tihe case, that in the absence of these
two insitutions there ouhld be very little capita going into these
countries, they might }ave a ,arity of currency that would he very
greiat tld would impose i pon thein a great urgency to do something to,
icrea the supply of dlollars and diminish the demand for dollars in
their countries. That is a condition we would like to avoid, if possible..

Senator TArT. Section 8 of article VII says they "shall fonrally
declare sirh eurrency scarce" after a report. I s ugg that one of my
dificulties with it is that that seems tobe an international indictment
of the United States practically made by that and our fiscal poliies.
You say it could be done witheiout the fund but it could not be done in:
such an official way to which we have formally and in advance ag red
One of my suggestions is tlhis: l'lat this section 8 (a)--I mean tlhis is
a statement from the world that the Uinitd States is refusing to take
imports, they are refusing to lend us money, they are refusing to export
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capital, and so we indict them,. We are going to declare their currency
scarce. Weare not going to pay debts we owe them. We have agreed
to all of that in advance. That is what botlhr mre about .ection 3.

Mr. Wort. Let me give you a little of the background. There is .
some point to your remark, as will be clear from what I am about to say.
In some of the proposals tlhat wetr submitted by experts of foreign
countrlies they wanted to inmipose a penalty oil thle country whiose cur-
rency became scarce, having in mind, ot coui"e chiefly tihe United
States. If that shoulbl happen they said the United Stales might be
the chief offender. If the United States does lie same thing as she
did after tire last war. make it impossible for us to sell goods to the
United States and insist at tihe same time up)on subsidizing her exports,
it is going to disrupt the monetary systems of the world merely be-
cause she is not pursuilng thie policy we think shel should. Therefore
the wIant to penalize that country pursuing such a policvy by imposing
a charge or penalty fee. That was in the discuskions before Bretton
Woods.

'Ithe American technicians took this position: We would not con-
sideir any sll] penalty anld we would not accept such a conclusion.
The causes for countries buying more than tlhey are selling differ from
Oline t tine and flom onnt'y to country, and the chief fault may not
at all be ours. It mnigiht be ours in part, but it might also be tihe fault
of the other countries. The mere fact that a particular country wants
to sell us fish oil although we don't want to buy it, perhaps we dont
like so much fish oil, is no reason why they should force us to buy more
fish oil. In other words, countries may he living beyond their means.
They may think there is an unlimited amount of foreign goods the
can buy from the iUnited States irrespective of whiat they can sel
What they have to sell may not be sufficiently desirable to other
countries.

Countries may get into a position iwhere their is a scarcity of fordign
lrrlency not beauses of the fault of the coUntr~y flrnol whih they are

bitving but due to tier own extralvgant polircs. We said we could
arcept no sch assumption, either impic it or explicit, that if dollars be- acoume scarce in the fud, thai the alit is unecssrily ob r. We fiually
agreed that if any currency bcomes scarce a report will be prepared
aod ta menibei o1 the committee which prepares iat report shall le
tI repreelltative o f the country lhose curl'they is bitci miig scare.
WVe want to make certain any report made is a comlpetnt one, and
places the sniilit forhe eon t f scarcity hre it belg itls give
proper weight to each of the variousc causes. We said wce wo uld agree
to have the funl make a report. Miore than that if the fund declares
a currency scarce w e wolhli agree that the find be required to make
public the report. That, we think, is highly desirable, because if there
are causes for that scarcity which are i part due to pohlicies pursued
by the United Siales, then we think that Cotgred ought to kno w it.
the report of the fund would Iave plrstige, if tile fund earns prestige.
If the fund conducts itself in iuch a wvay that it wins the confidence of
the various countries, Congress or a colnmitte-yonr committee would
have it--would have before it the report of the fund for you to examine
for what it was worth. If tbe reason stated in the report seemed
sound it might influene your policy you would take that fact into
consideration, You are not require4 to do anything about it. All
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that you are called uplm to do is to give the report of the fund con-
sideration.

Senator TArt. And it says:
A formal lelaratlion under {a ) above shall , lrna t as an auhorthaioun to

alny nletlnbr, after con.ultjtion wilth the Onld, teln ...i'arly to impiose Ihi.itathoIt
0 , thl *reed n of .xch.nga (el)orati4.ns in he s.re.c carrincy.

In other words, we cannot get dollars for pounds. They raise other
results.

Mrl. WIIvE. No1 Do.
Senator TAnF (reading): "Subject to the"-
Mr. Wrrini. Excuse tie. May I correct that? The fund says in

effect:
If yel sllscrel, to this fllld. you have to agree linot to put erltain restrictions on
the cquisition of lly foreigl cillrrecla on (nIlrrlt trilsli..taos . If, howe!er.
any currency le.:ot..e .aree, then t to .I.nrbrs of ihe fIund revert to their
Origindi l I lWion with resprat to that ulrrecy.

Senator Tar (readillg):
Snbjrlct to the Irovi. os of article IV, scttions 3 and 4, the member shall haye

c),niptt Jurlsdh io in ndetermining t niattre of s,,Ie limtat on--

Mi'. WriTE. Which is what thley have low.
Senator TAnt (reading):

but they will e 1no teI1 restltrilie than is necvssary to limit the demnand for
Lbthe ,arate cur rnt to the supply held by, or atcruing to. the Dueilsr 1 n llt}ti.ol

anId they shall b1I r!htxNl e.al. I lemrd as rai¢sdly as e(oldLIos per.Ilt.

I only suggest that it is a very different thing from a world in
which we pr'sute our own course. Where we have difliculty with
exchange with a counlrty, we go to that country and Ilake an ar-
rangement to make loans if we wish to or we let their trade go be-
eause it happens to be sorething we don't parlicularly--we prefer
to pursue oil' existing policies.

Senator FUL]rnlmo,. You can still make loans.
Senator TaFT. Where you have the world saying, in effect, "Amer-

ica is creatilg order and law and prosp erity in the world," and they

same way.,

Mr. WHei. Well, Senator, what they would say in that event-it
is not a likely event, but if that did occur-what they would say is
that everybody cannot have as many dollars as they want, which is
preciselv what Ihas been said for lhe last 15 years. rlThere is nothing
new in that.

Senator FrnLaonry. It seenis to me we would want them to restrict
it in order to get replenishment.

Mr. WVurl, Of CourIse.

Senator FrnBRInnTr. And we canl still make money.
JSenator TArt. I would like to read at this point Lord Keynes'

statement on the subject, because I think it throws light on it:
There is alnther .advantage to which I wish to d.n.w your lordshiip's pial

attention, A tprop, share of r'spomsibility for mnaintnin g equilibriu m iu the
blannr of ;Iteriatioal paynnts is s aluary planed on the creditor natlon.
This is .oe If thle major inprovteients iii the Iw planl. The Asrl!isl, who
are moust likely to he afftited by this. have, of their own free will and honst
pUrpOao, )ffered us a fain-reaching formula of protection against a recurrence of
the main ease of deflation during the Interwar yearls, namlyI, the draining of
reserve, .ut of the rest of the world to pay a country which wab obstinately
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horlowIng anld exrprtinig on a sele inn l .enaely greater lnu it was lending
and Imprlirting.

Now, here is a statement that I think gives a wholly false statement
of our position in the interwar period:

Under laue VI of the plan a miontry engage lt8eit, In eflet, to revetllt
Su11h a stutlllon froml ariillg again, by 1promlni.g. .ho1uM It fall, to rileawe
other coatndtris rom ally oboligatiol to take it* emrats, or, i t taken, to pay for
tleim. I Clllllot ilmagin that tllhs sat wtioi ould ..ever ae lilowed to conic lllto
,effet. If by no other m hans 'htln by lenlling, tbe creditor cuntry will always
have to find a way to aquarO the accoutl on Imperative gnoinuls, of Its own
;rlf-lnterest, For it will no lotiger be entitled to sqluare the account by wjneeylng
gold out of lhe rest of ua.

I may interpolate lere that you seem to he going to take eight or
ten billion of their gold, still, under your own theory.

Here we have a volntary undertakng, genuinely of'ered ii, the spirit both of
a good neIghbor and, I mhould add, of enlightened esif-inte,ret, not to allow a

pletition of I chain of event8 whih between the wars dill more thain ally other
single factor to destroy the nrl'rh ,conomie blailne ald to prele' ai ,td-lb
for foul growth. This 1i a tremndous extersoln of iltrnatlsona] coeraiolon
to good ends. I pray your lordshlvs to pay heed to its limprtaee.

Now, does that state substantially tihe results? I do not think it
stiltes thle facts fairly, hut do you Illink it states the resialts of this
conference?

Mr. WInre, I dislike very much to criticize anything tlhat Lorl
Keynes has said, becate I have a very high regard for his integrity

a'bility and understanding of the subject, sand his interest in
helping to bring about world prosperity adul peace. However, I
Il link I would not have written it tlhat way. The onl ' thing that the
flund can do-and we were quite agreeable to inelude t rat. nldl I think
it is an excellent thing-is to make a report. lhe eoniniittee of thb
fund <an make a report, and one of tihe committee members, as I say
would in that ease be the American repieslietitive. They woul

·make a report concerning thle' varlous e:tses. sugcsig iil etai e
dies, and that report would come before your com* ilttee, and youll
would give it whatever consideration yu I thought it deserv6d. If
yot tlhought the argutni ts that ee give were geso, wer s d atld hat they
di rndlcate and called for some modification of (overnmnent policy,

I am sure you would he glad to adopt it. If, on the otrher hand you
felt that they were in error, if you felt they were distorting thle Incts,
I aml sure you would likewise give the report the consideration which
it deserves. You would in that case throw it in the basket.

Senator TaFr. Well, I just suggest thlt it puts us in the position
before the world of always allowing-as l]on as we have a high
standlard of living ad greater prosperity, of oing acts of sabotage
to the rest of lhe world liv an official body. I think Lord Keyn im
right when he said you were extremely generous in agreeing to such
a provision.

Sniator MILIUN. Mr. Chairman.
The CrLAamaS. Senator Millilkin.
Senator MILLIKIN. I atggest, Senator. that to my mind it takt

the form of giving this fund the power to develop an einbargo on
the United States.
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Mr. W nI. Senator, I do not quite understand that. What will
happen after the war, supposing the fund never goes into effect, is pre-
cisly what happened in the last 15 yeats, and you can even go further
back than that in certain countries . A country cannot satisfy the
reqiuests of all its nationals for dollar exchange. Now, what can
a country do? it has, let us say, a half billion dollars' worth of gold
or foreign exchange which it fins it en spare without going below
a proper monetary base and critical reserve. Here they have a de-
mand on the part of their national for the euivalent, let us say, of
two hundred million a year. Any responsiblse central baik would
look at those figures and say, "Good Lord, if this keeps up we will
sol he iln trolible. We may lhave to depreciate our currency or sub-
sidize exporls,' or adopt alny one of the other devices that we would
prefer them not to use. Instead of that, a reasonable approach to
the problem is the one that we want to encourage. The fund would
say, "You have to ration that exchange. You aven'got enough
to go aroulnd." ' They don't d:lare an embargo against our exportl.
There xwas no embargo against our ex~orts fromr the year I926 to the
year 1939W and yet some colntrics ltioned their foreign exchange.
There wene only a few eountries who could haveafforded to operate
without rationing their foreign exehanqe.

Senator I'Arr. May I sugged fiat ry the fired ationing what
dollars there may be, they doetermine wIret we can explrt, instead
of our detr:mining it, whereas if we are free to handle it ourelvhes we
can dethrmin wher e hewe want to export and where we do not.

Mr. V'rr~e No. We never ration our exchange. It is the otlher
ct entrios that do it.

Snator Tart. I)oesn't the fund first ration tihose dollars belween
the eountriesa That is what I ae trving te t at.

Mr. Wunn. Oh, the fund rations w hat Itle theou is left in the
fund, and that has to be the case, because if dollars in the fund are
not enough to ,utisfy all the countriies that are apsking for themn, quite
obviously the fund has to ration them.

MSenator Tar. Mr. White, may I ask you onn qution that bears
(, (lon this? It is a technical thing that I don't exactly understand. Are

you sure that all the dollars will get into the fnmdl For instenme,
my suggestion is that French exporters export, and they naterally
hang onto those dollars individually. They want the themselves.
They want to go over ad buy something, perhaps, in this country,
or use it tooby sonwething somewhere else.

Mr. Wmrr. That is a very good question.
Senator TaFT. How can we be sure that the fund won't run short

of dollars when p there ar dollars scattered arond e the world in the
hands of other people who woull have come to this country and
bought goods but who are now forbidden to do so by these sudden
restrictions imposed?

Mr. W,rrrE. Tlat is an acute observation, Senator, and that is
something that troubled us when drafting the provisions. This is
the way we provided for it, and we think we provided for it effec-
tively. What, I gather, Senator Taft is saying is that countries may
come to the fulld to buy dollars while the dollas those countries
acquire from various sources, private individuals will have.
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Senator TArr. They don't get thema. Their individuals get them,
Mr. Wurrms. Indivi ualis will.
Senator TPrr. They cannot control those individuals. can they?
Mr. WurrE. We included a provision which takes care of that very

thing. Dr. Bernstein will ldecribe it if le may. O

STATEMENT OF E. M. EEENSTEIN, TREASURY DEPARTMENT,
TECHNICAL ADVISER AND EXECUTIVE SECRETARY OF TEE
DELEGATION OF THE UNITED STATES TO THE BRETTON WOODS
CONFERENCE

Mr. B}r;Nsiwrr. The general proviskio states that a country that
uses the fund-

Senator M;ilwocK. Which provision is tihat?
Mr. BnrxSrnTi.. There are two provisions I am going to refer to.

One is in article V.
Senator Mnotxa. What page?
Mr. Bntxsarix,. Page 10, section 7, and I am going to sui'narize

for you section 7 (b).
Now, this provision states that when a country uses the fund to

acquire foreign exchange it IufSt see illat its own exchange resources
are usod in q1l nmont; nnd.! as Mr. White explained. that means
if they have an incrlement of 'xchange, they must use all of it before
they come to the fund. If they hiave used the incrnmelit and still
want to use the fund, then they must draw down their own gold

reserves by an equivalent aml ount. A country that gains, for example,
a hundred million dollars in gold and uses the funld to the extent of
a hundred million dollars, would ha ve to buy eNery single unit of
its currency baek that it has sold to the fund in that period.

The point that Senator Taft raises is this: We say a country that
has ln miocement of exhclnge lUst repurchase its currency. His
point is. I gather that the central bank or the Treasry won't get
this eBtaznge. It will be in the hands of iNdividul Fren mien or
Brazilians or whalevet r Ehi countr'y may be. Now, we have taken a
care of that in article XIX when we explain what are the exchange
holdinr of a eountry.

Mr. WmmIT. Refer to the page of article XIX.
Mr. BImasx:rrrx. It will be on page 35. No. Excuse mne. It is on

page 34, at the bottom. That is article XIX (c), "The holdings of
oter official institutions.' The expilanation of what is a member's
monetary reserves for the repurchase provisions is explained in this
series of paragraphs. It is made clear. firsl, that it includes the old
anit dollar reserRes of the central bank, the Treasury, tile stabiliza.
tion fund, and otltr official institutions. That is the first thing.

Mr. Wintr. May I interri pt you therm? Not only gold anid dollars
but, should any currncy have the same interehangneabilty between
·gold and reun'ny. that would be incleded. It so happens that dollars
nare about the only one.

Mr. ~I3RSTFN. . That is right. I should qualify that. If later it
turns out tlhat other cu~nnties can become substitutes for holding gold
or dollars, they weuld he included. Then it states that some dollar
exchenge and, as Mr. White indicates, other convertible currencies
may be held as balances by their banks, in which case the fund can
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take the attitude that, if the banks are accunmulating more than they
need for working balauces, the excess shall be deemed to be part of
the official holdings.

For example, suppose that we nssume that British banks need $a00,-
000,000 of foreign exchange in order to carry on their exchange busi-
ness conrveniently. Suppose they increase the balances to $500,000.000.
Then the Ifund Jan deem the excess $200,000,000 to be part of the of-
ficial holdings and subject to precisely the same meurenhase qualifies-

jioln s ro~ld. dollars,, or other (o'vert iile c'rrencies held by the
Bank of England or by the British Treasury.

Tlhen we camne to the question, Whabt shall we do with holdings of
bniiiessmnen ? lere busilnessmen, corporations. may be boliing hbal-
ances. Now, it is quite proper for them to hold some dollar bhalances,
if they are dldng buisles in the IUnited States. In order to avoid too
mueh dificulty in imiaking their purchases and their payments here,
they may he allowed. quite properly by their government, to keep
tnode¢rate baladnces. But suprose0 they do what Senator Taft su ggests,
they now try to build up these dollar balances in order to avoid givine

it to the overnment. And the question before s was. lWhat shall
·we ldo abnout preventing such a[ means of avoiding the repurchase
provisions

Now. we had two ways of doing it. and wye decided on the second.
The first was to say very plainly that the frnd shall require every
goveimment to take from its natiomndls the excrsrs holdins and count
it as part of its own reserves; and in some of the early discussions we
did have some such provisimons.

Tie second methnd. which we thought. on further discussion, to be
the better, is this: Not to have any sort of statement in the eree{ment
wh'eh would seem to imply that this Government thinks that every
mgovernment in the world oaught to ]imp on its corporations and busi-
nesamen who hold foreign exchange and sav. "lltrn this over to the
government. We want to count it as part of the official reserves." We
preferred an indirect method which was this: If the banks hold 300
m illion as noimal. tbey hold 300 million because the businessmen. say,
hold a hundredmillion which they are oing to use themselves. Then
when lusinessmen need suppnlements they will buy from the hanks.
Now. if bu'inemssnen should hold excessive balanuce of foreign cx-
dlinuge, bv definition what the banks need to deal with them becomes
that much less.

Senator T'rr. What is %ces le I mean why shy ddn't a cor-
rporaI ion in Flrance fiGmue that 2 years from now they will need s.,me-
thing they are going to have to buy in the United States and keep it?
What is exressilve" nbont it?

Mr. BE r wsa'N. The find is the judge of what is excessive,. I should
first Point out. In all these cases the fund is the judge. It is what in
the funds opinion is excessive which would count. If, for example,
a corporation holds three times as much as it ever held before tile war,
if it is huildine up exchange reserves which it is not likely to use for
2 or 8 years. while in the meantime it would be getting in an accnumu.
lation of exchange reserves. you can see that they are excessive.

Senator Bnna,. How will the fund know where these are located?
Mr. BTsFrxnw. Every country is required to report to the fund on

all of these data.
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M'r. WnrVu. We get such reports now, Senator.
Senator Brrr. In each individual name?
Mr. BERrNrmIN. NO. In aggre ates. NOW. we ourselves know

what is held in this countrvy by foreign governments and central
banks, by foreign banks, by foreign corporations, in deposits. That
has been reported to this overnment regularly once a month.

Mr. Wnwre, And by foreign individuals.
Mr. BEiRNsI'sIN. And by oreign individuals, too. That has been

reported to us regunlarly once a month since 1934. The banks collect
this information for their own guidance, and they pass it on to the
Treasury. We do not ask for the name of each corporation sepa-
rately. We don't need to. WVhen we see the aggregate is rising as
compared to what it should have been, and we know what it should
have been--we know what it has been flow, you see, for 10 or 11
year-we would have complete information as to whether or not
people are trying to evade the repurchase provisions in the manner
that Senator Taft suggests.

Senator TAnr. Chiefly, I suggested we would have trouble in put-
ting on all those restraints in our desire to get information and reports
fron every foreign country.

STATEME 3T OF HARRY D, WlITE, ASSISTANT SECRETARY OF THE
TREASURY, WASHINGTON, D. C-Resumed

Mr. Wnrm. That is true, Senator, but we do not depend on their
reports. We are spcaking of the countries which are likely to be
the major countries, chiefly the United States, in which foreign hal-
ances air hmin ·increased for the nurpose of getting around this thing,
and that woi'hl be chiefly the lnitd Sta8tes. We get our reports.
Other countrieswill need to get their reports, and one of the desmble,
things that will revsult from the fund is that all countries will find
themselves required to have much bettar financial data, much better
factual information for their own Lse as well as for use of the fund
than they have ever ihd. There will be a gradual development in
ollecting data, and we hobe that it wont he long befre thse coutrie

will have something that apiproaches our own. We probably pozsibly
with the cepti of da n e ther coutry, led world
in the adequacy and competency of the data in this field. Omu could
be inmproved, but those of many other countries could improve much
moral.

Senator TArr. Well. I do not know very much about the technical
difficulties of trying to line up these private dollars, but it occurs
to me it requires thile mass regmentation of every foreign-exchange
transaction and every holding of foreign currency throughout th}
entire world.

Mr. WeIn. No, Senator; that is a misunderstanding, and I want
to refer to something on exchange controls and capital movements.
you asked one of the earlier witnesses which robably was not, I fear,
cleared up. Firstly, it is well to remember that what we are dealing
with in these balances and data are aggregates, not individuals. We
are not interested in individual accounts. We watch the total bal-
ances; the balances of one country, the balances of each of the other
countries, or the balances of all countries; not of individual accounts.
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Secoandly, we are not concerned witi amounts that are small for the
omritry ii question. For exam le, supposing you are taking up
imaters involving a movement of British capital lhere, the sum of a

score of million dollars one way or another would have little sigifi-O ltance compared to the amnlxt of transa:tions with which we areo
dealing. What would be significant for England would be fairly
substantial amount of capital movelment and a Irecurring movnement.

Onl the oither hand, if you took a country like Honduras or Guats-
mal,, a movement of a few hundred thousand dollars would stand
out like a sor thumb in her total operations and in the fund's opera-
tions with them. That would be lage for Honduras. So that a great
dlegre of accuracy in following capital movements is not needed for
purpsets of fid dlecisions. It is easy to ascertain significant move-
ments when we will have adequate data, as we expect to have as time
goes on,

Now, you commented that you thou ht that the accounts of indi-
vidunals and the transactions of individuals would have to be exam-
ined in order to determine whether they are undertaking black-
marketoperations. Senator, that is not so. We are protected against
that requirelment by a provision that I think you would be interested
in, that you may have overlooked.

Mr. Luxford what is the number of that provision I
Mr. ANSEL F . LuxPonm. Section 3.
Mr. WuITrn. Yes. I am going to ask Mr. Luxford to explain that

provision because lie helped draft it. Mr. Llxford is in our legal
de artment.

Cr. LrxRol. If you will turn to article IV.
Senator BU'LER. Wmat page
Mr. BERNSThEIN. 5.
Mr. Lunxnou. Just a Second. I will give it to you. Page 5, section 4.
Mr. Wigam. (b).
Mr. Luxornn. Section 4 (b) provides that-

acht member undertakes, through approprliate measunrs eistent withll this
agresment, to ipermilt within its terrltoriles exchange transaetions between Its
currency and the currencies of other members only within Wte limits prescribed
under setion 3 of this article.

That is for app oximately parity.
Then there is the statement following that, which is very important

from the point of view of the United States:
A member whose monetary autnorltles, for the 9ettlrmmct of intetnational

transaetlons, in fact freely buy and sell gold within the limits prcribhd by
the fund under section 2 of this article shall be demted to be ulellng this
undertaking.

Now, this is what that means in general. If tie fund was going
to mean anything you had to have countries adhere approximately
to parity in their {oreign-exehange rates. In other words, you couldn't
have the black market that Senator Taft has mentioned, operating,
or you would say this is all nonsense and you have a fictitio,,s rate
of exchange, and we had to put on countries the burden, the respon-
sibility for maintaining that rate. On the other hand, we did not
want a situation where the United States eould be blamed for the
fact that, say, the Mexican peso rate with the dollar was off, and
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people would siny, "Well, what', wrong?' We wanted to be able
to say that so long as we were willing to buy and sell gold freely--
oulr Go etrinhl e aGlbwnitn iets--th ai ws the extent of our responsibi ity
anid we did not hlave to im ipos ex change controls, We did niot have
to do anything byond maintaining this buying a:nd selling of gold ina
order to enforce our obligation. Now, that means that if the
rate vent tar froni the agreed parity Mexico had the responsmibility-
to see that it went back up to parit. Do you see what I mean

Sentator TAT. Yes: I see. That is all ight here, but no other
country would be able to do this: and when you come around to
question vihether there are a lot of dollars around the world in China

lthd liter phles, and tihe Chiinese Governmlent is not colntrolling, isi't
it quite possible s ill thait they will be unable to control the black
market in currency? Tlhey never have in the history of the world
for thoiusanlds of years. And isn't it possible that I the dollars may
be short in the fjlnd-and that is the question I originally raised-
when they n L Ially are fairl plentiful around in Lthes other countries,
in the possession of private citizens?

MrI. WVITT. There are two separate parts to that question sir.
Senator Txmr, And the only way they could do it would be by the

strictest kind of i01ack-ninrklt eonlrol in thiee other connt ies, whichl
probably they wouldn't enforce.

Mt-,L Worry. Selraolr, I think thr, arei two differenit points you are
raising. Mri. Luxfords reinarks were directed toward simply th(
question whether we in the United Staltes would have to exercIs con-
trol over individual tranisactions, and the aniswer is: No; so long as
we stand ready to buy and sell gold at a fixed ptice. Now, any cotit-
try that cdoes the same is equally free.

Senator Mnllnxc. When on buy freely at a fixed price--
Mr. WDrR:. Yes; at tlihat gure.
Senlator M :lwE. Hlow can you buy and sell gold freely--
Mr. W\Vrrn Well, what I rhean i-
Selluator M1UHno. At a fixed pi-ce?
Mr. Writm. Well, in Ithis way. This is what we do. If any bank

has an international obligation abroad, it can come to the Treasury
as it always has, and huy gold at a fixed price to settle its balances.
That means that the exchlange irate on counltries that buy and sell gold
at a fixed price caniot valry uceb.

Senator Mmolocu. Yes; but you Siy here in section 2, "Gold pur-
ehase based onrmr values.'

Mr. WHITE. es.
Senator Mricnocz (reading):

Tilhe rnd sball preseribe margin above and below plr value for transavtions
in gold by members,

Mr. Wony. That's right.
Senator MuromnK. Now, does that mean that the fund could say that

we could purchase gold at--
Mr. Wn'n. $35.
Senator Munrocx. Well, could we purchase it a little above that
Mr. WRm, There is a small margin to cover the cost of handling

gold, and of eourse the price for gold is $85 an ountce.
Senator Mnvmoct. Yes.
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Mr. Wnarre. Plus the ha±dling charge. And we will sell gold to
any legil imnate dealer at that price, atid we will buy goid fromI anyone
who offers it.

Senmtor Mrumx'x. Does this margin simply refer to the handling
charge?

Mr. Wmr.. Plus transpolrtalion. It is a insmall margin. pluis or
milrus 1 percent. Ad that (uestion i of tie contiol of the black nmrket
for the other countries--that is Itleih responisbility. As for the
pibl be that we originally staIr ted to discuss lie re was whet her or not
it }t possible for wiiividualos abrorad to I m hi up I jant(es in the Un itl
Slaths. It is eilsy en oiugh Io slwN thast sonie idiviiuals might he
able to do this, aimo any econ omist who is familiair with thi e subject,
it lie wished toii isislei and1 distort, emhld say, "WVeli, you ant tell.
Hiere i a private inidiivddl tlhat could,, hrouigh a third party, dis-
muise the holdinigs anl not register them, and so <ni" Surely. lut
ithat is deali ing i;th il)eunnts 1 mean what we ar afel in this mone-
tary policy is large siuns, sillIs that are large with referencee to the
eountry ainnd it is iln )ossille for a counltry like Engindm, for example,
to hite the fact, an( shle wouldn t wish to-the British authorities
wdtdlln't wish to-that halan Ies had advanced by $50,000,(OO or
$100,{),0(0,0 here. Tile baink in this eotunry or a business firm would
have to be in collusion :lnd there wouhi have to be a lot of covern
up that we wonhiU fin I not. There wo iid ire no reason for it.F
w,,ull he equallyI dificu it for people xllino iived in Guatem ala or HoD.
douras or any one of tho es stlnall coiuntries to obs¢cure or hide the fact that
their halances had inereased in the fUnited States by a million dollars.
You see, the kind of banking data which are submitted to us make
it easily possible for the monetary authorities in this rcountry to know
what is happening, not with respect to particular transattions, not
with respect to small antra,.nts, hut with respect to amnounts that are
relevant to the kind of problehns which the fund handls.

Senator MIjlrKix. Mr. Cha.irmian, may I ask a question at this
point?

'i:e CI miUAN. Yes,
Senr+m MTUSKiuN, Dr. White. as the fund gets to operating and as

the b, I : gets to operating, the dollars available to foreign countries
together with the capital and rmonvy which they can assremble okt of
thimr own enerative processes will put them in osition to make a
rather rapid restoration of their own exporting iurirstry, supply their
own domestic needs, and to export within their normal or witlhin their
new trading areas, whatever they may be.

Russia, for example, with the aid that the fund and thle bank will
give her, together with her own strength, the aid she would have
elsewhere, would be in a position to export to her satellite countries.
A restored Belginun, a restored France, and possibly a restored Ger-
many will have their industries gradually supply tlheir own domestic
needs and will be expo.rting within their trade areas,

I)oes not the effect of that rocess tend either to defer or to alleviate
the short-dollar position ? n other words, as these exports are multi-
plied by the countries which now must import from us, as we put them
in position to make their own exports, that will decrease the amount
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of exports from this country, will bring our exports in closer relation
with our imports, and thus ameliorate a dollar shortagot

Mr. Wnyrr. That, to me, Senator, is A very fair and, I would be
inclined to say, very accurate statement of whatwill happen.

Senator MILLIKIN. But it also defeats this dream that we are going
to continue to be an enornous exporting colnifry?

Mr. Win'r. That, I find myself a Tittle less inclined to agree to.
I don't know what dreanm you have reference to, but it does mean that
the level of exports, the level of world trade, if you wvill-

Senator MlHLAAIN. Yes.
Mr. Wumae. Would be higher, you see. But the first point you

made, which I think is more important for this dismcsrion, is that it
would mean there would he a closer approaich to balance, and the
balance would be reached at a highter level.

Senator MILLurx. It in part is a timing problem. If tose indus-
tries can restore themselves, reformed and improved out of their own
strength and out of what we and other countries are able to do for
them, this dollar-shortage business mnight not come up in crucial
form, or it might be lone deferred.

Mr. Wnin. I think that is fair.
Senator MljumiNr. And tlht very process decreases our exports.
Mr. Wnrre. No. It decreases the export excess. And that is a

very different proposition.
Senator MlxJmNa. All right; call it the export excess.
Mr. WHITR That is right. In other words, our level of trade is

higher, though the imbalance is less.
Senator FvuuIamor. The Senator does not think we all dream we

are going to be the only exporting nation in the world? That is not
a dream of any rational people, is it?

Senator MIWKIN. Well, I am glad to hear that.
Thie CHAIRMAN. Well, we have got a lot of things to do,
Mr. WnnE. Itave we finished our consideration of the problemI
Senator FtrPRnoUn. I do not think so.
Mr. W fnn. Tinme is up, Senator.
The CHaIRMAN. I do not think we are quite finished with you yet,

Doctor. Will you be here tomorrow at 10: 30
Mr. Wirum. Senator, I am at your disposal. If you feel I can be

-of any help, I will be glad to be here.
The CHAIRMAN. After that will come Govenror Fecles, and we hope

to have a session tomorrow afternoon too, gentlemen.
(Whereupon, at 11:50 a. m., an adjournment was taken until to-

:morrow, Tuesday, June 19, 1945, at 10:30 a.m.)
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TUESDAY, JUNE 19, 1945

UNrrTED STATS SENATE,
COMMirr ON BAnrno AND CURRcNaC

Washington, . C.
The committee met at 10(:30 a. mt, pursuant to adjounnment on

Monday, June 18, 1945, in room 301, Senate Office Building, Senator
Robert F. Wagner (chairman) presiding.

Present: Senators Waag neer (chairnman), Barkley, Radcliffe, Downy,
Murdoek, McFarland, Traylor, Fulbright, Mitchell, Tobey, Tat,
Butler, Capper, Buek, and Millikin.

The CHAnIRMAN. The conrnmittee will enQie to order. We are 10 min-
utes late now. We camot wait very much longer.

STATEMENT OF HARRY D). WHITE, ASSISTANT SECRETARY OF THE
TREASlURY, WASHINGTON, D. C0-Resumed

The CHAnIMAN. Mr. White, when we finished yesterday you were
about to discuss some matters, and we cut you short because we had
togo to the Senate. Will you pnceed from there on, if you will?

Mr. Wirmr. I shall be glad to, Senator. I had wanted, before I
continue to attempt to answer a question which Senator Murdock put
very early and which I said I would like to postpone to get through
with rnething else.

T' C .. TJM]AN, Very well.
Mr. W rra. With your permission, I would like to return to that

questira :and answer that before I go on to any other material
Thell CHAIRMAN. Fine.
Mr. Warr. And I shouldn't like to have any other question take

me off of that point, bocause Senator Murdock has been very patient
in waiting for an answer to his question.

The CxARMAN.. Very well.
Mr. WnriT. If I remember correctly, Senator Murdock, you in-

quired as to whether or not the recent alteration in the reserve require-
ments of our note issue and deposits would have the conseluene of
depreciating our currency. Was that your question, Senator?

Serator Mnuoc. Yes. I, wondered if a movement such as wev
have takel herm in a reduction of our reserves could, under the Bretton
Woods agreement, he construed as a depreciation of our currency.

Mr. Warmra. The answer to that, Senator Murdock, is definitely
"No" under the fund a ement. In fact it is doubtful whether even
in the absence of the fuin tihe consequence of that reduction would
have any significant effect on the internal value of the currency or
on the external value. The reason for that is, this is one of the times,.

1IO
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I thilnk, peculiar in history, when any (country has reduced its reserve
requirements which had been established by law because of the ex-
pansion in note issue and deposits and not beeause of a loss of gold
Most eountries, when forced to reduce their rujreqineits are forced
to do so because there has bten a flight of gold a drain of gold either

an external drain or a domestic drain, and gold reserves go dow in
absolute amounts. To meet that situation they may be required to
lowertheir gold reserves unless they want to aba'ndon the legal reserve
requirement or do otber things. In our situation it has not been
any reduction in lhe goald r'(erves to any significant extent that was
resxs"ibhle for the decxlnng reservet ratio, but rather it hIas been the
expansion in 1oteo issue and deposits uiC to war codmtios. So that
thie conseq ueneC that would follow normally, do not follow iyw.
Wheen a country's gold bolding are being reduwed due to an outward
drain, there develops a loss of confidnee in the cirrency.

Senator Tos r. May I ask a question there, Senator Murdoek, on
that point?

Senator Munoclr. Surely. I wish you would raise your voice,
though.

Senator ToaEn. Of eourse it is very involved, I realize that, but I
wish to point out that as to this 25 percent, when a nation puts out
its cilrrilroV, its pnroibises to pa. whelther ii is in the form of elrtlncy
or deentutres, behind that promise to pay are all the assets of the
comotrv are there not?

Mr. WEnm Oh, yes.
Senator T'oney. In the last analysis that is all behind it.
Mr. Wmrn. That is behind tihe word of the Government.
Senator Taons. So that as to this 25 percent, as far as this country's

solidarity goes, and thie spirit to pay, we still have all the gold we had,
whether as reserve against tliho notes or not; is that correcti Do you
agree to that, Senator Murdoek

Senator Mumxxoo. Well, I agree with you fully that any issuance
of currency, like our Federal Reserve notes, is, you might say, or
constitutes, a blanket mortgage on all of our resources and on all
of our taxpay ing powers.

Sator TonaErY. On all the wealth of the country, exactly, in the
last analysis.

Senator MUvaocK. Yes.
Senator TonelrY. So that, finally, while our reserves are 25 perenet,

yet behind those and every other thing we put out is all the gold we
own, as well as other property; isn't that rigiht

Senator Murnooa. That is right.
Mr. WnTn. Senator Tobey, I think-
Senator Muntoc. Of course, if you come to the hard money posi-

tion that a lot of peol Ae take, who want to discard absolutely every-
thing but the metal behind the molney why, they probably would
not agree with you and me on it. I am in full agreement with you
that we not only have our gold behind our money, but we hlave every
resotrce and every asset.

Senator ToErY. Exactly.
Senator Mmpnoc,. Every resoluce and every asset of the country

behind it.
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Senator rTolY. That is exactly right, but nlany people overlook
that fact or speak aholut the particular percentage of gold against
the currency.

Mr. WnlrE. That is quite true.
Spnator I Ton. I am not arguing against that; I am simply trying

to brin out the fact.
Mr. fVnnt. That is quite I rue. But there is this important point

that I think Senator Murdoek has in mind. Usually when there is a
reduction in the gold reserve ratio it is because of the loss of gold.
A substantial loss of gold, By destroying ori- ralther, reducing the
confidence of the people within the country and abroad in the future
valte of that currenyev leads to a fiIither drain aind suibsquently may
well lead to de precitiiion of currency. But in our particular case
the situation is differont by virlue of the fact that it has not been
the low or ,,old so muhi -

Senator tVrnIOar. Well, it has not been a big loss.
Mr. Winm , lint the expansion.
What is that, sir?
Senator MunmOcx. We have had some lass of old.
Mr. W im. We have sold about 2,000,000°.OO in the last couple of

years.
Senator MuRDKox. I do not think that is the big reason.
Mr. Wnrm. That is right.
SeatorMvRmwIX:. I think it isextension of fFedeel Reserve note-s-
Mr. WHIITE. Correct.
Senator Mruatnin. Plus extension of denmand deposit.
Mr. Wnrnr. True.
Senator iTrnIxu1K, That haies made this necessary.
Mr. WuTr.e. True.
Senator MunaocK. The thing that promnoted the puestion on my

part was this: That when conflonted with that situation we had two
remedies. One remedy was a reduction in reserves. The other was
the inreaser, incremsing the value of gold. and we adopted the former
.inst ed of the latter. Now, of course, if we could remove that situation

~y inretasing the value then the question arises: If you take the
'other mannr,' of dereasing the ,iold rersves, shouldn't that hare the
same effect, both internal and external, of having depreciated your
currency? Your answer. as I understand it. is "No.'

Mr. W-nnr It is "No." You night be~ interested in this aspect, too,
Senator: That hlie funds which we will be called upon to iut in the
International Monetary Fund as our subseription fee would cone
largely out of our own Stabilization Fund. That fund is, as you know,
separate fron the specie reserve which is helind the note issue, and so,
to the extent that we can use that amount. which would he 1.8 hillions
it will not further reduce the reserve ratio. That is an important
fact to remember, because there am some who are worried about the
declining gold ratio. and about tihe prospect that we are going to further
reduce it by our Astleription, but most of it will come out of the Sta-
bilization mFund which is already set aside and is not included in the

onetary base.
Does that answer your questionI
Senator Mnrmmcu. Yes; that answers that quite satisfactorily.
Mr. Warm. Fine.
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Senator BucK. Mr. White, may I ask a questionI
Mr. Wurrz. Senator Bukl
Senator Bulrcc. In your answer to the Senator is there reallyany

difference-in your explanation is there any dijerene, if you hold
your currency a stable amount and change your gold value or you
quantity of gold, or if you keep your gold reserve and increase your
currency? I mean, don t you see ia difference tlhere

Mr. Wlnt. There is a difference. Senator, of a kind, and the differ-
ence rests on two grounds. Where you are losing gold-in otilier
words, where your reserve ratio dinmishes because you are losing
gold--

Senator Bucr. Yes.
Mr. Wlrrit (continuing). Then people, as I sid begin to worry as

to whether or not thie ,unltry will have enough gol to meet later conm-
mitrenut, external commitments, that it may have; and also people
beein to be concerned about the strength ot the currency.

Senator Bucx. Yes; hut in the va lue of the dollar itself there is no
difference?

Mr. Wnnx. There wouldn't be unless that feeling of lack of con-
fidenee became so great that you had a flight of currency, in which
case you might find it necessary to choose among several alternatives,
and one of thte alternatives that you might be forced to adopt is the
reduction-is the depnriasion of currency. 'fhat is one of the things
that happened in 193;( and 1937 in France, where the gold reserves
began to diminish because people in France were concerned about the
future value of the franc, or wanted to make speculative profits, and
they began to send their money out of the country. They went into
dol as and sterling and Swiss francs. That meant an outflow of
additional gold. The more reserves that went out, the more worried
people became and the more pressure on exchange became. One of
the conseluences was a fall of the franc.

It is much Senator, like a run on a bank. If they begin with-
drawing their funds from a bank, well, then depositors get worried,
and they withdraw their deposits, and the first thing you know the
bank is a difficulty; whereasg when the restrve ratio dehlines, as in oue

~~~~~~~ueley ishrae.iCoes ot al l

ceae, ercauso the monetary supply is increasd, it does nothave the
same effect, particularly ni wartine where it is expected that the
monetary supply will expand, and it is not a symptom of bad monetary
policy.

Senator AnCT . That was in Francek
Mr. Wnrre. That is right. Our expansion of money is necessitatld

py war. Everybody tunderstands tlmt and expects that, and it is true
m every country.

Would you want to begin with questions now, or shall I continue?
The CAT^MAN. All right.
Senator TAir. Mr. Chairman, I would like to ask one question here.

1he C£narm~nN. Certainly.
Senator Tar. Mr. White, going back to the question we discussed

before, of course one of the purposes of the fund is to got rid of alt
of these various exchange restrictions, and so forth. Well, it seems to
me that article XIV to a large extent nullifies that, and that it is so
indefinite and so uncertain that we have no assurance that we are
going to get rid bf any of these restrictions short of years or perhaps
some time after 5 years. Do you wish to comment on that
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I suggest that we are actually financing, if you please, tile mainte-
nance of these restrictions against us, that they will be maintained for
the next 4 or 5 years. What is the use of going into this fund now with

agke understanding that the restrictions are going to be indefinitely
~l~ontinuedt

Mr. WITlTE. Senator, there have been some comts on that scor.
There is little Imight add. If we were given thelhoice, or if we had to
nmake a decision--lt us put it that way-alone, that all restrictions
should be eliminated, we would say "No," in ourown interests as well as
the interects of thi other countries, that should not be done, because
that would mean that the other eountrier would be in troutle right
from the start. The situation which confronts other countries, as I
think you yourself Sentor Tft pointedout earlier, is that they have
very sizable obligations in otm currencies, they hav e a demand for
foreign goods suo sitantially in excess of their ability to obtain neces-
sary foreign exchange through their exports with which to pay for
those goods. Take the peoples in European countries. They have
been without goods for (, 7, or 8 years; without many of the consmner
and manufactured goods that they need. If you were to take the lid
off purchases from abroad you would find that importers in those
countries would give enormous orders to the few countries that are in
position to deliver thnm, both because they have been without those
goods and because many of them are i no position to produce such
goods now because their factories have not yet been converted from
wartime to peacetime, and in maly cases the factories have been
destroyed.

Senatot TAnt. Mr. White-
Mr. Wtrrn. I would like to finish this question beeuse I think it

bears on your point. This is an important point, Senator, that you
raised before, and I think it should be larified.

Now, if there were no restrictions imposed by those countries on the
ability of their importers to purchase, those countries would have to
pay gold out of their reserves to get the foreign exchange necessary

ato pay for the goods which their nationals have bought. Now, the
amonmt of gold which they would have to pay out in a short time is1b larlge compared to what they have that it wouldn't take very long
before their reserves would be depleted far beyond the danger point,
and they would be forced to take one of several steps-

First, they could depreciate their currency in an effort to check thatL
You see, when they depreciate their currency they make foreign goods
more eXpensive, and they make their goods less expensive. That is
one thing they would do.

The might also impose low import quotas and finally restrictions
on exehange. They have no alternative. And any minister of finance
or any pament or tongress, faced with that contingeney long before
it developed would foresee it and would say, "We cannot remove thI
restrictions we have on purchases of foreign exchange because to do
so would lead only to monetary chaos."

Senator Tar. Mr. White aren't you sayin it is impossible to carry
out the urposes of the fund today) Isn't that thesubstance of your

Mr. Wrrrina I don't think so. May I develop my point and see
whether you agreeel
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Senator TAIr. Isn't that it? Isn't it that you are saying it is im-
pot.ihle to abolish the exchange restrietions? That is the main pur-
pose of tihe thing, and it is impossible to do it

Mr. Wnirm. No.
Senator TArr . Isn't that your stateinment?
Mr. W Trrr. I don't quite think s. I think there is something i

that which bears a rememblance to what I am saying, but I think the
difference is more important that the similarity. What I was pointing
out is that it is impossible for many countries to operate without re:
strietions. It is implxaible for them, and it would be bhal for us, be-
cauthse the oieqlences of their attempt to d o so would result only in
the very things that we ae trying to avoid. And so we say to those
countries that during this urosual operiod, during this postwar period
when you have this enormlos. piledrap backlog of demand, when your
factorites are not yet reestablishel on a peacetime basis, when youre
trade is not yet reestarblished, when your gold reserves are very low,
when confidenee in your curnency and i our pwlitien a ins tiinutions
is at low eb--we say, "I)uring that period we want you to contine
those restr'ictiomps which are rinees.iry, and as soon as the necessity for
those restrictions disappear you are commited to renmove them gra/d-

Satoy and as rapidly as powible" And we have a period of 3 years
tter which the situation is reexamined, and at the end of 5 years they
need permission of the fund in order to continule the restlictions.

So that one of the purposes of the fltd. as you well state--one of
the imrportat purposes of the firund. Senator, is to move toward the
dimjination of restriettions. We do not wat restricttionr imposed
where they are not necessary and are mnintained or imnij~oed for the
iburnose of the ational advantage of a country wheli it is not war-
rantedA by the general situation.

Senator TAnr. But we put up oure $2,750,00OOC now.
Mr. Wurrn'R. Yes.
Senator Tna. And whether we cut these restraints, the parpose of

it, 5 years from now, is in the lap of the gods.
Mr. Wmimi. I think that each country puts up its amount, and thea

amomrt each country puts up is important to it, and we move in theL
direction of eliminating those retictions. Senator, I think it mui
be born in mind that the role of this fund is not solely to function for
the immediate ostwar period. Ihis is a permanent institution, and
you have to male progress graduallye We are attempting to do some-
thing along these lines for the irs tnme in history. We are attemptingto get countries to cooperate together toward the elimination of the
type of restrictions which result in general lowering of the level of
world trade. Now, that achievement must be a gradual process. If
you attempted to do it suddenly, drastically, you would get nowhere.
It woudd simply end in a break-down. You have to do it gradually.
You have to recognize the diffieulties which other countries are faced
with. Now, that is what we have done.

Senator Txn'. I trndcrtand. Now let me-
Mr. Wurr. That is why we allowed time in which to move in thatL

direction.
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Senator TAn. Let me read this. This article XIV, section 2, page
29:

In the postwar transitional peroll members may, notwithstandlng the prot-
8Io11 of any otlhe arlleoe, of this agreemenLt, Inaintailn and adapt to clangigt

,unsitances (and, in case of rmnber whose territories hare been occupied
by the meney, introduce where necesary) rest rictions n mryments and traafers
for current international transactions.

Now, I tike it that that means these restrictions may not only be
maintained where they have previously existed, but they may be
adapted to changing circumstances, whatever that means.

Mr. Wnrrm That is correct; yes.
Senator TAirT. And also, as far as any country in Europe is con-

cerned, brand-new ones may be imposed to an unlimited extent or-
no; I take that back. May be imposed-
and. In ,the ale of members whose territories hare been ccupled by the

enem·y * *-

That means France, Belgium, Holland, every other country they
are in.

Mr. Wnrre. Most all Europe.
Senator 'fxn. Would you say that Sweden would not introduce new

restrictions?
Mr. Wince. No; I should not think so. But Sweden doesn't happen

to be a member. Maybe she will be some day. But if she were, it
would not be a country that would be regarded as occupied by the
enemy.

Senstor TAmT. Have you read theimonetary agreement between
Great Britain and Sweden, dated March i, 1945

Mr. Wimr. I have. I don't know whether I would he familiar with
all the details, but I am familiar with the general terms.

Selator Tarr. Well, this is an agreement. Mr. Chairnnan, I think
it ought to be inserted in the recmrdl, if I may insert it at this point.
I do not want to read it all. It isn't very long. It is only three pages.

(The monetary agreement between Great Britain and Sweden is asftfollows:)
Swelden NoI (1945)

MONETARY AGREEMENT BETWEEN ME GOVERNMENT OF TIE
UNITED KINGDOM OF GREAT BRITAIN AND NORTIHERN IRELAND
ANDT TUE GOVERNMENT OF SWEDEN

London, 6th March, 1945

Prspnted by the Secretury of State for Foreign Affairn to Poriament by Com-
mand of His Majesty

The Gorer.imeut of the Ulnited Kingdom of Gteat Britain and Nortbern Ire
land of the one part, nnd the Government of Sweden of the other put, have
agreed as follows:-

(I) The rate of oxchange between the Swedish kn ad the f sterlig shall
be Swedish kronor 16.90 - 1.

(i1) This rate (hereinafter refrrid to as "the official rate") shall not be
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varied by either of the Contracting Oovernments except after giving to the
other as much notice as may be praetic..le h

(ill)In all territories where they have Jurlsdetion the Contracting Govrn-
merits shall enforce the use of the olfficial rate as the basis of all transactions
involving a relationship between the two curreniess.

(iv)The Bank of England and Srergea Biksbank, as agents of their respective
Governments, shall lix by mutual agreement the maximum spread haborve or below
the aoffclial rate which will be authorised on the markets which they control.

(I) The Rank of Bngland (acting as agents of the Government of the United
Kingdom) shall isell to Svribge lRikbank, (acting as agents of the Swedish
GoverueTal), against Swedish kronor to be credited at the official rate to the
Bank of Englan4's No. 1 Aeconnt with Serlges nlkshank, swh sterling as may
be reqired for payments which residents of Sweden, under the exchange regula-
tions in force in Sweden, are permitted to akde to residents of the sterling
aea.

(ii) Sverlges Riksbank (acting as agents of the Swedish Government) shall
Sell to the Bank of England (acting as agents of the Government ol the United
Kingdom), against sterling to be credited at the official rate to Sieriges Rike
bhnk* No. 1 Aceunt with the Bank of England, such SwedishI kroner ts may
be required for payments which residents of the sterltng area, uder the ex-
change regulations i, force in that area, are permitted to make ,to residents of
Sweden.

Arct, S.

(1) The Bank of England shall barve the riglht at any time to sell to Bveriges
bilksbank against all or part of the sterling balances held by that Bank either

Swedish kroner at the offiial rate or gold to be set aside at the Bank of England
in london.

(ii) Sverlges Rikabank shall have the right at any ttole to sell to the Bnat
of England against all or Ipart of the Swedish kronor bnlanes held by that
Bank either sterling at the official rate or gold to be set aside at 8veriges ,lk-
bank in Sltoekbolm.

(ii) Gold set aside in Stocrkholm i, accordance with the provlslons of this
Article shall be at the Bank of England's free disposal and may be exported.

(Iv) Gold set aside in london in a@eordane with the provisions of this Article
shall be at Sveriges Rhiksbank's free disposal and may be exported.

(I) The Government of the United Kingdom shall not restrict the avaslabllity
of sterling at thie disposal of residents of Sweden for making--

(a) transfers, to other residents of Sweden;
h) payments to residents of the sterling arean or

(c) transfers to residents of countries outside Sweden and the sterling
area to the extent to which these may be authorised by the United Kingdom
oovernment under the arrangements contemplated in Article S (ii) hereof.

(it) The Swedish Government shall not restrict the vailabilfty of Swedish
kronor at the disposal of residents of the sterling area for makihg-

(a) transfers to other residents of the sterling area;
(b) payments to residents of Sweden; or
(c) transfers to residents of countries outside the sterling area and Swe-

den to the extent to which these may be authorsed by the Swedish Gbovern-
mert under the arrangements contemplated in Article 8 (lit) hereof.

To the extent to which Sverelges Riksbas requires sterling area currencies,
other than sterling, for the purpose of providing for payments in the countries
where suech currencles are legal tender, grugers ltkhbauk shall prethae them
through the Bank of England against payment in sterling.
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Ak0cu1 6.

The Contract ing Gover'menl Shall eooperate with a view to tssls(ing eacb
other in kl.i.lig e apial nmsuleidons within (he seo! (if their rtespetive pollcies,

en ld in particular with a view to preventitg transfrs which do not serve diret
uieuIl conlom(i or commercial purposes.

AaTIcL, 7.

Any sterling held by Sveriges Rlksbank shall be held an{l intvested only }s
loy be agreredl by the Bank of Englaud, ad any SWeli krnamer held by the

blank of Enigliand hall]] he held and iuIvestrl only /s Imay be agi'ed by Sveliiges
Rlksbank.

(t) If, duig the urierrney of tills Agreement, eiller of the Cotlnt'thlug Oov-
ernllIns aldhe.re to a geter.l lirternatlonl . lunetary agreemunt, the [,lntl of
the present AgtN:llenlt ,hll he reviewed with a viev to naking any ,,el,{lnerlts
that flai y be Ilq(ire'd.

(ii) While Ilh e preenUt AgrleemnIt continues 11 fore lthe Col..ittting Govern-
monll, Shil*l eu-y'iyral to apply It WillI th e .ec.s.ry flexiity ac..o..ing to cIr-
enlStauel. Th n*o Bank of Englantd ..n.d 8verlgvs Rikarlilk, ils agents of thel,
I')IWpiCtIv{(I i (o4V1lHliNtt will .lnlitlifl tOtiltt On all teelniiell qulelstons arising
out of thl Agreemert and will cIA laioratte Cloily on t*xchlinge ( ontot. O[1tlte r
aititig I tile iSo lu, g lll'ea ald Sweden.

(iii) As oiioItunlity Offei's the C.(.ta.tletinug ovetrirlet shal seek with the
eotisiiit of tilhe ther iilehrtt'sd larties-

(a) to Iniiie Swedish kL*llroa illt the disrpsal of residents of bthe Aterlig
sIlel alld ti lliIpg it thile lisl,t11 0f l'idteliTs of $Witn ii mlVlitli]e for .liln i ie

I ylam sit if a Cqlrimt .. till t tO Jreillent (tsof tou 'les onuaside i, lbe I en I
t,'!a nIli Swedeln; ill

(b) to enit,[ rtlsilentsl of coultriles olltide the 1erlerin l, g dl oalid Kwedh
to dei sterling It their dispiosl ,o l[k, lilylntsli of a (tl.rre.t naIurel to
esiieuits of 8w4 l[i, and to ise s8weish knlll nlrle at i{t'ir dslsaosal to t aklike

i ylnit[lis of 11 eulfriitt [iRI[i re to rtltsllltlI of tblt,4 , I rlg l ler.
(Ix) Notwithstal/ing that tach of the ('otr/rae lng I(ovrflrl[ .hlt. 1h! a lole

respinlb1 (or It mon e.tr y Irelatfins wihlh tird, attie. they 811,11 ,lat itai
,ltact whelel.er the {llonetary r*aijotis of' the one afft teill. Inllerest of the

A,,,,, 9.

Fior the furposes of the reSn' ll ag.reei.ent-
(I)t The rxilesiot ,{h sterling rea" shall ha,-, tile zlng from te to

*time ussige llt o it by tile exchmang, cnitrll ireglinitioris Int foe it lhe InUnited
Kingdom.

Ii) T*ranctiei, bI wIS i hthe Ililk of Erghll d anlld Sverige Iliksbnllk are to
be colnsidc'ed "is taiisjlIitiis betweonll I sterlnlg arieat 1td Swede,n

(ii) TlralNs£tiovo elnrlled 111mO ty the '20Vorlenbiy (of illy trrii(hy wIthin
the stelling ae., or by be Swedish Govrl.. Ii · t n ito e &oliilieli 8as ilS.n -
aetiols elteled into by a rles ntlel of tit stleat, }ea or Swetdten, ,olpletiiei.

AnttICr 10.

Tile ).res .t Agreement, which shall I) subject to revihw l1,d InlulStmeor/i after
m'tual 111111cu11ttion shall I)e deemed to have con, Itllo fotrlr lIi lia It day of

Ja...y 1, At ilny time thereafter e llhtr (ontia. Rlng (overnIri/at may
give written notice to the other of Is Ililttiot to lerinille tin Aglv.en0wlt aind
the Agrlnlepi sial (eastle to hiv, e iffCt thee.. nilOnth ilffrr the date of Kuech
11ot Le. It shall terl 'atmei live yalrs after Ihe date of its eOrilg intle foree Ua les
the Itw'o (Cojtrating Gtogeirnfle I lagre ot herwise.

in R,,tis whereof thn waterlog ... [I, Italy ant horie] by thoir r [e Gotive Coy-
Crmerlte , ael signled the pl]es1jt Agrenwl]1211nd itvcB a fix, .hereto thleir seis.

Done in iA,Ildon, iUn dil at te, the hll day of MitLh. 1l94,
(LB) An.ltoxS EnDN.
(LS) Ehatk Bor:m AN.

____
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Senator TArr. This is an agreement by which they have entered
into an agreement with Sweden. stabilizin~ the Swaedish currency and
lh e Briish curreacy, and ti Swedish ovenn ent undertakes not
to restrict the availability of Swedish kronor. I read from article
4 (ii) :
shall not restrict the ivalilbilhit oIf Swedlsh kroniir lit tile i aIxSal of residents
of tUoe lerlifg arLe for inaiitig-

(a) transfers to other rrcder of ithe steriig a rl
b) paymentS to residents of Sweden. or

(7) trllsfers to rsitdenAits f ourutril oiridr the strlerig a dre a rid Swee
to the extent to whlih thoe* nwly be anuthorizledy hait, swedimG OGvlrlllnnet
nider the arrrgeolt ...s cont..platedl in articl 8 (111ii) herof.

As I read it over, it seems to mie to be imposing a kind of bringing
of Sweden ilto tihe sterlitg bloe and irnposi rir of restrictions on tihe
availability of what the Swvedes may do regardIing the making oif dl-
Ia~ avaiblr0e or getting dollars withl sterling.

Mr. Wnrrn. Senator, that type of agreement is one of a lhrge Iuln-
her of arrangements which are being made-we ourselves are making
some of a somewhat different chanracter--and which are nae not only
with our full knowledge but with our approyal, hlohv are moietary
arrangements betwcen two countries which seek to reduce the darger
of a scarcity of foreign exchange.

England will say to Sweden-u-slhe i nmay have aniother arranigeente
with FranIce, and so on--it will say to those COlllltlies:

If we are seligl ye.. good, WIs will iteipt y4tir kro ir-mr, ail W wolilnt stl .... t
those k1rotnol for con.,r5ioon lflo gonl1 mii i we rea (I a cerifl Ileivl it Whi ch,
tin', we want to rediSci*s, al see whiere w, go from Ioere.

Similarly , ,o are toII paly slerlg ing tnn for SEfi.Slh eiPorts n lo E]ngland.
Wle will let stering balincs which may re'slt pie uip i Ilie tit ra/ blink until
they reach a level at which we wntl to reIxamine the situatiol.

Senator MfI'rcrC, Mr. White.
Mr. Alifre. Senator Mn-dock.
Senator Mlvaocm. May I ask tltis question: Cohl, that lie con-

strued as an erfo1t on the part of England to kee, away froint goldiMr. ~ Wnr. No, in. Egln is
]~fl', iEin the poEaiion wherin tie nmust

import goods and is quite uncerltain about 1 ei ability to export, and
qunte reluctant, as onIe call well tmdemrtand in vie'v of tlhe frozen
bah ]ce's id ot er comnntienten, to have hot gold esives diinisiahed-
and so she is seeki ig i rlnte arran igements withi other countries so
tiat the y will acept each ot her' s crrencylv withouit prct4mting them
for redemraption it, gold or attera ting to sell] tihnm on a third mikrket
which miighlt ihave lie effect of (aaintlbg gold from hp r tetserves. Up

e'a ccii a lel it is Ihnost like-if I iihA t merely hit the high hots. , ~ ~ ~ ~ ,

and leave nut maniy If the qualifving ttqhmwoal letaiis--it is tmue as
thoug}h Snwedel would say to E hlad, "We will sell you goods on
credit. Tihat is, you will pay for the goods, but you will pay ils itl
sterlitg, and e wil accept sterling itp to a certin a mount. Your
British inlporters will keep the sterling on deposit," which is i way-

Senator Tra. Doesnt it alinout to this? Now, doesn't it come
down to this? Isn't England saving to Sweden, "If we buy any-
thing from you, you have got toa buy something fron us"? Isn t that
about it? fi other words. isiet it one of these bilateral trade agree-
ments which are supposed to be eliminated by this whole plan?
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Mr. Wnmur. No.
Senator TAFT. Isn't that what it comes down to?
Mr. WlIE. No, Senator. It does have some aspects of that, but

again the differrences are more significant than the similarities. You
are not dealing with countries u wvhich the Government does the
trading. England doesn't say to Sweden, "You buy this from us, and
we will buy this f.rom you." The people who do the buying and the
people who do the selling are private individuals, private corpora-
tions.

What England is saying to Sweden is that. "If our people buy from
you, thev will pay for it in the way people alwavs pay; they will pay
for it W;ith their sterling, hut your central lank will accept sterig
and hold it up to a certain amount."

Now, then, the Swedish individual-the Swedish corporation-
buys his goods wherever he wishes. lie buys it in the cheapest mar-
ket. Sweden is a country that can afford to operate, I think, after
tihe war, and probably will, with no Xrestrictions. It has adequate gold
reserves. It has not been subjected to the same disruption as other
countries, and I think you will find that the Swedish individual will
be able to buy in whatever market he wishes. If an American ex-

crter can ofter machinery, or whatever it is that Swedes wish to
y chea per thay he British exporter, the Swedishl individual will

buyn ile Uin led States. andI his (roverinlne It will pay gold; but
should a Swedish inmporter plrefer to buy in England, then England
will accept ait krona balance, or reduce Sveden's sterling balance.

Senltor Mltinoc. Well, but doesn't the arrangement, then, hold
intact the gold reserves of both countries iand mate ihem dependent
oil their own currencies-rather, on the currency of both countries
and all conlt ries' gold It seems to me that if you carry the thing--
take off the thing-that tlhey will hold it up to a certain point. Re-
move that enlirel1 anld you move off gold entirely, don't you?

Mr. WirrY. IetI, that is Irue, Sinator Mur(lock, except that-and
this exception is vital-except that neither Sweden nor England nor
any other country will accept balancs i other countries' currency
more than a relatively small amount, any more than we would. The
onily time countries have been willing to sell goods and accept a foreign,
balance of large magnitude has been in the case of India, for example,
where India has sold goods to England and accepted sterling in pay-
ment and has at the same time agreed that she will not be ablo to
use that sterling except under conditions set by England. But that
is because England is at war and England regards India as an ally
and parit of ihe Empire, and believes India should cooperate. The
extent to which India has a choice in the mnatter is something else
again. But Ihat is quite a special circumstane , You would not gt
that situation betweenl countries which are completely inde pendent,
that is, not to the same magnitude. If you did, as Senator Murdock
says, gold would have less importance. If countries were willing to
accept in unlimited extent the currencies of other countries, it would
be a quite different matter.

Senator Tram. Mr, Whitr-
Senator MUrOCK. WVeIl, lit us look at it from this angle. Let us

suppose, as lihas been indicated, I think, by what has been said in Eng-
laml, what has been published in England, and also in this countnry,
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that England is rather anxious to get away fronom gold as an ilnter-
national exchange.

Mr. WrrrE. Well, I-
Senator Muraxicw. Now, if tlhat is true-
Mr. WrirTE. Senator, I (ion' think that is the case.
Senator Mutnumoc. isn't the natural thing for England to do to

begin by this steppiilg-stone process of first putting on linits and
then getting away from gold entirely?

Mr. WurrE. Senator. I dont think that England is at all eager to
get away flrmo gold.

Senator Murxron. WelI, it has lein i iinmated that shie is.
Mr. ,' Int. 0rO thie coitary, I think probably England would ib

one of the iast countries to nvait to eliminate goldI becanse her em-
pire is a very large gold producer. The British Enipire has a bigger
stake in go! i--at least in gold prdicwtimp--than we have.

Senaltor Muumiltrl. That would be my con 1shis , bit it has heen
intimated duriing t he aringca n as you well r(aili, that England has
wanted to get IiwiLy from gold.

Mr. WIrrTE. Well , no; I quit agree with your conclusion.
Sinator MuRDn4 K. I.het]er that is true or not, I don t klnlow.
Alt' Wn urr. Delinitly ni,t, I think.
Senator Munl(,Ka. It is hard for me to tll.
Mr. Wulir: . I)efinitly not. What Elngland is trying to do is prel

cisely wl at I thiik tibs Imm uittee would try to do if we were faced
with the anee situatiol England Is finid with she is tryilng to make it
possible for her ieportn: s to buy as mch as they tlilnk they ieasoni-
ably need d ani aa y fond, without oi-ure onl lEnigland's gold re-
srlves, because EIgi aid (arneo. stand inllch depletion of her gold
reselrvs, Ibe!alSe htr gold ,'eserves are not large.

Senator TIA. Well, Mr. White, what I want to indicate is, not
only, it setes to me, is this thiinlg a licens# tI eotinue cxiist in rlst ric-
tions, but it appt '1is s regarded by the British as a license to
extend their es trietions and hui1d u a i.t of sl*Qial arrangements.
Lord Keynes las, I t ink--Ioehaps I may ave read I is before--
said--

It is clearly reCognl,(d and agreed tlhat dluhig tihe rostwar transitional jtriod.
of u lertair duration--

incidentally he tloesn't say anything about 5 years; it is "uncertain
duration."

Mr. WmrT. But the articles say-and the fund's operations will be
guided by the artickles of agreement and not by any statemenll of Lord
Ke nes.

einator T Tyr. Yes but aflter 5 years You (oulilIt as to what you
shall do about it, and if I he Board loesn't want to insist upon it-and
they won't if ti lhe British are very strong aboult it-the 5 years is going
to fi extended indefinitely.

However-
of tl tit,,r ilir {ttI. ;, .' li . tltled i retain any If those wa rtirne estrition s
and spe'ial arnlhlgemeuts wilh the strilihg tire ,ld ol ther whclt are helpfil
to Is, without beinlg (pjn to tih, ehlmre orf ntilg o.l.l tiry to any general e. -
gagemn* ito which w! haivi entered.

And it occurs to me that they haven't show any indication that they
are going to abolish imperial preferences, that they are going to open
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their market to our imports. I caorot see anythling in this whole
agreement that assures us that we will get what we :re suipposed to
get, namely, an abolition of the existing restrictions which are said to
]ane Saampered ourd exports.

Mr. Wnlt. Senator, this agreement deals only with the monetaryO and credit aslects of international economnic t~ranisactions, and it does
not deal, as you point out, with the possiility that England may hold
onto her E;mpiire plrefereine. so far as trade is conenedi. It does not
deal with suchr thllllgs as the heighit of im port uotas 'rhe answer to
that is the one tehat {Ias been given a nl nnbr' of t lr ies:TI tile lretton
Wids agreeimenit only attemlpts to help solve the monetary andi credit
problen; thi at there are othle prob lemis th1at remain. 'l'hre are
torinieria l polcy prohlems nthat remain. Somle of those other prob-

lems will he the sihilject fir discussion or legislation in Corigess. You
tie co nsider ig right Iow the reciprocal trade agreements ~ which is

another iiaise of tle >roleL They ar all iiterrelateld hut Bretton
WVooIs deals only w t the monTetary aiInd eredit alspcts; at d as it dois
deal withl them effectively, it, ill oilr ophdmion, costitutes a long teI
townrtd tile eiiin'twin of restrictions, of minetary pract ices, which
stand in the way of an expanding ;vorhl trade.

Seaitor Mulci uix. Mr. Chaiirman.
The Ci..i.i...it. Senator Millik]n.
Senator hMita IN. Senatr Taft. wonld you m ind specifyinig, be-

fore you leave this suljet, hIw Ilniany agrlxiecints of that type have
beha entered into by Great Britain?

Senator Tarr. I don't know, frankly.
Mr. Winrrr. I will be glad to give you what information we have.
Sellator TArr. I have here a copy-
Senator MLrIKEN. Will you put it in the record?
Mr. Wnrrz. Yes; I will he glad to.
Senator TAlr. I have here a Co1ly of the agreement between England

and France--thle French Repohl e-which deals in general with tile
immediate prohlenms but contains an annex that is wvery intch similar
lo the Swedish agreement. I shall be glad to put that in, and lperhaps
Dr. White coul produce

Mr. W inr. I will submit a list,
Senator Tarm. I have alb) an Anglo-(Chilean exchange cgnrenent,

but that was prwa ,' teall y,ainde abmout 1940, and I dont think it has-
it mlay nlot be the last one,

·5r. WHITEr. ITher, ale a umbher of Ihen, anld tEngland probably
will attenmpt to consuinil e moore. Their basic pattern is the same.
There are differences as to amounts and diife .rnces as to certain ad-
justients and settlenments, but thie hasic pattern is thle Salne; anl they,
as I say. aret cnsulmmnated with oiur knowledge. That is whal they
shoiuld 1 do in the ci ..mst a .. es that they are in, and they will help
reestablish world trade and help put England on its feet economically,
atl help piut many other conntrles on their feet economically, and to
the extent to which they do so do thley lessen the pressure on their
demands for assistance from us.

Senator BAnhrxtY. Is there any basic inconsistency between those
bilateral agreements that cover a fideld not neecssarily covered by this
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lretton Woods agreement, and the agreement here that we are con-
siderin ?

Mfr. WIlrn. No, Senator BarkIcy. They asist in reachingthlestage
that is one of the objectives of the Bretton Woods agreements. the
situation which those countries are in makes it necessary for them a
to explore all those possibilities to reduce their pressure and depend- M
once upon the International Fund.

We were asked about it. They maintained there was nothing
inconsistont with the Bretton Woods agreements. We agree that it
was desirable for such steps to be taken. It will help the functioning
of the fund, and it will make conditions move more rapidly to that
ideal state when we can have multilateral clearing.

Senator MamiocK. Mr. Chairman, in answer to Senator Barkley's
uestion, it might be interesting to just lread article 8 here; that is,

the first part of that.
Mr. Wratr Yes.
Senator MutDOCK (xrading):
If, during the eurreney of this agreement-

this is the Swedishi-Englis agreement-
either of the ¢,ottrletii]g gorernmenta adheres to j general international mone-

tary agreallIlt, thle ternis of the present agr.el.tr shall 1e rviewd with a view
to making no anaendnutns that lay bhe required.

Mr. W, .R I 1Iam very glad you caughi t that, Senator. My col-
league just slippe[l me a note reminding me of the fact that whet thewhnthe
agrr menits are I)etweoi menmlbelsi the document states that they are
consistent with the fund undertaking. They didn't want to under-
take any arrangement-

Senator IAIFT. Well, may I suggest I wasn't saying it was incon-
sistent with t!he fund. My I int was that it was consistent with the
fund, that the fund expressly permits, appamently, the continuing of
this kiud of special agreement for 5 years or indefinitely thereafter.
The sugestion is not that. · MIy whole roint has been that the agree-
monrt is so drawn that it itelf permits thae dereat of the very purposes
that ar saidr to be the principal purposes of uhe fund. I am not soa
sure about Sweden, because that might he a doubtful question.

MoI. Wnrm . If you will go over each one of the purposes which are
in article I think that you probably will find that they are all very
eScellent pourposes and that if any action that ally goverunent takes
is in accorl with those purpeos, and no action that any member gov-
ernmett takes is out of accord with those purposes, we shall hav
achieved a state of international economic relations and a state of
world prosperity and peaceful elaihtions that is much to be desired.

Senator Tonnr. According to what you have just read, then, isn't it
a fact that the net result is that these other nations may have these
multi- or bi-lateral arrangements hut recognize that when the fund
is · fait acconlpli in effect that is the major document and the major
movement that will superlede these other things

Mr. Wanr. It will make them subsidiary.
Senator To~nr. That is what I am getting at: make the fund

predominant.
Mr. Wnrrn That is right. I think the point that is expressed in

one of your remarks, Senator Taft, is well taken, and it is this: that
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the progress that we can make in this area is gradual; that in view
of the very disrupted conditions of the past 10 years you cannot at-
tept to introduce a completely orderly and ideal arrangement in a
short period of time. I£ is just as thou h you are dealing with an
individual who has suffered severe wounds as a resullt of a bomb ex-
ploded right near him, and you cannot get him hack to workin state
as quickly as you would like. You have to heal certain wounds; you
have to perntt him time to make his adjustments, ett cetera. But our
program, which is the important thing, Senator, is looking toward
steady progress each year being made toward reaching that state of
affairs that I think we all want.

Senator TAn. My suggestion is that you can only reach that state
of affairs by direct agreement of a noue) more drastic character set-
tling other questions besides this with each country, and that as far
as tlis is concerned there is no immediate need for it; that 3 years
from now is just as good as now. The very fact that you have to
except from it shows it. In other words, it is the cart-before-the-
horse argument you referred to as to that, and I think it is an eminently
sound argument. I think that if you want to cure these things you
have got to cure them by an agreement with each country in some

tr5 . Wnv,. The only thing, I think I would say that-
Senato TAt. And outside the realnm of monetary. My point is

that the other questions, trade questions, are far more important than
monetary.

Mr. Wnrrz. Well, you may have that feeling, but Bretton Woods
attacks the monetary and credit roblem, which is a very important
part of the others. Without settmlemnt of the monetary aspects you
would have a very difficult time settling the other trade problems.
And with respect to making special bilateral agreements I think you
will find, Senator, that few countries would give up lhe sort of thing
that you are suggesting through bilateral arrangement with us. Eng-
land wouldn't consider for one moment making a bilateral arrange-
ment with us which would call for elimination of all her restrictions,
or exchange transactions unless we did one thing: nless we were will-
ing to say to England, "All right; you remove your restricties. You
put an end to these various bilateral arrangements. Well finance
you. We'll supply you with all the dollars you need."

Senator Tir'. Not all the dollars they need, I hope.
Mr. Warr-. Well, all the gold they need.
Senator Tart. I would be in favor of some reasonable adjustment,

but not anythling they ask for.
Mr. WnVrre If we were willing to finance them to a very great ex-

tent, if we were willing to say to England: "We will give you"--not
loan you, mind you, because they have sltated, I believe, they would
hesitate to undertake large loans because tihey only have to pay them
hack and with interest.

Senator TArM. I don't understand that.
Mr. Wnrm, And they say, "If you will give us some lend-lease, or,

if you don't like the word 'end-lease' maybe you can find some other
word the effect of which will be the same; if you are willing to give
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us a large suim of money, you will solve our present problem." There
is one important person, connected with a very large bank, who has
even suggested that we give England $5,000,000,000. Well, that is
very generous of him to suggest that the American people give Eng-
land $5,000)000,000 and after we give England $5.000,000,000 you will
help her solve a lot of her problems, but you also will have on your
haids tile problems of some 30 or 40 other countries, who may want
$25,000,000,000 and I can think of no way-

Senator TAnr. I am not associated with any large bank, and I am
not in favor of giving away $25,000,000.000.

Mr. WInrrE. No, Senator; I was not quot)ling you. This was some-
body else.

Senator Tour. And it begins with "A," doesn't it?
Senator RADctTi}l. Dr. hiite. you stated just a moment ago, I

think, that Irade agreemnents may he intrinsically more important than
this monetary arrangement.

Mr. WrmT. I stated that it would be intrinsically more important?
Senator RADYcTYm. WVell, I don't know whether you went as far as

thai or not. Senator Taft may have.
Mr. Wnare. No; I wouldn't have said lthat, because I don't believe

that. Senator.
Senator RAWxmrrr. Well, assuming it, whIetIer you did or not say so. -
Mr. WnTv. I see.
Senator RAWrLnrF. But you also stated-aand you did state, I think,

thliat you felt that the putting into operation of these monetary arrange-
mens would have a tendency to facilitate making trade agreements.

MAl. Wwml. True.
Senator RAmcltw . Trade arrangements. Now you wouldn't sag-

gest, would you, tlhat these monetary proposals be held utip so tbat the
two could be worked out simultaneously, would you ?

Mr. WFnT. No; defiidtely, I would not. It is easier to make trade
arrangement after you hbave had monetary arrangements.

Senator RArLIFrE. In other words, this is a natural step?
Mr. Wnrr. I should think so.
Senator RAworminn. And you think it is a natural step toward work- S

ing out trade agreements. agreements with regard to trade, later on?
Mr. Wnrrr. That was the opinion, I think, of most of the experts.

Wlhen we were considering the sequence of proposed solution of the
postwar problems, it was agreed that the monetary was most urgent.

Senator RADCtJm. At least, the making of these agreements
wouldn't tend to militate against or in any way impede the making of
trade agrements later on1

Mr. VWHiTe. Oh, no.
Senator TAr. Mr. Whlqite. are not the currencies of these principal

countries fixed today by agreement do facto? Don't we have an
agroement-

Mr. WJul ,a In Some eases.
Senator TAr,. Ilon't we have an agreement with Great Britain for

the leound at $4.02M2 or $4.03? You so stated sometime, I think,
yesterday.

Mr. Wnrrtm. I don't remember having stated we had an agreement
with them, Senator.
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Senator TAnT. I just put in the record an agreement of England and
France in which the franc is stahilized with the pound at 200 francs to
the pound. I have just pu an agreement ill the record, al agreemlent
with Sweden, by which the Swedish krona is stabilized with the pound,
16.9 kronor to t e pound.

Mr,. WIDTE. Yes.
(Financial agfeelnent between Great Britain and French Republic

is as follows:)
France No. 1 (1945)

FIXAN!IAI, AIOIIFtMENT BFTW"EN III GO()VfMNI:.T OF TlI!! UNIThD KINIGDOM O
GagItT IrhIrAM AND NOIeUlrn lIaLANo ANu Ti: Pu0ov13xloxs hOvnxrItlr or
man Forllo lrpusuc

Paris, 27th Margh, 145

Presented by the Necrelary of State f.r Foreign Affiirs to Purlinienit by
CoInnfd oIf Ills Majemsy

Tl Provisional Governmient of the French Republic (hereafler called the
Firen'h Ou( rnmemnt) an(l thge Go.rnment oy the Unitdl Kingdom of Great . ritfic t
ilnd Norther Ireland (hereafter ealill the Government of the Ulnited Kingdnm):

Deodrous of leyelntiing to the mxotl.ii. .o.lmmerial eeiangls I[wIfql the
fraca arla noid the sterling area, and of fatllitating clltrent sttilemnts, espre il
c,,niPCl [palylenli , elotwe Ithl. two areas; and, further,

Drlrlns of roach ibg I final settieoint of the vario. fi.lll..ii. ein lni which
haver, arisen btwer, te two (overnoientg since the beginning of the war,

Have ngreed as follows:-

SECTION 1.

AmucLm 1.

1. (a) rhe( Govellllniet of Ith Unrited Kiloglm shall m ake avalhable to the
Pre nch i{G vein , eent a 1, in ull brna ; cIrieg ( 'Pd I0 to We to no vaill-
able np to the 28th Flibrelary, 1I04U. TheC Bank of Elngln/[l shall open In the name
.f the Ireich ..overn,nrt art account to be called Acmlonnt A. to which listanl-
nlrm( s oIf this cralii sallai be paid at the rnlelt of tile Bauk of Fraone (actig as
the lPent of hll Fri'nh Government). This Aecunlt A will ]e Wutllsed by the
French luoyenenuet in order to provide fullds, so far as this is neessary for the
...u.I.. of Ili I irBlk of I'rae( lit the .i.I.k of Englatnd.

I(b) Tho Fromnh tGoenirnit shall oake aaillable to the overnment of the
I itLed Kingdol ii no lin-interest heariiag credit II ) to Prnnto 20 tlliardsi ato be
,viI able ud , tile 28n FIebnllry, l i16. Tile Ink of Franec sharll orn, Ill the
si..e of the Goveriruent of the United Kinrgdnom all iCeount to be called Acount

A. to which iJnsluinlents of (hi, eredit shall be paid at the requd.t of tie pank of
E]n]lnid (astiri ng the gent of the flGovernment of the( United KiRnglom). 'This
Account A will be iltilise by the overunnlent of the United Kingdom. to plroVide
flnds. 0o far lS (hi, Is neeary, for the account of the Bank of Engltnd it the
Bank of l'ran.

() If the figure of £1(XI iilloilos ontltined In sub-paragraph (a) above, or
the figure of Franc 20 milliards mentioned in aupi-ragraph (b) above, ahould
prve tnsulfleient, the tvo Governments shall consult together with a view to
iilreasing [bes figL, hres as ncesallry in order (hlt thiere shall ilways I sufficient
funds In ti afccount of the Bank of France atI the Bank of EMgland and In the
amccunt of the pank of England at the IMhnk of Prance.

2. In Ieb 281 ]hrebuary, 1946, a balanmce shall i struck by comqaring the
drawing to late of the Government of the ITnitd Kingdom andl the French Gov-
erniinelt on their respective A Accoumts. This balance shall he struck ill the
,lirncy of tile reditor Governmrnt. To this end the drnwlNis made In the
ct.rr.ncy of the debtor Goverrnment shall be converted into the currency of the
crledlitor Oovernment on he basis of the official rate of eexchange in fore at the
date of each drawinl. I
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AurflTc 2.

J If, on the 28th February, 1046, the caleulatlon referred to in Article 1 (2)
lbovea reslis in a baloiCe ill sterling due fromI the Filcht Government to tihe

Government of 1he United Kingdom, this balane slhall be settled as follows:--
(a) The French Govrnmient shall discharge the balance in gold up to the

equivalent of on.-third of the gross total of the payments in franc or stering
curreiciesn made diring the year ending the 28th February, 194(, from the franc
aren to the sterling area, excluding those mlyments made out of ACCount B
referred to in Artile] 4 below. This total shall be dterimined by agreement be-
twIen the lBank of Frane and the Bank of England.

(b) If Accoult B referred to In Artile 4 below shows on ilthe 28th February,
1046, a balane in shorllng In faeour of the F'rench Government, the Frecue Go,-
emneat rshall tilise this balanc, In so far as isnecessary, to ay the remainder
of the amount due by them after the plyment in gold mentioned ill ub-Vara-
graph (a) above.

(C)el If the lpayment meotioed In sulbparagraph (ib) above shall not be sifa-
elout to lai ndlate the rlmeindr 'lf the almoul1t due by tile Fr0ei (Govern sment, the
balace whiel shall Tot have been reimbursed onl the 28th FebrMury. 140, shall
be n'lied forwar d on ,oxlliolsm to e, nar.ed tsiern the two Governi.s.l.l..

2. If, on the 28ti February, 1046, the calculatlon referreto in Article 1 (2)
above reullt, in I htaline In frln(s .i.. Ifro t1 ile Government of the United
KiMldla t iI l Fenalh GvrOoernalnt, Ihis balance shall be settied as follows:--

(a) The for...rnl.nt of ihe United KIaanlum shall discharg the balanre in
gohl uain Il the eqivatent of one-third of tile total of the payments In starlilng or
franc enrrencies made during the ye..r e.ding tbaeSb Febuairy, 1946, fromn tlhe
sterling area to the franc arce, excrrluding those payments which ar ade into
Accouint ] referrew to in Arlicle 4 below. This total shall be deternded by
agreamet betwersen the Bank of France and tile Baik of Enigland.

(b) If the paymlent mentione*l In sub-paragraph (a) above, shall not be sui.L-
client to cover the totil alnounr due by the Govrnment if the ollitdl King(dom,
the hlalnce whil llsbhil not hare been reimbursed on the 28th F~brnary, I9t6,
·shall be {arrhd forwnrd on conditions to be agreed between the two overnlments.

AfTIn, 3.

As frmnl tile date of CnrlaliS into force of this Agreement settlements brtw,,n
the franc area and tihe sterling area ias well as the general m..onetlry re]ations
bet'wen the tI0 r eas shahll be regulated by the leehnical provislons set out iT
the Annnx In this Agrlemet.

SECTION 2,

1. lThe Bank of Elngland (acting as agent for the Goyernnlrt of the United
Kinglonm) shall, open a sterling account to be called Account B in the name of
thle Frelach CGovrnlnlet,

2. The followinsg sum shall be credltel to Account B:-
(a) As soon as pssible after the sinature of this Agreement the French

Go0ernnaPnt shall play Into Acmint l by drawing on Accout A mentioned in
Article 1 1) (t) abnv/, thl sum of 41l) millions, which shall ie dl emld by the
two contratilng {oven1raloent to be ti )he iidilet of ithe exces. of the sterling
Ioiaes, in the I iitedl Kilgdoaml Ilonging ait the date of this Agreement 1o IWrsons
resident in (5ot ilenlal rill .I.e over ilte frane i. mnies LWIonBgiLg at the same date
to Conl tl inental 1r'il ale to persons r.rsident in the United Kingdom.

(M) The fovernllet of the Unitedl Kingdom shall ply ilto Accaunt B the
followlS 8snu:--

(I) The bilanc in the Franco-British Liquidation Aeronnt established in
July 1940.

(II) Sums due by the Goernnmmmnt of the United Kingdom resulting from
the use sncel June 1940 of Frenach merchant ships and ftao. the dispoSal of
cargos, belonging to persons resident in the franc area.

(ill) Sterling sumn due by the Government of the United Kingdom to the
French Government to onnection with the eroendlture of the British Armed
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Forces in the franc area during the period prior to the entry into force of
the present Agreement.

3. The French Govexnrnent shall pay out of Account B, as soon as funds are

r avaiable, the followling sums:-
d() The suni due by the Grlneh Governmert to the Government of the United

Kingdom as reimbeur.ment of the advaneds made by the latter to the French
National Connllttt in acoMani'e with the terms of the Agreement of the 7tb
August. 1940, (') between the Blritish Pimel Minister and General de OauUle.
This sut shall be determined by agreement between the two Government..

(b) Sums dnue by the French Government to the Government of the Unlted
Kingdom for the period prior to the entry into fiorcn of the present Agreement
In connetion with supplies furnkshed for the civil population of Continoental
Fraucee by the Allied Armed Forces.

4., Aly further sums may be paid into or out of Account B by agreement between
the two Governments.

AwacL 5.

1. The Anglo-French Financial Agreement of the 12th Daleember, 1039, is
berby aibrgated, uind nol caidl shall he made by either eontrmcting Govern-
nlet galins, the (tlier in respect of its provisions.

2. The two Governments being desirous of waiving til further finllancl claims
against om4 another arising out of he lprosecution of the war have agreed as
fillows:-

(i) The French Governmenlt shall waive their claim to all payments by the
Government. of the United Kingdom for-

(l) The transfer to the Government of the United Kingdoni on the 16th
June, 1940, of the munltion coniitrat in course of ,exution in the United
States for the aount of the French Government.

(b) The repayment of suins dliiNrsed by the French 'l'reasur in respect
of debts ontraeted in Franlle prior to Jurlie4940 by Ihe Brititshl Expditionary

(0) lRepayment of the bahlnce, in favour of the French Government In
the Rtciprocal Advances Account set up in 1940.

(d) War material made available in 1940 by the Freneh Government to
the lnni sh Government on behalf of the Governn.n. t of the United Kingdom.

(II) The Government of the United Kingdom shall waive their cluim to all
payments by the Frntch Government for-

(a) War material fJurnisid to the rlTurklish Govermnt by the Govern-
ment of the United Kingdom on behalf at the French Government.

(lb)i War material furnished prior to the 1st July. 1940, by the Covern-
meont of the anited Kingdom to the French Gov..ernment

(c) Expemditure of the Government of the United Kingdom on the mahn-
tImamee of Frielln troops in the [ilted Kinlgdom in 1940, other than expendi-
tore incurred unider thie provisions of the Agretment of the 7th August, 1940,
between the British Prime Minister and Ie.eral do Gaulle.

(II) (a) The Government of tile United Kingdom shall make available to the
French .overnme.t, free of cost, In accordance withll tle an.e. to thlls Ari-
le, upplies of goods and servaices of agreed categories which shill be esti-
,A1tue hy OnlUHhUO lgroetnenIt to represent a total I'ltie of £45 millions.
(l) No part of the above supplies shall be solid by the Firech Government

outside Frensh territories.
(c) The tfo Governmlenta shall eo-operate to ensiiure that tile total de-

liveries nrrangl under thiAs paragraph shall rea.c. the agreed amount.
(d) The two Governments shall also -operate with a view to deter-

miningg which supplies aSlid services shall fall within the scope of this par-s.
graph, ind wvbih Nhall fall within the SCoe or Mutual Aid.

(iv) In aplllqeatln of the provisions of prrsgraph 2 (i) (a) above, the French
Government shall lreffund to thile Government of the United Kingdom the sums
which the litter has paid in dollars to an account at tile Bank of Canada in con-
netion with the transfer of the said munitlon cntracts. This repayment shall
be marie by installments par/ pssu with the implementation of the programme of
deliveries referred to In paragraph 2 (I111i) (a) above.

'I France No. 2 (190)" Cmd. 220,.
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A ,n, To AsrTc"I 5.

II(1) The Ltwo overnments will consult together from timte to time to draw
up the lists of supplies, materials, equipment and services referrd to in Article
5, paragraph 2 (itt). They will d raw up the flirst list is soon as plsible, .

(2) The spplies. maiterials, and eqiupment referrld to may Iclude any new W
or ,eolld-blnad n rticie (hlfrt fiom raw materials), which is, or which may be-
cm,n, the proplerty of the Governiellt of the United Kingdmn, and has been pro-
dule or alequired for war purpoPes.

(3) The dTliveries f the of llies, tlatorilas nnd iquipment rferredI to in the
prerllidng paragraph may be either for ilte uS Of the Frenih Militairy, Naval and
Air Forces, havig regard to Article 5, paragrpb 2 (lit) (d), or for the sathA-
f .l ion of Frelch ivilian needs, and ruoy Iluchde S...h categories as mIaterls].
etqiiprletl and nllS ll[lathions for ports, raiiways, Inland waterway. mll(/, sa and

ir traneloirt, public works, t(h IoI iti..... cathln, mines, , prelili itiltier, hospitals,
hoirdsng, &e., as wtlI as bo u lfaeturInIg I du.. llies. This nnlnrathin is purely
ildiiti(Ve, and is ontly iot, eidd to show tlose elassI s of French civilian fledr
whitb are rm.ost iiresi g.

(4) Tbe wmrvies . .ny le..nde inl lartitular tlhose nqulal in connection witlh
the shliltuelt and dllivry lf slupplies, to which referenee has Iben made above,
and to eharges for hire of uc1h gooals.

(5) The twO Ooer..nlenits will do all inl their power to see that the programme
, I nplmPerneted with the least possible delany.

(0(i) The global paie oIf hi e sulpplies, mlaternIs anid eqlipenllt Icll.de. in each
list will be dleOnlrolnd by cnmmon agrement. on the hasis of original cost, after

liakinlg rlitabl dteda ion for deprCiation dIoe to war and tear.

SEFCTION 3.

1. The GOvernmont of the United Kingdom nshall iake available to tilhe rEfot(,
Gover.ll.ent any infernlnt en which, by virtue of the British iregunlatin regarding
trade willth rontries in enemy ocupation it may possess oncrning nasts e In the
sterling area belon.lgiing to French alti.nals reiindlg In thile franm Irea.

2. The Frn..h COovtrnn..nt . ha Iilrke avaclable to the Goverinmet of the
Unitel Krigdom lo, a re{i'prolal baski :ny florallti(n whllh it nay hve regalrgd-
ing ass.t s in I ]* fnile a are belo.lging to Ilersons of British, nationality rc tOdflu in
tine sterling arrea.

SECTION 4.

The Fimoinal Agree...tet of the 8th fvbrlar. 1944, beItween tile French Corn-
mittI, of Nat Ibia] LLbleralionl a.nd tIhe (Ioverloet ofll thel lltedl Kingdom shall
be abrogatel as froi the date of the signature of this Agrc.ment.

A.IT. E S.

1. The preerlt Agreemn'mt shall be deemed to have eltered into fore on the
1st March, lN,5.

2. ':]e prvis ioinsan of S ht ion I of A tile preeit Aglrnmnt and the Annex attachel
hjefrt'> shall Ibe ivlid for *eI year. At least three month s before the eid of that

periMd (lthat is into say biefre tie 1st 1)eenlber, 1 n45) Con.r.ni.t is sti.i. take
1lata' wili a view to examini.nug thei posSibilijy of prolonging the proviio8 of
Setion 1 ald lthe Ainnex for a further Period of one year, ce"onnit being taken of
any iodicnllions whilch ci iiruinstailes may render ncesSary.

It faith whereof the undereigned lReniiotentiarifs. being duly authorlsed
thereto, by heir respective Guovrnlients. have aSigned the present Agreement
and have affixll thereto their seali.

Done this 27th do; of March, 1045, at Paris in duplIeate, In ,English and
rneh i, bothil texts beinig eqully alnhellti. e

On behalf ofer the Govrnmet of the On behalf of the Provislonai Gorern-
United Kitnddom n of Great Britaiin ind mellt of Ohe French RIepubll:
Northern Ireil.nd: R. PLEVEN.

JOIHIN ANDEBRSON.
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ANNEX TO ANGWO-FRENCI! FINANCIAL AG(:EMENrs

I--- (i) The Bank of Elnghld shall opel an actoent No. 1 in the name of the
Bank of Fralce which hall be enditelt with:-

() Sterling 1111aunts drawn frotn the crit pilced at the disposal if the
Freinh Go...rnnwnt by the Go.ernment of the United Kinldom In accordance
with Article 1 of the Financial Agreelentt;

(b) Sterling iamonts. 1acruing to the Bank of lFrane as a reI;lt of sterling
setlitle .lts il acorldale with tihn exchaige regul ltI lns n11 force in {he! Sterling

(ill) The Bank it France shall open an ace. unt No. 1 in the name of tile Bank
of England, which shatll be rerited with:

(it) Franc amounts drawn from tile credit pimeld at the dislpsal of the Ovlern-
rient of the Unitld Kihgd]oml, by ilte Frenlch overnmt in accordance wltti

Artiet I o£ the Fi'.nl.i.l AgreelelOt;
(b) Fntlre il'amounts acruing to the nlilk of England as a result of frano

sttlaneuts iin accordanlce with the exchange reulatlons hi force i tll le Franc
Area.

(iii) Each of the two Batik is required at all timesa, on the rlNeist of the
otter, to re-lnrcbase' at the official rate thle Ialln. e on No. I AouAnt standinllg in
the name of the other, even though such re-purchase would ,eefitate drawing
on the credits referrle[ to above.

II.--To the extent rUilured for tihe eICiit ll0o Of tIHe llinancil] AgrFnlirt anld
of the pillprsent A,,,x( the Balnk of Fraea it.I tihe Baink of England Sliall sell
each other gold or a basis agried ipon letw(EII thei.l

ILL--( I The Government of the United Kingdom shalml not restriet the free use
Of sternlg which Ilfy be it thile (lseasl of reidelts of the Frnli Area for:-

(I) All transfers to other resldents of thIe Flra,. Amre,.
b All l )yltylnT to othter resi teeiisd of I ile ,tIiil]irig A tll.

(,) Tran ,ers to residents of cauntria lat hleluded in the Frane or Sterling
Areas to tile extnt that they 11ay he, s-a .. iolat by the Govrrlwnt of tile
Unitd Kingdom In application of the arantgeme nts contemplatied iii pllragraph
VII (iOf) (a) below.

(it The Ertch governtlent sDl hall not rlret Ihe free use of francs which
maybeatth dismosalof resdet If he Sterling Area for:--

(a) All transfers to other resident s of the Sterling Are;
(,) All payn ents to residents of the Franc Area;
(c) Transfers to residents of countries nut inrlledl in the Franc or Sterling

Areas to the etrll, i that they liay be malctioned by the French .ore.rllelln in
alplircatlhn of tile lrralgelgnset eiontmplalleid iI paragraph VII {ill) (a) below.

IV.-(1) To thile extet that the Bank of Frmnc reqllres curreneies of ter-i
torle of the Sterling Ares (other than sterling) in order to make paymaents in
stuch territories the Bank of Frnfe hall .l pulrhase such curren.cibe througl the
Bank of England against payient il sterling.

(i) To ilthe extent hat the Batik of Plagiand requires etrrenIes of territories
of tite Friai Area (other than the Frnch ftran) in orer to ma/ke ayments
in such territroles the Bank of England shall purchase sueh currenil thlrough
the Bantk of Fraitle against ] lyneeait in fraies,

V.-The Althoritie!s rs.l.nsiblc for Ehang.ll.e Colltrol shall rintually assist
one another to keep clpitel movelmlet betw(eln the two areas wIlhllb the sc(1p!
of their respictive pOlities and in partieular in order to prevent transfers which
world nlIt .. r.. Ilhrct and Iuseti econiroad or cmmlreial lnrroses.

VI.--Any sterling held by the Bnlik of l'raue may be held and invested only
as nmy be agreed by the Bank of England and any francs held by the Bank of
Engliotd may ibe held or invosted only as iay be agreed by the Bank of FrPnc..

VII. I) If during the period of application f ilte present Annex the two
Goverrnle,,tsAbe.ol..e parties to a general internltion]l monetary n.ranment,
they shall review thile provislons f the present Aninex with a view to nilking
any anwndnrts lwhh tray .prove neesa ry.

(if) So long as the present Annex remains in force tilhe two overments shall
mutually isitst oie anl.ther to eSliue its ippliction with thle eierlary elastic-
Ity as lru... stane.s shall require. The Bank of Frale nd the Bank of Ebg-
land, acting for accolunt Of their respective Rverlnrents, shall maldntin conaI
on all tehnllical qtestions raisel by the Agreement sad shall collaborate elosely
on questions .of exchange ontrol affecting the two areas.

(iM) The French Governmen t and tihe Government of the United Kinlgdom
shall ndl.r.onr willth tile enennt of the other interested partNnl-
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(a) To make the francs which may be at the disposal of remidents of the
Sterling Area and sterling which may Ue at the disposal of residents in the Franc
Are, available for payments of a current nature to residents of countries not
included in the Franc and Sterling Areas.

(hi To permit residents of ,unatris not included in the Franc and Sterling
Areas to use the sterling which may be at their disposal to effect paymenta of a a
current nature to residents of the Franc Ara and francs which may be at their
disposal to effect payments of a current nature to reidents of the Sterling Area.

(iv) Notwithstanding that rach of the Lwo Govermuents shall be alone
responsible for Its monetary relations with third countries, tbey shall maintain
contact wherever the monetary relations of tie one affect the interests of the
other.

VIII.-AII sterling transactions in tile Franc Area and all franc transactions
In the Sterling Area shall be settled on the basis of the official rate of exhange.

The omical rate (at present Fres. 200-fl) may only be modified after mutual
consultation.

IX.-For the purposes of the application of the Financlal Agreement dated this
day and of the present Annei-

(1) The expression "Sterling Area"' shall bave the meaning assigned to it from
time to'tine by the Exchange Control reglatlions in fore in tile United Kingdom

(ii) The exprssion "Fraie Area' Saltl comprise the following territories:-
Metropolitan France (which Includes Corslea and Algeria).
Frenh West Africa.
French EIqutaoral Africa.
Madg asear and Its depemdenelie.
Rltnlon.
French Somali Coast,
French Guiana.
Cualelonup.
Martinique.
St Pierre and Miquelon.
Freneh Th sbltlsbmenam in India.
Indo-Chlina.
New Caledonia.
French Establishments in Oceania.
The Condominium of the Nw 1hebrides.
The PI'refetorates of orocco and Tunisia.
The Fren'ch mlandted Territories of Camemon and Togo.
Syria and Lbanon.

(ii) Notwitbhtanding paragraph (ii) above, the provisions of the Financial
Agreement dated this day and of the present Annex shall only apply to Indo-
China when the whole of its territory has been liberated.

(Iv) The foregoing provisions 1tal not modify the existing arrangements
under which the Condominiun of the New H1frldMs and thle rench Estabiish-
ments in India which form part oft the Franc Area definel in paragraph (II)
shall be regarlded for eortain purposes of exhangb control as forming part
of the Sterling Area.

(v) Settlemets effected by the Government of any territory Includdl In
one of the two areas deine above shall be regarded as settlements effected by a
resident of the said area.

Senator TArT. We have an agreement with France tentatively, ap-
parently, which our soldiiers are suffering under, by which a franc is
equal to 2 cents. I suggest that as far as their monetary stabilization
is concerned, it is done now as far as the value is concerned, as far as
stabilizing it is concerned; and now all this agreement does is to look
forward 5 yeats to a time when there are some things that are coming
into force, but that, as a praetial matter, England--there is nothing
that we acconiplish today except exactly what we have got.

Mr. Wmnr. Se.lator iaft, there is only one fly in tlht very lovely
ointment of yours, and the fly is so big tlhat there is very little ointment
left. What you call an agreement is not really an agreement in the
sense in whiclh we are using the term "agreement" in the International
-Fnnd.



BRETT ON WOODS AGREEMENTS ACT

Senator TArt. I suggest it is not really an agreement, eithler, on these
questions

Mr. Wnimi. Well, Imay I explain that, Senator, because any one of
the countries can alter its rate unilaterally merely by informing the
other alnd withaswing from an agreement which doesn't mena a great
deal to either party. Now. what we are trying to do is to get a multi-
lateral arrangnement in which countries cannot alter exchange rates,
and so forth, except by multilateral approval. We have an arrange-
mneni with Mexico. Senator-

Senator TAFr. But I suggest that the fund doesn't do that; that for
5 years they can keep all the restrictions they want; that they can de-
value their currency 10 percent without even saving "bo"; thllat they
can devalue their currency more than that if they can set uim--

Mr. WHITE If they can say "boo" loud enough. [rLaughter].
Senator 'lTArr. Well, no; if it is a fundamental disequilibnrumn. And

goodness knows, every cmuntry is in a fundamental disequilibrium. It
exists by hypothesis at the moment. Now, that may mean something 5
years from now, hut it oesn't mean anytlhing today.

Mr. Wmin. I am glad you spoke of fundamental disequilibrium,
because I hid wanted to explain possibly a little more carefully what
that term means.

Senator IDlWNEY. Mr. Chairman, before Mr. White finishes, if I
may nmake this comment, Mr. White and Senator Taft seem at some
paevions meeting to have compared equilibrium here to a cart and a
horme. if I understand the eolloqluy.

Mr. Winan. I didn't. I think it was Mr. Acheson.
Senator DowNsT. Let me say this: It would look to me as though

the equilibrium that is now facing the world might very well be com-
pared to a jigsaw pu~le in which we have many pieces that we have
to fit together, and I think the sooner we can get any one of them into
place the better we shall work out the whole problem. When we can
get in Dumbarton Oaks, that is one piece of te jigsaw puzzle. When
we can get petroleum fixed, that is another; aviation, another; food,
another; Bretton Woods, another; reciprocal trade agreements, an-

*) other: and so on. So as far as I am concerned, I am going to take
the viewpoint that even though we have to put the tail on the horse
before we put on the head, why, let us get in what we can as fast as we
can.

Mr. Winrr That is a splendid analogy, Senator. I am going to use
it, willth your pemiission, at the next opportunity, because I think
it is niuci more realistic than the horse-and-eart analogy.

Senator DowrnEY. The Senator from Ohio may like to draw the
cart-before-the-horse cale. I think it is a more complicated problem,
and I think we have to have more elasticity than we had in the past.

Senator BAnKLr¥. We may hope for it.
Senator TArr. I tlhink the Senator will hear from a great many

expert witnesses who will take pretty much the position I suggest, but
I am perfectly willing to leave it until we bear further.

Mr. WIroT. I think he probably could hear--I don't know that
he will hear, but he could hear from many more experts that. his

analogy is an excellent onme.
Senator BAamLrr. If I might ask about these so-called stabilizing

bilateral agreements with regard to currency, of coure it was neces-
sary in this temporary situation for the countries to enter into some
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sort of arrtanionent by which the value of thle franc and the pound and
the dollar might be 'nderstanood. Back in World War I the franc
was worth-well, I would say around 15 cents. I thinik they got.

Mr. Wlmr. Before. 20 cents when it started.
Senator BARKLmy. Twenty cents first, or 5 francs for a dollar, and a

it went down to 6 or 7. anti now the franc, due to tile invasion and tilhe
impoutene of tie French Governiment, has descended to aimost nothing,
and i there had to be solie Iundlerstanding as to how mluch lii franc was
worth in dollars. So tihey agreed on .50 franlcs to tie lolliar. But it
so happens that i inany instances-it is oing on, I suppose, all the
time--tIhat those who have nore francs tian they need particularly,
or who have fraces they want to et rid of because of lack of con-
fideace in the franc, will give 250 francs for a dollar, or 200. It is a
iiatter of eonYnnI. knowledge-

-Mr. WniTE. That is right.
Senator BAmRlRXY. That, notwithstanding this effort to itabilize tilhe

frain, under somle circumstances you can get 200 or 250 francs for
a dollar.

Now, if it haild uot been for this effort to stabilize the franc at f2 cents,
there iilsn't any way to tell how low the franc would have one in tbe
matter of exetange compared to the dollar, and that would he true of
all these countries, wouldn't it

Mr. Wunrr. That is a very good point, Senator Barkley, because
when the questlion of he value of the franc caine up for discussion
olr cucerln was thie one that yu ointei out we had to iay, or we
felt we had to pay, the soldiers in rancs; and the reason for that Ill
ioilnt out Ein a miutte. It bears on this whole proboill along tho
iliens that you lhave indicated. We had to decide how much we were
going to pay ouri soldliers. After all. Congress states that tile soldiers
shall receive a certain monthly wage in dollars, ut how ma y fia cs
does that mean ? WeS had to blave n ini derslandlug of what the soldier
was to eeive. Thlie Frlih (ioverlrnment said thalt their rate was
goi"g to he 2 cents. so the Amlerica i sohlile reelives 50 f'hais for his

dollar. And. icdentaly. that wage in francs will be nlplemnented
by oiler tings It has been s>lc)phnen ted by some, hi.l it will b ,

by iore, So illat the soldier will be better taken care of than he has
been. that is a separate matter, and if your comniittee is interested

in it the Army or Treasury can supply you wit h further details.
Htowever--

Senator McFALMan1. It had to be a Sllsuplementa agreement,
Mr. Wurrr. I would like to add, Senator, that if we hadn't paid

them in francs there was only one alternative, and that was to pay tAeui
in dollars. Nor, if we paid them in dollars, it would have meant that
every soldier would have dollars in his pocket. He would be an indi-
vidual exchange operator, you see. He would go on tihe market:"And
how much can I get for this in francs?" And nothinlg would have
contributed more to the monetary disruption in France; to depreeia-
tion as you said, of the franc, anld to inflation in France. than an open-
wide, frebe exchange between dollars and francs, with the soldier rceiv-
ing a new supply of dollars monthly. You would find that the franc
might pioba)bly he loel even thanli it is on tile blacrk market today. It
was to prevent that from happeoning that we agreed to pay ouur solliers
in francs.
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Senator BARLEYr. Well, of course, it is a scandalous situation to
have had our soldiers engaging in blck nnrket withli francs or dollars,
either. Of couise, all their allotments are paid in dollars to those to
wholu they are made in this country. The ionly use that a soldier had
for francs in Fralnce was to buy something mnaybe that he wanted to

Fsend home, or presents, gifts, or luxuries of one kind or another be-
cause lie got his food and clothing. HIe didi't have to buy that. And
while this whole situation, the depreciation of the flmair, has sky-
rocketed prices in France so that you can hardly buy allnything for
any reasonable amount--I bought a little trinket, a little pair of
earrings. It cost 271 fraincs. ell, in normal times that would he
almhost as much money as you would ay for a gold trinket of that
sort. This was jiust a cheap thing. Well, of course, none of uis has
to buy those things, but if we do buy them we have to pay the price.

Billt it seems to me thait there wasn't any way to have avoided
some injustice to not only our soldiers biut other soldiers who were
accepting the franc at 50 per dollar, if he saw fit to buy tlhin that
he warned to buy with the franc. Otherwise, if you paid tim in
dollars over there lie would have been hawking those dollars around
all over France, anti maybe outside of Fiane, to see how much lie
could get for them; and that, it seems to me, would have been an
im s~siblen situation.

r.. WmriE. It would, Senator, because one of the consequencesa of
that would have beell to so depreciate the franc and to so dlisrupt the
monetnrllv system of France that lilny governcent that was i control
at that time wouli have ibeen very greatly weakllened alll ni git even
have been overtlirown.i It s i lslul'tallt, l w.l.. a go verImIent returins
fr( exile t ,at it gain the confid .llce of the people andl for the people
to ileve confiinctnrc iii their currency. If we had cont idhuted i' any
Malited degree to a rapild deteriowati mi of the franc it woiuld have
uetilet noet oly i ,serious p((llli c sitluatio ln, hilt it nligllt hlave ieantl
a seiouls oital situ ation lit a t ine. you renmembher. whber we had
not Yet defe'lte d G(eruavny.

Senator McFaRAND. Yes, hut, Mr. White----
Senator MrumiN. I have a question.
Mr. W\arm. He has a question first, Senator.
Seiator McF;ArLA.NDo. In fixing the value of a franm. shlouldn't vot

base the exchaillge rate on the numbeiir of frttIcs it taies i, pll r iam
goo s in relation to the ipchias, of tiln. se In goo.. Is ii the sUnited
States? You shon Id get a fair val uation, not alln unfairl vit iation.
You, ale not dellating the franic, if it franc is actually wroth, for in-

ta nee. 300 to 1he dolla ·, hy fixing that as the exchanI ge. It is ailready
in tilt conditrionl, aniD that is about the value of the frane f you als
goig to thny siomelhing on the nmaiket themr Now, we haven't he lped
vaiues anyv. The only thing we ihave done is penalize o lr boys.

Mr. WrnTe. Well, Senator McFarland, the first statenent you have
made is qilt correct, that one of the factors, and an important factor-
it is only one of the factors-that goes into the detenrination of a
reasonable rate is, s you described it. the nlative purclasing power of
currency in a cmntry. There are other factors, But when we say
that we didn't want to encourage depreciation we refer to psychologica
and monetary phenomena which can have dlisastrou s consequences. I
can explain further, off the record, by taking a specific case.

?o773 4-45 i4
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(There was colloquy off the record.)
Senator MTuIm>N. Mr. Chairman.
The CHAIRMAN, Yes.
Senator MITLRlnK. I should like to suggest that we can carry this

argument of paying our soldier in the cur/rency of the land in which a
he happens kto be-you can carry that too far, In France, for ex- W
ample, they have a very practical way of alleviating the advantage
of the dollar, when the dollar has an advantage, in the hands of an
A~tt~ieir dtizen. The mrchant simply charges the American citi-
zen twice as much as he dos the French citize,r and that is the
traditional way of handling those imtttsers, and it works out all rtight
so far as tlie :rench are concerned.

Senator BAnx:ry. The same thing happened in the last war, al-
though it has been alittle worse in this war.

Senator MlL.uAKN. The samle thing happened during the twenties
when we had dollar advantages in France. The merchants simply
obviated the advantage by chargingtheAmerican move.

Senator BAnRLy. Yes.
Senator MmunIN. I you( wanted to beat that game you had to hire

a professional shopper who was a Ftenelntnan to go out and buy your
stlff for you.

Mr. Wim~e. Then, too, I think, you know, the American soldier
naturally picks the best places to buy. Ie goes to the Roe de Rivoli
where the shops are very mnuch like some ol the Fifty-seventh Streetor Fifth Avenue shops, here prices even to local residents are not
low, So that, too, is undoubtedly a factor, asyou say.

Senator MntIux. Yes. And the Frinch luxurytrades are a very
important part of the French economy and the Frxenh mlerchants
dealing in French luxuries have always been able to 2mrteet themselves
very nicely against any advantage that the dollar might have.

Mr. WXnrn. You kunow, off the record, Senator.
(Ther'e was colloquy off the record.)
Senator Bun. r. Chairman, if we are throgh with this par-

tieular point now, I should like to ask one question of Mr. White.
The tiAmMAN. Certainly.
Senator BurE. As I understand it none of the nation s which

are supposed ultimately to join this group have acted as yet.
Mr. WmVT~r To knowledge, Senator Butler, none has acted.Senator IBum,. Hut the attitude of the Britih Governnment per-

hapsis rather friendly toward the proposl ?
Mr. Wmre. We have defiite reason to believe that the present

Government is friendly.
Senator BUTLER. Yes.
Mr. WI¥ITE Bult they are in the same position as our Congress was

prior to ilts last elect ion.
Senator Burnlr. They are holding an election over there right

soon.
Mr. Wnem. Soon.
Senator Iluna. And one of the parties is the Labor Party, English

Labor Party.
Mr. WHnr. That is correct.
Senator Brrr. And one of their pet projects is Government own-

ership of the Bank of England.
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Mr. Wwnv .And some of the large banks, whether they-
Senator Btrrwit. Yes. If they should be successful in that, would

it be necessary to change any of the provisions in the Blretton Woods
agreement ?

Mr. Wnre. No sir; because thle role which central hanks play is that
0 of fiscal agents of the Government; and if the British Government

were to own the central banks it would be not much different than
in other countries where the central bank is owned by the Govemrn-
ment. So it wouldn't lrequire any alteration in the articles of agree-
nent.

Senator Brulvtt. Do you think their attitude toward it might be
differentl

Mr. Wmrrn Do you meanthe attitude of the Labor government?
Senator Brnli,. Yes.
Mr. W rnm. I don't know. I have confidence in the good sense of

the British people.
(There was colloquy off the record.)
The CHAIRMAN. I notice the Senators like to get back to the floor,

and I have arranged, and if it is airiaable to the members of the
committee, to have our hearings continue at 3 o'clock this afternoon
at the District of Columbia room right opposite the floor, and there
we will finish-is there anything else to be ask of )Dr. White?

Senator TArt. You mean, do you want to adjourn now?
The CAAmRMAN. I thought then that we miglht adjourn now until

3 this afternoon. I hope all the Senators will be present.
Senator ToEsY. Will Mr. White continue?
The CnAxun a. Mr. White will continue.
Mr. Wrrrm. Exept MIr. Luxford and Mr. O'Connell may want to

go ahead on some of the amendments and legal apctts.
Senator 'Art. I have two questions more, I think, or two slight lines

to follow.
The CAmIMAN. All right. Supposing we try that.
Senator TAr. Do you walnt to start now?
The CHAxRIAs. Very well.
Senator Taro. Mr. White, I have tried to go through here to se in

what respect the United States Government was limited and what
things actually tie our hands in the future, and the first thing I get,
section 4-2-

Mr. Wnrr. What article, Senator?
Senator Tarr. Article IV, section 2. We bind ourselves not to

depreciate our dollar more than 10 percent, as I understand it; is that
correct

Mr. Wnrrr We are subject to the same restrictions.
Senator TAvv. Unless there is some fundamental disequilibrium,

which is not likely to occur.
Mr. WroT. That is right.
Senator TAr. Secondly, we have to maintain-we either have to

buy and sell gold or we have to regulate all exchange transactions
within a small fraction of the figure that is fixed.

Mr. Wnrro. I would like to correct my earlier statement. We
agree not to alter our currency value at all, but we have authority to
alter it 10 opercent. Your second statement is correct, as I understand
it.
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Senator 1TAr. Then article IV, section 7, is a provision that has not
been commented on, by which the value of gold may be changed.
[Reading:]

NotwIhsttdillndi the PrtLlisio ot !( Ition , -h or f this artIle. tile fulldll, by a
nlaJoritv of the t i oantflu power, may lake l forilnl projrtioalte {hangesa
in the prr ¥lvlal Of thio ncirrelrelsof ia weathr., iovilltl each uch ei ,llaliap
is approved by every ,uenllsK whilh has 10 picent or lOr/ of tie total of thi.
quois.

That nmeans, I take it, that the fund board may change the whole
value of gold. They may raise all currencies at once or depreciate all
cu rrenc es at once in terms of mold, if they wish to do so.

Mr. Wnrrn. Only, that in te iUni ted States-
Senator TA^k. We have a veto power?
Mr. WinT. T'lhat is right.
Senat, lor TAr. But if it is done leaving us hanging in the air, tlher

is a most a compualsion on us to do the same thing, isn't there
Mr. Wnn'r:. No; I wouldn't think so.
Senator TAnrr. If all the currency in the world is depreciated over-

night, ido yoll think we could successfully stand out againust an effort
to chlnrge ourI (tlrrencyV

Mr. WiTe. The iirst thing you spoke of could be done only with
our approval. The purposes of the provision, I think. would clarify
the matlter very materially.

Senator 'Arr. Incidentally, it stands to reason that it cannot he
done without tlhe action of Congress.

Mr. Wairre. Tlhat is coarrect, Senator Taft; but I will tell you what
the purpose of that is if you are interested in it.

Senator TArT. What is that?
Mr. Worvy. There has been controversy among economists, as yoel

lhave in all otheir sceientilic fields, in tlhe last generation, abonut whether
there is enough gold or too much gold; whether the world is pro-
ducing enougi, gold to support the expanding population and expand-
ing trade; or wrether the world is produeing too much gold anr l thus
fprmnoting steady inflation. Some think there is too much beingproduced. Others think too little. Speaking for the Treasury, we O
thin k the 1 roblenm is a tade tic. ein f hereas

Senator Tdsor. I agree with you. You, don't think it makes much
difference ?

Mr. War.v Well, I wouldn't pu it it that way, Senator. I would
say that the rate of the production of gold which we foresee in the
forseeable future does not significantly affect the problem . Whatsome people are afraid of is that some scientist will in his secret labo-
ratory discover a cheap way of producing gold, such as, for example,
the process of s ihooting onte atm off of lead, thereby getting gold.
Gold has even been made out of sea water, at a terrific expense, butthey fear techrtdogical processes may be developed so that soinebody
may discover how to make gold very cheaply. If that is the case.
there ought to be some protective clause which would make it possible
to simultaneously alter the value of gold without changing the ex-
change rate structure. It is all in the realm of the highly speculative
developments of science in tihe futlur.

Personally, I am not much concerned about the possibility, but
should it happen in the future there is machinery by which the Con-
gress of the United States could approve a change. If, on the other
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hand, it is felt there is too little gold produced-we do not feel that
is so, either-machinery is provided to rise the value of gold, but I
think most people who work in this field feel-in fact, I know only
very few who do not feel the quwstion is rather academic in the fore-
seeable years.

Senator TArt. It seems to me, except for the fact that we have the
veto power-

Mr. WHnis. That is why we put that power in.
Senator TArF. It seems to me that is the most inflationary provi-

sion possible; if we could suddenly raise the value of gold to $150
now instead of $35, it seems to me that contemplates something be-
yond any conmmon sense.

Mr. W ITF,. That is why we insisted on the veto power.
Senator TAiW. My chief reliance is on the veto power. I don't

think Congress would do it.
Mr. Wnnre. You don't feel badly because we protected our inter-

ests in that matter so completely?
Senator TA'r. No; I don't.
Mr. Wntrm. That is why it is in, because we felt it was most un-

wise otlherwise.
Senator MILLaIKi. I should like to ask why we are worrying our-

selves for fear that someone is liable to knock an atom off of lead.
Mr. WuroE. I am not worrying, Senator.
Senator MmtiKiNx. What if someone invents a faster printing

press?
Mri. WVnIT. We would use feweriresses and save some money.
ScnatAor 'Tn.m Mr.W;hie. article V seeiion 2, and article VI, section

1, s3eeI to me to imjpose a rather-
Mr. Wirre. 'ht its wha t page?
SenUator TAl'. Pager 12. Tl inmpose a good deal of restrliction.

[Reading:]
A lallii(le may not . .llls net Is, of tile fill].s resrOLY to I[i{ a larges or

sustaimnd outflow of Capital. and tls fund slay rCiillrst a iieimltPr tu exerci.. on-
tr'ols {,,D prvent suh Fla ! of ti,, msoure., of (he f,,id. It, after regiving such a
request, a meahber fills to e(xltfise, appr]ritlif , entrol, the fned ily declare tihe

member Ieilgibie o the he resources of the fund.
Then you have section 2 also dealing with it, and section a Ceontrols

capital transfers. Wouldn't that arti"le require us to puit a general
restriction onil the transfer of exchange and Tregulate all exchange in
order tqknow wiat is caital led what is nrot capital

Mr. WI urw No. Senator. 'Isis ha ,feroe only to countries that
are ceonig to the fund f.. assistance. May I cite an illustration whic1
would clarify that point?

Let us assume that country X is coming to the fund to buy dollars;
and oIe of tile reasons why it needs so many dollars, why there is con-
staeut p[nssuli oil is culrrency is hjeeause there is a Hi ght of capital from
that corntry. People are losing confidence in it. Speeulators antici-
pate an exchangb e profit, and they are gmtting out of that eurrency into
dollars or sterling. That is what we call a flight of capital.

Now, the fund is not in any sense st up for the purpose of promoting
a flight of capital. That kind of a flight of capital does not do
anyon any good except the speculator. It is bad for thlie country. It
is disruptive of economies in general. So the fund says to that partieu-
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lar comuntry: "You are comin to te fu toteidto buy dollars or franes or
sterling, or whatever it may be, and the reason why you need all tlhat
is not for trade, not to pay for goods which you are buying but to
finance speculative dealings or flights of currency. You will lave to
do something about that, or you cannot get more foreigin exchange from
the fund.

Now, ole of the thrings that you can do, one of the things that most
countries do-that all countries do now-is to put restricltions on capi-
tal exports by reruiring permits to purchase exchange. It isn't any-
thing we would do. It is something that a particulsar country iglthave to do if it wanted to continue to buy currency from the fund.

Senator Tarr. But we might want to do it. I am just talking now
about what might happen.

Mr. WnrrE. If our investors want to invest abroad. I doubt very
nmulu that we wonlid pit any restrictionis on them. We would not
be coming to the fund, inl any case, until our reserves were a lot lower.

Senator n .-r. You haven't been too anxiouS to let tie South Ameri-
can countries take gold out of the United States.

Mr. Wmmrr. Oh, we have never given the slightest interference, with
one exception, Argentina, and that exception--I guess this is all right
onil tile record.

The CaamnrANi. Yes.
Mr. WnrrrE. The reason for that has been political, not economic.
Senator Tav. I understand that. I understood you discouraged it.
Mr. Winx. You are quite eorrect, Senator. For political reasons.
Senator TAFT. Just one more question. Lord Keynes said:
Not merely as a feature of the transitlion, bhut as a pr.anueut itrrllligement the

pilan aieoixs to every mpro er goernmenat Ih expr(sed right to control all
capital movements. What used to he a heresy is now enldorsed as orthlAox.
In my own Judgnlm.t, colutries which aval themnelves of this riglt ally find
it ietesqal-y to ,'elttinre all transactinna, so aS to prevent erasio, of capital
regulations. Provided that the innmocnt, eurrent tralisactlons are let through,
there is obin in ihe! plan to prMeent this. In fact, it Is encourmage.

Mr. Wiror. Correct. As you know, those countries have those
relations right now.
Is mator lTAFT. I notice in sections 8 and 9 of the bill you provide

that whenever a request is made by the fund to Ie Uinited States
as a memlber to furnish data under article VIII, section 5, the Presi-
dent may, throumgh any agency he may designate, require any person
to furnish such information as the President iiay determine to be
essential to comnply with such request. he President may lmn--if
the person hasn't given any information relating to any foreign trans-
action, he may be put i jail or subpena may be issued, and so forth. Of
course, those ar provisions for screcy, but it seems to mIe we are
saying, irn effect in this fund we are going to control all foreign
exchange transactions and give the President complete power to re-
quire any information from anybody about any transaction having to
do with foreign trade.

Mr. W¥mn. No, Senator; that was not our intention, nor do I
think that anything in the act would justify that conclusion.

Senator TAF'T. I think the members ought to read section 9 of the
act. I think it is a pretty radical provion, and it gives complete
discretion to the President, I think, to determine whether it is essen-
tial or not.
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Mr. WmnE. If your committee is interested in that-and they
may well be Mr. Chairman-with your permission, if it is agreeable
to Senator Taft, I would like to have one of our able lawyers discuss
tile implications and meaning of that section.

Senator TArT. We might do that this afternoon. May I ask to
have inserted in the record the address of Lord Keynes to the House
of Lords on May 23, 1944, to which I have referred a number of
times;and I think it would be wise to have it on tile record.

Mr. Wanrr. And would also be a compliment to Lord Keynes.
Senator TArT. This is a photostatic copy of tile House of Lords

record.
Tile CHAIRMAN. Very well.
Mr. WHTurE. What is the date of that?
Senator TAFT. May 23, 1944.
(The document referred to is as follows:)

Anpss OU Loa K,(snslrs BiEFole Twn HOURs or Loans o4 MAr 23, 1944

My lords, it is almost exactly a year since the proposal for a Clearing Union
were discssed in your lirdshilp's House. I hope to persuade your lrdslIpm that
the year has not been ill-spent. There were, It is true, certain features of elegan,
clarity, and logic in the Clearing Union plan which have disappeared. Anl this,
by me at least, is to be much regretted. As a result, however, there is no longer
any need for a new-angled international monetary unit. Your Lordshil, will
remember how little any of us liked the names proposel--batcor, unitas, dolphlin,
bt nalt, darie, and heaven knows wht: Some of your Lordlships were good eouigh
to Join in the scareh for somthing better. I recall a story of a dontry parish
in the last century where they were accustomed to give their children Biblical
names--Amos, Ezekie Obedlah, and so forth. Needing a name for a dog, after
a long and vain search of the Scriptures they called the dog "Moreover." We
hlt no such happy solution, with the result that ithns been the dog that died. The
loss of the dog we need not too much regret, though I Still think that it was a
more thoroughbred animal than what has now come out fromm a mixed marriage of
ideas. Yet, perhaps, as sormltmes occurs, this dog of mixed orlgin IS a sturdier and
more servieable animal and will prove not less loyal and faithful to the purposes
for which It has been bred.

I commend the new plan to your Lordships as being, in some important reslets
(to which I will return later), a considerable improvement ol either of its uants,.
I like this new plan and I believe that it will work to our aidvantage. Your
Lordshlps will not wish me to enter into too muich technical detail. 1 cea occupy
the time avllable by examining the major enelis this couutry m1ay hope to gain
from thle pall, alnd whetlher there iare adiuate sfieguards atgainst p.ossible dis-
advantages. We shall emerge from this war, having wone a more solid victory
over our enemies, a more endurlng friendship froI our llies, and a deeper
respect from the world at large, tln prhaps at any time In our history. The
victory, the friendship, and the respect will have been won, beIauw, in spite of
faint-hearted prepalations, we have sacrificed every prfnation for thile future in

he Interesls of iLmmlediate strength wilth a fanatical sigle-ndil ldednes which has
bad few parallels. But the full price of this has still In be pijd. I wish that this
was more generllly appreciated in thlie country than it is. In thus waging the
wear wi(heout eait is th]e uliimate COSt we-and we alone of the United Natiolls-
hae hurdenled ou'sl es wlth a weIght of deferred lldebtelless to other countries
beneath whl'hh we shall stagger. We have alrel.dy given to the oTnUoil Cluise
all, and more than all, that we can afford. It follows that we mlust exalmile any
financial plan to nlake sure that it will help us to carry our burdeins andl not add
to the]. No one is more deeply convinced of this than I am. I make o comt-
plaint, therefore, that those to whom the details of the scheme are new and diffie-
cult, should wcrutlnle them with anious conern.

What, then, are these major ,advantages that I hope fromn the plan to the
advantage of this country? First, it is clearly recognis ad and gareed that, during
the postwar ItraunsitonaI eriod ofuacriain drnlion, we are entlted in retain any
of those wartime restrictions, and special arrangements with the sterling
area and others which are helpful to us, without being open to the charge of acting
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contrary to any general engagements into which we haere nlred. Tierig thDis
assurance, we can make our plans for the most difficult days which will follow the
war, kUowing where we stlnd and without rik o giving groundsof offene. This
Is a grent gain--and one of the respets in which the new lan is m1uch suprior
to either of its predecessors, which did not clearly set lforith any similar 4afegulards.

(Se/od, whenl this plriol is OVer anltli we aire agalin stronlg eligh to live year
by year on our own resourInce, s, al en tok I. rw. . d tio iradingl in a world of
nutlofal Iarnlenli( wh ll art, inlerconvertih, le. For a greact rollnerlaI Natlon,
like ourelves this is irislnusable fur full prosflality. qttrlin g Itself, ill dulie
Course, Ilist Obiuislsy Inconie, oIl aglain. generally (lIwltIj. rtw uiihout.t
thills, nDlion must I.esarlly lose its iltrnlatiO..a lol .til, .nlod Ithe arrange-

ll(ts ill piartiulnr of thile sterlig area would fall to pieces. To suplapos that
il. stn ,f boi-lli'rl] anld harter agr leTIls, With rio o... who (ar s sterling

knowing jlls what lie crin wi I, sfuppo that i is is tihe best way of
e.eou.ragi;g he doglnions to cotter their fintinial systlem oi,, lhdun, se'ms
It, lle pretly llar frsnry, As, Icldviq(u it little ]nglailli]s, aIoepte'l as a
last resort when all else has falld us, with this small country dirlven to nautarcy,
kelpinglo ltself lto itf I a harsh aid unfriendly wfrld, it nligtlt iliake more
sense,. iut those who talk tills way, In tlle Fx'ttnon that the rest of the Com-

IsOllWetIIt will throw In their lot on thse hires lind rut their free cmmerc ial
r'lhlilnIs will tillb rest of the world, Call have very little idea how tillis Empire h11
grown or by what mea.u it can ie sustained.

So far font in iibl'tr at',ti plaln eildagering the long traditioi, by wich mllUS
Empire CI.... tiies. alld naany ohlier .co.ul ric, too. ha. e nb"utered fllir financial
sy'tems in hmthd,' the ilnn is, in my Judigment, an, indispensable aleals of Ilt{
taillipg this tradition. With our ownl r eUlouc so great9ly ninlial] "nd iqli
enmlhredl, It is only if serlnlg is Rimly ptlaecd ITn an itrlintlIonl] se1tting that
the ict-%aery, confidelnc in it caInt bhe ustaie. Indeeli, eiv during the traisi-
ti4ilml peridl, it will be ourT policy, I hop,, steadily to develop the field withil
which leiliag is f iVlI) as llll pidly a's we fan Mnlngl , Now, if lair OWl
gliaml is, as it suirely n)st t., tle general ltereoI..n e vi..i iity of sterling with (olter
ciurrenies] it uilrt olviously N[ to our trading advantagel that tilhe 410 Robtains
elsewhere, so that we cn aeli oullr sports in one country and freely spnill the
pro,,eds in ally Ol<i'. It iS grLat a iii ll lOi% in ] uricunlar, lhat iAler ounltr'ieS
in the world should agree to r fr'lai fral those discr'iminatory xehailg{ pI'll"

Cs wihl('h We m ol rseilo I ii *ver iit itleted itn Iane.s ,f macte lint filron whicih
tit* a r oPil[ l S oiUraurf traers Ile ufe r(rl greaitly { he bianids of nters. My
ioble friend, Lsrd AlbdsoB,'a lais asij] wlher uta, an iia rrangemlt roidd b

opira ted in suh a way that ertai, larkets might bhe cised 0o Briltisli exlsrts.
I ran firily assure hilm tfhat one of ti hone ,etary proposals will II s,, rovildcit
that if we firi un iiselves with ClrreiH'ell in a fol'll ,ouintry which Wel 1o d iot
(hoose to spind ill thaIt clntry, we Cla tIll freely relitl the orleliree... I.o ,
;buy groods Il anothl, r cointly TIatre i no (!Ol)UsiUi , ous. arid if we c'l O se {o
cal to a jmart ulrll ba rglln in theil t! tily where we havre r1So1)1l thn tnthat 1s
en irely at oulr disere io,, .

Third, llthe well of trfdue ire to he oiled by whall is, in effect, I great addtilon
[0 1till wan I'sla ~s l{ If ... lo'On ry reserv(,s5, Islrlht ted, I{Iy'ovtI'II il {c rsol1eiabl{}
wy. The nul s are ,ot o larg asnder lis i. ilcnltd uernioll, 4t(1 ad] Addil,
dIrpw Ili....tiollt to tlhat ilIt thy are substantial ali datn be nlreaseNd subse,
qlleally if tli Ieid is showrn Th l aggregatei for trhe wrld Is I'pul plrovslinily
it f2.50,(}00.Nl. Onu own share of th i--tfor a rlielveS nil( thil Crown Crlanies
uhih. I Tiay rll(lli .On. i.. treat (f I for I llp uimSes as a part of the British nole.-
lry system (in itself a insefl] icktow]elegn lt) -- is £$2,(,00{I0, ( a sitl) whjell
mny asIly doubll., r m.oe ala Il,dlvh, th riserves whlichi we hiall toherwlso,
hold t tihe (l o'f tihe Il'an. Ills..... period. t separatel quotis of the rest of
the sterling area will i.i.hke a further large addition to this. Who Is so cojifident
of the future that he will wish to throw away so rlmfortable a alpe mentary

iud In time of irouble? Do the ritiea think it preferable, if the winds of the
trade cycle ilow, to diminish our demand for imports hy Increasing unemploy-
mnpt it birnme, rather thin ee the emergeney out of this fiunl which will e
expressly providled for such temporary torpoe??

I emlitPaslze that sch is the purposre of the quotas. They are not ilnteuled as
daily fund for us or any eithel, ,noitry to live upon dluring the rteoinstrlolc or
afterwards. Provili.lI for that beiongs to another chapter of International eo*
>prtlqtlnr, poni whi'iwl W hall embark shortly aless you discour..lge as inaduly
about this olel [{he ollosa for drawing on the flid's ,reseurc ir an ironll

ration to tide over teiporary ienrergenc.les of one kind br another. Perhaps thiM
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is the best reply I can make to Lord Add,1on's doltis wheither or qllota Is large
enough,. It is obviously not large enough for us to live upi during the reon,
struthOn intlJiod. Eut this is not its r.Lpose. Pending further expnrieflore It
is, in my judgment, lahrge enoug for the urploaes for whlieh it is intended.

Thlerl is lnlloher ad.vantago to wlh I Wollid dlaw your kordsilj' Special
at teltlok. A ptrpier share of rspn.s..ility fto. maintaining equilibrlum inll the
Inllia ie If fiII (rnlatlla paynw'tIS in squarely placel on the rlldtor countrles,.
This is eae r the jlnaor nIrov..e... ts i.. the new plan . Tlhe Aiu eriess Twho
are the most likely to be affeted by this, ihave, of their own tree will arid honest
uillrlltse, oldered us a fiar-realliluag foiniIa of protection against a revurreice of

the iyli, (.tiau of dcllatieon during lhe inttrwa t years, nanlely, the dralnilll of
reservn'( out of i the rest of tie worl Id pai y a country whichll was obstiiately
IGlrruwig anid exportiig on a sallhe iI.nlensely gr(.ater , haLl i. w. a Iileading aind
impnrting. Under cl lte VI of tbie pian, a coulitry ei g(ags itself, i ll tecl, to
jrevent sueb at sitaol afroe a'rising lgaitl, by ptroaitsing, ,hould It fall, to
relIIse otlher counnries from anly o1l)ligation to take it, exxrins, or, if takeu, to
lpay To, thaei. I Clih l t I t totigeha tt Ithin(llcini wnoulld ever be allowed to
conll into !ffe(t. If by no oilier ileias, thatil by lneding, the cedietor coultry
will atways ha(e to lild a wiy to littrl tile account .1 .ilnltIl'lre grounls of
it, Owl) self-ile'rst. F.'or it will Vo loDnger be erlutied to AlltirO tile accoult
by sqiezhilg gold out of the r.*t of II. ilire we ,ave a votiitry ,lndertuking,
gella n ly oe redlr in the sirit Lit I f 1a g0 ud neighbor nlid, I shieuhdl add, of
enlightened etffllteesrt, not to allow a Itepeliillol of I chain of ev nts which
lietwten the wars ISli mittr ItolIl illy othe!r single fant br to destroIy tr worldI's
ecollunic ulhilnce aid to prepare a seqibtNl for oui growLbths. Tbi is s i tre-

nilndoiS extension of Intertlational IcooprFat1iot to goiad elds. I pray IotIr Jrd
shils to ptay heed to Its Immortace.

Fifth, thile platn ,ts itp an international Istiltution with subtantiah rilghts und
dttl, to ploar* r'r orderly areraligeents In niatter. ..uch as exea .. in rates which
are two-elledei andi affct both parties alike, Whick h atl, also serve as a place of re-
1afr dls ussaitn Itewel responsible .autil.orils to find ways to esape tlws* manly
utnforeseeabh iangers which ti e future hodos. The nuble lord, Air! AdddiSon, isks
how. the fund is to e ihanlaged. Admitttlay ttliy is not yet worked out in the
nefcessary detail and it was right that he should stres tlhe lmlnt. But thee!
tlints which may help him are fairly cear. This is an organization betwe n

governlents, in whhicl central banks )lily alppnr as the Instrrment and agent of
their governuent. The voting Vlwer of ilhe Biltish f olloa, l nwwealh Ili and Ihat of
thlt UIn led Stales art expclted to bh aplroxiitnaeely equal. IThe ianage.nlt will
be Il thre tiers, n bldy of {ixpert, wolen-time oficls who will be responsibile
for thr routine; a Slla It boeard of mnantigelment which wil Imak all adcisions of
policy subjec(t lo any overriding inistructions frol the assembly; an asembly of
all the tlat'ebe, governments, meeting leas often iad relain ig a upervisory,
but lnt art executive, ontrol That is Vrioaps even a littie boiler halt appears.

elien ar e tIle advantages of na.lr Inplort'tanee. The prolpls8 go far beyond
what, evi, t li, s iin e ago, anyouse (i1l hiavee c(),ceiveb of as a iwsst["ble basis
of general iterllati ltnal agrvneltt. What litenative is oth' to us WtIChl gives
conirldtabNl aid, or better, more .li.tful odpprtunitios for the fitulre? I have
,,nsida hbi emifildelce (hot stolathinig very like this pIai will be In fact adopted,
if lonly On ac..ount of the plain duineriIs of the alternalive of reletiol. YouV can
talk against this plani, so ilog as it is u matter of talkehg-s-ayit g In the saue
breath that It go(e too fiar and that it doeIs not go far etougb; that is to rigil
to be safe and that it I toG lose to be worth anylthing. But it world rqnuire
great .ool.ha.rdi ess (0 reject it, much Inore foolhard iat/s titan is to be fnoud In
this wise, intuitie counltry.

Tberlore. for these mallifoll and substantial benefits IT ommend tilhe monetary
piropiosais i> yIIr iordship, Neverlheles, before you will give them your con-
Ild...., ye. l wl wis h to orsidler whether, In retn, we are sulrrendering any-
thing which is vital flr the orderin g of our domestic ffairs in the manner we
inte(d for IIe t ill .. My lords, the experience o the years before thel, war habs
led most of us, though somIa, of u late in the diay, to lrtialn rfim eonchlsos,.
Tlree. in particular, are highly relevant to this discussion. We are rdetermined
that in ndie the t external value of sterling shall mnfornm to its internal value
as set by our own domestic policie snd niot the other way round. Seondly, we
Intend Io retain control of our domestic rate of hIterest, so that we ca, keep it
as low as stls our own purposes, without interference fronm the ebb and flow of
international capital moements or flights of hot money. Thirdly, whilst we
Intieln to prevent inflation at hine, we will not acep deflation at the dictate of
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Influences from outside. In other words, we abjire the hleiutruwnle of bank
rate iand crdit critra(/ion operating troiu, hthe Inremase of annemploymnnt a
a mealls of forcing our dolestic ecnomy ildto line with exteral factors.

Have those respoisible for the m onetary proposal bee. n sufficiently enrlfil to
preserve thiese principles froni the possiblity of Lnterfereni' I hope your lord-
ships will trust me not to have turwed ,iiy bak onI all I hlave fought for, To
eslallish those three principles which I have Just stated has been my In.ai task
for the last 20 years Sometimes almost allne, in Ikpular articles in the press,,
in Ipmphlet, iD idoens of letters to the Times, In textboks, in erinrmous and
obseure treatises I have ,spent my strength to psrsua de nmy eountrymenl and tilhe
world at large to change their traditiounal dotriies and, by takllg better iought,
toremov the cUrse of unemllployment. Was it not 1, whenu many of tdngy's
Iconoclasts were still worshippers of the call, who wrote that "Gold is a bar-
barous relic"? Am I so faithless, so forgetful, so senile that at the vry moment
of ile triumph of these ideas when, with gathering monoutum, governments, Pnr-
Ilamenlts, baoks, te press, the pubhlie, and even . roomist.s have at lant m,,tpte
tile new doctrines, I go off to help forge new chains to hold us fast in the old
dungeon? I truSL, y iorls, that you will not belleve It.

Lt me take ftlrst the less prominent of the two lSSllt which, arise in this (on-
nsetion. Namely, rmur power to control the domestic rate of interest so as to
srure a cheap money. Not merely as a feature of the transition, but as a [er-
nalient arrangement, the plan acords, to every memiber Goernlent the explicit
right to control all capital movements. What used to he a heresy 1s now endorsed
as orthodox. In my own Judglment, countrie whieh avail themselves of this
right may fnld it necessary to srntinize allI transactions, so as to prevnt evaleort
of apitiM regulltions. Provided that thile innocnt, current Ltrmnsactions are let
through, there is nothinG in the plan to plrvent this, In fact. It is encouraged.
It follows that our right to control the domestic capital market is seured on
firnller flndations t.il.n ever before, and is formally aepte l as a proper part
of agreel ilterna.tional arrangements.

The qUestion, however. which pIlls ,rcenlly er gven chief prominence is
whitetr we are it any sensl returning to ie disabilities of the formnler gold
standard, relief fronlm whicb we have rigilfy I me.(d. . to prize so highly. If I

lave any aluthority to [ronoiie on Which is andt which is not the esslnc ulnd
meaning of a gold standardh I should sy Ihll.; this plan is the exact opn)site of
it. The lanl ill its relation to gold is, indeel, very close to proposals which I

iavoca1ted In vain as the right alterntilve, when I was bitterly opposing this
colntry's rturni to gold. The gold standard. as I anders.tanl it. mans a system
udlrlr hlichl tile etranl aU of a nathlional eurrelwy is rligily tied to fixed
qluantIty of gold wllich can only hoorably be broken under forne maljleer and
it invohles I financial policy which comlpls the internal value of the dernstic
curlrncy to ,onflrm to this external value as fixed in temn, of gold,. On the
other hand, the use of goldi erey is a nvenlent common dteomlnator by ma.lnsl
Of whih the rililve valiues of national currer iefr---these binVg free to change1-
are expressed freom tine to ti.ne, is ,obvioosly quite another nat ter.

My noble friend, Unlrd Addison, asks who fixes the valet of gold. It he means.
as I clsumle be does, the sterillg value of gold(], it is we, olrslves, who fix it
niltially in consultation with the funli an id this vale is subject to hange ait any

time o, our initiative, changes in .exess of 10 Irerent rI.i.irin g the aproval
of the fund, wllich nmust not witbold approval if oi r donmestic eqtlliliriin,
requires it. There nust he soni. prier of gold; and so long as gold is used
as a noetaTy r Ieserve It is most atiisable that the ulrrent rates of oxhallnge
andll the relative valnes of gold in different currencies should mrrespomLd. The
only alternative to tills would be the complete demonetization of aold. I am not
aware that anyone has pnrO)poaSed that. For It is only common sense as things are
today to continue to make use of gold and its prestige as a means of settling
international accounts. To denmonetie gold would obviously blo highly ohJee
tlonable to the British Cmonnonwealth and to Russia as the main produeels, and
to the United States and the western allies as the main holders of it. Surely no
one dispntes that. On tile other hand, In this country we ha.e already dethroned
gold as the fixed standlard of value. The plan not merely (cnlirms the dethrone-
merat hut approves it by expressly providing that it is the duty of the flnd to
alter the gold value of any currency if It is shown that this will be serviceable
to equilibrinm.

In fait, the plan Introducs in this respect an epoch-making innovation In an
International ihmtrument, the object of which is to lay down sound and orthodox
principles, for Instead of maintaining the princple that the Internal value of a
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national currency should conform to a presribed de Jure external value, it pro-
hides that its cxlernal value should be allered it eCegsilry s sas toi "O'fOIm to

whatever de fato Ilternlal valut rtilts frotm dolmestie pl i eie a, which thenrblv
shall be imnune from erlticitm by the fund. Indeed, it Is made tie duty of the
fund to approve cbihags which will have this effect. That Is why I say ihat
these propeosls are the exact opposite of the gold standard. They lay dlown
by international agreement the e mmlce of the Trw doctrine. far removed trm
the old orthloxy. If they do so in ermns as ioffensiv e a a lposible io the former
faith, need we complain?

No, my Lords, In reuommending these proposals I do not blot a page already
written. I am trying to help write a new page. Public opinion is now con.erted
to a new model, and I believe a much impmrel molel, of domestic policy. That
Iattie is all but won. Yet a not less dlffieul task still reains, nalmely, to organize
an international stlting within which tile new domestic fortcies can xcupy a
omforlable platn Therefore, it ix nbove all as providing an iIternational

framework for he nevw ideas and,, the new techniques asseiated with the poUly
of full emnploymenlt that these proposals are not least to be welcomed.

i 1st week my sole! fried, Di-d Bemttt, ,asked what R1asrl[til(sI tihe experts
might be makinlg aiblot olthr phlase8 o( Illern.i.tional agreement. I do nIot iellve
that theo aondnessof these foundtionsI depotste vry v uch on; the details of the
suprslr..uture. If the rest of the ]/,'e: to be dijcunssd are wisely settled, the
task of tile monetary fund will be rendered easier. siat i we gain less assistance
from other mioeasurs that we now hope, an agr.d aluchinrry of a]dlisJltmnt on
the monetary Mide will be all the more neceasary. I ai, rtai that this Is not
a cRa of puttinlg he cart before the horse, I think it most inlikely that fnuler
knowledge about fnture comenrclal pOliy would in itself nmake it necessry to
liter any c .lause thRtever in .h .prosals floW before ygoir Lordslips' House.

But if the noble Vlseount meant that these ppro"lals ned supplemetIng In other
directions, no one eoud agree, with hii, miore thar I do. Il particular, It is
nr(hnt that we should s¢ek gNemelnt nhi.t setting tip an Inlernati.nal inrest-
meot in4titu ioni to provide funds fur ireeiutts~r't io alnd afterward. It Is pre<isely
beuSe thre is so muiell lo do i theII way of 1i ibternatlomaIl , cololl mirl it the

olloImnic field that it WOi ld be so tdi.qst'ors to discourag this first ttenipl or to
leet It n a a el ring, llslieiols,, or cydi Ca [ Il

Thbe noble Lord, lard A(ddisol, litns ciled the iti, itIon of your LordshL i p to
tile ,triking Iallmenlt 11mde by Mr. Hlil in connectio with the National
F]origi Trade W,,k ill tile Unite l Stnts and I am very glad that he lid so.
Ihis stntnwemet i Importanlt is sho$winig t i tll pt iy of the O inItcdl Stlates
Ahm linistrillon on VrioulS JS.1, of p7oliticl and 1 economic preparation forI.s
II connected whole. I am certai that tihe Wople of this country are of the same
rin{d as Mr. tlI, alld [I lhar coilelte confdence thalt hbe on his siie, will e],
to implelIlenl the letllis with disitidrtliarl ssanid genero:ity. If the eCSirts
Of tllh Amlrienlt ald British Trmeas;iris hav .. purle I the mcetarry disusionsl
w[ith ,iore ardor, Wilb a cler.r p .urpo, a.nA I liii k, with more snec*ls so far
thita lis yet pro ed possiible with other aSomlmtd nallttl1ers, need we restrlain
thenl? If, h..nvePr, therm is , gSrerill feelig, as I thiILk that there Is, that
diser'18"cn on itilier mntters should bI ex peditd. so iltat we aly lhavre a Coi-
plote pictreN bOefore u, I hope Ihlrt yolur iordships wil enforce ithis cnclusin
It r no ulnlcrti tenus. I iyself latle never suppOsed that In the final oitcoine

tile n.onetry p.rop.osals shold stanild by the..elves,
It is on Ithis 1ote of empllsliing tihe inillplario of furthering nil genamine

offorit directed towad hnterna l lional agreenlnt t in the eono.mic fieli tllat
.should wish to end iy .ontributlion to this debate. The proposals which are

iefore your Ilrdhi ps are the resuilt of the collaboration of any iinds anild
the fruit of the t,1li,0meN wisdoi. of the sexlrts of ..itany nation1. I hlave speint
nIiany dlays lind wcR$ in the past yeir in the comlpany of experts of this country,.
of the DomlnionIl, of our European Allies, and of thie UEn Lid Statl; and, in the
light of some piat expprienee I affirm that thluose biclslsios have been without
exeeption a lodel of what sueh gatherings should b,--bhjctive, understanding,
without waste of time or expense of temper. I dare to speak for the mtutch
abnse -1d so-alle experts. 1 eveu venture sometimes to prefer tiem, without
intmnding any disrepe't, to politicians. The common love of truth, bred of a
scientifie habit of mind, is the closest of bonds betwee, the represntatives of
divers nations.

I wish I could draw bhack the veil of anomymity and give their due to the
Individuals of the nost notable group with which I have ever been associated.
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covering half the ntioim of the world, who fromn prolonged ad dllcut IIon-
sultatlks, ea1h with their own interests io protert, have energed. as we all of
us know and feW¢ il ... r hearts, a ban]d of brothers. I Ihould like to pay a
particular trihute to te repsrtrnlatives of tile United States Treasury and the
State Departamet nnd the Federal Raerve Boatrd in WlashingOn, whob { genuine
and ready fninlderation for thel diliultie, of others, ,l!i whol.s ide llTite and a
urfliagging pirsuit of a letler liiternatinnil order, made possible so great a

eisllre of Igretllent. I lat any rat. have corn out from a year iluis slnt
greatly .eneoringd, enc'ililrgod beyolld al I JlerliOis liIIt! anld expelatiOl, ahunt
thbe ssi,,bilitv of Just rldi hoBorable anl practicall conmic arrangements
It woei'I tHi lOlls.

I)o nill flia IOailage Ils ierhiaps we ari laying the lfirst Irik. thOg)lh [it Imay be
a clohrles ia. ] 1 great ()dir{,. If, aitdl ..l, It is omr I...li..o. .t. draw back
from it4rnto.i.. l] ecnratiol and to piluSiue an altolgther d[i[(!r*nt order of
ideas. the sl,oer that thiis ia ade clear the better; llt that, I ble'ive, is the
policy f on.ly a srmaa miaority, and for my tirt I atm en ilecd that we cannrot,

n those teirms, ,rmalih a geat power and the 'Ilerlie of aI e, .i..oi..w.lth. If,
on tl, other hband, such is not our lurpmoe, let us clear our minds of exessive
doahbts and ssplelons jla[ go forward cautiously by hil means, iut with the
inltention of raching agreement.

Senator TonemY. Has the Government renmoved the ban onil gold
prodaluctiom yet?

Mr. WHn . I munderstand they are just in the process of doin so.
I dsn't know how filr they have gone, but the restrictions have ,en
in the use of machinery for gold minling and the use of material.
Do you know, Ed?

(Conferring withl assistant.)
The WPB is lifting them.
SenatorTAF. Mr. Chairman, I have asked tomorrow morning to

have representatives of the New York State Bankers Association

rhoq CHAIRMAN. We are going on with tIhe witnesses tomorrow at
10: 30.

Gentlemen, I hope we will all be over at the Capitol Building at
3 o'clock in the District of Columbia room, 8 o'clock today.

(The following agreement wais later submiiled for tilhe record:)

Piculaovoc, 1or. MX t ins GotncN hi KXP 3? U1 11 l, KNODM ANi'll TIAHE B1toi

tI lld.l, P1il AUgust 1944

The l f ih Uoi(,ld Kingdome of Great Britaiti Iia1 Nrlthrn IIrelrad
11id th, Blga1ia Goverlmlelt.
Desii rig (i) to IriakI nreli £rraigeirl, , for the attribtlion of m ,e..nd.itl'

Ilnlrred in, til ppilbatiior 4if the Agreqleien (*0intllid{ bIetwIIn the tlwo Gv, ei111-
melns in Lt..l l(... Ol tie b th Jnu. 1042. ignllrdhla the rgain..lial. inn ad ,liloy-
,nell t of he Bei Gan ar Ainld oworkd s ill tlhtltlIt-lRto of i be preo stanI of ArlIci (6
If tilhe ctf'esiJd Ag ' nel rt it. , Nll[ (ii) in lCeordanc itllh ArhlP le 1 of tillhe agr
nie[I reprsetiTig ihe Irrillnlelisll for cii laildltisIra ..ion anl Jnllsltliciia in

Hit ian' lrritury libIerl'nmlc by 11 Alliedl EXllitolhary Forae, eOlnelt dd li twtnn
Ihoe {oern ln [ Itf It I[ i i ld KIllg]lglm and the Belga iil, Government on the 16th
Mtly 144, to setltie lthB terms oil wiuoh fund.s $hal be su11 llel by thY i lihniginin
(Gor'icar1t to t[he Allied Eei ihmary Forie oprattllig lin loetpmonltain Belgian
territory. and 1o provide for the, attribution of ?XlPlltitre arisilg Ini of he
grilit of nil] by Is1 Bse lgllna tGOrVertniart I 0 the Goyelnluellt Of nie Uniite Klng-
do, of Groat r intai in d Nort hr.n Ireland,

[]ave teordingly ilgreend] as follows:

Aanc,,l I

(i) The (verni.enteI of the Unitedf Kingdom shall not as fronl the feftive
date of this Protoc,l ciami rlcthulrspnwllt of lthe )il of the eulp/mcnt (inelud-
Ing the spilply of war material) and of the maintenance by departmets or agneiea
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of lhd (Joylmnilt of the Ulldl Kingd9,m of'the Relgian Armed For es (Fel-
plrisig ,11n seal lll 'I air fl'res4 l.it costs relative to Igoods ltleIvl'd or serviis
rolmed .. d tfre die 4t i¥1 daie o1f th blii , t1vi l,' fI hout a If such ejla[
IllInlt ani, iairlitltlco shlt ll Ii, t.. .lbsle of all y tpPqial airmalgeniml·itys i, tll!
o i antrar be rni .l.i.rseI by the IlVi Ill aOoWern UI, t lthe Goverln lIto t of ithe

alC111d] KillnioilL IN aen~r(llnee with Dthe Ar t nien of Ihe 4th June 1a42,
O ll) AfDer the trnminalrn, (if thls ProtocoL the Guvrlrll, t of tlhe t n itnl

KIbigoSa. Ili resiire the retrl of iIny of the a rtiile sulippled unider this Article
which have not been lo]St, destro yrd, or consumlld.

AETiTlR 2

I The costs Io whdich ,the prfiilv11N of Articl I (4) of tlld Protooi relate
r thi <os ts of 111, tyres of su1ppi es, slt .es.. e(lTiliet .. t , .. tei al. an r d Iso all

s}rvics anId facilitile reluird'C for tihI tilplpment d and Il1iiil.a...e oIf thie Belgian
Atrmed Fortes ,vhi h Mcan itsl effeetivel y Ie po , midNd l, ;:Ie provided de iltly
by d4paltli,/tn o I alle(!ie of 0the (}iolrnn111t11i f hie Unllited Kiniiolol, includiin g
the cost of alt['nI'll ot for tlininlg n.llld tralnsirt nlid oif ti, n.i.cesa.r.y ldlnin-

trti/ it...I.lllll l a rlie lrTi Inlle h. I S ies ilnu dl B ilby Itiei aforesai hlde ttnlenlIt I
or lgolrnies ftor in' bflt of the IIle igi l AItl'ed Forces.

(ii) Thil pro; lions of Artille 1 (i) of the ProtocAl si ll not apply to Ih]
I..Y, a..l.. ll.rli Il ...l it ..nl .lly other eIitO ll.lmts OIf Itinllbet' If the Belgian
Ar..o.l For.I s. 'Phey slhaI inIs liet ll}l)ly to stores, si.PpIii, se Vi(.. ,I) nd fileaIl
ties spleially furnisheIId a h Rel, d n11 Ared Forces, whic are nt o itilbd
for thei{' Iowl IIse lint for civil l~UI)O,,'.

AivE, 3

(i) Tile elgill (;overlllel't shall at4 fr`io the I, ffqiv dale if this 1 r1col
ci elilal reinlbutrsetlltlt If the eosbi of the reiprocal ild whieh they ire able

it Slpply to th, (GoIernlhnIlt If hlb United Kllrgd,1it.
(ii) Aftr tlhe tlrniin[t4ioi iof Ibis I PrilgnliP,l. lhe [i{gall (GoVerlnlII.I n l.ly

rhliire til, reitfr of an3y if the articles SuIplilel .llider this Article whiIh h...e
ill 'i'in (l(Sl, dslr no4al or eOil slImed.

AHitn11c 4

(I) The costs wi t he Ii, rovibills ot ArtMIe 3 (Ii of tlhis Prtrool relate
Ire tile liStS of Ill] so! soresl, n[)IlliS, services ant facilities required by ithi British
\rAsi ior(els for ilitliry [ti lur]i}ts Iiind whicl caiini most ffctivelyh be plocredI
in 14!lgin M[trIloiltllil Territry als well ,s' the f'sts of civil affairs in Bilgian

LMetropulItall Tiurrilory. AS flr as possible the I olelellt in 13lgilln iltltro-
lp'itallo TPrril ny slll il Ie effrted either directly by dhArtlllelt or tgt!iles of
th, Ii(gh.i.. (.l..rnn'ent or in lic or{]lnlcl with lseific ilginerllet o[ tle .Ial ifr.

ii) Tu hi',rnoy . if Articeh 3 (I) of tilsi Piiriool shall not allly to the l py,
llhlowitwps. lpel~is imlld )in} OIllr eiittbl0n..t.. ts of nelit r ... of tlb British Armed

Tile e1,biim Go ,epi lii e lt hiereby aigei s t ph ce. eit]er it noths or in tie tornM
of ,rdi tsalt the h lsisp sal f the Blitih stWa Oles such fulnds il Blelgian ,ur,
renhy :is re qrqulired in Itlgfgl aid i tii iLxllllburg by I hb BritiLh Armed lorces.

A'rrctm 6

A rrriseltati e If the Blinqte Nltimonllo (I Belgqtie hll IhaHConl.lptiy the
iberating Inlits a Imit of the Belgian iaison ission.

A.,TC ?

O[1 the t trlrl ilouitl if th lirotocl , the British War Offtle shll hblaud over
0 (he Bi ghir (bOV(,rnans atlll Ily %uh l Blgilll illr l'Ty ritnnilling iii their h os-

.S l .l... tI e ilillu Ils' prtion of ally red1its w bhicl .Iay h..ve heel .. op.n. l hall
be ea.n led.

Ii) I alSi s lt'eI fulT li isblitTlilll;t In Articlle 5 ilrl ie,1ie for ihe poctlremet
on kwhdaf f tihe British Arlll~ ]N t'ce of It rex, .til Sil.s, Pslrvakv an fiIeidties



216 BrBEITON WOODS AGREEMENTS ACT

and for civil affairs msentioned in Artilel 4 of this Protool, no rimbursemeut
shall Ib miad by the Government of the United KInistoIm,

(ii) llsofar as such funds are Goas for the pay, allowances and other
eOmOilunts of the British Armed borCe in lIlgnln sand Luxembourg, the
GOVerinmltI of tite Unitd Kinilt.mi shall place quarterly to tille mdlit of lhe
Ilg alls (Gover .le. It in Lond..ii thIe eri ng qu{il ,llelt of tile uln 80 a nll ai -f
lal]ted lit the dlil(al ilte of Pexehiange Current when Hie B ellis frialns are*

AiTaICL 9

Il orlder lat illt satisfactinn of he hval rNltllrilttietltM if th Brishi Armoed
Il't...s i.aS have h nor s Ih sibls e d srUptiye eiffet In III . .. l.. I111.. If IM!]gidm
ill rllitish mnilitary anthiorities a'lld tl II..gi. .nulhorifies will cmasIft togelher,
whe(ierver (wttli'{on pleruit, aS o tho stnres and supplies which Blritish A.rmy
prOclrenit aigenci s andill indi¥idUa] oice and rin are permitted to obtain
JoI)Cally. Tlhe British Imlitary i.. thoriNGs will place s.ch rhesraictions as are
lgred to Ie IineCeIary Oi pulda...s, whether by Iglncies or troops.

The (loenu,....it of t he Ullli] K4 nli gom uldeIrtake to rqplace or to efundi
I1 triling the cOst Of :liy ,rlihles reqtlsiotl,,ed or pI1rhsmid wilth frFnc. by
Ihe Britishi Arflod ]Ynrcvs, which require r..pllhotent frot A brolai. Thi;s dos
1iot ipply to0 Cpon...aII . t Pllaris or cowIo[e01tI ma alerill.

At mzc, 11

The ICru1nitetit of ihe UJited Kingdol 8n1 tiDe lBelgian O(veriuent hall
(onul n] togetsher with regard to, le dtiiatle aleio'li oif his Protocol, Like-
wis ainy dilflicr ly whdi, h ,;ay ari, as Io the lt*Ir)retltthtiol and alpiliieatlio of
this PrlotoeAl, and nly doUbt which may lrise as to the natlre of tile starbs,
suppli es sery ls, a,,d flni lit ies eoenr by the pr isions f Art ieS I (I) and (3)
(i} or as it the nxllc {nto WIlwcl tks si8ores, Spplllis,, ervice an ii neilities
,hll]i II r flrniashN shall be rlAved, by Osmntalttilhl betwete the contracting

An'titz 12

T Ie pr'oisios of Articles 1 andil 2 of tils Protocol replace ls fronl the
effe(tive dal of this Protocol tie provisions of Article oif tho aoresald
agrueIllet of the 4th June. 11)42, Inoafar as ... O..r the . ).Is to whlih Article
1 of this Proutoa relate. Thile prvisions of tile of ithe agreme. t f the
4th Jline, 1912, sihall , however, on ( rirue to apply i, itspeet of taly o.thr ,cots
in.curred by any dpart lnlt or agen.v of tilheI. Uoerninl of the liii ( Kl (ingdonu
ill Rlllctiol with the Ippieatlolt of that agreement.

The effNttixe date of this Protocol shall be the 1st June, 1944.

Amnecxt 14

Tlhis Protoeol shall remain in force until sir mouths after the gl .erl susp n.ion
of boatilitieS with Germany, exept that as from the late of tile general suspension

mf .uch hostilities the provision of Artiele 2 shall only apply to the ,ollnltnd
mai.t.enanl, of the thi. xlslila units of formaktions of Belgian Forces and of
i..s..ne)I of those Forres serving With units or formations of the Fores ofa the
Uiit:d Killngdom. Within two molths of the gelleral susupesiOn of hostilities
wilth .rma..ny the contracting Goveriments will consult together as regarda the
arrangements to be made after the termination of tile present Protocol.

in witness whereof the under signed, duly authoreld by their resp Gtive overn-
mints, have silPed the preselt I rotol and lhave affixed thereto their seals.

Done In London, in duplicate, on thle 22nd day of August, 1D44.
(L. S.) AsrrHONy VIEN.
(L.S.) P. I, SPAAX.

AFTERNOI N SESSION

(Whelrupon, at 12 ni., a remss was taken until 3 p. Ill., of thile sameo
day.)

lhe committee reconvened at 3 p. m., upon the explration of the
recess.



BRETTON WO0DS AGREEMENTS ACT 217

STATEMENT OF HARRY D. WHITM ASSISTANT SECRETARY OF THE
TREASURY-Resumed

The CnARMAN. We will contine e tbe bearing. IDr. White, I think
Menator a'lft has another qiuestion lie wants to propound to you.

Mr. Winrr. I will do my best to answer it.
Senator laMn 1 was dealing with ihat is the mbanilng of article

XI. I had some dileiculty uederta nding it. I have no intention
to suggest a criticism of it. That is the one with iclation to non-
miember countries.

The (CNAMIAN. What is the page number?
Senator Tarr. Page 21. Hlow does that bind us? WhVlat are the

obli atiois under that article with relation to nonmember countries?
Mr. WynTP:. There are three, Tie first one refers to an under-

taking not to pennil any trasanctions with nominenmber countries or
with persons in nonlember territories which would be contriar to
the provisions of this agecement or thile plrposes of the fund. it is
to ive the funid authority in rather imad lerns to determine whether
transactions re being permitted between a memher and a nouneminber
country whrleh are detrLimental to tile interests of tblie member
eomlt ries.

Senator TA}r. What could they be? If there is some nation tUat
is not in tihe fund why shouldn't we make any arrangenents we think
we want to 1make? I don't understand the reason for that restric-
tion.

Mr. Wunm. Well, it arose in this fashion: We didn't know what
the nonmember countries would be, and it might be possible for merm-
her countries to make arrangements with nonmember countries which
would have the effect of putting other member countries at a dis-
'advantage. It was deemed dbsirable to have a broad clause in there
which awould protect the member countries fro any undertaking or
arrangement b)y a m ember country with n.onmembe, countries. If
Ilhat piaragraph we, riot in there, if that protective claiuse were not
there, thtere would he no protetion that Iellmmnk countries would haveOagainst the dealings of a nmember country with nonmnember countries;

uand sine we don't know how many nonme mber countries there ieay
be, if any, it was deemed desirable in general to hare that protective

Senator TAn'. I don't understand what it is that you can do with a
nonmember that wouhl upset the fund to the extent of letting the fiend
tell us what kind of an arrangement we can make with a nonmember

Mri. Wmrr. ell, there is a cerlain type of exchange transaction-
Mr. Bernstein, would you want to explain a transaction that might
have that effect, as an example?

Mr. BERNwsTer. The purpose of that first provision, as Mr. White
indicates, is to prevent a country violating tile purposes of the agree-
mei't by going into a nonmenieer country to do it. For exanmple,
members are supposed to keep their currencies stable. Suppose the
exchange authorities of a country wcnt to Switzerland and there sold
its currency at way below the levels that hare been established under
the fund. That would have the effect of undermining the stability
of the currency which the agreement is intended to facilitate. So
this provision is designed to prevent the authorities of a country from
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going into a nonmember country and doing there what presumably tlhe
fund does not permit.

Mr. Wlin,. Suppose England sold sterling at a discount in this
nornmember country.

Senator TArr. I don't see whaint difference it makes to them if they*
sell sterling, if it is a nonmember country England doesn't have to W
reeo nize them.

Mr. rBlnmxsn'. It would give Switzerland sterling at a low rate
which would give an advantage to the British exporter to Switzer-
land.

Mr. Wrmrm There are also other factors. The provision is a sort
of a catch-all protective clause rather than aimed at any particular
business transaction.

Senator TarFT. It is suggested to me that you are setting up this
fund board as kind of a regulator of the world, people who are non-
members as well as members, or of members dealing with nonmembers.

Mr. Wir'r. WVWl, the intent was rather the latter, so that there
would not be a loophole in the arrangemnents eontemrpllated in the fund
such aits wou](] be created bl bunsiness dealillgs of nolnmember countries
over whicll the fund would have no control.

Senator hlVrLnu. How do you figure there will be anly nonmemnbers?
Mr. Wlur. WAell. we dont k ow. For exam ple, Germanly and

Japan. It may be that (Germany and Japan might constitute very
serious compei elt ors if they were outs icethe ar irangements; they mnight
resort to all khitis of devices in a few years. and if the.y (lil that there
woulh be no way ill which the fund could have control over them, and
tifis clante provides that. It sould inean that they could do business
with member count ies only on lithe basis of tie principeis thaint a >ply to
all member countries. Since there would be mostly member countries
that they would do busine¢ss with it protkcts other members against an
possahlle action on the part of Germany and Japan. Tlhen, we don t
know Bow whal other countries ni might be nonmember becasel none of
tie neutirIa s was invited to the Conference, and none of the enemy
countries. That inclue hs quite a list.

Senator imur:u. Is there any provision in here that prevents the a
residlent of )lie dcoulntry from trading automobiles to tile resident of
another country if they want to I

Mr. WHuT:. Not by the usual methods of trade. I wouldn't think so.
Sanator BISLrmi. Ilhere his been lots of bartering.
Mir. Wnmc. ()h, there could still be. Do you mean if somebody had

an automobile and wanted to swap it for smmething?
Senator IBunrr. No; I mean shipload lots.
Mr. WVria. It depends. If tiny did it through the kind of currency

devices which were employed in the 190a's, that would be excluded;
yes.

Senator TArF. It has been suggested to me by someone that under
this agreement they could do away with the so-called sanitary re ula-
tions of the United States on libeef from the Argentine and South
America. I could not quite see how that could be done, but I tlihought I
would ask you the question. Coulid the fund in any way take the posi-
tion that our sanitary laws against South American beef were unrea-
sonable and were an evasion of the law?

Mr. Wnnm. I don't see how it could, Senator, because the position
we take ourselves wi lh respect to that law is that it is a sanitary law
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and how the fund could take any position with respect to that is not
dclear to me.

Senator TAxt. I couldn't think of any unless there was some claim
that the thing was being used as a subterfuge for discriminatory tariff

Mr. Wmr . I have heard that said in this country. Ithink Con-
gress would not pay any attention to any statement of that kind and I
cannot see the fund stepping into an area of that kind. I imagine the
American representative would object.

Senator Tarr. I rather agree with you. I don't see how that could
be done.

Senator Fumuurorr. They couldn't do it any more than they could
under these quotas that are set for reciprocal trade agreements. We
set quotas on certain things a~nd the others we let in under a low tariff,
but I thought this was only relating to exchange.

Mr. Wnrr . I think in all fairness, Senuator Fulbright, that the fund
might say, for example, tt the quotas are set so low-in other words,
you are allowing so few goods to go in that it is not permitting other
countries to sell enoug goods and that would be tie subj act of a
report if dollars became scarce. 'l'hey might say-

Senator F tmuanw'r. Do you mean to say that is one of the reasons
for scarce euhrre ruy

Mr. Wa n'E. That is right.
Senator FUr tIcT-r. i .at would not mean we had to do anything

about it?
Mr. Wnrr. No; they cohld only do it if the dollar were a scarce

curreney altd that was really the c:!use, hat when you go into the deter-
,nination of wBether or n t one of our Lgaws ,rgarding sanitation is in
fact a sanitaryh regauation. I think they would he ill advised to say any-
thing like that and I soulhl doubt vtery much if thy would.

Senalorh oar. There mindght poiibly be a dispute, but there would
not be much they could do about it.

Mr.e Witr . 1 think tbGit Congress would pay no attention to it.
Senator BVlTnz. Would your general counsel want to say something

on that o
* Mr.orr MUP I. O'CWelwa, general counsel, Tleasury Departmaent.
I don't think I could add a great deal. I think in the first place
it would be highly improebable that the fund would consider taking
any such positiot, and if they did it is equally true they would be pow-
erless to) do anything other than make a report to this Government
and this Govelennvtt would be free to take such action as it saw
fit.

Senator Tarr,. Of eoure, we wouhl be free, but if we didn't do some-
thing about the things that twhey hecoitnnreol they could practically
put an end to our exports.

Senator Miui~.i. Well, what are the disciplinary measures that the
fund can take against a country?

Mr. lmr. T'here aren't any they can take against us unless we
comie to the fund for assistance1 which we are not likely to do. If we
did come to the fund for assistance they could say, "You can dowhat you pleas. You are a sovereigo power, but if you want to get
assistanco it seems to us you will have to try to stop whatever is caus-
ing you to need assistance, because you are imposing a great burdenl

on the fund."
7507~5-15
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Senator MIIKIX. So that in that sense you could exercise rather
rigid powers in directions other thaw purely moneary directionsal

Mr. Wurnr. Not on as, adwl the only extent to which the fund
could impose it on other countries would be on countries that were
coming to the fund for assistance where the fund could definlitdtl
show that the course such countries were pursuing was having advern
consequences on that country and other countries.

Senator MxliW*TrN. Let 1us assume that country X is preventing
imports of cattle through a fictitious claim of hoof and mouth disease,
and the fund suggests it is getting itself iuto a state of imbalance, I
believe you called it. through practices of this kind. Unless you quit,
yol cianot come here for eechange.

Mr. WHnn. I hardly thing that would happen because any single
instance of that kind wouldhave very little effect on the total pay-
menls. I doubt r-v mnuch wIn ether thit would he thie situatio that
the fund would consider. The kind of a situation which the furnd
might consider would be that of a tariff policy which a country is
pursuing which was an important cause of keeping other countries in
imbalance. If the country were coming to the fund for asmisttace
then the fulnd might say to it, "You are pursuing a policy of too
freely subsidizinrg exports or nmaking imports too cheap, orP you are
pursuing au inflatiomary policy the result of which is making it im-
possible for you to sell goods abroad, or you have certain legislation
which is diseouragin foreign capital from coming in and eneouraging
the withdrawal of foreign capital. Because you are doing that you
find it ncessrtiv to come to the fund for a lot of exchange. There is
nothing in the picture that leads us to believe that your situation is
going to iu irove. You cannot keep coin g to the fund ndefinitely,
so you had b)etter make some changes. We would be glad to suggest
changes. hilbut ,ules ther ae some changes made ill your progran you
cannot have further access to the fund because te flnd's help isn't
doing you any goodl; our help is not correcting the situation which is
responsible for it and our giving you time is not helping you beause
3you are not iutilizing the time to eliminate the cause."

The fund could say that.
Senator TI^n.· Mr. White, I wanted to get clear the exact relation

of tlhese special notes or f ) Us. or whatever they are tlhat are provided
for in the fund. If the fund takes from us say, a billion dollars in
I 0 U's, what do we get back from the fund

Mr. WmTZ. If the fund takes fromi us-tde United States?
Senator 1TAt. Yes. There is a provision for substituting -
Mr. Womr. That is right. Page 28? Is that what you refer to?

No; it is page 4, section 5-that is article III, section a, substitution
of securities for currency.

Senator TAr. Yes. You say, "The fund shall accept from any
member in place of any part of the member's currency which in the
judgment of the fund is not neeled for its operations, notes, or similar
obligations issued by the member or the depository designated by the

imember under article XIII, sectlion 2, which shall be nonnegotrable,
noninterest bearing, and payable at their par value on demand by
crediting the account of the fund in the designated depository." Wlrat
do you get bck, if we put that in i)Do you get gold back, or currency
only?
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Mr. Wn'rv. Tile United States, having to put in two billion and
three-quarters, puts in some gold, 600 millions of gold, and 2,100 rail.
lions in a dlepolSit with the Federlt Reserve Bank of New York in the
name of the fund, if that were the depository that was selected. In-

stead of raising that amount of dollars through loeas and paying
Sterest on it we aubstitute Treasury non-interodt-bearing, nolUlego-
'[iable I O U's in the depository. They would remain in that form

with the fund, until in tie judgment of the fund. it needed some more
dollars, in which case some of those notes would he witlhdrawn and we
would put dollars in in their place.

Senator TA'. l''hose notes are not in addition to the total fund
stated in thile provisions?

Mr. W ImT. No. 'Ihe reason for that provision was to make it un-
necessary for a country wlose currency is not in immiinent demand
to have to bonow and pay interest. When the fund wants currency
it will be thlere, but whien it is not needed we didn't think we wanted
tolpayinterest. Othercountries didn't either, s we lmaveprovided for
this substitute.

Senator TAFT. Of course, if you have to sell that in the world, it is
much harder to seall thani currency.

Mr. WHIT.rr Well, we do not intend to sel it in tlhe world. What
you wouldi attempt to sell would not be the I O U's. It would be the
balanes to which the I O U's would be converted, the currency which
they put on delosit.

Senator TAr,. These notes are authorised on page 9 of the bill,
For the IrpJiose it keeping to a minimuem tle cost to the United States of

partletltlon in the flund and the hank, the Secretary of the Treasury .
is autborlse and directed to lsie special notes of tihe United States from time
to time at par and to deliver such notes to the fundi aind tile lunk in exchange for
dollars to the extent permltted by the respective articles of agreement. rhe
special notes provided for in this suhstetion shal be issued under the autlority
and subjct to the poevisions of the Reeond Liberty Bond Act, as amended-
and so forth. Is that authority in addition to the right to issue
$41,25,00000, at the top of pagei ?

lir. WarrE. Perhaps MrLUxford can answer that.

STATEMENT OF ANSEL F. LUXFORBD, ASSISTANT TO THE SECRE-
TARY, TREASURY DEPARTMENT, WASHINGTON, D. C.

Mr. Luxroun. The way that works is that our obligation under the
fund agreement is to pay the total amoutint into the fund on the day
that the fund demands it. Ihat is, when we accept menmbership, when
the fund ets ready for operations. our obligation is to pay )00 million
in gold plus the balance in a dollar deposit at the New Y'ork Federal
Resrve Blank or whatever Federal Reserve bank you want to select,
and to pay the whole thing in cash on the line.

Then t e pUited Status Irs theprivilege under this section 5 which
you have referred to of article III, of saying, "You have no need for
that amoun t of currency at this time so we are going to substitute
demand notes, non-intei.st-boating notes, for such portion of this
dollar deposit as is not necessary for your current operations." You
have already paid down tile cash authorizel under se tion 8 (h) of tilhe
bill. Then under section 8 (c) yon have authority to get the cash back
and liay in liei of it, demard niotes until suchI time as the fuld needs
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further dollars, at which point they would hand us some of the notes
and say, "Give us back dollars," and we in turn would go hack and
use our authorit under section 8 (b) of the bill. But the limit speci-
fied of $4,15, V0000 is the ceiling.

Senator Tar. 1,hat is the ceiling which includes (e) I
Mr. LuxrroD. That is right. There is no further burden- a
Senator TART. So that you may authorize these things under th

Second Liberty Loan Act again
Mr. Lvxron. That is right.
Senator TArt. That it is cumulative is not your interpretation of it.
Mr. Lvxroai. No.
Senator TAT. YOU think that is perfectly clear and doesn't need

any amendment to make it cleart
r. LxnwnRD. No. We went through that very thoroughly with the

Iouse Legislative Council.
Senator 'Arr. What about the business of borrowing money?

The fund is authorized to borrow money I
Mr. Lusomtn. Yes.
Senator Tar. Where is that?
Mr. Wrs. Article VII.
The CHatranAX. Where?
Mr. Lnvnrr. Article VII, section 2, page 14.
Senator Tar. The question that was asked me was whether you

can go out and borrow-the fund could go out and borrow from the
Federal Reserve banks. In the first place, whether the Federal Re-
serve banks have power to loan the fund money under their general
powers.

Mr. Luxronr. We have discussed that informally with the Federal
Reserve Board. They are doubtful they have authority, but I call
your attention to the fact that under the act which is before you for
consideration there is an express limitation on any borrowing of funds
from the United States witlout the approval of Congress.

Senator TaMr. Where is that in the bill?
Mr. ixrolnm. Section V, page 7. Certain acts not to be taken with-

out authorization. Now, if you will look at item (e) [reading]:
Make any loan to the imd or the bnk--

Senator Tarr. That is all right as far as it goes.
Mr. Luxaroi continuing:
Shall on Wbhnltf of te United States-

Senator Tnar. But the Federal Reserve Board is not necessarily on
behalf of the United States, is it?

Mr. LUxrolioR. I am not sure whelher it is or it isn't. I think you
are better judlges of that than I am, and I wouldn't want to speak for
the Federal Reserve on that.

Senator TArt. The stock is owned by the banks, not the Govern-
ment. Presuiabhl there would be no prohibition here against private
banks or Federal serve banks making loans.

Mr. Lvxro'oo. I think the difficulty in their mind is that they do not
have authority under their own act.

Senator Tart. I think there is a question about that, but I won-
dered witlout any action by Cogre, they could step out and borrow
money iu the United States for dollars.
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Mr. Ltxrou.A That is not prohibited. With our permission they

ineator TArr. Well, where is your permissionI
Mr. Iunufmo. In the articles of agreement, that same section we

were just reading, section 2 (i) [reading]:
Tie fund may, If It de!ms sech aCtlon appropriate to replenish It, hoIdlngs
any nlw'her~s currreLwy prapos to the member that on terms and conditions

agreed( hitwevn the fund and the nmtewr, the latter lefd it, currency to the
fund or that. Wit, the approva of the nember. the fund bo.rrow stch cllrre.y
fronm sole other s.mu. r ,,lther wtl hin or outsite tile territorifes of tlhe ,miPr,
but Io nmember shall he under any obglgatiot to make sutell ioins o the fund or
to approve the lborrowing of its curnrty by the fund from any other source.

The United States has full power over the makingof a loan, whether
it is from the United States or from any person within the United
States.

Senator TAnrT. What occurred to me was you might have an amend-
ment to section 5 that would make it clear that they could Dot borrow
at all in the United State,, borrow dollars, without the approval of
Congress. You say that the (Govermnent cannot make any loans to
them without the approval of Congress.

Mr. Luxron. That is right.
Senator TAr. It might be provided, that this power to borrow dol-

lam around the world could not be done without the approval of
Congress. I havenl't followed it through. I am just asking whether
that would be a reasonable provision.

Mr. LTxrnam. This provision is quite in harmony with the same pro-
vision, or a similar provision, in the bank where ou leave it to the
Government of the United Staites to decide whether or not dollars
may be borrowed. Just as in the bank on have to requirement that
Congress approve each loan. After ald the bank is in the business
of borrowing money.

Senator TArt. Would it be your idea we are committing ourselves
up) to $'2~750,,00OO and no move, and if we are going to have more
dollars put in there by anybody, the Federal Reserve banks, or any-
body else, that Congress ought to authorize the limit?f Mr. Lvxunn., That is clear from the agreement itself, that the

qInited States has the absohlte say-so on whether fthere is one further
dollhr loaned to the fund. that is the provision I have just read
to you. No member shall be under any obligation to make such
loans to the fund or to approve the borrowing of its currency by the
fund from any other sources. I don't see how you could say it more

tenator TAt I don't see how you could say it more explicitly ex-
cept to say that the American member of the hohrd can authorize it.

Mr. Luxrporno. No; he has to do tlhat with the Council, if you will
look at the language in section 4, page 6 ,line 18. That is the Na-
tional Advisory Council on International Monetary and Financial
Problems. That Council is composed of the Secretary of the Treasumry
as chairman, the Secretary of State, the Secretary of Commerce, the
Chairman of the Board of Govrnors of the Federal Reserve Systemn,
and the Chairmnnan of the Board of Trustees of the Export-Import
Bank of Washington.

Now they have the power to give the consent of the United States
when there is any question of borrowing dollars and I will give you
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tile precise provlsion that covers it If you will look on page 4, sub-
division 4, line 18.

Senator TArt (reading)
Whenever under the artlisa ot agreemints-

Mr. Ilaxroan. That is it.
Senator TAn (reading):
Wbenever, Wider the arties, of agreement of the fund f the articles of agree-

ment of the bank, the ipproval, ,onsent. or nagrement of the United States is
required before an act may be done hby the repetive institutions, the diealon
as to whether 1such appruv , conenrt t agreeuentl tal be glvel or rualedM
shall (to the extent such decision ils et trolibited by meatlin n of this lat)
be malo by the Cnottil, under the general diretlon of the President.

Mr. LuxRin•. That is right. In other words, that power is not
vested in our Executive Director, but in the United States. The power
is vested in this (Couneil.

S enator TAM, I see. Blnt not il Congtess.
Mr. ILvxForn. 'Ihat is right.
Mr. Wnr}T. Not in Cengress except with respect to Government

lotans.
Senator Ta'rr. However, you have investigated the question of

whether the Federal Reserve balink had power to make theas loans
Mr. Luxpono. Yes.
Senator Ta'r. Additional loains?
MI. ILUxrOrn. That is right.
Senator TAnI. Mr. White, the House bill has two previsions here,

sctiolt 13 and 14:

lThe Goentot and errctilve Jiretor of the bink apnointed by the United
states are thereby directed to obtain promntly an nilelal hLterpretation by the
Blink a5to it, atlllority to make" or glaAlll'lll. oan.. for prVogralUn of economic
rostrxut ...lin ad tihe reonstru.t. ion of mnelar y syatems, ineluiding long-
term stabtllmtflon Ila.s..

This is the bank-
If the ban..k do,, not interret it, pwers to Inmlde the making or guarantee-

1gin of ... h iotl,,n Ilo GIoVllrnlo if o1 ile tll.. k illj*lnstilg the United state8 is
relvoby trit, to iajopsOe rl.'..nlly ,nd ,uppoit an anlendluent to the artilel

of nirstiuent for the ril'oe of explitl y auhlltorlzluig tle bank, after coBSilti
tio WiLl, lie fund, to make or geuarantee such loans. 'Ihe President is bereb
authorlmrd and dibireN te toa a, ndnep t ao that effect uA bhalf of the
United States.

If thlat is a valid amendment, why don't we make it, instead of pro-
posing it as a minority imember which liprosdl hoay be turned down
by the Iirectors of the bank?

Mr. 5; ma1:. That has quite a history. You will remember it was
the view of the Treajsury as stated before the House committee, that
the bank already has that power, uint there were others who felt it was
not sufliiently explicit and so this amendment was incorporated.
Themre is no doubt in our minds that (a) the powers exist and (b) the
ameondenrt would be acceptable to all countries.

The rason whly we felt it iost unwise to incorporate it as an amend-
irent is that once we amnended the agreement tlhen we would open the
door to amendtents to tile agreement by all the countries. It was felt
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that that proees would Ilause delay bevond tie point whetre you could
get it thrnigh this year. If we would! put in that amendment, tlhen
sonW other cluntrv would put in anothler hmneidment and so forth and
so forth. [We wanted to avoid amending the a reement. 1helre is lio
loub t in our minds that the interpretation vferred to eairlier would

wholly aceptabhle. We know it is already aithorine• becanse this
very point was the subject of discus.sion in various comrmittee nmeetings
priur to Bretton Woods and at liretton Woods.

As a matter of fact, Senator, we had a staterment in the bank pro-
posal, that they could make loans for stabilization purpose, but we
thou lit it was desirable to replace that with another phraserwhich
would take care of stabilization loans and loanlis for monetary recon-
struction. We thought we included that in the phArase "except in
speial cirsumstanes."' So that there is no doubt ti our milnds that
this is the interpretation that Was given to the powers of the bank by
all countries.

Senator TAIrt. WVell, in the Mexican Treaty, for instance, we put a
lot of reervationh-interpretative reservations. I mean, we simply
wrote in-we said this thing in our opinion means so and so. Why
cannot we do the same thing with the fund ? If there is some doubt
about its meaning, why cannot we say what its mleaning is accolrding
to us, so that thea other nations may understand what we think it
means?

Mr. O'CoNxrtL. That is what we have d(lone here, Senator.
Selato r TAnt. No, no. You have suggested an amendnent. If

they say, "No," we are out unless we gt a majority of the others to
go along. We have only 30 percent of the voting power-or 27 or 28
per.ent.

Mr. Wurr:. As I say, Senator, there is no question whatsoever in
oure minds that this interpretation will be agreed to. It is not a ques-
tion of assuning other countries will feel that way. We know they
do, because of our earlier discussions.

Senator Tsrr. I am not particularly interested in this question. I
am interested in this rather extraordinary fortm by which we ask them
their opinion of what it mieans; if they say it means something else we
suggLest an amendment. Maybe they won't agree to the inmendment.
It seems to me the way to do it is to say what we want and let them
take it or leave it if we think it is ihportant. I don't say that this
is necessarily important. I don't particularly care about the Bank
lpower on these particular questiolns.

Mr. Luxromo. Senator, there is one difficulty that was not so impor-
tant in the Mexican Treaty beeause there we were dealing with only
one country. It was much easier to say to Mexico that this means so
and so.. But here we are dealing with 44 countries. Where you have
44 countries and each of thenm bgins to write in its owlt cinerprets-
tions-or if you want to call them amendments-some of them will be
amendmuents whether those we write are amelndments or not-the net
result will be you will have 44 legislative bodies instructing their
delegates to go back and get amendioents in this language or that
langualge and it becomes almost impossible to tr X to adjust those
things. .
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Senator TAnrr. In agreeing to this fund thlere were a lot of reserva-
tions made by other nations which appear in this Final Act and Re-
lated Documents.

Mr. Lrxino.n. Those reservations are not part of the agreement in
any sense. X hat you are called Upon to decide is whether the United
Sl ates isjlrepared to accept the agreement witout those reservations.W
Those countries, it is true, if they wainted to, could say, "We are going
to accet" and again repeat that reservation. sSo our acreptance is
contingent upon that language being tlacet in the agrement," atd
their position at that point is that they have not accepted the agree-
ment and they ultimately will have to make the decision as to whether
thery are wilhelg to go in without those reservations.

Senator TAnC. Then it cannot he said that 44 nations met at Brtton
Woods and agreed to this, because you say they made reservations.

Mr. Lrsroan. We have never said that 44 nations agreed to these
agreements. Their representative did agree that the agreement they
would submit to their contry is the agreement set fortlh hre. Now
their delegations said, "We do not like certain of these provisions.
There were several of them, you will see by the record.

Senator TArFT. Them ieae very important ones; Iran, Union of
South Africa, Union of Soviet Socialist Republics1 France, and a kind
of an ambiguous statemant by the British. I donltsnppose it is quite
a reservation, but the others are pretty clear reservations as to certain
features of the agreement.

Mr. Lrxrona. That is right. They were saying, "We would have
preferred it this way" Now, the decision they have to make is
whether they are still going to insist on that. If they do, they have
not got themselves in a position to a ccept the agreement.

Senator TArv. Here is another one. 'Ihits is the Australian oned
What did you understand that to mean?

The Aiustralian dhlegation considered that the right to withdraw should be
protected from being meaninigless-

Mr. Lvxroau. What they are referring to specifically is that in the
ank agreement there s a stipulation that membership in the bank shamll

be limited to those members of the fund who wish to accept member-
ship. Now, the Australians objected to that on the ground that they
might not ant to go into the fund. As you can see frm the reserva-
tions they have inserted and from the debate, the Australians wanted a
great deal more flexibility in the rate-of-exehange provisions. They
wanted further gu.aranties on access to the fund. In other words, they
would have preferred that condition. They would have liked to be
able to say'We will take on a e mrs i r in the bank without ne*tearily
accepting membership in the fund" But the way the documents are

mdrafst you hnve to bea member of the fund in order to accept member-ship in the bank.
Senator TaFT. They talk of other international institutions. Is

there a broader term-
Mr. Ltxnrnn. No. It is-
Mr. WurrE. Senator, in section 1 of article II there is a very brief

statenmnt, stating that the original members of the bunk shall be those
members of the International Monetary Fund which accept member-
ship in the hank. In other words, if they are not members of the fund,
they cannot become members of tha bank. The reason for that, as sug-
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gerted by Mr. Lnxford, was thai we have more, we believe, to gain by
the fund than other countries have. Some other eountries are relue-
tant to tie their hlands in the way in which they feel the fund does.
It restricts their scope of unilateral action. Some of themn feel they
would be better off without restricting their field of unilateral action.
On the other hanld, they would like to belong to the hank.

We lave taken the position they are not a good credit risk for tihe
bank and acceptable members for the bank unless they do belong to the
fund and subscribeto the obligations called for in the fmund.

Senator TArt. Tlhere is noting anywhere, as I understand it, that
would justify a rlvluirenent that they he albo members of the Internaa-
tional Labor Office or the International Educational Association, or
angybhing like that.

Mr. Wit:.m Definitely not.
Senator lArr. Ihis Australian thin refers solely to the fact they

have to ,e in the fund in order to be in the bank.
Mr. Wurrz That is right.
Senator MiLi.nkIN. I am not entirely satisfied with your explanation

of the effect of an interpretative reservation. Iet us assnume it is an
interlpretative reservation and not an amenbjnent in disguise.

Mr. Wnrr:. Yes.
Senator MILTKIN. D)o you say that the sole question here is as to

whether you agree with this agreement as it is and that you do not
have tle privilege of making interpretative reservations?
* Mr. Lvxreoin. All that I had in mind is this: While we might make
interpretative reservations, you open the door for 44other countries to
go through the same proces. Half of those may be really amendments
in disguise and not interpretations, and you get into the question
of whether you have any agreemenrt. This form we have adopted cer-
tainly makes clear what the United States interpretation was of those
documents, just the same as if we had written it in the docundmt, but
we y we are not going totry to do this unilaterally. We are not go-

ing to impose this interpretptio on 4 otr nations. We say this is
the way we interpret it. We would like to have the fund and banka members make the same interpretations. We are not telling them to
make this interpretation. If they don't make the interpretation which
is our interpretation, then we are going to introduce an amendment
to that effect at once.

Senator Mit linsI. Now, Senator Taft wants to know what may
come of thadt. Supposing you propose an interpretative reservation
thai to your mind go to the vitals of the plman, and that is a true inter-
pretative reservation. You don't have a meeting of the minds unless
the other nations accept reservation. If it is an honest reservation,
snaBg there iWd't any conlict over it, and assuming there is a
meeting of the minds, there is no difficulty over it because they will ac-
eept it. If they do not accept it, and if you leave open an honest differ-
ence of opinion on something that is important, you really haven't
gotten an agreement, and perhaps you had better have a further
conference.

Mr. Lrxronn. We are confident by virtue of the discussion that went
on at Bretton Woods on this very provision that this was the inter-
pretation of the Conference on this subject. There is no doubt in our
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minds but what it will be accepted, hut we didn't want to be, for dip-
lonatic reasons, in the position of saying, "You take this interpretion
or else." We think we bave ahelievd exactly that result by saying this
is our interpretation, we would like to put it up to the Council to de-
side whether they agree will, u, If they don't, we propose an A
amendment. The United States Council, in turn, has to report back W
to Congress, and obviously that is one of the things they could report
back if there was failure to accept that interpretative aiendment.

Senator MhLtrixl. It de pends, then, in the particular ease, on
whether you want to speculate with something that the fund may
decide in the way of an interpretation or whether you want to assure
the interpretation by putting it in the form of an interpretative
reservation.

As Senator Taft points out, it is spe ulation the way it is in this bill.
Whereas if you state your reservation that must be apted by all
other nations, you have had a meeting of the mind without
speculation.

Mr. Lun'on. What you have to weigh is what you gain by insisting
on a unilateral reservaton and running the risk that 44 other countries
will insert their reservations and then have to go through this whole
bargaining process again, as against what in our eonsidered judgment,
is a remote Iposibility that thre would ever be any trouble at all about
this amendment or sout this interpretation.

We feel by virtue of the debate that it would be accepted at once
on this basis. We say that the opportunity there for anything to go
wrong is extremely slight. You don't run inlto te chane eof having
reservations by 44 other countries and of final agreement as o to thei
ultimate say-so even then.

Senator MIu w lw . In the last anlysis there isn't any ond of the 14
eomotries that is not at liberty to propose hanges through interpretsa-

tive reservations.
Mr. Lxruon. Or amendments.
Senator Mn.mtKIN. So even though we abstained from it that does

not prelude some other country from indulging in the practice.
Mr. LWxhoan. Yes, but it doesn't invite them to do so. You seed, we

are the fint ones that are acting on this. If we take the lead then theyW
say we might as well get our reservations i, too, because we are going
to have some more bargaining.

Mr. Warr.. You spoke of this bargaining power. It is one thing
when you hav a group of negotiators who relresent tIeir govern.
ments, but who cannot bind their governments; it is a different thing
when you have 30 countries who each have a mandate from their legis-
lative bodies as we would have a mandate from Congress on a certain
interpretation. rTher cannot te any receding from that mandate.
There would be no possibility for successful negotiating because
each one would comne to the table with a mandate from his legislative

What you would be doing in effect is to offer a chance for division
among the countries, and the danger of that is great for this reason:
In every provision here tihe language was very carefully gone over;
was the subject of discsson and debate, and the wording represents,
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in many cases, a colllrnmise, If you give the other country a new
opportunity to insert its reservations or its interpretations then you
would be confroiting us with documents whiclh we could not accept
because some of their interpretations would not be acceptable to us.

*Then there would be no room for negotiation or adjustment becau¢ e
*each representative would be coming to the conference with a mandate

from his legislative body.
Senator MnaIEW. That may tm you into all sorts of trouble be-

cause it is an invitation to every other country to follow the same pro-
cedure. If that be dne then tie fund finds itself with the problem
of adjudicating 30 or 40 amendmentas to the agreement and God knows
what kind of confusion that may cause in your basic plan.

Senator T^N. You are going to have a Socialu and economic consult-
injg body set up anyway.

ir. WnI. They wouldn't have any power in this matter.
Senator TAr, This is going to be entirely separate from the United

Nations.
Mr. Wlmrr. I haven't read their final act, but the Economico and

Social Council, as it was, and I preaume it is not changed in that re-
spect, does have the authority to initiate rleports and studies and to
coordinate the activities and policies of various interllational bodies,

Senator TAn. I suggest this economic business is all one thing.
The naking of agrencernts, trade agrneements and menoiety agrew-
ments. and loans, is one prohlem. As to Czehoslovakia, for instance,
we do not have thiree or four different bureaus out doing different things
with Czechoslovakia.

Mr. WWTF-. Wouldn't you be willing to accept the statement that
they are different aspectsof the same problem; different slices of tile
sale ?pie? I think il going over the agreement your nolinittee Mlnd
Congress want to make very certain that they know plreisely what they
aer emndittin g us to. It seems to rme your qulestions tling that out
clearly. You would hesitate very properly in my judgment to sub-
scribe to a docunwst in wiich you thnk you are giving certain commit-
ments only to discover later that there is an agency a super-duper gov-
ernient which has been created wh ich t ah authority in the same fieldthtat you had no indication of.

Senator TAn. My obje~rtion is that we have a branch here dealing
with Czechoslovakia, we have the State Departmenet sitting over here
dealing with Czechoslovakia on the trade agreements. We have got a
representative on the~E'onomie Council under somarglvrs head-A
don't know whose-dealing with Czechoslovakia about alot of their
economic problems. We are just creating an international bureau-
Craey, it seems to me, that is not unified.

Mr. W roe. We tried to meet that in two ways. We tritd to Iset
it in article X, page 21, by the article which states that the fund shall
cooperate within tie terms of this agreement with any general inter-
natoenal organization and with public international organisationr hav-
ing specialized responsihilty in related fields; and any arrangements
for such cooperation which woufld involve a modification of any pro-
vision of this agreement may he effected only after amendment to this
agreement, which means that Congress would have the authority to
enter into those arrangements for cooperation.
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Then under the Council which is created, there is a proviso in the
bill, section 4-a--

In order to coordinate the policTi and operations of thle rePrsentattlvs of the
United States on the furlnd and the bank and of l all geaele of the Ovnernment
whichl make or participate in aking foreign loans, or which etgage l foreign
finnnela, exchangE or monetary transactions, there is hereby establislvld th
National Advisory Council on I ternational Monetary and Financial Plroblets
(hereinafter referred to as the "Conneil).

So there was a desire to meet the need for coordination of the various
activities which we think is met by article X of the agreement which
imposes that obligation on members, and section 4 of the bill which
imp oses that obligation, on the Americans.

Senator MnJwr . Will not the solution of the thing we are dis-
cussing now depend somewhat on the exact language of the plan
evolved at San Francisco? What is evolved at n Francisco will
take the form of a treaty. That treaty will have-will rule the
legislation. It will be the supreme law of the land and if the language
is broad enough in that treaty to subordinate this plan, it will be
subordinated. We cannot sit here and forestall a treaty by ordinary
!eaislalion. I believe your counsel will agree with me on that.
lir. Wnrn. Part of what yo} ask is outside of my knowledge. I doknow this: that we were aware of that possibility. Many others at

San Francisco were aware of that posibility. We very carefully
avoided any language there that would conflict with article X or
section 4 of the bill, and other countries did likewise.

Mr. Luixrima, It is quite right that a treaty would prevail over
confilicting domestic laws, but the treaty is being drafted in terms of
positive knowledge of these various provisions and in an attempt to
coordinate them.

Mr. WVinv. One of the reasons I was there was to take care of that.
We left some men to watch it.

Senator MTmLLTRr. At the time you left you were satisfied?
Mr. Wnrrr. At the time I left I was satisfied; that is right. One

of my assistants and others cognizant of the problem remained there.
I haven t seen the final document.

Senator Tx. This is suplsed to be a National Advisory Council
made up of the Secretary of tate, tihe Secretary of the Treasury, the
Secretary of (ommlere, the Chairman of the Board of Governors of
thle Federal Reserve System, and the Chailman of the Board of Trus-
tees of the Export-Import Bank of Washington. It apparently sub-
jects to that council the American representative on the fund, the
American representative on the bank, and the Export-Import Bank;
is that correct? It does not subject the Secretary of State from mak-
ing trade arrangements and it does not subject the American repre-
sentative on the Social and Economic Council. It occlrs to we that

in our dealings with a particular nation we ought to have somebody
there that determined our whole policy. Now there is nobody but
the President, as far as I can see.

Mr. Lrxrcin. That is achieved in another way. You are going to
have the Secretary of Stute on this committee. Now, after all, he is
going to be conscious of what is being done with trade agreements,
also what is being done in the Security Couneil, because obviously, it
will be related to that. So we are not going to have this Council
acting in ignorance of what is being done in these other fields.
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The nmen wlho are going to formulate the policies are on this Council.
Mr. Wnrr. To do otherwise, it seems to me, would be to set up a

supereuneil that would almost replace your whole Goveinmenot, be-
cause you have commercial policy; you have foreign policy; you have
finanecial policy; you even have sanitary regulation--all dealing with
international transactions.

Senator TArr. In an event, this one under the direction of the
Secretary of the Treasury is supposed to be the boss of this outfit;
is that itl

Mr. Luxroum. I wouldn't say boss.
Senator AFTrr. I mean they determine the over-all questions of

policy.
Mr. Lvxiom,. The Council does.
Senator T'rar. Now, going on to this other section, section 14, which

is probably more important than section 13, I would like to have your
view of that.

The governor and executive (iretor of the find appolinted by the Unlted
States are hereby directed to promptly obtai an a m icial lnterpretton by the
fund as to whether its antlority to us its reIures extends beyond current
monetary stablillation operations to afford temporary assistsane to ntemetrs
in ,nuelion with seasonal, cyclical, and emergecy IIuctuations in the balance
of payments of any member or current transaoetins.

Now, if they say, yes, we have, our authority extends beyond cur-
rent money stabilizations% then we propose an amendment again to
negative such interpretation. Then you have this awkward system
that you have in section 13, except here you are more likely to run
into trouble, it seems to me.

Mr. Wmn. One of thle Congressmen, when it was explained, said
that should he pronounled cyclical, so we agreed we would from then
on refer to it as cyclical as in cycle. I think one of the dictionaries
provides It little st )iort for that choice.

Senator TArt. What is the purpose anyway
Mr. Wmc. T het put Pose of the section is precisely as you indi-

cated. Again there is a loutely no difference of opinion among the
American technical representatives, and we are certain none amongst
the others, that that was the intent and meaning of the articles of
agreement and tlat therefore is a restatement of it in tile bill. It may
be reassuring to some members to know there is no question but that
that is the interpretation of the fund.

Senator Tare. Mr. White 1 let me ask you this question right there
Would o object to taking it out-I mean the word "cical

Mr. WuI.r Oh I thought you were referring to the whole thing
Senator TArr. No. I am referring to the word "cyclical" first.
Mr. Wnrr. Yts, we would object most strenuously to taking that

out. To do that would take one of the most important powers of the
fund away. lTe basisof the fnnd's operations is, very largely at least,
cyclical operations. The required repurchase of currency which a
country iuys from the fund would usually be poatpoued for' a year
or two or might be delayed three or more years. During that cyclical
period the country.is going to want assistance. If you are going to
prohibit the fund from undertaking what we economists call cclical
operations, it would mean the fund would be so handicapped in its
operations that I doubt if any major country would agree to it.
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Senator TAr. Now let usgo to this Russian btminess: I mean the
$300,0CW,00 they can draw down every year. Do you think if this
amendment is accepted, we will say, with the word cyclical" in there,
that the Russians then can draw down $30,000,000Y a year even though
there is no current exchlange problem?

Mr. Wmrn. Well, I think there is some misunderstandibg aboutW
that.

Senator TAF. Well, I am taking Mr. Brown's statement. He said
the Russians, he assumed, would draw down $30,000,000 a year for
capital purchases; to build capital goods or plants and so forth in
Russia ; and he said he thought that was within the purloses of tihe act.
If you put thisin h ere and say you cannot use the fund'beyond current
monetary stabilization operatAons," it sooems to me you rule out the
Rufsian one billion two hundred million.

Mr. WnmaV. I am sorry, Senator Taft, that I did not get your point.
In the first place, in regrld to the Russians drawing down $400.000,000
a year, that is lar ely a matter of opinion, but

Senator TArn. You mean $3]00,00,O0 a year.
Mr. Wm?. . Whichever would be their quota. M~y gues on that ia

that they might do it for a year or so, but that they would nt con-
tinue to do it. Russian credlit is apt to be very good and this would
be an expensive method of getting aid. I think the would rather get
othe forms of aistanee. Whether they would utiize their full quota
would depend iupon other arrangements they could make.

Senator Tl'r. I simply took Mr. Brown' statement, and lie as-
sMir.d tiat. That is, he assumed that inasmuch as the Russians would
have no exchange themselves this would !w drawn down and I tlought
you said you thought thlat would be perfectly all right because tlis
was somnehinrig brought about by war and that, therefore, they could
draw down this money to make ils goods.

Mr. Wm'rm:. I believe that is a correct statement of his remarks,
that he thought if they did do it it would be appropriate. But I do
not think they would do it because it would be mlore expensive than
other ways in which they could get assistance.

oSenaylsr "l'TA. Then do you not think they would object violently
to this amendment?

Mr. Wrnr. ToI this amendment?
Senator Tarr. Yes.
Mr.V WlrT. No. This is qite in avoxi with theirview.
Senalltor Tarr. Do you refall cycaliel is?
MrI. W1In. Yes cyclical or emnergency.
Senator Tam'. D)o ,ou mean "%nd emergency fluctuations in the

balance of pjayments"'?
Mr. Wnjrr. Yes sir. It is caulsd by an emergency; namely. war.

Or yio oilgt hiltavet droughit or a flood.
Senator IA-r. Then, perhaps, you can interpret it this way: That

the fund call, i used for any purpose.
Mr. Wrnm'. For any prlpose that is appropriate to a stabilization

oI e . i on. It is to help countries out in periods either of emergency
or of seasonal or cyclical difetilties. That is precisely what the sta-
bitliztion fund is for.

Senator M, ,mi a(X. What alut it being short-term or mcdiurn-
term or long-term?
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Mr. Wiare. Not long-tem. We would hardly call a cyclical fluetu-
ation long-term. Cyclical meanls 3 or 4 or 5 years, the swings of
business through a depression.

Senator Mlrniwi. I take it that is not necessarily inherent in tile
use of the term. For instance, in political philosophy you will see

) it is claimed we are now seeing the end of the cycle started with the
French Revolution.

Mr. W T. But you cannot properly uetlile wordoutof its context.
Senator Mruxw. What does it mean to an economist?
Mr. Wmrr. Cycles mean business ecycles. There have beon many

volumes written on the subject; there is a whole library on whether
or nit a busirness cyclp extends to 8 or 9 years or iot more than 4 or 5
years.

Senator TAr'. I thought the big ones ran for about 0 years.
Mr. W ITP. A 20-year arrangement would definitely be regarded

us a bmng-teri anrangement,. andt would definitely be inappropriate
for fined operathins. A coiuntry like Russia wouild never delay rse
purchases that long because the interest rate oiln such an opration
would be pheunomenac . You demstland, the intererst rate ne teases
as the term oeS on.

Senator Ati.tr[lu. My suggestion is that the word "cyclical" ad-
mits of long-term operations.

Mr. Wurr. Not as it is generally used.
Senator Miunan, But there is nothing in the word that precludes

that, is there?
Mr. Wturr. There is to me, For insta!,e, if somebody were to

speak of 20-veaur loan and say that is a cyclical loan I should doubt
very limch wvlethe, you would find many'economists or bankers ac-
cepting any such inteeprIetliton. And the frond. after all, would de-
cide the length of the tern. The provision whbAh calls for repurclase
hs alsso the supplemetavr y pr6vislon which causes tme interest rate to

rise. '[hat go~s on as lhongas repi;relase is post pouwd. After jyou retell
4 e'rent late[r on. the fulnd his the ewaer to set whatever rate it deems

eevarc'av.. Trle ~lred is proteetiq~v th at provisioni. If a situationashoulid arise where a country antic fated it would be able to repur-
W chas within 3 or 4 or 5 years, and Ihe fnd later decided that a situa-
tion was developing which would make that inplosshle or unwise,
then that country should go to the bank for long-ter, m asasitance.

Snato{r '[n^. ts there any provision in the plan whereby that in-
terest perurty tMiId be abated?

Mr. WTr~n:. It could he altered by a three-fourths vote, We thus
have a veto oil ay ohanlge.

Mr. Luxruu. lt could he increased too.
Senator TArW. Mr. Wilte, I think I have finished with everything

I had in nidnd exctpt the broad question of just what this section calls
for.

Mr. WnrrM. What is that?
Senatwor 'TAr When you get through with this thing what it seemn

to look like--or at least 1i England they seem to think it has somenic on-
net ion witlh a Petrin to ttle gold standard. lord Keynes says:

If I hber any iuthority to pl-o0nout, on whrt i[ aid what is not the ~e"ece
Fll ill..i..llg oI a go sld aloadrd, I should say that tbis ilan Is the eh,,at olp]site
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of it. Te plan in Its reltilon to gnold is, indeed, very cloe to lrosamlsa which I
advoated In vain as the right alternative, when I was bitterly oppOSing thI
country's return to gold,

Would you ay that this was in any sense a return to a gold standard !
Mr. Wmrn . I would say that this has some features of the gold

standard. Under the gold standard the parity of currency cannot be
altered except by law. You can go from one level to another, as we
did and as other countries have done. Under the fund arrangement
you cmnnot alter the parity of currency without the approval of thle
mtd, except for that 10 percent. That is as dose to the gold standard

as we would be able toger countries to agree. Other countries will
not adopt the gold standard.

I think the point Lord Keynes was making was that he was looking
at the flexibility, and we are looking at the degree of stability; it is a
question of names. For instance, the British call a truck a lorry
while we call it a truck. I understand now they are beginning to use
the term "trlck"; and perlmps some of our boys returning from over-
seas may begin calling them lorries. But irrespective of what you call
it the nature of the fund is clear to us and to them. It assures a greater
degree of stability in etchange rites than if each country was able
to opeate unilaterally; and as you get closer to the gold standard
you find countries like Australia objecting, and you find certain hdi-
vidnals in the iBritish Empire objecting.

Senator TanJ. Mr. Ke~yne says suCces or failure depends upon our
own domestic policies anid not the other way around. Isn't that a very
clear description of n/iinaged currency having only such relation to
gold as you see lit to eslablisl a proau m

Mr. Wrrn. My hesitation in answering your quiestion lies in your
inclusion of the term "managed ceurrency MutVOTIcy is
something which every country has and has had for many years.
To find a time when you did not have a managed currency, and I am
including the United States, you will have to go back at least a genera-
tion or more; so that either with the fund or without it, you have man-
aged currenc.

There are degree of management. You can go a long way and you
can go a short way. I think Keynes would be nelied to go a longeri
way than some of us would. The fact that he takes the position in
that article that he wants the external value toconform to the internal
value and not the internal value to conform to the external value
arises from a controversy which exists in England and other coun-
tries. I think their experts fear losing foreign markets by virtue of
the fact that the prices of British goods are too high. They have
the choice of one of two alternatives: Either they can make their
goods stop being so costly to the foreign country by forcing their price
level down, or they can leave prices and wages where they are, and
lower the parity or their currency to an amount equal to the rise in
prices. What Keynes is referring to is the late 1920's when England
was losing some ot its fo~reign market, anrd there was the demand that
there he a contraction of prices, that wages be reduced, that social se-
ntity be cut down, in an attempt to make their gools more attrac-
tive to foreign markets.

Keynese' position at that time, and the position today of the bulk
of the British anrd other nations, is that you must not induce unemploy-
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ment and depression at home just because you are subscribing to a
fetish of a fied rate of exchlange. It is much better not to have
depression, enemployment, and a lowering of wages; to leave that
alone and lower the gold parity of your currency to compensate for
thatincrease, and you will then be in position to maintain your
foreign markets, and you will not do it by putting the home folks
through a wringer irom which they may never eanerge in sound con-
dition. That is what he has in mind.

Senator TAr. That may be true in a country which depends so
larIly upon ex rt trade as the English.

ir.
Senator TarT. It seems to me that you have a series of managed

currencies throughout the world, loosely tied together, because they
Cgano up and down 10 percent.

Mr. WlnRT. It is not that; exchanges cannot go up and down 10
percent.

Senator Tart. I think Keynes accepts the view that he could go
out and devalue indefinitely because o thle social-security policy you
have just been referring toi and you cannot do anything about it.

Mr. W nrs. If he doesdo that we are not adversely affected. If
prices in England were

Senator TAtn, I am simply saying you are not providing a stable
currency, which is the plan of the fund.

Mr. Wnrr:. I think there is one differnce, Senator Taft which needs
clarifieation. Thr9 is confusion, very unfortunate confusion, between
the word "stability" and the word "rigidity," Stability does not mean
rigidity. Stability does nqt mcan aixed ratos. Stability means that
degree of flexibilit which will not upset the economy, which will
not induce major disquilibrium. For instance, I am told that the
tower of the Empire State Building i Newv York sways somethinglike 20 inches in the wind. I imagine any engineer would say that
that provides stability; that if you did not provide for that swayi ng
it would be rigid and the tower might topple. It is the same thing
with exchange rates. What we are interested in is to avoid dis-e ruption and dcline in world trade. The way to do that is to havestability and not rigidity. We dave tried rigidity in the past and
it has broken down.

Senator Tarn. Let us suppose that this ifund had been in effect
in 1938 when we proceeded to devalue the dollar 40 percent. I as-
sume we could have done sio and that if anybody had objected we
would have said that is our inernal policy; we have to raise wages

and prices. I do not know wio wants that as a theory; and I do
not think you could say that 40-pernt depreciation of the dollar
is any more stability than it is nqgidity. It is not stabilitv at all,
in my' opinion. It is what you are trying to get away from, it is

Mr. Wrr Without going into all the pros and cons of the wisdom
of that step at the tinle--

Senator Trar. What I should like to have your views on is whether
you think we could have done that.

Mr. Wrmn. It wouldbeaspecunation. I wouldbe inelinedto think
that we unquestionably could have mOduced the gold value of the
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dollar, but I doubt whether you could hare gone as far as 40 perernt.
But that is my opinion. Some think we went too far. You will
remember that we did not change the value of our dollar until lilrty-
odd countries did so. That was one of the reasons for President
Roosevelt calling a halt to the London Confernce, that some of the A
representatives sent there were going to fix things at the level which W
prevjailed at that time. Other enrlencies had already depecilated to
a ver substinl ial extent, and they were satisfied. They had already
got their depreciation, They were leaving us with $2 an ounce for
gold, and they wanted to fix thait rate. It is simnlar it seemn to me,
as when the tellow who has given you two or three soeeks in the jaw
before you can rspond says "Lt is stop filtintig." We were in danger
of being strangled by a $0O gold rate.

Senator Tar . If we had done what they proposed we would have
greatly increaosed imports into this country. I suppose that is the
theory, and that we would thereby have increased foreign trade.

Mr. WirnTE. No. What you would have done would have tbee to
increase unemployment here. And you would have disebur:ard any
price rise; you would have intensified the dep ression.

Senator twnv. I do not mean to get into a discusslion of this or that
possibility, but, was using it as an llus ration of tihe fact thiat in all
probability we colid have done it under the fund, and as long as
that kind of eondition exists in the flund I do not Ihink you have
stability.

Mr. Wil*rr My colleague whispers inl my ear avd I give voice to it,
that I do niot think we would ever have reached that point if the fund
had bern io existence. Bult it is one of thle" if questionsul, and there
is no particular value in exploring it.

SSenator TArM. They could not pay their debts.
Mr. Wxlrnr, Let us leave that for future Ph. I)'s.
Senator TAr'. In any event, the dispute as to the gold standard is

one Imore of name than of substance, But it does not seeml to afford
tie stability of the gold standard,

·Mr. 1W}irrrTe. In the ldC1gme)nt of many perscns, and ther is, of coura,
a differeae of view, it provides greater stability than the gold standard.
The inmer fact that you go on a gold standard dos not mean that you
stay there. I brougt that chart out ato show you tat while a lot of
ounatries march Upi the ill, when they gt to the top they slide downagain. My friend Kemmerer went around the world estahlisling gold
stanodards, and every t ime be was called upon to fix up a notetary sys-
temn he hald a fp mul a, a d usually kep t to it. When tile first serious
ill sital e.nm, it broke down. So tiht merely going acki on the gol
standard dlos not correlt our troubles. If the currency can remain
thesr, all right. But if onditionis favor mjaintaining the gould strnd-
ard in sonie countries, they will not alter their currency talul. under
the International Monetary Fund at all.

S:fnator T, rr. If they cannot stay on the gold standala then Ihey
cannot stay upon the standard you fix here, It cannot be both elastic
and stable.

MIr. W\,ITE. I in not anll enginee r hut ! imagine the strongest kind
of rod is oie that is flexible and not one that does not yield at all.

The C\m~nMAN. That is all vey interesting, but if there are no
further questions we will conclude for thbe evening. Does any membiher
of the committee wish to ask Mr. White any further questions?
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Senator MCFA^AND.~ I had one question in mind, Mr, Clairmian.
The CtAtIan . Proceed, Senator MeFarland.
Senator M AcFnrNma . I notice that tihe United States is prohibited

from paying governors and executive directors any salaries. Why was

Mr. WurrE. The intent was to imake the found and bank self-support-

ienator McFARnNL. What is three to check thnm fromI voting too
high salaries for tlhnmelvesg

Mr. Wirt They cannot my th governor, They can pay their
full-liMl exeetitiyes. Is your qlletslfo1 What won hi prevent them
from voting high snlarie ,?r

Mr. Lvnron. The gowrnors fix the salaries of the executive
directors.

Senator MoFRLAWrrn. Who pays the governor I
Mr. LroXnoM They will be paid their actual expenses. That is not

a full-time job.
Senator MF ARIxND. Won't we pay our own governlrs
Mr. Lvxint. No. Just their trans ortation and actual expenses.
Senator Mc FAULAND. The bank wvill payI
Mr. Lnxrow, Yes, sir.
Mr. WHrIn. The expenses, but no salary.
Senator MnnKnN. The governors are already under salary.
Mr. WHIT. They mighthave a salary if they have a connection.
Senator MrIrrxi. I was confusing the governors with the council.
Mr. Weav. There is much more likelihood they will be underpaid.

These are two $10,000,0(0,000 institutions. The president of the Fed-
eral Reserve Bank of New York gets, I think, about $45,000 a year.
Presidents of most of the big national banks get $75,00o a year. Th0
presidents of many $2,000,000,000 eorporationms get $150,000 a year.
My guess is that what the executive directors of these $10,00),000,000
institutions will get will be a lot less.

Senator FramnirT. What does the Governor of the Federal RIe-
serve Bauk get?

Mr. WHiT,. It is 45.000, I think.
Senator Frutnrarr,. What does Governor Eccles getI
Mr. Wrna. IHe gets $15,000 a year but that is because the Federal

Government pays him. Private banks pay more. I hope you will
not ask me-but never mind.

Senator FULalonrr. What did you start to sayI
Mr. WnrrE. I have forgotten.
Senator FULNuRorr, Oh, no. I do not think you have forgotten.

Go ahead and tell us what you started to say.
Mr. Wmr:. I may remember it later on.
Senator TArT. There was some suggestion in the House of Repre-

sentatives that we shonld put the bank and the fund together, at least
to the extetnt of making the same man the American representative
of the fiund and of the bank. Is that possible under the bill as now
provided or contemplated, or are you opposed to the whole idea?

Mr. WHnr . Suppose yon let Mr. Luxford answer that question.
Senator Tar. All right.
Mr. Luxrocn, In recognition of at least what the House committee

felt was the germane part of that matter, namely, to get a higher
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degree of coordination on policy, the House committee and the Hohse
nmodified the original bill in this cense: Previously you were to have
a governor appointed for each institution. The House bill said if
you were to combine the United States governors, so therem would be
only one governor to represent us, you would get coordination in the
institutions you are setting up herem. You would then get a high level
of coordination in the policies of the two ustitations without run-
ning into the difficulties that they visualized by having two separate
governors. Beyond that there were other reasons for and against
doingit. But the House felt that by naming one governor for the
two institutions, and by having this coordinatmg Council, you would
then have the necessary degree of coordination. And the Council re-
quirement is that they ;eport back to Congress as to whether or not
they are getting that degree of coordination.

Senator Murixmx. But not over-all.
Mr. Luxrore. It assures coordination in American policy, but it

does not insure that-
Senator MmusKrx. But not over-all.
Mr. Luxsonn. Congress will have a report as to whether they are

getting coordination.
Mr. WHrrr. There is the provision in here also which calls for close

coordination with the bank.
Senator MIlriulx. As I see it, one can come to the mund with one

request and a story in suppot thereof, and then go to the batik
with another request and a story in support trof, and there mnight
never be any cooi'ditiation hbetween the two, and there night never be
the proper and need fal relationship.

/r. Wirun. It was because of the possible danger of that that we
included two provisions: One, that the bank and the fund will co-
ordinate their activities, and thaut the intomation of each will he
available to the other. And also that the council will have both
under its jurisdiction. I think you will probably find in faet tluhat
the degree of cooperation of these two institutions will be very close
indee. Tllhey will also exchange informnation.

Senator Maunwlx . It should he especially close if you are going
to expand this word 'cyclical' into "long-term.'

Mr. Wirn.. WVell, that is quite clear. The bank would hardly
undertake any such arrangement withlout the acquiesence of the fund,
anld vi( versa.

Senator MnnAiw. But would the fund do something without the
bank's acquiescenceI

Mr. WnrrE. I do not think so.
Mr. IxxUinm. That is where the vice versa comes in.
Mr. Wunr. I think you can visualize such a group as it gets around

a table, just as in tihe case of a board of directors. They would watch
this matter very carefully. Judging from our own activities in the
Government on matters in which we are interested, we know what
others are doing. When tlis was first envisaged it was thought there
migbll lb two )ranlIesb of the same organization. but it was very
quickly seen that the operations of both would suffer if they were
put under the same directiing head. And there was also this thought
in the minds of people who had decided on this arrangement. You
see, you can make mistakes in the bank, wrong judgments and deci-
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sions, but the "chickens will not come home to roost" for 10, or 15,
or 20 years. On the other hand, if you make wrong decisions in the
futd you will find out your mistake lmore quickly, because it will come
right before you soon. If you have both the fund and bank in the
sane institution, there would beh a strong temptation for the board

W of diretors to hide an·y mistakes by maklng it possible for countries
to borrow on long term from the bank but r'epunhase from the fund,
so that the errors would not be so easily diseoventrble

The CUlamMaN. If there is nothing else this afternoon, we will
adjourn to meet at 10: 0 o'elock tomorrow morning. We are going
to have Mr. Bernard E. Finucane.

Senator FurLanoar. What was that name, Mr. Chairman
The CIwaIAN. Mr. Finueaine. I assume that is the proper pro-

nunciation.
Senator TAr. We are to hear representatives of tlhe New York

State Bankers Association. Mr. Bernard E. Finucane is president of
the Security Trust Co., Rochester, N. Y. We are also to hear Mr.
l)iefendorf. And perhaps Mr. Roeg, vice president of W. It. Grace
Co., who, if he comes, will be separate fromn the New York State
Bankers' Association.

The CnAanMAS. These are witnesses of the oplposition.
Senator TAr. I might add that we expect to have John H. Wil-

liams, of the Federal Resenve Bank of New York, and Allan Sproul,
of the Federal Reserve Bank of New York, who are to be heard on
Thursday. And also Merwin K. Hart, and perhaps Mr. Beckhart,
though I do not know whether he will come or not.

The CHAmnMAN. Very well. The coommittee will stand in recess at
this time, and we will hear from the opposition tomorrow morning.

(Thereupon, at 5 p. m., Tuesday, June 19, 1045, the colmmittee re-
cessed until 10:30 the following morning.)
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WEDNESDAY, JUNE 20, 1945

1UNerro STATm; SP$ATS,
Conmmrran ON IRANKIN A"NUD

WasMington, D. C.
The committee met at 10:30 a. m., pursuant to adjournment on Tmes-

day, June 19,1945, in room 301, Senate Office Building, Senator Rob-
ert F. Wagner (chairman) presiding.

Present:Sentators Wagner (eim rmani), Barkley, lldeli fie, Downey,
Murdock, Fulbright Tobey Taft Butler, Capper, and Millikin,

The CAerMAN. 'ihe committee wil crone to order. Our lirst wit-
ness will be Bernard Iinucane, president of the Security Trust Co.
of Rochester. I have known him since hlie was a little boy. lie is older
and wiser now.

STATUZe T OF BDENAt F. rilCAE, PRSID.i~T, SECITrT
TRUST CO., ROCHESTn, N. Y.

Mr. FnsUAsE. Thank you, Senator. I am older now. I am not so
sure about the second part of your statement.

I am here as president of the New York State Bannke's Association,
and I would like to, if you will permit, give a statement which i have
prepared which covers it in very very brief form, he report which
the special committee on international monetary matters of the New
York State Btnkelr Association prepared.
C I in very sorry that Mr. Johnston, the chairmanu of that committee,
could notht here, but I will give you, first of all, the namesi of the
iemlaers of the cormmitte. Percy H. Johnston was elairnan of the
committe.e, He is chairman of the Chemical Bank & Trust Co. of New
York.

H. Donald Campbell, president of the Chase National Bank of New

CharleaH, Diefendorf, president of the Marine Trust Co. of Bilffatl.
Myse f as president of the Security Trust Co. of Rochester and

president of tile association.
Mr. D. S. Iglehart, director of the Grace National Bank of New

York.
C. George Niebank, president of the Bank of Jamestown, Jamestown,

N. Y., then president of the association.
Mr. William C. Pottr,'chairman of the Guaranty Trust Co. of Now

York.
Gordon S. Rentischler, chairman of the National City Bank of New

York.
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George Whitney, president, J. P. Morgan Co.
hlose gentlemen were the members of our committee.

Mr. J. H. Riddle was segretary and teclnical adviser to our cm-
miotee, and he is with us today, as is Mr. Diefendorf.

Albert L. Muench, secretary of the New York State Bankersl As-a
seaihtion, acted as a.oc iate secretary of the committee

If I may I would like to read this statement in which I have very,
very briefly put in the salient featurs of oar report. I would like
to say before I come to this reading, lmthou{h there may be a slight
duplication when I do red, we organized tins comnittee, we gave it
a great del of study, there was a tremeldous interest in this under-
taking, as there should be in am association of bankers in the State of
New York where there are so many large and important banks. My
obligation on the comnittee, really, as incoming president of the asso-
eiatiCon, was to ohbrtve that the findings of the committee were really
and truly ultimately eommmdieated to the membership and that they
exprfssEd the feelin'r of the membership.

thbe fundamental thing tlhrolghout our deliberations, hih was
exr enly satisfactory to me, was the (lesi of our committee, which is
so much i tune witll the desire of the memhershij, of our assoiatioi,
to hend ever effort toward the end of international cooperation.

Senator Toel, That is, toward the ohjective, you mean
Mr. FnlcAxne. That is right. e 'TInk you very 'uch for your

correction.
'Toward the objective of that intrnational cooperation, We prin-

cipally, of course, want that international cooperation that we become
a party to, We want to work, and we hope that the instrumentality
will provide a working plan that will actually work and be successfl.

So if at points we are critical of the plans it is merely because we hope
that the plan will he effective, whatever the final thing is, to a degree
that the objectives will be attained.

Senator TornP. May I say as one of the proponents of the Bretton
Woods agireement, I have never questioned the attitude or the smneerity
of your group or any other group tlat takes a different point of view.
This is a democratic proeqss thai is working. There are two sides to
every question and we thrash them out and let the facts prove th.
case. So we respect you as sincere opponents along eonstructive lines.
I am glad to make that suggestion.

Mr. Tlh:cAln. Thank you, sir.
Mr. Diefendorf and I are glad to appear before you representing

the ('onmittee on International Monetary Affairs of tlhe New York
State Bankers Assciaition. We also have with us Mr. J. fl. Riddle,
serrentay and technical adviser of that committee. Mr. Diefendorf is
president of the Marine Trust Co, of Buffalo, and I am president of
the Security Trust Co., of Rochester, N.Y.

As presidlent of the New York State Bankers Association, it is my
desire to present to roll, in the absence of the cllairan of this eom-
Inittee. the report which was written after a long period of study of
the Bretton Woods proposals.

I might say that-well, I will go on with the statement.
A nimbher of experts apleared before the comnmittee. including mev-

eral delegates to the Bretton Woods Conference and experts from the
State Department, the Treasury Department, and the Federal Re-
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serve SystemI. The period of study and the taking of testinmony ran
for aiot d4 montls with the resulttlit we have prepared a very careful
reltort for yonr consideration.

We hope that this report has been and will continue to 1e helpful
*h to the members of your committee and to the nmembers of the Senate

and liouse generally. It was written with that thought in mind.
Our eonmmittee alnmcheed the study of the ihretto, ' xIds Pro-

psls with complete objectivity and with full realization of the in-
portant role which the United States will play in intinatieOal af-

fars in he postwar period. "Whatever differencs of opinion may
exist as to methols,'" the cemmittee stated, "thelre can be no difference
as to the inecesity for dimsclssion and cooperation iintenational
trade and in monetary and inancial mattets. We are mindful tihat the
political and ecolorie interests of the United States are bound to
those of the rest of the world

The stated purimses of the Bretton Woods prolos r are o.f slh bmprtanee,
and their effects. If adopted, wonid be s far-roachring, tIat we sbo.l.d have
been remtss In our duty had we not opprqdahti .lr task with the determination
to bring to It our best effort&, feeau of their Importnce thte proplls should
not be accepted or reht on geleral or ulrfical ground. They should not
he rejetted If they are likely to occmpish their hlh alms. 'IThey should inot
be accepted it ciareful consideration liads l the con.elunion that they are less
likely to further than to Jeopdlze ihos olebjetives.

Now, onl conclusions.
The committee was in full agreement withl the purposes of the fund,

but expressed grave doubt as to whether these purposes could be real-
ized by the adoption of the monetary plan. It concluded that the fund
was not a suitable instrumentality for dealing with the tasks that lie
immediately ahead. International peace and security, internal sta-
bility in each country, and the removal of internatiound trade bar-
riers are the basic problemns tlhat demand attention. Until substan-
til progress has been made in dealing witI these fundamentals, real
monetary stability cannot be attained.

More speeifically the committee conchuded:
(1) That the establishment of the fund at this time will not result

in the achievement of ecoronrlc stability or the elimination of ex-
change onl rols but would tend to perpetuate exchange controls and
other restrictions on the free movement of trade.

(2) That the safeguards are not adequate to assure the sound use of
the fund's resources.

(8) That the fund might not be able to function effectively if the
trade balance were to runt strongly in favor of the United States and
the supply of dollars in the fund were to become scarce.

(4) Tat the lack of agreement on the interpretation of the fund's
provisions raises additional doubts as to the feasibility of tte plan.

Senator Tart. Do you mean a difference between the interpretations
of this country and England, for instancec

Mr. FlnroANt. Yes; that would be an example.
(5) That the divergence of conditions in the various countries are

so great that the stabilization of each currency must be treated as an
individual problem. The committee doesnotthink it posihle to de-
velop a workable formula that could be applied to all cases.

As to the International Bank, the committee believes it could play
an important role in postwar recostruction. Through its selective
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lending for specific constructive purposes, the Bank would not only
serve it long-range end, but its facilities could be brought to bear Im-
mediately on the problems of basic enonomic rrconstnrction . Tahe com-
mittee further concluded tluhat international cooperation in monetary
liatterL could be facilitated by the bank without establishing the par-
ticular type of credit facilities provided by the Fund.

Recommendations4 The eonmitte recommend for consideration the
following-

Senator MIIIKIN. Mr. Cliainian, may I initerrupt a second? Has
the report been made available?

Mr, FINUANE. Yes, sir.
Senator Talr. Mr. Finncane, in that connection, we have not been

able to loate the report you said was sent down here. Would you
be kind enough to send a copy of the report to each member of the
comnmittee?

Mr. FIudCANE. Yes, sir; I will be glad to do that. I believe we
sent a copy to every tmember of the Boose and Senate.

Senator TAnr. No doubt the members let them get lost, so that if
you could send another copy to each nmembelr of the committee, I
would be obliged.

Senator BaULrrI. I don't think we got thenm
Senator FnramnmoT. I got a copy a long time ago.
Senator MlAilN. Could we have that rather promptly?
Mr. FINUCAN.V Yes, sir.
Senator BAIIKLY. It would not be strange if one document out of

tile thousands we have gotten in the last few months got lost.
Mr. FIKVrcAln That which has passed my desk, and I am merely

friom up-State, has been quite large. The committee recoiuimends
brieflty, as follows:

(1) That action on the proposal for the International Monetary
Fund should be postponed until basic conditions have become suf-
ficiently stable to provide a rasonable chance of its attaining its ob-
jeerire.

Senator Tol;r¥. Of colurs some of Is look upon the fund as one of
te factors that will make stebilization come a ittle quicker. That is ·
the other point of view.

Mr FINUCANE. Yes; of course, I realize that point of view exists,
but from our deliberat ons we came to the other viewpoint.

('2) That the International Bank for RHeconstruction and Develop
ment be accepted with whatever elhanges may he desirable-there are
certain features of the fund designed to encourage inlternational Ione-
tary cooperation that, in modified fornm, coul be tranferred to the
bantk.

(3) That further study and consultation be undertaken to deter-
nine how the International Bank might approp riately assime limited

stablization functions, i. e., how and when stabilization lonns might he
granted, whether this would require additional capital tfunmds for the
bank, and how such funds mnight be provided.

Senator Ralnt.rfs, Mr. Finueane, I don't want to bother you with
any detailed comparison at tlhis time, hut tensicrally speaking you were
referring a moment ago to the report of the New York Bankers Asso-
ciation, weren't you?

Mr. FrNTvrcA , Yes.
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Senator RADoCWers. Is that substantially in accord with the report
of the American Bankers Association?

Mr. FI curE. I would saythat to a considerable extent it is. We
rather wloleleartedly endores the bank and we have reservations about
the fund.

Senator EADCLrn Without asking you to go into details, is there
any particular point where there is a difference between the two?

MI Flsuc0Ar. I think the New York State Bunkers Association
calls for postponement of tihe fund, and I think the ABA calls for
elimination of it,

Senator Tonxr. Mr. Finucane, you held up a little book, that little
leathercovered book. Would you hold that up so the members of
the Committee can see it? I call your attention to the fact that has
"Brettoit Woods" witl your nmme printed on it. Had you submitted
your report in that form I guarantee we would have kept it.

Mr. 1mnwUAN. This. was given to the comnmittee by the President
forthe hard work tey put in over a long period. He was so astonished
that the members worked so hard hle tlhought they should have a special
reward, and this is the reward.

(4) That the Johnson Act be repealed, and that the First World
War debts and tihe lend-lease obligations be promptly and equitably
disposed of in such a way that they will not present an obstacle to
balaneed-trade relations and international monetary stability.

Senator BaRKilY. What is your idea about the promptest and best
way to dispose of World War ±o. i debts-forget itl

Mr. FintcAn. I am afraid I should not express my opinion on
that. I am really not well qualified to give you that .dvice. I wish
I wets.

Senator BAitaTre. That sta.tement is rather a platitudinous state-
ment that they ought to be disposed of in such a way that they will
not interfere with trade. I wondered if they had any specifiic idea
about the manner of their dis osal.

Mr. FiNaUAN We certainly haven't in this report, but generally
speaking, it ismy personal opinion that we have to rely on you gentle-
ime here,

Senator BARnne. We have been trying to make some disposition
of those debts for a quarter of a century.

Mr. F,±4ticos, Yesj I understand that.
Senator BanfrEn. Some of lis have some very definite ideas about

whether they are ever going to be collected, and I am one of tihem.
I wondered I f you wanted to express an opinion.

Mr. FNUOANe. Persnally I don't think they can or should be
collected, as far ae I am personally concerned. but I am discussing
now the report of the committee, and I think that is a little outside
of this. I think you and I are in agreement, personally,

Senator MitJTIN. Do you think there is even a trading advantage
left to us in those loans?

Mr. Frwucac., Well, I wouldn't like to trade on thei very much.
Senator BaRLSYr. There isn't very much trading value in a corpse,

is thlere?
Mr. FhvucAne. That is right; and I don't think we should use them

to trade on, They are a thing of the past. But I certainly don't feel
I am qualified to advise you gentlemen.
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Senator Toun. If they were in your bank portfolio you would
charge them off, wouldn't you?

Mr. FlacAni,,M, YXS.
Senator MuIatmn. I should like to say that the undertaker would

not agree, withi tihe thesis of Senator Barkley.
Senator BARIEry, They have no permanent Iradirg value even in

a corpse.
Senator DowNEr. Mr. Chairman, Senator Fulbright has made e

very valuable suggestion. which is very pertinent right at this point.
I would like to have hinm state it for the record.

aSenator FuIrxuor. 1Oh, no. No.
Senator MILLIKIN. I think by all means we should insist on it if

he haA a solution for the paniiient of the dlets. If lie has a solution in
mind which does the job. and I think we should hear itL

The CHTAIMAN. I think we would all be interested.
Senator FuitmonT. Oh, I was just saying that if we could get them

canceled and dis rihute the loss, we might give everybody credit in
his income tax for that deduction.

Senator TAYr. May I say there is a bill pending, Senator Ful-
bright's bill. I think the only hesitation about it was whether there
should be sonic further regulation of the sale to the public of foreign
securities than we now maintain in the Securities Exchange Act,
before that Johnson Act was completely repealed. I think that is
the only thing that has delayed it.

Senator BAinail. That is not the only thing that has delayed it.
Senator Atne. NO: of course not. [Laughter.]
Mr. FTNcTAXE. May I proceed!
The CHARMKAN. Of course.
Mr. FarrcAsr. (5) That, although stabilization of the pounmd is

primarily a British problem, the United States should he ready to
cooperate with Britain, if invited to do so, in any study she may
undertake to reach a solution of her reconstruction problems.

(6) That steps be taken to carry out the recommendations of the
Bretton Woods Conference that the participating governments seek
to reach agreement as soon as possible on ways and means to reduce
obstacles to initernational trade.

That, gentlemen, is about the trend that our report took. It is
put in as concise form as I was able to do it. We distributed this
report to our membership, asked them to study it, and at a meeting
of our Council of Administration, which is representative of every
geographical section in the State of New York. the findings of the
committee were unanimously approved. So that it is truly a repre-
sentative report of the taking of the New York State Bankers Asso-
ciation.

Mr. Chairman, Mr. Diefendorf is here from Buffalo, and if you will
permit, he will go into other details of the report in a more detailed
manner than I have in this presentation.

The CnlAInMAN. Very well.
Senator BARnKIE. May I ask a question?
The CiATRMAN. Surely.
Senator BaILnir. Your report and your association is favorable to

the bank but not to the fund, as I understand it. I haven't had a
chance yet to read this report, but that is the general attitude you
takel
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Mr. FINUCANE. Well, we cannot my we are unfavorable to the
fund for all time to come. We jumt don't think it will work in this
early transitio stage.

Senator BARKsLY. Of course, these 44 nations met at Bretton Woods
* and formulated this plan, which includes the bank and tbe fund.It it is true that if we eliminate tile fund and only apree to the bank

that the nations would have to be called together in another con-
fetzice, because we couldn't have a unmilateral amendment to this plan
without calling iJlem back into confernc, do you think to have to call
a conference again and thrash this whole thing out again, with all the
delays and the unertainties and tie vacillation that it would indicate
ot our part, would it be conducive to the stabilization of currency or
the settlement of world economi conditions, or would it be otherwise?

Mr. Fx[ucaaE. Decidedly, I believe, it would be otherwise.
Senator BuLarY. You don't recommend that course?
Mr. FrnucAmO. I certainly do not.
Senator BAnLEYt. Isn't it true that the function of the bank, which

is a lending agency for long-tenu credit, does not lend itself to
ordinary current and temporary stabilization operations, and wouldn't
it be, even if you combined them, you would have to set up a separate
division in the bank for stabilization purposes. You could not com-
bine them with your long-term loans ecul{d you?

Mr. FIrcayk¢. N'o. I think probably if you comblined the fund
and the bank you would certainly have to have a separate department
in the batlk for your short-term stabilization loans.

Senator BnTuimp. They ate entirely sparate types of Olerations,
aren't they

Mr. Flxturxrc . WXell you see the point in our recommendation here
isn't that the fund be done away with, but that thle fund be post-
poned--that the operation of tlhe fund be postponed.

Senator BaIunr. And while it is postponed, what will Ihappen,
what will take place in regard to the stabilization of currency? Who
is going to stabilize itt If it is postponed the bank will not have any
* jurisdiction over that. You wKll just have thln bank making long-
tenn loans and probably helping to make capital investm ents of a
lonhg-term ichaeter, but you won't have alybody stabilizing the cur-
rencies, unless you depend on each nation to stabilize its currency with
some other nation by a bilateral agreement, which would mean thtat
there woulh be no uniformity or no coordination among the nationsall over the world whose currencies may not be stabilized. What is
your reaction to that ideaa

Mr. FHnVcauN. My feeling is that tlhe fund dnring this transition
peri6d would probably le iniadequate of itself to stabilize the currency
of all of these nations until vonditions within these nations, their
financial economy and their poli tial situntio are straightened out
to a considerable degree.

Senator BAJKtI.:r. Even though it might be inadequant it would
be miore adequate than no fund at all, wouldn't it?

Mr. FINUCASE. No, I don't feel that way personally, that it would
be better. I think we would find dollars would be drawn down and
you would come into thire scarce eurrency situation. If I might say
so, Mr. I)iefendorf, I feel, is better quali ed to answer those questionts
thian I am. I am rvally getting a little over into his territory.
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Senator BanKLV.r All right. That is all.
Senator Ton¥y. One of your conelusions was that the fund restricted

the fire movement of trade. I)o you care to amplify that as to how
the fund, if in operation, would restrict free movement of trWaeh

Mr. FINTrCaNr. That is No. 3. It states that the fund might not
be able to functimon effectively if the trade balances were to run strongly
in favor of the United States and the supply of dollars were to became
carcve

Senator Tomse. I think in another place you state the fund would
restrict the free movement of trade. I just wondered, in that specific
charge of your iniictment, how it would restrict the free movement
of trade.

Mr. FlNuCANe. That is No. 1. Because we feel that the establish-
ment of the fund at this time before there is internal stabilization in
·them eountries would continue exchange control or maye even add to
present exchange controls and in that way restrikt the free novemnlllt
of trule.

Senator Toney. Is it in your thought at all that the setting up of
fuid and the participation of 44 nations would in and of itself afteet
the progress of trade stabilization in this country, the fact they were
all together, one for all ald all for one in this operaion, tihe sirnifieance
of an organizatio, n in which they all partiepated, would n't that of
itself create sentinent and opinion for imnprovemwt in building up
to whert the world is joined together ~

Mr. FINUCaNX. That would be the ideal, How it would work is
anot her question.

Senator Toner. In the face of your statement that that is the ideal
thing to do, where the alternative is chaos, isn't it the part of wisdom
to make an attempt honestly and sincerely towards sollie moveument
like this, to bring some order out of chaos

Mr. FxxUcA~N Yes; definitely so; but it is also so imporlant that
i e attempt be sueeessful. We feel that later on ' this fund would

Ive 6so much greater chaices of suceess tlhan at thle present time.
And now, if the dollars were drained off and the fund became inactive
or btcanme unable to act, then we would have ren out of our ability to
help or be helpful.

Senator To,:n. You are familiar with tire limitations on ith-
driwals, 25 percen t in any one year and so on

Mr. FI t4cAsNE Oh. vOs.
Senator Toln.¥ Did those things occur to you
Mr. FIXTrcANe. Yes.
Senator Toux~r. Then based on tle overall picture you still think

it should h lepostponed until the nations themselves are able to stand
on their own fete

Mr. FINtCANh. It should be postponed until we can clearly at least,
evaluate the urrency of these nations.

Senator Towi. Isn't it perfectly natural that men in your pro-
fesiidon and I esteenm it most highly, should by attrition have brought
into your minds the consevativo point of view which is notable in
commercal banking, and are prone to feel that today unader a world
situation which is chaos, in whpch we ar all trying to bring the world
back atogethe r that is a factor in influncing you to cne to tshes
decisios? Tohat seems to It e perfectly natural Isn't that so
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Mr. FlauCANI. I am sorry to say I don't agree wjth you. Even
though we am bankers we have children i, this war. We want to
bring the peace as meuh as the war. I am so imreSed with this group
of gentlemen who are so much better qualifie than I am-I was so

* impressed with their desire to do somethingi helpful.Senator ToBne. That is most commendable, but I also suggest that
we sit here as a jury in this matter and thepoint I make it your organ-
ization taking this position and yet over and agminst that we have
such organizations a tle C. E. ., we have the hankers in Philadelphia,
and we have independent bankers from all over coming illn and caim-
ing this thing will work and urging its passage. So we stand here
with eminent authorities on both sides dilfering.

Mr. FINUcANE. Yes, sir. I might say this, although I very deft-
nitely don't want to try to tell Mir. Diefendor's story for him, it is
only natural to speak as bankers that that is the very type of loan that
the banks make, because they loan with regular safeguards, after
investigation and after survey.

Senator ToBEY. They are a little more conservative than you are.
Mr. F1XucawE, The International Bank?
Senator TosY. Yes.
Mr. IhNUCANr Yes; I would say so.
Senator Tonar. Certain limitations as to the loaning power are very

conservative-you will ares to that?
Mi'. FINUCANE. Yes; weill agree to that. We have said in the re-

port that the borrowing was a little too automatie in the fundl, but
Ido believe that our case would be better stated by Mr. D)iefendorf.

Senator 'Toen. Before you go, one more qnesi:ion. Isn't it a fact
that you have in your makeup its a banker, a little bit of the spirit of
perfection? This is said in all kiidnees, and it is commend able, I
think, that you have the spirit of perfection, haven't you, as a banker?

1Mr. FTNUAxe. Oh, no; I have to disagre with you there. I like
so Mouch the idea that I am human and I cannot be a plerfectioist.
I would not be a perfectionirst if I could. I am sared to death of
perfection. I have iever had any ambitions along that line.

Senator Toune. Well. speaking of perfectionists, I cannot resist
telling a little story. It is Senator Barkley's story, but I would like
to tell it.

A minister was preaching to his ongregation. Finally he said "Of
Course, no one has ever seen a perfect man." A little fello* in the
back got up and said, "I don't quite agree with you." The minister
said, "Well, did you ever see a perfect man ?" lie little fellow said,
"; but I have heard of one. It was my wife's first i bsband."

Senator BARLnY. I won't press you on tlhese matters if you feel
Mr. Diefendorf can speak in more detail about them, but you men-
tioned a while ago that your a.s...ciation believed that this frnd ought
to be held in abllvance until these countries had stabilized their own
currency within their boundaries. We might be able to do that be-
cause most everything now seems to be tied to the dollar, but how (an
these other couitiniis in relation to international trade, which we are
seeking to promote as part of the program. h]low can they get of their
own volition and within the vacuum of tlheir own existelne stabilize
their currencies with respect to international trade?
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Mr. FiSuGAxE. They cannot do it the whole distance, but they can
ltabilize their governments, for instance. They can organize their
governments.

Senator BAnixnl. Of coulrse, there is a difference between stabiliz-
inga ~verment and stabilizing currency.

Mr. FnnscAN. Well, they tie very closely together.
Senator BARsrey. They do. What we are really afraid of is that

these governments will become more unstable than their currency.
Mr. hNUCAN . I think we should have a clear view of what these

governments are goin to be.
Senator BglafLr. And in the meantime, what happens, while we

are waiting for France and Belgium, which seem to be m some trouble
right now, and maybe Italy and China and all these countries when
they get through fighting I suppose you mean Some form of govern-
xent would be established and kept in power which could be relied
on year after yeart

Mft. FINUMANE. Yes,
Senator lARuiaty. How long is it going to be before that can take

place and what is going to happen bef ore it does take place?
Mr. FlNucANe. It cant take place very quickly.
Senator BAIKLEY. You say it can or cannot?
Mr. FINuCANE. It cannot; and they cannot go the whole distance

without help from us. They probably cannot go half or part of the
distance without help from us. Maybe that help has to be given
in the form of gifts bht we have to help them somte way or another,
but we think they Mlould progress a certain distance along the road
befor e tw e ampt this stabilization fund in order to make the thing
ultimately successful.

Senator Frtu qnm. Mr. Chairman I would like to ask a question
just on one point. In your second point you said safeguards were
not adequate to protect the fund. One of the witnesses said here the
other day that he tho ght ithe funds resources were better safeguarded
than the bank and there was less likelihood of loss to the fund.

His theory was that we have a piou' lien on its resoaretm Would
you care to comment on tIhat rtone poinotand how do you think we a
would lose our investment in the fundW

Mr. FurnANL I would rather not comment on that questi6n except
to say we are in disagreement with that opinion.

Senator Fut,,smxo. That is, you dot t tmhink it is better protected
than the bank?

Mr. Flvaxcn. No; we do not.
Senator FLfmiROcrr. Would you care to say why?
9Mr. FImrcAnX. No; I would rather not get into those things.

Senator Trr. Mr. Finncane, one question I wanteal to ask. I don't
quite see why a pat of the hank has any separate problem in stabli.

zation. It seems to m--I don't quite see why this board, going to a
place like C ecloslovakia, for instane, should not consider the whole
situation of Czechoslovakia, consider how much should he loaned,
porhaps by the hank, perhaps by the United States, and what restric-
tions should be removed, as well as stabilization, all at olce. I cannot
quite see why the same board should not deal with both problems.
Aren't they intimately related?

Mr. FIrvcAn. They are, and our report is in agreement with that
point of view.
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Senator Iamrr. In olther words, the problems that arise are indi-
vidual national problems, and in each case you have three or four
things to he solved as to that nation; isn't that trune' Mr. FIrncwAN. That is true. Tlhat is why we considered consolida-
Ftion of the governors, at least from our peint of view, from the United
States' point of view, to be a step in that direction. All I can say is
that our report is in agreement with the point of view you have j'ust
expressed.

The CnAaRMAN. Are there any other questions?
(There was no response.)
The CHArnraM. Thank you very much, Mr. Finucane.

STATEM ENT OF CHARLES H. DIEPENDORF, P SlIDE]NT, MARINE
TRUST CO., BUFFALO, N. Y.

The CHAMuSA. You are the president of the Marine Trust Co.,
Buffalo

Mr. DnrexsNcni. Yes, sir. I would like to say, Senator, that I be-
lieve implicitly in canceling the old World War I debt. I didn't have
a chance to get myself in on that conversation. I amt very much in
favor of canceling of the World War debt just as quickly as possible,
because while I think most everybody today considers that they are
canceled probably as to their effect in the past they probably were a
very bad psychological factor on the whole question of stabilization.

Tile Cnanrar. You don't think it ought to be canceled in the in-
come tax I

Mr. DIEFrNnour. The income tax?
The CHAIRMnAN. Yes.
Mr. DIMs.nwrr ar. Of course, that would be a very difficult question

for me to answer.
Senator BAantr. That was a facetious remark in the first place.
Mr. DInrnoar. I think from the standpoint of our report the

hardest thing, the thing that bothered me most, and I think bothered
others, in studiing this situation, was the transition period and the
possibility of this fund having difficulties in that particular period.
I think when we look ahead to the period after the war we certainly
can be assured that there is going to be a great amount, a tremendous
amount of purchasing in this country by foreign nations. TIhere is
going to he a greater cdenmnd for goods. There is going to be a one-way
movement, very much. The baluice is certainly going to be in our
favor.

Now, I don't see how a fund that depends for its succs, on balanced
payments internationally can get off to a fair stalrt at a time when that
khid of a situation prevails. I air very much botherld over the fact
that if we go into the fund at this time without postponing, there will
be a great hlope in tile world over its success, and I am very anxious
when we go in that we go in at a time when it has a reasonable chance
of success.

I dont like two strikes on it when we start.
Senator BAKLEYr. You don't think that there will be any fund un-

less we go in, do you?
Mr. DMrENDRUa. Well, no; I rather think not. I think everybody

is waiting to see what we do.

7OO77-45---1 ?
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Senator BARKLEY. For us to say we won't go in it would mean that
nobody would go in and there wouldn't be any frnd.

Mr. Dnronr. I dont know. Of course, I assume ways could
be found to potpone without breaking up the whole situation.

Senator BARMLEr. As long as we are postponing there is nobody
going to rush into it. If we postpone, everybody will.

Mr. Dmrmsonar. Yes; that is right. Maybe that would be just as
well, if everybody postponedat last un6l such time as we had gotten
by these difficulties that are coming after this war.

Senator BRaK:¥Y. Might a very much smaller fund be sufficient for
puroses of temporary tabilization?

/~r:. Dm~: ~ I have the feeling that may be so, hut I don't think
that is important if the fund maintains its funds and does not lose
them. After all whether it is large or small, we still ihave our inter-
*st in it, and what we are worried about is whether dollars flow out
in a period of unllUual conditions and create clhaos in the situation.

Senator Munrocw. Mr. Chairmian, may I ask this short questionI
The CAmrna.N. Yes.
Senator MD~mOCK. Is there any doubt in your mind but what there

is need for a stabilizing agency immediately after the warl
Mr. Dnr}.wponp. No there is no doubt in my mind, and I think

that can be taken care of ii the bank through stabilization loans. I
think it can be taken care of to better effect,; perhaps, than in the fund.

Senator Marnocu. But you do agree, if I understood your answer,
that pumb:ably never before in the world was there a time which de-
manded a stabilization agency or fund more than the time right now,
or immediately after the war comes to a conclusion

Mr. DreFrxonM. For those that need it. I agree with that. On
the other hand, I think we have to remember that sometimes we move
too fast for stabilization and it doesn't last. That was the effect
after the last war.

Senator Mmnao. Your approach, if I understood you, is this:
That rather than decide it on the fund, because of the need for it,
you want to decide the question on the chances of success of the fund,

Mr. D nrrwwoa. Right. That is correct.
Senator Muaiocs. You think there aregreater chances of su

by postponement; is that correct?
yMr. lraemetmr. That is correct.
Senator Mmxocx. Isn't that usually-and I say this with all due

respect to the banking fraternity--isn't that and hasn't that always
been the bankes' approach to these questionst

Mr. D 'Ur .Well Senator, I have only-
Senator Mrtnar. That when Iyou are needed most you are ex-

tremel elsewhere
Mr. fltrnsnon. I don't think I can agree to tlat. I have no such

ideas myself. I don't know what always has been the bankers' ap-
proach. Many thirngs are said about bankers, maybe some of them
are true. I am not hero to defend bankers or talk about bankers.

Senator Muarocu. And I am not here to east any aspersions on
bankers, but it seems to me from what we ha" listened to from the
previous witnesses, and from the statement you make now, you agree
that there is a terrific need for stabilizing things, for a stabilizin
agency or fund, but notwithstanding the great need for that, we should
back away from it until success is more assured.
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Mr. DTennocr. Well, I think that is a tremendously important
thing in the world; that we should be assured of success if we can be.

Senator BAimaY. Isn't them any way to assure success without
tbrinin about stabilization, and if that can be brought about suffi-
curly bef ore we go into the Fund to guarantee its success, will the

Mr. DThxwowr. Well, I think the fund is an international arrange-
ment for handling exchange that certainly would be a good one.

Senator BAnrrir. If everybody is going to get stable without it,
what is the use of creating it

Mr. DirwrNour. We are not talking about the ideal situation. We
are talking about the possibility of arriving at a place where the find
has a better chance of success than it does in the transition period of
some year noboldy knows how many. We know the situation is diffi-
cult for a fund that depends on balances of payments. I would say
the same thing about any other plan at this time. I supose, if we go
back to the thirties, why was the gold standard in difficulties Why
did gold flow into this country causing imbalanees Because of all
the difficultie in the world. If that can have that effect on the gold
situation, why cannot it have the same effect on the dollar situation
within the fund?

Senator BARnLEY. Do you believe it would he easier to prevent the
flight of the dollar to which you referred a moment ago, with or with-
out this fund If l'ou say wvithout it I wouldliketogetyour tesos.

Mr. Dixt-noaar. The flight of the dollarl
Senator BARmE. Yes. Maybe it was the previous witness. I

thought you used that as a reason why in the transition period the
fund ought not to be created, because you were afraid the flight of the
dollar would be the result.

Mr. Drrrnvoar. I was talking about the fact that dollars would
be used to purchase great amounts of goods in this country in that
period in order to catch up and it would, of course, come into corn-
petition-*r Senator Bmarew. Wouldn't that happen anyway, whether there is
a fund or notl DHow will the absence of the fund ontbut e to pre-

venting the flight of the dollar
Mr. flzy:wnxw. I don't think the absence of the fund does. I

think the conditions eontribute to that situation. I think first we must
take care of the questions of tariff and international stabilization.

Senator Baxar. Of course, they all dovetail together. We are in
controversy over in the Senate right now about tariffs.

Mr. DiTrEaNor. I understand that,
Senator Tosc. That has been resolved, though-partly resolved.
Senator BAnuKL . I hope so. My idea has been that one of the

things that makes this thing needed is the transition period. If we
can wait until that is over and everybody gets stabla-we understand
that water seeks its own level and maybe currencies will seektheir own
level-after that has gone through a 4- or 5-year process, whatever
it happensto be, maybe we won't need it at al.

It seems to me, during the transition period is just when we need it
more than any other time.

Mr. Dxrywnnoar. Well, I think there is a difference of opinion about
ua
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Senator BAItKLFY. Well, just one more question. I didn't want to
interrupt your statement. You mentionedl the fact that the bank
could do this. The baink couldn't do it under the present agreement

Mr. Drxnnoir. Well, under the amendments that have been pnt
into the bill the bank will take over long-terma stabilization loans.

Senator BaIKLE.T I mean the bank under the agreement entered
into by these 44 nations at Bretton Woods could not engage in the
stabilization of curreneies.

Mr. DInz oem. I thinLk that is correct. There is some question
about it which they tried to correct in these amendments.

Senator TAr. May I say that Mr. White testified yesterday that
they could definitely under the bank undertake stabiization loans.
He said that yesterday afternoon.

Senator IAlntKEt. Only to a limited extent. It could not, certainly,
cover the field provided for in the fund.

Senator T.rT. Not a general stabilization fund of all 44 nations,
no; but the questiol as to whether they could participate in solving

any nation's problem, and could particlpate also in the stabilization
loan is perfectly dear.

Mr. DirnNnonr. I think there is a provision in the agreement as to
the bank being allowed to make other kinds of loans, other than those
specified, under spxecial cireumstances.

Seenator BUnurY. If the bank was authorized to do what the
Stabilization Fund was authorized to do, it would take a new agree-
ment, wouldn't it?

Mr. Dtrnxn-on; . I think that is brought out in the bill in these
amendments. As you know, there are certain amendments here that
will bring up that whole question.

Senator BAlwtr.. These amendments m the bill passed by the
House do not require a reassembling of the nations.

Mr. Dlm ma~on. Of course, that is right, and the answer to that is
that we do not know what the outcome of that will be. hey are direc-
tives to the fund and the bank to do certain things. If ihey don't do
then, we are back where we started, but it raises the question you haves
talked about, Senator. It raises the question of long-term stabilizas
lion loans in the bank. It iaises the question of limiltng the stabiiza -
tion operation of Ihe fund to temporary assistane to members, et
cetera. It seemns to me that this recognizes and admits tllat the fund
may make longerm loans or at least there is a question in somebody's
mind wlether or not the fund can make bmg-term loans. iAnd the
question, of course, in the bank of the stabilization loans.

Now, havinE admitted titat we are asking for a correction of it-
we are not asking for the 4 nations to meet but we are asking our
representative to get an interpretation, and if the interpretation is not
as we understand it, we are then asking for an amendment. wothing
is said as to what happens if we don't get the amendment. If we don
get the amendment we are back where we were before with the same
questiot that has been raised and the admission by sonmebuly, whoever
put these amendments in, that there is that quea4tion involved in the
whole picture. I think I am correct in that.

Senator Tan. Mr. Diefendorf, while you say you think the bank
may make stabilization loans, you don't claim they can run the stabili-
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zation fund and stabilize at one time 44 currencies, which is something
you say cannot be done at all.

Mr. D= Dicar. No; they couldn't do that. They could make loans
for the purpose of stabilization.

Senator TAFT. To part icublr nations to help them stabilizer?
Mr. DxiEmcseomr. That is right under whatever safeguard they

wanted to put in.
Senator TAr. That is what you were thinking ought to be under-

taken rather than a Nation-wide effort to stabilize all currencies?
Mr. DirFnsNoir. That is what I think should be done muntil suchl

time as conditions are different in the next few years.
Senator MTlKINl. IS that another way of saying you believe in

selective stabilization?
Mr. Dlrn¢roumIr. Yes; that is another way of saying it. That is why

I say if it is in tihe bank we could make stabilization loans where we
believe they are proper.

Senator MT'lIN. You don't object to stabilization. Your conten-
lion is that there ale some thing--some countries tlhat are so disor-
ganized and in such chaotic condition that to say you will stabilize
their currency is to say something that is false Tat is. if you aCe-
cumulate these failse things far enough you begin to bog downi and put
a burden on internationa trade and internaltionaln reilations.

Mr. l)lr\rrxRr. That is correct. 1 think.
Now. let me sy also Ihat this hasnever beeen ciled olticinally a stabili-

zation fundr. It'has eenc/eledtheMonetaryFiun. The qiuestion of
stabilizalion ijs soIIILethig that vwe ha,--I mean we are talking about
elimination of contrnls and exchange controls and all other things in
timhe fi..l, 'which we all, of course, are for.

The CHnaMAN.. Wlairever you call it.
Mr. IrrexnxoFr. ]lht we dont know whether or not--exouse me,

Senator, I didn't mean to interrupt you.
IlTe CllaInRAN. Pardon me.
Mr. DnTrxryonlF. Whether we like it or not, there is a period of X

nuimber of years in which you are going to have exchange controls any-
way. It tdoes not eliminate themi wholly.

Senator TAm. Have you a slalenenl, Mr. Diefendorf?
Mr. DIrF , war. No. I have just somne notes.
Senator MlSLKIN. Another question, Mr. Chairman, please.
The CAIRmAN. All right.
Senator MnAnr. Even if you did not have the fund that would not

preclude lomaking selective agreements with countries that were worth
IJlthe risk, would it

Mr. DIF.rewmon. It certainly would not.
Senator TA'nr. As a matter of fact, what do you think as to the

English as to the key character of the settlernent with England, and
EngIlan's difficulties

Mr. I)trnexoRr. Well, I think that is one of the great problems of
the world today and a very hard one to know the answer to. I have
the feeling that when we are talking about international settlements
meand international stabilization, and we are thinking of a country that
has some $12.000,W000.O of debt as a result of the war, that that par-
ticular problem ought to be corrected in some way or ought to be dis-
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posed of as a part of tile international settlements, because I think
it is a menace to international settlements or international situations.
It is just as much of a menace hanging over the wAole question as were
our own war debts which have lasted all these years. We now saya
they were a menace, and I think they were. We would have been fal
better off had we solved those and corrected that situation earlier.
T'loday England is in that some position. Now, that has a bearing.
I donm't know what the settlement of those debts will be. I don't think
anybody knows. perhaps.

Senator MrtrirN. Mr. Chairman, may I ask a question?
Mr. ClIanMAN. Yes.
Selnator MimUltN. Is this not correct: That if you set up a currency

exchange value with a country that is so chaotic that your valuation
necessarily must be arbitrary, does that not have the effect of making
the entire economy of the country arbitrary so long as that relation-
ship is maintained ?

Mr. DiErnxr(n. Well, I want to get this clear. In the event that
we are-

Senator Mun.raxi. If you have an arbitrary value on your currency,
that necessarily affects the internal economy of the country, does it
not ?

Mr. DmRrNnowr. I should think so; yes.
Senator Muwmi. D)oes it not followv, if it he arbitrary at the initial

point, that it keeps the entilre country's economy on an arbitrary besis
Mr. Dirmwnoma. I would think so.
Senator Mwaxji. Therefore, unless you can control the entire

economy of the country, you cannot in the end maintain your arbi-
trary monetary valgation

Mr. Dinniwmr. I think that is correct. Of course, this whole
question of fixing the values of currencies in this fund is going to be a
very difficult one, I should think. Presumably it has to be by agree-
ment. With many of the countries in the shape they are in today,
T do not know how anybody is going to decide what the currencies
are worth. and if they set an arbitrary value, I question whether a
that value will stand. Of corse, the lund will take care of that,
I assume, by the measures, the means that have been set up.

Senator RaDCtT~f. If I understand correctly, you feel that the gen-
eral functioning contemplated by this fund is dwsirable, but that you
think its application at this time is premature.

Mr. DIxromor. That is correct, sir.
Senator RActrrn. And that, of course, is based on the assumption

that if there is an interval of time there will be certain anes in
conditions which would prepare us for a status when the stabilization
might become effective?

Mr. DmLNOr.or. Yes, sir.
Senator Rancnrr. And I think you have mentioned the fact that

you feel that the International Bank's operations could be somethina
of a factor in that respect.

Mr. Dir zxNoar. That is correct.
Senator RALrrm. Would you care to comment on any other factors

which in your opinion might play more or less an active or even a domi-
nant role in preparing us for this status when you think such a fund
could become effective?
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Mr. Drmnnonur. Yes. I think that what we are taling about are
those things which create lack of confidence and those things which
create lack of balance. Now, the lack of balance is created, as far as
we are concerned, by the fact that we sell more than we buy; not only
that, but in the period of transition we are going to do a great deal
more of that. The lack of confidence would be caused by the fact
that many nations in the world, as far as we can see now, are going to
be some time in establishing stable governments and stable condi-
tions, which is the only basis, I believe, on which you can have any
real stabilization.

Senator RAncxue. Well, if the fund is discarded for the time being
at least, but the bank is put into operation, do you contemplate
any other forms of legislation which you think might be necessary to
carry out these purposes, or do you feel that economic processes would
more or less adjust themselves without legislation?

Mr. Dmrnoo. No, I do not.
Senator RAnrcnrr. In other words, lhve you any legislation in sub-

stitution for this fund in case we do not adopt the fund?
Mr. DUn onroor. Legislation in substitution for the fund
Senator ReLfDCPE. Yes; aiming at bringing about a stabilization

obetter economic international relations or conditions, or wlhatever
may be the general objective.

Mr. DimFoonDr. Well, I believe that we have brought out that we
believe the war debts should be eliminated, of course, and the Johnson
Act might be rlepealed in order that the bank might operate. Of
course, we get into qIuestions of tarilffs, and that has always been a
very difficult political question, but it would seem to me that we have
to cognize the fact that if we can bring more goods into this country
without hurting our own economy, we should do it. And I do not
pretend to be the one to saY as to whether that can be done or not. If
we cannot, and we are going to continue to operate in the world in
which we are going to be selling so much more than we buy, and
having only as offsets our invisible imports such as shipping cots,
insurance premiulms, foreign remittances, travel expendltcres, etc.
and not large visil,le imports. then the fund would have very little
chance. I think any other form has very little chance of arriving
at stabilization until those things are corrected.

Senator Tair. Mr. Diefendorf, will this fund eliminate exchange
restrictions and the other hindrances to trade?

Mr. I)Du nonr. It certainly does not eliminate exchange controls
during the period of from 8 to 5 years; on the contrary, it allows
every country to keep them on, and probably rightfully so, for the
very reasons that I say that the fund cannot operate: for the reasons
that we will be in an unusual and unbalance period after the war.

Senator Tarr. It will actrally anthorize the imposition of a lot of
new exchange restrictions, will it not, in occupied countries?

Mr. I)irnNooat. Necessarily that is correct.
Senator Toany. That is a fair statement you just made, I think.
Mr. DTrr:N w-oa. Thank you, sir.
Senator Tarr. Does it eliminate the dangers of competitive devalu-

ation of currencies?
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Mr. DEEFENDORF. Well, f course, that is quite a question. It allows
the devaluation of currencies to the extent of 10 percent without the
consent of the fund. Beyond that point the consent of tile fund is
required. I think there is probably a difference of opinion as to how
far that night go. We have statemennts out of England where itO
has been said, I think, by the Chancelllo of the Exchequer, that
they would of course confer with tile fund, but if they didn't get
consent they would do it anyway. I think Ithat stateient is on lrecord.

Senator TFAC. Well, that statement that says that-
Mr. Drvtr:moilr. I do not think these are very vital things, though.
Senator TArr. The statement that the fund'-I think it' says that

they cannot object on the ground of political policy-
Mr. DreFNDuoRF. That is correct.
Senator TAr. Or something of the sort, to it further devaluation-
Mr. I)ErRnRonr. Tlhht is correct.
Senaotor TAnr. On tile grouqnd brought aboult by the government's

policies.
Mr. I)VinNonR. Yes; they cannot object on that ground.
Senlator Maniurn. Senator, you read thte stlttment of Lord Keynes

yesterday, the guits of which was that they will do whatever is neres-
sarg to do to protect their own position.

Senator TrrA. Ye; I think InLrd Keynes has stated that very
clearly.

Mr. DnraNxnoar. That is right. And that was along the same lines
as Sir John Andelrson, the Chancellor of the Exchequer, made a
statement?

Senator TAnr. Will you comment on that?
Mr. Dr-rwENory. A little more concise.
Senator MhInrlcrN. A little more elegantly than I have just stated it.
Senator rFutamuT. Does that mean that they pay no attention to

the agreements of the fund? Is that the implication of this
Mr. DxrNrnowm. I do not want to Rnke such an implication, Sena-

tor. That was the way it read.
Senator Fnaronre. That is your interpretation?
Mr. D:rtnwo ,ar. My statement is that if Britain thought it was in

their own interests-and I don't know that I disagree with them--if
they thought it was in their own interest and nobody was going to
agree with them. they probably would go ahead. Perhaps they would
gt the consent of the fiund under those circumstances.

Senator FuLDrIOHT. If we assume the nation's won't live up to their
agreement, it is obvious that none of these are worth while, but we
have to assume that they will perform their agreement; that if they
agree to do this they will do it.

Mr. Dfxr.nearr. I certainly do not want to accuse any nation of bad
faith.

Senator TArt My understanding of Lord Keynes's statement was
that he interpreted the fund to mean that they could do exactly that,
becanse--

Mr. I)irynsmionr, Because of the provision under which-
Senator TArt. Which permitted or which says the fund can't in-

terfere with political polie. I didn't see Sir John Anderson's state-
ment, but eertainly Keynes s wasn't in defiance of the fund; it was an
interpretation of the fund that it penmitted them to do that.
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Senator R1ronrn. That would certainly leave some discretion
in the fund; it wouldr't he a matter of arbitrary caprice on the
part of some countries to make allocations of this nature in an atter mpt

it, anyhow;does it not?
Mr. I)rnwEoxra. That is correct. And I would say, and I made the

statenent, that I thought probably before you ever got to any such
point as that you would find a way to meet it.

Senator FtrBtnirr. Is that around the problem of the fundamental
disequilibrinm Is that what you are talking about, Senator Taft?

Senator TAt. Yes.
Senator FutwmoaT. I mean that is the problem which is under

discussion?
The CHaIImaN. Are there any other questions~
Senator FVLuaaoIT. If you are through, I would like for him to

comment oni the same point about No. 2, that the safeguards are not
ade uate to protecit the fund's resources. Just how do you feel that it
would be dissipated? Assume that the fund would become bankrupt.
What would be the rocess?

Mr. DriadNweon. Well I haven't said that the fulid wouhl become
hankrupt. I lmve said tlhat I did not think there were safeguards that
would protect the fund againg the disequilibrium that I think will
prevail in the postwar period, and therefore I think there would be
great withdrawals of do lars, on the fund.

Senator Fanrnou.T We know there would be. That is why we
set it up, for the purpose of having withdrawals. But, as I mnder-
stood, the No. 2 point in the bankers' report as read by Mr. Fiucane
was that the safeguards are not adequate to protect the fund. In
other words, it will bog down, and it will soon come to a point where
it ceases to function, and there will he the loss of our investment in it.
Is that the proper interpretation of that second point

Mr. Dixeuioe. I think that is the point they made; yes.
Senator Fmanrnor. I would like tohave your idea as to how that

is going to come about. Just give an example of how that operates,
because we have been told different from that, and I wanted to conm-
pare the two views.

Mr. IDEFInxia. l:he safeguareds are in the main, of course, the
provision under which you can draw only 25 percent in the year, and !
gsume that was put in there to protect the fund. I can think of no
other reason. The other safeguards are those which have to do with
the-can you give me a steer on what those other safeguards am
(addressing Mr. J. H. Riddle)?

Senator Taur. I will read the first one:
The mminber deSiring to parchase the curreney reprPsents that it is presently

eleled for making In that currency payments whieh are consistent with the
yrovslons, of this agreement:

Mr. Dnrjonsar. That is right. Well, there you have a represen.
tation. And of course, we have to remember one thing: The fund
allows its use for the purpose of correcting an adverse balane of pay-
ments. I think we never want to get confused and think of the fund
as making individual loans in this regard or that regard. We are
talking about an adverse balance of payments. Now, many things
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go into the question of an adverse balance of payments. There is the
quesiion of trade, an adverse balance of trale. There may be a
capital movement, although there is a prohibition against that. There
may be many other things. I think it is very difficult for any fund or
any management of any fund to be assured that in that adverse bal
anele of payments is just the current movement. A lot of things-
I mean we have always found it difficult at least to tell just what is
in an adverse balance. Ilherefore it s.ems to me that it is possible that
the fund would be drawn on very heavily in this period of

Senator Ioftnrnao t. Wtell, just a momnent.
Mr. o riiENsolR. Now, when we get to the point of whether or not

all the dollars are going out of tae fmidnI don know that I am ready
to state that that wouldbe the fact.I think it is a possibility. Of
courn:e, if all the dollars should go out of the fund, or before all the dol-
lars get out of the fund, they would put into effect the scarce currency
povisions against the dollar. Ndw, that particularprovision gives the
fund the right at that time to allow sanctions agmnst the dollar: In
other words, against our trade. I know that everyone says that is no
different than would happen if we didn't have the fund. But we
become a party, however, to an arrangement under which that can be
put into efect; and, of course, the alternative

Senator FairmouTr. Well, wouldn't you want it to be put into effect
Mr. l)DrN:monr. Of course, the alternative to that is that we put

up more dollars.
Senafor Fliamnonrr. We would want it to be put into effect in

order to prevent this continued outflow. Somewhere it has got to
he balanced, either by loan or default, one or the other, or you would
have no fund.

Mr. DhErcNnor. In the past we have always acted on our own in
thnt connection and have felt that we had freedom of action.

Senator FuimolmlnT. But-
Senator TPArr, In other words, if this fund goes in and people put

in restrictions, if this scarcity provision goes in and they put in re-
srictions, they can rut it to an extent where they can't even pay a
their debts to us, as I read the restrictions on scaree currency.

Mr. Dmnw'noxr. Well, there is difference of opinion on that. I
think that you could give it that interpretation.

Senator T rr. Then we are bound; whereas, if there is no fund
and somebody begins to do that, we raise thunder with them.

Mr. DIhr}N:Ixmm. That is correct.
Senator TAFr. And there are plenty of things we can do to them,

so that we can at least secure a selective field throughout the world
where we can operate; whereas under this we agree to be indicted by
the world, and we invite every nation, and we remove any possibility of
our protesting if a nation puts any restriction on the dollar.

Mr. DmraNvolmr. We accept the Keynes principle that the creditor
nation is responsihle if anything of that kind happens.

Senator TArr. Yes.
Mr. DreFremoIr. And thlat is a new idea.
Senator FUrruIanT. Now. pursuing that thought a little more,

the Senator just mentioned if it was a debt they can put restrictions
on paying it As I understand the fund, they cannot restrict paying
what they owe to the fund, because the fund already has it. hat is,
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they have the currency itself. That was one of the points, that the
fund is better protected--its resources are-than the bank, because

the hank is just a regular loan, and if they put a restriction on the

restrict the payment of what they owe to the fund. Is that your
understanding of it?

Mr. JDhENlwa{R.l I think you were talking about debts outside of
the fund.

Senator TAr. Yes, outside.
Senator Frtunnrar. Well, it would be the bank debt. The bank is

a different debt from the fund-
Senator TArr. Oh, no; but there may be-
Senator FtnaMUonT, Or any other loan.
Mr. Dir:Nnonmr. The debt to the bank is purely-I mean there is

no debt to the bank in thile sense that we think of debts. There is
currency deposited in the bank or credit given in currency, and they
have that in the particular-whatever particular country draws dol-
hars puts up its own currency against it.

Senator Fm.mnorrT. In the bankl
Mr. DisENnomr. In the fund.
Senator FunonmrT. I am just making the distinction between the

bank and the fund. As I understaul it, the fund actually has the
currency, and it is a superior resource or a superior lien to aln olrdinary
loan of the bank.

Mr. lDrnlExmxr. I think that is right. That is correct.
Senator Funrluoun. TIherefore would you agrce that the resources

of the fund anre bertter protected than the bank?
Mr. Dlrr:Nrvo. I would not agree that they are better protected,

because, in the first place-
Senator FULRRIGOHT. That is what I was trying to get your answer

to. Wlhy is it weaker and more likely to fold up than the bank?
Mr. Dmrrrxnowr. I will try to tell you what I think about it. Of

course, the bank-when we talk about the resources of the bank being
protected, we are talking about how good the loans are that we make,

Senator FurIRnuoll. Yes.
Mr. DE.zx mNr. We are talking about the ability of the country to

repay in the currency which it borrowed.
Senator FULBRIoT. Yes,
Mr. Dctmnnoar. We are talking about a bank which is set up, cer-

tainly froni the standpointof the act itself, with all kinds of safegua
and with great care to insist on investigation and so forth. I think
those are very strong provisions in the bank, the strongest that I
have-

Senator TAn. Requiring proof of the adoption of a sound fiscal
policy by the Government itself.

Mr. DuwxnoRxr. Many things that ar very strong, and which would
seem to me to safeguard the loans that will be made in the bank. Now,
the bank in the main is going to be a guaranteeing bank rather than a
lending bank.

Senator FunLamorr. Yes.
Mr. Dnmrswor. Therefore, you not only have the question of the

investigation by the bank, but you also have the question of the in-
vestigation by those that make the loans. Now, we assume that some
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banker in the neighborhood isgoing to make a loan to XYZ country
somewhere abroad. He first investigates the loan, and after he has
investigated the loan, and if he wants to take it to the bank, the baLk,
too, investigates the loan, not only from the standpoint of whether
or not it is a particularly good project or a particularly productive
project but also front the standpoint of the chances of repayment and
the ability to get exchange with which to pay them. And let us not
forget that the question of the repayaent of debts to us is a matter of
getting dollars to pay us, in most cases, and not just straight default on
their ability to raise their own currencyo

Now, in the fund we are talking about a fund that has their own
currency in it, and it is worth nothing to us unless we use it. We are
not going to be using this fund. We are not going to have any adverse
balance of payments, and that is the major factor tht has to be present
before the fund can be used. The United States, as far as any of us
cal see, has no adverse balances ahead of it.

Senator Tamr. Well, isn't it true-4
Mr. DLE:-.noJ*F. Do I make myself clear, Selator?
Senator Fi ,nlxoamTr. ;xep it doesn't quite go on to the final con-

clusion as to how this fund will lose its money. I mean, as I under-
stand it, wben this country comes in for an advance it always must
keep a certain amount with relation to gold. That is, if it depreciates
its own currency it has to put mre currency i, hasn't it So

Mr. DImENwonor. Of its own currency; yes.
Senator FuLunouT. Of its own, which bears a certain relation to

gold; isn't that right?
Mr. DiErrxNoIR. That is correct. Now, we are not saying-I

haven't said, and I don't know of anybody that has said that the fund
would lose its currencies. It has been said that it might be short of
dollars and have a lot of other currencies, The question of the value
of those currencies is one of the things that we have.

Senator Tor. Well, it has been said repeatedly from the very facts
of the arrangement that we were giing mone away and throwing
money away. You certainly do not concur in t at statement?

Mar. DirsE owFt . I certainly do not. But I do not know the value,
of all the currency that may be in there.

Senator TonrY. Nobodydoes yet.
Mr. DIEFrNDORn. That is correct.
Senator Fuurmnon. mBecaus, of course, we have all admitted-

that there are difficulties in determining the value of the currencie,
and that probably the most diticult problem, in the initial stages of
any, is how to set that; but I assume that sutely there are some, at
least, New York bankers with enough sense to determine that particu-
lar qietioni.

Wr. DarrrNnor. I would question that.Senator FurLrnalmn. 1)on't you think there are, even with the leeway
of 10 percent?

Mr. hrnrnxDran. Under the conditions that I think are apt to prevail
in the immediate period after this war, I do not think anybody is good
enough to do it.

Senator FUnnLuoRT. Well, there will be risks; of course, we know
that.

262
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Mr. DxrnnronR. I am not talking about all countries, Senator; I
am talking about some countries, of course.

Senator mftwinKiN. Mr. Chairman, may I ask juts one question,

The CiXAnRMAN. Certainly.
Senator Mnrnus. I would like to probe as to the possible effect of

our getting into a scarce dollar position. At that point, as I see it,
a virtual embargo is put upon our exports, and we have invited it under
the terms of the agreement and under the cireunstancea that call
it forth.

Is it not the effect-would it not be the effect of that to compel
those who had been buying from us to find other sources from which
to buy, aid thus build up a great crop of competitors with things that
we have been exporting? Countries have been buying generators from
us, automobiles from us, machine tools fron us, and they would then
be compelled to buy them from Sweden, from Great Britain, from Bel-
giunn, and so forth ind so on. You are establishing an entirely new

iainnel of trade relationships which in the end might seriously affect
our Iongterm exporting habits.

Mr. Dnrdnnamr. WeBl, that would be the purpose of it, of course,
to cause the buying to go elsewhere because of the fact that that would
be the only way you could correct the situation.

Senator MmLgAlsp. Yes.
Mr. S Dtotr;or . That, of course, it can be saide I suppose, could

happen under any kind of a sysem. If we are selling so much more
thanowe are purshasing why, the dollar gets into that position any-
way.

senator MIUIIKiN. But it does not happen----
Mr. DXr.n-DORF. But we have an alternative, of course, of putting

up more dollars.
Senator MdlJKIITIN, Yes, we can ante up again..
Mr. DrFnrNomu. That is correct.
Senator TAFT. A p oker ga ste.

tSenator MtTnsaN. lUinder normal conditions the effect of it doespnot happen in mass and at ontha and you have time and opportunity
for adjusl ments of various kinds which might alleviate your petition
considerably.

Mr. taT};NDOSY. That would be correct.
Sentator Tart. Well, you suggest that, while $2,750O, 00OO is stated,

the conditions are such that it isn't vere long before we will be under
probably a demand to add to that contribution to the fund?

Mr. DIErraNDOR. Well, I haven't said that.
Senator TArM. Or lend the fund additional money?
MIr. I)Dirn.e eR. I have the feeling-of course it would take a long

time for it, severall years-if you had a steady drain of dollars, it
would take several years to come to the point where the fund had no
dollars. My own feeling is that psychologically if it continues, if
the balance continues to run that way, lon before you had gotten to
the point where the dollars are out there will be a great many questions
about the success of the fund in the minds of many people.

Senator TAre. And also they can declare currencies searee beforn
it actually runs out, can't they?

Mr. Drnmansnwr. Well, I don't know that they could. Maybe they
can. I would question that they would.



IBREION W(OODS AGiREMINTh ACT

Senator TAFT. Isn't there this very important difference with the
fund: That the drafts on the fund are practically automatic, whether
a nation is a good risk or not, whether the nation needs money or not,
so that a nation like China, with a quota of $550,000,000, can draw
d$17,000,0O every year almost as a matter of course i

Mr. Dnnrr nrm. Well, I think there are some safeguards that pro-
tect us as to China.,

Senator TAr. Well, what are the safeguards? That is what I
would like to lknow.

Mr. DrrNo;oaFr. I think that the fund has some discretion in that
connection.

Senator TarT. Well, do you think so?
Mr. DIEFrNOor. On a country like China, for instance, I think

there is a provision in there that protects us from a country that has
been occupied.

Would you like to comment on that yourselff
Mr. J. H. Rmn)us. Well, there is one provision there that the fund

ran postpone exchange transactions with a mereher if tile circum-
stances are such that in the opinion of the fund they would lead to
the use of the resources of the fund in a manner contrary to the
purposes; and it has been stated by some of these experts that China,
for example, is in a terribly chaotic condition. Blut I think the
Senator is entirely riaht that the hind does set up tile presumption-

Mr. DInh:t~rotr. That is right.
Mr. Rmth (continuing). That these members hlave a right to bor-

row, and it is up to the fund to prove that they do not have the.right
to borrow.

Senator Tar. That is why all the nations at Bretton Woods were
rushing in to get as big a quota as possible in the hind, and as sinall
a quota as possible in the bank, isn't it, because they regarded the fund
as a license to draw money down?

Mr. Dlrnnown. It has been said that that is so. ()ft couri it
seems, when you look at the quotas and the relations, that some of them

,were based on other things than the qlaestions of trade, I think.
Senator TAnr. What are those S
Mr. Dirminr. Well, for instance as I remember'it, the quota ofRussia is within a hundred million of Great Britain's. That certainly

can't be based on trade. That must be based on some other considera-
tion.

Senator TArt. Is their trade-the British trade was 10 or 20 times
any international trade Russia ever had.

Mr. DirNanowr. That is correct. I believe there was some formula
set up for fixing those quotas originally, but I think that for some
ieasons we got away from that. I think also that is the ease between,
whb is it, France and Holland as against-

Mr. RBor. Well, I think we have pretty well got away from the
formulas, and it was a matter of agreement at Brstton Woods.

Mr. DurfrlDoa . Well, I agree with that, hut it is outstanding in
certain cases. I remember Russia and England as one, and I think
it was the Dutch and somebody else.

The CT:snmrAw. The Senators usually eat lunch to stata on the floor
around 12 o'lock and so I am going to suggest to the Senators. the
members of the committee, that we continue this hearing at 2:30
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o'clock in the District of Columbia Committee room in the Capitol,
so that we shall be near the Senate.

Senator TArt. Well, if Mr. I)iefendorf is perhaps through--
Mr. D)urnlnol r. I have nothing nore, and if tihe Senator would

excuuse me, why, I would like-
Senator Mruaooc. I would like to ask one question or two, Mr.

Chairman.
The CHAIaMAN. Very well.
Mr. Dernrsmoar. I am trying to catch an early train, sir, if I can,

but I am at you' service, of course, if you want me.
Senator MuinoCK. I propounded tins same question to Dr. White,

of the Treasury, Mr. Diefendorf, and I would like to have your view,
of a banker, on it.

Recently the Senate of the United States, at the request of the Board
of Governors of tihe Federal Rleserve System, reduced gold-reserve re-
quirements, as you know, from 40 percent to 25 percent on Federal
Reserve notes and Federal Reserve bank deposits. Do you consider
such a move on our part as a depreciation of our currency in any sense
of the word l

Mr. DTrhzNnos.F No; I do not.
Senlator Murmor. Let me ask this one other question: At the time

it was proposed by Governor Eceles it was quite thoroughly agreed by
all that there were two remedies; one, the reduction of our reserves,
and the other remedy would have been an increase of the price of gold;
that eitlher step or either movement would bring about practically the
same result. Now if we had increased the value of gold it would have
had an effect, would it not, on our currencyI

Mr. DUlxnaOlir. I thinLk it would have had a greater effeet and
would have been-I prefer what was done.

Senator Mrsanoca. But you do not feel that that is a depreciation,
in any sense, of our eurreney

Mr. DIErrrmoRr. No, 1 cannot see that.
Senator Miuam. Mr. Chairman, may I be indulged for just one

question?
T he CwaIRaN. Certainly.
Senator MiTWaNKt. Probing further the effects of our being declared

in a short-dollar position, at that point we would either ante up or
we must modify our import policies; isthatcorrect?

Mr. Dhnsrinfar. That is correct.
Senator Maarin. If we choose to do nothing, then we must can-

cel our contribution to the fund, on the same ground that we are can-
celing our World War I debts; is that not correct Doesn't it come
to that?

Mr.I DIrEooar. Well, if you chose to do nothing, I assume we
would withdraw from the fund, in which we wmould-

Senator MXWnN. Yes. And at that time we would be-
Senator FunuionTr. What? Do you mean to say we would lose

what we put in if we chose to withdraw?
Mr. DnrrEoNr. I didn't say that.
Senator Fuwuaorr. That is the implication.
Mr. DIEnnrrorP. We would withdraw. I had not said that. I said

we would withdraw from the fund, and then we would be entitled
to that share of the assets that were left, for our particular-

Senator FruItno HT. Yes.
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Senator MTLLTKN. And then we would consider what the nature
of those assets would be at that time.

Mr. Drerr Ocar. That is right. We would, of course, have a large
share in perhaps foreign investments and maybe some gold.

Senator MnutaxN. We would have-
Mr. Dmrnnoar. Foreign currency.
Senator MnwKnv. Yes. We would have a cut in foreign curren-

cies which might or might not have realizable value.
Mr. Dr ,nouF. Dependent on whether or not we could use them.
Senator Mimiirx. M's
Senator Fmltno rT. Isn't there one
Senator MIztrKN. And the fact that we got into a short-dollar

position would show that as of that time we had not achieved the
purpose of stabilization and that the world was in quite a state of

itsbalance economically speaking.
Mr. Dinwnore. IBut the worst effect of it all would be the break-

down of the fund and its terrific effect all over the world. That would
be the worst effect, not on the dollars we would lose.

Senator Mmnwr . We would then have to ante up or break the
heart of the world.

Mr. Dlrnzzra. I want to make it clear-
Senator Tarr. Is that a poker term or-
Senator M ocx. I would like to have the witness' answer to

that question.
Mr. Drrmnoar. I did answer it, didn't I? I have no feeling about

the cost of the fund for if we could accomplish the purposes that are
laid out in this fund for a matter of $2,750,000,000 it would be money
well spent. But the real effect of the failure of the fund is the effect
on the whole economy of the world if Such a thiing failed after we
ratify it and become part of it.

Senator FSMaaraIT. I want to ask one further question in that con-
neetion. Isn't there but one answer to disbalan,, whether you have
a fiud or n, and that is that o this ountry, either trough purdhase

of goods or through travel or in other ways, balance its eports adimports?
Mr. Di rNer. That is my feeling; ye; sif.
Senator FumorsT. Now, during this 25 years it wasn't in balance,and you are anticipating a great imbalance in the neat few years, but

the only solution has got to be in this country's taking nothing, hasn't
it, either in goods or services.

Mr. DnFxnern . That is my feeling, sir, but I don't thinkr----
Senator FULanIOr., If we do do that, you would say the fund has a

'fair chanice of operating.
Mr. Dfrrrrxnor, Yes; hut I am not sure you ar going to do that.

That is one of my troubles.
Senator FrtnrnxTr. Well, if you don't do it, without the fund you

are in very had shape.
Mr. I)rnn:xrnon. Well, why not do the first thing first] Why not

get the fundamentals in there before you start to do something?
Senator MutmocK. By that do you mean that we must have political

stability throughout the world-
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Mr. DrrNamro. In certain places.
Senator Miurocs. Before they enter inlto some kind of fundMr. Df rENDow. Well, I mean we must make good on the question

Senator Fukatao~T~~in. ThWes t
* as to whether we are going to buy more abroad.Fmnlno r n ir.That is it.Mr. DThnnmnoa. We are giving ip service to something. We

haven't done anything, very~mueh, about it yet.Senator MUtrO. hDt in't you consider that if we assum tthat thefund will to some degree lend itself to economic stabilization, don't
you think that that is conducive to political stabilization

Mr. DInF:NOrF. Yes; but I don't think the fund lends itself to thatkind of stabilization in a period such as we will be in, with all thesamne things present that were present before.
Senabtr t u chat. Well? but it has never been tried befoe, and tileworld ihas cone to chaos without it.
Mr. Denr.om,. Well, no fund of this kind has ever been triedbefore.
Senator Mmro. That is what I say. And the world, notwith-

standing th at faet, has come to elaos.
Mr. D rNlon. Of course, maybe I am incorrect.Senator Mmr.dcx. It is in a chaotic condition today, and isn't it

about time that we may'l tried somothing newoMr. word no. Well historically I haoe always felt that you couldforecast better on the things that have happened than yo u cav on the
things ahead.

Senator FMwarnolrr. So you can forecast definitely we will endup in the same mess we are i if you don't do anything different, can't
youw

Mr. Dn nxtFtNfr. Yes.
Senator TAr. Mr. Diefendo, ther e is one the ing I want to sug-gtest: If you had b,750t,000oo to disp ense in the world to stabilizeihe world, do you think you could acomplish more by daling with

it direnly than by putting it in a fund of this sort In otler words,* is it diffused here in places it ian't needed, and unimportant places?
Mr. Drnxoanr. Well, of cours-
Senator Tna. If you concentrated that money in solving one ortwo problemsMr. Dinrxmno . When we say if it be diffused, it could be. Idon't know that at all. I don't know w ht $2,75O0,OOO may do inthe world. We are talking about lots more than that in the bankand I think that will do a great deal to carry us over the period that

we are talking about.Senator RAnnmn. Mr. Diefendorf may Iask a question followinguip what I spoke to you some time ago about thle matter being pre-mature: Do you feel eonditions are in such a distresaed condition
now-

Mr. Dmnroai&. I am thinking more about the future than right
now.

Senator Rn . Yes. thnt any such chan-e as has been sug-gsted would be too hazar ous? Are you optimistic that those con-ditions are going to improve if something isn't done?
Mr. hnsr, omr. I must he optimistic that they are going to improve.
Senator RADcltaI. Well, I mean is that optimism just based upon

0a~w t* - i--2s
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faith, or does it rest upon cortain comerte factors which you have
in mind which you think are in operation or which will develop?

Mr. DIEFENesneo . Well 1I have questions it my mind. I hope that
we are going to attempt to solve these roblems. I certainly believe
we are going to solve the questions o peace and security. I havey
that much faith. W

As to the questions of whether or not we are going to import mudch
more than we have in the past, that is a hard question to answer
because people change their minds so rapidly over a few years. i
tlhik today that most everyone, certainly all of my associates that
I talk with, believe in the theory of redhucig tariffs, and either-
probably preferably by the reciprocal trade method, and certainly
lhbor is on that side, which in the past it was not. I am not so sure
of what may happen 5 or years from now, or some given number of
years, because it all depends on what the effect is.

There are other questions involved in that. There is the question
of whether or not the idea that we are going to maintain a national
inome of a hundred and forty million dollars or some such amonnt-
which I think would he helpful in the whole question of whether or
not we balance this situation and whether we buy more abroad,
because certainly with larger incones in this country we do travel more,
we do buy more luxuries, we do a lot of the things that help bring
about the kind of a situation which we would like, but I don't know
whether that is going to happen.

Senator RADlrYE. No. If conditions do not right themselves, and
we remain in the present situation, which is certainly a very unhappy
one and a very distressed one, for a considerable period of time, do you
think it is quite likely that you would be willing to take the plunge
later on?

Mr. Dlrnrmnor. Into the fund?
,Senator RAncLrnF. Yes.
Mr. Di:rooiar. Yes; I think I would.
Senator RADCLrFE. Well. is there any advantage in waiting?
Mr. DIhrnNov. If all these conditions are what you say.
Senator RA^LIFrE. Well, I mean suppose they do not mlprove.

Mr. DnreNooirr. Olh. I didn't understand your question.
Senator RADCuar. Suppose they do not improve.
Mr. DrewsPror. No; I would never advocate the fund under those

conditions.
Senator RADWLWFX. You would never go into the fund with condi-

tions existing as they are today?
Mr. DIEFENDweI~. And, as I say, with the uncertain conditions just

ahead that I think will revail.
Senator RA^iFFrn. You would rather endure the lot Tou have?
Mr. DrIEVnNorr. Well, I do not think the fund is going to correct

that. I think you are giving the idea of the fund doing something
which it will never do, and you are going to have failure ahead of you.

Now, then, I want to say here that I o not think we should always
think of our solving all the problems ourselves. There is a lot to be
solved by somebody else. One of the implications of this fund that
always bothers me is that the fault lies with the creditor, with the man
who is on that side of the picture.
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Senator RAncUn'n You say you do not think the fund is going to
o the job. Do you think any other factors will do it? If not, there is

1 pretty pesimlistic reinspect ahead of lus.
r. I)lrr:NvoR. Vel', we have solved problems abefore without a

arund. We have found ways to stabiize cunhency before.W Senator RAlJ:LarE. I know, hut we usually have onmething prettydefinite and concrete in mind, what we are goimg to do.
Mr. DIt rNnon. Well, aren't you being too denite at the wrong

timel lunym opinion you are.
Senator RA,,cl *n. If you tulr down a oncrete proposition it

is asually desirable to have something concrete in ind and not
simply rely upon the abstract hope that something will develop or
that proeesseis will readjust themselves.

Mr. Dxnomroar. Well, perhaps time will tell whether or not we
prefer this kind of international nement, a fund of this kind
with provisions for devaluing currency, and so forth as against the
gold basis. Iwouldn't think either would be good right now.

Senator TArt. Well, I suggest Mr. Diefendorf, there is a very
definite thing that can be done and that will have to be done whether
the fund is put up or not, and that is: Settle the problem with England.

Mr. DmEr:nwo . Certainly.
Senator Tar. In other words, to stabilize the dollar and the pound

on a permanent basis, which can only be done if you probably make
somre loans to England, help them sdlve their block sterling balances
and set up--and Isu gest if you can do that particular one thing you
aeeomplish two-thirds of the purposes of stabilization that are con-
tained in the fund.

Senator RAOmraFT. Well, wouldn't the fund probably facilitate it?
Senator Tart. It certainly would not.
Senator RAnctrz. It certainly would not militate against any such

plan as that.
Senator TAnT. No; but it is just wasted, because the whole question

is whether you can start with English stabilization. If you can, you
ecan stabilize two-thirds. If you can't, you can't stabilize anything,
and the fund is a complete failure.

Senator ROnFr. And do you think the creation of this fund and
its operation would be of no assistance whatever to us in working out
a balance with Great Britain?

Senator Tar. Absolutely no assistance whatsoever, in my opinion.
Senator RnrCanT. Well, of course, there may be difference of

opinion on tlthat.
Snlxator TAF. Well, what Lord Keynes says is right. Lord Keynessays, "Yes; this is an iron ration. this is just an iron ration," this

fund. He says so in so many words in his speech: "Yes; we may want
to give them a litJe.'" In other words, we give them a little bite to
eat while we are negotiating.

Senator Rancnrn. Well, that is something.
Senator TAFT. But he still takes the position that this is of minor

lxn-'tance to England.
Senator RADm. Well, but if it is of minor importance it is of

some importane. Yousaid ithasno importance whatever. Even if it
is only an iron ration, it is something.
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Senator Tar. It is something by lending England the amount of
money they can draw down in tlis fund the first year, which is about
$300 ,00O00. As far as helping the English situation is concerned,
this is just equal to a loan of $300,000,000. That is what it is equal to.a

Senator RACLW But even Lord Keynes says it is something.
Senator Anrr. What?
Senator RADcuFFE. He says it is something.
Senator Tar. An iron ration.
Seniator Rxncun But that is better than nothing.
The CaMAMAN. Well, we shall meet at 2 30 in the District of Co-

lumbia room in the Capitol.
Mr. Dtixnnoc. Do you want me again, Senatorl Do you feel

that I should stay over?
Senator TArr. Mr. Chairman, there is one question I would like to

ask Mr. Diefendorf. This report is a very carefully prepared report,
and it isn't very long. I think it ought to be part of the record.

The CHAIrMAN. Perhaps we can put it in.
Senator Tal. There was no long, prepared statement.
Senator RAIc . IDo you want to catch a trainI
Mr. Trhzmvonr. Yes.
Senator RAoiwrrr. What time?
Mr. DX NDoart. I am trying to catch the 2 o'clock train. I don't

think you need me, Senator, any more.
The CHaXMAN. All right.
Senator RAoDCUlJIE We need you, but-
The CTlAJMAN. I don' agree with you in everything.
Mr. DrrFr, nour. I appreciate that. Well, then I may be excused?
Senator TArn. Well, let us discuss that question later.
The CAa~mMAN. I thnijk so.
The WmNnss. Thank you sir.
(Whereupon at 12.15 p. in., an adjournment was taken until 2 :Z0

p. m. of the same day.)

The committee resumed at 2:30 p. mn. in the District of Columbia
committee hearing room in the Capitol, upon the expiration of the
recess.

The CHAvm*A. The committee will reume. Is Mr. Palyi heret
Mr. PALm1. Yes, sir.
The CHrAIMAN. Please take that chair at the table opposite the

committee reporter.
Mr. PaYi. Certainly.
The CAnmuanc. We will be glad to hear from you.

STATEMENT OF MIELCHIOR PALYI, CONSULTING ECONOMIST,
CHICAGO, tLL

Senator TArr. Will you please give us first your name, and your
qualifications and history?

Mr. PAimy. My nurme is Melchior Palyi.
Senator TA r. What is your history and experience in matters of

this kind?



BRETON WOODS AGREEMENTS ACT

Mr. PnY. I am Hungarian-born, an American citizen, and I
studied and taught in different European countries; Hungary, Switzer-
land, Germany, for almost 25 years. I have been teaching money,
banking, and international finance in universities and graduate schols
of Germany, Britain, and the United States. My practical experience

Win the field began in the last war when I was for awhile advisor to the
Austro-Hungarian Bank, the central bank of the Hapsburg. monarchy.
Then I workel for a year in a-German bank as foreigr-exchange
operator. From 1927 to 1933 I was chief economist of the Dentsche
Bank, the biggest cntinental bank, and in the crisis of 1981-33 I was
adviser on foreign exchange matters to the Reichshank.

Senator TAIr. Whlere was tbat?
Mr. PALYr. The central bank of Germany.
Senator TAnr. In Berlin?
Mr. PAtli. Yes, sir. I was a sort of dollar-a-year man but did not

get the dollar. When Hitler drove me out of the country I went first
to Britain and was a guest of the Midland Bank for 9 months, invited
to lecture at the University College of Oxford. Then I was invited to
this country by the University of Chicago. I taught there, and at
Norlhwesftern University, and at the Univerity of Wisconsin. The
last few years I have been consulting economist connected with differ-
ent financial institutions in the Middle West.

Senator T*Ar. Will you mention what hinstitutions they arel
Mr. PAIrYL The Northern Truist Co. in Chicago, and the Central

Life Insurance Co. of Illinois, and quite a number of others, minor
ones.

Senator TOnIery. Were you associated with Dr. Schacht?
Mr. PAYIn. At the time Schacht was president I was not olficially

connected with his bank, but I was a very close friend of Schachts
for a while.

The CHAIRMAN. Under Luther?
Mr. PAlet. Yes, sir; I was connected with the Reiehsbank under

Luther.
Senator TA. Did you testify before the Committee on Banking and

Currency of the House of Representatives?
Mr. PALYLr Yes, sir.
Senator TAnr. Have you a prepared statement in the way of an

over-all statement on this sublect that you would like to read to us
before qnestioning?

Mr. PALYX, I have no prepared statement, Senator Taft. The invi-
tation to appear came very suddenly, and I expected to be ques-
tioned. But if you wish me to make an introductory statement for
disceussion I will be very happy to do so.

Senator TAn'. All right.
Mr. PaLY. May I start out by saying that I do not think your job

is very enviable herm discussing Bretton Woods, nor is my job in doing
the same thing, because we are discussing the tail end of a much bigger
Ansimal, so to speak.

As I understand the situation, you will be expected to put up some-
thing like 6 billion dollars which will be at the disposal of these
institotions to lend to foreign countries. And I understand, beyond
that there are very large plans pending, such as $4,000,000,00 to
$12.00,000,000 to Russia, great amounts to Britain, France, and so on.
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Whether or not that is true, I do not know, but I do understand that
to be the case. Tie $6,000,W000,000 involved in the Brltton Wxoods Pan
is just a small part of the much larger project; and I do not see how
we can discuss the stabilization effects of $6,000,000,000 if you plan tola
spend sixteen or twenty-six billion dollars altogether.

Senator TAn-r. I think you should assume here, first, for the purpose
of your testimony, that this plan stands bWy itself, as if it were the only
plan, perhaps supplemented by some Government loans of two or
three billion dollars.

Mr. PALYI. If you have in mind Export-Import Bank direct loans,
perhaps leaving tem out will make things easier for the sake of the
discussion. Of con's,, they are only a minor element and it makes
umalistie a statement about it, leaving out some of the importaut
thinge in the picture.

If anm to refer to the Blrtton Woods pIlan the first thing that
oceurs to me is that it is to be broken up into two parts, very strictly
separaltd--but can they be so separated in fact -- awhis are discussed
in publ'e so nnlb as two entirely different institutions.

Now, from the point of view, not of technicality but of the main
purpose-stabiliz:ation--I do not see any differenee whatsoever be-
twx en the !mid and the brunk. As a matter of fact, thi two iccomplish
exactly the same thing. To me they look like this let us say for
example, that Rula wants to buv from tile General Flectrir Co.
some utility equipment, perhaps to the extent of $10,000,OtO. Russia
comld do that iunc the Bret l on Woods plan by two differnt ways:
sle can order the equipment from the General Electrie Co., and when
it conies to paying for that equipment she en go to the fund with the
bills, so to speak. Or Russia can go first to the bank and say: "I intend
to purchase $0tXX,00(OOO. worth of elquipmernt from the General
El tri Co. Will you please give me the funds for that pnrpose?

Now, I do not see what difference, if any, tihere is from the point of
view of stabilization, whether you ask for the money filrt and then
make your purchase or you buyfirst and then ask for the money. The
stabilizing effect in either ease is that the cental intitution, disregard-
ing technicalities, provides the money. So both ititutions serve
the sa e pnrpose, namely, if I remember the law, that of taking care of
the balances of payments. That is exactly what it is, balancing un-
balanced marinis, in the balances of payments, whether by the fund
or by the bank.

Senator Trar. Do you say you cannot separate temporary shortages
from long-term shortagesl

Mr. Panl'. There is no such separation. You cannot separate
Ihem: I mean, credit for a long period and money for a short period.
Tihe distinction between short-erm loans and long-term loans comes
from our banking practice, which is not applicable here. 'There is no
such distinction here, whether you buy cotton or you buy copper or you
buy utility equipment which amortizes itself in 75 years. The fund
steps in and pays for it as soon as the buying country does not have
the money to pay. The commonly accepted distinction between long-
term investment, and shortterm investments does not apply here.

I should like srnnebody to point ou page and paragaph where
it isclaimed that any such distinction may be found. There is no
reference to any difference between the two in the statutes. It would
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be of no major consequence if it were, but there is no such distinction.
Th. only thing the fund excludes is something like this: If the Rns-
sians would enter the New York Stlock Market and buy slock of the

'G eneral Electric Co. and then make application to the fund for the
~noney to-pay for that stock, then the fund could say, 'That is no part
'ofourbunsess. Thatiscapitaltransaetion." Yes; thatisexeluded.

What they mean by capital account is not capital goods but capital
rights, such as stocks on an exchange. Therefore, between the funld
and the bank I cannot see any distinction. Most of our banker friends
are simply misled about the whole thing, as though it would be the
same thing, like the distinction between short- and long-term trans-
actions in normal banking.

Senator TAFr. It has been testified here that Russia might under
the fund borrow 25 percent of its quota each year to pa, for perma-
nent building. That is your view of it also, is itt

Mr. PALY. Surely. It doesnot excludeit. You mnight have theo-
retically an arbitrary management that would say, "I won't pay your
bill except it is a hill for wheat, cotton, copper, or -hort-term consuner
goods." In prnactiee you cannot have a management that will do that.

Senator Tnrr. Section XIV of the bill was apparently put in with
some idea of stopping that. Have you read that ameindment made
over in the House

Mr. PAL-n. Yes.
Senator Tarr. Which takes the position that the authority of the

fund should not extend-
leyond current monetary stabilization oiperatlo to affo temporary assistance
to mllembers In onnetlio)n with seasonal, cyclical, and emergency fluetutations in
the ialance of payments of any member for current transactions.

Mr. PALyI. Suppose Russia demands electric utilities to be erected,
whatever the cycle in Russia is, or whatever the emergency is--that, is,
capital good of a durable nature. And we will say that she does get
the long-tern credit, but at the time Russia has to pay she has not the
money. Or course, she could get it from the fund, according to the
tatute.

Senator TAnr. Let us suppose that England ran short of pounds,
we will say, by paying a part of the debt she owes to India.

Mr. PALA. ThIat ks a diflferent case. That would be t capital ac-
count. Well, now, I cannot answer that question so positively. Pos-
sibly then that would fall under emergency. I answered you too fast.
I apologize on that. It could be construed as a capital transacetion.
But let us say vou pulchie a commodity, and. how can you say what
eommhity is short term and another commnodity is lon g term ? Sup-
pose Russia bnvs iron to taiae utility plants; is the amount of iron
purchased long-term or sort-term transaction. The whole picture of
the fund, if you read throug the statute, is that any sthortage ininternational purchasing power arising from what is regarded as
normal or regular commercial transactions, such as buying goods.
buying goods of one country by another eountry, should be a normal
matter.

Senator TAnt. What is your conclusion there!
Mr. PanyL My conclusion-there is thft the bank and the xnd are

one-that there are no two separate institutions.
Senator Tar. Are what?
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Mr. PanL. That they are one and the same institution, serving the
sane purpose. Yes; there are two plans involving a little different
technique in each ease, and that may have some justification for tch-
nieal purposes, but I do not see any difference in stabilization effect.
And the two have to be judged together.

SeCnator xnr. l)o yoU think it would be an effective means ofw
stabilizing?

]M[r. P^LYL Thlt is the next question, whether the whole amount
is effective.

Senator Tan. There is the bell. We will have to suspend for
awhile to go to the floor of the Senate to vote.

The CnAIrMAN. The committee will stand in recess for a few
minutes.

(Thereupon the committee was in recess from 3 to 3:10 p. min.)

Senator TAr. Mr. Palyi, what is your opinion as to the effective-
ness of this fund and bank in achieving stabilization of curreneoe
in the worldI

Mr. 'PALn. I was just beginning to talk about that before and point
out a rather minor detail to elininate it at the outset, namely, that the
bank statutes do not contain any rovision in that direction at all.
Since the function of the bank is tie same as that of the fund; it is
possible that people who borrow from the lank do not live up to the
provisions of the find about stabilization of their currency. What
the bank statutes say is that members of the bank have to he members
also of the fuid, but so long as they are members of the fund they call
ask for credit and get credit fromt the bank even so they dont live
up to the standards they should live up to according to the provisions
of the fund, But now, coming to the fund's provisions, I am afraid
I will have to summarize at the outset; what I thilk about it is that
this plan as it stands does not acomplish stabilization. On the con-
trary, it creates a new instabilizing foree of a very dangerous natre. a

The CHaImAn^. Are you talking about tile bank or the fund?
Mr. Palt.P The fnd. The bank statutes do not say anything about

that. I am speaking now only about the furid, and I am rferfring to the
terms of the fund statutes, the terms in which the statutes deal with
the problem of exchange rtstrietions. Exchange testrictions are not
only an evil matter, a result of a lack of stabilization and an inter-
ference with the free flow of goods and eapital, but actually they are
creating instability. Nothing in the world can create more exchange
instability than a system of exchange regulation in a major trading
country. I don't know whether I ought to go into details about that.

I feel I know something abnut it, b}cal, I was a party to the organ-
izingof the German exchange regulation in 1981, and I saw them grow
from a very little beginlnng into the worst system of strangulating
foreign tae that has ever existed, not only Grman foreig trade but
the foreign trade of other countries as well

Senator Tar. I think it would be interesting if you would deseribeo
what they were, Mr. Pali.

Mr. PAnb. It began simply with the Gennan banks defaulting on
the deposits of foreign banks. They just couldn't pay them. They
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had total deposits of 14 billion, and 9 billion belongd to foreign banks.
I am speaking now in gold marks, not in dollars. It was just out of
the quetaion to pay that out. Nobody would loan Gennany any money.

So they fell on the solution which they borrowed from the Russian
'pattern, to simply say that "the money is not available for the time
being," which lead to the stanldstill agreement, with tihe banks in
default since 1931.

That has been renewed until the war began between Germany and
England. That seeied in itself an innocent action. The bankers
just hlad to wait until the Germans were willing to pay little bits this
year and next year. Buiit soon they ad to forbid the ex[prt of eapital
altogether, because a country whiech cannot pay debts to foreigners is
not a country in good redit stanling, and the GJermans themselves
started to export calital, bringing it to Switzerland and elsewhere.

iSo tGey had to be prohibited from doing that.
The next thing was that therv thad to stob the touisats tnaftic, bp -

cause it turned out that thate tolrist were tnkig the money out of the
cooatry whih a mealnt that they had to look into eveaibddys pocket
who left the country open evely ear and go inside of every railroad
train to .ee whether any money was hidden in there. The resulit was
that they had to put the tourst traffic under the stricts t cmtrol and
limit the amount mta tourist migbt take with him.

Moreover, the cohisequene wpas tit thoe loner the system lasted
tie ass the (Rermans could get credit. In the I)elusehe Bank, wlich
I was connected with, we could ret $10,000,O credit by jlust rending
a telegrm.. By 192 we Couldni get l0.(X) edi in the world out-
side of Germany. We just ot no more credit under it system.

Then, the next thing was that foreign trade had to e manitpulated
because it tulirned out tat you can export capital in the form ot
gadls. such as selling goods abroad and keeping the export proceeds
abroad. So you had to control very strictl who sells w at, and
what does he do with the proceeds. Then it turned out that you
can also export capital by importinag goods. Tlhat was a vely nrce
atrick which some German businessmen developed, buying cotton in
the Inited States with the permission of te Reiehsbank, bunyingit with Reichsbank gold reserves, and then simply saying, "Don't
deliver it to e, ust keep it in my name until I come myself and

Then, of course, in order to control that they had to resrt to the
most extreme authority over what could be bought abroad. l'he result
was. there was no augle of international reltio that did not pass
under the strictest of colltriol, alnd there was no moe international
trade of a normal kind-every trade had to he balanced with an offset,
an import with an export Virtually the whlole thing was taken bwr
by the Govenument, and a vicious system of clearings and payment
agreements was developed which was only the logical consequence of
the initial proposition.

Now, then, while that was a neceseary proposition and was so re-
garded by everyone, it gets a country into a very bad reputation.
Countries which do that are regarded badly behaved in intrnational
relations. Unless they do it for a very short period or in very mdet
fashion, they are lust sort of bad boys, Moreover, retaliations follow
laturally. The other countries retaliated against these nmasures by
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similar nmeasureas or raising tariff or boycott meansures. Naturally
they didn't tolerate that interference with gexpo and tourist traffic.

Iow what these statutes of the fund do ver7 cleverly, sub rosa, so to
speak, is to introduce the same methods of foreign-exchange control a
and ake them legitimate, not only tolerable, but sort of desirable.
They alost induce countries to pntroduce freign-txchan e regula-
tions and make them sort of acceptable in good society. they take
off the blamn fron, the cmntuy which uses those methods. There will
he, 1 amn afraid, a situatio crsated that will have it very bad moral
effect and which will have tery grave economic beasequncees.

Senator TArr. Ae you referrmng to article XIVi
Mr. PALrt. I am referring to the whole set of articles. Let me

begin with that, Senator, In the firat place the fund management
cal permit in individual cases that foreigumexehange regulations
should be introduced. That, of course, depends on management how
far it will permit that.

In thle setoi d place, under article VI, section 3, that members may
exercise such ontrols as aIre nes arr to regulate international capital
movements. Now that paragraph opens up the whole system of for-
eign-xchange regulations, and I am afraid theauthor of this para-
grapha did not ealize what they were doing, because if they had
realized it they wonthl have at least put something more into that article
to avoid the con' ueneoes.

Senator lanl. ,,fhat article is tbht!
Mr. PAnT. Section 3 of article VI on capital transfers. Of course,

there is o definition of what a capital transfer is. A capital trans-
fer can be almost anythirng. You nmay ship cotton and it is capital
transfer if you use it for capital purposes. It is capital invested
in some form or shape. I referred to the example of tourist traffic.

Tourist traffic is not a capital movement, but if you want to make
capital transfer ntrol effctiore you have to control tourist move -
wnent so as to avoid capital movement taking plac throuph the pockets
of tourists. A very authoritative Englishumrin told me rn London this
winter that te Blank of England, or the monetary management of
Britain, is definitely not going to permit tourists going out of the
country, unle. y they are going to countries which ake care of the W
exp enses of te tourist, but not if a foreign exchange problem is in-
volved. In other words, the British will have to enjoy nature and
alr at home. Tlhey cannot tivel abroad. How could t.ey maintain
thle control of capital transfer if they don't keep the money at home
in the form of cash in the pockets of the public?

Senator Tagr. Let me read this section 3 and see if I understand it:
Members may exercise such cntrols as are nscari y to rgoclate lnternational

caplitiaIl movntiae ut iio m nielhir miay exercise these onitrols in a manner wiucih
will restrict payments for current transactions or Whl(!h will uiduly delay tras~-
fris of the fund in settleuent of commitments, except as provilled in article
vII, section 3-b. and in article XIV, section 2.

Now, it will be said that this lanuagge-
but no memrber may exercise tbese controls in a manner whtrh wilt restrct pay-

mnitS lor curietit translctions-
may prevent what you say from being brought about.

Mr. Panx~. No; it doesn 't prevent it becau~s there is no definition
of the difference between a current transaction and a capital transfer.
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As I mentioned, you buy cutton for the purpose of investing your
money in cotton. Is that a current transaction or a capital trans-
action? What about the tourist who takes money in his pocket for
the purpes of spending it on the Rivera? Is that a transfer in
capital for current or capital purposes In either case money has to
be exchanged against foreign money. If you permit then, to do that
your whole capftal transfer control breaks down. You cannot control
effectively capital transfels without controlling the purchase of goods
and witlhout controlling tourist movement. Therefore, that language
doesn't help any because the lanmfge does not give you any defintim.Nor does it say who decides about that. Presumably each individual
ountry has a right to decide that matter, but at any rate, tchere is o
power given to tihe manaaement to aut up definitshms and detenrine
that Britain is violating c is article uI, s tlion 8, if Britain introduces
control of tourist traffic and say that nioboly can leave the country with
more than £10 in hi pocket to spend on the Riviera.

Now, that is not the whole story-ay
Senator Ft undr In that cone"iton, do you think that on page

36, article XIX-(i):
Payment for current transactions meate pryments which are not for the

purose of rasfer ring eaptal and includes without limitation all payments dueIn connection with foreIlgni trade and other .rrent business Including setvie'sand normal hort-termn banking and eredirt faeiities-

would cover the situation you are speaking of
Mr. PAL. No; that is not a special definition because it say.-in the first place under IV it says, moderate remittances for family

living expenases." What is a moderate remittance for family living
expenses If J. P. Morgan lives on the Riviera that is a different
amount than if I live there.

Senator Tonxy. Einstein says everything is relative It depends
on what your tandard of living is.Mr. PAlYn l'hat is right. Therefore it doesn't define anything
Whlat is moderate Is ±20 for a tourist to take along with him to the
Riviera moderate or less than moderate?

Senator Tanr. Les than moderate.
Mr. PALY. Well, it doesnt say so.
Senator FtmaBoHT. It would be easy to say a million pounds would

be more than moderate.
Mr. Par. Surely.
Senator Fxm owR. How can you be so specific in determining it?

I don't think you would like for them to say £100 is all you can take
with you.

Mr. Panlmr. That is the point. I would say there is no way of de-
termining at all. Therefore, whatever you put in is absolutely arbi-
trary.

ISenator Taer. Don't you think that you are straining at gnats
and swallowing camels here?

Mr. Pan. I don't get it.
Senator Toney. You would if you ever swallowed a camel. I mean

you are picking out little idiosyncrasies in this text and holding them
up; aren't you missing the great objective of this proposed plan, both
of the bank and of the fund I

r

Ro ·· ·l~-g n k, M1.Bii~l

W
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Mr. PPanyX. Senator, I can go through this whole thing-I am just
going from point to point now, and this is one point among five or
SIx.

Senator Toner. I see.
Mr. PaLLn. I just wanted to point out that on this score, to say the

least, tbere is great dan er that all sorts of manipuLations and foreigli
exchange practices will ge introduced under the pretext of controlling
capital movements. More than that, they will have to he introduce
if the control of capital transfer should be made effectiven by this is
only one point amongst several. If you will peramit me to go on I will
be very happy to accept your criticismo when I get through.

Senator FraMa'r. In that connection, I don't think any of us be-
lieve we can make an instrulent that frees us from the necessity of
some judgment in mainagemenrt. We necessarily are going to have
to rely upon the reaonmable judgment of the management of the fund.
I dont think we expect to have it work without that judgment. It will
be ip to them to make decisions oi n matters of that kind, whether it is
moderate or it isn't.

Senator TAnr. May I interrupt, Senator Fulbright? I don't think
yof waere here at the start of this discussion. The purpose of this
whole discussion, as I understood the witness, was to show that the
whole fund support, instead of eliminating exchange restrictions,
necessarily makes them legitimate and invites countries to increase
exchange restrictions rather tlhw to decrease them. That is the point
of what the witness was saying before. These are only examples of
that point, as I understand it.

Mr. PAL". Don't misunderstand me, Senator. I am happy to
have your questions or remarks while I au speaking, and I would
like to remind you I am going over a number of points in this whole
picture that implres me as significant. This is only one little item
mn the picture.

Now, going to the next point, section 4 of article VIII, foreign-held
balances.

Senator TArr. What page is this?
Mr. PAnLY. Section 4 of article VIII. If a debtor country owes

money and tile question of repayment arises. Here is something even
more gineral than the question of capital transfers. It says:

Each member shall hobuy balances of its currency held by another member if
the intter in requesting the pmrehase represents (1) that the baances to be baought
have been recently cqunlred as a result of current transactions; or (2) that their
conversion is needed for making payments for current transacton.

Each member shall buy balances of its own currency, meaning to
repay its debt. A dollar balance held by another country is a debt of
thile United States to another country. In nontechnical language the
article deals with the question of repayment of debt, and it does not
matter what kind of a debt. All kinds of balances it speaks about.
Then a debtor has to repay-I change the anguage, but it has the
same content-first, if the creditor represents that the balances to be

bouglt have been recently acquired as a result of current transactions
if they have been recently acquired. What is recently? No definition
anyw here. In other words, a debto sany this ~banoe was here
sometime ago. Therefore I do not have to npurehasa that balance.
In other words, I don't have to pay on that debt; which is nothing
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else than a foreign exchange restriction because it doesn't say I default
on the debt forever. I just don't pay for the time being. That is tile
essence of foreign exchange legulation under another name.

That comes again in the distinction between capital transfer and cur-
ll rent transactions. If it is capital transfer it does not apply. But
whtat is a capital transfer~ In view of the fact that the tistinction
between capital transfer and current transaction is one of paying a
debt or not paying a debt. I don't think I anm too tecbnical in asking
that somewher a definition of that ought to he made clear. As a
matter of fact, the importan)ce of tis is that it is impossible to make
any distinetion between the two beanse it depends on the i tntention
underying each transaction.

Secondly the debtor has to pay--I am using that vulgar language
instead of saying it has to repurchase bualanes of its own currency fi
the ceditor represents that the conversion of that balance is needed
for making payments for current transactions. That means that, if
for example, supposing we are the creditor and Greece is the debtor,
if Greece owes us a balance in drachma and otherwise doesn't pay, but
if we buy Greek tobacco, we can use our balance in drachmas to pay
for it and the Greeks cannot say, "No, we do not accept our own
drachmas." That they have to accept under any conditions. If we
make a payment after we have received their goods--again a current
transaction once more as against a capital transfer-then the Greeks
have to pay, that is, have to accept their own money in lieu of payment.
If we buy something in Greeo why should they refuse payment in
drachimas But now comes the realy interesting part of section 4-
namely, under B.

Thile obligations under A do not apply at all when--here is the point
I would like to emphasize-when the balances have aceumulatoed as a
result of tr:ansactions effected before the removal by a member of
restrictions maintained or imposed under article ±IV, section 2.
Now, that means if a member had its currency under restrictions for
somen time, or has put it under restrictions because of special eimrcum-
stances, with the permission of the fund, or witlout even asking the
fundi-now, if Greece bought something from the United States while
she was wuder foreign exchange restrictions and the payment matures
a yar later, then Grece can say, aOh, no. I am not paying now
because I incurred that debt under B-4, while I was under foreign ex-
hange regulations and. aording to article VIII, section 4-b-2, I don't
]have to pay."

Now, that is a very funny provision, to my mind. Why should
Grleece not pay after she has already abolishea the foreign exchasge
regulations? But because she incurred the debt at the time when
the foreign exchange regulations were in force, 10 years later she is
entitled to say, "i am not paying now because of article so and so."

But that is not all. The further implication of that sentence is
this: During the transition period every member is entitled to main-
t!G} o: reven introdue new foreign exchange regulations. Not before
snomebody enters the fund, but after one. The transition period is not
defined exactly as to its lenth, nor is it said anywhere in the statutes
·~ho defines when the transition period ends finally.
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Senator Tf . Five years has been suggested in article XIV, sem-
tion 4-3 years and then 5 years.

Mr. PALn. Section 4?
Senator Tar. Of article XIV.
Mr. PaLin. After 5 years and each year thereafter any member still

retaining any restrictions and so forth, shall consult the fund as to
their further retention Th e fund mayif it deems such action neces-
sary in exceptional circumstances, representations to any mem-
ber that conditions are favorable for the wthdrawal of any par-
ticular restriction, or for the general abandonment of restrictions,
inconsistent with the provisions of any other article of this agree-
ment. The member shall be given a suitable time to reply to such

Ie~the fund fi:nds d that the member persists in maintaining restric-
tions which ire inconsistent with the purposes of the fund the mem-
ber shall be subject to article X, section 2-a. Therefore, at least
for a 5-year period, you lave countries regarding themselves as being
in the transitional period, and probably for mnch longer. It is at

least a permission to go along way, but the point is that under section 4
of article VIII, b-, old debts incurred during this transition period
are blocked forever-since this period during which foreign echange
regulations can be maintained is simply indeinite if the member
chooses to do so, and hlie does not have to pay, even after the exehange
regulations have been abolished. In other words, foreign exchange
regulations last forever for all debts or obligations incurred the first
5 years, and possibly longer, during the lifetime of the fund itself and
of course, for other obligations in6rred prevrious to the lifetime of
the fund. That means a pretty wholesale permission of maintaining
permnanently foreign exchange regulations with all their consequences
and all the economic warfare they create.

These foreign exchange restrictions permitted here do not apply
only to capitaltransfers. They apply to any kind of obligatio. IfGreece bought cotton during that transition period and didn't pay,
she can go on forever not paying. There is nobody to blame her for
not paying. She has a perfet right not to pay. Tereis no question
of whether she is able to pay. She can have all of her gold reservo
built up she can be a member in good stading, and default on a
cotton loan, contrary to the letter of that loan and contrary to the
spirit in which that contract has been undertaken.

Senator Frtncr. What does section 2-0 of that article mean
Mr. PaLnL. Which article?
Senator Futrnxont. The same one-article VIII, section 2.
Mr. PanLy. It says:
Subject to the prorlsions-

and so forth--
no memlar shall without the approvnl of the faund impose retrletjons on the
making of payments and tramnsfers for current intenrational transactlonm.

That is right. Then it goes on in section 4 to modify this for debts
already incurred.

Senator Fa.anoinr'. Now, the individual traders under this, they
will get paid these are balances of the Nation; isn't that right? .
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there any distinction between the actual people engaging in trade and
the Nation-the balance in the central bank

Mr. PalI. Of course, there is a distinction if you wish to have a
distinction, but it is in the bands of the debtor government to maket or not make the distinction. In tile case of Russia, there is no dis-
tinction at all between individual and government balances.

Senator M rnn. Would you mind tracing through for us a cotton
purchase by a Greek purchaser from an Arkansas cotton moerchant
I think that might be helpful.

Senator FUtsIouT. 'Ihat is what I had in mind.
Senator Miuaxwx. Ilt's trace that through the private aspects into

the bank aspects.
Mr. PaLYL. I will trace it through in a transaction which took place

in the first 5 years of Greece's entrance into the fund or which Jas
taken place previous to Greece's entrance or whatever period is under-
lyin here.

Now, then, a Greek merchant buys from an American cotton mer-
chant cotton. Assuming that the Americangets paidbyanAmerican
banker, who, in turn7 credits a Greek bank, which is a very possible
procedure in international trade-in other words, the American cottofr
merchant has no problem any more. He got paid ini dollars. The
whole problem is in the hands of the American banker who, in turn
has a balance against rbcer. That beaisec is a private balance owed
by a privatetradrer. Blut (Greece has a law, which is perfectly permis-
sible undir these statutes, that all foreign claims and all foreigm debts
have to be delivered to the central bank. In other words, if a Greek
has a dollar balance he has to hand it over to his central bank and get
credited in Greek drachmas, and if the Greek owes dollars abroad then
the central bank pays for him whenever that maturaes, or is supposed
to pay, provided it is a legitimate transaction. That abolves the
Greek form the transaction except in dracbmas. The Gr(eek payes in
draemlunas to the central bank. 'the central bank is now the debtor of
the American bank. Now, this is not an ima4inar procedure I am
describing here. This is tl,e way countries handle t lie things which
have foreign exchange regulations. This is the German tecbnilue--
W I was preseint in Germa ny when that was introdmched--so as to have
full control over all tra nsactions in foreign xchange.

Now that money is owned to the American banker by the Greek cen-
tral bank. He may not even know it. All he knows is that the Greek
bank owes him the money, or he may have been notified, but it is not
essential. The debt is no better or worse for that.

Now, then, maturity comes say, half year, after the transition is
over. The American banker has been generous enough to give 2
years' credit to the bank. Then the G national bank says, "I am
so sorry, but I don't have to pay because I am entitled to the morato-
rium -there is no such term in her-whieh this article VIII, section
4 under b-2 gives, and I find it necessary with my sincere regrets to
refuse payment. You may wait for better times.y

Senator TArt. Then the law requiring the delivery of balances to a
central bank is that an exchange restriction which would be prohibited
after this whole thing goes into effect?

Mr. Pan~'. No; that is not an exchange restriction, that you have
to deliver it. It is just like our gold. We have to deliver all the
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gold we have to the Treasury, but that is not an exchange restriction.
Senator MirWitanl>. 1 should like to suggest that such laws will be

necessary under the operations of this fmund in order to try to furnnoel
these tranlsactiols into central bans, so that control may be had over
these established relative values of currency.

Mr. LPALYI. If you believe in controls, of course, that is absolutely
necessary, but whether you like it or not, it is contrary to thie spirit of
these shtaites to eliminate the freedom of exchanmges.

Senator MainlcIx. Unless each country by its internal laws passes
suchll laws aid miakes such regulations as will funnel transactions of
the type we have mentioned into a central batnk, how can this system
be maintainedl

Mr. PaLn. It could be still maintained, but, of course, there would
be much more evasion. Originally, in(ermany, if I may refer again to
my expeience in Germany, we in Germany originally did not have to
deliver balances to the central bank. We did not have to report cur-
rently all debts swe had. But when it came to payment we had to ask
forgold or dollar exchange fromnt the central bank.

Then it turned out that all sorts of misuse had been made of that
freedom. So as the next step, the central bank says, "from here on
you will let me know what you are doing. As a matter of fact, be-
fore you do it, you will let me know."

Senator MmruixN. Senator Fuibright. before you came in the wit-
ness described for us a very interesting cumulative series of regula-
tions that started from a small initial regulation, ill an attempt to try
to control these exdhange nmatters.

Senator FURtnaoir. I still don't understand-section 2 says liere
that the members shall not do the very tihing you have been suggesting
they would do. It says they shall not impose those restrictions. On
wlhom? I would take that to be on the traders. It will not be re-
quired that they funmel these things through, as you say.

Senator TAn. There is an exception, article XIV-2, of the first
5 years.

Senator Furenarr. This paragraph refers to the central bank
balances that have accumulated, but in this interim, the member it-
self cannot make the debtor do all these things you have been talking
abhout. You said thlat the member makes the (reek pay his money into
the central bank and so on. I would say that section 2 says the mem-
ber shall not make the Greek trader do that.

Mr. PanLt. I don't see anything like that, because that is a purely
internal measure.

Senator Fnumaior. Well, that is a restriction.
Mr. PanT. No. Just like our law that every American citizen has

to deliver his gold· Tlhat is an interference with our freedom, but it
doesnt affect foreigi exclmnge at all.

Senator Tlrr. You say this kind of control follows naturally on
exchange restrictions; the existence of exchange restrictions may
lead to this control that you speak of?

Mr. PALm. You may have this control without exchange restric-
tions. You can very well have a systen in which every Americean who
owes money abroad is supposed to register with the Fderal Reerve
bank or some other institution anti say, "I owe so much money to
Greek dealers, and here it is."
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The Federal Reserv-e iay say, "All light. You owe it to me from
here on, and I will deal in your name with the foreign dealer."

Senator Furnmnrr. You say that is not a restrlction?
Mr. PALYI. That is not a restriction because a restriction refers to

laymcelts abroad, not al, home.
Senator FunsroHr. Then your thleorv is that by such a restriction

they will force an ccumulation of all of these halaies?,
Mr. PALrr. As a matter of fact such laws apply in most Europealn

countries at the present time. 'lThey are in actual use. There is
nothing in the fund statute that says that they have to minodify their
policy when they enter the fund. In England if you wish to owe
money you first have to lmve the perm ission of the Blank of England
to do so.

Senator FuLmLOrT. Suppose you already owe it. What can they
d(o in England

Mr. PAiYL If you owe it already, youll have to have permission of
the Bank of England to make payment. The Bank of England has
disretion to permit you or not permit you to do it, absolutely,
As a rule it won't permit it unless it serves Britain's interest in main-
taining England's balance abroad. In other words, if it is a payment
they have to make in order to get something frim abroad, they will
permit it.

Senator FuLBRIGnT. It has been suggested that if you do not have
this fund vou would still have these restrctiolins.

Mr. PA'zTi. Very true; but you don't legalize them. I do not advo-
cate-I am till not t hrough ;with my testintony-I do not advocate Ihe
abolition of the fund. What I would advocate is the fund without
these restrictions-a fund is necessary in my opinion, some sort of
international organization is necessary to cary ius through the dif-
ficult times we are facing internationally, but not one wludi, in my
opinion, legitimizes, enconurages, and actually introduces the very
thilngs which it should abolish.

Senator Fr1lsaroin. It says that is for th0 transitional period in
order to try to bring albout a balance. Is that tile excuse for that?

Mr. PALYT. Very true; but in the first place tle transitional period
is very long and it applies beyond thile transitional period for every
debt incurred diming Iht transitional period. Moreorver, it is not
thile only paragra ph of its kind in this statute. It wil also bring up
the question of capital transfers, what they are, as againsat c ,rrent
operations.

Senator FUnrnUoRT. No one can tell how long the transitional period
should be. If we had tile feeling it could be i mited to a vear;I sup-
pose everybody would agree to that, but we don't know how long it
will he.

Mr. PALYT. Very truwe. I would agree on that, but the point is you
create new economic warfare which will make the transitional period
much longer. What would be the consequence, if suppoe Greece takes
advantage of this provision. She never could reeeive private credits;
without private credits loperating she nevel gets over the transitional
period. What is the transitional period ?It is period during which
one can borrow only from the fund. Once you can borrow on the
open market your balanice of payme*ts is all riglht. You don't need
any more fund, oexcept, perhaps, in a sudden crisis; war and what

75e67a- -ila
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have you. Normally the balance of payment is stabilized by the inter
national balkers, they step in and credit wherever balance of payment
shortage exists, believing that that credit will come back next seasona
or next cycle, according to whether short-term or loig-tkrm credit.
But if you allow such measures which permit a fellow not to l :l
even wh en thilngs et betlert, th en, of eoars,, you hin't receive atnyv

mnore credit, and eimihiibriimnln never will be tabhlished,
I went to Enghlnd this srning. I had hoperd whlie I came back I

could indicate to my ecients a numllber of fine investments in Englhmid.
1 canme back and I said to them. "For heaven's isake, stay out. HoW
can you invest in a coreutry which is sot on never being obblged to repay
your capitalt Eve, a Jtrlmanall/t inivestment may have to be liqum
dated sonme day. You nmight need tlie ioey,. if for , w otler purporse
than to pay your inheritance tax and the British openly say--they
do not fool you like some other countries-t-ey tdl yo very lemtly
that they are not ini a position, BLretton Woods or ,o Blidtton Woods.
to promise you m'e than iterest or dividend oni yiult monuey, aid{
that is not absoiltely certain. If they get ill a jain they' may eveni
stop teniporarily that payment."

Under those conditions there is no rational possibilitv of investing
money in England unless it is by enlhusiaists who like to put their
money in sonthing to help other people, but usually Ihat is not sufi-l
eient to finance international ventures.

Senator FULmtBOIT. If you don't have the fund yoll still think we
would have to lend money in some other fom, ,do you?

Mr. PALYT. Yes.
Senator Fuunmom'. What is the disadvantage of lending it in this

formn
Mr. PALY. The disadvantage is putting in a paragraph that they

don't ha re to pay anid pit it ill such fasbion as to permit in effect the
restrictionis involvetil here. If you len] money trader this fund the
statute ought to make it clear that you get the money back. If you
think you have to make presents, go ahead an'd ialitke presents, hut
don4t pit it in this form.

Senator FUrijnioui.. )o you think that this money that is put int
the fund is more likely to be lost or dissipated than money put into
the bank

MIr. PALIn. Well, forecasts for tlhe future, as you know, are very
dangerous, because it depends on so manry circumstances. That brins
te back to my starting point: -low can you discuss Bretton Woods

when three and one-haldf billion in the Expoert-Import Bankl are also
to he provided and other billions for more governmental credits? If
yol give then plenly of money outside of the fund, it may work per-
fcctlI, so long as money is available.

Senator FrmnmrmT. The discussions had the other day were that
the way the fund operates, in the putting in of more of the currency
of the operating membeer, would maintain always a re latively stable
amount, relative to the gold in the fund and there was less likelihood
of a mutual loss than if you make it a loan through tle bank.

Mr. PAI.Y Well, you will have the money of the olprating member.
Wlhat I am saying is that-

Senator A1rT You mly not have the currency. You may halve
their IO U's.
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Mr. PaLYi. That is right. They don't have to deposit them in
Washington or New York.

Senator Futaror. You can demand the currency on the I O U any
aI i,'e. 'they always have ihat currency. Do you feel that is fairly
Sgotd eurrelcy, in thile fund?

Mr PALT. No; because they call inliroduce foreign exchange re-
strict ions.

Senator Ful trolarr. No; it says you cantlL
Senator 'Pra. If you are in default for your payments----
Senatlor FULRIwtllo Tihe only exception was the eonmplete default

by tile country, but so long as there isn't a restriction he said the
restriction whirch is distinguishable fronm a comphete default.

Mr. PALn. IHere is the Parmissioni to do so. Article VIII, see-
lion 4, under convertibility, Thiiat is what we are talking about, eon-
vertibility. That is another name for repayment. That applies to
any kind of fund. E lach menmber shall ]buy balances of its currency

he h by another menhber. That loes not[ apply to the balances Iheld
by the banik itself. It has to pay back thow.

Senator Frstrucir. Are we talking about the funld now? Iin arti-
cle IX, page 19, section 6, it says:

To the xtenLt Iu*'ss1'a ['0 ctarry ut ilte O"W'lo111 I'l j ,lrMd for in this agr-
Ilucid, ,II prnrty and alaet of the fnIr 1 , m .striions, rla-tills .O.i...roi,, i,d ltlortlo of vi nr,.

'Tht seens very broad.
Mr. PAnY. Yes,
Senator Fru]a[Ilui. It siay any restriction of ai y nature, upon a

menber of tile fiod.
Mr. PAIr. 1 Io tie extent necessary to carry out the operations.

What is that exttnt? That extent is not that you Ilave at alny time
to give gold o'r dollars to ile fund against ihe fund s hidding (if your

Sentatop F[IItIJoUrGH T. You can use thie Curreicy at an y time for what-
ever it is worth in tlhai country.

Mr. IILY1. You call go in and buy in (lint couintry with the permis-
O sion of that comnntry.

Senator F Itiidorirr. This says free of any rcstrietions. Why
wouldn't tlhey be free of reslrictions?

Mr. PAnn. Excus me. It says to tIhe extent IlneCessa i to carry out
the operations. T'he repurehiasing of balances held by a bhtur countryis ngt part of carryinlg out tie opIeatmons of the fund. ltie operation s
of the fund have to do with transactions Lbetween mnembers of thile fund.
The purpose of the operation of thile fund is not that the fund itself
shall get itsm iloney's worth. Tle'ale aru Rticles dealing with that ques
lion. Article XVI deals with t h.t, Emergency provisions, with-
drawal from nmetrhberslip. and so forth. A n b ter rmay defalt ['and
Ilben for so many yeavrs it dowsn t have to ,ay back at all.

If you wish e e to do so, I will read tou;se articles. Article XVI.
iergg nimv provisions and liquidation of the funi. Article XV also

deals witih that, igbt of inemnhlrs, to withdraw, compulsory with-
drawal, settlemnent of accountls with, memhbers witidraiwing:

When a rmpbemr withdraws flrm, the fund, nomual trans.action of the fund
n its curreucy Shall cease alnd etlemtent of Ill aeeountf ietween It and the

fund shall w made witlh reasonable despatch by agreeomet between It tand the
fnld.
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What is reasonable? The fund may wait 10 years before it gets
that money. Thlere is no defliition of that. It depends onil anll agree-
ment:

It agreemnllt is not reachell promptly, the provisionsl of shluhle D )lall IoI tipl
to the settlement of accounts.
Schedule D is a schedule of repaying in installments.

Senator IowEYr. Mr. Chairman, may I ask a question of the 'Pro-
fesor here?

Professor, vou have rcently staled to tile committee here that when
you went to Tnhgland von fomnd the British (Governmnent was unwillihng
to gumarantee the riht of repayiment of capital debts incurred by
British citizens. Well, now, titat bhing true, of course, it is very
plainly the judgment of the liir ish Goverinment there that they wonI
be able to repay those capital debts.

Mr. PAti. Thiat is right.
Senator ])owyx;. I thilnk very possibly we can r ecognize, the rea-

sonableness of that viewpoint. That beinsg the attitude 6f the British
Goernmtneit then, of course, the British Cloverbrchmet wonhi not con-
sent to the elimihnation of any such restrictions in this agremlent,
would it? Which you tlhinik ought to go in. JI other wordls your
argument helre is that there should 1w certain claulse in this agree-
mnent so far as te n is conene, tat the British and other
govrnme ts we will say, could not and woul not accept. That
would merely bring us to the cmwlusionl would it not, Professor, tlat
it wouhl he In possible to work out tyn agreement on tlis fund that
you would think would be the proper kiind of an, agvreemecnlt. Is that
the eonelusion from your testimony

Mr. pAan. Well, ye, Senator, Of cour.e, I admit I am no author-
ity on what te lritUish would coisent to or not. In fcth, I am very
much inelid to think, as you say that they would feel vey adly
about any such i fllmsal. But, on the other hurd. we have a little bar-

gaining power too. They need our credits just as badly as you caln
nnajne. e eeause they re in such a iahd positio; and, of course, it

it heurt teplorarilv friendly reatioins if we w{ld put on tPer
crdws and wourld de and conditiorn s i vhid they don't hike, I admit
that it is a choice, a matter of jmdgment, whether you prefer that you
are generally loved ad liked and you aterpt tiie eotidieions they lke,
or w netler yol thin k tihat you sla ould put on cmditions wlh'h are
more likely Io be 1helpful to ereale nron enl internationll cmrdit il a-
tions and a genline early r'estoration of te ietelrnatilonal balanc~e.
It is a matter of choice, and I do not feel competent to tell you what is
preferable. It is a nnitfr of j*dgmenit entirely.

Senator D)OwNEY. Wfell, I voiuld like to point this out fthr the sake
of the record. T his war so far has been costing us six or seven or
eight billions of dollars a month, and I do not think that the Senate
of the United States or the (iovernminent of the United States should
be too greatly oncerned about risking{ a comparatively few billion
dollars in the International Bank and the International Fund.

Now, I would also like to make this statement. I have to go back
to the Senate floor. I think that tie Professor undoubtedly very ably
and very rightly is indicating diffieulties that will develop inmte
transitional period and thereafter in the way of internrational com-
mertr and international balances; but I certinbly am of the opinion
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that the Government of the United States in making agreements and
treaties from now on must, of course, involve itself in a certaill degree
of risk and nrakin, of sacrifice.

Senator TAn. May I askt though, one question on your conimrent:
Do you see any reason why, if you can't do this right, you should do it
now at all, or whether you can't wait until it can be done right or
conditions are more normal? This British situation is due to their
block balances. They may make an arrangement with other nations,
India and-

Mr. PAnrT. No. Senator; I don't agree with you on that. I think
the coc it lis won't get any better. Thie problem will be with is,
because it is not a mInor or te ipor' ' Iy roblem. The British hal-
iawes, wartime balanes are only a small part of it. The British
balance of payments is aindamrnntally uliset, and Britain will be the

sosi inportanlt single problem in Ithat contcrtion.
But, onil the other hand, since you are asking me, and with all defer-

ence to the Senato'-I don't mean to contradtict or take exception to
what hlie says-my own personal feeling on the matter, if you permit
ne to express it, is that in view of lhow much we spent another six
billions is not inmaterial. It is not just a drop in the bucket; I think
it is a very illpor.tant issiue. that we sial be economlical from here on inll
vienw of tie terrific national debt we are running. And, moreover, it
is not only a questionl of what we are risking. I would be all for risk.
ing a substantial a ohulnt for the benefit of international stabilization,
but thile point I am tvying to drive at-as a matter of fact, I have't
even finished et. There is one more point is that connection I didn't
mention yet. The point I amn driving at is that this does not accom-
jlish it. We are not jiusttaking a risk. but we take it under conditions
which are not necessary, which are unnecessarily risky, to put it this
way, whiche most likely, won't lead to stabhilhzation. They mean for.
eitgexchlalge retstlrctIn)nis s tile British plan them, with the result
that they can proeed as they wish. Suppose they have a Labor

govelmnient elected nxlt mionth in Britia, and sIppase that Labor
governenwt proceeds olhl its 'pro'anl. I hope it o 't Ipro rams
are not always for bti ng kept, liLt still they might be. Itf all tie
[nationalization takes place, and all tle expansion of social-security
payments in addition to the preent ones, and all the full emplloyment
aRd higher standairds of living plrograms ale institfuted, with the result
that Britait's btahfiee of p 1aymen( wildl .b badly di storedn, worse than
it is anyway, thell a fillal l imn al ttllstiltolt Ibi1 n1 will exist there. The
INecessary cohlsequleee will be that Britain will apply for exchange
restri tin s. witll t I resuilt thlat we sient so mlu.h, maoney on Britain,
bit we don't get any stabilization. vhat will we do when the money
is exhaulsted

That bring inne to my last iont in connection with foreign-exchange
regulaliiols, namely, thile oint that if sca'eity of the fund's holding
arises. then evely member is entitled to inistitite forei i-exchange
restrictions with(,ut limitation. Now, scarcity of the fun il' hldIi gs.
unless we spend l uch inore than the 8 billions, is bound to arise und(ler
the terms of the frnd. They are bound to be exhausted inll 4 years,
if I am anything like a colmoisseur of balances of payment. The
British deficit alone e is estimated now at at least 11/ billion dollars a
year i not counting the deficits of manv other ,eountries. After that

287



288 BRETON WOODS AGREEMENTS ACT

every counmtry can start on foreign-exchbange restrictions without an
inhibitionswhzatsoever. Then wearebackwherel Wherewestarted.
We spent tihe 2.75 billion dollars, which is, as you say, a comparatively
small amount. And what do we do then? S end another .75 billion
dollars for another short period? The pro /em is not whether we A
risk or not risk. You forgive me, teator for diustsiiig thee qus- W
tions openly.

Senator PowNrY. Professor, I am very anxious to have you; but, of
course, as has alrady been suggested, we live in a world of relativity.
We know what the cost of the past 20 and 80 decades ihas beten. If we
coutinea the same kind of government in the world, and lack of intert
national relationship, we will probably have the total destruction of
all civilization, and that is one reason why I, at least, am not disturbed
over the fact that the United States Govermment in the next few vears
is going to hazard d few hillitots on an attlempt to build a better and a
more stabli world. Assume it does seem that at the end of 5 years
we may have further exchange difficulties. And I am very nmuch with
you on that. I can see tlhat Great Britain would have great difficeulty
iii allowing her tonrists freely to expand the limited exchange that
(Great lritain would have. I sympathize with G(rat Britain in that,
and I see that difficulty. I see the difficulty in the case of the other
nations. Btt my viewpoint is that w ith our! ,mnmenre wssmrces of gold
and credit arnd production we well can ifford to thke what is really an
iconsequetatia ii tent. lWhy. here we are freely ,llaI hBaplily slpendingl -
and the dist intguisshed Senato' from Ohio I think voted fo;r them all-
mi4ybIe a hind red billions a year.

Selgat or MIItLLlliN. "BorEi wing" is the word. Bon'o irig.
Slmatm- TaFT. I wruhl say if---

Senator Dovxvr. We are spending; borrowing it frontI our own
citizens.

Senator AlIhtcxi*. We are borrowing it from our chiildren.
Senator lhWEvY. Ob, Senator !
,Smator TAr. I want to suggest that thie nomlenl you apply your

war standards and policies to wace periost the country is gone. That
is all. My smug.gestion is that the moment the war ends that is an over-
wbhehnin zgreason that no one could question hut t tat flon the tinhe te ]
war ents ymls must apply an entibrely diifflerent standard or the country
is broke.

Mr. PALYL Senatotr, your argument implies, to my mind, if I under-
stand it properly, that tihere is no third alternative-either we do noth-
mig or we do this. I think we could do a third hiing. We could
spend as ucnh or more, andl we situld, if ieeessaly but under terns
whiecbprontise wit h reasonable certainly that the results will be accomn-
plishued wvhich would irnei if neessalrv, to put a litlte bit of screws
on the Britifsh fingers. Maybe they dlont like it. That is very bad. I
liave often seen that debtors don't like ters, especially when they are
i. the process of being reconstructed or rehalilitahtl. They often

object to the terms of rehabfiitation, and Britain is in that position.
That is why we should spend money on her. That is the only reason.

Senator Tam'. But your suggestion is that you spend the whole
money and don't get anything for it under this particular planY

Mr. uPnre. That is right. I think the plan is not objectionable
except for certain paragrapls in it, espeeially for that construetion
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which pernits nations to evade their obligations under it, while the
whole thing should be construed so as to make them fulfill their obli-
gations. Where do we get if we put in six paragrtp hs permitting
them not to pay under such and such and such conditions? It is not

possible to build up a reasonable, genuine credit structure on the basis
Vthat whenever there is trouble you just donmt pay, We know that

people don't pay whe they get in trouble. We know that by experi-
nce. But we don't put it in every credit contract. "Please don't pay
if it gets to a point where your money is a little scarce." [Iuzghtlir.i

You will excuse ino for making a joke, 1 don't mean to be facetious
on a vely serious matter. I just try to exermplify the spirit of it.
'here is i genuine humnanitarian spirit among us to help debtors which
I call fully understanid, anrd I can fully understand that you don't deal
with a great power like Russia or like Great Brllitain and France, on
terms like von de I ornial ly wiii aA indiviidual ldebor. I admit
tiiat you hiave to use nulch inol me tact and restlaint. Buit I haven't
seen in internalmonal affair--I am a specialized stldent of interna-
tional linuaoinal affairs-I haven't yet seen a treaty betweenc govern-
ilents or bet wcn pivlate individuals in which such a system of clauses
is introdluced that they don't lihave to pay under ceru lin circutistances.
It is unmderslood implicitly that you dan't pay if you can't. You don't
have to say that specuifically. 'Illls Iads as all invitation to wholesale
idefalti ig w ;lichi should be elimijl)ited from this document. Of
ourse, they wm to like it, but that is no reason to do evwerythig they

like, After all, we are helping. Even if the anmount is not too big
for us. it is. aftler all, ait substantial amount and for them it may be
the difference between all kinds of alterratlves to t that. We are
eniitled to some conslderation of our own poinit ot view, too, and if
I may say in that connertion one wold about the Russial syvstem---

Senator Dowser.. Professor, before you go ahead: Whlge I dislike,
Mr. Chairman, to divert at all froml the very relbatie issue, I just
cannot let the comment of the distinguihied and beloved Senator from
Colorado go unontradiected. The Senator said that our children will
have to be paying tile sacrifices for this war. There is no greater fil-
lcy than Ihat existent in the human mlnd. lire only tiom sacrifices

a war (an be nmad, are dmuing tihat war. It is tile t ys who live at
that time that are dying, woundedl. It is the people who live at that
time who give up tihe automobiles and the gasoline aul the food and
the meat. Now, except to the extent there is it sacrifice of national
resources, if we have general employment 25 years from now, we are
going to lhave more automobiles and more rubber and morl food and
more everything else. We can't he able to make sacrifiees at that
time.

Now, as to assing tile bLdlen of this indebtedness along to ou'
children, our eiildren will also own the bonds and the intehtedness.
There are two sides to the indebtedness.

Senator Mla.trN. But not -
Senator I)owx:y. One is the credit and one is the debit.
Senator Mmnmi] x. But not-
Senator DowNery. And it happens in this ease that the American

people own both. Collectively as a government we owe $:0000,000
000 to our own citizens as individuals.

Senator MmLaAKI. But-
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Senator DowNeY. We both own and owe that debt.
Senator M nmrilN. But they do not own the debt pro rate.
Senator DoWNEY. No. It will be owned in about the same propor-

tion that people will have to pay income and inhleritance takes, and
lust about to the same extent that people get hack the income from that a
indebtedness they are going to have pay income taxes for it if the W
present party remailns in power.

Senator TArt. I don't quite understand. Here airel millions-e
Senator DOBnY. Mr. Chairman, I've got to go. We will meet that

issue the next time. [Laughter.]
The CAmRA.W. Let us get back to the Bretton Woods agreement.
Senator Dowwry. Professor, I have enjoyed your testimony very

much.
Senator Tart. You had one nore clause of this Did you hav one

more clause?
Senator Btrrin. I havoe one question.
The ClmAiMA. Do you want to ask a question
Senator Buri.n. Yes.
The CIAIMa*N. Certainly.
Senator Brrrna. 'Tile professor in his remarks just a moment ago

referred to this document as a treaty, didn't you?
Mr. PATxI. No. I spoke of treaties, or I should say "contract"
Senator Brrtra. You spoke of treaties covering-
Mr. PAL-i. I meant coltract, Excuse me.
Senator Bua.tn. Covers items of exchinge like we are covering here

in this.
Mr. PA~.vx. Covering international credits.
Senator BrTmEr. Yes; international.
Mr. PFLa. I suppose that is the reference you bring back, Senator.
Senator Bfutrn. International credit is usually covered by a treaty

between-
Mr. PALYL Well, not necessarily. It can be just a contract.
Senator Futiml.T. An executive agrecment. [Laughter.
Senator TAnr. Did you have one other thing that you called atten-

tion to?
Mr. PaLYT. Well, just
Senator TAr. Which perpetuates and legitimizes exclmnuge-
Mr. PALn1. The last one was the time when the scarcity of fund

holdings arises.
Senator TArT. Oh. yes; that was it.
Mr. PALn. Aftar that full-fledged foreign exehange restrictions

are open to every member; and the likeliihood is, as I say, in view of
the limited amount in the fund, and is the tarrifle deficit in some
balances of payment, that that element will happen as sooi as 4 years
after the fund begins operation.

Senator Tant. You say 4 years. Why 4 years?
Mr. PALyTI. If my memory doesn't deceive me, the means of the fund

are supposed to be distributed in 4 years' time. In other words, each
ieituber country can draw one-fourth of its quota in each year.
Senator Txre. However, if all the menmbers drew dollars except the

United States, they could do it all, draw the dollars of the fund in
2 years.

Mr. PALn. That is right.
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Senator Tarr. Isn't that correct
Mr. PaLr. 'I'at is right. It could be much shorter, much quicker

than 4 years' time.
Senator Tarr. In fact, it could be in a year and 2 months if the fund

were sufficiently prompt in their response.
Mr. PaLYT. That is rihlit. I gave them the benefit of doubt.
Trle last point I woul0 like tobring up in connection with the fund

has to do with Russia rather, I shoul d say, with the question of indi-
vidual countries entering illto tihe flund. There is nothing in the
fund's provisions excluding a country which has a substantia surplus
of gold or foreign exchange could not use thle fund. For exampip it
may have a foreign exchange surplus in the form of private holdings
and may not want to take them away' from tihe private owners, and
therefore nomninally its exchange position may be weak but aCtually
if it would collect tile hoihlolgs of tihe citizens, say the doldar holdings,
they would be.ome very substantial. And I am thinking esplcially
of IF rance. which has iditlrwedl measures to colledt tile foreign ex-
change holdings of tihe citizenis. hut very ineffective measureRs so far.
Now, then it is pobsible ihat a coulntry which we know pwsitively has
pletity of iollars or gold and other foreign exchange to pay for its
purehases would borrow from the fune d to the lnd. of its quota.

Senator Tarr. Well, there is nothing to restrict its borrowing, I
take it. Russia can borrow, according to Mr: lrow. , as I undelstand
supported by Mr. White-Russia can borrow 1000000 a year and
use it to rebutild its factories and power plants with.

Mr. PALnt. For what purpnse it is borrowed-on that there is no
restrihtiin at all. I ,ointe( that out, tIIhat there is no difference be-
tween the fund and the bank in that respect.

Senator TAnr. In spite of the fact they may have gold with which
they could have paid for it.

Mr. ens. Ye i Te point I am driving at now is that they may
have a eiry substantial gold reserve, but becaus, for example, they put
that gold reserve into some other special holding, like Dr. Schacht
did-when he didn't want Germany's American and British creditors
to know that lie had more than 70,(X0,0)00,000 marks, he lent the gold
to the I. G. lFa ben. which tarried it under divere assets and drew the

cold. It was credite to the Reiclisbank on the books of the Chemical
rust, but it wasn't available, and in the books of the Idichkdank there

was nothing to show it. Sehacht asserted tlhat he can't pay more than
what lie pays, because he has no mpore gold.

Such little tricks are easy, and it doesn't need to be a malicious trick
as in the Schacht case. It could be perfectly normal. A normal
country doesn't force anybody to disclose his gold or foreign assets
It could perfectly take th'e attitude that, "We are a free country, and
everybody may own as nuch gold as he pleases, but the central bank

h~t stn' a How can we compel a country to hintrod'cee confiscation
y, frce of the foreig exchange holdings of itL citizens if that country

d~o.'"s't want to introduce thit meneasure? Ihere is nothing in thia
fund to do that.

Senator TAT. It is argued, however, Dr. Palyi, that this country
bas to repay into the fund, has to buy back its currency.

Mr. PaLrn. I ami speaking of the case that the country wants to bur
something abroad, say American machinery, and buys that and can
pay, and goes to the fund and borrows according to its quota.

291



BRE1FON WOODS AGREEMENTS ACT

Senator Tn-, Yes; that is all right. But what I suggested is
that thereafter, the next year or so, they are obligated to repay, to
buy back their currenc if you show that they have in the country
reserves of gold and dollars, includingp rivte dollars I think.

Mr. Pan. No. They call still say,'W'e don't have it." Tley don't a
have to know that there is in the country any other dollars or gold T

einiatel y ho in't they have to count that h
Mr. Prr!. Fhere is nothing in the statutes which would say every

member has to collect all the gold in foreign exchange of its citizens
in the central bank.

Senator TarT. Well, I thouight there was something in the act.
Senator T'rou. It has got to disclose the amount of gold. They

definitely have to disclose the amount of gold. That is a condition.
Mi'. PALyt What the central bank and the other authorities have,

but not what private citizens possess.
Now, in the case of France, I am thinking about the French Govern-

ment actually can't even knowr it all, because a lot of Flmchmen have
sutsn'tial lbalanes in Switzerland hand Spain which the Swiss banks
and the Spanish banks don't diseloso. France really could, by proper
measIurs of taxation or other inducements, get out of its citizens such
balance, but she miCght prefer to horrow from the fund. In other
words, becans, of the fund's lending mechanism every member is
entitled up to its quota to borrow money or tP make payments via the
fumd for any legilmeirite pjn hases willhout regard to the actual foreignq
exclango position of that country. The case is particularly impr-
tent with referncet to Russia, because in the Russian ease tbe whole
idea of stabilizing the ruble is simply meaningless. There is no such
thing as rubles in international relation, that we stabilize.

Senator Malrural. Mr. Chairniman, may I ask a question, please?
The CnAnMAN. Certainly.
Senator Mimrumc That -brings me to this question that I should

like to ask vou: Do you regard it as practicable or as feasible to
achieve a real stabilization between the currenies of countries, on the
one hand, that have a free or reasonably free economy and countries,
on the other hand, that do not have private capital, that disregard W
profits motive, and that are completely regimented

Mr. Pan.L I don't like to generalize, because-
Senator MLUiKIN. That is a very general question. of course.
Mr. PaLy. But I am speaking of the Russian system as it is, as

it handles its finance and its monetary system; and presumably some
other co.untries in central Europe will have the same system. Now,
under that system the stabilization of the currency in foreign relations
is a meaningless term.

Senator MLLnKIN. Yes?
Mr. PaLT. There is no foreign exchange in that country.
Senator MJAW KIN. Now, may I ask you another question: Witlout

mentioning the names of any countries, is there a considerable number
of count ties, included in tihse whio will participate in the fund, who
have a bad reputtion for fiscal honesty?

Mr. PARYI. For default on debts?
Senator Miumwn. Yes.
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Mr. PALYI. Well, Senator, if you diot ask me to name those
countries.

Senator MILwIcNs. I don't. I say without naming them. I say
I don't want you to name them.

Mr. PALYL. Yes; there are a lot of them.
Senator MItaruN. We would have no trouble naming themn. but-
Mr. PALn. No.
Senator MImrK1N. I think we will all agree that there are many

such countries.
Mr. PAxIo. Quite a few.
Senator MIrKz.wx . And we could all easily name them.
Senator TAnr. The thing that I had in mind, Mr. Palyi, was that

your le)urlchas! is baised on the monetary reserves that you may have
accumulatel, Then the onloetary reserve is defined in article XlIX as

being tie central boldings net, and to these net holdings shall be added
the lunds deemed to he official holdings of other official institutions
and other banks; and in (c)-XIX (c)-it says (he holdings of other
offieial institutions or other banks within its territories may, in any
particular case, be deemed by the fund to I, offisial holdings to the
extent that they are ;ubstantially in excess of working balances; so I

supposocount or other bank rerve but n ot those owed by

Mr. P.tYI That is rilhlt or by individuals.
Se]iator TarT. Or by individuals.
Mr. lPAtL.Y What about ihe French peasant holrding gold I France

is prohably, next to India, the scond greatest gold treasuring acountry
in the world, bnt probably a sulsbtantlal part of it is in the hands of

easants arni similar people, in small quantities distributed. Yet
this ,od could be gotten out of them with proper taxation measuresT
or ia they wanted very grmtly agricultural machinery, and they have
t bury it by all means, they will come out witi their gold. Bntif uyou
have a nice little neelhmnisn by which they can get the agricultural
machinery i without parting witl the ir o llovel gtli reserves, then tbey
can kea , the goil reserve. s 7cat is the way it will most likely work,
andi the Frencli (Cover, nwl t i( at (ani IlniI(r dvhoes coditions put the
srows on the peasoat , ha sun yet been horn, In iiiy opinion.

SeMator TAn. Also that same question aeise in comnection with
the declaration of the dollar being a secarce currency. Te govern-
m .ents might draw all the dolla down, and then their individuals
might hold onto their own dollars; may they not, so that the dollar is
carce, hut it is only scarce in the funld? Is that a P~sihility?

Mr. tArTIL. i'he saine situation. The Fbnehnlen may have a neat
llvate dollar reervvei hbut the french Golednment mbay but short of

pollars.
&nmator T&rr. And lnight hiave drawn all the dolhlrs out of the

finrd they could draw ont of it'
Mr. PAIyr. Tlhe Frnchmnan who aight benefit by tlis system by

hbuying somethin ii Ameriea he ne~ds so badly -ontsumers' xo) Is
or · producti on goods-may be the same Frenchman who lildgs the
dollar reserve in his pocket with which he could buy; but he can get4
witlh the aid of the fund, al tainut airl ly, the thing he wants without
parting witih his dollars.
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Senator FUnuuoHT. Do you think the fact that these other nn-
tions make a contribution will not give them any interest in the
preservation of the fund . I mean, they will approach this purely as
an opportunity to grab a few dollars and then let it take care of itself I
That Is, it has been said that each nation making a contribution and a
regarding this fund as a reserve will be very much interested in
proserving it, and therefore they will not approach it in the view of,
Well, here's a kitty tat's free, and we just take what we can and

then let it go."
Now if they approach it that way, which is apparen/tly the way you

beleve they will, thenl it is, I weed say, bornA ot to work, Is thetre
any incentive you ca1n see in the minds of these various countries to
preserve this fund and use it only in an emergency, so to sp eak?

Mr. PFA.ir. I don't see any. Maybe there i. After all, that is a
matter of judgment as to how their minds will work. But as the fund
stands, that is the situation with those quotas or what you call them,
that is paid in.

Senator F nLlOlll.r It is the quota.
Mr. PAnTrl. Contributions?
Senator FutniamnT. Yes.
Mr. PIMry. The contribiution consists of paper money, except for a

very small amount of gold which is really not takeln away from then.
Senator Fvlnulourr. Yes.
Mr. PALYI. In case of liquidation. if the whole thing goes. broke,

they get it back. France's gold contribution is not nfpotsible for
dollascearitv, for exale, so Ihey don t lose that tunder any eircum-
stances, , lesx somebod y buys in I rance with it and remainsr a debtor
to Friance. Now, only so far as they are creditors have they an illn
terest so far as the contribution represelts only a clainm to borrow.
Theyl have no interest except to get the iiiost they can get out of it.
And I am not trying to insinuate that the numbehrs of the fund will
comle in and get their mtone and run away as fast as they can. What
I am speaking of is that wth the construction of the fud, ald givei
human nature', and especially given the fact that these people are in a
bad shape, tmey will borrow btause they ied to borrow.,

Senator IFrtitnlorr. Well, but y just gave al example ansad Wd
that there is all this money, they have dollars, but since they call get
it they won't use it. Tlat seems very definite to iply that they
re not going to makb use of theii own funds; they just look at this

fucnd as a plae to get osome free money.
Mr. PALY. 'That is a special case to which I referred; that of a

croatry that really has the gold reserve hut won't ue it to repay its
debts, or would horrow instead of using it. That special case might
occur. I didn't say that they all woulddo that, or even many would
do that but it might occur. And I esPecially point out that I don't
imply that they wotld do theat maliciously, which is possible; ther
are malicious people in the world still left over. Suppos they are
not malicious; but a situation exists like in France that they may not
collect the fluid at home although they have it but they don't go to the
trouble. They could colelct it if they would use *rly sharp taxation or
confiscation measures, or do this or that, but for political rasons they
dent choose to do those thing and consequently they just let it go.

Senator FUtiBRRiIr. Yes.
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Mr. PALYT. The fund gives them a posibility to get away with
that kind of policy, which I hope will be exceptional.

Senator FarUmnUoT. Yes. Of course, it would stein to me that allny
of them with any wisdom st all would see that if they abused thea fund ii that way it will suddenly come to an end, and they will have
ruined their own credit standing, just as theiny would if they defaulted
oi any other loan, if thev abuse it.

Mr. PALYL. No. it is not so, because according to the statutes of
the fund if you exbausted your quota and couldn't pay, it is just too
bad. As a matter of fact, thlie spirit behind this document, as expressed
in the origilnal Keynes program was thai if the fund comies to an e(nd,
if aa scarcty of the crucial currency arises, or of gold, which is the
same, then the responsibility is on the credito: "Why , if you would
take enoug imports, then there wouldn't be any slsortage of yourl
al:nl'ceV xWh doesn't he bUv ierOret iron foreligl rouhntr e a' The
fallacy in th at is tie tnhat it depends on us whether we can
bluy more thall we sell, overookig that the Amerie balance of trade
is always favorable wiatver foreign l e policy we pursue.

Whether we have high tariffs or: low tarieff we always *ave a surplus
in the bnlane of trae beuse cwe are sUlleh a forntat country that
we produite bothi raw mnaraltr a l irndustrial goods and do so at ionsh
efficimcy. It s.ms very unfortunalte that we are so foritWunatt, but the
(ins talnt lf t!is hat otther cuntries always have a eleicit io ahei triade
balanesi againstl us.

Now, according to this idea, t his is our faul, as if we could correct
it. As a matter of fact the advocates of tariff aboition argue in a
fashion which is misleading, in lmy opinion, because they overlook
that if we won't have a tariff our own cost of production would fall
and rowe could export more . Uder ftree trade we might have a bigger
ixpo, t surpl us thean aunder the tariff.

Senator Furnaam¢onr. I hope that you understand that.
Senator TAlr. Surplus.
Senator I'Lnrwmlwrk. We woulnld be better off if we dide ' have any

at all. [Laughter.]
lahe Caadt. t. Are there any other questionsd
Seniator IarFT. Mr. Chainnan, 1 would like to ask the witness. Hr

has pointed out the failiulire to get rid of excha inge restrictions, tile
legitiniatizing of exeh:nge restrictions themselves. What about the
currency devalualaion features of the fund~

Mr. P^L¥I. I didn't delve with them so muelh, for two reasons. One
is that the firl is pretty specific onl that, limiting them to a minimum.
There is nothi ig like tihe provision tlait introduces foreign exchange
tsrtlrictiuns witlI regard to introducing devaluation. That is much
better taken care of on the whole, and that definitely is a p toress.
It is [~erhaps the o,,,st valuable aspect of thie fUnd's statute, that it
broulit up the probhlm of compel itive daevaluations and tried to tackle
it, except for the case of a concerted devaluation of all Countries, which
of course would work to the enefit of some countries which n~eed it
badly and to the disadvantage of some other, and execpt for the case
of freedom to devalue after the scarcity of the crucial curneny has
been declared. Otherwise I have very little to quarrel with on that

score.
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Senator TAr. Of course, a country has the right to devalue to any
extent if there is a substantial disequilibriurmn created by your internal
policies.

Senator MriauoK. Fundamenlah disftpilibrium.
Mr. PALY, Quite right. But then thle fuind has to agree on it, o

the fund-
Senator TAFT. Well, tile fund doesn't have to agree in such crusc.

They cannot object on that ground.
MIr, PALT We], they nmay be clever enough to fid auother ground

on which to objeet. ThIerr I wolid tlst tie manaenmenent of th&l
fund, b IIause the iwhole spirit o(If the ftnid is to keelp devaluations to
the inimum. Maybe I am too optimistic oil that score. but I trust
the fund's attitude in that renpect. However, I like to point out in
that connection that tte real reason why I don't worlry ton mIuch about
devaluations is not whal the fund's statutes say about it but hecause
nobodly wants them any more. Devaluhiations ave heorme very ira-
popular. The real metiod of initernationl monetlary warfare in the
future consisis of foreign esehage regulations.

Nobody really anits on ldevaih;ion. Take the ca.e of Franer; they
lust hang oil to a ridiculously high vatluation of tlhe franc. Why
i don't ti nk I am wrong iI assuming that the reasol is that dlevalua-
lions are very dangerous when thie monetary system is highly inflated.
When we devalued in a deflation, in a depression, then it had the
effect of--it had no major ffeA. at home. Ei her it had no effect
immendiately or the elfect was to raise pris, and that was lesrrntIble
at the tine; hut when youn iave an if&i te III mioetY trnetur Itre, what
will happ)en to your price svsiemln Iop Aclon t nt nPew devalui-
tions beeause they' ar the signal for prices to rlun awy; ilnd therefore
nobodly. no responsibl e financial istatesinm itdh whose ideas I am
familiar, thinks ill terms of bringing them about volunmturrily unhles
he is forceul into new deva ut ions; aNm, that iseens o he the general
spirit of tie ag menrii t.b

Lord Kteyane, the ieading advocate of devmi 1it os,. now advocates
stabiliiza t n nullesi vel·y extraordinary circ umstanices arisa, admittin g
not more than 10 percent devaluation as a rile. TIhey fear a rainway a
inflation to break in the markets if they starl to rmonkey--pardon for
lie unilntlely expression-r-with thile ghld contltit of thir jicurrlcy :

while on tihe other hand foreign exlcn, q regulations are irvisible.
The publie-does not notice them. TFIIe pIepl e owly notice that the
pound or the franc is at such anti such a par. but that you can't go
outside of the country, and Tou calmot buy abrolad, and trings like
that, foreign-exchang regulations,. don't affect tile j'udgment of the
public about the vatle of thie currency and don't lrive it into) trhe
markets.

The Cnam^MA. Are there any other questions?
Senator FUTIraOT. To' srm up your principal criticism, it is those

paragraphs which do give them permission not to pay under certain
circumnstances?

Mr. PALY. Yes.
Senator Frruinmra. Would you say, just assuming that thol* w.ere

taken care of-would you think then the fund would serve a useful
purpose?
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Mr. PaIYir. Absolulely, because tie implication woulld be that tie
debtors have to clear somethirin at home so as not to get into trouble.
They would have to clean their louses so far as is necessary or possible
to reform, Oil the other hand, the fund managsement should have a
free hand in controlling them without too radical measurs of bal-
ancing their budgets.

Senator FurLinow. It could serve a little better purpose, I'll say,
than just taking the same amount and lending it to them bilaterally
by loans. Threm is some merit in getting the 44 nations together in
agreing to certain t hings.

iMr. PAL. Definitely.
Senator FUrBalnrnr. Is that right?
Mr. PAINT. I would agree, definitely. For example, in the ease

of devaluations I think it is a very useful thing that devaluations are
at least stamped as not desirable. That is an important step forward
on which the authors of this program ought to be congratulatelt,
esPecially if ou visualize what a sacred cow the freedom to devalue
the currency is n soie countries, like in Britaill.

Senator FrutrourrT. If you will assume this, we will just assume
that we had 6 billion to lend. You would say it is better to at least
take part of it and lend it in this fashion and part in the other
fashion-

Mr. PAtIN. Yes.
Senator FuiJtimrriOT. Than to plit it all in the bhank and to lend it all

in ust st raight bilateral loans is that right?
P mr. PaLm. I don't believe in the bank at all. The bank is nothin

else than another stabilization institute without any regulations ann
limitations.

Senator FULnIrlonr. \Vell, our bankers think that they can examine
these loans, and the much prefer it,

Mr. PALy. But I tn not a banker.
Senator FuLtnrOHT. What?
Mr. PALyL, I aml not a banker.
Senator Furnromr. Oh. I thought you were a banker.
Mr. PaLY. I was an economist retamined by bankers, and I am still,

but anybody can retain me as a consultant.
Senator ruTn aomr.t Oh. Well, the fund is far beitter than the

bank?
Mr. PAnL. The fund is the only thing, in my opinion, worth dis-

cussion. The hbnk ought to go up in the fund and be part of it. If
you want to do the job, put it in the fund.

Senator FrLamri. I see.
Mr. PanlY But I started out on that perhaps before you came in,

Senator.
Senator Fvmnarnmr. You would prefer, if anything, to abolish the

bank and take that capital and put it in the funl to make it stronger!
Mr. PALVi. That is right.
Senator Taar. If it were a perfect-
Mr. PAiT.¥ If this could be corrected.
Senator FurRmmuT. Yes,
Mr. Pan. Whlat I pointed out is, I think, the shortcomings of the

fund anld very bad shortcomings, creating new diketuilibriums instead
of correcting them.
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Senator Fumrmrr'. The principle being that we should make them
promise to pay. We give them a legitimate "out" of their promise;
is that it?

Mr. PALYX. A legitimate "out" on almost any pretext--alhnost, if
I may exaggerate a little.

he CHMnmiANx. Did you say anybody could engage you? Is that

Mr. PAIY Well, I was sort of joking. I mean to say that I am
not sold on banks. As a matter of fact, I have nonbank elients, too.

The CHAIRMAN. I see.
Well, I think we have concluded the hearing for today, haven't we?
Senator TAn'. Of this witness.
Mr. CnAIRMAN. I have here a table prepared by the research assist-

ant to the minority leader, at a good deal of trouble, showing tihe debts
of all the foreign governments to the United States, those which am
in default and those which are partially in default, those which are
in default as to interest; and I think it might be valuable as part of
the record to show the condition.

The CHmiArAN. Yes. Does tiat relate to the overnment, to our
bonds?

Seiator TAmr. To our bion Is.
The CHAnIAM . Government bonds?
Seator TAFT. Yes; bonds of the governments that are in default.
The CCIAnrAN. Very well.
(Tihe table submlnitted bv Senator Tf aft ppears on p. 549.)
Senator TArr. Mr. Chah'man, is the counsel for the Treasury here
Mr. Lrxlxrn. Yes.
Senator TAm'. I would like to ask a question if I may. It would

save some time later.
The C(i fn, AaN. Is lie here?
Senator TaMr. Yes, he said he was.
Slnator MirmcK. You can sit right there [indicatingl.
The CnAIUMaN. Mr. Luxford, will you come ip hiere?

STATEMENT OF ANSEL P. LUXFORD, ASSISTANT TO THE SECRE- ·
TARY, TREASURY DEPARTMENT, WASHINGTON, D. C.

Senator TAnrr. In the bill it contained a provision as to the money
that is put up in this fund. The Secretary of the Treasury is author-
ized to use a billion eight of the gold now h1 the Stabilization Fund.

Mr. Ltruvmot. That is right.
Sniator Tlt-r. And lie is anul horized to pay the balance of $50,000.-

000 for ite plo'pose of matking these payments. I read at the bottom of
page 8 and the top of page 0:

The Secretary of the Tlreasllry il atho'rized to use as a publi-debti tralsaction
not to ececd $4,125,¢(),(U) of the pnil, eds of lay scurl(its hee aftler ibssed
inllier the 8&comiild lirty Bind Act, as tilnledd, ,nd the p.ill'po e for which
sealitiles may be issued nuder that ct are extended to hInclude such purpose.

Mr. Lnxrom,. That is right.
Senator TAFT. I don't understaud whlat tlhat means or how it can

be done that way.
Mr. LrxexlrD. Senator, the first precedent for that was in the e-

ation of the Reconstruction Finance Corporation in 1!)8932. Since that
date it has beeo-
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Senator TArT. Well, now what precedlent? What did you do there
in that case?

Mr. Luxlnm. Just this exact language was employed.
Senator TA^'. Well, what? To provide whatt
Mr. Luxromu . What it provided was that thhe-
Senator Tarr. For tile origiinild apital for thile IFC
Mr. Lxronu. Yes; to provide capital for the RFC. The instruc-

tion to the Secretary of the lireasury by the Conjress was. obtain the
money by pnblicdebt transaction, which means in effect that he bor-
rows the money and applies the money to this invetnestmn Now, tiat
was originally done for the first time im 1932 with the RFC, and every
extension of the RFC's capitalization since that date has beenl by that
plurpose.

It has also been used in the capitalization of the Federal Farm Mort-
ag Corjpoation, the FederalS Deposit Insurance Corporation. the
HOC, the United States Housing Authority, TVA, and the Cont-
Duality Credit (orporation.
ScueatorTL'u r. Well, how do you get around the Constittition l The

(Constitution says no money shall le dti wo front the Treasorry bit in
consequience of lpprpo andrins mau e by law and a reglar' at'atement
and account of the receipif and e xpenlit'rse s of all public money shall
be published f ri, time to ti me. tow can you-

Mr. L xrom. I would believe probahly tFit had nbee, raised before,
buti thie answer to that i

Senator TAVT. I prensume so, but what is the a¶nswer to it?
Mr. Lax ron.. lie answer is that that amotlnts to anl appropriation

lnder the Constit ution, because Congress-
Snator TArIT. As a matter of Itact it is not ani appropriation act.

Under the Rules of the House it would haeve to go to the Appropriations
Committee if it were anll applopriation. It isn't ail appropriation.
It is an aiutlorizatioi. I mean I don't see tiat. Thlat would make
thisa aa pproiprintion hill if Ihat is an appropriation.

Mr. Luximn. Well, the answer I an t giving you, Senator, is that
by a very defiito Iiouise and Senate practice you have been using this
method of financing investments by the United States,. The dis-
tinguishing featllre--yoll iay hlave more than one way of appropriat-
ing, and this procedure lhas been used where you are uivestiiig capital
a not motlaking an, outright expenlditure like payment of salaries.

sealaor ITnA. Well. I don't understand that. I dont think it is a
proper practice nyself. I don't know how we got into it, but it seems
to mc-

SnIaltor FULRIorT. What we do with Commodity Credit, you were
discussing thle subject like this, don't you remember, in order to avoid
therm going to app~ropriation

Senaitor TArI. Well this question of whether oi ]lave a corpora-
tion--if you hav e a corporation, you may say tXat corporation can

orrow mionemy and spen it for certain purposes. That is not a Gov-
ernment obligation ten, an} tlhat one never goet in the Treasury.

Mr. Lutxrom. It is a Government ob igation, ii tile sense that the
United States Government guarantees it.

Senator Tar. Vell, it Iia guarantee it, bult the money never goes
in thle Treasury. This money, you issue U. S. bonds, and vou tike tile
money right into the United states Treasury, and the Constitution
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says thlat no motne shall be taken out (of the Treasury but in aonse-
quence of all applo lpriation made by law.

Mr. LrxroFa,. The point is, the obligation of the United States
is thile same. Under the (Commodity Credit Corporation you are guar-
anteeing that obligation just the samle as if it were a [. S. lovemrnmlent
bond.

Sentator TAJt. Well, if they were the same I would say this would
apply to that also, but I don1 t think it is the same. It only seems to
Rme that it is ia way of taking out of your budget wlhat are in fact ex-
peinditures of thile (overmhnent andI ought to be einclded in tils annual
statement of receipts and expenditures of all public nmoney, and it
ought to he listed as all appropi ahon.

Mr. Lrxrom.} Well, crtinly this will show u p in tie daily state-
ceit of the Treasur y.. 'lher0 wiil be no eonceiahineni of this invest-

ment. The point, however, is that vou have a tradition istarting in 1932
that where you are not really spending money, ut ,you are investing
it like in TVA and RFC, you put it into a .qparate eategor.y

Senator TurT. I suggest that anything staIt4~d in 1932 or sinwe then
is not a tradition.

M"I. Lnxron. Well, that is a questionl.
Senator FlrmlT. It is just bad practice; is thatitl [Laughter.]
Senator MnrnacK. 1932.
Mr. LUxmIn). Thlat is right.
Senator Mum{UocK. Prior to the time the Dem;oeratic administration

camle in.
Mr. Lrxrom). That is right.
Senator Munlotic. So, ifit is a tradition, it is a Republican tradi-

ti~m.
Mr. Luxrom}r. It slrted in 19a3.
The CHAIRMAN. Well, the conmmittee will adjourn until tonrolrow

mmting ,itt 10: 30, over in the other build ing.
Senator MmmocK. Oh, yes, Mir. Chairman.
Tile CHAIRMAN. Yes. One minute.
Senator Mrluocxi. I have again heard from Ren6 Leon in New

York, who is very anxious to appear before the committee, and ad-
vised that he has telegraphed you and I think written you a letter,
and I agreed that I would call his desire to your attention, that he still
wants to appear.

The CAinMAN. Very well.
Senator TAn'. Do you know which side lie wants to appear on
Senator MUnocK. I don't know. I have no idea.
(Whereupoil, at 4:45 p.m., an adjournment was taken until tomor-

row, Thursday, June 21, 1945, at 10: 30 a. in.)
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THURSDAY, JUNE 21, 1945

UNITED STATES SrNIAT,
CuOIMMrvE} ON BANKING AND CnRdENCT,

lVasimnqton, D. C.
The committee met at 10:30 a. ni., ursuant to adjournment on

Wednesday, June 2), 1945, in rmoo 301, enate Office Building, Sena-
tor Robert F. Wagner (chairman) presiding.

Present: S,nator WVagler (chairman), Murdock, McFlarland, Ful-
bright. Toley, Taft. Capper, and Millikin.

T'le CHmAsRAN. The comnnittee wiii corke to order.
Mr. Sproul I need not tell you what we are considering now. We

will be delighted to hear fromn you, I am sure.

STATEMENT OF ALLAN SPROUL, ERESIDET, FEDERAL REEVE
BANK OF NEW YORK, NEW YORK, N. Y.

Mr. S'Or'ao. MrI. Wagner, I nam glad to be here. 1 think as ill of
the, members of the cnmmnittee know I am p resident of the Federal
l*es*rve Bank of New York, and all of my husiless life has bee, spent
il the Federal Reserve System. It has been a career with rme. I
have no prelpared statement, but I have some niotes from whitch I
would like to ta k, if I mnay, before getting doan to the questions
whiclh you may have.

The ('CUiallAN. Very well.
Mr. SPRnor. These mintenalional monetary proposals which have

been ibrought forth in the past 3 years or more have been studied by
the Federal Reserve Bank of New York and the dlirectors and officers
hlave expreissd their vikws in tlnre miemoranda sent to the Board of
(iovenlols of the Federal Reserve Systeman at various stages of tile dis-
mussion. Hlowever, since consideration by the House, int passage of
legislation with ameundnments, tihe latter haits II notI been formally and
oltcially considered by the bank. Therefore I speak only for myself
and nobody speaks through ine.

Senator MUlinoKx (Oi that question, Mr. Sproul, it is difficult for
me to niderstand homw a man in your petition any more thanI a man in
my position 'an speak individually. I do iot mean you should be
denied the right to attempt t, speak individually but it; seems to mo
that nobody olding the position you do or the position I do can speak
individually. Wrhenever we speak it is just impossible to divorc
ourselves fnom onur position and speak as individluals. So, I anm quite
sure that whatever steatment vou may make will be construed as a
statement coming from you iin tie position you hold. Don't you agree
with mer

aWI
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Mr. Spamor. II must come fion nme in the position I hold but as an
individual il the position I hold and not as official representativo of
my board of diretors. I coneive it to he my Prlsnsbiuility on mat-
ters of great national interest, in Fwhhic I perhaps have some com-
retence and of whieh I lhave some knowledge, to present my viewsa

If asked by t he (,ongress or a comniittce of the Congress to present W
my views, it is my dity tyo do so. After a proposai'l b Lecomties law it is
my duty to help to carry out whatever function the Federal iReserve
System may have under'l the law, wholelhearidly and entlsiuasticaely.

Senator Muanocl. Are your views in accord writh the board of direc-
torsof our bank

Mr. Swneom My views wre' in accord with the views or thile board
of directors of my bank up to the time of tie louse legislation. As I
say, we have not fonnall and officially considered it since then and I
cannot speak for all the board of directors of my bank as to whether
their views would be hi accord with minie.

Senator MuailVoiK. That is the largest bank in the System.
Mr. Staioct. Yes, it is,
Senator Muroqxc. The largest bank in the world, is it not
Mr. Srlouni,. In terns of total ssets it is the largest bank in the

world.
The CHAIni AN. HItad they taken anII attitule on thile monetary pro-

visions of this bill?
Mr. SprOvL. Prior to thi passage of tlhe Ilouse legaisation they did

repare the three nmenoralnda I nitlioned which were sent to the
Moard of Governors of the Federal Reserve System.

Senato: Miu[nocK. Would you say that the attitude you will express
this morning is in harmIony with the attitude of the Boaid of Governors
of the Systemin?

Mr. Si'nor, No; it is not, I should say.
Senator Mutauctc:. Is it in coaliete with their views?
Mr. SrnorL. I think it is in conflict with the views of the Board of

Governors of the Federal Reserve System as presented in a statement
to the House committee and as I understand their views to he from
talking with some of them individually.

Senator ToBer. You appear here as opposing the agreement4 Or, W
wiat is your position, one of postponement or opposition to the
agreement, or to p[art of the agreement?

IMr. Svnonm. It will develop from what I have to say. I am in
opposition to part of the agreements, for postponement of part of the
agreements, and for adoption of part of the agriemeonts.

Senator FUIJRioGT. Are yot appointed by thle Federal Reserve
bank?

Mr. SrnotrL. I am applointed by the Board of Directors of the Fed-
eral Reserve Bank of New York, sulject to approval by the Board
of Govermnors of the Federal Reserve System.

Senator Futnnrorr. It is considered a public institution, the New
York banik.

Mr. SprorL. The New York bank is considered a public institu-
tion or at least a quasi-public institution.

Senator MTrmvocx Every share of the stok in the institution is
ow ind 1 rivately,. isn't it?

Mr. Sriour. Every share of stock in the institution is owned pri-
vately, but there does not adhenre to the stock the privileges which
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ordinarily adhere to stock. It dloes not mean control. It is nominal
stock ownelrship which entites tile member balink owners to a dividend
but means little else in the way of control or of participation in the
final ciedit policy of the System.

Senator FLBnnoT. Wlhere do your earnings go, io tile private banks
or the Government?

Mr. SPRoUL. The imenber banks get 6-percent dividend on paid-in
capital stock, We pay oe'm expenses including the dividend and after
that the earnings go into surplus and reserves. In liquidation they
would go to the Government.

Senator FuuLBRaIT, Yol must be liquidated, then, before any part
of it could igo to the (ovenient ?

Mr. Sm1orL. That is lthe way the law sIands now. At one time there
was a franchise tax.

I shall try in in testimony to spetak only of those things of which
I ihav soane know ledge aknd ill which I tbhink I have some comperice.
I do not know what imantetm of high poli ivy have been conqidered along
with these proposals other than what has been rumade public and ar
invoh red in this hgislatiolL

My approane to this thing is that there were 3 years of discuasion
and negotiation preceding Bretton Woods-pree.ding the Bretton
Woods agreement; that these discussions and negotiations were chiefly
between the British and Americans: othiers came in and partieipated
from time to time. but when the 44 nations (atloe Ioght hr at Blrdllon
Woods.. it was hl rg ly to ratify what had been done. I think it is an
exaggeration of Ile dificullty of holding an otiher con feene and secllr-
ing agreemnent of thie 44 nations to imply that these agreements were
hlamnnered out at Bretton Woods. I think the instructions to tihe
Iroited States dlegt n le gation ii it assnuption.

Senator Tosry. You would agree that in any operation of flat
magnitude involving so many rnations and so iany questions, that
there must 1e s. me spadework and preliminarvy drafting done, to have
a skeleton to work on?

Mr. Srouot. Oh, yes.
SBnate r Toiyr. In that respect it is no different I rom what would

iW done by any other group, whelher it is a bankers' convention or any-

iMr. Snore,. hat is right buit my view is ihat this does not pm~
chude us from hain ni, another conference of the nlations of the world.
TIhe spadework woufl still be done and could be built upon

Tile proposals are that the fued is to take care of short4-term diserep-
anties between balance of payments income and outgo. The origlind
conception was lhat it would thke care of tmq,oralY imbalances.
More rLcently, howevcr, it has ben discussle also in herms of cyclical
shortages, taking up to, say, 10 years to work out. I don't think that
was the origin conception. t don't know, myself, just how you
distinguish at the beginning between cyclical unbalance that may
take 8 or 10 yeans to work out and a long-term loan. I think you t
into very difficult water; but in any case that is the lrovineJ of the
fund. IThe province of the bank is to promote and encoreage inter-
national inenstinent; to make and guarantee long-term loans.

Now, as to the purposes of these institutions~-the general purposes,
of court, alre set forth in the preamble, but those are generalities to
which everyone agrees but which can and may mean different things
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to different people. I think they do. I think tht many people
a8low a yearning for international cooperation, which we all have, to
give them assurance in advocating thin~ they don'I know much about,
because they agree with hopeful preambles.

But aside from these general purposesi to which [ think we all agree,
altough we may have our differing interpretations, what are the most
important practical reasns for considering these proposals. The
imnie¢iate or n-essing or practical reasons kor the fund are that we
are geared to free mutltateral trade and that tlie British and some
others hare hbeen leaning ioaward cointrolled bilateral trade. It is sug-
gested that this country in the inmmediate lstwatrl years will create and
maintain conditions necessary for multilateral trle in a free exchange
market, England will undertake, after a transition period of, say.
5 years, diillg which even exchlange, eotlrols alld atral CuIrrency
arrangements are permitted, to join in a fre multilateral trading
system, if she then thinks the conditions are right. I think that is
the question of interest; in considering this Itrntionaio Monetary
Fund proposal, are we going to get a multilateral free trading world.

The immediate practical rason for the banik proposal relates to the
fact tha thhe balance of paymants to tile Unitet States has hbeen out

of balance inf p st yearo in the sense that we have xsported more dgood
ai d servies th an we imported; e have not lerit ion tey flUmdd steadiy
and substantially to balance the accounts, and at times we have tinded
to dhra in tihe olds gold. It would be better fr 'ns to eanerfrage
and regularize fowigai lendigg so as to rteconst ruer and develop foreign
countries, to prosoh the gmaiwth of international trade, and, even-
tually fo balnea ]te' acrcounts by importing goods and services instead

wor inetprinci al n lender, we miht say, "Why set up an itemwralinl
bank to lend oure molle¥ for .s I thlink the joint and several gcnar
anty of the itnitbers of the bank is songe prote al o us, thougil, and
we need sorme sort of internal onal financial institution to serve as a
place of consultation. discussion, and development.

The rest of wihat i hae to say is centered on the fid, beause tilhe
bank seems to have fl/ne almost noncontrovelia l.

Thei CfariAN. You are for it? m
Mr. SPaori,. Yes. The linla (fi questkom nahbot the fired, assmiintyig

tha ti u le lea os merit , is: Can it ald wil it work, or can we nrake it
work in the transit ion pevriod during tie ilst years after the war, and
is it a glod bargain for' the United States? I don't think it will wmok
or canahe m0adi to wrvpk as iit end. dt because I (Ion 't think the conditions

will e right. I think some other things will have to be done list,
some other devel me nnus will liage to take plt:e. I d ion 't think any

international monetary syst em which involves tie disciplintes i Mevs-
sary for an international system will work in the immediate period
after tile war withoutt excbange onltroli as is admniitted by tile filni,
and I don't think the fund and exchange control belong in tile gamle
rooll.

The fund is essentiallyl a long-term mec hanism to iron out temporary
unbalance in in tegnat i ioalfimnn nil aiacounts. If the i lea has validity,
the soundness of its loans would not depend on the purpose for whicl
they are made but upon their magnitude and upon the general hal-
ance-of-payments position of the borrowing omuntries,

In the transition period the assumption on which it must be bhad,
that there would be ,onnral swings in the balance of payments, just
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won't hold good. For many countries, for a consideratle num ber of
years-I, 4, or r5--there is going to have to he a good deal of rehabili-
tation and belt-tighteing be fore they have any cshance of getting back
into a state even approaching equilibrium, and to where they could

a participate properly, as I ee it, in the International Monetary Fund.
Even in the longer term, of course, unless there is a steady and adequate
flow of long-term investments which would in part ht helped ot by
the propord bank, and tunles there is a inimum (degree of domestic
stability in the principal industrial or commercial naiotins, the fund
will not work.

No international monetary system, in my opinion, whether it is the
gold standard or the fund or what have y~o, will work and survive
mn a long period of depression such as we had in the 1980's. when the
mtost important countries of the world are suffering from a severe

My approach, then, is that I vwould be willing to work further on the
idea of the fund to see if it can be developed for longer-term use, but
I consider it a disservice to internatlinld eooperation to launel
it in the transition period. I don't think it can work out properly.
Despite the efforts to protect it. I think it is likely to become a catch-
all for the inadequaeies of other transition arrangements. If the
needs of nations are not met by other, means, I thinkl there will be a,,
irresistahle teiidt to se t isel in trnationai cIIrrencv reserves pr'o-
vided by tihe funrd. whieh ill any ease are the most rendily available.
I think tihat would lead to new distortionis Sand eventual break-down,
a new minaldistribution of reserves, and international friction and
recrimination which would seriously affect the cause of international
coope'ration.

In addition to the fact I don't think it will work or can be made to
work in the transilion erilod, Ihe proposed funid agreement, as far as
I am eonrievned, has othlet (haw-backs front the standpoint of the
Uniteid Statei as ia international comrpact. I think it submerges the
idea of two-sided interinational adiustment of an unbalanced position
and tends to pil, too great enmphasis on the responsibility of t ie ered-
itor country, which in this case w tould be the United States, for correc-

aive adjustmnients, and it also Juts too great em lihasis on the use of
exchange depreciation by the debtor country. We have article IV of
thel fllnd agreement. w ich makes devalhat ion of eiirrencvi little Imore
than a tquestion of conulIting with tihe fnid before devalhiing. There
is the question as to what is fundanuental disequilibriun, wVhichi caneot
be hMalengedl if it levelops bencause of the politi al iand social doriestic
p"licies of the country ornicerine(d. That leaves you in a position in
which a country can take ldoirestic action whibh will bring about wlhat
mlmst be tonslldered a Iundunamential dlie( tuiibriumh n and tlhen be free to
devalue its currency if that seenms to advance its interests.

Coupled with article IV we have artiele VII. the scarce eurrency
provisions, which. , if it were brought into operation by interunational
agreement entered into in advance. puts onil the Tited States tihe
responsibility of having brought aboutt at, urnbnlanced in ertali ian
position amd the responsibi lrity for rcoreeling it. I think in the past
the gold standard has erred on the side of reqluirilg too fgreat adjust-
meat, perhaps, on the par of a debtor country and too little on the
part of a relditor, hut I thinik these proposals go too far inll the other
direction and rmeqttir too great adjustmelnt ont the part of the cnrditor
and too little on the part oif the debtor.
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Secondly, I think adoption of the fund may facilitate the avoldanceo
or postponement of solution of more difficult problems, such as agree-
ment on interritional trade policy and the problem of the pound
sterling and the British balance of payments, Iboth of which are neces-
sary to exchan e stabilization. of -

thirdly, I tiunk tile fund may luil the permanent use of a -
change controls to implement tile control of capital movements and
the repurchase provisions of the fund. I think the Monetary Fund
agre'ement may institutionalize exchange controls and make them a
permnanent part of our machinery of international relations.

Fourth, on the positive side tile agreements as they now stand sane-
tion exchange eoitrol, mnultple currency practices, and clearing agree-
rents for the ransdition period, say, folr 5 years or up to 5 years.
Negatively, I believe, they may be'held to sanltion internationally
and indefinitely discriminato ry tade iarrangemelts and other dis-
cri mii itioli, excepting only curreuecy discrimiinati ni. i ]I thiis is a con-
bined onetnl{ 3'onventiot and commerciial Onlvaentionl or more of a
tradeira eo etitolt thaI a mi onetary eOelvtioII, as soeine Of its pro-
ponent s I ¥eugested, a quotan ate IIetel s ligl r or "balt4"
o get otfher natioins of the worhlt to Conie in. th en I tlhinuk its aceotm-

plishi ents are mcli too modest aid we h]avenlt gotten nearlly elinmgh.
I think the fund lins mechanical defexts glowing ont of the fact

it is composed of a nlikrellanv of 44 cnrrellcies, not all of which are
isabllie inter' ation ully. Thereb will be a d iscrepancy between tihe de-
mard re n' reesented hy the 44 notas anlil tih su ipqly as lereselnted
by the few titerlitiolla}ly usal, e currteicies, prinispally the United
Sli t!s dollir.

In all tihese ircnumsta'ces I am nunh ie to see why we iinmst save the
fund without the dottinI g of an i ore t!, crossinig of a t. We are told
tiet tinless the hined is retained there will have to be another confer-
once and Ilhat rejection of anuy part of tihe output of ihe last Conference
wouhl 'eoqpardize internat ioia/ cooperation in all lelds and set ius
blck on the rowd toward isolation anld other natrions on the road to
e4(olnaic warfare.

In nmy ipfnion, we can denlonstrate ollr inSternati onal good faith a
Ind ,esonsi ility in other ways thai )y ratifying all of the Bretton

Woods agreemncits. WAe cal deiouistrnte it by entering into interna-
tional political arransmm ents such as are envisaged it San ]clranisco.
We cain demnonstrate if, I think, by authorizing participation in the
bank with suggestions for enlarging its powers. WVe can demonstrate
it by askintg for further study of tile funit and its operatins with
report aIs to whether nd a lhen it should be set up. i i iiaig in mlild the
requirements for itl sictsful operation, such as iiternaia ional trade
sind eommodiity agreements and solution of the British balance-of-
amnlents problem. If that sort of a ction would re tl lye another con-

frenee in w order to salvage what is goodtl in l'iettoio Wiods, I think it
·cuii d be suggested by Congrers, qluickly convened, a d ii, my opinion
quicklv reach an arlemnd ent. Tie dhe sdwork has all been done during
t ie ialt 2 or 3 vyeairs. anda agrt ofeent by a few of the pri nipal eoun-
tries would finld ready ac'eptanee hy the rest.

In order to preserve those funetioans of the fnrd which have imme-
diate use, the hank plan couhl be strengthened and broadened. I
would suggest the removl of the two clates which make member-
siip in the bantk depeiIdent upon membership in the fired. I would
s ggest a provision for initial determination of exclange rates i
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consultation witb the bank, and for further consultation before subse-
quent alterations.

I would suggest a provision for consideration by the bank of removal
of exchange cr tropls, discriminatory currency arrangements, multiple
currency practices, and the avoidance of Competitive rate changes.

I would suggest a provision for the coltilletion by the bank of sta-
tistical informal ion on trade, oneletary reservesl and so forth, and for
coammune ating the views of the hank to its members.

I would suggest a irovision for longer tern stab ilizatiion loans,
selective and controlled loans, involving no needl for the adoption of
loose international conetary principles thie conplicated repurchase
provisions of the fund agreement, and tihe scarce currency clause.
That autnmoity for sthilizatlon loans by t le bank, I think, i some-

tlhing tt ill be eeded in thie transition period it either left out by
oversigt or else it was left b anging obl three obsure words in tile

bank ploposas "in special (eircmntanceS" This left a question in
thle minds of mnan¥ of is as to whether what seemed to be the only
kind of stabilizati n an which really will he needed and be deof prac-
tical use in the transition period, was going to le providled by eitler
the fund or the bank. General pu lose sabilization loans tov help
restore a whole econonmy are what will be needed in the early stages.

Finally, I think consideration should be given to a modest increase
in thahecapital of the bank, in view of the assumption of the stabiliza-
tion loan functioni which I suggest.

If the,, things are done ald the Bank p>roposal adopted, this morntry
should then attack the British problem as an absolutely eential
prerequisite to cullrreney stiIilizatrmn. Uldess we clear tie dleek with
the Bditish, I think any stabilization we have will be a mirage, whether
we have the bank or the funl or both.

That, in mnly opinion. includes finally wiping out tihe debts of tbe
last war. a liberal definitive settlemnent of lend-lease obligations, agree-
ment and perha ps help on a program of liquidating the blocked fsterling
balances, and agreement and he p on meeting the delicit in the balance
of payments in the immediate oitwar years.

If we don't (do these tilings. think Britain is going to embrace or
be forced into hilateral trtladin g arrangemen ts anld clearing agree-
metis, T don't tlhink the Motnetry Fund comes anywhere near meet-
ing that problem. And we have to remnember, I think, that the fund
d(os not inclide renuncieiaitio n of nommercial measures of economic
warfare, only currency measures. I think thie fund agreement is really
powerless if countries are at liberty to hbypss it by arrangements
aHooting not tie pavniten its bint tile acttal nI i oenet of goods.

Senator TonyE. You are familiar with tilhe fact that at San Fran-
cisco an economic council has been set Ulp and these matters comle
within the purview of that council?

Mr. SRaotmu. Yes.
Senator Toowr. That is a healthy sign, isn't it?
Mr. Sn.ornt. Yes; I think it is. But my point is that in the Bretton

Woods proposal arrangeements affecting layinerits' but tile actual
irovelnlltlls of goods are inot vc!reld, andt t lerefore, we are not really
dealing with the reality. That goes for Russia as well as for Great
Britain or any other country. In Great Britain Mr. Churchill has
recently stated in a manifesto of tihe Conservative Party that Great
Britain will not give up its rights to safeguardl its balance of payments
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by wlatever means are necessary, and I think that repesents British
opinion

Thevnfore, I say: Why do we not revert to article VII of the
lend-lease agreement with Great Britain and discuss these prob-
lems in the terms and spirit of that agreement and see if we cannot
work out a more thorough settlement of the British problem--which W
I think is a prerequisite to any sensible aproaclh to international cur-
roeney stabihzation. I think we are tossing in some of our chips be-
fore the game begins, and at the same time we are jeopardizing our
chances of doing ar sucecssful cooperative job.

The CIIAerA^x. Are thej aRsy qnestioons
Senator Ton. Yes. Mr. Sproul, you ha e stte very frankly

y~ou are here represetriing Mr. Sproul alone. Of Cne ourse, iw yo
are a dttor or a spckialisl. Yoocmie forth in the demoratic ) reos
and give your test imony as you have dome. We all know that t iotors
disagree ad certailvy l ankers disagree. I asunme yo kno~w Mr.
Ralph E. Flannd rts, president of the Federal Resarrve Bank of Boston;
Mr. Alfred t. Williams, president of tile F ederal Rehsere Bank of
IPhiladelphia; Mr. Ray M. Bidney, president of the Federal Reoe-ve

Bank of Clevehmd; Mr. Mugh, Leach, presilnt of the Federal Re-
serve Ba nk of Richmond; Mr. W.i. McLarin, president of the Federal
Reserve B ank of Atlanta; Mr. (, S. Young. president of the Federal

Nit.~ ~ S.co' ,e~ I% .'

ReseIve Bank of Chicago; Mr. Cbhestr )Dais, ifresadent of the F ederal
Reserve BRank oL t. Lyis; Mr. Itkyton. oi etsien t of th e Flederal Re-
servwil ank of Mimeapolis Mr. II. 0. Leedy, President of the Federal

rser~ve Blank of Kansas City; Mr. R. ft. Gilbert, president of the
Federal Reseive Bank of Dallas You know them all, do you not?

Mr. Sn·om,. Ye~s I do.
Senator TVonn. They are all in favor of the Iretton Woolds agre-

meat; yout knlow that?,·
Mr. SraovL I only know that in the sense that Mr. Flanderi, Mr.

Williams. and Mr. Iavis are in favor of the agreemlent. As to the
4t heis, they mII in y or may not he.

Senito r' Ioiwr. nI ic give you their testti ony; they all favor the
adoption of the filld.

Senator TMur. Without amendment?
Se natlo TOiry. AS it 1passed the House. You appear before us not

only as against the fnd but you also favor or ask for a postponenent
of it: is that correct? Is that the tenor of your remarks?

Mr. SIto'y,. Yes.
Senator To'I' . You aile aqtuilinted with rrof. Oliver Sprague and

his viewpoint?
Mr. SPROVL. Yes.
Senator Touy. IDo you look upon bin} as an eminent authiority on

currency matters?
Mr. SI9romL. Yes.
Senator Tonir. May I read a statement that Mr. Sprague made the

Other day in contradistinction to your view, with all due respect to you:
Now, If we air gohnl to have disordnere xbanllge and bilateral clearing at-

ralgmenmts, I tillIk thebr are rery few so-called prodluetie foregn loans which
are li any lelrtai nse rleally seurl.

That is my re. ton for regarding It as essential that we have some hope. tbhrough
some such devic, as the fund, that we may have a reasonably ordierly develom
meet in the 1olletary arnngeenrts between cllrles with a minimum of re
strictions pon tralNlfers and a lhinimm of bilateral and other spmial arrang.
mernt betwen on,'triu,
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if you do not hvre the fund, If you were to establish the hank only, then I
should Imagine that moat eountrien would take the view that thie only course
proler for ,them was to develop one and another of the variou kinds of bilateral
ommercial ;sphelal arrangements which were devised in ilrge part by my old
friend, Schacbt of the rlehsbanlk. That kind of thing was developed in a very
extenslve wy I, the thirties and the conditions are not unfavrohal to the per-
Bitene of dealings of that kind by countries that find it, for one reason or
lotlear, exrcedingly difficult to pay for even easential imports.

Without the fund, my foreeast would be the develdopmnt Of so many
bilateral rstrietihe arrangemets tha the utility of the bank would be very
much diminished.

YonU don't cociullr in that?
Mr. SvaotL. I don't concur in that; nio, 1 tink that, during the

transition period it is admitted by the fiunid we are going to have or-
&fly cunremcy arralgen ents brought about not byi the fund but by
exchange control. We are going to have bilateral and clearing agree-
ments. They are in its trials permitted by tihe fund. We are not
going to be able to avoid thes various arrangements which Mr.

Sprague speaks of diring the transition period. Tlhe Schaechtia
devices arie adbuses of that srt of arlalgelnellt which need not of tem-
selves bewiollydestructive. I think they an be a an may be. 1 think
it is all imip ovejnent Iupon their to have nmltilateral trading, but they
netd not be of themselves wholly and eontnliuously dentrective if they
are not absilaed as (],(- raliy ablisel them.

Senalor T1AM^. May I ask one question there?
Senator Tosre. Yes.
Senator T'rr. In other words. while you agree with IMr. Sprague

that these thinigs onglht o be rem'ove , you t niik the fund won't
relnove them.

Mr. SPROrL. It will niol Iremove them, and it adminits it will not remove
them for the transition period.

Senator TFoiy. Now,. as to the matter of lostponement, again
refriring to Mr. Spra ue, who has been adviser to the Federal KRe-
serve Bloard, tile Bank of England, and the ITnited States Treas-
ury, and in contradistinction to your contention that the fmund should
be postponed. I read as follows Mr. Sprague's viewpoint on that:

I do not .. e.pt that (the sugestion, that the fnd li, delayed 3 to 5 years)
hbcause in tme uen,,time I should fear a good many undesirtile developmnts
would take place bwhib may not t'ke ploce if we establish the fund. *
I s44 no likelihood a that an orderly mexhange r!latlonship would be
developed by simply waiting.

* It sems to me you are asking to create a situation which Is so
oIee and comfortable, and you need sueh good equilibrium that the fund would

I;4 PlOtty nelrlly s{llpi[)sag+,t and I sholld think the bank might be also * *
PIieis will be determined in this period while we are makingl some further
investigations, and I think these policies will be of a kind which will lake it
e'rhups impossible for the fund to function well or for the bank to issue very

many securities that are consistent with safety.
Yin cannot wait wille the house is burning down. You have to use what

insorumintalilties you can In the hope that they will serve.
Just try to imagine yourseel in the situation of the more distressed countries

if this is more or less Lndefinltely postponed. It seems to me very clear that
that plstponemenf would bare an influence in the determination of policies away
from well-orderd relatiaonshila, all aromun tile world.

So, I say we have emiient authorities like Sprague and we have
the presidments of the Federal Reserve banks. We have their testi-
mony before us. We sit here as a jury and weigh the evidence and
in a sense decide the ease on the preponderance of the evidence.
Now, the preponderance of the evidence is all in favor of the adop-
tion by thre Senate of the bank and the fund as it passed the House,
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based on tile expert testimony of members of the Federal Reserve
banks and on other expert testimony. Is that a fair statementc

Mr. SorrUL., I think it is an exaggerated statement.
Senator ToneY. On what lack o evidence is it based ?
Mr. SrROUL. Well, with all due respect to my colleagoes in tile

Federal Reserve System, the Federal Reserve Lanks of the other W
districts are not so closely conceirned with the international operations
of the Federal Reserve System as the Federal Reserve Bank of New
York, and I think they would be thie first to adoit. many of them, that
they are not experts in matters of the sort we or diseudsslg here.

With res pect to Mr. Sprague's quotation which you read last, I
tlink that the kind of international arrangements, which lie fears, can
develop under the fund as well as without the fund. But if they de-
velop under the fund, they develop with international sanction and
approval and when we come to the end of the treanition porenot
and some country, Great Britaini, perhaps, says, "We are sorry, but
our situation won*'t permit us to enter into a free multilateral trade
arrangement;" we will have to go on with these agreements. which
have sanctioned it in advanet, te thingse le s{s ha ppening outside
of the ru " I say currency stabilization during the trnition period
is going to be maintained by exchange controls in any caae, not by the
fund.

Senator ToBEy. As to the relative importance of the presidents of
the other hanks in contradistinction to the largest bank in the world,
which is your bank, the fact remains these men would not hold these
positions if they were run-of-mill financiers. They are experts in their
line, and they spoke and gave their testimony as such. You are ap-
proaching thiis thing as a banker, as you should, backed by all te
conservatismn and good judgment that you have acquired by years of
experience. We are not approaching it from that standpoint pri-
mar-ily. We are approaching tieis thing bemause we se the world
prstrate. We see that the alternative to doing something is doing
nothing, and doing nothing is chaos, in our judgment. So we have the
option of putting 2 or 3 billions illto this fund or doing nothing and
having chaos. Ac~rlding to the press, we spent $8,000,000,000 m the a
first 22 days of the Okinawa cunpaign. We put that yardstick over W
against the fund and we see the whole amolont of the fund is less in
dollars alone thn the cost of the tut oear o days. If we can afford to
spnd $8,000,000,000 every 0 days lo kill mn nd iermaimz them for life
and to destroy so much of the world, n God's nale can't we afford to
take a chanee on trying to bring peace to the world?

Mr. S,'noum,. I appear not as a banker but as a eontral bahiker. There
is quite a distinction, I have no years of conservatism behind nie.
I have years of trying to imp)rove and develop atndl liberalize the func-
tioninig of tie dommiest nd intemiational i banking mchi nery. I think
the question of what we are expending every day on the war as com-
pareid to the cost of this gareenmeit has nothring to do with the case,

really, Senator. I am not particularly concerned. myself, about the
ost of these arrange·ments, Under/ the gohld ,taidard we corn-

mitred ourselves to give way or to sell our goods and services in re-
turn for gold for which we( did not have any particular use, in un-
limited amounts. I am not partieulary concerned about the cost of
these proposals if we are going to get our money's worth or anywhere
near it in improved international relations.
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Senator Tolley. That is wlhat concerns us.
Mr. Sealout. That is what concerlns you and that is what concerns

wie.
Senator MutMati. What did you mean, Mr. Sproul, earlier inyour

testimony when you mentioned what I thought was a very significant
factor in leading you to arrive at your conclusion-that becoming a
part of Bretton Woods was not a good bargain for the United States?
Would you briefly tEll us what you mean by a good bargain?

Mr. S or.. I tried to deelop that. I tlinnk ia good bargain for
lhe United States would he one which c-arried in itself the seels of a
likely solution of the dilliculty of creating a world of multilateral
tralde,. on the desirability of which we are agreedf , and some of the rest
of the world is not; at least some countries lean L toward bilateral trade.
I think we shouhld not allow oureolves to have a rose pinned on us for
all the adjustlotse whlich are to be made, in case of international im-
balance, as the principal creditor country. I think we ought to receive,
for all thle eontributiens we make o tohe fund and the bank, retunls
from, the ohlier countries in the way of eonce!'ions with respect to their
inireneyy poliies and their trade policies which will give us hope of

a1ding to this world of maultilateal trade we are all trying to reach.
Senator MunaocH. You do think that ltinatly thi s internati onal

rrangemnent is at goal to which wat should work?Mr. SRou. I do. I think thke goal of multilateral trade internra-
tionally is the goal wnikc from the standpoint of this country and I
think dirom the standpoint of the whole world is the goal toward which
we should work. I think the bank can cont ribute materially in lead-
ing us toward that goal hut I i don't think the fund cal, at least during
the 1tansitioa pereiod,

Senator Mmtnuo K. You want to i)ostoneas It I undersul an it, and
make no i n ternational Econoiic sarrangement at this tidme

Mr. SPe(OL. NO. I want to make interaation econalomic arrange-
ieems. I want to se: up the benk now with expanded power. I want
mnre definite arrangements between ourselves and the British, as the
two greatest inteinational trading nations, ao that international

later lave a fair chance ol working.

bility reluires intenmtional economic stability; that if the underlying
eoonmnic situation is not present, your curreln1cy stability won't mean
anything.

Senator MURD on:. Don't you think stability of international cur-
rency would be very conducive to international political stability

Mr'. Sraon. I think we are going Io have international currency
stability, in ternms of exchange rates, maintained by exchange controls
for a number of years, as is contemplated in the fund. That is where
yon will get your immediate currency stability, in terms of exchange
rates. Tie kind of stabilization loans which will be needed before
three exchange controls can be relaxed and the international stabiliza-
lion loans of gneral character and somewhat longer term, which I
suggest be made by the bank, and at a later stage when exchange con-
trols mray be remnoved will there be proper use and need for the short-
term loans which the fund is expected to provide.
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Senator Fururontr. I don't quit understland tile great distinction
between the batik and the fund because several witneses ]have said
while these advances from the fund are really just loans like any other
loans-we had a great argument whether they should be called a loan
or not--in a real sense it seems to nrme the art a loan for a special pur-
pose with some distinction in the lengi, of time. If that is true, I
don't see why you think that even though it will not solve all the probW
lars it might Dot make some contribution to the problem. What is
the essential evil in the fund, if it is just another type of lending insti*
tution

Mr. Sraovr. Because the type of loan which it is set up to provide,
as I understand it, is iot the type of loan which will be needed or can
be rorperly or effectiveli used in the tranisition period.

Senator Fultrolrr. X ell, you wnnut tIhat funetioi to be given to the
bank. Is there any idea in your pmind that tile batik will be run more
efficiently than the fund?

Mr. SRlOnL. I think tlhe kind of loans I am talking about which are
long-I ei stabilization loans to help a counitry to restore its whole econ
omy can be better made by the bank wihere each loan is considered on
its inerilts alnd in terms of the whole situation of the count ly rather
than by a enrtency exchange arrangement such as the fmnd is supposed
to be. Freedom o)f access to a eturency pool does not, I think, accord
with thle situation we have to illee, oil tihe one halnd, anud, on the other
hand, there may be liimitat ions .i Ie am iunt of that freedoml of access
from year to year which I have in mind would make it impossible for
the tuind to meet that kind of situation.

Senator FueaRrirr. You think that loans by the bank coulo be
nade and as one of the conditiois they would demnand in order to.et
a loan, tlhey would give iip competitive depreciation, for example. )o
you think that couhl be dTne by a loan lunder the bank just as well as
tinder this arrangement ?

Mr. Smon,. I tlhink thei batik could have in its chariter thie rquire-
ment of rentnciaion of discrimnilnatory practices just as early as it is
possible to ask for this under the fund. They do not have to renounce
immediatel under tihe fund.

Senator FnrxaIGr., No; not for the firsint 5 years anid possibly under
certain conditions for a longer tera, but it still seenis to me that in
gnerall you thin.k thlis funteion could be performed btll you would
prefer that it would be by one organization. Is that an essential and
impotrtant di f1bnec, whether they have two or ranizationms to perform
two functions or one to perform two finlct I.. is

Mr. SPnom. I think there would be sonic advanltage in iaving one
organization in this area. B1it I think there atre two different fune-
tins to be performed here, and if one of them is to be performed by
ihe fund, it is not tihe kind of function we tneed in the imnnediate
tranition period alnd it involves us in making concessiolns to the bnor-
mal t ansition iteds of thlier eelilt ries and ill sanctioning international
Irade agrneemnts which in the purview of our general experientce and
our requirements I think are undesirable.

Senator Fmurmaorr. Well, a concession is always undesirable but
if we get anything of value in return, of course that is a bargain. You
don't think we would get anything of value in return?

Mr. Svaomu. I don't think we would get nearly enough.
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Senator FUlrifltGT. You said I think anmung other things we could
rely on San Francisco and some of those things. You really don't be-
lieve San Francisco would be effective if that is the only thing we had
in international relations?

Mr. Snot.oe No. I say at this stage, to demonstrate our desire to
cooperate and our respolisibility il the international field we do not
have to do everything at once. We do not have to adopt everything
llat is put ulp to lS just as it is pilt up to us.

Senator FUrltnrIm T. D)o you feel this tiing would have any effect
upon the determination of the 1olicies of some of these countries, as
to whether or not they can afford to uirsue private trading or whether
they must accept the system that is followed b Russia?

MI'. SrNIRL. I doln't thilk so ,mvself. I doinlt think that what is eon-
sidered here or what is includee d in these arrangements will be the
determining factor as to whether they must follow one systemi or
another.

Senator Fl:ltim r. I iouihl say part of your idea is that the world
is in such bad shape thiat this woubl be ineffective. If it is in that had
Allle )ni we ddo nothingg, it setins to me thiuat is it great itein ptation,
perlialps at necessity, for tihei to atccept tile eolnniinintic system.

Mr. Snell L. Of couilrse, I dont suggest mwe do nothing. I think
I suggest that we do tihe thiing whiih will lie effective aind useful in
the transitionli periid One is ]iie preo .posd internationial bank and
two is some sort or ain arIrange ent ill asettletent 1' a concordat withl
Greit Britain.

Semitor FrnImtorn. This won't exclude a eoflcordat with Great
Britain. I would assuille that even though the fund and lithe habk is
accepted there still would be furiter special loans or some sort of a
dem iit e alraglmeIllct with Great Ihit an because of the velry rleasion
volt suggest, I Idont iik ii his excludes (lit,

Mr. Smmot o.. It dols not ini its telrms hut I sli .ild he fearful myself,
with the impression that has been genewated that this fund and bank
will take aire of ihe finaeial diflicilths of the Iostwar world, that
the oppositio n to addditio nal a id to G° h eatBrita in v ici is walwavs ready
to xlpresS itself, xouEld be inuc no more forcible than if we 'did not
·adheer to an ineffective fund tihat was sujpposed to do the job.

Senator FI';Llalonr. Well, I don't know if anybody feels that this
is all that should be dione; I haven't seeln much evidence of that,
'This is just one of the several tlings.

Mr. SrioT,. Well, the impression I have gotten is that the public
is thinking of this or is receiving publicity to lead it to think in temins
of this as thle settlemenat of the intcruat ional finmcial problem.

Seinator MumlocK. You do know. however that Englandi is enter-
i in to arIralgenlients with countries, say, gweden and other coln-
t1ins, at this vr'y time?

Mr. Snoi l.. They have entered into bilateral ranluigements with
otlhr eitint-ies.

Siator MUnRDocK. Doesrnt tuhat rather discount the statement you
have nimade tht the fund is supposed to do the job

Mr. SRnour,. I think it illustrates their feeling that the fund won't
do the job or that it may not do the job for them. If the fund is
not adopted they will have some other arrangements, but in any carse
I think they are going to depend during the transition period largely
on bilateral arrangenments to plrotect their position.
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Senator MUFWx&IK. In their bilateral agreements with Sweden and
I assume with other countries they do refer to the International Fund
ad I agree to make any amendments necessary to make the bilateral
arrangelment or 'remnelit ¢onfolm to tile international arlatgelnent.

M11. SPROUwL. 'hat is very easy, ibecause for the transition period ·
tihe internatilonal arranigement does not prohibit tihe kind of bilateral

agreements they are entering into.
Senator MnRmocK. Then {Ton't we come right back to the point that

Senator Fulbright hts developed, that the mere entrance into the fund
does not deprive them of these bilateral agreements or other arrange-
inents that any co uitiecs may want to einter inLto, so far as they are
not in violation of tihe international arrangelment?

Mr. SmROUL I think that is so but we are hoping eventually to get
away iromn bilateral arrangements and agreements and the fact they
are not prohibited by the fund I don't thitnk contributes to that.

Senator MulntcR. No; I think that the fund very wisely did not
prohibit them.

Mr. Srnor. I don't think it could have in the immediate postwar
pemiod.

Seinatr MuonocK. I doubt that too but certainly if they are not
prohibited and we can have the interational arrangement along with
whatever bilateral ar.rangements are necessary then it is difficult for
me to see why we should postpone the international arrangement. I
cannot see why it is going to be difficult or why it is going to be harm-
fiml to the normal relations that would go on if we did not have tho
fund, as long as it does not preclude then.

Mr. SPrnouL. I tIied to point out when I discussed it earlier what I
thought some of those difficulties were.

Senator Mvmunocu . WVell, I admit my question is rather argu-
mnentative.

Senator FuLaRTon'r. I have this feeling and I think it is fairly corn-
mion; That the miovenments you have suggested are the traditional
movemrnent s that were utilizel in the past 20 or 25 years, There is a
general feeling not only in the financial but in the political field that
we have tried that system and look al the Iroulle we are in. Now
you are suggesting the traditional tried way. It is tried. I don't
attribute this trouble all to Uthis, but I here is a feeling that we imust
do something a little different from what we have done before. Now
none of us. or at least I am not qualified to say this is the only way,
but at least it is a venture along a new approach to this problem.
There is a tendency to sll we inmust lake a chanllce. We know what has
happened under the old system of trading, both inl economies and
diplomacy. We have to do something different or we can anticipate
a repetitlon of the same experiences. IDon't you have some feeling
of that sort?

Mr. Srnou. I have. That is why I suggest that we ought to adhere
to the bank with the expanded powers I suggested to provide an inter-
national meeting place, an internatonlial forum, a place for interna-
tional consultation on matters which are not wholly domestic matters
but which have international aspects and which would be able to
give the kind of assistance to foreign countries to reestablish them-
selves which I think will be needed in the immnediate postwar period.

Senator Fnrnmonr. There isn't anything about the bank, as I can
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see it-it is just the traditional system there, which they will follow
in much tihe same way it has always heel, done. It is simpely a guar-
anty, as I understand it, the same as if you were a private lanker, you
investigate a loan and you agree to make it. The principal function

*of the bank is to say we will guarantee the loan.
Mr. SrnouL. Weli, the novelly of Illat is that it is an international

system, a place wliere all the countries of the world would coite together
and disCuss these problems of international currency and lending and
borrowing, ffln treat themin as international )roblems as well as domestic
prohbli es. That is what we haven't ihad before.

Senator FULBR[rlHT. Would you say if this fund had a reasonable
chance of eliminating thile practice of competitive depreciation, that
that alone would ie worth anything, if it did that and nothing else~

Mr. SrRorL. Yes; I think that would be worth something.
Senator Frutarnor. You don't know how much-you don't know

whether it is worth this much
Mlr. SPRoUL. No, I think the value of competitive dep recial ion de-

pends oni the particular circumstances and the particuiiar countries.
I think used widelv as a weapon o(if inier national ecojnomic wiarfare, of
course, it is undesi table and destruetive. and in the end ineffective.

Senator Aluoa .Ali Mr. (Chairmano, raay I ask this question: The
suteas of the bank wo ild depenid, wo& it not, Mr. Sproul, largely
on the good faith of the nations partiipatiig in Ilhe balillg arrange-
ments

Mir. SPRtotL. That would be a good part of the success of the bank,
pa rticelarlly if it had these addred powers rwhich I have suggest.d, re-
]ating to consultation and dliscussion and information, but its success
as a lending institution woulh depend ilso on the capacity of its man-
agerment and tlhe care wvithi whici h the loans were nmade.

Senator MTTocK. IBut the good faith of ihe participating nations
is certainly an important factor, is it not?

Mr. Srilot. It is an ilmportant factor in any of these international
arrangements.

Senator Mrlann(oo{. I would aissumre so. although I an, not a banker.
i that is true, ten isn't the statement made by Churchill, which I

thought yu considered very significant t, just asapplieable to the bank
as il would he to the fbund!

Mr. StROvL. The bank does not now try Io set up these intern hional
monetary principles which I he fund tries to set up.

Senator MnnocEc. I know thlat.
Mr. Sraour.. But even there Mr. Churclhill is only saving Great

Britain will do what it is now permitted to do by thle funid. I say to
adopt a set of international monetary principles in the present state of
the world meansn itat you have to accept what I would consider the
least collrnllnon denominator in international monetary principles and
I i ink that is an undesirablile thing to do.

Senator MURDOCK. But if it wasn't for lhe present state of the world,
if evervthing was fine and no diise uilibriinm existed, there would be
Do nal at[ all a for ally internalional arrungemeent, would t hrie Isn't
Iiat the very reason we investigated ihe thing and the nma jority of the
people are willing and anxioius to go ilDto it, I thiink,. is because of the
very state of the world at the present tine.

Mr. Srnotr. Well, we never have a state of perfect equilibrium in
the wolh l We will iliways hiave tie ,cd for· some sorlt of temporary
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lending and borrowing to avoid the necessity for more drastic action
as a result of tempo.rary unbalance. We never have a state-it is
unlikely we would ever have a state of perfect equilibrium.

Senator MurmxcK. Well. we have never had a state of disequilibrium
like we are faced with today.

Mr. S TqP . Blit h lien we have a state of dseqiuilibhri urm such as we
are faced with today, an il hstiitton which is designed merely to offset
teniporarih' rt/at ixnly snail iimbalances is not the kind of an institu-
tion which can nmeet tilte situation, and in trying to give the impression
that it is going to meet it, I think we give away too much to get some-
thi ig whiell wont do the job.

Senator MVuBuoc . Of course, that is merely your oplinion that it
wonl1( do the job.

Mr. SiRoc,,. That is right.
Senator MIufR*e K. It has lever been tried.
Senator FUllRIGiT. We it, exactly that sante risk with San Fran-

eisco. There are many people who will think when we sign that
charter, everything i done; but of course it is not done, as you know.
It is jst nerely a egniing. But if yourreasoning were applied ta
San F rancisco you would say because of tile passible disappointment
which I amn sure will be generally in existence in this country, we had
better not sign it at all, it is going to mislead people. Y'o' could
argue that way. It certainly is not going to solve all the problems of
the peace just because we sign that charter. Yet we feel the necessity
for signing it and mnaking it work to the best of our ability and ou(r
wisdom. If we are really wise you would grant it might have some
success. Don't you think the sanme reasoning would apply to Bretton
Woods?

Mr. SpIour,. I think it would be very difficult for the fund to have
any success in doing what it is supposd to do in the transition period.

Of couers. I am not suggesting an abandonment of the whole idea. I
think, in iterms of your comparison with San Francisco, the acceptance
of the bank with eniarged powers is the measure of acceptance of what
has beenr proposed. I think also there is some difference, though it
may be slight, between international political arrangements and inter-
national financial arrangemernts. I think you can afford to go a little
tlosvr to the heart of the imatter in the ,ay you work out financial
arrangemlents and in the order of precedence tihan you can in tie po-
litical arranrgemenets.

Senator 1onRY. Referrin to the uiotatitn from Mr. Churclhill, is
your interpreliation there ttat Mr. Churchill through that statement
implied that if Britain adopted ile agreemenis wi uen they are sub-
nmitled to her Pailianmont, that Britaini at iher own sweet will, at any
time she felt it was to her best interests, would flaulit those provisions
and cast tlem aside and go her own way independently of the other
cmUintries?

Mr. Srnorr. I don't think she would flaunt the provisions ibut I
think under the provisions is they now stand it is within her discretion
anl] if she cannot acconmiodaate herself to a multilateral free trading
world she call, alnd it is ihnitted by tihe tund, take these other incas-
lies. dluriig tile Iransition p4 thi. and rY-dnoti relay ineasllre's fo, all
tim, as far as the fuind specifieallv says anything about it.

Sel, ior T'orY. (Granteid tliit lhilai di d i come across wi h the otler
nations and the whole thing was ratified and went into effect, isn't it

A
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your judgment that Britain would measure up to and follow the
principles of tle a greement?

Mr. SPitauL. I t iink she would try tIo int I think you can set up
standlards whiti a country may find it inpossible to live up to and
I 1hel. it must en.brace other l defeIes,.

Senator Tor ¥. When that ino would conme, under the consulta-
tion features of the agreetment, she would talk things over and see

lwhat co ild be done. Tat is one of tie valuable provisions, the
consultative feature.

Mr. Sanuu. I think that is a valuable provision.
Senator ' Iray. Thlat is wolrth retainig whatever we do, isn't it
Mr. SrIpoc'. I think ii is.
Senator T'AFT. Mr. Sproul, as you point out, the fund itself is to

blame if the Briti.h interpretatiom is something that is authorized
by tihe fudl. No doult you are familiar with Lord Keynes state-
ment on this ntati er of the Interna m ii] Monetary Fund before the
House of, Lords on Miv S3, 1944. I, it hlie said:

lart, it is elearly rveogniz(tl aiil agrei tlint, derll, ig flte JlWHtr trlittollonal
pvrIodl oif uin.tail dhliltorli. w, are tiilti riid I titrtailo wIltlilmlf e(!-
trijt ions . nd l. Iecl alrrallg1niuts wilth thii srt'ling ir(i aid olther* whilch ana,

helpful to Us. witfhout pein pen to the chige of lCtilng ,in lrary P ntll eeral
a1rallgeIuuts itllO which we have eltered.

I think that is still their position.
Mr. Spaoln, I think that is still theh position.
Senator TAmT. And that is in effect what Mr Churchill was saying
Mr. Srnaou. I think lie was ,aying the same thing in dliffereiit words,

and it is no violation of whait they have agreed to to say it.
The CHAIRMaN. VWell, thank you. I sitprse, as a summary, you are

for theli bank now? You are forthe bankp

Mr'. SPRooI,. Yes,
The CHAAIRMAN. And on the question of the find you are irally not

against it, but you desire a postponement of it; isn't that your
attitude ?

Mr. Seemlr. I would like to have the idlea of the fund further
studied and developed so that it could b e or tanized and put into
operationwhen lb tinme comes wen such a fnicNd would have a reason-
aile chalc( of succelss.

The CH ArMin x'. You did not say that you were absolutely against
the fund, as some others have said?

Mr. Smtuour. I am against it at the present time. I don't know
whelter I would be against it 2 or 3 years from now.

'hoe CAkn 3aF.N, Exattlvy. ThIank you ely in D Iw Ml . Sprol.
Mr. Sioto L. You are ureleone.
Senator MllrIIKlN. I would like to ask Mr. Sproul a question.
The CIIAIR3tAN. Certainly.
Senltolr MlmIA IN. It his been suggested thiiat throug] the opera-

Iia of this fund eonl lisi..n Ioighit b{ i .. f:nind liave 5ou leard any
uiggeg ions thl, if thi i riu lieearai effcfllie. lissia wotd with lidraw'

[tit cohtmmunilstic activilies ill inland, Lithuan m Ia, ltvia. Estonia,
Poland, Epsteirn (Geunan. Czhosohvakia, Bulgaria, Rumania,
YugoslaviaI

Mr511. ruotor,. No; I have tot. I lacm 't heard ihe fund discussed in
colnnctol i i with coinmnliStm at all.

Senator Mmuxiy. I did not raise the question.
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STATEMErNT OF IOHN R. WILLIAMS, VICE PRESIDENT, FEDERAL
RESERVE BANK, NEW YORK, N. Y.

Tile CHAIRMAN. Mr. Williams, you are a member of the Federal
Reserve, one of the directors of the Federal Reserve bank, aren't you?

Mr. WILLIAMS, No; I am a vice president of the Federal Reserve
Bank of New York.

The CAlnMnAN. Oh, a vice president of that?
IMr. WILLIAMIS. Yes. Also a professor of economics at Hiarvard. I

don't know in what capacitry I am here. I would like to repeat what
Mr. Sproul said. I am spelaking only for myself as an individual.

The CHmAIMAN. Senator raft suggested that you be invited to come
here.
. Senator TaFT. Yes; I asked that Mr. Williams be called, and I would

like hint, if he would, to state his experience in matters of this kind,
in his present position that hlie occupies.

Mr. WILLIAMS. I have hbeen interested in this subject ever since I was
a graduate student at Hiarvard. I specialized in international mone-
tary economics, wrote my doctorfs thesis in that field. I went, to Ar-
gentina to study their problem of the eighltic and nineties to get
sotre light on the workiIgs f international monetary forces, and I
have been interested-I have been a specialist in tlhat subject matter
ever siiCe.

Senator TonzY. Mr. Williams, I am interested in this. You spoke
of the thesis you wrote, anid we have all had that experieonce one
time or another. This is entirely aside from the subject, but if you
took that thesis you wrote then, on which you received your de ee,
and put it alongside of modern conditions and economics, would it
Iabout be apropos and apply? Would you change very muchd in it or
would you make considerable changes in it?

Mr. 'WILuAMS. Well, I haven t looked at it for some time.
[Laughter.]

Senator TowmY. Is that your answer?
Mr. WILIAMs. No; I think much of it would be applicable. In

other words, I think the historical study of these roblems is essen-
tial. We need perspective on the problem. Problems are not so
new as we are a t to think they are.

I think I migIt mention that I was one of the two American dele-
gates on the agenda conmnittee of the world conference of 1933, and
I made two trips to Geneva in 1931243, that winter, to draw up the

agenda. I do not think perhaps it is necessary to say that I have
aiwilys been for inten,,ational cooperation.

Senator T^~r!. You are now a professor at Harvard?
Mr. WIL.T^ms. I nm still a professor and also a dean at Harvard.
Senator TA~r. And also connected with the New York Federal

Reserve Bank
Mr. WJJiAM^s. Also connected, in charge of this research de-

partment, as vice president.
Senator TAr. Mr. Williams, is it fair to ask if you were invited to

be a delegate at Bretton WVoods?
iMr. WrrJAAMs. I wasn't invite to be a delegate. I wa.sn't directly

invited to attend in any capacity, but I was informed indirectly that
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they would be glad to hlave me attend if I would stay within the
President's instructions to the delegates.

Senator TArT. And that was, to conforin, to support the basis of the
experts' report?

Mr. WVmImyns. To support the exp rts' report. And I deelined to
do so, because I had fault to find with the experts' report and wanted
to continue to be free to think albout the problem.

Senator T1AF. I see. I)o you wish to make a statement, Mr. Wil-
lhans, or do you want to be questioned

Mr. WI~lmUms. I might submit for the record the last little pIaper' I
wrote on this subject, the paper which I delivered in April at the
meeting of the Academy of Political Science. I have heen writing
about this matter really from the beginning. I began with the
publication of the Keynes and White plans in April of 1943 and con-
tinned to follow the whole discussion lihere and abroad and the de-
velopinents of the negotiations, and at each significant stage I have
vritten a new paper, Tlhis is the last one. It is shorter than the
ol hers, and I think it, brings perhaps into better focus what I really
think about the problem.

Senator TAFr. Hlow long is it. Mr. Williams?
Mr. nILLI.AMs. It is iot very long.
Thei CH MAr.x, Wolid youlike to put it into the record?
Sanato TlAFT. Yes. Mr. Chluirman, I ask that it be made a part of

the record.
Thi C^AIRtMAN. Yes.
Senator TI'Ar. It is only about 10 pages, small pages.
(The paper submitted by Mr. Williams is as follows:l

Ta, Bltrroa Wooas AGR.IEMNTA

By JSolt II. W1I . dean. iraduatf School of Public Administration, Harvard
UnlveJnlty

(An address before the Academy if Political Scin(ce at the semiannual mmeeting
on "world o9r ganizallon- etonoric, polittIal, and vcal", April 4-5, 1945)

In my ervlgnl Affrslr paper last fall,' I suggested adoption of the bank, with
modiflations desiglud to i'rmit it to perform somei of te purposes of the
Moeitry Fund dihring the transition period from war to iarf, and postonme-
mint for the present of a decision on thle fl..d. As the debate has dlcvep.ad in
recent ilont.ll. this has aple.arld to be the entral issue. There blos beou general
1endorsuent of the bank hobut a widespread differect, of iews about the filad.

When thie debate about the fltd] begiTn with the publication of the original
Keynes ami While plans in April 1943, I thouglt that the naln qe.toio was
whelhpr we should applroaclh the probiem in terms of a generall internaiotnl
monetarly o.rgnl.izatin , a1 thoe plans plroposm, or should begin willh the major

oUnlltri[s whoea. curlrenie- are the (hief mealIs f Inter.national payment and
whtre oliocies ind friumstn'les will have a predominant effot uion the char-
aeter of plStwar international trade aid eurrency relations. After Breloll
Woods, I bn~lived that a solution should be sought so far as oaslble within tle
framework, of that agrenemeit, but, its I have liste,ed in recent louath to the
discussion here alid abroad and watched develop..n ts, I have betom reonwinced,
even more thall before, ihat the quet'ion whether andl when we should adopt the
fund should dependl primalrily ullO what Is done, outside the fiud, toward sowing
England's special problems.

lnt.rnation.al lonrty Plan .: After Brtton Wood.", rorei Afialn, Octoner 1944.
TIll and a lnumbr, of arlier alrs are included in my book, Posta, Monetary Plana
and Othr Essayso (New York, 2 d,* .1S4).
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Before proe, ]ing frtiher willh this question, I shall rei ew brihily son.of W the
I'll generao l Isswie(s 1irolud wehhhll the irbat, on the on id huas revolved.

Th loarid iS ittehid eal prhuarilcyas an agety of long-rn. .rootetriy maleage-
entel It Is teindesd to give nil nI l. be r lltries acess to a iollo n filtiil of

renrl'elie s i, order to ieet the short-rrm flrwUltti.ons. Il their £itenaltionlal
lsriston IThe haste asnumpionq ii f{rr thie SmLeVful o era.ion if s sll a f.und is
tht tll"ere ,houd ie a t{(ld(necy for lntern tional ttransaltiors to eqlallzi', apart
from short, t termi fia'uia niJs. so that the firnd WOn 1 4 not become oi}ded. with
,nuo natinons in the Psyltion of throanic dlhclre alnd olhers of eronic rerditors
I, the fund. Whether such an eyen-ballane iositiln clod b, maintained would
deilxd partly uponl the ecrumstaillee unlder which the f.nd hlad to [perate and
partly upon the principle, aid loliri}es of nlinstr.uent prsuel by the fund.

One of thil early qnestILons lad sed p holl tile fund by ryself and others Was
wheletr In tire l bnoriaaI eiId.t.. ns o of the pid .I I transition froln war to
IpROn t l{i exalclhittil of ii Fveml Ihltan p iti Ied ... r'el l, It was in
re-samle to this critliism that tlt provision was inhrolldaed iito the, fund agree-
ma .t prohibiting the se of tie fundll for expenditures for relief, rmet tructton,
andL ti liuh/idatinn of war baliiies. Ac(ual avoida.ile ia prl tice, howevr, of
snub us( wonll bh mlore ditlicult than its formal prohihibion, which still ieaves
the question whether the fuinl uold not in fart 1e a c th-nll far iltadequ le]Is
ini, the tramsittil]l arrangemelnts. Nations would not know in adlanile Jlut
what they were uing the fund for. They Wooild only know their >ver-all altu-
til, ardid wull coi.n. e to tile fund to cover any deflits that night Irite. I still
feel strongly tint to put the fm.. into tve t daring tlie transition ...ide would
involve bhe risk of l'rtklllg it bectaae of the unmsall ella rapter of ilhe eonliitioni

iit hIt woiulld lave to contront.
A growing a .wareness of this danger. coupled, I Icliik, with an awardnes of

the ialdequlcies of the fund proilsionn regarding tIle ine.th ds of international
aldjlustmnIl whereby the fund Is to be maintinet d oi oni even keel, even under
mIlre nornlla conditions, se to mi e to be responsble for a nmllber of the
suggesticns that have INeII ude abllout [Firt ting the funl. Treasury o2[cia18
ha e slid int ilher testlirloy that eare wonlId need to N, exrCised in putting tile
fund nlto opeltion, that liaeler in)uri't woUld hlle.. to eCbtVnles the govern-
ing body of the fund that they were Ill proper ondlition to legi i rsing it, slid
that it wulid probalbly take a year or two lifter adopten to bring the futd into

Much nf the dicssioLiI of the fund ,has cntere on the question whlethler me-
bers would- have an Lu tomatic right Io use it. Tnle atlvoealoa of the fu.lild have
stressed the falct that it provides for a graduate rate of Interst and that the
right to use it wnld ndrmnlly be iilnlted to 25 Foreent a year of a nationsl
qu'o)t. Bankers rd o.ther critics of the fund hbave quetioned whetlhr these Illl
Other siofe[uardls now in thl' fLndl agreleent are ' ,uffiEnt. A fear of nlisue
of the fund has beat a principal resen for suggesting that the bank should be
se ifcally empowered to cmake Ionge.r g t rm stahliizat.iou lolns.

I hlave never symp, l hlzeid with the idea thbit the Way to proteet tile fmid is to
make it operate like a bank. Crities of this general line of wlggestion seum
to Ien quite right in mltintalning ithat this type of restricton on the use of the
fulnd will oly ulnderlmie its uSIflnell¢s. If tile fund Is to operate as a common
pool of foreign exchange resources, equivalent to gold, there must be the same
freedom of'aaess arid of use a1 petainhs to gold itself, To glaard aginst possible
aisuss of the funad by I aNeasuris WhiCh utldermie its Isetlntial logic sems to
me a wrong approach. My own suggestion of A pStpen'ment of adoption of the
fiund rests, In patr, on the ground thiat the conditions of the trasition period

ill not Ibtuitable for it. To .l..c.e at all, the fund would need a trial under
favorable c..irustance s It seems to nue better to wait intl those crclum-
stalces hlave been achIeved rather than to tierreu ribe the fund with restrictions
that deny its charaterIt

A sernd major criticism which I have made relaltes to the tevhnlkal or me-
haniucal character of the fnnd. As now designed, the fund would be composed

of a miscellany of 44 national currencies, most of which are not used as Inter-
natoinal means of payment, Under the conditions of the Immediate postwar
period, and peilaps for a long period to come, it cannot even be assumed that
the pound will be an interoationally sable curraency except within the sterling
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orpa and under the spil blaleItl currenecy agrnemoits which England is
now in proess of arraiging, prtiCularly WLh the eouultriew of westrn Europe.
Thus, as a practical natter, we may be onfrontdw with a large dillserepaiy

ween thll deranld fur tl ex(hage as represeted by the quotag s of thle mnle.i.br
lonnmtrirpe and the Allericanl obligation to upplIy dull] aD, Which 'A i l u ted toa2,7W0,00,(0l.n This dilseepanrey will Ih ggibravtdM by ilhe fllc that NImemUber
eon.tri.es I ollling to the lund for n meants of internirtlonOl pl'ynrllet WiI put
tip heir ,urrln!ies nnd liobtin dollars which will be paid out of tre ftrn;
whereas. sle this c"untry dolls ,It, for the mial ipart make its inLernational
p!aylelts by BIying other eUlreneies, there Wil bIl nto waiy it whichl, In the
nolrlrll operas'O a o of he fuln , We W art re ple.ce thisl, dltairs Whlt this nhaius
1I that, even when we have an even blance of lpaymts, thller will be a teind
envy for dollanrs see onut of tile fend. This is too teth.nial qhrestiho to dis-
Cus further h in hil polar, but I do want to point ot that, though there have

ern a ,,uiber of official rplies to critic, this Init has heen igored, ad we
have beel preseuted instead with a dlisSlion of whether or lot their I likely
to be a scarcity of dollars in the .general markpt, such as occl urre hiring the
Ilnlerwr period. TO quote ir. Harry White's paper il Foreign Affair s, January
19)45: "Su'ch a shwrtage, if it devlollS, will not le becaums of the fuad but in
spite of the ndl * * The fhnd cl.ninot ereate a shirtage of Ydollatr' My
,int was expressly that the t und nmrchaaisn coulm d crelae a shortage of dollarv

in the funldI
I have not bemn able to find a olutilon of Lti, difiulty whicih slmS to me

workable. Keynes' clearing lnor would ihae avoided it by ujaking the obul-
lgalon to supply dollrs' or .ny other daesire currelly equal to ithe jigggalt
sie of his dleblring unl.n. t i Ot I do not thilk it is practicble, now to rla i. n
large a q.uestion, aSd It enis reolloabhly certain that the ceharing .union wouild
enouleter reatnr objectioll in this country than the ftuld. The rptlircase pm-
virsios of the flund{i'ire/el do not Sgae to provide an adequate soluldioU of the
problm. if we ,assllu.e, s i evdlently impied ainld intenled by the nterest
mhRul Tjv other pro¥lhwts O£ tIhe lurid agreemei il, that It wll be the coutrries
without adqaltle cexlmng, reSOunes tilht will uste he RiLd. I anlly .. ent
It ollbt to bh mni clear thitat the raptunre of dollars wold require the inl-
en,,cet of the eldt.. 'ry of xeharn.ge control, not merely for the transition

ihpViod Ilut pwrnarlitnly, and for current alcoiut trln a tesor s is wel aI for
.il] i f Id t i isact onS.

A third set of quimtions renht to tie proviioms nfor ,eihange-rate variaion
atI the mlethod, of i]ternlet .. l] trIOd iO djlutrmet. It :shoulid h on these,

rather tlhal uon te restrictions on e use of the fund that ve,,es, or failure
of the Whole expenriment shoifld depuInII. I hall not attempt to add anytbing In
thin shaeri p ,n r to what I hi.ve pr!vi'ously said about Ihe prorlam of inlerita-
timal) adjusn.ent. I hnve alwayn favored lihbel provisions amlit exchange-

rate , nlrlt Ion, bitl oil o he lb u tlt pio that tilis would be the rare., ather than

thlroighotll tie disc.lsslon by the great, and apparently growin, diergenm of
Amerilan ald British ,ubulk olpinion on this point. IL reiales closely to what
I shall shy l ater abot the British problem.

n Uless we c, fmllid litre COlInll r.oll.ld thln a111 thlS faur appmnred, I would
rather prxr*f on the postwl r problems of ndatlraum t c.se by elss without
rles, lrwCaSe I alt afraid we will de(]lcnd into liatlillmn eaeh (!uilllnty I liumg
fo Nh {i ow In fiterotuktonson of the proision adlil then defend inA them on
legliti ground. We shall neil ecn.oiic 8anlysis of the most obhietiVe and
thol'i(l h kI rid athr Orkil { at( mis 1ot 0 fen'u iland hilde Ihitd onrm of wonrd,.

Oi aeslrt of the emblem of international afljtinment on wheIh I have
Sle{ly i ,i InIsishd} is {hiat il ... r arh fo relieving the harshne-s whidh the

gold staldairb ha at times entailed, the principle of two-sidD international
IltJl tnilnt n]t rlot Ileole .. hi..ileOgl. I a a ethod of interlnational djlin-

tlin{. , ay sten which Is the "exact Ol)IXsite of the Iold standard, as Koynes
his erhn.raeterlied the preeint agrementL seenlm to me meanilngles. The pbrase
oftere used, tlat we W11 permit .. i xeh -arto variation but not .ol.i bittl{e
depreaialion. also means to me very little. I cannot sm any eceape from the

hIte seen two t.nner, which addrmws themselves to the, qaetDHn I raisd. weA. P.
Iltllmr.. , Profewmr Willlw. loli the Fuid. Americn leononmie Reliew, vol M. PlDmCer
1944. pp 840-47. nd W. A, ]hrown, Jr, The Renurehanw ProsIonn I of the prnored ID
tOrnat tll M.onetary Fund. Amedean Eonomie Review. vol. :. March 14§, op. 111-20.
IkNether, in y opinioan, sees tbhe roblem I had M man1d, bat r cannot discusa the bere.
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ne!essIty for two-sided .o.t-price tlJustmeuts, ifn ntsi clrdul msta if we are
to hlave alythiLg that del..r.e to be t eIIIW an InteliRtwiial systlem. hxchbange
rate variation does not provide an escape from price adjuIstmeuts bul change
their Lmpaet. It buol.es a que.l4tio of how muh of the adjuitLnnt Il to lbe
bloue by tle 1iternal eonomy of I ounitry and how niuch is to Tl forlcd upon
oth!rs. If we imok objetively It the lntelrwar experie.... we ImlnuSt ir'ogna a

otr only that the gold asadnrd dhad a deSlationliry effect on lm.i tinutries ad- I
Tering to it, and notably on England in 1925- 31. but also that currency deprcia-
tion hld a deflationary effet on tile outaide world, reutlt/ig in 11 ViCioUS cirle of
dp{rellation Iln (ir ,o.]i}liy raflr another ; thel moat striking e.aalle wits the
Briish depr.I. ation of 1)931 whieh debia ted pri:es thrvigh'iut he world. The
probl',m Is a ditliIeljt one, 'Ihe laltlnljit to cilyo lnli I* a Sltlem of exeltialge COl-
trols anrd bilateral tIrade was rally an a ttellpt to rin away from both the gold
,stlndard ald v..i.hllde xchange rates.

One thlilng that. h tlin8 1 t roiblhd iNe during {he eitir e ours of the ditueluions
has t,", {he) ritel', id irpaiste.ee. by Hie lttliAs hat thI I rtspntbility lm iller-
ujtiOIo trl'ad! aI[jlilsiciit s'su I, ile lf~nlitor rIf...rOlry. I .cannot avoid the
colluioni that, taken agnilnst tbhe bnakground of this British disl.s.ilo, the
fact that the negotiation with regard to principles of adjustmiit .reslled flinlly
In the tl[1r4l l i lIohe t lllial{)t If ill t fl...l.l. ,[CI oO So*idlid a jllj IilolCt aied
tbe hgih-llArhling of the .n. (n Il of a isibhir dollar looeltan meansu ite i [pel6l-.

eally that if we do not prevent a dollar shotage that fact who i e taken to meat n
we hav! "iot dlschngoll d 11ur rpe'1neisbillty, iiand ha thirrfore RiVen the rest
of Iie ,orld rart illilphp to runlie cxcllliige COiI{Nd and td.. d' dirinlllnlllon
as before. It is not that I wish to ril away froll lis responshiiity. It is only
stlht I think It wil not work 1leh; ther!e is a clear nlIrtnlllditng hit the
v-ipolsihbility I ,St b sharlim. There is no action which a s nr urls CounIy .I ight
ltake which does not have its monterplrt for tll del§(it cointries. whether it 1e ill

th! re Ispe e of[r arngs I roade (hclll, m fr eigtl inlv¢..tntllll, or aly olihe
method of adljstmet Tthat might be explored. Recgnition of this flet Is the

oBny rsoilnlelb basis on wli('h to Iroceed.

Tbills bringsu me hack to the British prohlent F]rom the bginnitg, I have felt
that Englsl'rd's situaionL ill tIhe b l Wi' V world will have a decisive effect upon
whether the world ml,v, towarl mllItitatnera trade T ith l reisOiiably fnll alnd
tablle curre qr toward IInturaJl r ld, 11arid cnl-,,Ily arrgemllunts. As time

pases. the griV Ity of Elglginsid pleblin n Id its I nipli ationis for Tile fuIllure ou me
rnly more lenrr. It i i Io merely, or n rhaps maeiny, that England has Inow
halgirig ov(r her an snl UlJ i,, or ovrier $12AS{)*( 000. of Inlternltioal war

sldehltnl] s1 growing at he nnite of tvera]lt b]ill.ion dllilar, i year. TThere Is the
Ifthlier fac t hill her clurrelt laolut h bliillle in itlt) l...stwar ymnrs will show a
la ! aIi .tu. I[ (deficit. owingt J e Ihl , Jof Dforeligh l 8n ase of fnreig'i mlarkets, of
shipping, hmer leed of slstainel high imports for the trlnaikeon priod, and tilhe
probable r-PUirreleint of Sl0ine ilterelt vayitutl (i tile nnr.l..l.tlf debto. Etg.
..llIads 8urrei ntcloult drfifit bfa been va riolsly estllmtle at from $1,2)000,a000) to
as high as $2,0(O(000,X0 I year in ilte imnu.tdiate rstwar priod. How rapidly
it will ibe mlrrected is a mlatter of njtrl lre

Math amplanas has been lid in Brilish commellt on tile ntessty fInr main-
taining full enIpiylelrl( in both Entgland and this inrtlry. The fist effect of
full emlploymet in Enloid woulld probably be ,en in her Impolrts; there have

been etimlates that at fll eploy,,nit her Illporls might xCed tile pIrewar
level by is munclh ils 50 plrc,t. I'he eleet of rul emplolymlt ill this cofdntr
.,Mus.e tll ,1divi hiet the direct Iad Indirect efft,. The direet effert on British
eIxnrts would Te slight ninrBo lr iml.ores from Britain amonnt to a .mIll fralonll
of her epolrtLs I have seen estimales which suggest that even the inmlirect effct,
thunrgh Brilnii's trade will third ountrie,. would prnibtly not remove more
thaill hilf of her current acco.unt deficit. BritaIn's probem is1 that her esports
mulst rise malcli llore thll p. [ r,'oirto to the gneulm growth of production
and trd' througlint t ti world, even on optimistiC assuimptions about world
trade aid epIocylnent.

It is ot diffiRllt to ,r how Englnand's probhlem ewmplieats the general problem
of intervational trade ajilistment. Next to the deirabilhiy of an explnsion of

A .n9latrd'a exnr l~ly prove llttlk, since . all are lgreed, the groet mitat,Ia the or uationf the po.d
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American, imlParlts, toward whicill hgh hmpi lynIe ittl e [ ] eilrry TWih fl W rovtl)e
the ch ief Imel tus, the oidnt lmot oftei mald is tHlat we an ni hiveI internatlojia
trade a lIt ,cu reiy ldjislilen tt i'o . gh Ajteri*a, f .oreign llv eslLinlt. ' his
poht Is aiways i'aluded in the Brilils stateten t sMu cirtatitly repeated ibat a
erreitor a init nieed, levr h.. e a ll rger surpl thLanl it wanit to hvr.e. it (al lalwnys invest its foreign ,exhaage snpla' lirorali, as Thldlinl dill Jn the nine*
Wtrnlh I .tn.ry, ald I, his waiy a dollar shorlrage aoid be avoided 1 BWit It
,tI'r to me very dlouhd ul whether i her specIal eir ( mb1stanree d.nring the itt -

wear aer ild aglan. won'h really wehomer tils leltod OC Ijsll..ent. if. i a ,,,lid
IlIost ileritab] y L t il, le ., our. filoreign Jnvvtm'e were ae.co..g.lted by ,t great
expnns1lI of our export. Again, I anl led back to the eoineusion that In such a
¢nnIllieated problem no oll. n tio shoutld put itself in, tile isition of apipmarinlg
to asslne the sole responsibility.

It Is esential to an understandllng of the Bretton Woods agreement to ap-
prelate the fart that it is primarily ilte renslt of long aproess of negotlatin
between the British and American exports, subseluently adhetred to by the de-
gates of 441 coui.tris at Bretton Woods. The gist f I Ie agreement is that if ihis
uirntry will reatie and maidtain the eoritI Rions n1,,swary for multilateral trade

in a rsasonnilyt fire seanell e mein .- ct. EugIand will undertake, after a transition
period of 3 to 5 years dulrig whilh exrlhnrge aratrol and ilateral en rnecy
arrangements are permittedt, to eli qitisl her contris and Join a humitilateral
eXchange system. The agretmennit, however, care,,fully states thit, even after t5 -year Ierried, the member country itself shall . , the ju1ge of whether the enl,
diions are rilghl for rein xilng its contols. In weiglllig the adoption of the fund,
the es.ential qiestlion is whether there is a falr I)rOtlIMt thalt tnis Imrgiia ran he
coallnsllt ed.

Snle, the Brttoi l, ods ColferPnel., Englandil as be. n negotiatitng a sories of
bilateral enelllreny .. g.rClmetS. Tlhe one with Beslgiua nsl OctoIer has been
followed recentlly by agremelui with Swed,.. id with ]ane, and othere are
said to be in process of negolIhnio. Mea nwh lee, as the rcnt arrangement with
Egypt indieates the controls withine the sterlllg area am being tightkend, and its
supp)ly of dollars riglily rontrolled. These fads, taken tougether with what 1 have
said about the extreme lilhltlty of Englllnjd's Illtibon, ier large war debt, and
een more Ihnlmrtant her large annual dalbet on tUlhrent a.Iuleit, tirry a strong
presuniptio n that during thile ranll ii years Elngland will be moving ftuther
toward, rather than awaly fresn, a systeml oI hlateral trade land currency agree-
nenats and wll find herself under celpulsionu to Intensify, rather tian relax, her
gtuitngl hlnltrols.

Coltemnplalhion of this prospect ias led e to wonIder whether tile transition
from the transition periol will not prove to he Ithe really .ruelil pIo)blem. A
set of vested interests and a network of dficriminatory tilde anld e..rrniy prae-
tie will have grown up which it may irove very diffeult to break down. Against
thse we would t.Ire thIe r ,iiaal eouplsions If the find agreemnent, But with
the responslllity resting on us toin avoid a dollar shortage, and the further Implied
reD on lrillty which runs all through the British comment that we must n.ainttnin
full emnlioymeit as a n,'ssary eontltisn of the suceeasfnl operation of the fund
agreeinent, it might be far from clear where the moral respomlbility for failure
lay. Meanwhile, in a world )olnquirsng a fully iantged weonomy like that of
Rllsia, a ctitially planned eoneeomy in England, if anything like the Beveridge
model SoIlhid e adopted, ald n.le kLid oif iod ll(ed fee* enterprise system In
this cun(try, there will hI .i..h romr for honest doubt as to whether a 8ystem of
multilateral trade and fre exclai.ge Ji ani y lin ger workable.

As I said in begiuninig thin paler, I have wen tmperse.d from the outset of the
debate witl the netstty of attemptin g to create thile cnditions under which this
cuntry and lnlland can embi.ark upon naltlateral rade with reaIoIitably free
and stable exchange rates. If (his could b! done, the task of general international

loitetlyar and trade organization would not be dlffieult. If it is not done I am
becoming olily more convinced, as time pasles and the situation develop, that
tlm app.rouch in terms if ia general world monetary organization will fail. Per-
haps lmon peoiuple genuinely conerned for thle flitre of international coleration

aThls, of oare. reIr to a enerol dollar shortage , e maerket, not to the srlealJ
stortge In the tod wheth I discused prevousl.
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the issue boils down to a question whether 'doption of the monetary flund, with
whatever defects it may have, would Inot com el us to face up to the logic of
Its Implicatlions and to take tile step, onlaide the Olnd, which are necessary
for its !ventula success, or whether, as I believe, it is neelsnr'y to fate tup tf
the siltuation i advlnel. If England is to ftnd an escape from the road down a
which sl, aplears to be heading, if sie IS to avoid tile temptatilb of making ,
virtue of her bad sittuaion and using hieoked sterling balanes to deveh, p herI
trade connections biinterally, she nunst thave help during tie transitlon period
frt,,il count hea-- -and ,peehl ly fromil this en'ttiry--wliih are genlltllrly lulteesld
in nitilatterl trade ..nd taible I 'ha l Uo rates.

The situation calls fr lheroic mlestres, going far ibeyond miythliIg that tile
flIlnd or the bank rould legitinalely undertake I ]lave sIggcstetl the cnottillniunc
(If le..d I(lse fors tile IrsI.ion perio.d. but this now appears to he politically im-
prIteiabice. I someitines wonder whether the in effet of th, 1lretiOn WI Nda
debate has not Ieen to llft tilt emnphaS1in froII the il itcrete pbletl, . nl tlhe

ol]1tion of which tile suces of thIe lretton Woodl iigr(mne( n/st depnd, to
Inol fonrdn and abstract solutions which will give us a emnfortable fe[ling
of eooMration witlout tile IelullIity. Perl.pi the mo;t urnfurtu.ate Iaspect of
tei di.S.llslon hba bte, tha& in the heat of deirbte these two aplproac'he have
come to ba regarded as ltern.ties, werea ht we need in lhei end Is athl.
8Hnoe of the Btrettoln WVoos des lga ts have made d lisllaraing rma'ks ihalt lny
forIll of direct aid to England, and the trend of the hearings before tile Hoase
roitncrill lhas hisn s.h.. s i. to riagesl i ha l it t.ih Blretton Wo.nods igrep*'niaes are
adopt.d, ther will lie no dirc{!t aid- -at anlly rie not in tlie for.. of lenm ] ase or
In tih form of a mrdlit on trmls whici{ England cold Iafford to a relpt.

My preferecne, theref-or. is to adopt IIe bnk with sonLie changes ald to poet-
polne the fuLd until ijore favornhle collditii t lns hale btn d.eve.OlXd tor i[ts Olrta-
thion. Amongll the onditil on. I would liut, first, a thorough exploraitlon with the
British i Goverrmtlilt of possible atethods of deling with lier problem ilong. other
thn bhil ateral trade aind rry lin I ud list, weond. a thorough explora
tl n of Ithe t probinllS of ro.i..i.ui. ill Iilicy. Th ,re is now in C0onlgre"' a bill to

continue thile leclrocll Trade Agreements Atl. which expir I, June, with ati
im~rtanlt eW thprovision ltat tie plwer to decease tariff rates 5h1oud be by 50

..'.I" ifrom the rats la infclt at the beghiL..ti g of ihis year, rather that, [
heretofor*, fromi the rtes in{ leTt Itn 1!14. 1 strongly favor the renewal of the
neact with this all-hinpr ..ant provision. Following its adoption, W shollld dlbiscl
the issMildlities of tieproea l trade agreelne nts with England ad in this con-
nu:tion explore particularly her attitude toward the most-favord-nation rltl..
The fact has beI e.. phisilzed in British cuhmnlt on Bretton Wools that that
aglemlet binds England Olly to renounce exChango restricthins, lIfter 5 years,
and says nothing alb.lt bilanterl trade anrements. The implication is thatn
agr e et..l on t o nnlleri r o]pIby wi ll b a far moe. . rlous matter., one O s Kgges
lion fqunently made is ithlat before entering into asrelllents about trade Englhnd
WOUld want to have llure asurance. bou t our f0ll enplpy,,llent policy and rsn-
/ItlOn VI¥I of the Bretton W lls agreenments, ealling for Cooperatio on I internal

full *m ployment poliies, has been much emphasized as a neoessnry prll.linary
to agreinents on trade. Nothing would be more . fitle than to sigl the Iretton
Woods agreement looking toward the orentual eliminrtIon of exchange rstrie-
tiens while leaving the door oln to tlhe raelO..diShule ntt of the ia[e purposes
through quotas and otler farms of trade restrictions. ..larlltion of Britains
own problem and of what we aml 14 to help ,ove it should go far toward provid-
nug tile condltion under which we can agree to relax both currency Rld trade

restrictions,
As to ile bilnk. ithere are two fnetil which it could prfornM ll the transition

period, in addition to the making or guaranteing of loans for spelfice projects of
reonstruction or development. In his testimony before the Honse committee
Dr. While suggestel that it might be necssary for the fund to makeloans running
up to 8 years. This ilarly ntemrnplntes something more than merely evening
up tile short-lrm fluctuations in the ballac of payments of the member conn-
tries. I agree that thlere will h need for blonger-term loans which cannot be
stated in the form of spcifie projects and whose general p.. lSe Would be to
rehabilitate countries and restore their powers of production and of export to the
point where t co.untriea would be in proper condition for engaglng in thd
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ho1rter-term operatioons naeinplated by tihe fun.i 6 For lehb a pulrpose the bank
w0uld be a nuch more Silable insr iment than the luil. It is o thses glounds
that tills kind of amendmlent of libe bnnk igreement ag bnorn suggested, Iy the
Allrican e la.iker Asoeiatnoll al.d tile Committee for Econeomic Delopment.
For ile rensn I have givenll earlier, I woulld PIostpnle adofhn of the fluld to

Itie ,end of the tra..siton iriod and rely for exchange stability I the Interval
ca exehlong conlirui, the bank, newly Inlld gohld, nd tlhe $2A0,000,0,000 of

gold nm dollar alinnes whicrh a il now ownedl by foreign euntrlrs and are fidrly
widely dsiribhled round tlie world

The st..i0d fl..tio nil. t thatie bank might well perform dilrintg tills n1t1erval is
to ryv, Is a nrrte of conllltt0 lon . r.. prao.lion on ech.anlgera ratel. This
tg a Ioliit that ucvls to be (nqplsiz'xd bc.li..e i1 tile ufljt, of om aldvocates of
the firl iIts ¥ ahle l lo.t so Iiucnh i} ateulal red it operatiouns as In the faCI
tha it wioid It an agIlecy of coopertion on ehlnge rates and on other ml.onetarl
nIttlers. I an ee ..o rea sonl Why, urtil operations by the frind are acil lly bgnn,
this flullunth ,odid not be *erf1ormed eually well by the banklll. The fact that tile
blnk wold not be subject to a set of monetary prineipld, such as olr pruidcdl in
the full igr{:lUelnet, wouild in the cirelllstaPwl e /1 an a}mlnll go rinther Iha l
a diSaTdvana(ell. It would mllan, ai I smggested parlerie proce'dillg from eals to
Can il on lle merilt ut woul"d aid ithe dalgir of Ra de lnt into legallism.n

There remainLs the quesion whether we bare any longer any freedom to discuss
the lietorOl Wnoois a.greneent on their hldivnidual merits, or must make an
all or lithIing d,(isioln here ala] Tlhw. There are many who feel that the fect
that. in what we ho[e wilI bh a series of 1nmjor . lohit eal and e!.n.oni. step7, toward
patwar inlernalu0nT.l cooperation, ite pretton Woods agrmLteit are tile first
1t reach I fhe sthge(! l gIslatlive drelsion gives them a Slgifialie lbit govsva beyond
ihlr 'own iitrhlsled nerits or 11 MprtInee. flretton Woods is the key to San
Francilso Urelton Woods In thte irt p 8stp away fronl econlomi warfare; the
issul is Isoli tonisn versus }retlen n aooml a further eicferfele onl monletary
plns, mlst at all costs iX avoidhl. Ulhise are soine of tile statements being made
inl suprt of Irompt and om1plete ,ecpiitae.

I IliPeo ne lsyinPathy with tlis view bult thiki Is exaggerated. We are
1hill rkfiW 11nl a pVrea t aiad i fletlt IxVrClnen t iI a fi{id in whih. 1pn to now,
the r*cord lls beern onei of failure. Wfe mslt not content ourslves with tir forms
of cooplration if there are hojes8t groulds for dolbting thlhl they enmbrae tihe
sulbtanc. The pn'dure I bare smuggested would, I belleve, promote rather than
Impair inerlatIonull cooleratliow; It would bhasllen, rther than delay, the aehieve-
mentI as distinct fom tile tforlation. of or nalms. The worst bargain we could
Iiake, bUt unfortunately a matters now stand yPerbapa w eaoest, would he to
adopt promptly the lretton Worods agreements in toto but be left with the di-

ilnwna(ory trade and exchlnge praIctics and without tile bases for geluin
glol~rtliM e efforIs Tie eaitlvq qmuehmn Is whtheerwe should delay the fund

and ii1 the bar,,l find a Solntlon of twhetrhh prrble m or wbt we sbould
adopt th-e flui in tile hope that we Will rnde rstan clearly that a solution of that
probleul ltist be found. outside the fund but by metlihds that are onsistent with it.
I amn ifraid. hulman natre bring what it Is, that If we leave the matter th the
latter way we will not do thle Job. Our only hope of success is to face the problem
surdaely now.

Mr. WJLIJAMS. I might begin by summarizing it so that you will
have my views.

Senator TAFT. Yes.
Senator Tomry. You haven't copies enough to give us each one

here, have you ? With you, I means
Mr. W1LLIAMS. I didn't bring enough copies, but I could do it at

lunch.
Senator TonEy. I wish you would see that we each get a copy fur-

nished the committee.
Mr. WILLIAMS. Yes; I would be glad to.
Senator Tart. Furnish the committee with copies.
I cprhaps the best nalog r iS with the *leagu. Lran after the last war.
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Mr. WInIAMS. Yes; I would be very glad to do that.
I think I can go thromghl most of this from memory. As I say, I

followed the negotiations all along with the greatest interest, because
this is a subjeel which is very dear to my heart, really, and any criti-
cisms I have to noler are not intended to impede international co-
operation in any way; just the contrary. I felt, when the discussion
began with the publieation of those two plans, the British plan and
our own, that the main question was whether we should approach
this problem in termnns of a general international monetary organiza-
tion or whether we should begin with the major countries whose poli.
cies and circumstances will have a dominant effect on the character
of postwar trade and currenncy relations and whose currencies are the
chief mineans of international payments So I felt, and announced in
my first paper, that that was the question, and that I leaned toward
beginning with the relations between this country and England as
the proper starting point.

Now, after the 13retton Woods meeting I felt under a good deal of
pressure, as I think we have all felt, to try to work out a solution
within that framework even though I hadn't preferred that approach,
and I have tried hbard to do that. It seemed to me clear that the
Bank was acceptable. I had sonime doubts at the very beginning even
about that. My difficulty was how we could hlve an international
bank with only one big lender.

Senator MiJ~vNN. With only one whati
Mr. W1aLTA*s. With only one big lender. But the Bretton Woods

draft on the bank I think was probably the most notable achieve-
ment of tile Conference, and it cleared up my doubts. I could see
after that that it was desirable to internationalize the responsibilitl
Especially the guaranty fuiiction',and in that way share the risk
andi I have become very enthIusiastic about thie ank. I would like
to see its powers enlarged in various ways. That I think is a thor-
dughly feasible instrument and a great achievement for our experts,
for all the experts that worked on it.

But I conttinued to have doubts about the fund, and as I have
watched the situation develop and listened to the discussion here and
in England I have become only more persuaded that the adoption of
tlis fund should be miade contingent on a solution of the British
problem. I think that is the central postwar problem. I am very
much interested in tie suggestion that we should go ahead after
adoption of the fund to work out a solution of the British problem.
Perhaps the whole debate boils down to that question of whether we
will now realize the imnplications of the fund agreement amd proceed
to live up to them by entering into negotiations with Britain, but
I am skeptical of what we shall aehieve if we do things in that order,
frankly.

Now, perhaps I had better put this English problem on one side, and
we will conme back and discuss it more at length. Coming to the fund
itself, I have found three nmain kinds of difficulties with it. The first
is that it is not suited to the transition period, and I do not believe it
was ever intended for those conditions.

I should like to say sometlhing about the history of that. The firt
draft of the American plan that I saw required that exchange controls
be removed within 1 year. Now, I didnt think that was feasible, and
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im one of my early articles I conteded that we wouold have to continue
xcahange controls for tile transition period. Bfut it seemed clear to

me, fromn reading that drft, thia the A ~eican positiOl on the mat,
ter wma that, since we were going to have the fumd, why of courseU we
wouldn't have the exchange ontrols. Thle fund wats going Io be all-
other methodi of achieving orderly cunreny arran erme ts. And with
that I agree. These are alternative mrethods. 13 at it seeroed to me
that in the conditions of fth an lmiion plur eriod it wound not be possible
for the fund lo achieve iorderly currency arriangements, and that we
had better admit that and try to worok our way out of our dificult
situa tk ion))to a more lnOrmal situation to which the fund would be
suited. It was a case of either or, and I think lhat was the position
of the American experts: Ihey said, "We will have the fund, not the
exchan ge controls." Then thiey discovered that we had to continue
the exehanigg controls, but by this time they had become wedded to thil
idea of the fund anyway, even from the beginning.

Now, that, I think, is a fundamental error of analyis.
I would like to develop that for a moment. What is the purpose of

the fund? I think we all agree it is to even out tlhe fluctuations in the
balance of payments. On the assumjtion of free exchange transac-
tions the fluctuations do occur; wheiher for seasonal or cyclical or
otlher reasons, we know tlhey do. And we have said we need a cormon
pool of cIIrrenlides to which all nations can have access, to even out those
fluctuations.

Now, if you have exchange control, then there shoun't be a deficit
in any country's bahrace of pavnmnts, by a dehbe ' e plbat ess it natlon
can lcreate if it likes. That would amount to a deliberate aet of hor-
rowing from the fund. That is not the same thing at all, as using
the fund to sumooth out the variations that oullr under the conditions
of fIec exchange.

Now, that is a very hard analytical point with which I feel sure
thile experts in the beginning would have agreed, and this is indicatod
by tlhe fact that they called for the abolition of exchange controls
* withih, 1 year, hut then they found that wasn't feasible T ey we te
right in tiat judge.ni I said all alhng ii would not be feasible we
would have to rely on tihe exchange controls. But it followed in my
mind, from thiat decision to conthioe the exchiange controls, that we
s ouldn't use the fund too in that period, you Ie. It just slt ap-
propriate to do so.

Now, that is the point on that, the man point, and it leads me to
the conclusion that this agreeient should be amened to read that
the member coNntries shall not use the rsources of the funl until
they relnnove exchange control on current traanctin o. Of course,
the a ontrol of the capital tiansactions everyborly seems to agee, is
in a different category. I might ea ak about lhat latel hut i do ot
want to rii upT the discussion et tsis poio,. I wohl einilely tee-
ornuiend, and it would he iit eord ace, I tiliink, with t he original con-
eeption, Amernan etcvltption, of the fund, Ii at we do not use the fudl

so h imig as we have Ihe exchange controls, heaiuse t he use of the fuld
under those <onditiolns wol id have a different significance, would
amount to a de librate act of borrowing, for whatever purpolse.

Ibo I make that point clear?
Senator Txn. Yes, entirely so.
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Mr. WUITAMS. I don't see the answer to that. I have never heard
the answer to it. There have been official replies to critics, but they
have in my judgment amonnted in part, at any rate, to putting up
straw men aid knocking them dawn.

Senator '[An. And in effect, then, this is a loan fluid of $2,750,000,-
000 which in the transition period will presumably be drawn down
rather quickly; is that correct?

Mr. WnnllAMs. It could be drawn down by whatever nation wished
so to Operate its exchange control as to incur a deficit.

Senator Tar. How about a nation like Russia that really has no
exchange problem

Mr. WILIMaS. Well, strictly speaking a nation like Russia doesn't
belong in this agreement, because Russia doesnt have fluctuations in
itrs baance of payments for the same reasons tlhat we do, Russia
doesn't have free exchange, doesn't have a free economy, and any con-
dition that obtains in her balance of payments is presumably de-
liberate.

Senator Tam'. So that as far as Russia is concerned the $1,200,000
that they can draw from the fund is just a ihn, for all practical
purposes?

Mr. WitlAMS. I think it has to he regarded as a loan. The use of
this fund, Monetary Food, a eommon pool of currencies, assumes that
all the nations using it are engaging in trade with each other consist-
ing of individual transactions which are cleared freely through the
market without any controls. Now, of course that is not the Russian
system, and so, strictly speaking, Russia does not belong in this kind
of a fund.

Senator MaLxKIN. Mr. Chairman.
The CaIRMANw. Senator Millikin.
Senator MInurIN. It follows in logic that any other country that

adopts the Russian system does not belong in the fund
Mr. WnILIAMS. That follows in logic, yes.
Senator MnImmUx. Does it follow in logic that any country that

has totalitarianism or where tihe whole ecoinomy is regimented where
there is no such thing as a five competitive flow of business-that such
a country does not helong I

Mr. WILLIAMS. It does follow in logic.
Senator Fuvumnar. Well, in that-
Mi. W TIAMS. lThis is a sstem for the free-exchange countries. It

doesnt have any meaning otherwise; it doesn't make any sense other-
Wise.

Senator FxanBnRoT. It is assumnl, I think, generally that loans are
going to be necessary from this country to other nations. If this is
just a specialized method of making loans, whily then is it particularly
objectionable, assuming. that it is just another way of loaning money?

Mr. WILLIAMS. Well of course, in the strict theory of this subject,
as our own experts have many times insisted, these transfers shouldn't
be called loans. They are really equivalent to gold movement between
countfles.

Senator MUaRoocK. To what?
Mr. WnAlttxMs. They shouldn't be called loans strictly.
Senator Mi'rnywr Ad they are equivalent to
Mr. W=LLIams. They are equivalent to a movement of money be-

tween countries.
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Senator Muitocn. Oh.
Mr. WlnArMs. To movement of gold.
Senator TArT. Both Mr. White aid Mr. Brown, however, pretty

well got around to admitting they were loans, for practical purposes,
as the fund is set up.

Mr. WLnn s. '1They have been given the appearance of loans, I
tlink, for the reason that there was a growing feeling among the
experts that this ajgreement didn't have any teeth in it- it didn't have
any powers of international adjustment such as we spea] of ordinarily
with respect to a gold standard or any kind of an international mone-
rary standard, and therefore tlhey tihought it necessary to put a dif-
ferent kind of teeth in, such as you would apply to a loan: For example,
a rate of inters t and an annual quota: That the memberS can't draw
down beyond 25 percent of their quota in any one year. That sort of
thing. This attempts to accomplish in a different way-really a bank-
ing way--what ought really to be aceomplisihed not in that way at

al--for thle fund isnt o banlk--but thnrougi soIe powers of interna-
tional adjustment.

The CHnaMAN. Mr. Williams, do you mind? I have to go to the
floor for a few moments. I hope you go righit on, and I am sorry to
n ss even so much, but I will be back very soolln, and will read what
you have stated.

Senator FtBanonrr. Well, as I understood you a moment agoyou
said for practical purposes, particularly with regard to Russia, thisis
a loan;that is about what it is?

Mr. WILU.IAS. That is ri ht. Therefore
Senator FuLnBleGT. Well now, why is it objectionable to make

a lohan in this way, peculiarly objectionable? Is it just because you
do not think it is fittting because it is a misnomer, or is there any in-
herent danger?

What I have in mind is, we were told by one expert that actually
these loans are better secured than-there is a greater-there is a oer-
tain priority for the assets--thin in Ihe ben k in ase of diticultits. Of
course, the only chance. as I said, of a loss of the loan would be a
complete failure of the country. They could not tie these funds up by
restrictions. In a sense, tlhen, just treated as a loan, is there anythling
inherently evil about thi is etiod of making the loan, if we want to
ap roach it that wayI

Dr. WILLW1aS. Well, I am not taking any position on what might
be ctlled the political aspect. It might be necessary to have Russia in
to make this thing acceptable generally. But I think we ought to
call thing's by their right names andl put tlhemn in their right eate-
gories. ;here is a difference between a bank and a fund. That's all.

Senator IFurautcir. Well, I believe that is preferable, but even
thought there may be-we will assume there are-some other reasons
for calling it by tlhis name, it is essentially an unsound method of mak-
in a loan?

MrI. WILLIAMS. Yes.

Senator FULmoca. Is it going to fail as a loaning institution?
Mr. WIILIAMS. Yes; it is an unsound method in this conneelion:

Having regard to the purpose of the International Fund, to give a na-
tion whose trade is not free, you see, who doesn't therefore have the

329



BDRETWON WOODS AGREEMENTS ACT

problem for which the fund is iitendled-to give that nation acess to
that fund is it mistake.

Senator TArr. Well isn't it irne, Mr. Williai, also, that these loans
alre Ilope or lessatn ut ati( i 'That is, pei, of the natioIs withll a quota
has a right to ita inUh larger extenit to draw funds than were they to a
time and ask for a lotil.

Mr. WInan s. That is rigit. This gives Russia an autonratic right.
Senator FrmnntonT. Well now, on that
Ml'. WiJLlA.ms. Now, I believe tltat the eai(ss to this fund should

ihe automatic. I haven't questioned that. I have questioned the de-
sirablity of having tan attonitlic fund in tihe transition period. But,
given the approprnte cirecirstances, [ think access to thle fund should
be automiait iut I iU sihll Itbe goveined by what we call tihe principles
of international adjitsilment. I don't hinow how much you wanl me
to go int o those.

Senator FiL B;RUaiTr. Now, as for its heinig autmomatic, I understood
that the way it was set lip the interest rate is appreciably higher on a
loanii from this fund than in the orlitinary coIurx of busliness from the
bank, and that they wouldn't use it for that purpose if they didn't
have to. In other words, they would go make a loan for a lower in-
terest rate.

Mr. WiLULaalM. My preference is that thlere should be no rate of
interest.

Senator F]t nimorr. There smhould be none at all?
Mr. Wum&nus. Yes.
Senator MRuno(K. I believe that the committee wolld he very much

interested in your going into this question of international adjust-
ments to somie extent. Is that the opinion of the commiltee?

Senator FuiasoiiT. I would be.
Mr. WVLLI4AMS. Well, whenr we speakI of it-
Senator Mttxsixi. Mr. Chairman, might I interrupt for just a mo-

ment?
The CuAmla A. Certainly.
Senator M wuNai. Would it be a correct variant of your tiheme

to say that you should not make loans to achieve an unbalance in
foreigi exchange, rather than to achieve stabilization?

Mr. WImiAmm. Yes; certainly the purpose ought to be stabilization.
If you do it for anlly other purpose, you are misuslng the fund.

Senator FutnRlmGT. Well, its long-tenrm purwpse-you will, I as-
sune, agree withi Mr. Sproul that if we could grt past the transitional
period this idea is not txoo bad. I mean it migiit be an aceptable
method, assuming we got throughi thie next 4 or 5 years; is that
ri lit?

l irr. Wmras. Yes. I have always regarded this idei as an evo-
lution, a growth, out of the slabilizalation of the leading currencies.
Thlat is what it essentially depends oil. If we could work out the
co0nditions of inltilateral 'trade and firee exchange for this country
anid England, there would not be nlllh difficulty ahot extending them
to lhe rest of thie woril. If you dol't do Ihat, if you adopt the mech-
anllism of tlie fired and the goverinlin boly and everything else and
dlon't create the omitions for multilateral trade tinder free exchange
for these two leading countraies, then you are going to fail; and that I
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think we should clarlv see, whether we believe, as I do. that you oi ,it
to deal with te E nglsh problem first. or believe aits slme others do,
that we had better set up the mlehinery first and then deal with tie
British problem.a Senatoi FuLrniojr. Why not deal with them at the same timel
Tla is, I assilume that thie inegotiations ar even going oil now as to
what they are going to be able to borrow and what arrangements they
will iteke.

Mr. Wnl.lAMs. Well I am very much interesled in that, and I hear
gossip about it. I diont really know anything.

enator FurLnn'rwr. Would you say, if that was successfully done,
then that would cure part of your objection to tile fund

Mr. WrLIAMS. It would, yes. It becomes a question of procedure,
in luy nind. I asked the British delegates what Ihey were planninig
to do with respect to their onn problem. I asked Keynes that.

Senator FurlwallT. Yes?
Mr. WnIrAMts. And ihe said that they hadn't really gbt to it yet.

He quoted one of their statesmen saying that friends wouldn't let them
down, I had got no impression whatever that they were really
prepared to sit down with us on that particular problenm, which I think
is essenitial.

Senator Tarr. Mr. Williams, do you happen to know whetber the
British are out making bilateral agre, ments with other coumntries
tbiroughout tihe world?

Mr. XVnnJAns. Yes.
Senator TAFT. We have had evidence here of a Swedish molnetlary

agreement.
Mr. WILLIAMS. That is right.
Senator TA^r. And a F1rench monetary agreement.
Mr. WnJVAmS. rhat is right. Now, in a way these are simply

resunmptions of some arIliBer agreements. You remember in '39-40
England entered into bilateral currency agreements, as I recall it, witht
France, Belgium an d Holland, and it seemed then a desirable thing
to do. I sympathizet with it, and I am not unsympathetic even now

* to what I see them doing. I think their main purpose is to try to
promlote trade between their countries, and it doesn't necessarily miean
that they are eventually going down a diffe,'ent road, but-

Senator MmIiKrx. Mr. Chairman.
Mr. WrrssAms. I amn afraid that if they continue in this way, their

position being so bad, these arrangenments will get fastened on them
and that, regardless of what may be their present intent ionis. a whole
nletwork of vested interests speeial trade relatimis, will grow up, and
that the really difficult problem for us will be tlie trion o the
transition period. We now have ia comfortable feelin that that is 5
years off. A great many tihings are permissible now that we say are
not going to he permissible later, b t when we get to the transition
from the transition period what kind of a state is the world going to
be in? As I see it, ngland is going to go ,tore and more into these
hilateral carrency and trade agreements, not firon anFy want of good
faith, but under the Ipressure of her economiic necessity.

Senator TA'rr And under the expriss authorization of ihbe funed,
Mr. WILLIAM'. Under the exprenss authorization of the fund.

75673 45-22
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Senator Munoocn Well, but don't you consider that the fund itself,
to some degree at least, will be a deterrent to these bilateral agree-
ments?

Mr. WmrAMS. Well, it is meant to be, certainly. I don't really
think it would be because it is all out of proportion to the size of the a
problem. I do not know ihow much the British mean to use the fund. W
I have heard some of the delegates say they don't want to use it at all;
they would hiope they wouldn't use it,

Senator MUnRocK. You mean that it is too small?
Mr. WnmxAXS. It is really too mall for their problem. It illus-

trates very well the difference between the over-all international ap)-
proach and a specific approach. If we were approaching the English
problem, we would think in some magnitudes appropriate to that
problem; bit when we jlust include that problem in with a lot of other
problems in a grand scheme, then it would be out of order for the
fund-or the bank either, for that matter-to do anything of appro-
priate magnitude for Ihe concrete problem.

Do I make that clear?
Senator Fuammorar. Could you suggest fairly briefly-I know it is

a complicated subject-your ideas as to wilat should be done with our
relations with Britain aside from the fund, as to how we would ap-
proach the solution of that problem?

Mr. W AuAMs. Well, let me first say briefly what the British prob-
lem is. England has been losing ground in international trade for a
long time. It goes back to be ond the First World War. Then she
used to have a surplus in her balance of payments of something like
a billion dollars a year which she invested abroad. That got cut
down, as a result of the first war and the loss of markets, to a snmall
annual deficit which shite was financing by a gradual disposal of her
international assets. That was her position at the beginning of this
war.

Now, in this war, of course, she attempted in the beginning to ay
her way by using her gold and liquidating her foreign assets, nt
evitably in the course of the war she lost her export markets. She
had to conserve all her resources for the war. SWle bought heavily
from nations all around the world. She financed the war for India
andlEgypt, andsoon. It is a splendid effort. I anm ot being critical.
She deserves, of course, the tbanks of all of us. But the result of it
all is that England has now a war debt, debts that have accumulated
on her as the result of all this buying from abroad and fnaneinrg-
military expenditures for some other countries, which Keynes at
Brtetton Woods. said would he 12 billions by the end of last year.

Senator FULPIUtT. Those are external debts?
Mr. WILLAAMS. External debt, and which Mr. Boothby more re-

cently has estimated as 16 billions by the end of the war. I don't
know just what he means by "the end of the waro ' but it is accumu-
lating at the rate of several billion dollars a year, so 16 billions doesn't
seemnt to me to be too high.

This war debt mighlt be bhandled in one way oranother--fin4 of all the
British may cut it down by negotiation, and be quite right in doings
so, in my opinion, with countries like India and Egypt. But, in addi-

ion to that and worse than that, England will have a deficit in her
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current balance of payments because of the loss of her foreign invest-
inents, the loss of her markets, the loss of shipping, her needs for
imnports in the transition period, some interest on this war debt. She
will surely have a large current deficit, and I have seen estimates thLt

iran all the way fron $1,200,000,000 to $2,000,000,000 a year.
WI Now, that is the really difficult problem for England. How is she

going to ,make headway against that deficit? If nothing is done, she
will have the very diffiult choice between tightening her belt further-
and to me that isn't conceivable-or incurring frnther debt until in
some way she can expand her exports ceough to remove this deficit.
That is England's problem, and I regard it as just as difficult as any
problem we had after the last war: the reparations problem, for ex-
ample; the inter-Allie debt. It is of that order of magn itude.

7Now, here is our principal partner in the multilatera1-trad&, free-
exchange world. Here she is, and she is in this shape, and we are
expecting her to restore multilateral trade and exchange after a
breathing spell of 5 years d(iring which she has got to go on with these
bilateral practices-she has got to make a virtue of her bad situation
and try in every way she can to build up her trade, through putting
pressure on her creditors to buy from her rather than somewhere else.
That is whtt it amounts to.

The English and oureelves talk a lot about the establishment of
full emiploymlent. Thley say You must have full emplo nmnt or these
plans won't work, and I eertalnly agle, that it is very d rable sforus
to hve higeh emnployment. u it won't solve the lrith problem. The
first effect of full 'erplsoyment in England wmold :ceIrainly be to in-
erease hler imports. I Iave seen estimates that indicate that lter im-
p orts would have to rise by as rellch as 5O perent b~yond prewar. In

other words that makes her problem thart nllch worse Tit is how
difficult it is.

Then, the direct effect of full employmenit here on British trade,
would be very slight because her exports to us are only a small frac-
tion. something like 10 percent or under, of ber total exports. So it
would have to be the irdirct effect of full employment, here on
the trade of other countries from which England would hldirectly
benefit; and I have seen estimates that that couldn't remove more
than half of the British deficit. Her problem is that she has got to
incrase her exports relative to her imports much more than in propo-
sition to the general growth of trade and production throughout the
world, even on eCry ol)timistic assmnptions about the growth of trade.
Tin~t is her prolecn and it is an extremely dfficult one.

Senator TAin'. On the other hand, in conpetition with us, the ex-
ports in which they compete with us, they will be able to undersell us
very considerably, won't they

Mr. WLItAs. ?Well, I don't know.
Senator 'rVr. W on't they have to in order to export?
Mr. Wil.lAmas. They will have to in order to export. It may de-

generate into a trade war. I would just like to say this about the
elations of our exports: When the British asked us for help-I

mean not direct help, hut the kind of help that might h} expected to
conle fron the ge eral international arranngement--tlBy always
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stressed two main points. One is that we must have high employ-
ment here because lhat would expand our imports, and I igloo that
that would be the best single aid thbat we could give to the rest of the
world, to have high enplomerint here, and whether we have these
plans or not, I fully agree with that.

Then, they ulways say, the other way is for us to invest abroad.W
They say that because they did it a good deal in the ninetentih cen-
t in. T'hey left their surpluses ahblXod aq addititold investment.
Thefy ask us to do that. I have heard t ritieitsh explrlts go through
tisi over anld over again. They like to mlake it applear that thate shl-
tion of this aroblern of int rnatlional equilibrium is rally Sille if the

readitor nation will only do its (ltv iand invest its surpler s abroad.
Well now, the first question to itsk the British is: Do you rlly

mean that? If it means, as I think it must, the great growth of
American ex portls, do you really want us to go forth making largeinvestnmnts abroad, and of course paying them in the form of exportsl
It seems that what is ele s e that we should expand our intcrna-
tional investment and somehow work it around the coner so that the
British would get the pxpois that whould aowmpany investments
rather tihan that we sholldL. T'hat is a problem il international trade
adjustment that I can't solve. There isnt any theory on the subjeet of
h1ow you do that. So when you put it up Io the British, "t)o you
really mean what you sayn" I (otbt, if thiey were being candid aboutit, if you Mould get an afirmnative answer. So it becomes a kind of a
cliche. The thsory says that you can balance the balance by foreign,
investment, but thiat is a general answer, and you are applying it to .specific condition which I'm afraid it Wont fit. Now, that is a very
real difficeulty.

Senator FULBRIrTT. You do not have any answer to it, really; is
that it?

Mr. WIVIAAMS, Well, I am leading up to it.
Senator Futamnrorr. Oh.
Mr. WnVjmaxs. I do want to point out how difliecult it is to find the

solution-
Senator Fntrnrarr. I can see that.
Mr. WImAJAMs. Before 1 try to say what it might be, I would

like to go back for a moment to the conditions in the interwar period.
I have often dwelt on those conditions in ny mind, and Ihave
written papers about them. I think there never was a greater tangle
than that interwar period. There was a tendency on the part of
the rest of the world to lay the blame for everything that happened
on us during that period. WeV were the big, strong power. We were
bacomitii g the great creditor. Therefore it was our responsibility to
see that everything worked out right.

Now, we dd nmake some mistakes. I didn't approve of the increase
of our tariff duti, frankly, in that period. I thought that was a
mistake, and we irlufred a great deal of ,rcraminatmon on that point,
and I think rightly, but I will say that the rest of the world was
doing the same thing. Tlhe world was asking Germany to make
repsa jionss paymentsand raisdip thi r tariif walls agailnst them. Even
England went in for protection. They were all doing it. So that
what we were doing was only the same thing as the rest. Also, I
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believe that this particular factor was much overemphasized, that
it had less effect on tihe situation than they would have us believe.

But look at the rest of what we did. 'iley say you must invest
abroad. Wiell, we did invest abroad durini the twentieS I don't

ft hink we did it wisely, but it just shows that you have go to do
~something more than just say '"Invest abroad." Muich of that in-

vestment I think was mistajken. And so I have grown skeptical of
foreign investmnits as a broad and general formula for a solution
of this problem. I think it is overemphasized.

Now, in the twenties we reduced our interest rate after conference
with the leading central bankers of thle world in 19127. We tried
to push the gold out that wais coming in. We were attractin i the
world's gold. We tried to push it out. We suceeded for alittle
while, and then we had the stock-market boon,, I think paltly in
response to those abnormally low rates of interest, and before we
were tlrough with that the gold was all back again. There was
a persisIent tendency toward gold inflow. I notice some of the experts,
Treasury experts, have said it was only in the period '34- 8 you really
had a dollar scarcity. I would say you ad ag tendency to have it
throughout the period. but tiat it was inteerrupted by one thing and
another, suic as (mr action ian 192, in trying to push the gold out and
again in '31, when Enghland's going ol gold drew gold out of this
country. But later the tendency set, in again resmorselessoy.

Now, I don't know what you can do about that prob- lem. I'm
afraid the fact is that there is a bias in the world in favor of Ameri-
can exports, a kind of cumulative advantage that I think England
hashad in her tirm say in the nineteenth century. Withl our
methods of mass produc tion and tie kinds of goods we aro capable
of turning out, perhaps paItieularly the cosumg er durable goods
which everybody likes to have, the world just tends to buy oinre from
us than it can afford to and I thi ththey asked us-well, to irnvest
the surpls. Now, that gets to be very mechanical. What is the
difference botf n an involuntary investment like that and blocked
exchangee 1s/w firet thing you know you can't collect on anything,

the investment hla not been productively applied, and it is no real
solution of th problem. I am only trying to suggest that the problem

Now, pcoming to the English problem, I do not see anything that
we can do, as a first approach to the problem, except to offer Euland
a credit on the lowest possible terni. As a inatter of fact, I favor
extension of lend-lease to the problem for the transition itriol. wilicli
1 regard as a continuation of the iar, but tse at I think is not loltcally
practicable. I would do the nearest jossible thing to it. England
cannot afford to be burdened, and we slouldn't want her to be. but the
solution of this general problem at wbieh Bretton Woeds is aimed
lies preelisly in the solution of the British problem. If we do that,
there will be no real dificulty. I would theunassent to the fund. I
have various kinds of technical reseivations which I should like
to tell you something about, but I would sweep them all aside and say,
"Yes; now I think this will work," But it does depend on the solu-
tion of this problem, and the straight-out question is: I)o we mean to
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solve it or not; or are we fencing arouid here and comforting ourselves
with the forms of cooperation which do not contain thie actunality

I find myself often in an awkward position. People say, You
must be hard-bIoiled or c nical or somethming about this. Youare in a
minority," I haveofteiad te ofethreirie to e weight of authority
I amn in the mnoritv. no rquestion about it. When qa tio kets
arisesthe ajority of men of good will lre for ii. That inluides man
most, of the experts. And, frankly, most of the experts haven't
really studied the problem, including somiie of the great authorities.
I don't mean to say that the ofical experts haven't studied the problem.
Ilhey certainly have. But many of tbhe men who might come down
here nd give an opinion on this problem haven't really tudied it.
towever, that is an aside. oint I say I an in a neinority.

But the question is this: I want a solution that will work, and we
are here dealing in a field in which the record has ieen one of failure
after failure after failuhe. The proheinl is difficult. I don't think
we should a pp roach this by saying "Nowi , we have to totei on this.
It may have solie imlrfect ion but we have had a neetng of minds
on it, and now we Wmstn't change it in any way." If it does not
coetain the substane of coopeiation, tha n it ou ht to be changed. We
ought not to be content with the form if we tlink it won't work.

Now, that is my gospel on it, and I have never been more sincere
in my life.

Senator Furaalrr. Do you think it is worth while, or vmer im-
portant, I should say--do yon think it is very important to this conmtly
that we do solve the British question

Mr. WILLIAMS. Oh, I think it is.
Senator Fr.nrnonr. Can we afford not to hardlyl
Mr. WluLIAMS, I don't think we can.
Senator FBJDRIOItTt It has much more than financial implidhtions -

doen' itt
Mr. WILLIA/s. It does. I think it goes to the root of the whole

large question, what kind of economic and political world we are
going to have after this war.

Senator FmanoarlT. That is it.
Mlr. WILLAMSas We are goin to have a very badly mixed-up world.

We are going to have some fully managed economies like the Russians.
We may have in England a centrally planned economy if Sir William
Beveridge's plan or something of the sort should some day be ajopted.

I don't know about that. Even if it isn't adopted, England will cer-
tainly be much flurther along the road of overnnmental plannint and
controls than she was before the war. England wants to do a lot of
bulk purchasing internationally, have the Government buy in bulk
rather thian have individuals buy. Well I need not go into the

Then we will have rome kind of modified free-enterprise system,
I suppose. Now, there will be many people--I have found them
already, perfectly sincere and intelligent, well-informed people-who
will say, "This multilateral word of free exchange that you talk about
is an idle dream. It can't work in the postwar world, and we are just
going to gradually find it out."

Now, I don't know whether it will work or not. That is a question
in my mind too. But it certainly won't work unless we create the
basic conditions for it; and one of those, and I think the chief, will
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be England's situation, If England finds herself forced to trade bi-
laterally and to continue that and get deeper into it as I am sure she
will over tile next 5 years unless we do something atout it, then your
Bretton Woods agreement will be another international failure.

Senator MnxKwt. Have you ever estimated the size of the credit
that you believe is necessary so far as Great Britain is concerned

Mr. WILJlAMs. Well. I have heard figUres of a to 5 billion dollars
talked about. I nmyself think tlat $,000,000,000 would go a long
way, as we have to suppose that tie most intelligent and pmuposeful
manlagement of bloth tins country and England is really trying to solve
this problem, and I think that $3,00.00t0,{) wouhl go a long way.
Unfortuhatelv in the eaet of debate about this questloll sone of the
delegates at Bretton Woods disparaged this approach.

Senator }MnIL2Kw. The credit approatch?
Mr. W lAnMS. The credit approach. They said it meant doing

something specially for England and letting the rest of time world go
bang. And th*at was the leading British delegate who said that, which
Ithmk is -

Senator Frruaminr. You mean the British disparaged
Ml'. WILLIAMS. Yes. 1 can't explain that except by pride of at- i

thorship.
Senator MnaaxKI. What important areas of the world do not find

themselves in either the dollar area or the sterling area?
MrI. WIInAas. \Vell, I coldn't answer that ofhand. I don't know

really. Tbe sterling area is amuch more definite thing thai the dol-
Iar a]r!a. The dol]tr ar'ea I think is a kiml of sihere of influence eco-
nomically and financially, built not a definite mechanism.1

Senator MImuLKN. Is there any currency that you might say has an
area of important influence other than the dollar or sterling areas?

Mr. WILLAMS. I don't really think so,. There might he. We used
to speak of the franc and the mare as being international currencies,
but more minor-

Senator MimXIN. Yes.
* Mr. WfLaAM&S. Than the dollar and the sterling. And I asked the

director of the British Exchange Control if hlie would nanme me some
internationally used currencies other than the dollar and the pound,
and he thought for awhile, and hlie said, "The Indian rupee around the
British Ocean, and the Argentine peso in its neighborhood," and I
thought that was very illuminating.

Senator MIIuIrN. So if You hring those two eurrencies into reason-
able adjustment with each other, the rest of it sort of goes as the hairl
with the hide, does it not

Mr. WL.tAMS. It has to. The significance of an internationally
usable curirecy I think cannot be too much insisted u on. I have
dwelt on this so much, but I think one needs to, one Kas to. The q

answer that I have heard is that the trade between England and the
United States, the direct trade, is small in relation to the total trade
of the world, but tlhat just isn't any answer at all. That isn't the point.
The point is that these currencies are used in trade generally, and, of
cou.se, the trade of these nations with all the other nations is very
immortant. That is the significant fact

Senator Tamt. Mr. Williams, in a settlement, I suppose, to make
3 billions a sufficient credit, it would imply a eneral almost simul-
taneous settlement with all of their creditors. The extent-you men-
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tioieed loans erinmient (ion sonme ymaent erhais. It would lhave
to be a queslton of a genera1 sett ipent ie Engl andl, woluldn't it,
with all of their creditors at once?

1Mr%. XVuaIAJs. I think it would be very desirable to have it as part
of a general settlenient. T 'hlte prloblem is in two parts: What are the
going to do about their war debt, and how are we to finance their W
curarent deficits? Now, if the war-debt problem isn't settled, and you
go on inancing the eurwnt deficts. then you don't know-to the extent

at you alleviate Elngland's problem, you don't know to what extent
her creditos might take advantage of ite fact that her current situa-
tion wns being improved, So I think it ought to be a general swttle-
ment,

Senator TAN,. As long as those conditions exist, it seems to nme that
the English attemlpts to pay thie debt or alleuiate that would simply
upset the fund. I roean a very slight thing might upset the whole
balance of sterling and, of course, require drafts from tile fund for
sup )ort of sterling. wouldn't it?

IMr. WILLIAMS. Of course, I do think-
Senator TAFTar. Can you separate entirely capital debts like that and

current transactrions?
JMr. WInImAMs. No; I don't think you can. They flow into each

other. I do tiling it would be desirhble to get this problem solved
beforei vou attenh)t to operate the fund. so there wouldn't be any eoin-
plications arising l)etwveen them.

ll now that is what I think about the British problem. I don't
know tlhat I can add aiythini to it really. It is the world's most
serious problem, and it is the chief obstacle to the success of this plan,

Senator M . mic. Isn't the heart of the whole thing to keep the
dollars sound

MI'. WrlluAMs. Yes; to keep the dollar sound and keep the pound
sound.

Senator MILAIKIN. And does that not carry with it the proposition
that as soon as we can we must balance our Budget? In other words
ifwe o on wtitbm a dleiit uselves, we will certainly have the problem
Ilhei tflat you refer to in Great Britain.

iri. WViLLAMS Well, I think it is much more complicated than that.
I don't believe that an unbalanced budget is inconsistent with a slable
curricy, Perhaps in al earlierl period of hislory it was.

Senator MIxriKiN. A continuous. increasing unbalanced bud et?
Mr. WxtiaAMs. Well. I don't favor a continuous unbalaned biuTdget,

for many reasons. It very likely wonldi be im ipossible to mainltain
a slable cPurrency, but that would be only one of the reasons.

Senator Mtltnlcl. Yes.
Mr. Wn.ra is. But I doii't believe tbat we should insist on a balanced

budget as a necessary condition of entering into currency arrange-
ments.

SenatorMPI~lar~. Oh,no. Iwasniotproposingthat. Iwassimply
suggesting that in the long term, ,,less we bring our own budget into
balance. we will be having the same problem that Great Britain has.

Mr. WnmLAMS. Yes; I think so. An indefinitely unbalanced budget
I don't think is workable, unles the increase in the dtabt is small in
relation to the increase of national income.
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Sen lto0 n'MurDOmx. May I ask this questlion, Mr. Chairman?
Thle CnAIRMAN. Yes, sir.
Senator MrnnocK. When y iL talk of a "sound dollar" referred to

by Senator Millikil, do you-I will put it this way: Of necessity must
there be i gold base in older to hare a sound dollar?

Mr. W.LLIAMs. I don't think so.
Senator MvrtnxcK. You dIont think that is necssary?
Senator aFLturiTr. That is the wrong answer, Senator Murdock.

[Laughter.j
Sinor MNIUOCKx. You are in agreellment, then, I assume, with GoV-

ellor ErCels of the Federal Reserve Systeim ?
Mr. WilxaisS. I lm not quite sure what Ike thinks on this par-

ticiaP l;itter, I an suti what I think.
Senator Mrcla;K. lHe thinks that gold is not at all necessary-
Mr. WiuJAMs, I don't think it is.
Senaltor MuRnocc To a solund curiienc.v
Mr. TLIAArMs. I think underil mmoern cnditions even the gold stand-

ard is a diff, nl t thiiE from igold. OieC cnit set u) a stai(ldard which
hlie calls the gold stlianlard and not hiave anyv aol] in it at all, and yet
it wuhlie i what weseinthtally iman,' by a goTd standard, if you have
fixitv of exchange atais al d a fl(ow of CIIuirenev from comintlv to
eountiry', ' fori iininp Ir. ltogl the use of thie fuiid withl no goldl in
it, or tle use (oIf Kevnes' cleanrig union; aknd if that internatiolnal money
tansfr a fett bhank rescrves anid bank dei sits in tim way that a
gold Ilow wouldd then you have all the essentials for a gold standard
without any gold.

Selllttor MnwoictK. Do ,J/t go oil the
Senator TAFT. May I linote Mr. Eccles and see wlhether he agrees?

Mr. Eccles reduced Ithe gold back of the Federal Reserve notes from 40
percent to '25 percent. Mr. Eceles said that he saw no necessity for
any gold reserve and that lie volumne-he was willing to fix 25 percent
as at concession to ani outworn prejudice. I remember his language.

Mr. WIlITAMIS. I aglree with illm.
Senator Trnr. You agree with that. I wanted to know.

[Laui lhter.
Mr. WInrI.Ms. I remenber when we were all discusimg the Bank

Act of 1935. On suggestion 'I niade in discussing the Bank Act
of 1935 was that the gold rserslve behind the Federal Reserve note
be removed. That is u1nneessary.

Senator MUtROCK, Well, may I ask this question: Do you think
that there must be a common ienodini' in ti lIe f ..n of gold if an
internationed fund such as we are discussing is to be successfl?

Mr. WTTAyAms. Well, I do not think so. You might approach the
problem alnother way: If you have gold and it has been the interna-
tional monetary unit, what advantages do you see in giving it up?
That is a different question. I believe in evolution, not revolution. I
don't see any reason why we ought to give up gold as an international
money if we can find effcetive ways of using it. The thing is to make
the system work, The difficulty isn't with the gold; the gold is all
right. It has some advantages. One very large advantage is that a
lot of eople believe in it. That is important.

Senator MtnrOCK. It is very important.
MI. WIlAnlaMS. It is very important.
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The CHmAnraN. Of psychological importance.
Senator Mrclnoca. I want to get all the gold I can out of the

banks.
Mr. WMrUAMS. People will accept gold in payment when they

won't accept other things. Now, that is just so. Buit i s L differenta
question wlhen you iask do I think you conuld st np a monetary system
without gold. I thinkr the aniswr is "yes," except uinder more pnimi-
tire conmitions. IL is an evolutio, really, to the loint where you dollt
need gold.

Seiintor Milrmrs. I should like to suggest that the individual not
only likes gold, but recent testimony has shown that those nations
that have dollar bahnlues here tlre in a very big burry to have them

urnied into gold.
Mi. \VWu.IAMs. lint is right.
Senator MILIIIN. I should like to ask this: If you do not believe

that a sound dollar requires a gold reserve, does it rmuire a sound
printing pre-s

Senator MulrlOK. A sxund what, Senator?
Senator MinJnKis. Printing press, I Lalghtler.]
Mr. Wn.rtIAMS. I don't know what the word "sound" lmeans.
Senator MtaKrfs. Well, one tiiat will work iapidly and gulsh out

lots of paper money.
Senator FULaRIOrT. One point about that loan; you think that

there should be a loan from our Government directly to the British
Goveinmernmt

Mr. WTILIAMS. Well, I would think in a case like this that it
should he.

Senator FurwroHTr. Yes.
Mr. Wx,LsAAS. It is,,n't a commercial risk, a financial risk, in the

ordinary sense. I would like to come as closely as possible to calling
it a gift.

Senator lammrnro Would you say that the 3 billion you estimate
would really solve it, or should that be just an annual advance?

Mr. WILLIAMS. Well, I think it should lhave ste relation to the
size of the current deficit and the prospective behavior of that deficit. a
I would think that with sueceasful, efficient management we ought to
expect the British current deficit to becomne smaller. It ought to taper
off. And I would thave that in mind. Now, you sc-

Senator ramFT. You don't jiieai, thouLgh, 3 billion as an annual-
lri. WILmnIsLA. No, no.

Senator TArJp. You mean Z billion might-
Mr. WfLLIaaM. As a total.
Seinator T'A. You think might solve the problem for the present,

recognizing that 3 or 4 years from now that deficit might-the balance
of trade might not be cured

Mr. WHrnTAs, That is right. I think it would be very helpful.
No one can say whether it would solve the problem entirely. I think
it would be very helpful.

Senator FUIaIonHT. Yon said that it should approach a gift.
Would you venture to say this: That we would he better off econom-
ically if we did make it a gift, rather than not do anything at all?

MK 'VmUAns Uniderconditions, I woldsay "Yes."
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Senator FULPRIGHT. It would be a good investment for the main-
teraonce of our owl economy and the world's if we did milke it !

Mr. WitAnms. I would say yes, under conditions.
Senator TIAr. Mr. Williams, I arn interested in the figures size,

cause I think in a way the size of our future loaning is one of tile
ns that is the main point. It is, after all, a qiestion of degree. I

think we all recognize we must help. If the Briiishl problem were
solved by $A)000000,000, would you say that the problem of the other
countries of the world could be taken care of with substantially lower
sums?

In a country like Czecioslovakia would a figure like a hundred mil-
lion dollars go a pretty long way in starting them off again?

Mr. WrraIAs. Yes; I think so, because I think in many cases what
they need is to get started so they can work their way out of their
situation. I n niny cases the problem isn't the same as that of Great
Britain, a nation that has gone through a great revolutionary change
in its balance of paynuents. It is, I think, more a question of getting
nations started, but I don't know how one can tell in advance just how
mulh it would cost.

Senator TarT. What I really have in mind was that I have at times
used this same figure, 8 billion to the British, and I thought that about
3 billion more for all tie rest of the world would take care of-well,
we could be fairly well said to have started thin, going again.

Mr. WiwxNs . Yes; I certainly think it wouldhell a great deal.
But, as I see it. we need the bank and also probably i h. Export-Import
Bank to deal wi ih many of these questions as they come alon. One
cannot make a blueprint of the wlhole thing here and now. lnt tihe
English problem is, I think, one that we can see with sufficient definite-
ness so that we might say there is one we have to deal with lhen and
now as soon as possible. I would, however, if I were negotialing
this withI the British, want to explore with them their commercial
policies.

One hold-back I hiave on the Bretton Woods Agreement is that, Rs
I think Ml. Sproul says, it isn't good bargaining procedure. Now,
internatimoil agreeiments are bargains. It is give and take. Every-
body comes in with some conception of his difficulties, and you sit

down and try to iron them out. I often wonder what we have left
to bargain with.

Here I think I've got to go into two matters, article IV and article
VII. Now, tlhesk wrel both the result of prlaonged negtoiatioln. I
wast there, anl I don't know the story precisely, but I think one can
see in general -l:what happened from just eading tlie suessiv\e versions.
lThe British were naturally very mnuch conerneda about their positlion,
Iheir internationl in position andl their internal policies, and they
wanted protection to go ahead and work out their own salvation.
They didn't hwant to elntel' into an internatiounal agrnennt that would
seriously threaten their freedom on internal policy or even on external
policy; and with tlhat position I sympathize bcIansa their Iproblerm is
so difficult. It is quite understandable that the British experts should
express rely strongly that point of view.

ell now, they worked it out. It grew by little and little till it
got to the point where I feel sure that any competent British expert
could come before the goventing body of the fund and make a corn-
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pletely colvincing case in favor of wlatevra actions iBritain might
wish to take. It is completely sewed up. There is this "fundamental
disequilibrium" The find must recognize it. I don't much doubt,
when Enkgland came to the fund, that it would have something that
would deserve to be called a "fundaimental tli.equilibhium." S

Now, this fundamental dise(uilibrium could arise from internalI w

causes: doenest4c s cal antd political measures. So it could. Now,
the fund could not refuse to receomize it on that ground. That to me
is a complete protection to the British. I wouldn't say that the fund
would have no influence whatever there. They can lalk it over with
ihel British-that is certainly dclirable, but no major step that the
British really wanted to take could be refused them, as I read this.
Now, that is one thing. IlThey are completely protected on their
exchange position by article IV.

Now, vhat is there otlermain worry i Well. the othermain worry is
that the dollar might get scarce. They want to be protcted against
that too. o do ty protect against that when it ns I Why,
by methols of exchange control. And so they have written in a pro-
vision whereby this currency is declared scarce; and when it is declared
seanre, then the mtemler countries are given freedom to exrcis, the
'exchange controls. So that is a complete equipment for the British.
They have got what they wVaniit on exchange rate variation, and they
have got a protection against a scarce dollar: they can resort to ex-
change control. I don't know what more they could ask for except
that in the beginning they wanted a very much larger fund; and
perhaps had it been a much larger find, which I however didn't
a pprove of, they wouldhn't have been so insistent on these two points.
Thlles are alternatives, ou see, to a large fund. A large fund gives
you lots of leeway; but if it is a sanall fund and your part of it is only
a fraction of that, then you have got to be mole careful about your
control over your exchange rate and over your right to control
exelihange tdransactions.

Now, Ihere is the picture as I see it. That is what the British ex-
perts went out to do, and they did it completely. Now, what is wrong
with it ? Well, I think that what is wrong with it is that it represents 5
a bad sharing of the responsibility. It is an expression of the Iritish
contention throughout the negotiations lhat it is the function of the
creditor to make international adjustments. Now, I just don't think
that is so. The adjustments must be shared, the responsibility for
thoemn. There is no action you can mention that a creditor country
might take that doesn't have its counterpart for the deficit conrtry.
That is the only sound principle, both economically and morally and
psychologically, on which to proceed.

As it is now, they have got us in a box, on almost anything that mighthappen. They are free to vary their exchane rates in any reasonable
circumstances in which they might want to do so; and they are free,
in case we don't mxake the dollar available adequately, to resort to

bl~~~te adequatelyn.t
eschange controls. There is complete protection of their position;

and I don't see in the circumstances alything that we could do about
it except to shoulder the blame, make the difficult decision whether to
make more dollars available even though that might not seem to us
at the time the wise decision or the right remedy for the situation.
We would have the hard choice between doing that or accepting the
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responsibility for throwing the world back into the system of trade
ad currency discriminations which we are trying to get awa' from.
It just isn't a good basis on which to proceed. We woUldn t carry
enough weibght in that kind of argument. That is the way I feel

Ibout it.Now to give tat more point, let me tie tile two together, ilarticle IV
and orticfeVII. It is a purely hypothetical case. Suppos that as a
result of British internal olicies-social security, publie works, or
whatever--that British costs should rise and that in consequence
of this rise of costs her exports should diminish and her imports
should increase amnd thus hr balance-of-payments position become ad-
verse. Now, since I have wanted to work tile theoretical point out,
I want this to happen in a fairly large way, and the British to insist
upon it. Now, suppose that as a result of that, dollar scarcity should
develop, as I think it well could. It is not only the direct effects;
it is indirect. It is that same point I was making about the effect
of full employment here, direct and indirect.

This is another similar point, the rise in British costs having direct
and indirect 5ffeets on trade. Now, tilhe dollar is the internationally
usable currencly and so all these effects would tend to concentrate oil
the dollar. Now see the aI)surd osition -I amy puaslbing this far to get
the case-see the absurd position that we would be in: Because of
policies whichi the British are ursuing, the dollar becomes scarce.
We then mrake the hardl choice between making tihe dollar available,
thus financing whatever they want to do, or of having the fund de-
clare the dollar scarce and letting the nations go hack to exchange
control. That doesnt put us in a good bargaining posiion. And
wvhen I say "bargaining,' I don't rnean in any sesll nfsh seie, that
we are in tbis to get sonethi ng out of ;t f or oumehvs; I mean from
the standpoint of making it work, there isn½ a sufflient sharing of
the obligations and xesp ins j bijilt ies in that kind of arrangement.

Now it seems perfectly clear to me that the British thought all this
out with the greatest care and they set these down as their trnlms; and
when the joint statement of April '44, in which they first came out,
appeared, they were wvelomed ini the. British press as a triumph fiorl
realism and eomnon sense; al last we had come n through with wlbat
they had to have. I remember a piece iln the Manehester Gintlian
that said:

Yes; we have freedom. We have frilom to et oIt of this tliug aly time
we want to. We hlave fr.on o vary our exchange rates. We have freedom
t0 exercise e.rdr. Contr ,olsh wbe, W rye aIy io is delared an under-imp.orter.
whe.ever .its lrrncy I sarce.

And then it said:
But let us not ba.e to many freedoms too much freedom--because, after all,

we want this thing to work Inoernatlonaily.

And I question whether we really halive here the makings of an
international system.

Now, volU know what Keynes said about it, and I have heard it said
ii apoli;gy si n e tnhat we nmust remsember the British elunmte. very
dubious whether they want to take this thing or not, and so he had
to overstate hii case; butf he called this the precise opposite of the gold
standard. No internationial system could be the precise opposite of
the gold standarcld; that would mean it wasn't anl intemiational system
aL all.
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Senator TAtn. le says almost that, in his further language.
Mr. WNaAxs. But when you put this ease togetlher you can se

what the British were trying to do under the guise of all internt-
tional agreement: they were trying to get a maximum of national
freedom. Now, perhaps, in thile circumnstances of these days ancL
having in mind England's very great difficulties, that's thile most you
can get, but I qljistion whether it is enouIgh. What it suggeste tto
me at once was: Well, this isn't the app opriate time to try to work
out principles on the Monetary Fund. I would rather go ahead with
the fund without any principles and work it out from case to case, in
consultationm, talk it over with no principles to fonet with.

Senator TAn. Then the board would have discussions whether they
made a loan, whether they permitted a transaction or not.

Mr. XVILUAAR . They would have discussion, and of course they
woul have to tie back into their own (iovernmnents onil many qustions.
I really think we would be better off if we couldh delete those articles.
Bat ceitainly if it were I-and I hope you believe me that I have been
concerned for international cooperation these many years-if it were
I, I never would signi that article VII. I would delete that.

Senator TAnr. Mr. Williams, what is your-
MI'. WIAaMs. May I make one furthner point about article VII?

There is a clause in there toward the end of the article which says that
this article shall prevail over all prexisting agreements. That is
meaint to cut under all the Hull trade agreements. Has that been
brought out in the discussnion?

Senator TArt. No; it has not, and my attention was called to it, but
I--that is section 5, article VII.

Mr. Wmals. Section 5.
Senator TAnr. On page 15.
Mr. VitrLMis. I have got a different printing, I giess, of this.

[reading:]
8SW. 5. Effect of other international lgrvumnts on rsttrictols. Iemnlbers

agre lot t iseoke trle obligations of any engangements entered Int, with other
ermbers prior to this agrement in such a matner as will prevelt tie operaiton

of the provIinsk of this article.
In other words, ihat gives this scarce-currencies article the right

of-way over any and all Amerieaw trade agreements which may pro-
hibit tiserinirnatorv trade or currency practices. This is a very very
sweeping provision. I think that ought to be brought out as dlearly
as pos sible.

Senator Txn. That is. you will not invok--even though they have
agreed to give us the sine treatment as they are giving other coun-
tries on these various things, in consiIeration of our having reduced
our tariff for sonething they want to send'into the United States,
they may re puadiate that agreement and impose xchange restrictions
on use that were not mpo.ed on anyone else.

lrl. WILIAMs. That is right.
Now, further on this article VII, on the scarce currencies if I-

if you want-if you are tired of listening to me-
Senator MIWIKIN. No; no.
The CHAIRMAN. Very interesting.
Mr. WILIAAMs. There is a point, a technical point, that has never

been cleared up in my mind and which, frankly, I think was dodged
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for quite a long while, though I have recently seen an article by Mr.
Bernstein which is the best thing on it I have seen, but doesn't, in
nmy judgment, dispose of thle point. This is the technical flaw in tIhe
fuli. whichl bealrs direl tly on this matter of scarce currclemi, andil it

i* grows out of the difference between an internationally used currency
and other curlrencies. This fund is a miscellany of 44 currencies, most
of which are not used in internaltional trade.

The CIAIRzMA. What do you mean by that? What do you mean
by "not used"?

Senator TArT. Internationally.
Mr. \Wiauam. That they are not used as a means of payment.
The CHasRMa. Oh, I see.
Mr. WILIAMs . When you make payments in international trade.

yol dlont ise these other eurrencies.
The CHA^iMAN. Yes.
Mr. WILnIAMS. You principally use the dollar or the pound.
The CHnaIMAN. Yes.
Mr. WxLUaMS. Now, in the conditions of the postwar world, for

the resorns that we have been over, it is highly dubious whether the
pound can he called an international currency. It will be a sterling-
area currency. It will be a currency used in bilateral currency agree-
ments and probably won't be available, broadly speaking, for general
internatioual multilateral trade. It comes down pretty much to the
dollar.

Now, there is a disecepancy between the demand for exchange and
the supply in this case. The demand consists of all the quotas, 8,800,-
000 000. The spply consists of what you can use to make payment.
Most of the currencies you can't use. It comes down mostly to the
dollar. So the discrepancy is between 8,800,000000 and 2.5, which
is our quota; or, to be more correct, it is between 6.06, leaving ours
out, the demand for currency, and the supply of that currency, which
is 2.75.

Now, there is a discrlpanc: to start with. That wouldn't have been
true of Keynes' clearing union, because thle obligation to make pay-
ment resting on every country was equal to the size of the clearing
union. T'ere couldn't be that discrepancy. But this fund is an
arranlgementeli of limited commnitmeni s all put together to make a whole.

Now, here precisely is the difficulty that I have tried to raise. When
foreign countries use the find, they will put up their curreneies with
the fund and draw down dollars from the fund. Those dollars will
then be paid out of the fund to whomever needs to be paid: the creditor
in the case. they will pay. Now, that does not reverse itself, because
when we buy front abroad we don't buy foreign currencies. We pay
in our currency. We miiake dollars available to the foreigna exporter.
That is really the meaning of an international money and an inter-
national inmmey inarkct. The internati nal tl mney center nmakie pay-
rielnt il its own loney,. and then those balances are used in payment,
you se. othe Ahlr wtay arourd, when they buy from is.

Now, there is a fundamental discrepancy in the fund, in the me-
chanics ofthe findl. It is not a two-way affair. Whentheybuyfrom
us, they put ilup their currencies, and they draw down dollars. When
we buy from them, me do not put tip our currency and draw down
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theirs. We make our currency available to them outside the fund in
the market. Now, this isn'ti question of policy, as Mr. Bernstein
SUgrest, but of the organization and practice of the foreign exchange

Senator FURTuuo1T. On that point, I thought they were supposed at
a certain period-or perhaps uncertain period-to repurchase thleirW
clirrenec -

Mr. Wmn~AMs. That is right.
Senator FLeuroaT. With the dollars that they get directly, outside

the fund.
Mr. WILUAMS. Now, the repurchase provisions, I would say, are

put in there primnarily for this reason--I mean the growing *recogni-
tion of this problem gave rise to the repurchase proviswns. These pro-
visions attempt to recapture tlhese currencies that go out of the ftud
by requirilg nations that have aeen using the fund, that are indebted
to tihe fund, to repurchase their eurreicies out of their reserves; or if
the have had any expansion of their reserves, they must use part

of itto lepurchl se from the fund. It is quite a complicated set of
provisolnS.

I have no criticism of the repurchase provisions. I think they are
all right I think they do what they are meant to do, provised that the
eountries are in debt to the fund, l['ave been using it. The difficulty,
however, is that ihe nations that would use tihe fund presumably would
be countries that didn't have adequate exchange remurces, and they
wouldn't have allny resources wherewith to repurchase their currencies
from the fund. If they did, they wouldn't go to the fund in the irst
place.

Senator FuImonrT. Well, now, I think seasonally that mniglht vary.
I would have thought sometimes they wouldn't have it, and later they
would.

Mr. WWnIAMs. It could he that sometimes they wouldn't have it,
and later they would; but if you just make the assumption that on
balance of everything there would be a tendency for what we might
call the exchange-poor countries to use the fund more than the ex-
change-rich countries, then you have my ease, and I don't sea wlmt i
could be done about it.

The best answer to it, I think, is that there is a provision in the
fund agreement that nations wanting another currency for gold
must oiler that gold to the fund. Now that, I think, does mean that
the fund could replenish its dollars if it had an adequate supply of gold,
and this adequate supply of gold it could pretty well get in this way.
That is the best answer that I can see. But what it means, if you
analyze it, I think, is that if the United States general over-all position
in the exchange market is such that we are having a gold inflow, as we
had in the inter war period, then there won't he any scarcity of dollars
in the fund. In other words, if there was a dollar scarcity in the gen
era] market, a disequilibrium indicated by an inflow of gold into the
United States, then my particular technical difficulty wouldn't appear.
But this, of course, would be no solution, silnce a general dollar scarcity
is what we must avoid.

Senator TArT. Mr. Williams, on this repayment business, what
assurance is there that dollars may not be sh]ort in the fiund while in-
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dividuals and corporations in these various countries have dollars?
I don't see that.

Mr. WnnAMS. I don't think there is any assurance.
Senator T±4r. You mean you don't count their dollars in counting

the country's monetary reserves, as I see it.
W Mr. Wrms. No.

Senator Tar. Unless they have a law requiring them to turn dol-
lars over, why, then dollars may be scarce in the fund when they are
not scarce in other placesa

Mr. WiLLAMs. £have seen it suggesled that the foreign-exchange
resources of countries are pretty well official now, so that this problem
of seepage into private hands wouldn't really mean anything. The
answer to that is that thisis is a condition of exhage ontrol. In order
to control the exchange, you may corral all the exchange so that you
know where it is and so it becomes official. But thepurpose of this
agreement is to do away with exchange controls; and so, just in the
process of relaxing the exchange controls, the balances which previ-
ously had been official would ome nonofficial; and it says in the
document here that banks and traders must be allowed to have adequate
working balances of foreign exchange, so I would suppose that that
would be a technical difficulty encountered in the process of relaxing
the exchange controls, that the dollars would flow away into the private
hands. Then the only way to get them back would be to reimpose the
exchange control.

Senator TAnr. Mr. Williams, I don't want to keep you indefinitely,
but would you care to sum up your conclusions as to Mr Sprou's sug-
gestion that ermtain features of the fund be incorporated in the bank,
and we just do with the bank, or an alternative suggestion that we
simply postpone action on the fund for several years until these other
difficulties are cleared up; or what is your own ideal What would you
do, if you had to do it yourself, without political questions being in-

Mr. WILLIAMS. I would like to answer the question. I should not
be conceraled with probabilities and political considerations, but I
would like to give m own answer first.

The COmrtlnnw. Yhat is what we want.
Mr. WmLAmnrs. And then I would like to make some suggestions in

between, if you think that would be at all helpful
First, I would defer dceision on the fund until we have a solution

of the British problem. When we have something about which we
and the British can agree as a workable arran[evmmnt with respect
to the British deficit and with respect to commercal policies, I would
say, "A basis has now been laid for the fund." I think that might in-
prove the fund a good deal, if we worked it through again in that
new atmosphere.

That is my principal reason for not wanting to have the fund here
and nlow, as is. I think we would have a better agreement if we did
it under those conditions. If that were done, and the fund were de-
ferrend for that purpose, I would want to expand the powers of the
bank by an express authorization to the bank to make the longer-
term stabilization loans. I think I was the first one to suggest this,
and it has been taken by the ABA and the Committee for Eceonomidc
Development. I understand, however, that many of the official ex-
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perts feel it is already in there in the phrase "in special circumr
stances."' I believe there was a history-as I have heard, anllyway-
of negot iltion about it, and I would say that it got whittled down to a
few not too derlinite words, as it is now. It w;,uId be very desirable
to bring this out and give express authorizatior. To my mind thoe a
loans will be more impllortant in the transition period thn arnythingW
the firend could do. Ihat is the i!ature of Ihe transition period, the
nature of the need ill that priod. Then I would have the bank serve
as a cenllter of consultation and cooperation on exchange rates until
such time ias the fund is et up. I se no difficulty with that. The fact
that the bank would not have a set of monetary principles would, in
the circumstances, I think, he an advantage.

I have been criticizing the monetary principles avp 'ay, and I think
we oulld write lt terl ones later on. vouldi rather go allead wit..hout
them for tihe present.

Now, that is my position. If I had the power, that is what I would
do in the interest od international cooperation. But if I could not do
tlat--may I make some other sugg lon

Senator TArF. Certainly. Go al'ad.
Mr. WuALinAS. It would be possible to adopt this fiund and defer

its operation until the end of the transition period. You could set
it up, have it serve as a center of consultation, study, analysis, and
cooperation, but suspend any use of the fund to the end of the traeti-
tion period; and you could make it cordlitioal upon an arrangement
with respeeit to British problems. If you were to do that, I think it
would give every evidenee of good faith oJi on11 part ini put us in
a ,nich stronger position to aom plish something in the transition
period, not just leave it to hope and a prayer that after this is done
we will all act in the light of it.

The CTRramfAN. Whten is the transition period?
Mr. WILInAMS. I dIo not koI exclictly. hut I would say it was from

3 to 5 years.
Senator TArr. Article XIV provides that it will begin at 3 years

and end at 5 years.
Mr. WInHaAMS. Now, may I make some further suggestions which a

are more in the nature of compromise?
Senator Tar'. Yes. Go ahead and do so.
Mir. WILIAAUAMs. Another thing you conhl do is to .et up tile fund

aid ),royev that its reriulcee may be used onlv by those countries
whict rremove their exchange cont rls on currient accounts.

I stated in the beginning of my testimony that as a matter of eeo-
Blanie analysis it malkes 10 Senosen for countries to have botll exchange
control and access to the fund. I do not need lo go over that point
again. I take it. If you are controlling your balance of payments by
exchange control you cannot have a deficit. except as a deliberate act
of bi'lowing, anl the fund is not for that purpose.

And then, perhaps finally I would not accept hboth article IV and
article VII in their present form. I would accept article IV, 1 think,
which goes a long way, aud which wouild depend upon the spirit ia
wlich it was operated. But as nations )now are in the world, with their
great fears of the future. their fears both of their own problems and
ours, I do not t/hink it is realistic to suppose you coahi get anytlliing
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more than article IV; but, as I have said. I would not acepet article
IV asm article VII. I do not se any ilason to do so. Why give
Britain freedom in rega.rd to exchange nrtes and at the same time
freedom in regard to exchange control whenever tilhe dollar is scarce
and when the reason for the sc.areity might be their own policy.

Senator FULMIIGIr'. It seemed to rme in your discussion of the fund,
in the latter part. just a moment a o, thiere was Solie slight incon-
sistency. For instanice, on the one 'and you thought it exceedingly
important thiat we give thenm $.,000,000000, that it wris important to a
continuation of our economy to do lint. And then in the fund you
feel that we have givenii them too much. It seems to me there is a slight
inconsistency there.

Mr. W1,UnAM.s. I do inot think so at all.
Senator Fu1YiIm3R4T. In other wordsv vou seem to think we have not

been hard enoiiuh in the fund. but on the other halnd, you are willing
to be liberal so far as ioans are concerned.

iMr. Wlnnus. It is not a question of liberality but a question of
using things for their own purpoes. I do not know just the proper
terni to use there, but the monetary fund is to be used for certain
purposes. We have the whole history aid theory of international
moenetry organization and policy nmnking behind us when we talk
about thls, and we have some idea what it is for. We should use it for
its pIlopr purpose nnd not confuse thiat with a loea a nation, might
make to buil up) it proldhctive napaetity we slould not confuse it
with some fillanclal arrangement dhimgned to ret a nation out of its
special andi ,eculiar dhllacutins. lt us do t'ese things separately
so we will know why we are doing Ihem.

Senator Frm.*unoaT. Your criticism of the fund was not of Britain
getting too much but sinply that it did not promte its effectivenaess?

Mr. ].rT LLIAMs. That is it.
SenatOr FLBDOrmHT. It is not that they have not gotten everything

they wanted.
Mr. W\VnIAMs.; I have never criticized the fuid on the ground that

it is too lurge. That has been one line of criticism, that it is costi
us too much. I would not care if it eot us twice as much if it wouh

Thre CfATRMAN. Is that all, Senator Fulbrightl
Senacol FUUIGIOHT. Yes that is all I care to ask.
The CHAIRMANt . Thank you wry mutch, Mr Willians.
Mr. W1nN,1As Do you wish me to senld to the committee a supply of

this article?
Snaltor TAFT. Yes. I think there are 18 members of the eommittee,

and I suggest that you might seni to the clerk of the committee 20

Mh'. WULLIAMS. Very well, I will do so. There has already been one
submitted for the record.

IlThe CHAIRMAN. Just give it to the eonmmitee reporter.
Y¥m might send to each one of us t copy, because I want to read it.
The committee will now stand in recess and will meet here again at 3

o'clock.
(Thereupon, at 1: 20 p. min., Thursday, June 21, 1945, the committea

recessed until 3 p. in. the same day.)
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The committee resumed at 3 p. m. upon the expiration of the rece
The CHAmasAN. The committee will come to order. We will hear

Mr. Do Vegh, a consulting economist in New York.

STATEMENT OF IIKIE IE VEGH, CONSULTING ECONOMIST,
NEW YORK CITY

Senator TArr. Suppose you give your name and address to tlhe com-
mittee reporter for tho benefit of the record, Mr. De Vegh.

Mr. D, VIRo. My name is Imrie De Vegh. I am a eonsultingecon-
omist in New York City, and have been for the last 2 years. Prior to
that I was with the War Production Board as assistant to Mr. Charles
E. Wilson, and before that for 10 years I was associated with an in-
vestment counsel firm in Boston and New York, Scudder, Stevens &
Clark. My principal responsibility was general economic analysis of
world conditions. Before I became their economist I was in charge of
their foreign research and foreign business that the firmnn conduted.

Now, with respect to Bretton Woods- -
Senator Ta.T. Let me interrupt to ask you if you have lived in

England.
Mr. DE Voa. That is right. I had my graduate work as economist

in Trinity College in England.
Senator TAr.r How about Canada '
Mr. Di VEOw. Canada has been one of my special studies and re-

sponsibilities. I wrote a book in 1938 which I think is still the only
book on the subject The Pound Sterling-A Study of the Balance of
Payments of the Sterling Area. And min 1940 I wrote a study, which
I believe also is alout the only one on the subject, on the subject of the
relationship of imports to national income in Canada and in the
United States.

Senator TAnrr. Just before you start out on your general statement
let me say this: We have had reference to the sterling area. What
countries are included in the sterling area?

Mr. Ds Vro. Strictly speaking, the sterling aa is the area of
the countries that hold their monetary reserves in the form of sterling
balances, in London.

Senator TAM. What countries are they?
Mr. DE VE¥n. Well, the area has changed. Some countries have

gone in and some countries have dropped out.
The CnAiawn . What do you say it is now?
Mr. DE Vern. At the present time, in view of British exchange

control,it really is not anything more thanl thane countries in the sterling
pool, so-called. That is to say, areas which have agreed to convert
nlo steringil whatever dollars and other hard currencies they might

obtain through their own contracts, and I believe those are esscntrally
British Empire countries and Egypt.

Senator Tarr. rhen at the present moment it is a rather narrow
field.

MIr. Dg ¥1On·. A much narrower field than formerly. The fixed
sterling field today is the sterling pool. Nobody voluntarily would
get his monetary reserves within the power of anotlher eountry's
echcange control.
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The CHAuRMAN. Are you an economist for any banks of Now YorkI
Mr. Ds VErn. No, Sir.
The CtaIRMAN. Or any banks in any other city
* Mr. DE Vro. I have no banking connections, no bank clients

whatever.
Senator TArT. Mr. Chairman, I was afraid you might say we had

oniv bankers and bank economists, and was trying to change that.
The CaIR1MAN. All right.
Senator TAn. Go ahead, Mr. Do Vegh, and toll us your views on

the Bretton Woods agreements.
Mr. DN VEor. If I might start out by a generalization, I should

like to say that the idealism of the supporters of Bretton Woods corm-
mands very great respect. I would like also to add that the amend-
mints proposed in the House bill are helpful and valuable. So I
shall address myself principally to what I think is the fundamental
weakness of the approach, namnely a view of the future that I think is
unduly optimistic. This view of the future is not affected by the
amendments in the House bill, but the amendments are worthy of brief
comment if I may be allowed to make them.

Senator TarT. Go right ahead.
Mr. De Vor.m With respect to the House bill, I should like to take

up the relatively minor point of section 4 which establishes the Na-
tional Advisory Council on International Monetary and Financial
Problems. I tlnkthatsueh a eouneilisveryneeessary. But I think it
might be more practical to have it on the Under Secretary level rather
than on the Cabinet level. This is a very minor comment and is not
any criticism of the bill. I think usually these committees function
more effectively if they are not in the hands of top Cabinet officers
who cannot give all the time required to their really effective opera-
tions.

The second point in connection with the council is that it does not
mention the broad regulation of trade and tariff problems. Yet inter-
national monetary and currency transactions are merely the outward
cover, as it were, to the underlying trade transactions, commaercial
transactions, as well as purchases of merchandise, or of underlying
investment transactions, loan transactions of all kinds.

The currency mechanism is the essential mechanism to make things
flow easily, but you have to have the things to flow in order to be
able to ease the flow. Therefore it would seem very important that
the monetary and currency and financial arrangements we made should
be very closely linked to the trade arrangement we make with foreign
nationls.

Senator TArr. Not only reciprocal trade agreements but in general
commercial agreements.

Mr. DE VFrH. Indeed, yes. Also agreements of very wide scope, I
mean. For instance, thlere will presumably sooner or later be afthor-
ized international commodity agreements, possibly international su-
pervision of cartels, and otlher measures to regulate the flow of inter-
national transactions. And all these belong to the same general
framework, and they all mhave to be coordinated, and that is why I
respectfully submit that this council might be advantageously widened.

Then, with respect to the final section of the bill, the amendments, I
have some slight difficulty in seeing the distinction of line 19 on page
14, between "emergency fluctnations in the balance of payments" and
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other purposes for which the International Monetary Fund was es-
tablished. That is a matter where my understandinlg of the bill is
defective. In other words, I do not quite see what tlhis mttns, what
this covers tihat is distinct from other passages in sections 18 and 14. A

Senator TAr,. 'lThs is the Suggestion that we have: that. the fl d's0
resources should not extend beyond current monetary stabilization
operations to afford temporary asistance to n1ctihters iln conlnection
with seasonal, cyclical and emergency fluctuations in the balance of
payments of any member for curlent transactions. Do you say you
do not understand what that means l

Mr. DE VE¢t. What I meant was parilicalarly how emergency flue-
tuations-oli; I see. Emergency fluctuations being a part .of current
monetary stabilization operatioins is covelred by this pro8sion1 but not
others.

Senator TAr. The suigestion is that this is not a limitation at all;
that the words "seasonal cyclical, and emergency' fluctuations" are so
broad that as a practical matter, even if they make the amendment, it
does not limit the fund's power.

Mr. DE VEOLr That is my point. I was not quite clear how far
the limitation was intended to go, because praetically everything
can be construed as an emergency fluctuation,.

The CnAruMAN. I see Senator Millikin just taking a seat at the
table, and will say to him that we have had up the word "cyclical"
just as he arrived.

Senator MatnxcN. Very good. I will be glad to hear what the
witnes has to sayabout the word.

Mr. De VEoIT Now to turn to the fundamental question of the policy
aspects, I mean the economic policy aspects, my belief is that the fund
is based on extremely optimistic assumptions with regard to organiza-
ton of the postwa world, and that it, therefore, requres a favorable
break of practically every kind, or on practically every account, in
order to be able to operate successfully.

I think that a relatively free flow of international investment is a
prerequisite to the funds ability to function and not the consequence
of having estabhlished the fund. A reciprocal trade agreements act
is merely the first step, and that will have to be followed by many
others, both here and abroad, if the fund is to live up to expectations.
So far there is little evidence to indicate that foreign countries are
able to go along in the abandonment of controls of restrictions, of
trade naoniioolies. evfn aRsumning that they harve the will to abandon
these restfictions and controls. whiec is not certain in every case.

By sponsoring Bretton Woods we have assumed responsibility for
making it work, come what may, before we have any evidence that
we can make it work. In fact, under conditions where the ability
to make it work in very many instances does not even depend upn us.

The Second World War has caused very great institutional changes
in the world; also very great shifts in world distribution of economic
power. Consequently there has been a change in flow of world trade.
how the flow of world trade will reorient itself after the war, we do
not know. But merely the elimination of Genmany and tentral
Europ~e from the network of world trade means of reorganization of
the whole flow.

Tqhere is an admirable publicat ion of the League of Nations. entitled
"Network of World Trade," which analyzes the flow of multilateral
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trade during the 1920s and 1930's. It is really the best source book
that could be hoped for on this very difficult subject. If we look at
its figures, look it the structure of world trade that it shows, we will
find how great the reorientation will be that follows from the extraor-
dinarily great aolitical changes anti the changes in relative economic
inflence that tXis war has caused.

I think tihe most important thing with respect to the International
Monetary Fund is to create a condition under which it can function;
and their is the difficulty that the fund has been construcnted by hind-
sight; that it was built at a time when the outlines of the postwar
world were not clear is a major hiandic .

rTle fund is well adapted to cope with the difficulties of the early
1930's under the type of economle framework, trade and payment
relationships that existed at that time. But I do not believe it can
seriously be said that it follows that it is going to he able to function
uider tte conditions of the postwar world.

I shouldi now like to take up in some detail the sterling problem
that Dr. John Williams discussed hern this rniouring, but efore we
go into that, which is a complicated problem, I should like to state
what I hoped would have been a better means of solving those difficul-
ties. And that might have btie to seek agreements of a very emp re-
henslye kind with countries that share our ideologies and nlethods of
doing buiesiess, taking up both sympathetically and cooperatively with
them the problems we share and the cyonomle relationships we have
with them, and building a network of agreemenots resting on mutual
understanding and cooperation, iand fitted to the individual problems
of each one of those friendly nations, rather than blanketing thean all
in one bi piece.

I testied Lbefore the Committee on Banking and Currency of the
House of Representatives onil the predecessor bil l and there submitted
that the firsint thing to do is to wait with the fund until conditions
are favorable for it and that the second thing to do is to restrict theim
use of the fund d'ring the transition period ly permitting countries
only to use a fraction of their quota--and I mean in the fund not in
the bank-during the transition period.

I think IIDr. John Williams' suggestion made hbere this morning,
that countries with exchanllge control should not have ncewss to the
fund, is probably more practicable, because there is no reason why* count without exchange restrictions should not benefit from the
fund rather promptly.

This is the substance of what I have to say on the sulbject of the act,
auld if the clhairman will permit meI should now like to take up the
question of the pound sterling, or alny other questions you mayhave
in mind.

Senator Tnrr. You say each Counitry should be approaehedl in a
comprehensive way. Aree the problemls of the different countries nma-
terially different ?

Mllr.b Vrooi. That is my point.
Senator I'Arr. (Can you give us an examAple?
Mr. I) VWon. For instance, with the most flagrant example. of

eourse, is Russia, whose problems are completely different from other
countries, other examples might be referred to. Russia deals tlhrough
government monopolies. There is no exchange market. There is no
such thing as unbalane.



BRERTON WOODS AGREEMENTS ACT

Senator TArr. There is no problem with Russia except how much
money we miay want to loan to them.

Mr. De Vror. Yes, sir. There is vast scope for long-term recon-
structiim loans but not a scope for anything else.

Senator TAF'. What about Francee
Mr. DE V1.Ir. In the case of France it is the general belief that

the French Government is in a good gold position, and that their
hrincipal problem is that of transportation and of startilng their in-

ustries. They ,eed long-term loans to obtain inventories for the
French economy to start up again, to replace machinery taken away or
destroyed during the war.

Senator TArF. Once machinery is started in France is there any
reason to believe they will not balance their payments I

Mr. Dr Von. It is believed they will be able to do it. But that
depends upon the annrmment expense they may wish to retain after
the war.

Senator TAn. The British problem is entirely different. Did you
want to go into that

Mr. Dz1n If If Ihave your permission t o do that.
Senator MnIjtKIN. Let me interpose by asking a question right

there: Is it your view that the Russian situation will carry over to
what may be called the Russian satellite nations?

Mr. Di Veon. We do not know what the condition there will be.
Senator MnLzKlN, If they should turn into completely managed

economics, your view would prevail.
Mr. Dr Verr. Yes. sir.
Senator Mirsam. I assume at some time during the course of your

discussion you will meet the argument that if we are to have the fund
limited to countries having similar ideologies to our own, that that
might be considered as a hostile economic act against other countries.

Mr. DC VEGH. That is a difficult question. I was not thinking so
much of political ideologies as of economic ideals and methods of
operation. But the position that underlies this whole fund proposal
is that countries will behave more or less alike in the foreign exchange
markets. Obviously a country where there is only one dealer in ex-
change is much different. I mean, no investors and traders doing an
active business involving foreign exchange transactions. But the
question whether such a network of agreements-or, let us say even aia
international monetary fund, restricted to countries with free foreign
exchange arrangements-is to be construed as a hostile act, partly
depends upon the position the other countries take, and how far we go
and how oprn-haided we are with them. It seems to me if the Rus-
sians y they need long-term loans, as they ulndoubtedly do for reon-
struction, ad that they are willing to cooperate in international
organization, they will have made one type of ease that has nothing
to do with the operations of the International Monetary Fund.

Senator MIarvn.5 An arrangement such as you mention would not
preclude economic relations with Russia.

Mr. Dr Vzou. No, indeed. It would eliminate one aspect of this
fund which is dangerous, not so much because of its subterfuge aspects,
namely, that a long-term loan is camouflaged as a short-term loan,
but also if the Russians do draw out 1.2 billion dollars, the total dollar
su ply of the fund is substantially reduced, and all other countries
will only have 1.55 billion dollars available for their requirements.
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In other words, anything the Russians draw out and keep, reduces
the potential dollar slpply to England, Australia, or any other couni ry,
and does to some extent peraniaently impair the ability of the funid to
fulfill its functions. It is not desirable to freeze up the fund like that.

Senator TAFt: In other words, a part of thiis $2,750,000,000 is wasted
s far as its availability is concerned.

Mr. De VanL Yes, sir.
Senator Tarrt. Go ahead.
Mr. I) VEGa. In the case of England, thire great difficulty is that

England herself is now the smallest of the thlre great powers, Her
steel capacity is only between ffteen and twenty million tons a year
as compared to ours, wichli is between ninety ard one hundred million
tons a year. I believe. In otler words, there is a great disproportion
between tile three great powers in terms of industrial resolurces, and
also in population resources, and yet England carries the bulk of tho
defense burden of the entire British Empire. That empire is ox~
tremely far-flung. It circles Ihe globe. It r¢~uira a very large de-
fense estiablisnhent. The entire conomit burden of that dfnse estab-
lishment falls on a relatively narrow base, and on the population of
England itself.

Well, I believe I misspoke myself back there. When I said the
entire burden I meant to say the hbulk of the burden, because obviouIsly
the donminions contribute in a significant way, and India also makes
contributions to her own defense. Moreover, the British (Governmenllt
has promised the people of England a higher standard of livin . Any-
body who knows conditions that existed in deplr ed English indus-
trial areas, knows that this promise was necessary and will have to be
kept. The effect of the Beveridgo plan or oven of the British Gov-
ernmnits white paper on employment, if put into effect, and futur.
armament burdens that England will have to bear, will metn some
increase in total imlprts into England, above prewar levels. How
much we do not know but certainly an increase of 25 pereent, or possi
bly one-third, would be a conservative figure, assuming mult ateral
trade and free intemnational payments.

Now inasimuch as sterling has depreciated since before tihe war, and
world prices have risen, this means a very large increase in England's
total import reqouirements as compared to the postwar level. IfI may
put in the record the League of Nations' figures showing the Uinited
Kingdomr's exports and imports before the war, they were as follows:

In 1988 the total imports of the United Kingdom were 4.2 billion
dollars, and the total exports were 2.3 billion dollars. Thirty-five
percent of the exports went to Europe, and s2 percent of the imports
came fron Europe. This means that the United Kingdolm will have
to replae 83 percent of her exprts, a large part of which will have
g"ne by the disappearance of (teru nary, and the eurt na that has de-
scendei over eastern EuroFpe, and we do not know when it will lilt.

Senator TaFT. Mr.IMorgenthau said the elimination of Germany's
foreign trade would make no difference.

Mr. De Vron. I do not know whietbar Mr. nMorgnthau is familiar
with the League of Nations' figures, but I think this analysis of
Europe's trade and of the network of world trade, makes that position
difficult to defend. But I do not know. I have not discussed this
point with any Treasury olfficials.

Senator TArr, What about Japanese trade?
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Mr. DE VGau. I think, of course, that the disappearance of Japanese
trade will also make a difference. These are questions of reorienta-
tion. I am nertly saying that England will have to reorient her
trade. A arge part of her export market has disappeared, and hetr
import i'quiremnente have not decreased proportionately. Her in-
port requilemenis are bigger than they have ever been before.

In other words, of course the argument can be carried further aind
it can be maintutned that with the disappearanee of Germany and
Japan from export markets, England vil ihave new export uppor-
tunities that were not open to her before in areas in which the German
and Japanese have competed with her. But of course the United
States will still be a competitor in these export markets. So that it is
very difficult to say with any certainty that the English will be able
to replace the exports they have lost to Europe. On the other hand,
there isn't the shadow of a doubt about the increase in their import
reuirements that will come after the war. So that it is very possible
to show a substantial increase in the English import deficit which
has been her greatest problem during the 0 years before the war-
in fact, during the whole inter-war period This grt deficit has
been at the rate of approximately $2, ,000,0 it exceeded $2,000,-
000,000 in 1937. It exceeded $2,000,000000 in 1931--$2,,000,?(D
yearly, that is, and it might very easily be of bstantiay greater mag4

nitude after the war under free exchange and multilateral trade con-
ditions.

Now, the sterling pool is a very rigid framework and extremely
onerous to its members. It means tt tfBritish India should she
achieve a dollar surplus in her transactions with the outside world, has
to transfer that dollar surplus to the Bank of England and accept
sterling instead. Thelr has been a great deal of trouble on that store.
The people of British India have objected time after time. We see
newspaper reports that American exporters to British India object to
their inevitable exclusion from the India market that resuilts. . think
we ought to see beyond these complaints. Tlhis is not a matter of
complaints and acting upon complaints. This is a matter of seeing
what can be done to ereate conditions in which England will not be
forced by circeumstances tbi stick to an exchange control and a rigidly
exclusive sterling control and separate agreements with individual
nations.

Now, I think that the measures to that end have to be extremely
drastic if they are to accomplish anything at all. I certainly don't
think $425,000,000 for 4 years, which is the English borrowing power
under the fund, is worth anything to them in terms of the imensity
of their difficulties. I don't believe that they are going to make any
major concessions and in actual fact-

Senator 'Parr. Just a cortetion--tlhat is $25,000,000.
Mr. De VenoLr. I beg your pardon. My aritlnetic was wrong.
Senator TAnF. One quarter of a billion three.
Mr. J)E Vann. That is right, sir. I am sorry.
So I wonder whether loans or gifts are going to make a great deal

of difference. Canada has been giving England mutual aid which is
the equivalent of lend-lease, eight or nine hundred million dollars a
year, or evew a hillion dollars net. I think. I think the actual figures
were about a billion dollars as a national gift in 1942 and approxi-
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mately eight or nine hundred million dollars each year for mutual aid
in 1943 and 1944. This, in spite of thile enormous Canadian Air Force
expenditures in England. I believe the Canadian Air Force paid for
everything they bought in England. So thatthelre was a very heavy
, supply of Canadian dollars in England. I believe that this year the
mutlal aid will be still a very heavy amount, possibly not as much as
nine hundred million hut still well over a half billion. Our lend-
lease, of course, we will continue, and it has to conltinue.

The Engish are in great difficulty. I believe that there won't be a
solution to Ihe English problem as long as the armnnament needs of
Englald remain as great as they are at present. In other wordls, un-
less we are willing to undertake vast expenriditures for the protection
of the British Empire, unless we are willing to go much Pfurther in
cooperation with E ngl d than anybody has seriously suggested so
far, England will notbe able to abide by any of the rather optimistic
rules that have been set up in the International Monetar. Fund.

Senator TAnr. Your coneliusion is that the fund won t work then,
as far as England is (conerned?

Mr. Il) Vxon. Ihat is exactly correct and that is why I believe it
won't work for all practical purposes anywhere because out of the
three great powers of the world there is only one who can afford it.

Senator TAYwIto. Mr. De Vegh, suppose we did go into this as a
gamble what would we stand to lose if it didn't work?

Mr. b Vrau. I think the tibsecription is 2.75 billion-2% billion
dollars.

Senator TAYuoR. We could lose all of our money?
Mr. DE Vmn. I think what we will put into the fund will represent

for all practical purposes an export subsidy. We could say about all
we would rescue from it will be a paper claim on other nations that
we will not want to enforce, because obviously if we try to enforce
that claim we would cause very much trouble, much more trouble
than if we finally just let it ride and say, "Oh, well, after all, the fund
is not broke-on paper-the fiund cannot go broke because instead of
this 2.75 billion dollars there will be an assortment of other currencies
i it." From thile viewpoint, however, of effective operations, the
momnent the dollar becomes scarce currenc the whole purpose of the
fund will have been defeated, because the moment it becomes scarce
currency every country is entitled to impose restrictions against
dollars.

Senator TArm. Unless we put up another 2¾ billion.
Mr. Dr V¥nH. Unless we put up more money or unless the Export-

Import Bank or some other agency makes loans to other countries
for the purpose of not making the dollar a scarce currency. In other
words, the fund can be kept solvent by large-scale lending outside of
thefund.

Senator Ffund.ur. What do you think of Dr. Williams' suggestion
of a $3 00 000,000 loan to England?

Mr. ), V'ry. I think it is too small.
Senator F asi'or. What would you think it should be?
Mr. DE Vsao. I think it should not he a loan. It should be some

assumption by the United States of the burdens that the English
are now carryming.

Senator FLBEIanlT. In what form would you assume them?
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Mr. DE VoH. If I had my way, I would assume some of their de-
fense expenditures, take over some of their bases. That would im-
mediately add to our dollalrs abroad.

Senator MCFlAtLANT). What kind of bases: some of the airfields?
Mr. Dr VeOJI. I don't think the airfields cost enough money. I

think that the naval establishment-
Senator MCFAnRLAND. They would not be willing to give them up

anyway.
Mr. DE Vrn. That of course is another problem. In other words,

we cannot have it loth ways and that is really the root of the diffi-
culty. that if the English refused to admit that they are insolvent on
a multilateral basis and say that the only thing that matters is that
they are solvent if they control everything anld impose restrictions
on everything, then this whole thing makes no sense at all anyway.

Svoiator TAYLOn. You are suggesting we assume responsibility for
the protection of the British Empire?

Mr.Ds VDnP . No, sir. That is a matter of high policy I certainly
am incompetent to advise on. WVbat I am suggesting is that unless
some such financial commitment is undertaken, regardless of what
the political fate of colonial populations and so forth may be. the
English will not be able to afford multilateral trade and payments.
I an quite sure that the English would be extremely adverse to any
suggestion that they should surrender any part of the Empire or turn
over tle defense of any part of the Empire to us.Senator McFnaNDxs. What defense did you have in mind?

Mr. Dl VYa. I was submitting that this defense expenditure that
they are incurring in maintaining large military establishments in
the Near East and in the Far East, that the defense expenditures
they are incurring by hiavintg a large fleet ill the Atlantic, represents

large a burden on their budgets that they are going to be in per-petual difficulties unless they collect all the dollars of the entire
Empire if necessary by force.

Senator MoFAxam~N. Do you think we should take over part of their

Mr. D iE VA Whether the Englislh are willing to le us undertake
these large defense expenditures on their behalf is an open question.
I personally think it is very likely that they will say that they will
defend their own Empire. They will thank us very much for the
suggestion and gtheir own way. ut if they do that, therwan there
is absolutely no hope of multilateral trade without exchange control.
That is the point I an trying to bring out. In other words, there is
an absolutely fndamental coltfict betweeni the leveridge plan and
the large British rmanannts on the one side, and the provisions of
multilateral trade agreements on the other. The only thing-a Bever-
idge plan big enough and a big army can only go togethier witlh ex-
change control and bilateral payments and agreements.

Senator Mitnam. Mr. Chairman, some light might be thrown on
this view by taking the reverse of your situation. The British have
claimed that their budget has always been burdened by their assuming
our defense in the Atlantic, by making it unneessary for us to main-
tain a two-orea Navy. That is tie reverse of your proposition.

Mr. D Vo. Tha k you, sir. That is quite right.
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Senator FULmIaoT. I don't see the distinction between doing that
and making a loan.

Senator MnItuxs. Oh, I am not supporting the doctor's thesis.
Senator Tan. Don't you coIme down to this, that the only way we

can obtain this stabilized currency throughout the world, in whrich
we may have an interest or not, is in effect by subsidizing England?
Is that your opinion?

Mr. DE Vram. T1hat is my opinion.
Senator 'JAl'T. One way or the other, whether we take over their

fleet or ay them to keep their fleet.
Mr. D Vsoa. That isright. Thankyou, Senator. Andthatis

also why I think that the loan alone is not a sullicient help, because
a Joan is a one-time transaction, wlhereas their deficit is going to
mount up year after year after year unless they control it by ex-
change control. In other words, we would find after we loaned them
$;,00(0,000,)0, in another '2 or 3 years they will need another $3,000,-
000,000, and thaloan system will go on indefinitely. In other words,
in either ease, the alternative is permanent lend-lease.

'I'he CnAIRtAN. Are there any other questions?
(There was no response.)
The CHAIMnAN. Thank you very muelch, Mr. De Vegh.
Mr. Hart is our next witness. Mr. Hart, are we ever going to agree

on any matter?
Mr. HaITr. I hope so.
The CnaMBMAN. We never seem to be able to agree on anything.

STATEMENT OF MERWIN K. HART, PRESIDENT OF NATIONAL
ECONOMIC COUNCIL, NEW YORK, N, Y,

Mr. HARr. I would like for my associate to sit by me and at the
conclusion of my remarks----

The CHAIRTMAN. Mr. Greaves, you imean?
Mr. Horl. Mr. Percy Greaves, who is doing some special work for

*the National Economic Council.
The CImRMAN. What is the National Economic Couencil
Mr. HAwrr. T'he National Economic Council is a membemship cor-

poration with some 1,500 members in different parts of the country,
in fact all parts of the country. It is a cross section, I think, of the
eountry's life. We have in our mnembeohip people in all walks of
life,. all activities, or very nearly all of them, and we are interested
in the pronmotion of what we consider to be the American system asit has existed with changes from time to time to meet changing
conditions.

Sometime ago Secretary Morgenthau, in his closing address to the
Bretton Wooa Conferene, stated in the following words the, need
he saw for the International Monetary Fund:

First, there must be a reasonably stable standard of international exehalnge
to which all cimtries canl adhere without sacrificing the feedom of action neeas-
eary tomeet their internal economic problems.

* ** Tbe Internatiojml Monetary Fund agreed upon at Bretton Woodn
will help renedy this situation.

I do not appear here as an expert. My knowledge of banking has
been largely limited to what one can absorb from membership for

359



BRETTON WOODS AGREEMENTS ACT

*25 years on the board of directors of a national bank in a moderate
sized city. So I speak from a layman'sstandpoint.

The vast majority of Americans are laymen with respect to banking
but as laymen they are affected by whether these proposals are or a

are not approved. Some of the most important provisions in tbese
proposals are not wholly connected with ba,,kin k but go far afield;
Therefore it seems to me this is very much a matter on which laymen
should be heared.

Reduced to laymen's language, the need which Mr. Morgenthau
says must be met boils down to the fact that since Warld War I, the
cnrrencies of most important commercial countries have beau an-

stabilized, Nobody has known what the currency of one courntry
might be worrth the next day. Nobody denies that a asoieably stable
standard of international exchange is dasirahle. But national sov-

ereignty and internal economic stability should 'not be sacrificed to
give foreign trade an exaggerated importance. Nor should we haard
our own stability in the effort to effect stabilization in-other countries.

But, when we turn to these proposals, we find that although only
one mnalady has been diagnosad. the treatment prescribed extends to
a wide range of others, real or alleged.

Whatever plan is approved by the United States will be almost
wholly for the benefit of other countries. They are the ones that
are in need rather than we ourselves. We am the great creditor coun-
try of the world. In spite of having spent probably more than all
other belligerentsboth Allied and enemy--put together, yet, in our

wealth our initiative, practical naination and resourcefulness, we
are stiL' incomparably the strongest Nation in the world.

All these other nations in varying degrees need our help. We are
willing, as we always have been in the past, to help; I agreed with
Mr. Williams this morning as to the degree of help we have extended
in the past 20 years; but in considering any measure that will extend
help, there is no reason why the United States should subject its for-
tunes or any of its freedoms to the tender mercies of any other nation
or combination of nations.a

I oppose the International Monetary Fund because:
It goes into matters that are little related to stabilization, parts

of it seeming clearly desigbed to promote certain ideas about social
welfare;

2. It seems in places needlessly complex. Its meaning is often ob-
scure. It has the earmarks of concealing important purposes and
meanings;

3. These proposals in effect set up a superstate to which all nations
including the United States will become subject. Their adoption
might lead to the impairment of the economic and political inds-

exndence of the United States. While provision is made for with-
drawal, yet the withdrawal of the United States would wreck the
project, .. ..

4. The proposals are in certaim resp'ects gravely miseadindg in that
they do not actually do what they purport to do.
5. The proposals have been promoted by misrepresentation and

their support has been aroused by fraud .
S. The proposals have been promoted by the Treasury and State

Departments through illegal use of the taxpayer's money.
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1. Tihe proposals go into matters that are little related to stabiliza-
tion.

No. 2 of the six purposes is:
To facilitate the expansion and balanced growth of nlaternatiooal trade and

tOJ contribute thereby to lthe promotion anId nmhtonanuce of high levels of em-
ployment and rnl Income, and to the deVelopmen t of the productie resource

Wof al Wnemnera as primary Objctives of economi poicay.
Since dollars may be borrowed, or whatever the term may be, for

this purpose, it is clear that all member nations thereby have the
riglt to demand our dollars for any and all pump-priming or cradle-
to-grave schemes claimed to be necessary to facilitate trade and pro-
mote employment. Everywhere political parties in power will de-
mand our dollars to satisfy pressure groups and keep themselves in
power. We would become guarantors of every impoverished nation's
WPA, Beveridge plan, or other social experimentation. We might
even find ourselves financng, armament programs set up to maintain
"high levels of employment.

LorInd Keynes, in recommending tme re eitton Woods proposals to
the House of Lords, said, on May 23, 19I4:

I irylig to write at nw pare * * to oraniz e an lntertltitonat settng
withsi which the new domestic poliiees can occupy a comfortble place, There-
fore, It is above all a proiduing an international frabework for the new idea.
and the new techniques adsoiated with the puly of fanll employmeunt that
theje prtposnnM are not the least to be wekomed.

In fact, tile Australian delegation made a reservation that the fund
plaeed-
too little emphasis on the promotion alnld maintenanc oh hih levels of employ-
ment. and too much emphasis on the promotion of esehage stabiitp * * t

The PAC, in an attractive little pamphlet entitled "Bretton Woods
Is No Mystery"--one of the many publications by which busy Ameni-
cans have assumed they were learning all about the proposed agree-
meat., and I may say admirably written said:

As a matter of fact, anyone who has trube o retmad the obJdective and the
gSer e prtinciples rof r:tton Woods knows that they are easier to understazd
lthan te relipe for apple pie or the ruls of gin rummy.

That disposes of that in very neat fashion. But observe he says to
read the objectives and the general principles. I myself found those
very easy reading, but 1 confess I found anything approaching an
understanding from a ralding of the document, which is the proposals
themselves, to be very difficult.

This satempent, of course, is misleading, though no more so than
manly others that have emanated from other sources. The net effect,
and probably the purpose, was to lure millions of persons into a belief
that, as an article in Collier's mngazie of Jurfe 2, put it, the issue was
"Bretton Woods or World War III."

I certainly recommend a reading of this article, which is breezy,
light, delightful, fine reading for a summer afternoon. Icidentally
it contains a number of misstatements. But it is characteristic of
much of the stuff that has been published in the past few months.

I personally think it is a fair assumption thet many Members of the
House of Reprsentatives were similarly lured. One Representative
told me that probably not 20 out of the total House membership had
ever read these proposals. Another of them mentioned a number that
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was so muchdl lower than that that I would hesitate to repeat it, but
he seemed to he sincere. Another said that perhaps 50 or 75 had dono
so. Clearly a large part of the House voted for the proposals, rely-
ing upon Mr. White.

2. 'The proposals seem in places needlessly complex. Tlheir meanm
lig is often obuttere. They have tihe earmarks of cneahling important
pur o s and i meanings.

lIrpose No. 3 is:
To promoate exhllaige stability, to mainaine ordrly exehange anrangemens

among romerob', anid to avoid erommltiive exchange depreciation.

Does the fund do this? Article IV, section 5, states that when a
nemiber wants to lower its currlncy's par value by u p to 10 percent,
"the fund shall raise no objections." if a devaluation of more than
10 percent is desired-
the fund may either c.oncur or objet * . The fund hall concur
if it atisteld! tile change is necessary to correct a tundamental diEiuillbrilur.

Mr. Leon Fraser, when he testified before the House a few days
before his untimely death said he didn't understand what that meant.

It shall hot objcqt to a poiposed ctlalgs bpeaushe of the donestic, ncial, or
political l'lhts of the member Proposing the chaugeo,

As Dr. Hlarry D. White, Assistant Secreariy of the Treasury, sees
it:

The tfund * * * annot be placed in the position of Judging slitt PlOlce$
of its menbe'rs. It could not forbid eounrl0re to undertake scia{l ,urity pro
grams or other social measur s o thte ground i that snh meanure mavy jeopardliz
a given parity. Eluglishren, have not forgotten that In the sterlllg crisis of 1[31
soial senices were cut in the attempt to maintain the fixed stlerling parity.

The prime purpose of the proposals, therefore, would appear to he
to sulstain "social services" andl give an honorable status to social and
pliti cal policies, no matter how unsound or how unbalanced the
budiet. This is the exact opposite of 'exehange stability."

Iftwe turn to the Declaration of Independencee and tihe Constitution
of the United States, which documents were certainly drawn with
great intellectual honesty, we find that practically every word of both
of them is completely clear-or was, at least at that time. Naturally,
as new conditions developel, inmpossible for tile founding fathersom to
foresee. the Costit ution needed intelpretation. BnUt, originally, clar-
ity was thiere. There was a clear meeting of the minds.

B'Ilut, when we turln to the present Articles of Agreement for the
International Monetary Fund, we find that they are very far from
clear. In fact, it takes an intens degree of eoncentration to gain
even a fair understanding of the proposals. Part of this is due to the
technical nature of the subject. Much of the lack of clearness is due
to tim fact that there was not full mneeting of the minds. Lord Keynes
says the proposals are the exact opposite of tile gold standard. 1%oan
Acheson says:

It has been said ill the Unite States that they resemble the gold standard.

And a wide variety of opinions have been expressed all up and down
tie scale. Som wetre quoted here, I think this mornl.e

Mr. Boothby, Manber of Parliament, and chairman ofthe Monetary
cornmlttee in Plinarhent, has Ihnented (in a letter to the New York
Times, March 14) that precisely opposite interpretations are being
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put on imporlant clauses, in Britain anid America, and he added noth-
ing could be more deleterious to the cause of Anglo-Anerican agree-

rient tlmn that the two countries shotld sin an agreemeti, each think-
ng it was signing sonlethilltg different. here setls reason to behlieve

hare by noe means enominpassed in the objective of currency stahili-
Ization.

For instance, the average intelligent iiani would read all of the six
purposes without realizing that the proponents of the measures were
intending this agniement to play an important part in world social
revolution,. Yet, what else call M)r. Morgenthan have in mind whien
he says in his closing address:

This monetary agreeu, t ais but one step in the broad pro)grln of intrrnational
action necessary for tile hsping of a free future.

I cannot think that the future with all of that international organi-
zation would be very free.

Lord Keynes' original plan (not greatly disrimilar to the pending
proposals) staited that it-
might be'ume the pivot ot the future ecnomic goveranment of the world. Without
It other movre desirable eblmnits will andL themselves lnpead and unsupported.
With it they will nfal Into their plaes as parts of .l. ordered scimo,vn

3. These proposals set up ait superstate to which all nations including
the United States will become subject. They place vast control in a
ruling clique whose interests would be very different from those of thle
United States. Their adoption might leadl to the impairment of both
the economic and politieal independnce of the United States. While
provision is made for withdrawal, yet the withdrawal of the United
States would wreck the project and creato bitterness and ill will toward
the United States tlhroughout the world.

The Unitel States puts in about 81 percent of the roughly $8.800,-
000,000 that will he put into the fund by the 44 countries repi'itletld st

mottlam Woods. Of the American on'trihutiwon, 25 percent will be in
gold and 7,5 percent in Americane currency. Other countries will be

it is quite low witb many of these countrins) through payiln 10 per-
cent of their "net oicmial holdmigs of gold and U,,tid States dollars";
and the balance of the paylnenis to be made by these other countries
will be paiL in the currency of the respective countries. With respect
to Iany contries that currency, of course, nay not without our hack-
ing have f ul value.

lBut the currency of the United States is considered the equivalent of
gold when ii has gone beyond tile borders of tile United States. For
tilhe United States is compelled by existing law to ,rdenu ihi gold any
of its curlenlcy that is used in interna tioal transactions.

The ropr sals WOuld, in effect, givye each nation tile right to ex-
ehange its currency for tile currency of any other lination that is a
imev her of the fund. Thus, when any country desires to purchase

goods in the Ulinited States. it has only to take its currency to the fund
and receive in exchange, on a parity basis previously agreed upon,
Ihnited States dollars.

It seems likely the heavy demand will be for United States dollars.
There will he, at the start, about $2,100,00(),000 of United States dol-
lars in the fund. It is likely that these dollars will be quickly used
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up. If only Russia, the British Empire, and China used their borrow-
ing rights to the full, the fund would be without dollars in the thir-
teenth month. And. since the fund may waive any of the conditions
prescribed, it could happen much sooner. Dollars will then become
what the fund describes as "a scarce currency"

A League of Nations authority and a proponent of the proposals,
Ragnar Nurkse, recently had this to say about this stage:

The Bretton Woods scheite is not strictly eontnel to monetary policy
If the dollar were to iosme a scarce currency under the fund arrangement, the
ratloning of dollars which would tben cme into opration would dltcrimninte
against the ,xprts of the United States. Such rationing would, for examnple,
divert Brltain's dienaed for cotton from the United States to, say, Brazil, even
if ,ottol were chepr il the United States: and, it would similarly divert Braelds
purchases of Untonoblles from the Unlited States to England, even If automobles
were ehoaper in the United States. In sum, it would divert the effective doanlid
of the outside world away from the United States prodncts

The CHAIrMAN. Mervin, I amn afraid we have got to go in and vote.
We will come back just as soon as we can.

(Whereupon there was a recess pending the return of the committee
member fromn the Senate floor.)

Senator Tart. On page 9, were you
IlMr. Hatr. Page 9, yes, the middle of the page.
Senator TArtoa. Mr. Chairman.
The CHAIlaMAN. Yes.
Senator TAnYoa. 1 wasnt ihere when Mr. Hart started his testimony.

Whom does hlie representl
Whom do you represent, Mr. IHlartI
Mr. ILDor. The National Economic Council.
SPnator TAYlOR. The National Fonomnic Council. For my own in-

formation I would like to ask you, Mr. Ilart: At the time the 40-hour
week bill was being considered, you were opposed to that ?

Mr. Hart Yes; we were opp(or. That is to say, we presented
arguments showing up that side of it.

Mnator TanaR. You wer also opposed to nlemploymlent insur-
aneeo

Mr. HArT. Yes; that is a long story, Senator.
Senator Tantua. Well, we don't need to bother with the story. You

were opposed to the Child Labor Aett
Mr. IHamR. Just a moment there. I would like to qualify that, Sen-

ator. I was not opposed to unemployment insurance I was in favor
of urnemploymlent insurance by the life-iurance companies. and we
worked up a plan with two of the life-insurance companies, the larger
ones, whereby they agreed to write that kind of insurance, provided alaw were passed authorizing them to do it, and we drafted a bill, aid
it was passed by both houses of the legislatu e; and at the time Mr.
Rosevelt, who was the Governor, told me he was thoroughly for it
and, owever, it was vetoed by him, before the 10 days was over.So
that we were very much in favor of insurance covering tlht, but I
believed it could be done better just as old-age insuranc and pension
insurance was being written at that time, and still is, in large volumes
by the life-insurance companies.

Senator TAym. You would rather have had it done by private
insurance companies than through the Government?

I
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Mr. HAr. Well, of course, those big companies, you can hardly
call them private companies. Those big mutual companies, they are
vast masses of people, many, many million togetlher, really insuring
one another, and I thought that was more economical, and I still think
so as a matter of fact.

Senator TAYnOR. I remember reading in the papers at one time a
statement which I understood was nade by you--I renmember reading
the statement; I have forgotten the author-but did you make the
statement that all those on relief should be disfranchiised

Mr. Imr. That is right.
Senator TAY1¥ . They should not have the right to vote?
Mr. fAr. That is right. Along with quite a few other people I

held that view.
Senator TAnya. Did you ever make this statement-
Mr. iarr. May I just add this: The reason is that, if they are not

disfranchised temnporarily, they constitute a force that is, I believe,
bringing a pressure to bear upon legislators which puts the legislators
at a great disadvantage in determining what ought to be done.

Senator TA'nxL.I read your reasons at the time I read the
statement.

Did you ever make this statement, Mr. Hart:
If you see any organzntlion ontainlng the word "lemoeraey," it is probably

directly or Indlretly alffiatelt with the Cmnmunlst Party. It Is time Io brush
aidie this word "Dmi...ra.y" wih its . .onotations,.

Did you make that statement?
Mr. HArr. I made that statement in a speech at Princeton, and it

can he proved, because many of tihe organizations such as the Ameri-
can League for Peace and Democracy and the Church League for
Industrial Democracy, and all that, have been formally found by the
Connmmittee on Un-American Activities of the House to be Communist-
affiliated,

Senator TAnro. I see.
Mr. HAnT. And I say most of them. I don't say all of them. But

I think you would find on inspection of the record that that is borne
out.

Senator TAn.ou. And in testifying before the Senate Committee
on Education and Labor, did you make the statement that the Wagner
Act was of the labor agitator, by the labor agitator, and for the labor
agitator

Mr. IIA. I don't recall that I did, Senator. That I don't recall.
Senator TAtum. You have been very friendly to the Franco gov-

ernment in Spain and urged recognition of the Franco regime?
Mr. Huar. Yes, Senator. After visiting Spain purely on my own

and not as the guest of the Spanish Government as has been alleged
against me, and after seeing conditions there, i came back to this
country; and, in common with a number of other people, including
two former Ambeasadors to Spain, Mr. McLaughlin and Mr. Ham-
mond, and others including Ellery Sedgwick, the editor of the Atlan-
tic Monthly, I have recommnended certain things. I stated certain
conclusions:

First, that Franco was going to win. I was satisfied of that from
what I could see in Spain.

I
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Second, that if he did winll he could govern Spain effectively. I
was satisfied of that because of tile order tlmat I found in Spain. Aid,
incidentally, Walter Lippmann and various others were asserting at
the time that he could not do so.

Third, that if he won he would make no concessions whatever to,
Germany or Italy in the way of bases or any other eonlcssions.

Senato, T'AiOn. Well, you are-
Mr. IIAnT. And that has ben completely borne out.
And, in the fourth place, that if there were a European war h,

would do the utmost and probably be successful in keeping Spain out
of the war on the Axis side.

And all those things have come about, and on account of that I
recommended to our State Department that they coitinue to recog-
nize.-continue to deal with the Franco government. Now, they hiave
done just exactly that. All of those thmgs have been borne out. In
taking that stand I said I did not approve tihe Franco government, and
I frankly said so, as far as we were coneerned, but it seemed to me
that it was probhaly the best that could be got in Spain at thile present
time. And, as I say. the conditions have been borne oit; and, if you
recall the speech of Mr. Chrchbill in Parliament on MI ay 24,1944, yoa
will recall lie gave great space to the help that Spain and the Franco
government had been to the Allies in the landing on north Africa.

Senator TA--mR. We also had dealings with Barian and Petain and
others, and we have admitted Argentina into the San Francisco Con-
ference, for that matter.

Mr. Anr. Bu1t I am pointing out that the handling of-treatment
of the F1raneo governent--and I had no brief for Franco. I never
met him in my life, never had any contact with him, but it worked out
just about as I had thought it would and said it would, and apparently
the State Department was satisfied with that too.

Senator TaYwR. And you are now opposed to Bretton Woods?
Mr. IHtm'. Yes. sir.
Senator TAYJlO. Yes, sir. That's all.
Mr. HAvr. Slarling in on page 9, Senator:
Thus, it will be seen that our entire domestic economy might soon

be at the mercy of the fund. Once our currency were permitted to be,
declared "scarce," our dollars would be rationed and controlled.
Which means that our foreign trade would be rationed by other
nations,

ThIe fund could control the qouestion of who got our good dollars for
what Lord Keynes has whimsically called the fund's "'superior note-
paper" I O Ul's. We would actually need the fu s approval to spend
our own dollars abroad. the fund could tell us whether or not we
could spend our own dollars to import coffee sugar rubber and so
forth. If the fund so permitted, it could telil us When, where, and
how much we could spend. Their borrowing wishes would come be-
fore our import needs. Other nations with questionable currencies
could control the economic affairs of the United States.

Now, the above is qualified by the statement that if we did not wish
to submit to these controls, we could either buy imports we did not
need. or we could lend more money. ihus, for instance, it is con-
ceivable that we might be forced to go back to buying our rubber fromn
the Dutch and Malayan plantations; and thus, in effect, our new syn-
thetic rubber plants would, at least temporarily, be worthless.

366



BRETTON WOODS AGREEMENTS ACT 367

Thus by a continued borrovwing and use of our dollars, tlhese other
countries min the fund would, in effect, direct our economy. Those ill
agricultural and industrial pursuits would be at their mercy.

The conclusion, it seems to me, is inescapable that what this fund
would set up is a superstate. To be sure, tie proposals provide for
any nation to withdraw; but, if the United States were to withdraw,
it would leave the other nations of the world in worse position than
they are today. Other nations could then gang up on us with results
that might be serious.

It is obvious from the above, and this point was made this morning,
that under this "scarce currency" sanction, our taritgs and trade agree-
ments, with their most-favored-nation clauses, would become mnean-
ingless.

Article IX of the proposals states that the fund has the capacity,
among other things, to-
acquire and dispose of movable and immovable property,
It is also provided that-
the fund, its assets, property, Incomee and it optration and transactious shall
be immune from all taxation and from all customs duties.
Therefore, there will be nothing to prevent the fmund from dumping
any "movable property," that is, goods or commodities of any nature,
bedind our tariff wall, and-so long as we remain members of the
fund-compelling us to pay for them.

Senator TAnr. That is an interpretation of that section that I doubt,
Mr. Hart. The question was raised as to what that article IX means.

Mr. liarr. Senator, the provision exempting thlie fund frm all kinds
of duties of every nature, taxes of every nature, including import
duties, must be there for a purpose; and it is so definite that it can
acquire and dispose of movable and immovable property. You have
it in this whole-

Senator TAFT. It is a very broad section, I agree, and I wanted to
ask Mr. White what it did mean. Tlhe fund, as I understand it, does
not actually conduct business, though. It doesn't sell property.

Mr. GREAVEs. May I interjct, Senator?
Senator TAFT. Yes, Mr. OGreaves.
Mr. (inGRvEA . It says, as le has quoted, that they may acquire and

dispose of movable and immovable property; slid it also says, in arti-
cle V, section 4:

The fund shall also take into consideration a nmember's willingness to plledg
as collateral security goul, silver, Neuritles, or other acceptable asasets having
a value sufficient in the opinion of the fund to protect its interests and may
require as a codtidion of waiver the pledge of such collateral soeurity.
And as collateral security they could secure any commodity under the
sun.

Senator TAnr. Certainly I would agree that article IX is very
broad, but I supposed it was simply for the purpose of enabling them
to have a building and furniture and a place that wouldn be subject
to taxation: a kind of diplomatic immunity such as ambassadors of
foreign countlies would have.

Mr. Iln'. But supposing the fund executive director should choose
to interpret it this way, there would he no appeal from tlheir decision.
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Senator TaMr. Well, I suppose thsre would be an appeal to the
Anmerican courts, if those American courts would interpret the ques-
tion of what was an immunity from taxation.

Mr. HAnr. Well, as I understand it, no judicial process can issue
i connection withlthis thing at all.

Senator TAnT. Is it immune?
Mr. HAr. It is immune from judicial process.
Mr. OiAnWS. limmune-

from every form of Judicial process exrpt to the extent that it expressly wailves
its immunity for the purpose of any proceeding or by the terms of an contract.

Section 3, article IX.
Senator MmitKsi. Mr. Chairman, may I interject and suggest there

is precedent for money heing secured by immovablo property. At one
timne in Fiance thy secured their French money with seized estates.

Senator TAt. 4ell, I agree it is very broad. At least the section
should be considered.

Mr. Har. Of course, much would depend upon the viewpoint of
those who were administering it. If they were conservative, they
perhaps would interpret it in a limited way; but if they would happen
not to be, they would interpret it more broadly. Lord Keynes--

Senator TAnrr. Some of the cattle people were afraid that under
this you could set aside the health regulations. This is the section
that they thought might permit the importation of cattle in spite
of the hoof-and-month disease restrictions, but I don't know whether
it is capable of such an interpretation.

Mr. GlmAKVs. If they foreclosed on any of their assets that were
kept as collateral security they might bring them to this counte as
the headquarters of the ind and dispose of them here, and there
would be no tariff duty levied.

Senator Tnr. Well, we will ask the Treasury what they think of it.
Mr. Halrl. Lord Keynee seems to have confirmed this, when he

wrote the London Times (issue of August 24, 1944) that there is
nothing in the proposals to stop-

that, is, Blritain-
reqiring a country from which we import to take in return a stipulated quantitlr
of our Wexports

So, if the Senate adopts these Bretton Woods proposals, one of the
results will be that our tariffs will no longer be subject to congressional
debate, but will he a matter for the fund to decide; and, in that
decision, of course, we shall have a 28 percent vote.

The proposals are in certain respects misleading, in that they do not
actually do what they purport to do.

For instanee, purpose No. 4 is, in part-
the eliminatlon of foreign exchange rttrictlons which hnmper the growth of
foreign trade

As a matter of fact, the proposals themselves impose many exchange
restrictions. Article IV specifies "maximum and miinimum rates for
exchange transactions":
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Each ,ember undertakes through approprlate weasuret ' · to permit
within Its territories exchange transaetions * only wibIn the limits
preserIbedi.

Article VI states-and I may say these next three lines are not quite
quoted correctly, but by reference to article VI it can be found.

The fund may request a member to exer.se controls to prevent use of the
resources of the fund to meet a large or sustained outflow of capital.

Another quotation:
Members may exercise sauch ontrl] nw are ieassary' to regulate international

capils{ movemelts.

Lord Keynes has admitted that to make this effective would
require-
the machinery of erchange control for all transactones, even though a general
permission is given to all reulttanco , In rept to rresnt trade,.

And Reprelentative Smith, of Ohio, has pointed out in the House
that-

To effectively provelnt outward novement of capital requlres total control
of all International transeions whatsoever, cenorship of malls. telegram3, tele-
phone calls, eablegrams. Forelgn travel must be rstricted, Persons withing to
travel abroad must be searched. Rbtrivtions on exorts through lleeusig muMt
be required.

If it be said that-
Senator Mtnrawr. Mr. Chairman. Will you permit a short inter-

ruption that is somewhat off the point?
Mr. HARt. Surely.
Senator MILLIRHIN, Before we close the hearings I should appreciate

it very much if the represeentatives of the Treasury will give us their
views on whether there is a constitutional delegation of power to this
international agency with respect to the provisions of the Constitution
that puts in Congress the power to regulate commerce with foreign
nations, and that puts in Congress the power to coin money and to
regulate the value thereof, of our own coin and of foreign coin; and
also whether or not this should be a treaty arrangement. I don't
believe we have had a discussion of that on the Seniate side.

The CHAlTMarMNA. You don't mean tonightl
Senator Mnrnin;Ix. Oh, no.
The CUAIDMAN, You mean before we close?
Senator Manrtn. Before we close.
Senator McFAnA.X Do you want that from the Attorney General '
Senator MrnIaw. Well, that would suit me much better. I won't

say nuch better, but it would suit me just as well.
rhe CaAIXMAN. We will try and provide it.
Senator MErvaxN. I think that would be a vely good thing.
The CHAIRMAN. Yes. Very well.
Senator Mtrno. I don't believe the Attorney General would

render such an opinion to a congressional committee. I think he has
taken that position two or three times, that his opinions are to th*e
executive.

Senator MitLKtn. I shouldn't think there would be any objection
on behalf of the attorneys for the Treasury.

'The CHAIRMAN. I am sure they will be quite willing to.
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Senator Munnocaj. I just make that observation in light of my
experience, because I know on several questions that have been sub-
mitred to tihe Attorney General by congressional committees that he
has invariably taken th at position.

Senator MTltTIKN. I am sorry for the interruption.
Mr. HAWr. If it be said that of course the fund would not to

so far as this, it is suficient answer to say tlat it would have the
power to do so. Experience of recent year shows that not only
other p eoples, but our own, will sifer a good deal of regulation
before making effective protest. Blt here this rnpergoverment is
a law unto itself. There is no appal from any of its decisions. It
is immune from judicial proess of every nature.

Since the United States will have onilv a 28-p$erent vote, tho gh
supplying most of the iral money, all policy-makin might easily fallprsently, or even at the very beginning inte the hands of men and
nations w ideology is totally at variance with American tradition
and experiene. It is almost certain that the staff, which we can be
sure would be a huge one, would consist largely of leftwingers.
American citizens-

Senator Tayno. What makes you think that, Mr. Hart? Why do
you draw that concuision?

Mr. HaRW. Well, Senator. because in some of our gwn bureaus there
is a great tendency in that direction. Certainly in the OWl there is.

Senator 'l'AYrn. Would you say that Stettinius is a left-winger?
Mr. HARr. Well, no I am not going to characterize any particular

individual, but Stettinmus would have nothing to do with the appoint-
ment of these people. We take part in the formation of this organiza-
tion, and Britain and Rutssia would have, a large say, along with other
countries, in the appointment of the executive director. Trhe execu-
tive director might conceivably be a Russian.

Senator TA1on. He would probably be a left-winger in that case,
wouldn't he?

Mr. HART. He might even be a left-winger; yes, but he wouldn't
have to come from Russia in order to be of that tye of mind.*

Senator Mtranax . Do vou take the position, ecause all govern-
ments don't conform to our ideology, that by reason of that we should
refuse to cooperate with them in any financial or economic arrange-
ment?

Mr. ITaT. Senator, we have done a lot of cooperating in the past.
Senator lmnrnxo. Well, I understand that.
Mr. HAirr. I don't want to see this country refuse.
Senator MuneocK. I understand that, but do you take the position

that because of thie fact that they don't all conform to our ideology
that by reason of that we should refuse to cooperate or join any cor-
porate arrangement such as this.

Mr. arcr. No; but I do think we ought not to put our vital inter-
ests in the hands of a group a majority of which is very likely to be
of that type of mind, and that is just exactly what it seems to me we
are doing here. Let us cooperate

Senator jMarnoc. Yes; I am convinced by listening to this article
of yours that that is pretty much your idea.

Mr. HAeT. Yes, sir; it is.
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Senator Tar. Well, I think it is undoubtedly right, Mr. Hart, I
don't mind saying. I think an international body of this kind is more
than likely to be made largely of Coommunists.

Senator TATwLo. Well, Argentina-
Senator TArt. Much morelikely than any American organization.

I don't think there is any question about it. Obviously the world is
largely Communist, and obviously they will be largely represented,
much more than in any American organization.

Seator Munmuoc. U that any reason-let us assume that they am.
Is that any reason why wve should refuse to enter into any cooperation
with the rest of the world?

Senator TArt. It is a reason why we should not give anybody of that
kind power over American economy and American individuals; yes.
A very good reason. It may be balanced by some other important
considerations, but runless those considerations are awfully important
I think it is a dilet reason why no international body should have any
jurisdiction over the domestic policies of the UnitedStates.

Senator MnaocK. Would you stay out of this International Bank
and International Fund arran gement on that basis?

Senator TarneT. Would I? Yes; that is one reason. I have very
many other reasons, but that is one reason.

Senator TAyoU. Well, the same thing, then, might apply to the
United Nations organization. The president of the Council might
be a Russian.

Senator TAFT. Surely. I d6n't think, though, that in that case we
are giving them power over the domestic affairs of the United States;
I think we alre onl~ giving them power over the international rela-
tions of the United States, and in that I am willing to go much further.

Senator TAn*n. What about the International Court of Justice!
Senator TAr. The same thing. I am willing to submit our concerns

as to international relations to such a body; but when the question is
raised here, in other words, whether we are not giving power now to an
international body over our domestic affairs to a very considerable
extent, certainly over the power to change the value of the dollar and
over a great many other powers whieLh are directly related to our
affairs, to our domestic policies, that is the line of distinction that I
would draw.

Mr. HaT. Senator, if you meant would I refuse to deal with other
countries because they were Communist, absolutely not. I believe in
dealing with Soviet Russia dealing with any other country with whom
it is of mutual interest to deal. I just don't want to put our interests
in thleir hands.

Senator MCFARnLANO. We have 28 percent of the voting power in
here; is that right?

Mr. IHAnr. I understand so, Senator.
Mr. (GaEvEis. At the beginning.
Senator McFAKAxo. Is it your idea that we in the United States

will contribute to this leftwiiger business of yours? -
Mr. HAuRr. I don't understand.
Senator McFAtRAND. Is it your idea that we, by our vote, will vote

for leftwingers to control this fund
Mr. HART. Well, let's assume we don't.
Senator McFaRInNo. Well, afirst I would like-
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Mr. IIar. And I will assume we don't.
Senator McFALAxND. Well, I want to find out why you make that

statement.
Mlr. IHarT Well, because- a
Senator McF~minr . Is it because of it fear of what we will do, or

because of a fear of what others will do?
Mr. HARr. For fear of what others will do. What we do is our own

lusiness.
Senator McFCAmaAD. Do you fear that Great Britain will vote that

wny (
fir. HaRT. Yes; I fear. I think them is a grave chance of it, not

while Churchill is them, but Churchill won't be there indefinitely.
Senator Mrmnoc. Are you afraid of Edenz
Mr. HaT Well, ! donlt know about Eden. I would say there

would he perhaps more chance of Mr. Eden Iraning in that direction
than Mr. Churchill. But suapposilng Mr. Harold larski became Prime
Minister of Great Britain. Which is in the remal of poxibility
I wouldn't want ijii decliing the vital isues of this coulntry. I don't
think you would either, Senator.

Senator MrrnocK. No; but I am not so apprehensive about it, of
course, as you are. This country can't stand off here aloof and just
say, "hanids off" on everything simply bmcause some othler part of the
world may be conmmunistic. I am not afraid of democracy, as it
seems that you are. I think that democracy can go into any organ-
ization and probably hold its own anywhere.

Mr. Har. Well, to ince Senator, tihe word "democracy" is a very
nunch abused word. I consider that this country is a rpublic.

Senator MmcaxK. Well, now, I will agte with you.
Mr. Ham. It is a democratic repulic and I think-Senator

Miurdock.
Senator Mrtmxw. I don't want to get into that discussion. I will

agree with you that it is a republic, and my position is that this Repub-
lic can very well afford to go into such' an organization and take a
.chance. I we are unwilling to take a chance, if we just stand back
and say, "Oh, they might have something to do with our internal
;affairs,' well, we'll ihave som.ething to do with their internal affairs if
that's the case.

Mr. Hart. I don't think that is so.
Senator T'rr. I think there is a real distinction, though, Senator

Murdock. I mean, now the bank, after all, we put out money in, and
somebody loans it to somebody, but it has na power to make regla-
tions affecting the internal affanirs of this country at all' whereas this
fund board does or can make regulations which materially affect what
we do about controllig our exchan e controlling capital movements
in and out of the United States. That is a distinction, I mean, I am
suggesting between the two.

Oh, I think you ought to sit down with the Communists and every-
bodv else on any intInati a body and viscuss international affairs.

Senator 1'danocx. We have a voting power on a pro rata basis with
the Contribution we made to the fund. I think that that is sufficient
protection.

iMr. Harm. But this money is mostly ours, most of the real money.
Senator MurnocK. I understand thiat, and the voting power is

Dostly ours.

372



BRf'ON WOODS AGREEMENTS ACT

Mr. Har. Oh, I can't see that.
Senator TAnrr. More than half the money is ours, and only 28 per-

cent of the voting power.

fund.
Mr. GREAves. Twent y-seven percent.
Mr. liar. Senator, I think if our friend Joe Stalin were a mern-

her of the United States, and things were reversed, he never would
vote for this. Neither would Mr. Crhurehill.

Senator Mrmoax. I doubt that, too, but I don't want to follow all
the time; I would like to see my country ste out as it has, lead the
world into cooperative efforts to keep away fromnt the chaos that now
txlsts.

Mr. HAWrr. Well, whether they are cooperative or not I think I
want to see-I know I want to see the country lead the world into
productive results and real results, and not results that are just made
up largely of glittering phrases. I think there is an awful lot of
that about this. I reall glancing through the testimony of the other
side of the Senate hearing liere when Mr. Morgenthau said something
about the religious atmosphere that pervaded the Bretton Wo!
Conference. I don't think the Russians ever wasted 1 minute's time
thinking about the religious atmosphere. They were there for very
practical reasons, just as we should have been, too.

Senator MtsntocE. Well, they have been in this war for very praCe
tical reasons, too.

Senator TAYLOR. I think the Russians are giving a great deal of
thought to religions matters these days, for pratical reasons, too.

Mr. HArt. Well,I think, according to Mr. David J. Duillin. I have
very grave doubts. Possibly for very practical matter in passing.

Senator MIthARLAND. Well, I dont see, Mr. Chairman, that religion
has much to do with this matter.

Senator TArt. A little off the line, I think.
The ClHAIRnAN. Yes.
Senator TAnr. As it is pretty late.
Senator McFARILAnD. If we get the testimomy we will adjourn.
Senator TAnr. I am willing to keep still if the others will.
Mr. HART. American citizens and, I am sure, members of both

Houses of Congress, also, have had their experience with certain types
of bureauerats that tend to be arbitrary. They pretend to knlow more
than the Congress or any of the people. They tend to look down on
the people-and on Congress, too.

How much more might we expect that the bureaucrats of the Inter-
national Monetary Fund would look down on the interests of the
people, and, indeed, of those nations whose ideologies differed front
theirs.

Senator TAYLOR. Well, I move to interede and intervene again liere,
Mr. Chairman. My experience with bureaucrats has not been that
they look down on tte people. The ones I have lee coming in contact
with I believe are hard working, conscientious servants of the people.
I just want to make that observltiom,

Mr. HART. Many, many are, Senator; I certainly would agree with
that. But I think thelr have been hearings before congressional or
senatorial committees where the attitude shown by the representatives
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of the administrative deparments was anything but one of cooperatiow
with the congressional or senatorial representatives.

The CHAIRMAN, Are you talking about the Dies committee now?
You mean the Dies committee now, don't you? a

Mr. HAUI. Well, I canl submit a list of several instances of that,
Senator, I think.

Senator TAnr. Well, you could go back to the Agricultural Commit-
tee a month ago when they heard-what is his name?

Mr. HART. That was the one I was thinking of.
Senator TArr. The Ineat.
Mr. HnAe. The meat packing crowd were here.
Senator TAnr. Your opinion represents the opinion of every mem-

ber of the Agricultural Committee.
Mr. Ifrl. That is what I had in mind. Senator.
The proposals have been promoted by misrepresentation and by

fraud upon the American people.
I have spoken of the PAC pamphlet which seeks to give the impres-

sion that a reading of the objectives and the general principles of the-
Bretton Woods agreement is sufficient to give a good working knol-
edge of what it is all about. This same idea has permeated much of
the publicity put out by our Treasury Department, and by the hundred-
odd eommunstie and left-wing organizations, magazines, newspapers,.
and various other publications that seem to be unanimously lined up
in support of the proposals.

Evenll some busines coporations have been using their stockholders'
money (and that of the tatpayers) to propagandize the Bretton Woods
proposals. A Delaware arprationm own as the International Latex
Corporation last April published a two-column advertisement fetur-
in Bretton Woods as 'Preventing Future Wars." It says Bretton

Calls for a monetary stabilliation und to stablize the nations' currensces In
their relations one wih another, and to proide for an orderly adJustment of
those relations through joint action.

Well, who would not be for thatl The only difficlty is, as I havei
shown, that this statement does not disclose what the proposals really
do. No wonder this advertisement urges Congress to ratify 'without
delay."

Incidentally, a number of concerns have published these advertise-
ments. They are all of them concerns t are in the higher brackets
of income taxes. They no doubt deduct these before taxes. so the
result is that taxpayers' money is used for this purpose, and tte Gov-
ernment is defrauded of it.

Senator TAnYoR. Well, why do you think these corporations woul4
be in favor of Bretton Woods? Do they want to turn the country over
to Communists; do they?

Mr. HArrr. Well, I'll say this, Senator: tie president of this Inter-
national Latex Corporation is a very etremeB fllbegj*'l

Senator 'lTxoro. Well, there is a difference, though, between a lib-
eral and a Communist.

Mr. HAna. Well, a "liberal" with quotation marks, if you please.
Senator TAnt. Well, and born in Russia.
Mr. HAnRT. Yes; he was born in Rhlssia.
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In this connection an editorial in the New York Herald Tribune of
June 8, entitled "The Bretton Woods Vote," contained the following:

This newspaer-thoroghly disapproves of the high-presure propaganda
methods used by the Treasury In Its campaign for this spefic legislation, and
It feels that the ease made before thile (House) Banking Committee against
adopting the fund in its preaent form at this time Was completely unanswerable

Now, it is due the Tribune to say that in answer the editorial went
on to say they thought the House voted right. However, how they
reached that conclusion I do not see.

And lastly, the proposals have been promoted by the State and
Treasury )Departments through illegal use of the taxiayers' money.

And I quote here setion 901 of the United States Criminal Code,
which I am sure is familiar to all of you. I won't take the time to
read it.

The purpose of this criminal statute is a salutary one--to prevent
precisely what is taking place with respect to Bretton Woods. Nat-
urally, Government administrative oflicials know a great deal about
legislation which they or some of them, have themselves drafted.
Congress clearly considered it to be against tihe best interests of the
American people for these officials to propagandize the people on issues
before Congress.

Yet, on the Bretton Wxoods matter, these administrative officials
appear to have outdone themselves-they have been shameless in the
lengths to whieh they have gone.

Senator rIXYMrr . You say there is a statite against the Government
propasgndizing alybody about anythingi

M lr. ARTt. there is.
Senator TAYLOR, How about all these advertisements for war bonds?
Mr. GREAvrs. It is about things before Congress.
Mr. Hxirr. Things before Cngress, pending nmeasures before Con-

gress.
Well, this is the act, section 201 of the Criminal Code:
No part of the money aplPropriated by any act shall, in the absence of express

authorination by Coihgress, be used uir:ttly or indirectly to pay for any hersana
service, advtisetment, teegramn, telephone. letter printed or wrltten nmtter, ur
other devics intended or designed to influence In any manner a member of
Congrees, to favor or op)nse by vote or otlerwi., any legislation or appropri-
tiun by Congress either before or Otter the introdmluctlon of any bill or re¢olution
proposing such legislation or appropriatiLon.

And yet that came up on the floor of tile House and was referred
to there.

Mr. GrEtves. Of the Senate.
Mr. HIART. Of the Senate. And this Government propaganda ac-

counts, without any doubt for the large volurmn of letters, favorable
to the proposals, that have been received from all parts of the country
by Senators and Congressme~n. It is an unfair and ij's an unwise and
a very ill advised thing to allow to go on. If this Congress, after
holding hearings, questioning witness, isn't capable of deciding itself,
whv, then it is too bad that our cotuntry is just all wrong. But there
is tills propaganda for which taxpayers' money is being used, to force
these measures through, and it smells-really it doe--frmn the stand-
point of the average citizen who knows anything about what is going
on.
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Now, I have not discus.sd the bank because its very existence seens
tu depend upon the approval of the fund. As it is pirased at resent,
at least. manl aspects of the proposmd bank appeatr to be gooX.

lThle thougiht arises in my mind: Why can t we use tile Bank foriternational Settlements, which is still in existence, and, as the late
Leon Fraser. for 3 years its vice president and for years its president,
told the Houre committee, "has a very experiencd and competent
force, parlticularly in matters of this character,

Why, it may be asked, did the House of Represenlatives approve
the proposas with only 18 dissenting votes?

T[)is would seem, under ordinary cireuanlstanes, a fair question.Frankly I think onlie of the reasons is that most of the Represenatatives
never read the proposals. I have questioned a rnumber of them since
the vote was taken, and the estimates I have received as to the number
who had probably read them was very low.

I think we put our finger close to the truth in saying the over -wlmluing propaganda carried on in the United States, much of it by
alien-minded persons if not by aliens, and a vast amoumt of it con-ducted illegally by the State and Treasury Depar~nete, has sonveyed
the impression anid has been intended to convey it. that te whvole
-story was told in the statement of the objectivesand that the rest of
the proposals was unimportant detail.

Se, ator Mrnnocx. Of the Members of the Houese that vou have in-
terviewed, were they supporters or did they oppose the Bretton
Woodst

Ar. HAWr. Some of them, they were for it, and some against it.
Senator TArwn. Then, it does not seem tihe propaganda makes

nuch, difference on the part of Congress. They don't read the bills
anyhow.
· F.(ABdvis. PPatrdon me, Senator, but I would ~y the veery pposite,
if the majority of the mail is such as one of them--one Conhei-snan
has already put it i the iRecord that he had to he absent on the day of
the vote, but that if he were present he would have voted for it not
because lie tiought it would accomplish the objectives but because hea
thought the American pe)ple thought that they were ready to suplport
the rest of the world; and the public in many respeits are for it be-
ause they oldy know of the principles and objectives; they do not

know of the details.
Mr. HAn. Why, Senator, when Mr. Clayton, Assistant Secretary

of State, was before the Honue committee, lie was one of those that
worked on the wrinciples, he did expert work, and he was an expertwitness for the State Department itself on behalf of the bill, and they
drew out of hin,, on page 277 of the hIouse hearings, that lie never
had read the bill-the proposals.

If I may continue with my statement:
·In the next place, these Congres smen, so fr a as I can ohserve, de-

cided, pressed as tiey are by innumerable duties, that they would
depend upon tie reeomnnendatio, of both President Roosevelt and
President Truman who, I am forced to say, in all probability did not
have time to study the proposals themselves, and depended upon Dr.White. I don't believe for a moment the President would have timne
to read those. I don't think any person of even good intelligencecould read those things intelligently and really understand them inside
of 2 solid days. It would probably take more.
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I do not wish to reflect upon experi-.they are necessary on techni-
cal matters. I have no doubt that on paper, at least, tihe experts have
worked out a very line-looking piece of machinery, complicated though
it may be. But I his mac.hinery is far more eliabllrate tl, in that neces-
sair to stabilize curuency and remove exuchanga restrictions.

Ejxprts are all rig1t on tcclihnical muattrs., as I say, bllt I do not
want the work of Washington aind Jefferason and the other founding
fathers of this (iovernment tinkered with--tinkered, perhaps. out of
existence by so-called expelrts.

I believe the Senate of the United States should not pay too much
attention to the vote in the IHouse. With all due ls pect to the lipuse
of leresentat ives, the Senate is the real deliberative body which under
our Constitution should ldeal with folreign affairs. No treaty, requir-
ing a two-hirds vote of the Senate, has been more important to ourJeople than these proposals. I jespectfully submit that they cal,
arlly have the attent ion they deserve from this committ l before

the projected summer recess.
Senator MILLIrNt. Mr. Chairman.
The I(?AIRMAN. Senator Millikin.
Senator MnraxKlN. Is it your contention, Mr. Hart, that this is in

substance a treaty?
Mr. Ilmrr. I don't spe the slightest difference between this and a

treaty.
Senator Mxlaiant. Hare you given any thought as to whether tiere

is an ujiconstiitutional delegation to tie international body of control
over our commerce, of control of the value of our money, and of foreign,
money

Mr. HAnR. Well. I think the question would be there, Senator,
whether the provision that treaties made and approved by the Senate
become the law of the laid-of course, this is not approved by the
Senate in a two-thirds vote.

Senator Mrnvrnw. This is not a treaty. I mean it is not put utp to
us as a treaty.

Mr. HART. It is not put up as a treaty. In other words, possibly
the fact that it does not reeeuve the two-thirds vote-if it does not-
of the Senate may easily be raised some day.

Senator Mrnnrs,. Well, even if it was a two-thirds vote, and it was
not put up as a treaty, and we passed it by even ait unanimous vote, that
would not make it a treaty.

Mr. IfltT. I think that is right.
Senator Miu4.Ia . You have developed that when we get to a short

dollar position then foreign countries have control over our exports.
Mr. ILar, Righit.
Senator MILLN.t. Well, that is control over our commerce.
Mr. HART. Certainly.
Senator MrIlIaN, Thie Constitution lodges that power in Con-

gress.
Mr. HAm'. Certainly
Senator MnarNa. It might be all right to delegate that to some-

Itseenisto meaveltnha questioiiis iaiwZ; elt wetalk about dele4
gating it to an international body where we have a minority interest.
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Mr. HatUr. I would say that is correct.
Senator Muwrai. And the samne goes for the value of our money

and the value of foreign money, which is a power also lodged in Con-
gress; and to my mind tle same questions are raised. I thinkthey are
very serious questions.

Senator ir rr. I agree with you, Senator.
Mr. HAlW. Certain of the '£experts" who devised this schleme were

vera fa froln having their feet on the ground--at least as far as the
Urnted States is concerned. The two authors of the scheme appear
to have been Lord Kenes and Dr. Harry D. White.

Now, Lord Keynes' duty is to look afar Biritain first, and lie doesit ith couspeuous sueces. There is no reason to suppose that he is
interested in the peservation of the American systeni. There is no
reason why he should have the slightest interest in it.

Lord Keynes has been very honest in telling Britain of his satis-
taction over these proposals. In'an address before the House of
Lords on May 2?, 1944 (printed on page A1774, April 4, 1945, of the
Congressional Record) in which he disclosed an apparent knowledge
of what the so-called Bretton Woods Conference was going to do, he
said:

It fIllows that we inst examine any ficaneci al u to make iure that it will
li.lp us to carry our burdens and not add to the.m

And it seems to me thatthat is precisel thle view, the idea, that this
committee should go on; that we should examine this or any other
financial plan to make sure that it will help us carry our burdens and
not addl to them l)cause we certainly have got some awful burdens to
carry for a long time to come.

And then Mr. Keynes proceeds to examine these proposals andil finds
that for Britain they are very, very good. He is judging tlhem soely
because of their effect on Britain. He is thomughly nationalistie. ee
disclosed in this speech that the Americans have been very, very
generous in what they have given up in their acquiescence in them.

Now I think it is a fact that Lord Ke nes himself, as the author
of the so-called International Clearing Ulion, was really the author
of the principal ideas contained in the proposals. They were sup-

osed to be tempered by less drastic proposals of which Dr. Harry D.
White Assistant to the Secretary of the Treasury, is thie author. Dr. '
White s autobiographical sketch in Who's Who in America occupies
just six lines. It simply decrihbes him as an economist, and tells the
oiffices he has held, and gives his address. It tells nothing of his back-
ground. And I have not been able to find out antlhing of his back-
ground. And yet Dr. White is apparently the American authority
upon whom two Plresidents, the Secretary of the Treasury, and the
House of Representatives have relied.

It is pointed out that many bankers favor the proposed Interna-
tional Bank, though fewer of them favor the fund. The late Leon
Fraser, perlnps tile best informed banker in America on intenmtiodnl
banking, told the House committee only a few days before his un-
timely death. that, while he approved the bank, and was in accord
with many of the declared objectives of the fund, yet he disapproved
of the fund proposals. Pressed by Representative Patman to state
how hIe would vote if the fund could not be separated from the bank,
Mr. Fraser replied (p. 443, House hearings) tiat "with very leop re-
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gret" he would vote a.gainst tile proposals. Mr. Fraser described him-
self as an internationalist.

One reason that many bankers favor the International Bank is not
hiard to set. The guarantee by the bank of private international
loans is by its very nature a subsidy. The hankers did not plan this

elme, but to anll extent they would be the innocent beneficiaries.
Gentlenen, if the Senate. of the United States adopts these pro-

posals, it will, in my opinion, have committed the United States to
one more step toward a world collectivism, This collectivism will de-
stroy the very principles tihat have made the United States so strong
and great that she has been able not only to fight the present war but
to see her 1uropean allies through to victory. Passgte of thee would
make tihe wealth of {lie United States the pawn of other nations.

As a distinguisbed San Francisco lawyer (see Congressional Record,
p A1768), Ir. John Fj antcis Neylan, said recently:

It is cutservtltve to assert that this m silt le OnlthuteS the greatest Rnrrender
oif dltou ,r( .an . .cotunic . r..vantages y hy alty Ilaoll thbe history of the world.
and signalizes the .linalgurati o of a plan uniter which a pr1digany gneons
United Statss puts itself t the mercy of its debtors.

Throllgh American imagination, resourcefulness, and energy our
people have reached a supreme leadership among the nations, with a
vastly higher standard of living. Our eourse should be to lend aid to
the nations ieeding aid so that they, by following our methods and
our ideals and our example, may share the high standards we have
enjoyedI. But 1he adoption of these proposals will tend to reduce Us
o their levels.

A news item that a ppeared in the Herald Tribulie of Friday, June
15,el may give a clue to the plan in the minds of those who appear to be
engineering the coummitment of the United States to these interna-
tional plans. In a speech from London, J. J. Llewellyn, British Food
Minister, states, ii a review of the world food problem to the 2day
Emergency Food Confertence then meeting in London--that was last
week-that "a substanlial part of liberated Europe's food require-
merts will be met if the problem of 'collection and distribution' is
solvti' d.[he meat supplies, he said, show an "overwhelming deficit,"

O~ but he explained that in the cases of sugar, fats, and oils, the three
major food countries have accepted the principle of parity which will
cut all ocnsumptiou to a commona level, and will slcceed in a large
measure in balracing world supplies against world needs.

If this statement of the Minister as reported be true, then without
any apparent autlorily from this C ongress someone has committed
the United States to the cutting of all consumption to a common level-
for I assume that the United States is one of "the thlre major food
countries." If without such constiltutional authority we have been
clnsmitted to tli:~. to what hengths will inter bational hllreaucrats go
with American lnterests and the welfare of the American people if
these Bretton Woods proposals are adopted

I urge this committee to study most carefully these proposals, for if
adopted in anything like their present form they will, Ibelieve, in
the future, he seen to have been a betrayal of the American people.

Now, Senator, if Mr. Greaves could speak very briefly.
The CiAIM~AN. Well, how brief I
Mr. HInT. Five minutes.
The CHAIRAFAN. All right.
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STATEMENT OF PERCY L. GREAVES, JR., CONSULTANT ECONOMIST
FOR NATIONAL ECONOMIC COUNCIL, NEW YORE, N. Y.

Mr. Gnsvws. I asked Mr. Hart to ask this because I have a few
things here on tire bank, which I don't think has had as much attention. a

The bank is set up to make direct loans for productive purposesx l
It also enau'ages private investors to do likewise by guaranteeing
repayment of approved loans. It is thus intended to help restore
war-torna economies and build new plants in the less developed
coiutries.

Like the fund, it will get its cashli from the members. Subscription
uotas wVere set at the Bretton Woods Conference. The United
ates quota is $A,l 5,000,000 or ahmlt 35 percent of the $9,100,000,000

total. 'he American quota is almost 1/2 times the next largest,
$1,300,000,000 for Great Britain.

T're subscriptions to the bank's capital are divided into two parts:
1. 20 percent to provide cash for dirbct loans.
. 80 percent to make up losses on guaranteed private loans.
The 80 percent will be payable as needed n ut not moie than 5 per-

cTnt in any 3 months. It Will be pay ahle at the option of the mnember
in gold, n raited States dollars, or the currency needed to satisfy the
dobt. All losses incurred by the hank on guaranteed private loans

M bl r t sherefor be shared in the same proportion as the subscription
quotas. This 80 percent is a contingency subscription. It will not

onto effect unless ad until trh ere are losses froe m t arnnteed private~o~ans.
The 20 percent is to he mads awildble for direct bank loans as

sroa as it is needed. Two percent will be payable in gold or Ulnited
States dollars and the other 18 percent in the m ember's currency.
The Jnited States will thus supply more than 84 percent of tihe lend-
able funds, gold and/or United Slates dollars.

Membrm that suffered from enayk hostilities owould have a right
to postpone 25 percent of their gold and/or daolir contribtiion for
5 years. If this right were fully exercised, tihe United States' eon-
trileution of the lendable funds would rise to above 87 percenv.a

We would have a A1.4 percent vote in the managemenrt of tle bank. W
As in the fund, we would appoint 1 of the 4 muembers of the Board
of Goverlnors ansd 1 of the 12 executive directors.

Unlike the fund, thle bank loans would not be a right but would be
made only after an investigation and a report. The bank would
also guarantee all private investors, such as commercial and invest-
nment banks, against losses on approved loans. This 100 percent guax-
anty is twice the 50 percent guaranty granted when rI's are the
borrowers. This guaranty is in effect a subsidy to private lenders.
Naturally, bankers endorse it. And there has therefore been less
opposition to the bank than to the fund.

Fotal direct and ginaranteed loans may never exceed the unimpaired
suhberibed capital. When the loan is not to a government or a central
bank, the member in which the project is located must pass on and
guarantee the loan.

Thisis opens the door to all kinds of politilhicaianery. Within
the nmanagenent of the bank itself, the result can and ay become a
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logrolling pork barrel. A 51 percent voting majority would have to
be obtaied to pass on each member project. The temptation would
be for the borrowers to get together and logroll. The borrowers
would have full power to set all the terms of the loans. NationsPfltwich did not go along wonid get no loans. It is possible that meet-

7Inigg might result in the creation of ill will rather than the desired

Within each country. the proposals would make the administration
in power the dispenser of credit. In each country, there would be a
premiumn on political pull and a damper on private initiative. Loans
could he extemided, modlied, or foreclosed as the administration de-
sired. Each admnillstration wold be given a powerful instrument
witb which to control or nationalize its industries. Liberty, including
the right to work where and when one pleases, would eftectively be
destroyed in peacetime.

Borrowing mennbes could also use the fund to subsidize cornmpetitors
of American industry both within their borders and in the world mar-
kets, particularly if the credit terms were set at belohw privaie-market
rates. Econoni>c warfare, which has in the past beeni primarily be-
tween private indivMhials would then be primarilv between govern-
ments. Every major finaincil trani . i. on might well become a dip o-
inatic crisis,

Ilow sucl, ibnks may grow illi size and( power can be well illustrated
by tihe lReconsliraction Finance Corporation. This was originally
started with a capital of only $325,000,00. Its lending authority was
lihmited to railroads and friancial institutions for a 1-year "emergency"

oriod. It has since auth'orized loans totaling $45,00,000,000, and as
Mr. Jesse Jones has testified:

We car [Mid iauythhitg tlat we tJlnk we 4houl]d a*oun, any
length of t1, any rae oIf interct * * and to .l.tly ilat we efl istiittll to the blan.

It should also be renemberedd that this bank would be set up in a
world that has been conditioned not to repay international obli nations.
It is generally expected ihat World War I d(ebts will be canceled. It is

tnlikely that lend- ease etransactions will ever be balanced, The atmh-
I ~phere that ULri:e San is a good rich neighbor wIill not encourage repvy-

nentris which inight result in deflatioiinary hardships.
The Bank of international Settlements is already in existence. It

would be far wiser to continue it rather than set up a new bank. It
shrould be given every power to encourage private loans and invest-
nients on ai business basis rather than a political motive. Inter-

govenimental debts have never resulted in creating a lasting peace amd
good will. Business transactions which have been proflitable for all
parties have frequently resulted in lasting friendship and increased

praqperity.
Thank you.
Ile CiAVRMAN. We meet tomIorow at 10: 30, and Saturday.
Senator TAt. Well, I think we can get thronglh tomorow since the

Senate isn't meeting, Mr. Chairman. I think there are about four
or five witnesses, and if we sit morning and afternoon I think we will
get through all right.

Tihe CHrARMn, 'Vhen on Monday-
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Senator Mxunmm'. Mr. Chairman, I think we have got some wit-
nesses coming to testify on the hard-mnoney base of this thing, anlid I
doubt whether they will he here Saturday.

The CAIRnMAN. When will they be here?
Senator IFrA. Will thev he here tomorow?
Senator MumrDocK. I don't understand so.
Senator TAMn.X WeII, that is the first time I havem known about that,

but anything that you, Senator Murhdock, want, I am sure the chair-
man will grant.

The (CiaLaI.a, WIVell, anything Senator wants I will grant.
Senator TArt. Bul I hope we can get through next week early.
The CrrmAInrAN. Yes. Well, we meet on Monday, too, at 10: 30,

with Mr. Burgess.
Senator TAT. Yes. The A. B. A. will be here.
Mr. HAnT. Thank you very much, Senator.
Mr. GREAvEs. Thank you.
The CnHmAiRA. Don't mention it.
(WhereJupon, at 6 p. in., an adjournment was taken until tomorow,

Friday, June 22, at 10: 0 a. m.)
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FRIIDAY, JUNE 22, 1945

ULiTErn Snn SITNEATIP,

ComMIrrrx ON BANIIIN(I AND CUIRENO¥.
Waghington, D. C.

The committee met at 10:30 a. m., pursuant to adjournment on
Thurday, June '1, 1945, in room 301, SJiata Office Building, Senca-
tor George L. Radcliffe plreiding.

Present: Senators Radcliffe, McFarland, Fiilbright, Taft, and
Millirin.

Senator rRAi]rLIFE. The commilttee will come to order, please. Sen-
ntor Wagner is not al)e to be here this morning tnd hasr ruestedn me
to read a letter, which I am going to do, and then we will hear from
tlie witwesse. This is the letter [eading];
Hon. lBoan F. WAot~a,

(Cjiran...... Lcni" r on thinking and C.rr..wy,
United Slattn, entac, Di.hiltgin, D. C.

atI SJison: As elahirinml of thel resard, tommtle of the Comnmittee for
Econoa ie Development, I appre'iaite this olxortunity to present our views on the
Brttotn Woods agre.m.,ent for the hearings O Ihs tomlunttee.

The Qlomniittoe for Econobmic lDelopment Is ll)osed of busi[ e;ssmen Who
tre siildyirg the illortant aSlCuts of the proble19 of att uig i .a n.d romintanigil
a high level of productive e!Ioyme0nler ill t ,his Oitry, Il this study we are
a.sstiateu with an advisory bInrd of social scientists of national and Interna-
tienal reputation, for tlhe most pFrt pcolntomst, aUd aon nsisted Iby a conmptent
staff.

An important part of our ,ork Iha been to lareyatiga the part to be ilayed
by foreign trade In supporting a lhih level of roduelive employment lIn thti
country. l'orticula r ait tntioln was natnrally given to the BrWton WoOds pro-
oeass. After nioethe of 'onsldrt(ioi n we cneludeI that the bank pimrvied

for would be most us ful for our natilosal purtpoIs but that the fund as origimlly
lirotresd arrlid with it certiio iilrgers wl'irhh greal..tly l i( ulsefl-
hess, and in Ifait Inight he.oie dan[ero1s.

My aswsolate, Air. Harry Shenlsta, oir told you thlat we fel tlhat the amend-
meats made in the HouseP hare in a very large eaLsr{r ...!(phe..l.A the Weaii

spotse in the Iegsl]tlol, in that we now have no hesitation in iuging the aoptionl
of ile amendeAl mensnoe.

For my ipart ill tis wittn testimony I wish to Iresent to your couimlitee
,soe t[ulghlt on what seen, to us to be a unr ber of .l.oneeptlonsl anid mit-
tpprmehensio. s co¢c'rnig Ihe hill as it low stanlds,.

Ou' of Ihe Objct ions 1 irithnt ](aIly fidse yet It wml]sis, It ISt assunel
by sme that , pt up mor than one-half the sum. Our 2.75 billion dollars Is
less than a third If tle 8.. ililion dollars total, o is uoowhere near onehalf.

Of the larIgst part of the ritnaiildr-- for Instani. e the Cnil dhla dollar, tile
}rililsh ou...nd, the Irt[ln fireerc, and the elrrqnies of other matlr ountries--

e an be as/nrel that they will retain high values I' international trade If
Uehb trade is to exist at all.

If we anre wis, in our oilier poliles we will hawe a generllly bahlneid trade
and will not ours.lv.e i v.ulnerablu to raids on our currency.

A srniewlhat sinlr niimaipprhension is to thie effet tlat borrowing countries
are in lntroi of the fund's reaures and leding DoWer Approximntely 28

383



384 BRETTON WOODS AGREEMENTS ACT

percent of the aggregate vote, would be cast by represntatives of this country.Aside fronm the Ixtreme unlikelihoo of debtor countries "ga uging up on creditor
ountles, there is provision for increased voting power for creditors in an

voting on use of fund's resources.
It has been asserted that we will have tW pollee exchange markets to payveLt

transactions at rtes below the par values of foreilgn crren/cie. This is1untrue. We have no obligation for foreig, currency stability beyond1 buying and
selling gold at a fixed price.

A great merit of the agreeounl is that it puts am obligation on each country
to prevent a depreciation of its currency in terms of the dollar. Only if such
maintenance Involved serious internal distress, and then only by gradnal and
controlled means, can a nation depreciate its currency withouit subjectlng Itselfto suspension frou the use of the fund and eventual withdraval.

Signitory Ce...ll.. Ii nst Tih'dmov wartlille aurrsln.y restrietiu as Soon as
possible and nsay net itipl)Se nw controls with Out . ile approval of the fund.

This whle ria f agreera,ct o excyaclLgte lxlity is a new aid necnssry
iapproah to stabIleh fo....lmpn, l , fr Intorna i.iall trade. II gives a foulida-

tion oin leb b ,isih rSrie sne ,id staliemen Ca c)onfiditly hnlld.In particular i is tile only menus wicel has ieenl ol(losed whercby the other
great factor in worlld-wide tradei (rest Britai can sfely gear her policy into
a gen eral agreemlnl'iitea{]od of pursuing plarticular and uilateratl interests, which
would in alI pro bbIlity be clntrary to our own.

Mulih else night be 1ih on, other obilehtiIns. hut all thrt have colr to my
atirillion, at least, sibnlre down to mlsapprohension,.

My own grenuest app"'llirheSoii is that or own countly Imay cotlllue to be
the real badl a o ill worl,,d trade. Should we tOtiniUie our trldi tional policy of
trying to seil wit b .nt buyi rl, ch.atin g o urselves sld losing our shirts ia the
process, drAlars will oUlriiteHU to be 1hort ild we 'illi 0on[ine to eolniplln
,bou it nd be .l. ouphlls of "dbblor countrirs" who arte instd SO by our folly

hlhor than thlir own
Thlre are i, iver that e are losing our adolescent I.innce i these

,nftemr , nil ati.. we. will soon be able to hold oir own In world trade. Whenth tl time comes, blt we aidb the nations wdith whoa we trlde will profit fronm
our nw inollr iOe . s n ib practi es, and fron tie 1)hne fits which boIth the banllk
and the fund ril proeide

Rlirqs E. Ftamunus.
Senator Wagner also asked me to read several paragraphs from an-

other stalement, which paragraphs I will readi, and t1/ei I will turn
the complete statemesnt over to the committee reporter to he made in
full a part of the record.

Senator 'Iar. Senator Radcliffe, as I understand it, you only intend
to i'ad so$ e three jwr:graphs of Mr. Schnernan's statement billt you
want thIle entire tatemIoent placed in tihe record '

Senator R CLIF'rr. Yes; this entire statement will become a part
of the retord. [Reading parts of staecmen£t:

May I identify myself as Tarry Shernlimn, a member of the researeh committee
of the Committee for economic Development, invited b y yo.r clairman to pre-
sent this written statement withll regards li e BlrtIon Woods agreements.

In its first statmeult about the Bretton Wools agreements, published 3 months
ago, our iesearch committee set forth what It onsidered should be the basic
principles of international monetary collaboration.

One of them was ns folows: Loans should be truly loans. currely tran. etions
should be curreney tranartiojis, and gifts should be gifts."

If this cnnmon senuse poliy is not scrupnlonsly folloWed, you invite mlsunder-
standing, bitterness, anlid cofict among nations. Any effort at monetary collabo-
ration would 1e badly handicapped from the beginning, and its suecoss made
highly dohlitfl.

The bill which your committee is considering does observe this basic principle.
Indeed, it seems to a b wholly inspired by that principle. Consequently, we are
for it.

Not neessarlly in Its exact wording. Just as disunsion before the House
Banking and Currency Committee resulted in some extremely vanlutbie changes
in the original bill, so the discussion here may reveal that the operations of the
two great instrumentallitles being set up, the fund and the liak, may be strength-
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ened in some minor particulars. But we regard the broad provisions of the bill
an exe.llent, nd we hope they will be approved by this committee and will pa
the Senate unchanged.

The bil follows very closely the broad recommendations made by us, and thlis
being so. we are in a good position to testify as to what It acomplisles.

The substance of our recomiendatons before the Iuse counmittee was this:
that there shold b a elrifiaeltIon of the functions to be performed by both the
find and the bank beyond the possibility of misunderstanding by any member
nation or any responsible individual,

it mylk be of help to review, briey, Just how far this clarification of fuinctions is
acitevd In the preaot bill, anlid what it will involve il the daily operatlons of
these two institutions.

First, as to the banok. The original text of the Brettun Woods agreements
aould hiwve been read to men--nand undoubtedly was taken by many people to

meai-thEnt the bank would only make or guarantee loans for specific projects of
rceonltnetlon and development. But how about stabilization loans to govern-
mente, to protect moietary reserves in some transitory period of weaknes?
Alnld bow ablout te typl of assistane which )r. John Williams dh!tritd as "gemn-
eral pur.PO loCao s -agiIn h sirnilght gverltmenall blrrowing--to haip roatre the
eNoutor]( lstalus of Some .. ountries ravaged by the war?

Both these two tyos- of asoistanee woulid be true loans, and .ccordintg to the
b rasie t .. 'l pie slet ni s ioit not bth handiled an anything hit loans lot as gifts

llu not as eurreny tranmllctiril[. What was to be the fluiction of the bank
with respect to sru, assiance?

Our eotmnlltee diiscovered In Its study, that Treasury aid Federal Reserve
Board and Scate Delarlinet ar Oicals all regrrded ech advan.r A as a..lcally
coming within the province of the bank, under a "special cIreumstanee" lause
deoling with thie baik powers. The clau Was generalm and viigie. On m-
Illtte, reenlinat1ded that the power of the bank to nmke all sitl loans be ex-
press and unmistakeable.

TIl/ presncot bill] dls this. It would I rinoveilay inlndmlrta hillg that way
now exst. or may later arise about how and bwhere l ahilltitlon ht or gewara tl
restoration loans are to be handled. They are to be handled by tihe bank mna
age is.

in fact, if one rerets on the final aver-alt efect of the previsions or Ihe present
hill, it seellS fair to conelude that every request for I money coming efore, the
two insttutimns that .. in er Identified is trnly a Ioll will go to and will be
handled by the baik managers No ai.nnee that can be identifled a truly a loan
1s to voni within the flid's [/rv j iri of mana.ement.

This clearly detned function of the bank is to he regarded in the light of the
enellral objeiyre of the bank, wbBh-ilt sbt l nn]eilrsodtood I together

different from that of the fnd,. as I shall show. The long-teruti purpoe vf the
bmhak Is to bring albut as quickly as 1ossqibl- ndu then to maintain-the full
ani ready flow of capital from one country to aother, wherever it mnay be
needed anid wherever both re.ditor and debtor will he b, nfitl dby the flow. Ihat
is how so much progress, on the materialistic side, has ben achin'ed on a
worldwide saJle over the ptat 15 years. We all know the ostrueionas to.this
flow of capital that hare developed in the past quarter century. This new bank
will seek to remove these blockS that have been built up to the free flow of tipllal
over the world. The bank can be conlived of as building operable pipe lines for
the world's money; and under Its careful direction money can be pumpd through
these pipe linest. wherever it is eler that economic gain--to both creditor and
debtor-pan be reasonably expected.

If all advance. o.f money that can he Identified as true loanr-stabiliation
loins, general pnrpose loans, spefice-projet loans-are to be handled by the
bank managers, the principal eritiism that was made of the Monetary Fund dli
appears.

This main critieism was that the enoroum pool of money %Wlsting In the
ftnd would he qutckly froaen ; that in the transition period the need of many
distressed nations would be so great that the supply of wanted urrenmlei-llke
the dollar--wnld be drained away and replaced with an excess o unwanted
cureneles; and that In the end break-down, and some nretty bad eoneluenee,
"ould be expected. Thl apprllenson has validity only If It is assnmad that
the fund was designed as an agency for mtning loans-and particularly long-
termI loans. It is not; certainly It is not, under the interpretations bound to
reult from this bill.
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We hbae een what Ihe lear-CUt flnctlon of the bank Is, Is the fimd's field
of action also sharply defined?

Under this bill, the vntral bank of a member nlation can come to the fund
mantgerts and demand the sale to it of a splecifie cuenecy under its automatic
quola only for one lurpose name.ly, hmecause there Is a shortage of that currency
In the country, irising from a temlrary unbalaneed situation between the
imports from nid exporis to the Colntry whose currency is being ought

NoW, whether this Rulerst foIr a sclfire1 curreny Is a valid one, actually
arising out of .s.h a situation, will always be detenmlimble by the fund mall-
agers,. That will ibe reveuld by the eurretlt cnditions of the money market in
the cIloluty Initialing the transaction.

Moiollver, the underlyi gv causes of tilhe situatIon-If they seem likely to be
more thian tcrunsoury in thir elffet--will be ntgnlizahie to Ihe xerlriened
elntral bankels asking fnr the money; and if reognliable to themn will be reog-
lzahlie to the fund ina;igers, wlho ertainiy will bh among the .i.n o. slt exhrih eld

men In ithe world in this field.
If the situation really calls for a loan, and not a currency exchange, I myslf

Cannot eon.lIve (e resOponsibl e Idt¥iduhals on B th sides not recognizig that
fact; with the reunlt that the demanding nation will be sent to the bank. If It
does not go there in the rsat place.

Fluletiation8 in tle ba lan, i balfwoee Imports aind exrirts in liauy nations will
O<cur over short pei;d1s. They always have. In the days when the gold

atindaln was o!rlting ut;,ivrsally. Ihtese shortage of ir.rency were quickly
Corcted., whle they n ros, .y tyhe shlilhpent of Cold. tbainl... usually from the
monlar-y rI se ys of the country 'xeperlen.iing the shortage. In the years after
the War. aid perhaps for a lo I g time, the monetary rerves ot f many nations will
not ]~llnt--t' at any rate calnot be reilied urn--lo perform this very uees-
ary. fulntl.on. The Monetary l1%nd can fairly he described, tlOr,,fore. It %emn
to Ie., as an invention called into ibinlg by thle neessities of our times. and
desilg'id to perform the serlice that a'automatic" gol shipment usned to lerfiorm.

It will hi a grinat pooiX of norley, nolttistilig of ]l Ieurronees. Access to it by
aily atio. i ist et qu Trk. not subject to the Mragalnlng and {he Idelays ilrident
to the maling of cordiiions, as ,i lhe eale of loans. BCt Htie demands will be
rlatily snall in nutb (an( atid for short p, riods.

If they iare a ,hiig else-if ilthey are supiieoualy Inlarg in any ease, r i rln
out to Is icxtended for [onger adIi Iniig ri riods ir iecnrasled ill vollme, by that
very fact lhe rel flag goeI iil to the fund innagsrs. These ,, n ..must . pro

nunld to be ils Camplble and resionsib as the lank mnaeag.ri inll it will ter-
tainly l withlw , tiheir diuies to consult thorughly wi th te dlmronders ld son if
a loan Is not indicatedl Is acormrective of any giv'en sittion, and not an xchange
trnnactiOn with the f.ud. If It is land the funad Il.l.ana s have tlio pwer to
decide that it is, .. i.nlr thl, s lill thly an, divert the deon., der to Ihe bank.

In short, the hatsic prnifhip set torth iaLbve wouId govlqin--il [his Cal, Cui- A
renTy tra.snelinns sholid be e.rrnCy tIransactions and loans shbould II losL. W
The inAll .r should not lie in lowd 0@ masqnlrade as the fornnmlr. UIider this bill
that can be wholly Ir .Vielted. . l.n wl. h grxstl .i.anagemitt oJf the two ilstItutitons
ertailnly would be prevented.

It will hb, seen that this i,,xmcli nini of the fl.d-Ih b autollmatic exeh lln~g of
cii'eiIIn-i]SM within illitS and Il.der sifegnards i s dvised aI a new lsals of
hohli*]g Ih, nlIe of ... rrelIf C in a stable relationship to one another, insor
ils tllIt n ltionhip cr .. ba iipse by pXntdaClao emolynrra i riihlllali. ns of trade
Sllne sch nihlw-lhilm is obviosly lndiblonhle. If we nr' going to achieve

rnfhility' on f currenc' r It(e at all, since forio old shipment can no10 longer be
relid pilll to e'fornm thIis function.

Tbhi ,ineha C. h .sinn l be appraised. not by itself. bht as PaOi of the whole
pict'oe and In this apprakinl- as in the ease of thn blnk--i an s to .e one
sh.lld i* cnIreful Inv.r. to losO sighb{ of the nli nobj-lftiv.

The main objoctive of lthe fud is all'wlhe'r diffleet from llbat of the hail'k.
To ditiilgll hohwper them- the thilnlnto objective of the bank (as IC salw
is to msioln anid ]fli'aiIi a ,fll oal ready filow /f eaila] over hw world. The
inant ohjectie of the fund qaite plainly, whet one reflftsI [In It-{I to I.lit
lon( end to rc,,.oinie wnlr.re among nationI carrind on by mnorta3 meanr.

That warfalr has been oing oCn .ow for a full 30 years. We nit know it-
taitostatlonls thle cmnlotti ve daahiationus and the valrios kiidls Of obstrne
tINe conrols by i[ndivdual atloi, ovler bolt the e i¢ aniiI the vanue of their
ioneey.
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The se tirtln, u ..i ,ietIle, d mfo .ciy cokofdillons har now plagued tilhe

whole worl for a ger'ttioLhi they have diminislhed trade; they haive stifld
,regwress they have bred distrust llnd fear; they crtalady bhad considerable to

al) wtl it e catuls ail of World War II. Tis (ecllonmic wafarv carried onl by

,ioonetary mt1s, ,,,t led. Every ifOtlemed pe'.on. In every nitionl VluOiloga

thi prime sNeed. It is idle to talk about. and ho1eaIess t tnsilder. establlshing
{* ¢ml, orderly ttlatitoushi]bS , [twk-in mitions wehih we aIll Ien, by the word

.ul..... .unless this lMr'-tlihtg tirst is lakel, e'lre of
Now, while everybody will sIgre that ibiis s Ithe mlai objetilve of the Mone-

Isrv Fuid. it nem nut to have b4 proi rly iappreciafted in sonm quartl'ersl

that the amechabrdli we l'ave exahlonel--of autnltrlicC eehlnme of Ci rrntcies.

udler sifegniard, to prote, t naliolon whenI they suffer a temnitorarl y mlba[iice of

tlrdle-hi o ly ... e neaeLsary p[ortion of largEr and wl I-lo(n!ceIved Schenme of

ailsisirig the objective. It is Jiast a par of a much bigger contract almong tile

inatinls. it Ihas taken uip a good dteal of tile public attentin, because it is a new
im eation and is plrerly ,stibect to an lion. [lt tle other parts iof ilte ecl act

are of enomou g 18Sl ificae, also, n balire beet overlooked by mary person.

Wh¥1Ci ele does the filnd d. If, sitl!S plr) id [ ig this protocive rn l...sdii, to

tile nil of establilshing anl maintaining stable ratis of eXmhangV- betweeu

currencies?
The 44 nations epre.en.od at Bretton Wods--if they adopt the text of the

doclument uhangtd, ,,as lli r nite] Stats would do "uer tile propoSed bill-
agree ijot to Institllte ally ncw exdlhmange controi, of any clmuractr.

They igiv that whatever h'cliangi Contro/ 8 now exist will b. progressively
lighteed iand aballohlnl.

Tlhiy iagreel that if, 1 ile a, i of any member outlion, epresivTe ec(h'llge

controls prsist after 5 yelars, iie fno d . iianaeprs.--rg Pr,,, eut l g all tile h lhr

nlol.s. can del....d thallt omethnllg II dole aulnt it.
They agree to meslsure the valeof their ciurrenie(l by gold.
Theyi agree thit wlhat(evr oriiinal v.[ Ic acb o1e .set llupol its eurrelnc., thus

eStblIshIng its ratio Of Cxelge with all other clurroncies, hias to be approed

by (he fuind--l!iat is by practically all other nations.
Thev lllow for a 10 pe.rcent .devall tiol from tills first rate, taknlg proper

aecontIt of the dilfficties of uiClikly settilg a fair lgold value . in .O.io elrrel.lics;

but i no hanoa e in tie glde Iu of tiny tlrreICy nmy be atu Id th Iiereafteri WIthout
ithe approval of tile fund's managers.

TheIy gre that If ay further ppmJrv t ch..n.ge is mdel the offending
Motion nay he halred from bIoth tile fiunda ald the bhla's resourCel4--UO light

aality for any nation, large or ma8ll.
It is both wdtnilo t olantd exciting to rel4et lson what the. anid otlier eolAbora-

lye firt r of the .agmemelts, e idd up to. They mein that every one of these

ionS reon,, izes that etvery oer in tiior is dilretly ind itally affected by

what It does witll rigard to its onW monge. Tely go b'eyond thai, anld r e.galzm

thl eolletlive right of all Ither altions it lave s)ome dirc¢t say in tlhe jitaiter.
W1hen one relects upon thlus agreement h. Iti entirelty, It saogns to mark an

poch In hilstolr. Never before ltan indeprndent neat-ons-lreve a few, let alone

practically al-agreed to accommodate their oneitariy powers to those of other

isthims far the general peace and progrels of the world. This development Is

of maor pratilcal ihlorijane, to my mind, llthan what is beting accoanplshied at

San FrotaCiSco. For it represents action toward the peaceft organization of

the world; well Considered and determinedl action. Acti.n, not prolmises, In the

direction of insting peace, is what I.uidred of millions of plain .nle and women
n)W want their gwerlinelntai umnagers to provide.

Every t hoghtlli eonful c et ator abot lbee two proposed iler' alonal instiltu-

tions agre eso n e o ji int adte text of he agrlentl also points it up--that

tley mi.st not he regritdl as a cI r cli of the world* ec Conolome alulste. They
.rel plaily designed as only a part of the total nCcessry curative treatment,
f)tlter ob.stru(ioms to inttrnatlonil ,,lmer.e that are not monletary in ehairase-

ter-,srh as the undue se of tarIffs, the prOvsiin of sufbsidteo protection to
cartels. an sitnlar governmentalmg prUnaelte-ea decidledly for change, If we
Iare to have a iore orderly world. The two instituttbfl set IIp by this bill can
oly proide the haste condiltions 1ntder wlich thbse other elCrroltive mea8nr

(such e, a re envisagd In the Economie and Social Section of the world body

Ping organized at San Francisco) can be attnlpted with some hope of sUete,

Our c,.n nitte poiited out in its orginal statetneit that both a sounl fund

anlid oald Bunk aire eoded, in order to carry out saeessfully the great pur-

pe embodied [l the Bretton Woods Agreements; and that the first prerequt-
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site of "soAurndies was to have the functions of both instltutions very clearlydeliminted and recognized by all member nations.In the ways 1 have indicated, the bill your committee is considering does thisJob of ellIrifying fnctions, and does it wel It Seus to us to r te othe ond-
"ess of both the fund sad the bank. They will be workable institutions; andt Is onlly fair to presume that they will be wily and not unwisely administered.in full aeordsntc with the partPes set forth in tbhe doument,With such almlnlstratian-as we put it--'hope of succesfnl achievement oftheir great pnulJes is not unreasonable, even in the very different readjust-meat of the world ecmonmy that must le place after the war.'

Now, Dr. Anderson, we will be glad to hear from you. Tell us
who you are.

STATEMENT OF DENJAMIN M. ANDERSON, PROFESSOR OF ECO-
NOMICS, UNIVERSITY OF CALIFORNIA, LOS ANGELES, CALIF.

Mr. AN]WAFSON. My name is Benjamin M. Anderson. I am professo
of economics at the University of California. I think for the recordit is well that I state my history with respect to my qualifications to
talk about this rmeasure. I taught for a time in Missouri colleges,was made instructor of economics at Columbia University in 1911, was
assistant professor of ecolloniCs at Harvard in 1913, and econoamist of
the National Bank of Conmmerce in New York in 1918; economist ofthe Chate National Bank of the City of New York in 1920, where Iremained for 19 years, and since 19:19 I have been professor of eco-nomies at the University of Califonmia, Los Angeles.

My study of this pro/blem; piostwiar foreign exchange stabilization,began early ill 1919. 1 worked wit that prohlem vezy intensively
while the great postwar boom and the great lxtwar ersis went on.

I published studies at the time. I had acess to the records of manybanking institutions and of foreign exchange brokers, their interpre-
tation of what was going on at the time. I have watched it sinco
In the mattter of international conferenes, ]it usually inhave been an
observer rather thait a paltieipant. I was, however. seeretary of thleSecond Standstill ( onunittee in Berlin in the winter of 198t-3, where
we spent 3 months, or nearly 3 months, in working out with the bankersof Germany the condiltions under which we would leave our funds
there, which work was done at the rcwlnest of the Uiited States and Oother governments.

The great job of lie governments in straighieitng out the post -
war world is political, not economic. Their ist jolb is to bring anend to eonfusion ini lie world; to restore international law, to nakeinternational law really the law, upon which a stable and lasting peaer
may rest.

(overnummnts have long experience and sometimes even great skillin arms, in diplomacy, in justice, and in policing. In the direct
handling of economice life. governnlents are usually clumsy and iieffee-tive. In economic life their main business should he that of traffic
cop, not that of driver, and, above all, not that of tack-seat driver,

(iovelnint al econotni cooe'ation in internatlionai matters is bad.Privale international cooperation is bad, cartels ame bad, agreements
are bad, and lie up markets. You want competition. Internationaleconomic relations in monetary matters in general should be corn-
petitive. A money market that is overexpan red should meet the situ-
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ation by lending a part of its reserves to other markets that are not
overexpanded. When you have intermational cooperation, in ordi-
nary times particularly the unsound tendencies may be carried mnuch
too far, as we saw il 1924 and 19)27 and that period, and then inter-
national cooperation breaks down in a crisis such as we saw in 1931,
when it had already overexpanded throughout the world. The thing
to do, rather is to compete in ordinary times, and then when a country
gets into trouble others will come to help it out-not at 2 percent but
perhaps at ? percent, on short loans, and the thing is over.

We had that kind of interiational cooperation in 1907. London
helped us with *100,000,000 in gold, and tile money panic was over.

Now as I have said, in economic life tlieir main business should
be that of traffic co, not that of driver, and above all not that of
baek-,at driver. do r have lone a magnificent traffic-cop job in the
last few days iin thc passage of the rciprocal tariff legislatnmn designed
to help rtmove governlntenn al restraints on international trade. I
congratulate the Congress of te Ulited Statres upon that legislation.

In the great postwar enmergflcy we iuust, of (coust do a great deal
more tlhan that. We lmust bel Eulrope both with clarity and with
loans. But we must not ihsguLse charity in the form of loans whiche
cannot bh pia. Cortiraryv to tle opinion just expressed in one of the
paragraphs you read ill that pape~r, Senator Radlcliffe. Those plans
do drisuss charity in the fonn of loans as I shall unertake to show you.

In ralking loans we must inset fully the grat obligations of the
lender to dee to it that the loans are t a)seuate for the purpose,
(b) not excesive, ani (e) that they are properly employed for the
purpose for which they are made.

Senator MrLr~tnln . Might I obslere right tlhere that they are the
erilerin of a pr1 iiwite toanl

Mr. ANnmnsox. Yes sir. Loans to stabilize exchange rjats which
are not aecomnpanitel by condiiotis that assure the stabilization of the
weaker currencies, are wastefil and useless loans. Small loans made
under proper conditions, desigtied to stabilize, not exehangerates but
currtneies, carn redally aeon h their purpose. We saw thris in the
period that followed the last war. And that is a thing I studied very
intensively at the time it was ,oing on.

Vm e wasted 6Te boillion dolar h erween the rministice in November
1918 and September of 1)20, first in stabilizing for 4 months or *
little over and then in suyportine the exchange rates of Europe. Our
own Government provided hut $8,000,000,000 of this in direct loans
to European govXernments. rivate ereadiors put up another 3%
billion dollars. For several months J. P. Morgan & (o. sood buying
all the sterling offered, at fixed rates. Money drawn from the Treas-
ury of the United States by the British and tihe Italan Governments
and not used in our markiets, just what this fund would do if it
performs its fneterion uip to the quota. The quota was rather smaller
then, I mean at ilthat tiiim*, tintl at a time when, perhaps, it was supple-
mented. Thren on the 20thi of thie month sterling broke, and other
exchanges broke-

Senator lMlmLx.rs . What year was that!
Mr. Alist soN. 1919.
Senator MllLIKIN. When did it breaki
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Mr. Aiarng.No. March 20, 119, just after the armistice, you see.
You had this thing that is now proposvd as a novel thing, you had it

did not make, any conditions at all 's we nnade those loans; just
let the governments have then,, and lthey used theni-

I want to say that I am a great admirer of Woodrow Wilson.
I supported him in evertvthing, almost, througih his period and fought
for the Lea ue of Nations for him, and admired hbin. But ihere is one
thing I did sot like. one thing where lie was more the idealist than
I had been. I asked Secretary Houston at one time, the Williamstown
Conference in 1922, why was it whiren President Wilson was having his
troubles in Paris, and the British and French Ambassadors were
coming to the American Secretary of the Treasury every week to get
new loans, that the Secretary of I ie Treasury did not say: "Now, Mr.
Ambassador, we will talk about this loan next Monday. Tomorrow I
should like to talk about President Wilson's troubles in Paris."

"Well," Houston said,' "we wanted to do it, we all wanted to do it.
We begged him to let us do it, but he wonuil not. He said it was not
the proper "se to make of money.'

Gentlemen, I am going to show you that if we are putting up our
money, before we do it we want to miake our conditions, and want to
get something good out of it for this country. What w got out of that
money lent hy our Goverementt to foreign govermnments after the
war was a wild export )boom. After tle postwar boom business re-
acted. after the armristice. Pries yielded anl general· conditions were
Ii ighly unsatisfatory.

In Manrh the tide began to turn, and in April it was stroiger. Ex-
porte went up *410.000,000 over January, and then by .une they
were $625.000,000, exees of exports. The total exports were $1,00,-
000,000 in 1 month, June, on credits provided by the Goverment of
the United States.

I interchanged letters with A. Barton Ilephurn, whom you will re-
member, the great old veteran banker of the Chase National Bank, a
grand matn. in which we agreed that thai boom was false, that it rested
on exports tlnt could not eontinue; and, as we expected, it came to a
disastrous end.

Rieally we felt thlat it would come to an end before it did. It went
on. We could not get the full picture at the time. Only late in the
autumn did it begin to become very clear what was happening.

When our Government stepped out of the picture and quit lending,
in June, Great B3 ritia stepped in informally. BIritain was the one
country over there that was balancing her budget, getting her finances

i order. France. Italy. Belgiin, and other belligerents were lettin
their feira lnes lip. Their soldiers went off pensions. and the peolre
wanted relief for the devastated legions. Following these loans I
have mentioned, Erope reslponded by buying from the Unilted States
great quantities of commodities, many of which she ought to havebeen producing herself and many of rwhich slhe could not afford to
consume. Sh'e hghit fini shed naniiiufactture instead of tihe raw ma-
terials and ihe inbe dustria eni pmeit she ought to lhave been buying.
She bought a groat many luxuries.

Meanwile, continental Emrope and belligerents did nothing to-
ward straightening out internal finances. As long as the foreign ex-
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mhatnge markets would take their currencies the firmance ministers of the
continental European belligerents took the eas way. They did not
tax, they did not borrow from their own people, tley met every de-
mand for expenditure anin they leaned on the central bank of issue for
their money. While our dollars supported that a.ney, this process
could go onl.

Enghlnndt. ti one belligurent( o[ Europe which was getting on her
feet inanciallv, hahin i g her butidget. joined us in this, She in-
terposed her flnaneial strength between us Land the weak continent.
We gave her crmelits by taking sterling andl by taking heri dollar obli-
gations and we sold her the francs and the lire and the drachmae which
our exports created. We also sold her gotodls which she resold to the
cntintumt. Iate in 1920 we and England both had had enough of
this. We pulled up and the greatcrash of 1920-21 came.

After this costly lesson of tryin to stabilize exchanges without
staiizing curreney we did very much more modest things successfully.
In 1993, after the Austrian crown had dropped to 14,000 to 1 in toners
of gold, under the auspices of the Iaigu, of Nations, a stabilization
loan of about $45,000,000 (I have forg>tten the exact amount) was
made to Austria., pliaeed in e investment markets of various countries,
especially the United States. This was accomni ined by conditions
involving drastic reforms in Austria, curtailed GoIverment expendi-
tures, increased taxes, balanced budget, anml definite sltailization of the
currency on a gold basis. It worked.

Senator Tarr. Your point here is that this 1919 attempt to stabilize
was not successful is that it ?

Mr. ANDERmON. it was wholly unsuccessful; and this brings a. diver-
sion-hut perhaps I should not put it in.

Senator TarC. I wanlt to get the point yout make about tile 1919
operation.

Mr. AXimason.. The money provided in the 1919 loan was a disas-
trous failure, but the pro per credit that followed limited that failure.
Now the point is that we loaned without restriction. After thlis costly
lsson in trying to stabilize exchanges without stabilizing currencies,
in which we lost 01¼ billion dollars, wasted that much, we then tried
some very much more modest things very sUCCessfiully,

The League of Nations started the thing in 192,I. The Austrian
arown had dropped to 14.000 to 1. And that, by the way, is very re-

spectable because the German mark went down' to a trillion to oine
before it got through. The people of Austria had had enough of deficit
financing. The League of Nations came to thei;: help, this way: We
will arrange a modest loan for you--and my reco~llection is that the
amount of it was about $45,009,00)0 although I may be mistaken as to
the exact figure--but conditioned on drastic tforn. The League of
Nations sponsored this loan, and certain govern ents were induced to
guarantee it. That was placed in various money markets, ineluding
our own. The conditions involved a curtailment of expenses.

In 1924 we did the Same thing for Hungary, sending Mr. Jeremiah
Smith, of Boston, over to sit on the lid to countersign checks and to
see to it that the funds were used for the purpose indieated. Mr. Smith
represented the foreign creditolrs. My recollection is that the flun-
garian loan wasa little larger than the Anstrian loan, It worked.
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In 1924 we did the same thing for Germany aider the Dawes plan.
This time the loan was $200,000,000, of whilch $100,000,000 was pro-
videad by New York. This loan was accompanied by drastic condi-
tions-inreased taxes, curtoiled expenes, a balanced urdget, and defi-
nite stabilization on gold, and foreign su ervisio of certain of the
taxes, a foreign representative in the R iclhsbank and a foreign commis-
swnoer sitting in Gernasy.

Those who wonder how we call ever bring continental Euriope back
to the gold standard may reflect upon this episxde. The Dawes planl
contained a provision that Germany should c)me back to the gold
standard, hut that it was probably inexpedient to do so immediately.
This last clause was reluctantly consented to by the Americans on ilhe
Dawes Committee. The French and Italians had been sentimental
about it. It was not fair that Germany should have the gold stand-
ard when France and Italy coild not have it.

Senator I{ADUff'irL. As I understandl you, the loan to Austria was
$45,000,000, which was arranged by the League of Nations. Who
actually loaned that money. and under what conditions

Mr. AeNnRisoN. My recollection is that there were some guaranties
given by some European couitries, the British and perhaps the French,
partial guaranties guaranteeing a certain proportion, and that the
pans were placed in New York chiefly, or a big part in New York, anl

a part in Anisterdam, and a part in Paris, and a part in London; placed
with investors, not being Governnent mloney. Governmenllt clmme ifl

senator IADcirr. Did olur Government participate in any way?
And how about the TrLeague of Nations?

Mr. AnDasoN. Not at all. It was the League of Nations only, and
not all of them, just the ligger ones, but the League of Nations as
an institution organized it, planneod it.

Senator RACLIunF. You mean they arranged for it.
Mr. ANimEsoN. Yes, sir. Now, this I)Dtwes plan loanl was not a

League of Nations matter. It was a matter of creditors of Germany.
Our (overnmnent ,t m oilicially, participated byhv seding informally,
you will mrnember, General Dawes and Henry'Robinson, of Los An-
geles, and Owen Young, as the nominal experts, sendilng over some
real experte, G en. Leonard Ayerl and Kemmnerer--bolh of whom I
hope your committee has heard or will hear before this is over.

Senator TACT. Both testified before the IHouse committee.
Mr. AnnrasoN. Now, I have spoken of the British and other pow-

erful nalions attempting to have Germany come immediately to the
gold standard. The British were not qute rady to come back to the
gold standard, and their view was that Germany should go to the
sterling standard and then England would take care both of sterling
and Germany. But neither Washington nor New York was satisfied
with this clause. Oure $10(X,000,000 participation was neessary for the
suesse of the plan.

Senator MwniiN. Before you finjish Dr. Anderson. do you pro-
pose to discuss the relationship of gold to the proposed fund?

Mr. AmNIwv.soN. I shall have something to say about it, and if I do
not siy what you have in mind, then ask me.

Sev ator MTIA.KIN. All riglht.
Mr. ANDaRstoN. Now, I will not go into the details of this, but it was

quietly made clear that Germany should come immediately to the gold
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standard if the loan was to It phated in New York. They wanted
$100.oooo0. All right, that eould be arrangel if Germany carne
iminediately to the gold standard. I cannot prove this. I was in on
the fight at the time and terribly copcrened about it at the time, and
I know that all in N*ew York were greatly concerntdl. Somebody vis-
ited the State D)epartment here in Washington and came backm and

then everablfy was satisfied. My inpression is that Secretery Iughes
quietly li it be known to investnment bankers that European counntlri
wantd this loant tuat the Stale Department wrould nmake no objection
to the loan if Germany came iSmme iiately to the gold standard. I b-
lieve that but catnnot prove it. Anyhow,it was done.

It is easy for the creditor to make his conditions before he lets them
have the money, not afterward. I put that in here with referemnce to

these amendments in tile bill. We are supposed to make some safe-
g uarls, and before tile pro peals that you ask to have presented to the
bmnk and to the fund, and then they can hes made . Tehe bank has to
organize as a going concern. We do not then want to have to say,
"leasiet. wonwt iou lo thies" That is not the way to ake ondit ions.
The Colngress o f the United States is toe resprictable for that. You do
not have to go hat in hand to somebody to whom you have already
lent a billion or more dollars, but tell them first.

The efect of the restoration of sound currency hi Germany was
magical. rthey had been utterly demoralized by the deflation they had
gone through. Business started up innmediateky. There was a strong
boom and full employment. This wao s interpted by a short-lived
crisis in the winter of 192W2a, hut full aitivity and full emplovment
was speedily resumed which carried over into lie international dfilcul-
ties in 1929.

Senator lnT. L N. What was the fall of the mark at the time of the
Dawes plan I

Mr. ANdnEsom'. The mark had been a trillion to one of its old value.
The old vahle was ahbout 2 cents, or 2.3.8 cents, and it went down to
one-t illionth of that. Then the new mark was established at the old
rate, 23.8 cents, as against our old dollar, which was 23.22 grains of fihe

Senator RAlurr. What does a trllion to one mean from the prao-
tial standpoint!

Senator T'rt. It meins practically nothing at all.
Mr. AoNErsoN. No; not nothing at all. lor instance, Felicia bor-

rowed some money at a trillion to one, and then when they had to pay
it back it was embarrassing.

Senator RAmctwn. I can imagine so.
Mr. Anamsox. Yes, air; Bult it was such a costly nightmare that

the German people were ready for anything. And the Austrians were
ready for anything when their crown went down to 14,000 to i, and
the Prench were ready for anything in 1926 when the franc dropped
from 19 to 2 cents. The Frenh people demanded of their deputies that
they get behind a conservative old lawyer who was saying "We will
cut pensions, dismiss public functionaries, raise taxes and save the
French people." The people did not like that before, but when tey
saw the franc going down every day they said, "Yes; we will get
behind him."
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Incidentally I want to say to the radicals. who believe in a nlew sowial
order and who want revolution to comle their way, inflation is not the
way to get it. nlflation drives people back to conservatism, and they
take to i study of arithminetic again. You better protect the dollar if
you want to put I his economic plan into effect.

We did the same tihing with Poland with about $72,000,00(. sending
the HIonorable (Charles S. Dewey over to act as reprisentative of tlhe
creditors and to couintersigD checks. I see that gentleman here in this
room today. Iledid a grandl ob. He deided yently mosLt courteously,
but they did what lie said, and the terms o the contract gave him
adequate power. It might interest you to hear him with reference to
what can he done with small stus of money in stabilizing currency if
yon do it that way.

know thle Britisl problem is a different ,roblem. I na'i not po-
osing to do that here, but the British problerm is not solved by the
ank or by the fumid. i le fund as originally proposed by Kcyjes,

witlh its indefinite capacity for eqpansion, would have absorbed tihe
bloc balances of England. The Morgenthau plea as originalty pro-
posed of $5UOOJMJIJOl was going to absrb thoe blc balances. Then
the revisions can hiter and they began to trim tlhem, cut themo down.
We would Ike lhlck balances up to 14) prceent of the quotas. Then
we found out ini tie sutmeir of 1943 that those bloc bhalanwes were at
least $4,000,00000,0 and growing rapidly, iaid that lookedl pretty inig
for a $5,000,000,000 fund.

Tlieh by the tihe Bretton Wo~dis came out with tle full disclosure,
even Reynes haId to admit it coldn't be done. I believe Professor
Wiliams said yesterday that later it was expected to he 16000.009.
Tqhat was too bfi a job for tbe bank or the fund.

I think, genleienen, I won't use the word charity wherle Britain is
concernTed. liere is a partner in a fight lwho hlas ad glenat trouble. I
thinik we 1Iae g ot to put 1some montey in tlere and not expect to get it
back, not calling it camr itv becwaus that is offensive, not calling it It
loan because it isn't. and it cannot he.

But, here is three billions. see what you can do with it. That is the
figure that Williams thought was about right. See wbat you can do
with it, with three billions. . o and approach your creditors on thbe;O
bloc balances and see what composition you can make with tlhen; se
how much they will se:dle it down; see how much time they will give
you, how much adjoustment of interest rats they will make with you,
and then come back to us with a plan. This plan will involve $3,000-
000,000 from us, part of which you can use in making cash payments
to them to sweeten tle transaction; part of which you will use in itm-
roving your reserve position and in freeiing your exclhane apart

Yrom these old bloc balances. You want a free exchange ing Loidon,
and if in the discussion it develops that tlhree billion is not quite
enough, make it four, but still a gift. I think that Is the picture there.
Britain is our partner in this war. She has speit herself. We hlave
to do it in a businesslike way. Let us study the fig" s. Let us not
give them a blank check, but study the figures and these agreements
before we put our money uip. See wlhat we get on it before we put out
money up.

Senator FaULRnmoT. Mr. Charman, may I ask this quesltion? Are
you going to pursue what happened with these cotuntries? You got
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thn{ them o e gold sandalard. How long dIl they stay therel Tllat is
what 1 was interested in.

Mr. Aniu-meon. Glermany slaved until 1931. just before ithe crack in
lngland. 1dr. ID)ewey, how long did Pioland slay w it her fixed ex-

Ochainge/
Mr. ClAuL:rs S. DEWEY. Until 1939.
Mr. AxoLrsNN. Italy well dowlo just before Gerniany'did. There

as a bhl iangle in tiere. Ilutigaryh iehly out untuil afterier .iany and
Austria got into trouible. Bit it worked.

Senlator Fu IIMT4orT. Not very long.
Mr. A N)lotmsf. TDoer e was a w hole world erash that was due-I

haven't time to go into that slory. I worked thriough it and I lived
'ith it-due to overlending in the 1920's, pomsibly due to our high

tariffs that prevented our foreign debtors from taying us.
Senador FL UAIRIlGT. Do you mean the Snoot-Hawley tariff?
Mr. Axnstco). I am talking about thile Fordey tariff, as tilhe start-

ing point, the 1922 tariff. The Snamoot-Ilawley was tihe finial straw
Ihat set every nation into cornpliciaions, but hbot of them were had.
The chea p money we had in this comtry, the expessive credit in this
eomt¥ry. designed to override the tartif barrier 41 a(d give us foreign
trade m spfite of high tariff was part of it, and then the inadequacy
settled problemt of reparations amnd intelrgovernmenl, debts made a
great deal of tile trouble there.

Senator 'I t. If vuo had had a stabilization fund in 1031 and 193S,
would it have blocked the general world collapse?

Mr. Axinlsox.w No. All it would have done would have beIen to
make scare curlrecy, blocked exchanges, loss foreign trade than there
wvas ald n ore strangulation than there was. It would have done no
good.

Senator TArr. In other words, it would have been wholly inade-
quato to meet a collapse of that kind

Mr. AxinasoN. Oh, it eouldn't, have touched it.
Senator Fmjntnti. Neither a gold standard or any other one was

ad uate.a Mr. AaIsRoN. Sir, when gold is the only instrumentality withwlhich you can pay across inltjrational borders, titere isn't eough gold
in the world. When countries can move fre#ly across international
borders, there is plenty of gold.

I talked in 1929 wit the old head of the Austra-Hungarian Bank
who was thten head of the Hungarian Blank. Popovich. I asked him
how he was going to hold the Hungarian position. He said:

I wtli tell you how I held it oni be.fore for Austra-Hungarla. There was
heavy pressure to pay. I sat bere with) firm discont rates, held the mon4r
market firm, got enough erllt to avolid hankrlpteles, but kteing resure on
them, anmd l{111lnianl tIllber wrent down the Danrbe through the Black Sa to
Ihe Mediterranean ,anld U the Atlantic Coast and became efectlvely competlttn
with Scamndlnavian timber and pald our debts.

Senator RAocLIFF:. Mr. Anderson, what, if anything, would have
saved the situation, do you think, at ,that time, especially insofar as it
may be applicable to present conditions?

Mr. ANDEIusO. In 1929?
Senator RAnemrak. Yes.
Mr. Amwirsoo,. Well, in 1929 we were still strong enough to have

avoided the greatest disasters if we had had tarift reluetions then,
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and if we had avoided the things that followed in the efforts to keep
it going. P]'resident loover's intentions were good when he called the
businesmen and bankers and said, "Don't cut wages, don't cut prices,
increase capital outlay." They took it seriously. I remsmber the old
Frisco Railroad went off and declared a full dividend for the wholea
year to keep up purchasing power. Thereafter, they never paid any-
thing, The Farm Board got in it to hold up the prices of thile wheat,
and everything, despite the immense slump in international commodiy
prices.

TLhere were grave mistakes that followed. The thing we did in 1930
was to renew cheap money, further expansion of Federal Rleserve
credit agninst Government security to make money cheap and make
prosperity. We had done it successfully in 1924 and 1S27. It worked
Ih.oth tlhos times, but when we tried in 1930 finance responded with
some rise in the stock market and some foreign loans, but the business
organization was jaded and could not respond. It went on down.

Senator, I don't know any racetrack where it is iegaried as ethical
to dope the same horse three times. We did that in 1930.

Scnator RArmcnrn. You have conumenled favorahly on our action
in passing the reciprocal trade agreements bill yesterday.

Mr. AmnmnsoN. Yes, sir.
Senator RMnscijsnr. Whbalt else do you think we ought to do to handle

a sil attionl which everybody admits is excedtingiy grave?
Mr. ANnnCstmIoN. I have that iln my proposalB here. I will conec to it.
Senator R ancu. All right; whenever you conme to it.
Senator txrr. Ma, I suggest that Mr, Anderson finish his pre-

pared statenwnt? WXe have so many witnesses and we would like to
get through today. I think the questions should follow that.

Mr. ANoiESON. Small stnms, properly ued, lent omntry by country,
will do the job. A few hundreds of milione properlv usd will sta-
bilize the currencies of Continental Europe. Xot all o them will need
it, It is not easy to see that France or the Netherlands will need it,
for exalnmple.

lus.sia has no stabilization problem at all. Her currency does not
get into the foreign exchange markets. IHer dealings in international a
trade are in terms of dollars or in the currencies of the other coun-
tries with whom she deals. Foreignelr do not hold deposits in Bas-
sian banks which they can sell in tihe foreign exclhanug, markets nor are
the Russians allowed to throw rubles upon the foreign exchange
market.

When Russia does business with us she does it in dollars. If with
Sweden, in Swedish crowns. Russia won't allow foreigners to have
checking aeconnts in Russian banks, which they can sell in the foreign
exchange markets, So that there is no exchange prohlemn there, no

stabilization problem there. It is an anomoly for Russia to be in this
fund. As Mr. Ned Brown very properly points out, an addition which
he very honest ly miakes, what Russia will use this fund for is not
stabilization, but long-term credits, and the fund is certainly in posih
tion to give 1ogtekrm credits for mnaehinery and equipment and things
of that sort. do not say you should not lend to Rtussia. I say you
should not do it in this way.

I am opposed to the whole idea of the International Monetary Fund.
It lends money without proper conditions. It gives quotas to coun-

i i...
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tries whilch 'eed them, and to countries which do not need them. It
gives quotas to e6untries whose finances are deteriorating and to coln-
tries which ale getting on their feet. A false analogy has been made
between these quotas and lines of dildit at tie bank. No bank gives

*lines of credit lbis way.
A line of endit is not one of a set of fixed quotas to a group of

would-be borrowers, good, bad, and indifferent. A line of credit is a
specific understanding with a speific buorrower basei on the facts of
his individual position, and if those facts change the line of credit
is revised. If thie woli-he borrower lies to the bank about his balance
sheet or about his plrofits or any other essential point, the bank may
cancel the line of credit, and if the borrower fails to notify the bank
of any esen tial change in his financial position tihe bank ma cancel
tile line of credit. The quotas under the fund are nothing lie lines
of credit.

A line of credit is a specifice arrangement with a specific customer
based on a careful stu dy of that customer's figures, based on tle
ability of that customier to pay back. They check up with the cus-
tomer once a year in a city bank. Country a s are generally more
geneious. A line of credit is given with the undersAandin thbat the
customer will ikeep tlhem infonned about any other lines of credit he
has with any other bank. All his debts are taken into ameount. All
his asets ae taken into account.

Sound lending is a process in which the creditor makes conditions.
When he is dealing with a strong borrower, lie cannlot make special
conditions, or conrleting lenders will gladly take the loan, but when
be is dealing with an embarrassed borrower, he canl, should, and mnst,
both in his own interests and in thie interests of the borrower, make
conditions that assure the safety of tile loan. The fund puts the
debtors-the borrowers-in control of the lending.

The notion that there will be any proper restraints upon the use
of thie funds under these, conditions is absurd. The fund has very
inadequate and vagmue provisions hi any case for restricting or with-
holding credits within thie quotas, and these vague provisions are to
ble applied by a board of governuors, a majority of whose nmemnbers
represent necesitous borrowers all of whom want to borrow more.
N one if them, will impose adequate restraints upon another simi.-
laly placed lest he invite retaliation when his own country is in-
volved.

I have seen banks ruined when the majority of the board of directors
were impecunious borrowers from the bank, and wanted still more.
I have seern cases of great city banks insisting as a condition for help-
ing a correspondent bank that certain directors get off the board or,
at all events, pay up their loans. But here is country A. The repr-
sentative of crantry A is a pretty good fellow. If lie were just *
banker he would say to country 13, "No, you are not handling your
affairs properly. You canrot borrow any more." But his country
isn't doing so well either, and he knows the next day this fellow is
going to retaliate. Most of these quotas are largely automatic. If
the country represents so and so, you have to go to a country and say,
"You are a liar" in order to withhold credit.

There shnould not be ally fund. If we stabilize the currencies
one by one, the normal operations of the foreign exchange markets
will keep the exchange rates stabilized and no fund is needed.
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You don't need the fund to do that. TIhe exchange rates wi ll take
care of thenmseiles if the inmarkets are free-I mean if the culrrency
is good.

his fumd is erroneously represented as an institution designed to
elimiinate foreign exehan.ge restrictions. Iii the first place, it salle-

olios existiog rest ri tiois foi at least5e yeas In the second
lace, it sanlltioils new restrainits evesn in tile (omit is whici
lavefr ex Ii agi. It proposes to leave exchauges fiee uic on cur-

rent transaetions ind proeoses intelinationual govertnltotal ooperta-
lion to control international capital movements. Now this control of
international capital mlovenents is somaetlhing we never Ltalked about in
the old days of free excha-nges and sund moneys. Tihe problem
arises only wlhen you have a sha]ky curreney that people are a aid of.
Thenf men get frightened and try to get their money out of thle coun-
try. And then rthe government whose unbalanced bldget and whose

abse of redit and currency has caused the money tobecome shaky
begins to blame the people wlio are trying to run away andi begins to
blame f lie foreigners who are tr'ying to ta'ke their funds out of the
country. Thie goverlnent itself created "hot'" noney by minaking
their coumtry a "hot place" for money. The way to avoid "ht"
money is to balance your budget and redeem your currency on demand,
making anD environment where the money cools oil and it wants to
sta.

sThliis plan for international control of capital movements is vicious
in the extrneme It is designed to shelter unsound finance and un-
sound currency policies by international governental cooperation.
The plan will generate "hot" mole. It will create new ner'votisleAs
on the part of every man who has fnds in a foreign country or who
knows how to put funds out of his own country.

This is a cheap-money pian. It is designed to take awia the penal-
ties of cheap money. Ird Keynes has that definitely in his mind.
He wants expansion, expansion, expansion-all over te world.
Keynes' philosophy dorni,,ates this. But excessive credit expansion
is excessve debt cecation. Debts and credit are the same thing. I
have heard my friends in the country, the farmers, talking about agri- t
cultural credit and what a glorious thing it is, and I have heard themr
talking about agricultural debt and what a terrible thing it is.

Senator RATnFVR. Doctor, if you will just give us your text, we are
rather short on time.

Mr. ANDrRtoN. All righit. I will cease to givehomilies.
Senator RA(:LIrFrfE. We will appreciate that. I am afraid we are a

little pushed for time now.
Mr. ANDerasoNi. TIherie are two othler provisions in particular that

will generate "hot" money.
(a)The plan spanctions dmnges in the gold content of the various

countries. They may drop 10 perenet merely on their own inititative,
and they may drop 20 percent unless the fund makes objection within
72 hours. Even th en, as Mr. Edward Brown has admitted in his Clii-
cago Journal of Conmmerce article, there is no reason to expect the

fund to take effetive objection when a powerful country wants to
drop as nuch as 20 percent.

Now this pohibi ity hanging over the markets all the time will
create hot moiey whicl woukl nt otherwise exist. Men will con-
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stantly be waeching, constantly makilg plans to lshift their funds
when they face a chance of a 20 or even a 10 percent loss in their capital.
Freiin deposit s paying 3 to 4 Lper"ent in banks of a country whose
currency may drop 10 percent with no notice, or 20 percent on 72
hours~ notice, are not attractive.

(b) lie second amazing provision which will definitely generate
hot" money is that auIhorizig the fund to declare a currency scame

and authorizing individual countries in that ease to ration out the
scarce currency. It is the dollar which will become sca'c. What if
that happens? Foeign debtors can no longer get dollars with which
to pay America creditors for goods that have been shippedl. No
mIatter how miany francs the French debtor may have hlie cannot use
them to pay. Exchange transactions except alt par are borbidden, both
in France and in the United State%, under the tenrs of the fund.
There will then be a fixed exchange rate. hut tlhre is no exchange
market. In 1910 the American exporter caught with d spriig
francs could at least sell his fracs, take his loss, and pay off his own
debts. Or the French 1 lispotter, obliged to pay dollars, could buy
the dollars at a higher price and pay his debts. This time le is just
blocked. He carnot do anything. He can go baunkrupt through in-
ability to get ally dollaso at all.

A depreciating exchange is nothing like so bad as a blocked ex-
change. It is fexible; it Fives warning in advance. Men faced with
this possibilitv of having their funds frozen Yhv a declaration of scar e
currencies would b constaontly on the lookout'lihaid to get their fundsout of the country where doliars are going to bo scarce before the
declart in comes. That is what this scarce mirency provision cNateY .Thle enrnans had a name for that. I remember the Germans talking
when I was there in 1938 just after Munich; they were still talking
about what they called Addel ech,sel, noble exelhange. That meant
free exchange, pound sterling, the dollar, even the franc. The franc
was pretty weak and fluctuatin, but it was free, but with tie market
you couldn't do anything except as the Government told you. their
were noble exchanges, free exchanges.

* The distinction between current transactions and capital movements
O s impossible in practice. Now bow ean a man get, his fimds out ofa country if capital inoverniets are controlledl ad only crtrent trans-

uctions are freei
There are a multitude of ways. Goods can he shipped out of the

country arnd the pjroeCeds left abroad. You do not need a foreign ex-
change transaction to do it, Or a iuslness having borrowing relations
with banks in New York and in Paris could pay off its New Yorkbanks and increase its borrowings in Paris, which is a means of trans-
terring capital from Paris to New York.

Dr. Valyi told you about a good many ways. He didn't tell you
abont this way: H:re are great American concerns with barrowinug
power both in Enghmd and in t he United States. In 1931 they anticl-
pated a break in the pound sterling. They didn't want to disturb
their English position. but they didn't want to lose onl the pound.
They q(nit borrowing money in New York. They increased theirborrowings in Iondon banks, and then when the pound had broken
they caine on over and borrowed 4 millions in New York to pay for
pornds that would have cost thei. 5 millions before the pould broke.
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They got their capital out There are all sorts of ways of doing it.
If you are goin to control caital movements, you hlave to have a

deee of contro that we would not tolerate in this country, I think,
he devices are so multitudinous that Keynes has admitted in his

original draft of the plan for a clearing aunio that control of capital
movements probably involves control of all foreign exchange tri ns
actions, and I would go further and say that it involves control ox~
all borrowin and onineg transactions by companies doing busineerss
in several countries and of all export and import movements, not to
mention the searching of 1rckera and travelingSbags of every traveller,

and censorship of the mails. This fund plan is very erroneously rep-
resented as a plan for free international transactions.

The I,terniational Bank proposed is also subject to the criticism
that the borrowers dominate it. In a financial institution the lenders
should control. If we are going to lend, and we should lend, let us
do our own lending; let us have an American institution. Let this
American institution go joint account when suitable with foreign
institutions. Let it go 3oint account with private investment bankea.

Incidentally, it is highly desirable that we use private investment
funds as far as possible, rather than Government money, in our finan-
cial aid to Europe. Moreover, it is far easier for private bankers to
negotiate with foreign countries in such a way as to impose proper
conditions than it is for' governm~ent to do it. T'le banker does not
make demands hie expresses isi opinion as to what the irnvestoars of his
country would requ ire, with great courtesy. He raises no diplomatic
issues.

A government raises a diplomatic issue if it criticizes other govenr-
ments' finances. loreover, we might embarrass ourselves. But the
banker can say very simley and very courteously, "Gentlemen, unless
of do so andso I dont tlhink the inivestors ill ily ~lnntry would be
itersted," and he can get his conditions that way. An American

governmental financial institution could very well let investmerit
bankers initiate and originate many propositions, then pass upon them
and decide whether they wish to go oint account.

An American g overnmental institution with adewlnate lending
power wl do what this bank is purported to do: It will facilitate
partly make, or even in some cases wholly make, these stabilization
loans I have been talking about, like we made to Germany, Poland,
Hungary, and so on.

One g'eat vice in both these plans is that the whole thing rests on
new debt rather than on equity money. There is no provision for
equity money. Now, if we have an American governmental institu-
tion, it could join American investment bankers in underwriting-
not guaranteeing-stocks rather than bonds of European industries
for sale to Anerican investors. It is desirable tlhat there should be
American investment companies which put out their own stocks in
this country, and which use their funds in buying a diversification
of European stocks, diversified both by industries and b countries.

Such companies should seek venture capital only. They should
,otify the public that their securities are not for widows and orphans.
But tihe same thing is true of bonds in Europe under existing condi-
tions. Bonds would be good if the countries revive. They won't be
otherwis.~. Stocks would be good if the countries revive and prosper
and not otherwise.
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They had better be equity rather than debt money, as far as possible,
for two reasons.

(1) With'real revival in Europe, the returns would be large to
American investors.

a (2) In bad years Europe will not have to pay any dividends. In

are putting into Europe and it should be pt in in risk form as far as

The total amounts of loans conitemplated to Eulrope, taking into
account the fund, the bank, aid other proposals, are far too great
from the sti tdpont of Europe's ability to repay. European govern-
ments can repay to the extent (a) they can create exess of taes ovear
expenditures in their own country and (b) to the extent they can
triLsfe r these hack to the United States by giving us goods andseriwes. They must 1ay with hams, with b ottles of wine, with diver-
sitied manufactures with shipping sr·vices, with entertaining tourists,
with a multitude oservices. Viewed in this way, it is clear that it isto their interest and to our interest to hold the amounts down to what
can be handled, not by the printing of money, but by the movement
of goods and services. To tile extent that we go beyond this we are
giving charity in the guise of loans, and to the extent that we do this
we are inviting default, repudiation, and international bilter'ness in
tlhe future. Let ns give charity where we must. Let us lend when
we can safely, hut let nvs ablove all realize that we cannot support
Europe.

The big ob of the restoration of Europe is Europe's job. We can
help. It is too big for us, but we can help. I reject the absurd fear

that we can't get other nations to cooperate if we rfuse this pl n.
By the way, none of ther have accepted the plan. Even the experts
are not committed, except as they lave agreed to refer it to their
governments. But if we are prepared to lend money, the borrowers
will certainly cooperate on our terms if these are ri itsonable.We cannot, moreover, amend this measure adeq uately, even assu,,-
ing that we want to go on with it in thle way wih (thtis bill proposes.

'11e l uill has tried to protect the framework of the Bretton Wooeds
lroposals. The proposals themselves, even if we wis to ise then,imust be changed. Even the modest ceanaes which the bill seeks to
accumplish canlot surely be obtained. We put our mne y in firstunder tlhis bill, and then afterwards ask them to change the plan.
That is no way to lend money.

But there are further major tekd nieal vices in the measure asdrawn. One which I would emphasize strongly is that the fund
proposes to use only central banks and stabiliation funds in its trans-actions. We are apt to use reservoir money in making foreign loans.Our reserve money sqould he the last money .sed for that purpose.
not the firt. a Te desitramblew t make foreign loans is with hives-tores' money, or, if thi e Governent is going to do it, with aXpayers'
yonely. w eant d, in fonoign exSolrne t·ransactions short-run talsac-tions, commercial banking money should be used. The worst way is
to use reserve money.

Now, there are several kinds of money. The kind of money you
want for a long-term foreign loan is investors' money, or, if the
Government is going to make it, taxpayers' money. The kind of money
you want for sort transactilons, quick turn-over is commercial bank
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money. The last money you use should be reserve imoney from the
tabilization fund. Wheln you use that it comes right back to increase

thie member bank's reserves, It is highly inflationary in this country,
highly inflautionary It is the worst form in whielc to isue credit.
It increases the mlember bank's reserves and makes it possible for
them to have multiple expansion of credit.

When payments are made out of the Fiederal Reserve bank to the
fund, the dollars come tack into the reserves of our member banks,
increasing our? bsank eresrves, makin-g our money rates easier in
the United States--making it easier to lend at home because we have
lent abroad. This is vieious. The tr side of it is that when France
borrows from the fund, putting francs into the fund to provide dol-
lars for a Freneh importer, tins means pavynenls of francs into the
Bank of France frorm French commercial banks, tightening the money

imarkets of France.
The French importers' money as got to come out of tile commercial

banks, the Credit Lyonnais, and so on,into the Bank of France, pulling
down the reserves of the commercial lbnks, tightening the French
money market at the very minute FBrance is getting a loan. It is just
techimcally cockeyed.

Every foreign gexcange transaction of the fl nd makes unne'cesary
money market complications in every country involved. This is tech-
nically vicious. If the fund is going to operate in the foreign exa-
ehangen markets, it should deal with the market as a whole, and should
make large use of the deposits in commercial banks rather than of
central banks.

But the whole plan is vicious, artificial, self-defeating.
In summary I reject bohl, the bank and the fund. I propose instead

an American institution which, cooperating where feasible witl other
institutions, s]all make necssary loans, shall enlgage in ncmesarY un-
derwriting of equities ard, above all, shall make stabilization loans
to individul countries, one at a time. putting gold into their central
banks on conditions of budget balancing and gold stabilization with,
where necessary supervision of the uses to whieh the funds are put.

Senator rneanI . Are there anlly other qiestions
Senator MnljI.. Mr. Chairman, I would like to have Dr. Ander-

son give his opinion onil whether silver could serve any useful function
in the fund.

Mr. AsuatsoN. No. sir; I think it could not.
Senator MnIfi mIN. Would you mind saying whyl
Mr. Anso Silve las ceased to he--long since eceasd to beinter-

national money. If you had put this question to me in Alexander
Hamilton's time, if you put it to me as late as 184, I should have
answered yes.

Senalor MrILLKIN. Could it be reonstituted as international
money,since it is used by so many people as money in so many places?

Mr. Awniz:soN. It sed to be the money of China until silver legis-
lation in this country broke the silver standard in China. I think it
is not now the money of any important country.

Senator MujAIKIN. We hmve been exporting silver to India.
Mr. Alrnnsos. Silver is not a standard in India. Silver is used

by the people in their private hoards in the form of bangles, but it is
not standard money.
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Senator M ltATx. I am driving to the point of a reconstitution of
a silver standard money, in view of the faet that in Indis, for example,
it is coin that people know about.

Mr. AspEtos. Not coin.
Senator MllARlKIN. Well, I mean we have sent oulr own silver to

Ind awhich las been piut into Indian form and, according to Treasury
re orts has served a very useful purpose.

Mr. Axonmsox. It is serving a useful purpose, but I don't think it
has gone into coin, I don't think it is cre¢lating. I think it is the
rupee that is in circulation The silver is in the form of bangles and
earrings, and things that people wear.

Senatr MImLKniS. That is exactly what has happened. It is so
xaluable when it is pumt into ciculatmion it ilmmediately reflects itself
in lockets and bangles and earrings and the hoards of the great Indian
princesses.

Senattor Ft iiRwtlir. Tlihat encolurages vanily and frivolity , dbesn't
it? It encoutrages them to uitse bangles and thilngs. It is very bad for
their morals, isn't it?

Mr. A ;irno)N. It does not reflect the frivolity or the vanity of a
person. hut tihe value of a person. The value of a person is irdieeated
by the amount of silver he earries on his person.

Senator MVllrmIN. The princes put silver in their private hoards.
Mr. AxnlDsow. That is more the peasants than the princes. The

princes take gold in preference.
Senator MlTLTI*is. You have said that in times of great stress there

isn't enough gold to sustain the gold standard.
Mr. Alpnislso. No; 1 said vwhen goods could not be moved across

borders.
Senator MnLiars, It is at those times that the world needs a hard

money basis more than at, ally other time.
Mr. Anmaso. No; mly point was that they blamed gold where

they should have blamed the sudden closing of markets so the debts
could not he paid.

a linlm Ror Ir:], . Are there any olher questions?
Senator MILTiAK&. I haven't finished; but , agree, Mr. Chairman,

it would take a long time to finish, and I don't want to impose on
your time.

Senator RADlClFF. Well, your statemient would be very interesting,
no matter how long it is.

Senator MJaiLrT. Well, I would like to nask tile witness what he
thinks of the sohone of the fund so far as the part played by gold is
conlernled.

Mr. Axrmnxsov. I don't like it. It is not the mgold standard. It is
left op)en Io break 10 percent or 2o pevent, or more. It doesn't create
that certainty which is a prerequisite.

Senator MTTaTRKIN. It is a sor't of shifting reference point, as it
were.

Mr. ANDoUsoN. Enough to make "hot" money all over the world,
enough to make people constantly apprehensive and crelate the very
tiring they are trying to stop. I want fixed rates on gold. That is rle
of my objaetions to the fund.

Senator Tam', The evaluation provision under section 4, in other
words?
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Mr. ANonsowm. Yes.
Senator Fusuroar. Is it fair to say you would like to follow in

general the procedure we followed after the last war?
Mr. ANostoSN. With the great exception that I don't want hanging

over the world a great body of international debts, and I don't want
the United States to raise tariffs.

Senator Fuannoarr. We are agreed on the tariff.
Mr. ANvrasrn. And with the third exception that I don't want a

repetition-and I am terribly apprehensive of what we are doing
now-I don't want cheap money, with a flight of capital coming out
of the savings of the people and of the corporations, not out of the
banks, marking up credits on books. We did too nmuch of that then
and we have been doing it so vastly more in this war that I am scun*
to death.

Senator Raocxna. Dr. Anderson, we are indebted to you for a very
graphic presentation, Thank you very emuch indeed.

Mr. ANDresore Thank you. May I qualify that still further by
saying I want to do what we did na fter the last war. beginiiig in 1923,
with these stalzliztiioni programs, not what we did in 1020,

Senator Fvamtnr . Yes; I understand that.
The CHAIRMAN. Is Dr. leckhart here?

STATEMENT OF B. H. BECKHART, DIRECTOR OF RESEARCH,
CHASE NATIONAL BANK, NEW YORK, N. Y.

Senator RAucirF:. Dr. Beckhlart, will you make a st&tement about
yonrself

Mr. B:cixAtrr. I am profeor of banking at Columbia University
sland also director of researclh at the Chase National Bank. I should,
by way of introductlion, state that I am appearing here in my personal
capa'fity and that whatever views or observations I make do not neces-
sarily irefleet the opinions of the insltituitions with, which I am asso-
tinted.

Senator lfrujistN. If they should coincide that would be merely
coincidintal t

Mr. BrcKnAnr. That would be merely coincidental.
Mr. Chairman. I have been asked to comment on II. R. 3314, citod as

the Bretton Woods Agreements Act. This hill authorizes the Presi-
dent of the United States to aepet memberslhip for the ThUnited States
in the International Monetary Fund and in the International Bank
for Reconstruction and Devlopment. Membership is to be based
on the articles of agreement as set forth in the final act of the United
Niations Monetary and Financial Conference dated July 22, 1944, and
deposited in the archives of tile Department of State. After com-
ment ing on certain sections of H. R. 3314. I should like to present an
analysis of the Internationel Monetary Fund and finally submit an
alternative approach.

Mv comments nrlative to H. RI 3814 will he confined to sections 5,
10. 12, 13, and 14. Section 5 stipulates that approval by this country
of certain actions in connection with the fund and the bank require
specifie authorization of the Congretss. One of these has to do with
changes in the par value of the American dollar. Congressional con-
rol over the par value of the dollar is rendered somrewhat obscure,
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however, by the existence of sections 8 and 9 of the Gold Reserve Act
of 1l84, which allows the Secretary of the Treasury, with the per-
mission of the President, to buy and sell gold at any price he may
deem most advantageonus to the public interest, any law concerninga fthe maintenlance of the parity to the contrary notwithstanding. Inorder to make congressional authority unequovical, I would suggest
the repeal of these sections in the Gold Reserve Act.

Senlator TI A. Do you mean section 5, article VY
Mr. BlExnaA. I am referring now to the enabling act, to H. R.

&314. Section 5, stipulates that-
Unlos, Congrelss by law authories s uch actions, neither the President nor any

Pwron inor agency hall on hibehalf of the Unlted Satates rietu or consent to any
change in the qota of the United State, under arlle 111, t cetera; props or
agree to any chaelp ii hil par value of the United States dollar nnr narticle IV,
et etera; or ipirove any ge.eri.l changel il lar ,aml under article IV, slion 7.

Section 10 of H. R, 3314 exempts from the provisions of the Johnson
Act of 1934 those countries which accept and maintain nmembership in
both the International Monetary Fund and the Internatianal Bank for
teconstriuction and Development. fiThe purtiose is to induce nations

which are in default oiln eItr obli Ia ions to lie United States to join
and rimd inin the fumlnd aid tie bank I ii y olinion, the Jolson Actshould be repealed outright and its application or lack of application
should not he contingent lloin memberslhip or contlinuance of nemiber-
shi iv the fund and the bank.

etrion 12! of ithe proposed silatutg provides that lupon aceeptance
by the United States of membership in, nd the establih lWnt of, the
fund and the bank ,ikspectively, the inmuritienis pn ,rivil ges e nunmer-
ated in the first sentence in seetion2 (b) , article X'II, and i sections
2 to 9, inclusive, of article IX of the articles of agreement of thie funid,
and of section 5 (i) of article VI and of sections 2 to 9, inclusive, of
article VII of the articles of agreement of the bank, shall have full
force and effect in the United States and its 'lerritories and possessions,
from the time the United States accepts menmbership. The first sen-
tence of section 92 (b) of article VIII of the fund agreement reads as
f ollows:

EIcanL e.ol.traclets which lu'o..-e the ,urrency ot anly mi nLr aid which are
eolntrry to the exchatgn cotoiil regulations of that tiember mintaindlll or
Inpopd m Omist[rii [y 4iti this agran)menr, shalli be unenfore table in whe territories
of anly eolber.

I behieve that careful attention should be given to the constitution-
alty of that part icula, provision. It also seems to me that its enforce-
inent might inltire a review of all exchange transactions.

Senator TArr, Wait a minute. That is article VIII or article IX{
Mr. BWKanHAr. That is article VIII, Selnator Tift; article VIII,

section 2 (b). It is on page 15 of the United Slates Treasury release.
Senator Talr. What specifically would happen? What is the spe-

cific application of 2 (b) I
Mr. BEctimtAT. The specific application of 2 lb(h) is that foreign ex-

change decrees rules and regulations of other countries are given legal
effect in the United States.

Senator Mrutla. And that interferes with the constitutional right
of Congress to keep control of the value of our money and of foreign
money.
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Mr. BECKHIAn:. I jun just raising the question. Senator, regarding
the constitutionality of this particular provision.

Stenator Minaltn. It might interfere with the constitutional power
of Congress to re late coummerce.

Senator Tnr. 'ould you give me a sptcifie case asan example of
what would actually happen?

Mr. BEICrAIItr. Well, exchange contracts which are entered into in
the United States, exchange contracts involving importers arnd exort-
es and American hankers, shall be unenfolrcable in the United States
if tho.e contracts are contrary to the exchlange control regulations of
any melnlbe nation.

Senaior TAT. Olh, I see. You may make a contract with a Frenchll-
maln I and if France then comes along under the scarce currency or
otherwise, under article XIV, and puts in exchange controls, that
contraect is illegal in this country.

Mr. BrcKTmwr. It is unenforceable in tile United States. Tile only
point I am raisingis that I believe careful conideration might be given
to the constitutionality of that particularprovision which would make
utilnflreablle a contract in the United States if contrnry to the ex-
cnige (controls of other countries.

Selntor TAor. Although they are wholly to be performed within
the United States?

Mr. BEanART. Allthough wholly to lie erformed within thile United
States; yes. Also, I believe that the enforcemen of this Ipartiular
provismio of tile articles of agreement of the Mfoietary Fond would 1,e-
qu lire a review of all exchange transctions by the Treasury or the
Federal Reserve bank.

Thile next two sertions I want to call attention to are sections 13 and
14. These are in the nature of directives to United Status Irepre-
sentatlives onil the hbik and fund to seek interpretations concerning
certain powers of each institution and, if need be, to propose andl sup-
iort. certain amendments. Contrary to a mistaken popular impres-

sion, thlese sections ue not anlmendments to the articles of agreement
of either the bank or fund. They are simply directives to tile Ameri-
can rep'sec tto tins and directi:es which they will endeavor to ful-
fill after this Nation has becomne a member of the bank and fund and
after it has made the stipulated payments to each.

The next part of my statement bhs to do with the question of a
comanitmioe l I just want to state briefly, of coulrse, the obvious pinut
that the United Stiltes has no, c nmmitmentk as yet relative to the fund
or tile bank. Both institutions may be considered on their merits, and
the question of adoptlion or rejection should be considered entirely
Ipon the merits of each institution.

Senator TAt. In fact. we ate invited to. aren't we?
As I r-member, the act says that all the Brtton Woods Conference

did was to comit themn to the consilderation of the governmen.ts and1
tile poplhs of each country.

C Kr. B [XKFARtJ. FThit is tight. Lord Keynes made thlat quite dlear
in his remarks before the Bretton Woods Conference, where he said:

So far as the Untied Kllingdon dlegnuaion Is neerned, we, In reammdn with
all other delegations, reserv e the opinlo of our Government on the adremeit u.

406



BRETTOX WOODS AIGREKEMENTS ACT

8 whole and every part of It. The while of our plnsedlig Is aId referendawl
to our governments, who irm at the prlent stige l[ no way onlnitted to any-
thing.

In extending the invitation to tile participating governments to

* t en the Bretton Woods Confierence, President Roosevelt stated

ite agrl mene t by the Conere Oltpn definie pl[ryivoNl] wll ,nt be binfldg
either ... O.ally or Iegal oi 011 th gtoernIl'[I}11l represeindte hil will be roerrsd
to the rl''ctive go..cr.nrl.es fO'r ]duoolln Of rojdtion.

In addition to this blanket reservation onil the entire agreemllents,
several delegations entered specific statemeonts. Tlhse nations were
tile delegations of Auistralia, India, Iran, Peru, the Union of So-
cialist Soviet Republices, the United Kingdom, and the French delega-
tin Thile question of the adoptioan or rejection of tile proposals can
he considered enlirely on their merits. There is no monral or legal
obligation on the part of any nation to accept them. The fundamental
juestion to decide concernim the find and the bank is whether each

er t.ononmically sound and wahelllther each. over the long run, will pro-
lnit international good will and cooperation.

Now, M[r. Chairman, if I may, I would like to get to the heart of
lily subject, which is the International Monetary Fund.

Students of the subject are agreed that an international credit or-
4ganzation is needed to facilitate discussion of and to promote action

reslsxeting, internationalmnonetary problems. ?tudents are also .areed
as to the desirability of genuine exchange stability and of the elimi-
nation of exchange controls. Tihe (lentio, at issue is whether the
plroposed International Monetary Fund will suceeed over the Ion
irunl in furthering international currency stability and international
mionctary coo eration. II, nmy opinion, the proposed lintenational
Monetary Fund will not aceomplish these particular puros es. My
reasonis for this conclusion 'can be sumnmarizedI as follows:

The purposes of the fund are divelne and the objectives hlcon-
sistent.

The listed objectives of the fund lack the singleness of purpose and
* indertnal consistency essential to its stiectk One does not know, for
e(xample, whether the fird is to concentrate on currency stabilization
or econlomie development. Bath are given emphoais in the introduc-
tory article of the agrenenlt. Ils dial nature, mrsulting from an
attempt to fuse the Kjeynes anid White plians, accounts for its obscuri-
ties of language al augll ill for its scIess.

In hiis testihony before tie Banking and Currency Committee of
the Hleuse of Relmprsentativ es. March 12, 1,. Mr. Harry D. White,
as.istant to thle Seretary of the riieasl'ly, is quoted as sttating that a
"stabilization fund exists in order to meet emergenies" The emer-
genies e cited wers thoe rising from crop failre end war, He
said that the war had left countries with their fatotries destroyed and
inventories depleted and that, in consequence, a stabilization fund was
required. But would such Use of tile Ihtormntional Monetary Fund
be co.nsistent with article XIV, section 1, of the articles of agreementu

The International Monetlary Flnd is specifically enjoined from
conduti nl g Iwo types of operalions, either to meet a large or susiried
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outflow of capital: or to providle facilities for relief or reconstruction,
or to deal with international indebtedness arising out of the war.

Senator Tar. Mr. Beckhlart, Mr. White testililed before this com-
mittee that in his opinion Russia, for instance, could draw O00,009,000
a year for the reconstruction of plains and factories destroyed in theo
war, backing tip the opinion of Mr. Edward E. Brown as to what W
Rusia was going to do, in the article that was published. ]How can
that position be reconciled with the express exception of relief and
rehabilitationr from the purposes of thie filndo

Mr. BEICKIARn. To re peat what 1)r. Anderson said, there is no
economic reason why Russia slhiould he a mmnrber of a stabil ization
fund. lThe Russisan ruble is conltrolled con pktetoly h Russia%' control
of foreign tlade. The Russian rhble is a bookkeeping device set n
by the Rssi an Governllrlent alnd has no par'ticunlar (e0otomie sibgim-
eance. Russia's ne(l for credit is for hmg-term credit and for credit
to rebuild Russian industries. If Russia is to use the Monetary Fund
for the purpose of importing capital goods, as Mr. Brown indicat4ld

ihe plhmnned to do in the article which he wrote for the Journal of
Busime.s of the University of Chicago, I think that such use would be
contrary to the generally accepted purposes of Silh all aI lTagemeent.
But so ar ats I van determine therem is nothing in the agreement which
would prohibit RIussia fromn so using the fluld although it would be
Contha ry to the general priniciples of a stabilizatiton fumid.

Your question, Senator aIfl. I think, -gie era *njlasis to the oh-
sCUrities of prose of the International Monetary Fund. If the
hiternational Monetary Fund were to be used solel for the purpose

of stabilizatio, the fund could be reduced greatlyin size. It could
hbe nadoa gol fund and reduced to about $,000,OC00. If the fund
is to he used for the plnrose of ecwonoic development, no fund, how-
ever large, would probably suiiee for that particular purpose.

In a study issued somnetine ago by the Treasury Department the
point was niaic that in manv reapects an ideal stabilizatio i fuld would
he a gold fund. An idealstabiliation fund would begolgld fund,
and if the inl is to confi ne itself to enrrenev stabilization. it could
be greatly reducdl ini size and made a gold fund,.

Respecting t he obscurities in the ]anuagne and meaning of the agree-W
ment, I shah refer to a stateilent made by Sir John Anderson, Chan-
celor of the British Exchequer, in which he dscribed the articles of
agreement of the International Monetary Fund as a "difficult doeu-

/net inevitably long amd technical," and stated that it contained
se ohscurintiesof language" l w hich ha led to misunderstanding

and which must be clarified.
Incidentally, none of the other countries have accepted the fund

or the hank. They aire all awaiting the action of the Uinited States.
An example of an obscurity is the phrase "fundamental disequi-

librium/" A member is not to propose a change in the par value of
itscurrency excepttocorrecta "fundamental disequilibrium" (art. IV,
sec. 5 (a)). What is a fundamental disequilibrium? The agreement
gives no definition. Prof. Gottfried Haberler, of Harvarlrd University,
points (out the term is not susceptible to easy definitimn. And yet vital
practical policies rest on the particular definition selectedl.

Senator RADCIFFI. Wouldn't the discretion be in the fund in that
case
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r BmCHRAr. Later on I again quote Sir John Anderson to thelteet that in his opinion the definition of this particular phrase restswithin the province of each member nation and that ia member
nation comes to the fnd and states to the fund it is confrontsd with
a fundamental diseLquilibrium, that the fund is then obligated to acceptatbe statement of tJhe member nation and to permit the adjusntment inW exchange rates requested. te term is a very dilicult one to define
There is no accepted definition ani I think that the fud would have
to rely upon tile repreantations made by a particular nation.

Senator RADCLIyE. You Imear any alegations by a nation would
have to be atephted bK the fund as conclusivel

Mr. B1acKtalr. lhat is the statement made by the British Chan-
celor of the Excheqluer.

Senator RADncLIr. Thlat seems rather sweeping in view of tile lan-
guage of the section.

Senator TFIn. Whether it is right or not, it shows exactly whlat
England proposes to do. so it comes down to a question of whether
you throw England out and alrck thile fund.

Senator IRACLt~nz. Any member can put any interpretation it
wants on the language and 'et our, but I don't believe iltt is a very
sensible approach to thie pro rm.

Mr. lBscnITARTi. I think, Senator, that the fund will be inclined toaetpt the allkgations of memblier iiatios by reason of the great difli-clty of definin tile the ar "fimdatmental diseqnilibriunm'' and by virtue
of the groat difficulty in setting up alpy quntitative crieterion whether
a eountry is confrilonted by fundamental disequilibrium or not.

Senator RADciFr'. 'hat is probably so, but still thile fund would
have the discretion.

Senator TAn. The discretion of a board controlled by the debtors
themselves, all of whom ale suffering some fu ndamental disequi-
librium.

Mr. BRWitA.aR. Fundamental disteuilibrium is a disease which
tenls to spread very rapidly from nation to nation. After one nation
bas depreciated its eurrneny, it spreads very rapidly.

'ile next point has to do witb the fact that the fund is a conglom-erate of local currencies. T'e londable assets approximnate 4 billion,
as opposed to total quotas of $8,0,000,OQ .

It is estimated that the United States and other nations will con-
tribute the following sums to the gold and currency portions of the
fund:

Estimated gold and local currency contributions to the fund-in
millions of dollars:

Conttried On L i ' r otat

itl e sat . 02--------- ----------OthelraOs ... .................

------------................ -- i& g, fl,

No nation need have any diffieultT in mec4ing its contribution tothe fund in the form of local currences, which can be created at will.
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It needs to be bbrne in nmind that local currencies can be spent only

in the nation of issue, francs in France rubles in Russia, et cetera
Often the noSseSor of local currnc es, Rugssian rubles for example,
can sp)end t}e currency only if he has a ration card or export license·

Although the total quotas in the fund canie to $8,00X0(),0,4XI0 hold-
ings of gold plus tl~ose crreniecs in greatst demanid--thbe/ nable
arotes-- wdll probably, nt exceed 4 hillion. The lnted States supplies '

about 70 perenit of tlie irad's lendable assets.
Senator IrtuUOmTI. We were told the other day that the~s eurren-

terms of the agreement. Isn~t that true?
Mr. Iloxlinlrrt. Crreneies lqmp l by ihe fund ate not subject to

, '~~~f
foreign exchange restrictions, hut on the other hand, Ml. Senaitor, if
one posessed Russian rubles pnirchased from the f,}nd he would nave
to receiwe tle permisison of tht Rutssi in Goernnunt to eport corm-
m,*lities.

Now the pre old be a very technical one. Even if there were
no control over the particuiar ciurrency from tile point of view of
foreign-exehangle controls the Nation minght lhaippen to have trade
controls which make it ncssary to receive an, export license before

urrency can ibe spent within a partieular nation. Tlle same thin
would apply to tourist expenditures, that is, a tourist desiring to spend
any particular currency in any particular nation would, of course,
have to receive the visa of that natioln.

The credit operations of the fnd are ot related to onomic need.
Quotas deterrmie the net borrowing power of member nations, and for
this lrason, certain countries at Bretto, WVoods endeavored to secure
the nmax imm possible amomnt. The results in saome instances, aeeord-
inc to 'The EconomisftLdon-were ludimrous.

Particularly is this true of the quotas wlieh were assigned to China
and Russia, the Russian qutna being only slightly le thall, tthe British
quota despite the fact that Russian teane has taeer been particulnrly
important relative to British trade; the Chinese quota being twice tlhe
quota of Holland despite the fact that the foreign trade of China has
ever been importalt relative to the foreifn trade of Holland.

Conversely nations endeavored to re}tice capital suL~eriiptions ·
to the International Bank for Reconstruction and Development.
Latin-Americae ecrmturies as a whole subcrihed $154,000,000 less to
the bank then the fund and six other nations an aggregate of $40,-
(}00,0110 less. Canada Mibscrihed $25,000,000 more to the bank than to
the fund; China, $50,000,(D) and the United Stetes, 4S5.000,000.
Dr. White was quoted as statng to the committee on Banking and
Currncy of the houeo of Representatives on March 7, W45, that "par-
tipation in the bank means sometihing quite different thain the par-
tieipation in tie fund." Subscription to the bank, he explained, was a
pure liabilitv

The point'that I really want to make at this juneture is that no in-
ternational credit ageny can operate successfully unless its loans are
PIilored to the specific credit needs. of the bmorrowing nations.
What, for example, are the credit needs of the members of the Intenma-
tional Mfonetary Fund? What are the requirements ef England for
foreign credit in the immediate postwar period, a point which I deal
with later onl? Willranee, in view of her large gold holdings need a
stabilization loanl WhaV t are the Frelch needs for foreign credits?
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Does Russia-a point I raised earlier-need a stabilization loan Are
not her needs for long-torm credit?

In general, the quotas are not related to need or to capacity to repay
and bence cannot be compared to lhies of credit established by coin-Cmercial banks, which are based upon a careful review and appraisal

V of all relevalt financial and economic data, in which not only the
need for funds, but also the ability of the borrower to repay is taken
into consideration.

No international credit ageney such as thile International Monetary
Fund, can operate successfully unless loans are tailored to the specific
credit needs of borrowing nations and unless careful study is given
to the nature of those borrowing requirentets. Some of the_ roblems
involved become apparent by raising a few questions. Vat, for
example, are the requirements of England for foreignl credits, and
in particular, for dollar credits in the immediate postwar period?
Will Frane, in view of her large gold holdin s, rolLiire an exlernal
loan for stabilization purposes? Unlike tte British situation,
F1rance's monetary problens are internal rather than external. The
stabilihation of the 'ane would s;eenm to be a matter largely of checking
internal intlatiout To cite still a third case, does Russia, in view of
her economic system and of the controls she has imposed over her
foreign trade, stand ill need of a stabilization loan? The external
foreign exchange value of the ruble has little, if any, economic sig-
nilicance. Russia's needs would have to do with long-term credits
of a, investment character.

The needs of each nation should receive careful study and the credits
extended should be geared to those needs. There is no such thing as
a general stabilization problem. Conditions and requirements vary
greatly from nation to nation.

Thd credit operations of the fund are so automatic in character that
no assurance is given that its resoumrcs will be used productively.

A member purcheasing currency from thile fund must represent that
such purchases are consistent with the purposes of the plan. These
pnlrposes, however, are very broad arid even this requirement ablong
with all other restrietive provisions in article V, section 3 (a) maybe waived by tlhe fund in its discretion.

The only transactions specifically prohibited are that the fund my
not be used "to meet a large or sustained outflow of capital" (art. Vl
sec. I (a) or "to provide facilities for relief or reconstruction or to
deal with international indebtedness arising out of the war" (art.
XIV, sec. 1). IHowever, unless thile fund finances specific transactions
instead of a general passive balance of payments, as is its purpose,
there is no assurance that it will not be used directly or indirectly for
the above purposes.

Presumably only after a series of transactions have taken place can
the fund, after some delay, limit or deny the use of its resources to a
member nation. The burden of proof rests on the fund to show that
its resources liead been misused. This will be difficult to demonstrate
inasmuch as the fund finances general debit balances rather than spe-
cific transactions, and, in any event, the use of the fund's resourcx by a
large power will probably not be chliallenged.

The credit operations of thile fund are witlhout time limit.
It was the effort to remedy this defeat in part that led to the inser-

tion of section 14 in H. R. 8814.
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In testifying before the Comnmittee on Banking and Currency of
the House of Rpresentatives (March 12, 1945) Mr. Harry D. White
is reported to have said that it would not only be perfectly legitimate
but it would be expected if nations, making net sales of their own
currencies to the fund, did not repurchaso their currenies until afterml
the expiration of 5, 6, or 7 years. One of the things treasuries and!
central banks have learned over the past 20 years, he declared is that
many years niay elapse before a nation's international balance of
payments is in balance. But surely loans for the period of time
envisaged carlnotbe defined as "short term.'

According to one of the American delegates to the Bretton Woods
Conference, Russia will probably use the frnd to purchase capital
goods. If this proves to be the case the fund can scarcely be termed
a revolving one from wbich natirfa are "to meet temporary shortages."

It seems to me that that agabi exemplifies the obscurity of purpose
of the International Monetary Fund and confuses the functions of
stabilization credit with the functions of investment credit.

The advocates of the fund point to the interest rate and recapture
provisiaons of the agreement as devices to force borrowing nations to
repay loans. Interest rates begin at a low level, prdgress slowly, and
would not deter excessive borrowings.

Assuming that a nation exercises it full net borrowing rights each
year, and assuming that it does not fall subject to the repurchase pro-
visions, it would take 5 years for the over-all rate-exduding the serv-
ice charge-to reach 21/h percent, 8 years to reach 4 percent, and 10
years to reach 5 percent, after which the fund could fix rates at its dis-
cretion. Not until the rate applicable to any bracket has reached 4
percent are the fund and the member nation directed to consider
means by which the fund's holdings of its currency can be reduced.

The recapture provisions are subjlct to exceptions and do not apply
to nations whose monetary reserves are less than their quotas and
would not prove particularly effective except in the case of those
nations developing an active balance of payments. These proisions
would not affect to any marked degree those nations likely to make
greatest use of the resources of the fund.

Russia is given a broad exemption from the recapture provisions for
the first 5 years of the operation of the fund.

Senator Tart. Why Is that true

newly mined in Russia for 5 years after the agreement goes into efect,
could not be considered as part of the monetary reserves of Russia,
Russia is not mentioned specifically. Let me read you Schedule B,
article 4, of the Internatioml Monetary Fund.

In the ease of members whose mettopolitan territories have been occupied by
tbe enemy, gold newly produed during the 5 years after the entry into fore
of this agreement from mines located within their metropolitan territories, shall
not be Inclided in cjmmputatlons of their monetary reserves or of ihcreaseI in
their monetary reserves.

That has the effect of exempting RuLsia to that extent from the
recapture provisions of the plan for that period of time.

Senator TAr'. You mean it does not apply to South Africa, but it
must have been put in particularly for Russia?

Mr. BrOclmtAfr It must have specific application to Russia.
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Senator TArr. So that they would not have to repay, or might not
have to repay any money that had been drawn downi

Mr. Bl:CmHAnT. As Russia is the only important gold-producing
* nation whose territory has been occupied by the enemy.

Senator MnsarxN. Is that the language, "oecupied by the enemy"?Mr. BEoCnAlrr. Occupied by the enaemy. Yes; that is the language
of the agreement.

Shnator TArt. I figured up the interest rate. As I make it, at the
end of 5 years a natton that borrowed '25 percent every year, as fast
as it could, they would oldy pay up to 3¼ percent on the average at
the end of 5 years. It would go up only half of 1 percent each year
after that, so that at the end of the 7-year period they would be paying
4%/y percent.Mr. BccKHaaT. My computations reach even a lower level of biter-
est rates. Those particular provisions are difficult to interpret.

Senator bIuKIN. Mr. Chairman, I should like to ask what was
the purpose of that exemption to Russia and the Philippines .Mr. BECnKART.Y Well, the exemption, I presume, was inserted in theagreement in order to confer a special benelit on Rusia-that is,
Rassia doubtless was the country in mind rather· than the Philippnesa
She will lhave additional fire gold with which she can buy dollars.'Senator Tam. That is, that the newly mined gold instead of being
required to be used to pay back to the fund to make that short-tenn
transaction, may be used to go out and buy goods directly in the world
market?

Mr. IBcgl~ m, Yes; if Russia's monetary reiserve for example, were
greater than her quota by reason of newly mined gold, then it wouldtake 8 years for Russia to exhaust her quota in the fund. Whereas,
if by reason of this exemption her monetary reserves are less than
berquota, shecould exhanst her uota in 4 ea and, in addition, make
use of newly minied gold to buy orelgn e.xchang. So it gives Russia
additional access to foreign markets.

lThe point I want to make in connection with the recapture provi-
sions is that they do not, in reality, apply to nations making greatestw use of the fund, that is, the exchange-poor nations as Professor Wil-hnams described them yestenrday. hey would apply ve!y effectively
only to those nations which are developing an active balance of pay-
menhts and hence would not need to make use of the fund. So, to tleextent nations are making use of the fund they are not under tle
same pressure to repay their borrowings,

T'he virtually automatic character of the credit operations of the
fund preclude it from influencing internal monetary policy.

True exchange stability presupposes and rests upon the stability ofinternal price levels. To achieve internal stability, inflation which
is now taking place in all nations would of necessity have to be checked.
The International Monetary Fund is given no power to interfere with
or to make recommendations concerning the domestic monetary andfinancial policies of member nations. In fact, it is enjoined from rais-
ing questions concerning the domestic social or political policies"
of those member nations requesting a change in exchange rates (art.
IV, sec. 5 ()), and yet such policies are almost always interrelated

In the loans which it sponsored after the last war, the Economic
Conmmittee of the League of Nations found by experience that credits
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granted were soon dissipated unless the borrowing nation undertook
to balance its budget and otherwise rectify its internal finnces.

Senator RAncLwn It would Ihave some choice whether or not to
make loans, wouldn't it? And wouldnt that carry with it some au-
thority to do somethingt If there is any exerise of power at all, it
¢e~mtiny ctarri,~ wii it some ixhkeren rig3ht to xpLress 8 o'ila1ol
or to have some ideas or to do something betore it mialteos s i xtidsioxi.

Mr. BECKIAUT. The point I am trying to maoke bere is that the loans
are virtually of an automnahec llnrater. The member nations have
an automatic right to credit. The lothis granted must be within the
purposes of the ageemenqt, but these purposes are very bbroad and even
that particular requirrement may be waived by the fund in its dis-
cretion.

Senator Mnra,{JT. It seems to me that that is one of the fatal
defects in the plan and atn unavoidable defect because it is easy enough
for us to sit ere alid tell 'Greece what to do in her internal fifairs,
but tbhe moment you say shall we allow any international bdlly to
trll us what we should do, you see at once the aniswer should he "No."
Therefore, that provision in the 2 1an nmost necesarily be there because
we wouldn't accept any otber thing.

Senator l A1r. You are over:looking the fact we ia e the one that
can be told what to do inder the scarce eurrency provision, section 7.

Senator MIJ.IKI1. Tbat is tihe whole purpose of the plan. I don't
think that provision could bave been any other way. I think that
mnakes one of the defects of the plan, an inevitable defect.

Mr. Bxnt ii rrm. I agree witib you as to the defect; I don't agree thlt
it is an inevitable defect. It seems to me if so internationl monetary
fund is established loans should be granted only after examiinig lhe
need of the borrowing nation and the credit worthin ss of that nution.
Threse particular quotas were not establiished with reference to the

credit rieqttaiments of the paroticular nation.
Senator MILLrmN. Well, econorically, you are entirely sound, but

politically this country, for example, would never allow, I dono't he-
heve, any international fulnd to tell us how to regulate our internal
afairs, ahlhoughl tiat mlight be tile over-all function of the plan.

Se nator TrTm As a condition to getting money.
Mr. IBhclnAmr. rrlat is the real differee,u as Senator Taft pointed

out; namely if we were a borrowing nation, as a condition to the
receipt of those particular funds the, we might be influenced by the
advice of the creditor.

My next point is that because it deals with the mechanics rather
than with the funidamentals of the exchange problem, the existence
of the fund would not promote exchange stabiity.

A member nation may propose ehanges in its exchange rate to cr-
redt fundamental disequilibrium. If the cluange, inclusive of all
previous clange, does not exceed 10 percent of the initial par value
of the currency, the fund shall raise no objection. For chanse bfe-
yond this amount thle fund mjust concur. But Sir olnAm Anderson,
British Chancelor of the Exchequer has declared that the fund is
obliged to allow a chlange in exchange rates in order to correct a
fundamental disequilibrimm? Thle imjlieathion of the statement is
that the nation requesting the chtange Is itself to determine whether
it faces a "fundamental disequilibrium" and whether, in-rcn sequence,
it is entitled to alter its exchange rates. In other words, action is still
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nnilateral, Consultationwiththefundbecomes a mere formality. Sir
John stated emphatically that England did not surrender "any ulti-
mate right" to follow its own exchange policy, namely, a nation com-
ing to tile fluid saying that it is confronted with a fundamental dis-
equilibrium must be granted the right to alter its exchange rate by
the fund.

Senator Mit.ttise. Senator Taft has also produced a number of
excerpts from Lord Keynes to the same effect.

Mr. Bt:cKritA r. Yes; in a speedi by Lord Keynes ih the House of
Lords in May 1944 he made the same statement.

The proponents of the fund have declared that Article IV. section
8, rnpiring nations to maintain the cold value of the fund's assets
will deter member nations from exchange depreeiation. This re-
quirement, however, is not particularly onerous as nations depreciat-
ing their currencies simply give the flnd an increased proportionate
amount of their noniterest-hueaing, nonnegotinable demand notes.
These it would not have to honor unless it developed an active balanice
of payments.

Tihe fund conveys no assurance of tile remnoval of exchange controls
on current actount. I raise this point because the impression has been
coinveyed that the fund does insiur the removal of exchange controls
on curirert accuunt. Member nations, retaining restrictions on cur-
tent account, are not compelled to remove them within a stipulated
period of time. Article XIV% section 4, simply requires that 5 years
after the fund begins opeatlorns. and in each year thereafter, an
mnelbier etaining riestietionis on ieurent payments shall consult wit
the fund t to- tohe further retention of such restrictions. The fund
niay, if it deems action necssary in excep tional cilcumstances, make
reprl"sentations to tiny imether that cmnditions are fhvorable to the
withdrawal of anly particular restriction or for the general abandon-
nment of all restrictions. After the lapse of a suital}le time, the fund
may declare a membenlr ineligible to use the resources of the fund.

The articles of agreement contain no definition of the phrase, "ex-
ceptional eircunstancesY Section 5, article XIV, instructs the fund
to recognize the fact that tile postwar transitional period is one of
change anid adjustment and in making decision on requests occasioned
thlereby, it shall give Ihe member the benefit of any reasonable doubt.
A heavy burdenr is thlus put on the fund to prove that exchange re-
stri tions on currenut acout alhoul( be einoved. Mr. E. E. Brown, an
American delegate to the Bretton Woods Conference, stated:

"It nlust he wdmfitte thnt tho teeth gil, the fnnd o elnfol; the withdrawal
Of rItriitiu n on cullreft rayments now in effect are welak.

Not only are member nations allowed, if they so desire, to retain
exlchange controls on current account through a transitional period
of uncertain lenglth, but they are permitted to impose such restrictions,
whlere they dil not previously exist, ini ease a cnurrenc is declared
scarce (art. VII, sec. 3 (l)) and may impose restrictions on nont
member cIurirencies, when such are not contrary to the plirposes of
the fund (art. XI).

The point to which I wish to give emphasis in this discussion is not
that exchange controls on current transactions eouli be quickly re-
moved in all countries, but that the articles of agreement of the fund
do not in themselves, as implied by many of its sponsors, insure the
removal of such restrictions.
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Whetler the nations having such restrictions ultimately remove
such restrictions, would depend very largely on the economic phi-
losopby of those particular nations.

Senator Mnnaiaw. It finally resolves itself, doesn't it, into an arbi-
trary control?

Mr. BecKTianr. Yes.
Senator MixLwmw. By continuing arbitrary control long enough, by

their very nature, they ultimately collapse?
Mr. r.cKmnr. That would be my opinion.
Senator MltKtr. In other words, youll can only have a managed

currency and a managed economy as long as you can maintain com-
plete management of everything that enters into thie factor you are
tryihg to control; isn't that correct?

Mr. BjCK^anT. I quite agree with that. Foreign exchange contrls
will ledL to a complete control of the domestic life of a nation in the
form of control of rates of interest and prices.

Senator TAr. What do you think of the amendment suggested by
Mr. Williams? I think that nobody should be entitled to draw their
quota from the fund until and unless they had removed all etchange
rest riolions.

Mr. BEfanAn. Well, I think that would be desirable addition.
Senator TAr. That would meet this important objection.
Mr. BEtCRxnAr. That would meet this objection. It would not meet

my fundamental criticism relative to the whole agreement, but it would
meet that important objection.

The next point is the point which I believe Professor Williams
stressed yesterday, that the operations of the fund might have the
effect of universalizing exchange controls.

Although it is the avowed purpose of the fund to bring about the
elimination of exchange controls on current account, in actual opera-
tion it might have the effect of causin such controls to be instituted
where they did not previously exist and of perpetuating such controls
wherethey have been in force. This canclesion rests on the following
considerainnis.

The fact that controls on current account may be projected into a
transitional period of indefinite length. Tho longer such controls are
retained the more they become part of the fabric of the economic life
of the nations concerned and the more difficult their removal will prove.

The difficulty of distinguishing between transactions on capital and
current account. Interestingly enough that particular problem arose
at. Bretton Woods. I doti' know whetlihe you gentlemen have read the
reservations made by several of the delegations to the Bretton Woods
Conference, hut the Russian delegation, for examnple, took exception to
the definition given current transactions in the fiund agreemenit. The
Russians suggested that remittances for family living expenses should
not be included in the term "current transactions." The French dele-
gation also entered a specific reservation relative to the definition of
current transactions. I refer to those specific r'ervations at the Bret-
ton Woods Conference in order to illustrate the difficulty of distin-
gnishing a capital and a current transaction and the fact that the
difficulty was in evidence there.

Exchange controls on capital transactions may be maintained in-
definitely and the introduction of such controls may be requested by the
fund to prevent the resources of the fund from being used to meet

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ j
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a large sustained outflow of capital (art. VL sec. 1 (a)) or to prevent
a member's own resources of gold and foreign exchange from being
used to meet capital movements not "in accordance with the purposes
of the fund" (art. VI, see. b (ii)). The fact that the fund may re-

* quest the imposition of exchange controls on capital transactions
where they did not previously exist, along with the difficulty of dis-
tinguishnil between capital and current transactions and the conse-
quent need to scrutinize all exchange transactions, may well tend to
universalize exchange controls.

Section 2 (b) of article VIII, making exchange contracts unenforoe-

member nation (imposed consistently with the agreements), would
probably cause gouvernments to review all exchange transactions and
possibly control such transactions.

'he fact that nations may impose controls on current exchange
transactions, wthenever a currency is declared "scarce" (art. VII, see.
a (b)), the fact that such controls may be imposed on nonmember
lntions (art. XI, sec. 2), the fact that a member nation, unless it freely
buys and sells gold, is charged with the responsibility of seeing to it

that all exchange transactions between its currency and that of all
other members takes place within certain plrecribed limits (art. IV,
sec. 4 (b)) would tend to perpetuate and to generalize a complete
control of the foreign exlchanges.

The rerapture clauses of the fund might lead to permanent exchange
control on both current and capital account.

Senator TAnT. Your main point is that this really gives the fund
complete power to regulate exchange transactions throughout the
world which will probably have to be exercisedI

Mr. BECrnxarT. Which will probably have to be exercised in order
to make effective the provisions of the Monetary Fund agreement.

The next point is a very important point and a point which Profes-
sor Williams has stressed in his various articles. The fund does not
solve the British problem. Before the last war pound sterling was
the international key currency. Now the dollar is the senior partner

5 and the pound the junior partner as the key currencies of the world and
the basic problem is the stabilization of the pound-dollar ratio.

Senator 1ACLrFE. I)octor, it is now a few mlinutes of one. We will
have to adjourn in a few minutes. Would you want to come in again
this afternoon.

Mr. BECKaART. I would be happy to.
Senator RAINirm. We have a ri ght busy program this afternoon.

How long do you estimate it will take you to finish?
Mr. BECKnIrer. I don't imagine more than 15 minutes.
Senator RADcmrn'. I think we had better recess at this time until

2: 30.
(Whereupon, at 1 p.m. a recess was taken until 2:30 p.m. of the

same day.)
AFrRNO4OO SESSION

The committee reconvened at 2:30 p. m., at the expiration of the
recess.

STATEMENT OF B. H. BECKHART--1 esumed

Senator FvL mTwn (presiding). You may proceed, Mr. Beckhart.
Mr. Brcxlwrr. Mr. Chairman, when w# adjourned we were dis-
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cussing the point that the fund does not solve the British external
financial prolem which must be solved if genline exchange stability
and the eiirnitation of exchange controls are to be achieved.

The currency which had become the "key currency" of the world
prior to tihe last war was the pound sterling. and that was brought a
about by retason of the commerial and financial poliy of Enlgland.
Import duties had been removed and, in as uninh as England had a
balanced biudget, clmmercal banks were not involved in deficit
financing.

In the intwltrwrn perixsl there were two 'key currencies," the dollar
and the pound sterling, and in the postwar period the dollar will be
the implort ant key eurrencv. Ihe fund does not solve the British ex-
chanr problem or the reasn that it does not provide England with
the financial assistance that she will require in the immediate postwar
period. lritain's needs may total several billion dollars. She will
problb/y require in the neighbeorhood of from three Hillion to five bil-
lion dollars. Unless these requirements are met, England will not he
able to efftt a firm stabilization of the pound or to remove exchange
controls.

S, ihis prohlet, the stalilization of the dollar-pound rate, will have
to be solved. whether the fund is adopted or not, for the fund itseltfdoes
not solve this very crucial problem.

The niext point is, the fund is not a code of currency conduct.
Senator MILLTKlN. IS what?
Mr. J:cKfArAT. Is not a code of currency conduct.
It has been stated that one of the great contributions of the fund'

is that it provides a code of crrmncy conduct. However, so ma.ny
basic questions have arisen concerning the meaning and interpretation
of the agreement, that it scarcely merits eing dignified b the term
"code." For examle, various qiuestions have arisen concerning the
interpretation of article VIII, section 3, having to do w ith thle avoid-
ance of discriminatory currenc praetie rs The London Times hias
inquired whether this section would prevent special currency agreet
nMent within the sterling area. Lord Keynes has declared that there
is nothing in the plan inconsistent with Britain requiring a country e
from which it imports to take in return a suhstantial quantity of its
exports. For example if R gland should purchase the entire wheat
crop of Australia t;~e~ is nothing to prevent England from paying
for that wheat in a tope of sterling which could be expended only
in En gland.

1)iferentes of interpretathan have arisen concerning the relation
of the fund to the gold standard. Various sections of the articles of
agreement of the fund are presented to the American public as a
victory for exchange stabilization and for a modified gold standard;
other sections are presented to the British publbi as a victory for
exchange flexilbiity and as the antithesis of the gold standard, or of
such a radical departure that the standard is reduced to the status of
a constitutional monarch.

Senator FrtaonT (presiding). Have you inot found it is quite
usual economists differ? That is quite usual, is it nott

Mr. IBCHAra. Senator, economists do differ, of course, but there
should not be these differences of interpretation. and these differences
of interpretation are not differences of opinion among economists, but
differences of interpretation concerning the agreement.
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The British Ohancelor of the Exchequer said, quoting from the New
York Times of May 11, 1944, page 5, that the experts' proposals (the
immediate precursor of the International Monetary Fund) did not
mean a return to the gold standard and did not require the elimination

O of any special arrangenments existing within the sterling area.
These wide differences in points of view caused P'rof. John H. Wil-

liams to write: "But there remains the fundamnental fact that national
attitudes are very far apart. so much so that in efforts to get their
plan adopted the experts have to engage in what comes dangerously
close to double talk."

Senator MnsurN. Are you going to discuss Ihe gold standard?
Mr. BEcKarTr. Yes, sir; I shall be very glad to.
Senator Mlnumn. Thank you.
Mr. BncKiarr. In a letter to the New York Times, March 14, 1945,

Mr. Robert Boothby wrote:
The divergence of view between the wo ho lflt'rles is already wide, Youl bare

been led to belie thv t the Bretton Wods prolosals take us all Wwk along the
toad to a gold standard. currency stability, n.l.li.,risineinv atfi, and multllteral
tradile. We hlle bmen *s.;lrd tlht thly cons1titute the exa(t er*,ve of n gold
staodlrd, that exlnlge rates will be flexible nal that reciprocal trade agree-
meats involv. ig .lscrimuinot..n will be permissible.

An agreement which, by reason of the ambiguity of its provisions
is open to such widely divergent interpretations certainly does not
constitute a code of currency conduct.

Then, the next point is the fund will not promote international mon-
etary cooperation or intornational harmony.

The ambiguous Character of the articles of agreement of the Interna-
tional Monetary Fwnd, as well as the failure to solve fundamental
problems, argues ill for the success of the fund. It may ap iar to suc-
eeed as long as its gold and dollar assets remain. When tese are ex-
lhusted, it will lose even the semblance of suecegs. International har-
mony will give way to discord and recriminations unless the United
States continues to supply additional dollalr. But to suplyi the fund
continuously with unlimited amounts of dollars, would of course,

' rr putourowneur,~ne i,,jeopardy.
The fund offers no basic solution for the monetary problems of a

watridden world. Until such quesfions as relief and reconstruction,
war debts and commercial policy are solved, attempts at international
curreny stabilization will prove abortive. Credit extensions of auto-
matic type envisaged by the fund are no substitute for the solution of

In other words the point I am trying to make is the fund will not
promote peace, and will not lead to internationa understanding, and
that when the dollars are exhausted, whenever that occurs, then other
nations will feel that the United States will have theresponsibility of
supplying dollars to the fund. In other words, in accordance with the
scarce-currency provision the responsibility is plaed on this Nation to
provide those dollars. So, in my opinion the fund does not promote
the cause of peace or international understanding. If we are going to
promote the cause of peace we should make use of other means and
methods. I think we should examine the particular instrument with
care, and if the fund were established the immediate effect, in my opin-
ion, would he to lead to intensification of exchange controls through-
out the world, and ultimately a breakdown of the fund when the dorl-

419



420 BRETTON WOODS AGRBMENTS ACT

Jar and gold reserves were exhausted. The tragedy would be that the
resources possessed by the fund would probably solve none of these
fundamental problems to which I ihave made reference, but would
rather be dissipated with the eonsequence that the problem would
remain to he solved in an aggravated form.

Basic in the stabilization of currencies is the elimination of barriers
to trade. A world trade conference should be convened immediately
to consider and evolve constructive action. In the absence of such
action, exchange stabilization rests upon an ephemeral basis. Although
in its report, Commission III of the Bretton Woods Conference did
give emphiasis to the need to reduce obstacles to international trade,
the discussions centering around the fund have tended to direct atten-
tion and to divert attention, from this all-important problem. Not
until nations have exhibited a real willingness to effectt drastic reduc-
tions in tariff rates and so eliminate import prohibitions and quotas.
export subsidies, regional preferences, bulk buying, and so forth, is
exchange stabilizalion a practicable goal. After our experiences in
the decade of the twenties, a point made by Dr. Anderson this morning,
we should not again resort to an extension of foreign credits as a
substitute for the reduction in obstacles to trade.

Lord Keynes has written that "forms of commercial policy permis-
sible under the Bretton Woods currency proposals, may be so destic-
tihe of multilateral trade that, if they are adopted, 'retton Woods
will have been rather a waste of time." That is from the London Times
of August 30, 1944.

The United States must be willing to assume leadership in such a
trade conference and must be prepared to effect a substantial reduction
in its tariff rates. Never shall we have a better opportunity to do so
than in the period of transition from peace to war, when economic
systems, including our own, will be in a general state of flux.

The alternative to the adoption of the hIntdnational Monetary Fund
is not chaos. It offers no real solution to the world's monetary prob-
lenIms. It dos not constilute a code of currency conduct, It will not
contribute to international harmony.

A )ositive program would embl y thle following elements:
1. The rejection of the International Monetary Fund, as unwork-

able and unsound.
2. The immediate convening of a world trade conference.
3. If the trade conference proves successful, the United States should

lend its assistance in the solution of the postwar British exchange
problem. This problem is crucial and must be solved, if a multilateral
system of payments is to he restored.

4. As a further ihportant contribution toward international mone-
tary stability, the United States would cancel World War I debts,
repeal the Johnson Act of 1934, and stand ready to accord a very
enerous treatment in the settlement of lend-lease assistance given in

World War II.
5. The United States would accept membership in the International

Bank for Reconstruction and Development which would stand pre-
ared to make long-term stabilization loans, to gather monetary in-
ornation, and serve as a meeting place for the monetary authorities

of member nations.
In my opinion there are only two types of stabilization loans, a long-

term type, exemplified by the Dawes loan of 1924, and a short-term
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seasonal stabilization loan which may be granted by the Federal
Reserve banks under the powers they posess. In fact the Federal
Resrve banks have in their history made a number of short-term
stabilization loans.

6. Still another step to be taken by the United States, is the formu-
lation of a constructive and well-integrated foreign lending policy.
This I mention by reason of the proposed increase in the capital of
thile Export-Import Bank. This is essential if we, as the creditor
Nation of greatest potential power in the postwar period, are to exer-
cise a stabilizing influence on international economic relationships.

I have used the expression "creditor nation of greatest potential
power" because at the present time we are neither creditor nor debtor.
If we eliminate lend-lease our long-term creditor position is offset by
our debtor position on short-term obligations.

Foreign dollar loans whether ejtended on public or private ac-
couint should be confined to uses which will enhance the export ability
of the borrowing nation and its power to acquire foreign exchange for
repayIenxt. In that respect we should avoid the mistake of the twen-
ties when certain loans were made for nonproductive purposes.

oeign dollar loans should not exceed the capacity of the foreign
nation for productive utiization of the funds borrowed. They should
supplement and not supplant domestic capital accumulation. To
look upon capital exports as a means of maintaining full employment
in this country is to render our forei n borrowers a great disservice.

One of the greatest contributions Ais country can make toward pst-
war stability is to provide a dollar in which other nations will have
confidence. Tifs will not prove easy. The road back to sound cur-
renis is difficult economicall and seldom popular politically. As
soon as possible in the postwar period we must divorce the commer-
cial banking system from deficit financing, balance the Federal
Blndget, and reinance the floating debt. These measures are neces-
sary to retard postwar inflationary developments and without them
we cannot steblisl the dollar as an international currency in which
all nations will have confidence.

In conclusion, my recommendation is that the International Mone-
tary FUnd be rejected: that the International Bank for Reconstruc-
tion and Development be accepted with the changes suggested by the
committees representing the American Bankers Association, the As-
sociation of Reserve City Bankers and the Bankers Assocition for
Foreign Trade; that a conference of United Nations be assembled as
soon as possible to give monsideration to the removal of trade bar-
riers; that tbe United States cooperate to the fullest extent with Great
Britain in the solution of the British exchange problm; that the
United States formulate a constructive and w6ll-mtee rated foreign
lending policy; and that the American dollar be establshed on such a
finn basis that it will hare the confidence of the trading world.

Senator FrnamonrT (presiding). Thank you. Are there any ques-
tions?

Senator TAFT. Do you want to discuss the gold qluestioti
Senator MIu'liNs. }H!ave yinu any Special comment
Mr. BecXaIARr. If I can spend a few moments developing the back-

ground of that question.
Senator MrniKYN. Yes. sir.
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Mr. BxnmAT. It seems to me that the International Monetary
Fund is based uipon a misonception of the way in awhich the gold
standard operated prior to 1914. The gold standard prior to 1914 was

in reality a pound sterling standard, and was a pouiid sterlin g stand -a
ard by reason of the importance of England in international financial
relationships. The world had confidence in the t und by reason of
tBe fact it was redeemable in goll wd hd h been since 1821. F urter-
more, the pound inspired 6onfidence because the British budget was
balaned throughout this period.

Senator MILusn. Would you permit a little interjection there?
Mr. B~cninAwr. Yes, sir.
Senator Mn.unlN. 1821 was a time of unset and peril for Groat

Britain, just as today is. It followed the Napoleonic wars and the
whole world was upset. The other countries were following vagaries.
Great Brilain decidhd to do it thhabrd way and sound way.

Mr. BlrWKHnar. That is quite true. and Great Britain followed sound
policies and renained oni the gold standard until 1914, and that eon-
tributed to the confidence in the pound sterling. Tile Bank of Eng-
land was not involved in deficit financing. flhir portfolio prior to
1914 consisted of "salt water bills," that is, bankers' bills arising from
foreign trade.

England permitted the inflow of goods so debtors could pay their
debts.

The British pound was the key currency of the world. It was im-
portant that the British pound remain stahle. It was not of vital
significanee whether currncy depreciation occulrred in Russia or in
the Argentine. It affected the local domestic situation, but fromn tihe
standpoint of world economy, it was not of great significance. If we
were ,importing from India we would pa i pyilounds and if we were
exporting to India they would pay iln lolnds. It was an internat ional
currency. It rested upon a very small gold reserve in London of not
over $150,)O ,O--t30,OO.000 pounds.

If we are to restore world currency stability it is extremely impor-
tant that the "key currencies," now two instad of oe, be stabilized
in terms of one alote. t is very important that the United States
dollar as the important "key currey" in the twent ieth century ulfill
the function the pound did in the nineteenth century' that the Amei-
can dollar be placed pernmnently on a gold basis, and that the Ameri-
can dollar be redeemable in gold.

So, I would apprcunci e problem from that particular angle.
Now, one dbe not know whether the fund itself imparts some of

the aspects of the gold st andard to the managed moneys. Personally~
I think, and one does not know by reason of the con fu~sd purpose of
the fund, that the fund is a collection of pa) er-managed currencies
from which we cannot evolve an international monetary standard.

An international monetary standard in tlhe postwar period would be
based on the dollar linked to gold and not a heteroeneousr grouping of
paper managed currtncies from which, as I have suggested earlier, we
cannot evolve an international monetary standard.

Senator TAre. Would you not think if the dollar were tied to gold,
and England went along on this theory of fixbig currency any way they
liked, that the dollar would soon become the only key currency of the
world?
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Mr. BECKIInAr. That is correct. It would become the only key
currency in the world, and nations of the world would be desirous of
having dollars. Exporters in Australia or South America would be
anxious to get dollars because it would be free of foreign exchanga con-
trol, and a person possessing dollars in New York could do what he
ploased with his funds, just as a person posssing pounds prior to 1914
could do as he pleased. He could transfer them to Fance or So ,tl,
Ameriea, and use tihen to buy goods in France or South America. The
dollar would be the international currency, and in making the dollar
the international currency we would lmake an importaet contribution
to world trade.

Senator TAM. We have kept our dollar tied to gold since 1934.
Mr. BEcxrsiArr. Yes. That is, we redeemed the dollar for export

purposes but not domestic purposes. My suggestion is we shoutld in-
troduce gold for domneMie purposes.

Senator MilatiN. You could not do that until you had a balanced
budget.

Mr. BrcKmnR. ¶ll at would be part of the entire problem.
Senator TArt. Thank you very much, Mr. Beckhart, and we appreci-

ate very much llyour comprehensive statement,
Repestntative Wtrrx. Mr. Chairman.
Senator TAnm. All right, Congressman, hut I am not the chairman.
Senator McFARmAND (presiding). All right, Mr. White.
Representative WHITE. You spoke of the benefits flowing from the

gold standard and stated the British money on gold started I think in
1821.

Mr. Br.cKHaT. Yes.
Representative Wnrrt. Was not the chief stabilizing influence of

this plan due to the fact the British based their money on gold rather
tlhan national credit?

Mr. BtcjuAwr, I am not certain I understand the full import of
your question, but the British pound from 1821 to 1914 was redeemable
II old.

Representative Wmnrr. It was based thlen on gold.
Mr. BscKxtan. That is correct.
Representative Wurm. You could not get away from the fact it

was actually based on gold and redeemable.
Mrl BeCKIIA1r. Based on gold.
Representative Worrt. All over the world the currency is based

on national credit and there is a distinction there.
Mr. BECKHnRT. Yes, sir.
Representative Write. Was it not due to the fact the British based

their money on gold which stabilized their money?
Mr. BtcKtA^rr. I agree with that, In addition the British in

that period of nearly 100 years did not involve their commercial banks
in deficit financing as they did during the Napoleonic wars and as
Brliain did in the period of the First World War.

Representative Wrrm. Prior to the Napoleonic wars, did not Wil
anm Pitt inrduce the Quee, to standardize the money, and purify the

money by taking out the base metal?
Mr. BcxainrAr. That was part of the monetary reform of Sir Isaac

Newton.
Representative Wmni. Did not England as a matter of fact goet

up against the same thing that Abraham Lincoln did in our country
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when there was not enough golds The British credit was not good
enough to float tile bonds and finance the war.

Mr. BgcngIAr,, The use of the commercial bankin system in the
period shortly precediniii resulted from tlhe fact Eglanid had not
resorted to taxation to the extent she probably should have done, and
there was a second reason for the suspension of specie payments,
namely, the fear of Frnch invasion.

It is very interesting to observe that Sir William Pitt, after tihe
suspension of 1791, saw to it that Elgland did not suffer from inflation
resulting from governmental deficits. About 1808 or 1809 when by
virtue of the fact that/ rench entered Spain and severed the ties be-
ween Spain and South America, for the first time Britain was able

to trade with South America, and this speculation gave risato a certain
amount of inflation.

Representative Winre. Now, is there any safeguard ill the Bretton
Woods plan to prevent it firm going at a prlmium in certain countries?

Mr. Bc.KILARr. That is a rather difficult question. I do not believe
gold could go at a remitm.

Repreentativd e gP r;. You know gold is at a premium at the pres-
enIt time in pretty nearly all the countries of the world.

Mr. BEcOInIlrr. In India gold is selling at a premium of about 100
percent.

Representative Wrrre. You are cognizant of the fact gold was $35
an ounce in June, and gold imported into China has tremendous
purchasing powver.

Mr. B:c arnr. Your question is rather a difficult one, but eliminat-
ing the black market gold would jot soil nt a premiam.

itep rsentative WrITEr. You think there is a safeguard in the
Bretton Woods plan when it is put in operation.

Mr. Bto~nCn . Assuming the black market
Senator TAT (interposing). Tohen, when gold is going at a pre-

mium they can devalue their eurrency.
Mr. BCtiratr. Yes, sir.
Senator Tart. That would make gold note vluable in terms of

pounds. It might be said gold was at a premium but it would be a
revaluation of their pound.

Mr. BECKIIRT. As a fuIrther comment on this subject, which, as I
say, is o rather diffieult one to answer, there would not be gold rodamp-
tion probably throughout western Europe. There might be gold
redemption in the United States.

Representative Wmnn. I am talking about purchasing power, not
gold redemption.

Mr. BEcKn}Mr. Reverting to that questioln then I believe from the
point of view of your inquiry, gold would not go at a lominm,
although exchange rates could be alteltd and gold revalued:

Representative Wnrrr. Would that not require certain restrictions
by law?

Mr. BxCKxAnt. It would presuppose restrictions on foreign ex-
change.

Rtpresentative Wrrr. Is there any safeguard in the Bretton
Woods plan to prevent nations from using "block currency," such as
England uses and Germany used?
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Mr. B KcA:nr. If I may answer that at some length. Blocked
sterling accumulated in England during the war now comes to about
12 billion dollars and at the end of the war will total about 15 billioln
dollars. This has resulted from expenditures made by England in the
Near East and India.

Representative WumnE. We infer by "block crem cy" it has a pur-
clasing power in some countries and not in others.

Mr. BECKnfeA. When England makes expenditures in India the
expenditures are made in terms of notes of the Reserve Bank of India
and the Reserve Bank of India receives a deposit credit in Indon
which she cannot transfer and she cannot spend it in other countries.
That particular pound is blocked from the point of view of expenditure
in England and transfer. It represents a short-tepm liability on the
part o England. It represents a short-term aset on the partof India,
but an asset which India is not free to use.

liy virtue of England's financial position in the postwar period it
is likely that the blocked sterling may bave to be funded in a long-termnn
oblig ation. If England were to pay them off at 3 percent a year, this
would constitute a rither heavy burden, so the loan would have to be
a very long-term loan.

Such then is the origin of blocked sterling. Uinder the articles
of agreement the fund is not to be und to liquidate blocked currencies.

Representative Wrer. Mr. Cihairman, I appreciate the indulgence
of tlis committee and I have three or four questions-

Senator TAM'. (interposing). We have three more witnesses. We
arm very anxious to get through.

Representative Winra. IThese questions are very important, and I
look upon the use of block currency as just another exped;ent.

Senator TAn. Thank you.
Senator McFAnAnD. The next witness is Mr. Goss.

STATEMENT OF ALBERT S. GOSS, MASTER, NATIONAL GRANGE

Mr. Goss. Mr. Chairman, we nmake no pretense at being experts
in the field of international finance. We are in sympathy with the
general purpose of providing a stabilized medium of exchange for
aiding foreign commerce, anrdfor extending credit to foreign nations
to promote reconstruction and industrial development if it can be
done on a sound basis.

Some people believe we can promote trade by expanding credit
indefinitely Our failure to collect the debts from the last war, our
further extension of credit in vist amounts to keep up foreign trade,
the campaign for unloading billions of foreign bonds on our people,
and somie of our lend-lease transactions in this war have undoubtedly
given some nations reason to hope for further extension of soft credit
min one form or another.

They have also caused us to view with concern any program for ex-
tending credit in the billions which we cannot understand. Very
frankly, we cannot understand some of the Bretton Woods proels
both with reference to the fund and the bank. They are so technical
and complicated that we ar not sur just how they will operate-
whether or not they will prove to be ample safeguards against abuse.
The fact that we haven't found anyone else who understood them,
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coupled with the known desire of many people, both here and abroad,
to open the doors of our National Treasury to build a brave new
world, makes us feel that great care should be exercised to be very
sure that we know what we are doing.

The National Grange, after rather extensive study of the proposals,
first reached the conclusion that the stabilization fund opened too
easy a road to the Treasury, and opposed the creation of the fund, as
indicated by a report wlnch was adopted by the National Gr(tng

and which appears in our testimony before the House conlmittee. I
will not read this report unless reuested.

This stand was later a mplifi to provide approval of the fund if
sufficient safeguards could be provided to prevent the abuses, the pos-
sibility of which caused the original opposition. That resolution is
also in the House record and will not be read unless called for.

The question, theln, is whether or not the Bretton Woods proposals
provide ample safegnalrds, or can be amply safeguarded to prevent
abuse. Therearesomebasic prineiplesinvolved in this whole question
which cannot be ignored with safety. Some weeks ago, one of our
members requested that I explain the Bretton Woods r-posals in
simple language. This I attempted to do, and I do not ow how I
can preant these basic principles to your committee, as we see them,
any more clearly than by reading this letter, which, with your per-
mission, I will do:

Mis Me 20, 1M,1

Washingtomn D. C.
D n Mss Ma:ooI,: I appreciate the kindly comment in your letter of April

16, ti which you asked if 1 could explain the Bretton Woods proposal In simple
terms. I lay no claims to being a monetary expert nor an authorily on the Bretto,
Womodsl prolpl, but there are a few basm principles which should be borne in
mind in aly consideration of tile subjct. While the proposal has to do with
money, the financial transactions are all based on trade, and affect trade. So
let's start there. While most trade is carried on between indivldul, or firms,
the i..unnee If money is a national funetion. and the nation's credit is a com-
posite of the credit of its ctlizens. so for ilmplfilatlon we will refer to the trans-
actionlls i iernatiounal trade as transactlons between na'tions a

In its simplest form, trade is an exchange of goods. If I Sl you omethlng, I
expect to reive something of equal value in rethrn, either money or goods. If
you colinued to buy and didu't hbare anything to repay except promises, you
wonld be a mankrnpt ind your promises would become valueless.

No It is with nations. A nation which buys must have something to sell. It
can buy from one nation, sell to a second nation, and pay the first nation with
the money it receives from the second nation. This We call multilateral trade.
It is not Ikecsary that the trade be diet, but if any nation expects to preserve
its credit, it must prdAuce something to ell to piy for what it buys. If It doesn't
produce as .. Ch wealth as it consumes, it will go broke and its promises to
pay will becoume valuele, just like those o an idivldual.

A nation's currency IJ one form of its promise to ay. Obvously, howeer,
that currency cannotl he used all over the world, or we would have a hundred
kinds of money to deal with. If Mexico wants to buy a mlliaon dollas worth
of Ford cars, she could not pay in Mexican pesos, for thle Ford Co. could nrot
pay its emplnes or buy its supplies with Mexican money. What happens Is
that Mexico buys American dollars from sonmeone who will hold the Mexican
pesos rcived in payment for the dollars until someone comes along adll
wants to bay Mexican ,offe or oil, and will hby the Mexican pesos to use In
payment. This we call dealing in foreign exchange. If a nation meils as much
as it buys, there is a demand for its currency, because those who buy goods from
that nation will have to buy the currency to pay for the goods. If a nation
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does not sell as much as it blyS, the dealers ill foreig, exchange will son
accumulate a nptus of that nation's curmrency whih they carIeon s/1.

Lt us picture a simpile example. Let us assume that the MaeeIan pIso I,
normally worth 20 cents. lowever, Mexico starts buying more than it sells,
'I'd thel delers in foreigna echange amc..u.late an Inceasin. volume of
Meindan peaso whicb they eannot dispose of. It reaches a point where the
dealers rfuse to sell an Amerhical dollar for 5 psosl, and demand 6 pesos
That meajis that an Anmliea n dollar will buy more goods in Moexic, and of
course, will simnliate American buying. possibly until the surpluN supply of
pesos is worked off, mid the pric comue bhack to 5 pesas per dollar.

O io'umsly this tliuctuating vo le of the peso and dollars makes trading very
dffictmlt. Blween tile tllue of sale, delivery, and oaynent there may be a shift
in thef value of forig t exchange which wVill result in a subsltantial loss on a
legtimnte merchandising tranetion. Some peioplie Iy and s'll exchange for
spewolitive Purlpo.e, hoping for rise or imedlinis in Value which will reder
them a profi, and it has been charg that ,.cb.snge rates are often manipu-
latd for profit.

The pllrpose of the Bretton Wolts prolposal Is o preveLt these fluctuations
Instead of leaving tile exchanges at the memr of an ablolntely frer or ,neOn-
tromlh market which may be upset by seasonal. einolgwy, or possibly sp'lls-
tive ifldllnc, it Is prolPId to set liup an iternatlo..al finauelal organiaa-
tion. the facilities of which would be availible to the nations wishling to ue
thein to act as a sort of stabilizer.

Hlowerer, the lonferring intlems found there were really two purposes to
e served. One was to stabilir internalionlti exlchange. which we will call
IOLetar/y stabiliation, and the other was to provide loans for rehabilltation or

for ommerrll pllurposes. This we will call eco.omiC stabiization.
To meet these two needs they have prellseal an orgamnition with two d:-

parit.rets, iech with a capital of approlimately 9 billion dollars, subscribed
by the various martleiplthag nations, called the fund and the bank. The fund
is designed to effet monietarly stabililltion. Any nation desiring to buly ex-
change of anoither natlon Play the required a lonlt of its own ctrrenc Into
the fund and gets what It wiatns at k Lwn and dependable exehange rates, Thus,
as trade is carried ol throughout the world, the fund bmomes a clearinghouse,
Each participatling nation agrees to limitations deigncd to prev.ent changes in
the value of Its money, such as most of theun carried on in the thirties, and it
Is hoped that the fund would thus effect monetary Astbillzation. The bauk is
the medium for making long-term louns which are to be based on a eurity deemed
aple to alsre replymlent.

The Prpose of taking the fluetations at of foreigns exhange and smoothing
out the humpl s I ertainly a worthy one. If Sweden's ef explrt prmuct Is
sold in the fall, but her purchases are made Intermittently, a temnporary over-
supply or shortilge of kroners should not affect their excbange value.

HIowever, there is a weaknt-s in the frund plan. A nation mlight constantly
buy ma.re than It sold. In inidviduais we call this living beyond their means.
It leads to trouble, but lots of people do it as long as other people will trust
therm,. Many nations haye done tihe Saie thing. If they could buy all the
American dollars they wanted by putting their (urreny into the fund, tbhe fund
would eventually be stripped of the good currency and filled with the pmor
eurrneiss of nttions who sohl lets than they b..ght. Under the Bretton Woods
proposal this would be hard to preent, for the control of tlie fund lies largely
with those who would want to borrow from it.

On the other hand. the bank Is supposed to make loats on definite security,
Salid only when there is reasonable assurance of renpayment. If it nation need
to bolrow money for rehabilitation or to put Itself into a lposition to produce
wealth, It might o aii sound purpose, even though the payment might he delayed
20 or 50 years. Undel the prolmsal, the dieMtors of the bank mld not legally
make a loan to a nation to enable it to continue to live beyond its means. This
is as it should be to presore a sound credit position. The batik wmould be i a
position to demand that i nation attain economie sonndnes before it would
extend crMdit, that is, produce as much wealth as It consumtes. Loans to aid In
inetoasing prodnctiou and bettering living standards wonld be sound so long as
the borrowing nation did ,ot live beyond its means, but kept In reasonably
econona, balance.

The National Orange saw the danger of using the fund instead of the bank
for general credit purposes. and lost Novellber .sounded a note of warting.
It advocated abandoning the fullud, but transferring its functions to the bank,
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where all loans would he made on a sound credit basis. Sine that tin. She
whole question has been widely studied, and the pint has ben made tha. a
certain amount of flelxibility would be sacrfiled if thle fuald were abandoneo,
and that it might be possible to retain the fund but throw adequate safegualds
around it by limitinLg its use so that It would erve as a monetary stabilization
fund witholuti tile possibility of bei[g Iraiied of its stable assets.

The eelntive committee of the National Grange has studie[d the whole mtter
In the light of the proensals mate sice tile annual Grallge convention, and has
onclulded that the purpSes expr,,d by thile Grange would be served if ways

olld beI found to pat limitations on the use of the fund which would protect
its Integrity, while at the same time broadening the lending powers of the bank

so that it could meet any legitimate demand for credit.
The mmn. ittee has, therelure, proled tinhat ellih nation' use of tile fund

sb.ould be lihited boLth as to the amount and the time mueh use should run, so
that ayll exeesive amount or any amount which would run for longer than a
suffiieset time ino over short-term ldemands-podbly limithd to 1 yearwould
be cemlred ai by securing loans from the bank or from other soumrs.

If the fiued were used solely for monetary stabtlizaticn and this was assured by
limiting its use to short term and safe amounts, based on the member natlun's
couitribitio, and if all normal credit transactions were forced to meet the
standards of the bank, the fmud would appear to be a practical approach to the
problem of international monetary stabllztlon, and the bah eould be u.me to
attain economic stablizaifton. The Committee on eonomie DIevelopment hbas
said that the powers of the bank should be broadened to enable It to meet the
sgitniate demnuds tmde nlupon it. We do mt kllOw whether or not Ibis is so, but
we believe its powers should be broad enough to enable it to make all types of
sound loans neleded i world trade or for economic stabillzaion and development.
Our exprioee In farm redit has tauglht us hat there are always border-line
eases, and that couflict is best nuoled by hving lIhe various terly of credit
under one supervising authority which can sasure that there are neither duplica-
tion mlr blintd spots. We Imhave sugeosted that both the fund aud te banLk be
under the superviion of a cel,..n boeard of director, although the Institutions
and their staffs should be kept seprate

If these sfeguards were provided we bealle that fiuetuations In exbngm
would be held to a minlmia and plec:ulation therein practically elninmnt ll
Foreign trade would be made safer and thus promoted, Foreign crerdit would be
to a considerable degree, channel.l through ageneie wheie It would be, extenled
In indiiduaml cases upon principles declared to be unrod by the partIlcIpating
TIt ions.

In short, the soundness of the whole propOSal wold seem to depend u;on
serlrating the monetary stabillr/nion fealures from the extension of credit for
con,nmereal purposas and for economic ltabllizatiot ad d)velopment. If this
can be done the Brettou Woods proplanl would seem to bI a most constructive
and valuable step forward in internationaml relatlonal

Yours suoerely,
A. S. oase.Mamtcr, tAe Natitl etahni.

It will be seen that our basic fear is lest the fund be used for long-
ttnn credit instead of being confined to stabilization purposes or that
it may be used for the extension of unsound credit, because there ap-
parently is not prbvision for determining upon the economic sound-
ness of the borrowers; we feel that there must be adequate safeguards
to see that tihere is a clear-cut demarcation of tim use of the fund and
the batik, the former being used for stabilization putposes only and
the latter for the extension of credit for long term purposes. We
made three spcifice recommendations to the Banking and Currency
CommitteeDf the House.

First, that the fund and the bank be under a common board of
governors and directors who would be responslble for policies which
would assure no conflict in purpoes in the maintenance of the clear-
cut demarcation which we feel is essential.
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Second, that the powers of the bank be broadened, if necessary, so
that it would not be handicapped in furnishing the type of long-term
credit necessary to provide facilities or for reconstrnuction and de-

yvelopment purposes.
Third, that adequate limitations be put on the extent to which the

fund could be used, both as to the amount which would be borrowed
by any one nation and the length of term of the loan. We believe
that a time limit of possibly 12 or 18 months would have a very salu-
tary effect. If it becomes necessary for longer loans, the borrowcr
should go to the bank and arrange for credit on finn security.

The committee evidently recognized the dan gers which we brought
to their attention .for it included in the bill the following steps de-
signed to meet the points we raised.

First, it provided that the American representative on the Board
of Governors should be the same for both the fund and the bank.

Second, it provided that the governor or executive director would
get an interpretation of the authority of the bank to make loans for
broadened purposes, and if the authority was not ample, to take stops
to see tlitt the articles of agreement were amended.

Tlird, it provided similarly for getting an interpretation on the
purposes for which the fund could e used and if ample safeguardswere not provided, it instructed our represntatives to seek amend-
ment.

Obviously, the purpse for following such a course was to avoid the
complications which would follow if resemations were made in the
original agreement. If forty-odd nations each attempted to write
reservations and rewrite the charter to their exact liking, we would
never reach an agreement. There must be a large measure of give
and take, and some reliance placed on the good will and common
ense of other nationls to join in fixing whatever needs fixing when

the organizations get into operation. If adequate reservations were
actually made in the original articles of agreement, of course, we
would approve them. 'Ihe question is whether or not this method
of making the reservaiions in the enacting legislation provides ade-
quate protection, and whether the reservations themselves are
adequate.

The executive committee of the National Grange has considered
tlis question and has iauthorized me to advise your commnittee that
we feel the method of approach would be satisfactory if the bill pro-
vided adequate reservatiois. Of course, we would like it better if the
original articles of agreement were amended to provide safeguards
without a qulestion of doubt But we have recognized the fact that
the United States has not only the largest vote on the boards of the
bank and the fund, but also, through the strong leadership in world
affairs, could undoubtedly receive the support of enough nations to
s~cure the proposed amendments if the rulings indicated they were
needed. However, we do not think the reservations provided in the
bill are entirely adequate.

Frankly, we are disturbed at the attitude of some public officials to-
ward the question of a clear line of demarcation between the fund and
the bank. On the one hand, they assure us the bill has proper safe-
guards, but when the Assistant Secretary of the Treasury, in his
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testimony on the great need Russia has for credit, says, "the stabiliza-
tion operation is precisely what a country of that kind needs," it
leads us to believe that our fears are well founded. Apparently, it
is the intention to use both the bank and the fund for the extension
of general ensdit, despite the alleged safeguards in the articles of
agreement and despite the reservations provided in the amended bill.
Because of this we feel all the more certain that great care must be
exercised to see that the promised demarcation of use is actually made
effective.

We therefore recommend the following changes in H. R. 3314.
First, we recommend that the bill express it as the urpose of the
Congress to have the same replresntatlive serve on both boards of
governors of both institutions, the same represenative serve as di-
rector of both institutions, and the sanme representative serve as
alternate director on both institutions, and that this policy shall pre-
vail so far as the United States representatives are concerned. lso
that the Unilted States representatives take adnequate steps to present
an amendment to the articles of agreement so that his recommenda-
tion could be written into the articles applying to all nations.

Second, we nnderstand that there is some question as to whether the
bank Ies the authority to make loans for relief and development pur-
poses. We believe thlese two purposes should be included in the irst
sentence of section 13.

Third, we feel that section 14 should be amplified. We do not
know just what "temporary assistance" means and would prefer sub-
stituting for the words affrd temporary assistance" the words "pro-
vide short-term loans not to exceed 18 months maturity." In view
of the expressed intention of using stabilization funds for longer t&rm

remdit, we question the meaning of the word "cyclical" and would
prefer to see it eliminated. However, we would not object to leaving
in the words "afford temporary assistance" and "cyclical" if there
was a provision that no loan should exceed 18 months.

Fourth, there is one further weak spot in the extension of credit
thirough the fund which should be ce:d. As we read the articles of
agreement, any member may borrow within eertain limits upon put-
tuig lip its currency as security. These limitations, however, can be
removed by vote of the board. We doubt the wisdom of extending
credit, even for stabilizatieon purposes, without regard to economic
position of the borrower.

It would seem the part of wisdom to add to section 14 a provision
that an exanamtion of the economic position of the borrower should
be made with eah loan and that there should be reasonable prospect
of the borrower being able to meet the obligation assumed at maturity
before the loan is approved. This is all the more important in view
of the possibility of the limitations now provided in the bill being
waived. We think this should really be provided in the form of an
amendment to the articles of agreement, but believe that our interests
would be reasonably protected if our representatives were instructed
to present such an amendment anti work for its passage in similar
manner to that provided in the other tentative amendments in sections
13 and 14.

The amendments we have suggested provide nothing more than
reasonably sound credit practices. They would accomplish nothing
more tha the proponents assure us is the intention of the bill, and

430



BRETTON WOODS AGREEMENTS ACT

we see no reason whatever why anyone whb expressed the intention to
follow the course these amendments are designed to assure, would ob-
ject to them. The fact that strong efforts have been made to prevenot:
such safeguards convinces us all the more strongly that ther Congress
has a very serious rsponsibility to see that adequate safeguards are
provided. If thus properly safetguarded, we would urge the approval
of this measure because we believe its purposes are sound, ani that it
will go a long way toward promoting international trade and gnxl will.

Senator McFAnlant (presiding). Any questions, Senator Tafti
Senator Tor. I thtink not. I think Mr. doss has made some very

constructive suggestions.
Senator MCFBALAND. Any questions by any other member of the

committee?
Senator BAnRLEY. Mr. Goss you do not advocate that the fund be

abolished or separated from the agreement so as to cast it out, and
accept the barnk alone as a part of this agreement, (o you?

Mr. Cross. No. We advocate that the fund remain, but that the
bill set forth clearly that there should be a demarcation between types
of loans, and that hmns made from the fund should be for stabiliza-
tlon purpoes, short-term loans, and that loans made fron the bank
covere

Senator Bxui:nY. It seemsto me that is really set out pretty ceearly
in the separate aia/.l~ents peltttining to the fund and to the bank.
But, rga diess of that, do your amendments apply simply to addi-
tional safeguards lo tlose provided in the House bill; I mean the bill
which has already passed the House and which we are now con-
sidering

Mr. (oss. Ye, Senator Barkley, we made three reeonunendations to
te House committee, and the House committee put in three safeguards
desi ned to cure those three dangers which we pointed out. But we
thrin thotse amenidlnent. only about half cured them.

We are here recommending to your committe that you strengthen
those House safeguards. The first sluggestion had to do with hlaving a
common governIor and a olmllion board of directors. They recoim-
mended that the American delegate on the Board of Governors serve
both the bank and the fund, but did not go down to the directors.

I might say that the Board of Governors meets only once a year,
and we doubt whether that cbhane would have very much effect in
coeodinating tle policies between the fund and the hank. So we want
to have that extended, and we recommend that the purposes for which
the bank can make loans be broadenedt We do not think they broad-
ened thenm quite enouglh

And we recommen&led certain restrictions on the use of the fund,
one of them pertaining to short-term loans. They set up certain re-

strictions anad said, in effect, this: We have our doubtl as to whether
the restrictions in the articles of agreement actually are restrictive
enough. So we are asking for an interpretation and if the restrictions
are not sufficient,; weinstruct our delegate to seek amendment.

But in our judgment they did not make it clear just where the line
of demarcatio, should be. We believe that the purposes of the whole
agreement could be protected, Senator Barkley, if the Senate would
make that clear. On the one hand, they tell us that they are in there.
On the other hand, some of the activities and statements lead us to
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believe they are not there. And the thing is so complicated that I
cannot understand all those restrictions. Can you 1

Senator BARKLEY. Well, Mr. Goss, I would not want to answer that
publicly. !Laughter.]

Senator rArr. You better ask Senator Barkcley if he knows what
the word "cyclical" means. Perhaps that is the key word.

Mr. Goes. I think the word "cyclical" would he all right if you
limited it to 18 months. But I do not think an interpretation of the
word "cyclical" as meanuing you would g to 20 years would do.

Senator BRtm,. That is all that I have to ask,
Senator MoFAREAND. Any questions by other members of the comn-

mitteel
That seems to be all, Mr. Goss, and we thank you.
Mr. Gos. I thank you.

'I'hereupn oiMr. Goss left the committee table.)
aentnor MFARLANT,. Mr. Wilken.

STATEMENT OF CARL H. WILKEN, ECONOMIC ANALYST, RAW MA-
TERIALS NATIONAL COUNCIL, SIOUX CITY, IOWA; APPEARING
IN BEHALF OF THE NATIONAL ASSOCIATION OF COMMISSIONERS,
SECBETARIES, AND nIRECTORS OF AGRICULTRE; AlSO THE
RAW MATERIALS NATIONAl COUNCIL

Senator Mc:Fan"A.. You may proceed with your statement, Mr.
Wilken.

Mr. WtLKEs. My niame is Carl Il Wilken. I am economic analyst
for the National Association of Commnissioners, Secretaries, and Di-
rectors of Agriculture, iespresenting the 48 State serretaries of agri-
cultlure of the United States.

Mr. ('hairinan, menmbers of tle Senate Banking and Currency Com-
mittee, our purpose in testifying in regard to the Bretton Woods
agRemennt is to poinlt out some baslc economic factors that must be
takien inlto conslderat ionii if the future of American agriculture, which
is the foundation of our national ecoionty, is to be protected.

The factors whilch we would like to bring to the attention of the
committee are set out as follows:

1. The future income of the Unhited Stales will depend on the price
and production of our agricultural products. Any agreement which
fails to recognize this factor will fail in its objective.

2. Stabilization of foreign exchange and currencies without a parity
ratio Ibetween gold and silver is imnossible under existing condtions.

3. Foreign exchIange cannot be stabilized without taking additional
steps to stabilize raw material prices.

4. Volume of monetary capital in the world depends on raw mate-
rial income.

5. To maintain and safeguard our nationall solvency, the United
States should insist that world prices and monetary values be geared
to the American price level anlid costs of production.

6. Capital loans to foreign nations will not increase domestic em-
ployment onil a permanent basis.

7. If we are to serve as the world's banker, we must insist that the
income of our Nation and the world as a whole is maintained through
adequate prices for production.
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8. The Congress of the United States should not relinquish its con-
stitutional right to regulate the value of the American dollar, which
ill turn means to maintain the Anmerican price level with proper tariff
protection up to the American price level.

9. It is a simple fact that the bairrier to world trade is income or
buying power because of low raw-material prices. Therefore, unless
the Bretton Woods agreement recognizs the importance of raw-mate-
rial prices, our capital loans will bankrupt our own Nation and will
fail to bring about restoration of world trade as a foundation for
world peace.

As a premise in analyzing these factors, I want to stress the first
point which we make, that agricultural income will govern our na-
tional income. For over 20 years. for eaclh dollar of fann income pro-
duced in the United States our Nation has had $7 of national incomne.
In the future, for every dollar oir farm income is reduced either
through importation of farm products to pty for foreign loans or
titr*gh a lower price level blecauas of a competitive situation with
world prices, oar national income will b reduced $7 and every eco-
noni c group will suffer in d rcln ratio.

Our farm income creates 65 percent of the new dollar inconm to pay
interest on past. capital investments. If we permit our farm income to
be reduced we not only destroy the earnings on capital but we also
force the liquidation of our capital volulme.

For exam )le, in the 1930 depression and the years following, our
failure to maintain farn pri ces at the American level forced tile Na-
tion to suffer a loss of 7$43.Q,000,0000 in the 12-year period 193041.

This loss of income forced the loss of foreign trade in ratio and
also forced the liquidation of billions of dollars of capital fonds in
banks and other investments. A nation will earn only as its produc-
tion-times-price createS dollar income.

T'he Bretton Woods agreement can be analyzed on the basis of two
courses of action:

First, if it follows present olicies and announced theories of trade
* our price level will be reduce to the world level in spite of any loans

which we may make. In this conmeetion I wish to point out that
$3,0O,000,000 of ;foreigh loans, annually, lepresent about $t.50 per
capita throughout the rest of the world.

Applying the ecolnomic laws of eixchange in our econom/y, we find
that in 1941 with a raw-m!aterial income of approximately 6i$20,000,000,-
000, the capital worth of our Nlation was ]ppioximately $400,000,000,-
000. That in 1989 because of a lower price level it was approximately

0,000,000,000. At present our priee and production level will carry
a capital value for the Nation of $60a0a0t 000,000. ,

We pride o urselves on having exportable capital. This is true with
present price and plrduction levels. But, if we under the Brtte n
Woods agreement go back to the 189 price level, instead of having
600 billion of capital we will be reduced to 300 billion and find our-
elves in national bankpr ptcy. Our available capital will always be
in ratio to our price level.

Such a course would be economic suicide, yet from all that we can
gather as to the trade-agreement program, Brettol Woods, et cetera
that is where we are headed. Our theorists are thinking in terms of
agricultural imports to pay for foreign loans and to create foreign
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markets. Forvery billion dollars that we reduce farm income through
imlports the Nation will lose $7,000,000,000 and wipe out $20,000,000,-
000 of capital values. It will be just another case of theory not work-
ing in practice and in corn lete disregard of arithmetic.

Sucb a course will legis'ate us into a permanent depression. I am a
sure none of thle committee want that to Iappen.

The second course and the one which we should follow, is to make
Bretton Woods a yardstick for world prosperity. Under the Bretton
Woods agreement the world should agree to stabilize gold and silver in
line with the American parity price level using the year 1920 as a base
of 101), and with silver at parity with gold. To leave out silver the
monetary medium of the exploited nations, will mean the continuation

' of exploitation, and dollar devalation. To these two metals as a
base there sbould be added a program to stabilize enough basic coin-
modities ao that each nation can earn its exchange from production
at a proper price level.

It is easy to say that this is theory but it hap pens that a positive
ratio, as I have suggested. did exist in 1910-14 and that with the excep-
tion of gold and silver it did exist in 1925-29.

Witb such a program. the United States can remain a solvent nation
and become a solid foundation for a sound world monetary system.
We have a stable measure of weight and length. If we wish to main-
tain distribution of connmmodities then we must bring about a stable
measure of value.

Production-tines-price is income and in turn purchasin power.
With a proper price level, nations can finance themnselves anf orgn
loans will not he needed to bring aboult cartel ownership of raw materal
production with its exploitation of clieap labor.

Again the economists will say that we have to help with loans. They
also told us that Germany couldn't rearm because they had Ino money.
They did rearm, however, by the simple process of production at a
pr.ice.

In the same way I have pointed out how we as a nation through
c and production in the short space of 0C, years increased our income

rm 75 billion to over 150 billion, and that we increased our capital
worth from 300 billion in 193;) to over 600 billion at present.

Whether tile Bretton Woods agreement stabilize. our prie level at
the present level or whether it reduces us to the world level becomes
a very important matter. At the world level we will have $300,000,-
000,000 of capital worth aid 75 billion of annual income, unemploy-
ment, and chaos.

With the American price level the yulrstick, we will be worth
$,00,000,CO, O0q and can have a national income of $150,000,000,000
anmnally with full employment and prosperity.

We furnished the men, the materials, and the capital to win the war
in llurope. We should demand that theworld tup a world monetary
system so that we as a nation can continue tohelp them. To permit our
economy to be wrecked by joining in a world economy of exploitation
will result in losing the peace.

If democracy is to prevail there can be no compromis--2 times 2
still makes 4 and the prosperity of the world and the peace of the word
will be decided by the price of farm products in the United States.
Finally the value of foreign exchange will begoverned by the price of
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commodities. Money is worthless except as a measure of value in
the exchange of goods. The amount of money available will always
depend on the uits of production and the price per unit. Wealth is
production and money is merely the value thereof.

* l That concludes my statement, Mr. Chairman.
l Senator Funmmi. Mr. Wilken, I take it you do not think much of

these economists who have theories.
Mr. WmnfN. Well, Senator Fulbright, after analyzing the record

of the United States, and pointing out. as I have, that we lost $463,000O,-
000,00 ill 12 years. I do not know why I should think much of theories,
because the record proves that we did just that.

Senator TAFT. M r. Wilken, I did not quite gather whether you think
the Bretton Woods agreements would tend to keep prices down, so I
askyou what is.your idea about it.

Mr. WmXRN. In my opinion there is nothing else that would happen.
It starts out with the idea of stabilizing, and then leaves international
exchange susp.nded in the air. There is no yardstick to tie to. Inmy
opinion it wil force European nations into the Soviet bloc; it will
bring about bibteral agreements between natins; it will bring about
bloc exchange: it will brin about black markets in gold and also in
silver. I think it will result in chaos instead of pbroducing stabiliza-
tion. If we were to follow thie matter of the gold standard, which
proved very successful for 100 years, the situation might be different.

Senator Fctrcrnrl. Then I take it you believe in tihe gold standard.
Mr. Wuarw. I want to qualify that iln this way: We a.s a nation,

with a banking system such as we have, probably have no need of goild,
but that is not true so far as gold is concerned. The people in india
and in China will want hard money. Psvchologically there is a super-
stition for that, a superstitious fear if that is not to be used, and if
they are going to use gold and silver, what is the difference?

Senator FranomnT. Then it is a ease of superstitious people who
want ghld.

Mr. WILHr.W. Not necessarily, but let us be realistic aboaut it and
stabilize gold so as to iane something to tie to and stabilize silver
with it, and stabilize commodities with it. You cannot have sond
money exchange with prices fluetuating day after day. Evelr time
a coimnodityy price level changes, yore dollar value changes, or your
pound value ehanges, or whatever currency you have changes.

Senator Fumnromrr. Any questions by embers of the committee?
There seems to be none, so we thank you very much, Mr. Wilken.
Mr. Wl,,:EN. I thank you.
(Thereupon Mr. Wilken left the coummittee table.)
Senator FrlBmuro. Miss Gertrude M. Coogan.

STATEMENT OF GERTBUIDE M. 000GAN, ECONOMIC AND FINANCIA.L
ANALYST, CHICAGO, ILL.

Mi~s CoooAN. Mr. Chairman and honorsale Senators
Senator FunBrurr. Have you a statement?
Miss CoAN.. Yes, sir.
Senator FranmnIT. Whom do you represent?
Miss CCooAN. Myself Iand noboyt else. I am a graduate of North-

western University, bachelor of science (with distinction), in 1921,
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a master of business administration, 1922. Following that-or first,
I might say that I majored in accounting, corporation finance, ank-
Itg, and investments. Following that I was with the Northern Trust
Co. of Chicago for 8 years as financial and security analyst, and since
1930 have been in my own busines8 as indepen ent economist and
analyst, actin as consultant for corporations, universities, and indi-
viduals. I did a piece of researeh at one time covering 2 years, with
two assistants all the time, during which time we searched all the
money and banking statutes of the United States from the colonial
period to 1943. This research included how the statutes were written,
interpreted, and applied and the effects upon the whole American
financial alnd economic system.

With that experience, plus my bank experience, I think it qualifies
me td interpret what actually is meant by the wording of the Bretton
Woods aglnements which may appear to e very obscure to people who
have really never delved into banking literature and the operations of
metropolitan banks and the operations of foreigl-exchmage markets.Senator FrtLnrnonr. Did you write a book called Money Creators]

Miss CoonAN. Yes, sir; 11 years ago.
Senator Frtnuonpr. Are you the same Miss Coogan who used to

be Father Coughlin's adviser?
Miss CooCAn. No, sir. I never advised him. I was called in at one

time by Bishop Gallagher, who was Fathler Coughlin's superior, who
asked me if I would straighten him out, get him out of a lot of cockeyed
and stupid communistic ideas. I did write a book entitled "Moey,
Questonsand Answers" and will begladtoshmit a copy of that book,also an affidavit publisled at the time (1936) That book is stricty
one explaining the constitutional United States money system. Over
and abve that I never had mnything to do witl Father Coughlin. Thelate Bishop Gallagher was a very true American and a high-grade
gentleman. I did the work solely at his reuest and under his super-vision, and submitted the manuscript to Bishop Gallagher before it
was published. That was the sole and only relationslhp I ever had
with Father Conghlin, and I am going to read into the record a copy of
the book and a complete affidavit written and signed.

Senator lra'af. Please do not read the book, but file it.r
Miss CooAur. I meant the affidavit. The statement that I was ever

an adviser to Father Coughlin is not trne. I repeat, I was at one time
called in by Bishop Gallagher when he felt that Father Coughlin
was being used for very sinister purposes by a lot of New York people.
And I did make an eftort to straighten Father Cougblin out, but he
could not be straightened out.

Does that answer the question ? If there are any further questions
I will be glad to answer them fully. If this affidavit does not supportany question you may have then I shall be glad to offer any proof
that you may want.

Senator vntosn?. I just propounded the question to get infonna-
tion.

Miss CoooaN. That charge has been used many times. It has been
used in all attempt to smear me. It is totally without truth and with-
out justification.

Senator F~r.aowr. Tell us some of thepeopleyouhave represented.
What universities, if any, do you represent?
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Miss CoOSAN. Well, at one time I did a very extensive research at
the request of Notre Dame University. I was asked in August 1940
to come into that research by Mr. Orlando F. Webber, the former chair-
man of the board of Allied Chemical & Dye Corp., New York. I did

*not make the approach to Notre Dame. I was approached, as I have
*l~explamied to'you.

Senator FuIu~macr. Did you specialize in international trade?
Miss CaooxsN. It has been money in all of its phases, both domestic

and international, and into the basic laws eontrolling the operation of
the money system and domestic economy; and into the operation of the
money systems of the world as between many nations. I do not say
this in any spirit of egotism, but think I could match wits with any-
body in the United States in regard to money; and will be glad to
match wits with any Senators that want to match wits with me.

Senator FULwnmcr. I am sure that statement is not too egotistical,
for as far as Senators ame concerned, it might be an easy matter.
[Lalighter.]

Miss COOAN. I think I did no wrong when I was asked by an hon-
orable man such as Bishop (Gallagher was to try to avoid a catastrophe
and in attempting to asslst him. Anything I ever did was done with
absolute inte ritr and honor and I will stand before the world and
explain it. T li as a ben used in books to try to smear me, but nobody
who ever dared to try and smear me in a book ever came to me and
got the truth. It was used as an attempt to destroy my personal
integrity and my qualifieations. Does that answer you?

Senator FULBRloIIT. Oh, yes.
Miss COOOAN. I would like to have this affidavit go in the record

since the matter has been brought up.
Senator Futr.oIT. Very well.
Miss CooGAN. This affidavit is hut a part of a statement publihded in

October 1936 regarding why I wrote Money, Questions and Answers.
This complete statement was published prior to the death of the late
Bishop Gallagher, in January 1937.

(The affidavit is as follows:)
STE O ILrL OXs,

Coettyi of COok, e4:
Gertrude M. (oogan, belng first duly sworn upon her oath, deposes and says:
That she is of legal age and reslles in Chicago; that she is engaged in biness

as an investment and eonomic analyst with oices at 135 South Ia Salle Street,
Chicago, Ill., and that she has so resided and has been so engaged for mor than
15 years.

That centirant of afant's training and praetiCal banking experience which
she had broulght to bear It writing Mooey Creators, published in February 1985,
Rev. Charles E. oallgbhlln on January 4, 1936, requested that affrant write a book
on money to be published and distributed by the National Union for Social
Justle: that the only dtrections given were to write in quctlon-and-anser
form a book of about 150 ages, including a reliable supporting bibliography;

That pursuant to this reoluest affant immediately wrote, composed, and die-
fated in question-and answer form, without any aid or as.istantu or suggetfionu
from Rav. Chlarle F Cougha n or any of his aides, a scientific document on money
and eonomies, inclding the subject mastier that appears under each chapter
hbead In book I entitled "Money and Banking," and under raich chapter hbead
in book II entitled 'The Operation of an Honest Money System," and in the
appuendixes 1 to 6. tnlusive. as appear in the book known as Money, Questions
and Abswers published by the National Union for ocIal Justeie.

Aftant further states that the historical facts and the list of United States
Supreme Court decisions ontained in Mone, Qauestions and Answers were the
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reult of the research done in the preparation of her book entitled "Money Cre-
ators'," and were not suggested or complled by Raev. Charles E. Coughin;

Afrant further states that the manuscript, arranged in chapters and typed,
was taken by her and her research asSistant to Roy'al Oak, Mich., to the office of
Rev. Charles E. CoughIlin:

That for about 2 weeks she and her assistant spont part of eachb day going overa
the manuscript with the Rrr....d Chares K. Coughlin to aeqnfit hinm with tbe
contents thereof, he having no prior knowledge of what qVuestions were included
or oanwer, given;

That at no time was the manuscript, as composed solely by afilant, or any part
of it, altered in fact or in principle by Re,. Charles E. Coughlin;

That the recapitulation of everal sentenlees at the end of several chapters was
worked out by affiant in collaboration with Rev. (Chars Coughlin, and a very
few ehames In words and phraselogy were mdte by him; and accepted by
affant;

That at no tine was the manuscrip out of afiant's or her research assistant's
Jurisdiction

That the ianiscript Was given to the printer In affiant's prelence;
That the entire work on the printers galley proofs, and thile execution of the

iiwcbr*las of the book were done by affant and her employees in affint's Chilago
office:

Affiant furtiler states that she did this work in godt faith in tile belief that it
would be usel for the furtherance of an edntional program on tile subjects
of money and conomies i strict aencord with the priniples emnbodied In the
Constitution of the United States;

Affint further tates that thle Union Party platform, not oly in its muoney
planks but in s.veral other plhanks, is in positive tdrallction to the principles
set forth in Motley, Questions and Answers:

Afisant furthlr staw that she believes it her duty to make publle these fact.
(Signed) Onrm .lva M COCOAN.

STATE OF IiLIYOJS,
County of Cook, sa:

8ueribeilI and sworn to Irore me, a notary pulille, in and for the county of
Cook, State of Illinois, this Ih day of October 1M.

OTo J. M sc, NYotary Pubi! .
My commission expires October 19, 1939.

Senator MCFA1RLAND. What do you have to say about this Brotton
Woods proposal?

Miss COxaOA. Under Il. R. 3314 and the Bretton Woods agreements
Congfress would surrender to superstnte bureaucrats all-emnbraciing
financial and ecolomuic powers over the entire American economic sys-
teln and over all American citizens and subordiniate the whole domestic
economy to a world plan totalitarian economy. Incidentally, going
back there

Senator TAvr. Oh, let's not go back. Lat's jlst go on.
Miss COOGAN, All right. I stall prove that the United States Gov-

erinment commitments are not limited to approximately $6,00,000,000.
but could he up to $17,770,000,000 without any further appropriations
from Congress.

Over and above thle Federal Government commitments up to $17,-
770,000,000, the operators of the fund and the bank could levy upon
the American people for many more billions.

I shall demonstrate how the propcsed fund and bank under the
terms of II. R. 3314 and the Bretton Woods agreements could be lused
to levy upon the American people for practically unlimited billions
worth of natural resources, fixed capital and the output of American
agriculture industry and service enterprises while the American peo-
ple got nothing but hillions of foreign IOU's in return.

Clarification of certain banking and finance acounting terms con-
tained in II. R. 3314 and the Bretton Woods agreements and a demon-
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stration of how the control accounts of the fund and the bank would
be set up and operated will prove the nature and extent of the financial
and ecoomic powers Congress is now asked to surrender.

If later the United States attempted to protect against the drain of
United States dollars, the fund could under article VIII, section 3
declare the dollar a scarce currency and a portion its existing and
accruing supplies and when the fund issued a formal declaration of
the scarcity of dollars the Unlited States would have to impose tempo-
rar exechan restrictions.

Then tile United States would be accused of being unwilling to co-
operate in world trade and this might lead to economic sanctions, and

II. R. 13314 authorizes the Secretary of the Treasury to pay into the
fund $2,750,000,000 as the paid-in capital subncription of the United
States. This $2,750,000,000 includes the $1,800,000,000 stabilization
fund set up tinder the (Gold Act of January 30, 19834.

After paying in the capital subscription of $2,750,000,000 the United
States Government would participate in the fund by giving the fund
$2,750?,000.000 of United States special notes in exchange for dollars.
H. R. 3314, section 8 (c) line 19, page 9.

L'In exchange for dollars' means that when the fund takes in the
$2,750,0C00X00 slaeial United States notes from the Secretary of the
Trreasiy the Fund would create a "deposit" of $2,750,000,000 for the
United States T[reasur--in other words, the funid would create $g2v50-
000,000 new and additional dollarS which did not exist previous to this
transalction hetween tihe United States lreasury and the fund.

Tlis is "deficit financin."
Gentlemen, under this tund we are entering into deficit financing

on an international scale; in other words allowing foreign govem-
mGents and our own overnment, to put their notes into the fund and
have new moneys created. We are going one step further out into
tLhe deep by allowing international deficit financing on top of domestic
deficit finening.

Instead of the United States Treasury putting United States Treas -
ury notes into the domestic banIs and receiving a "deposit,' H. R.
a314 authorizes the Secretary of the Treasury to put United States
special notes into this International Fund and receive a "depositY'

T'he balane sheet of the fund accounts with the United States
Government after the United States paid in the subseri ptiml quota and
the United States special notes for participation would be, as follows:

The fuJ--balanee 8heet of aermntns itl U. 8. Govr~nmet

[I. bilUionsl

Gold and currency fro stabltalion lund, atd Federal Reserve bantk
a-lac--.….... .........--------------- ------------ $2. 75

United States special notes ...---... …............--............. 2.75

Total assets ....------.--.------------------------- ,50

"i)ppoit*" U. S. Treasury$ 2-----... .........---.------------....---- .75
Capital paid in by U. S. Treaury ...----------.-------..-------------- 75

Total liabilities… ...-----...-----.---------- 5. D0
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Under the articles of agreement each foreign member nation would
issue special notes of its respective government in the same ratio as
its respective subseription of capital paid into the fund,

The fund would create new aid additional dollars against pounds,a
francs, pesos, et cetera, as "deposits" of the money of each respective
menber nation on the books of the fund.

The consolidated balance sheet of the fund after all nations had
paid in their respective initial paid-in capital Subscriptions and initial
"participatimons" would show t e following:

The foun4--cossaoated blane oheot

Lt. billionl]

Gold, currencies, money of respective countries ---...... ….…----.-----. -
United States special notes -. …---…-......................... .2.75
Special notes of respetive countries ------------... ..... 0.......

Total assets -... 1.....7-.-.- --.............. 17 0

Ieposits of U. . Treasury-- ...-................................. 75
Deposit, of lrspetlve treasuries of foreign countries…& -....---.. . .........
Cnpital slhseription of United States - -....- ------..-................ 2.7
Capietal subsriptions of forign counttries-------- - ..05a

Total liabilities…7 - ---................ 0....0-- - 1-.0
All foreign member nations initially would put into the fund gold,

currencies, and special government notes equivaient to $12,100,000,000,
and the United States would put in gold, currencies, and United States
special notes amounting to $500,000,000.

Senator Ftranor. One word on that statement. What is the total
Ca itel of tihe fund?

Uiss CooAN. The total capital of paid-in subscriptions of all the
countries, you mean t

Senator F1Lnwnror. Yes.
Miss CoraN. Eight and eight-tenths billion.
Senator FmVtamOaT. In the alance sheet you have eight and eight-

tenth billion. That is what they all put in i
Miss Coooa. That is their capital subscriptions. They also put in

that amount as partici pation.
Senator Frnsmantr. Tat was explained here; they put in one or

the other. They don't put in both.
Miss Cooaa. Oh, yes; they put in both.
Senator Tnur. That is what I cannot understand. I have seen that

suggestion before. I asked Mr. White under the provisions of section
8 (b) of the act and hlie denied it certainly.

Miss CooaN. Well, I would refer Mr. White to the National Bank-
ing Act. I would ask him to go back and read that.

Senator Trt No; no, no. Wait a minute. It is bhsed on article
III, section 5:

The fund shall ac'ept from any meonber In place of any part of the memero'
currency which i nhe judgment of tile hfml is not needed for its operations.
notes or sLmlar obligattuns issued by the menmber or the depa0sltory designated
by the member under article III, section 2, which shall be nonnegotiable noD-
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Interest bearing and payable at their par value on demanld by erediting the ae-
count of the fund in the designated dexmstory.

Now, it seeans to me that that is a provision for the substitution of
norninterest bearing notes for currency until the currency is withdrawn.SI should think that is what it was. Isn't that so?

Miss KaVTaRY HrXIam. I beg your pardon. I am speakin as Miss
Coogan's research associate. Will you please turn to the bill H. 1.
3314y

Senator Tsrr Yes.
Miss Hamoahl, It says for the necessary participation in the fund

the Secretary of the 'Ireasury after paying this subscription of the
United States to the fund-

Senator Tnrr. No, no.
Sentor FULPrIaoHT. What page is that?
Senator Tarr. Page 9:
nr the prpoiee of keeping to a minlmum the cOtI to the L'nited States oft

Farticiptlon In the fund and the bank, after paying the snbSrCJPtIOU-
Miss Hnmuasu. All right. After paying the subscription.
Senator Tar. That isn't a part of the subscription. [Continuing

reading:]
Is authorizel nnd directed to issue specal notes of the United Stttes from time
to time at par and to deliver such notes to the fund and tie bank in echange
for dollars the extent permittd by the respective artieleas of agrvement.

It seems to me that the articles of agreement contemplate that those
dolhlrs dould be paid back,.not that they should be set up in an ac-
count and deposited in the fund.

Miss CcoaN. Well, the words "in exchange" used in all banking
statutes means that the person giving up a bond or note gets a deposit.
If you go through the Natiomnl BankingAct, and all the bankinstatutes, all the way through, the FederalReserve Act, section 15 and
section 24; the National Banking Aet, se.tion 5l~6 and section 522
you will see that language every timeand it means that the bank takes
in the notes from the Trlasury and gives a deposit offsetting it. Ita doesn't mean that the fund or the bank hands to the Treasury previ-o usly existing currencis or previottsly existing bank "deposits t
far as I know.

Senator Fuu wry. The language of that says "in place of."
Senator Tarm. The agreement is that they shall accept from any

member in place of any part of the member's currency.
Miss CoWANw. Well, you are doingit in your enabling legislation.
Senator Trnr. If there is any ambiguity about t, I would certainly

be glad to study it. Mr. Wlhite testified he would have no trouble
about making tlhe act perfectly clear. It is not intended to be a dupli-
cation and I don't think it is.

Miss CooAx.. It is. I would be glad to prove that if you want me
to take the time. (See p. 570.)

Senator MuIJJKN . Your point is that those words have a specialized
meaning in banking practice.

Miss CooaN. Yes,.
Senator Mmuirn. And you are relying on that specialized meaning

and conatending that this statute necans tihe same thing?
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Miss COOOAN. That is right. I would be lad to come over here
with all the statutes and show them to you. This is the Sanme identical
terminology as in all of them and it means the sanme thing to an
informed person.

;,,,,,,,,,, .,,,,~~~~~~,Senator FRlsror. I remember uSenator Taft's question about tha
Dr. White denied that was the purpoe.

Senator TArr. I think it could easily be cured by an amendment
in te t I hik theh e agreement is all right.

Miss CO(~AN. I would be glad, Senator, to send you a memorandum
on that.

Senator TAn. I would he glad to study it. If it is ambiguous it
should he cleared up; there is no question about that.

Miss C(OOGA. Thaink you. I would be glad to make it perfectly
clear to the Senators.

Miss HyenAan. There was another question I would like to bring
up there, willt your kind permission, that if your ouit o in dollars,

after we put in our suscriptioni--as I remember, Mr. White testified
onte day when I was listendini hiat you had to put in a*nother partici-
pation bef ore any nation could buy currencies of anotiher natioll from
the fund. So the quota is the same thing, before theyan bui 11y cur-
rencies of another nation they would put in more curIrencies or obli-
galions ateeptable to the fund. Ite made tlhat statement right here.
So the quota subscription is paid in and nething can he used-lie gave
that atrg enitt-- the fuid was always to have a '200 percent guaranty.

Senator MisllntI>L I would suggest that the ladies subnit a ncelno-
randurn of the technical meaning of thoe wQprds under our whole
statttoiry history Ihaving to do with finaner. and also that they give
us the rferenee to the record of what Dr. White said.

MiS C(oX;a. I would be very happy to do that.
Miss nnBARD. M What was the second day Mr. White testified? Do

reou uelher the testimony? I havenrt a coy of the testimony,
u I Iremember distinctly nlmaking notes on it, t lat they couldn't use

the quota to buy cirmrencies of olier countries. They had to put in
some currencies or securities.

Senator TAM. You are referring to the testimony in the Senate S
committee?

Miss HUBBAD. Right here.
Senator TAMr . A ll right. We can get that.
Miss COOOAN. When the fund was set up and readuly to operate, the

United States Secretary of the Treasury would then write a check
transferring the 2,75 hillion dollar United States partieipation "de-
loait" to the account of the fund on the books of the Federal Reserve

banks.
tIhe fund would then have a balance of 2.75 billion dollars at the

Federal Reserve banks against which it could draw to supply dollars
to pay for exports.

In authorizing tile Treasury to issue United States special notes to
the Internattional Flund "in exchange for dollars," Congress would
authorize the fund to ereate new and additional deposits countable as
Central Bank (Federal Reserve) monetary reserves just tile same as
gold certificates, silver certificates, United States notes and coins issued
now only under direct acts of Congress.

442
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Under the Bretton Woods agreements definition of monetary re-
serves, foreign nations could put into the fund, for "participation,"
any currency with "speified" righis of conversion into another cur-
rency. The fund (art. XIX, see. (G) ix 35).

Ira, 'This means those nations to wlich ingland owes many billions-12
W m 15 btillions--frozen (blocked) balances could put those billions of

frozen I O U's owed by England into the fund as their "part icipatio,'"
if tile I O Ul's carriled '"peified" right of eonversiov into another
currency. Conversions could be 100 years from now.

The 275 billion dollars United States special notes "shall be pay-
able on deaniid of the fund" (H, It. 3314, sec. SC, lines 2 and o pa 10).The articles of agreement provide that the "payable on e is
"by rerditing the iacount of the fuu d in the designatdd depository"
(ar't. III, sec. 5, p. 4) tie fund.

To pay off these .75 billion dollars United States special notes "on
demand of the fund" the Treasury would use either 2.75 billion dollars
tax money or another 2.75 billion dollars acquired through domestic
"deficit financing." In other words, after they put the nlotes in, the
fund can tell tlhem, "Now, Mr. Secretary of the Treasur, pay us, and
pay us in Treasury balances." So that the Secretary of the Treasury
would have to take the 2.75 billions he had obtained through collecting
taxes fromn thile e0ople or new additional bonds and put ihlenr into
Ile commercial hanks or the Federal Reserve banks to get an addi
tional creation of dollars, and those dollars would go into the fund.

This, the fund would then have received from the United States
Government:

'2.75 billion dollars in gold, imoicy, currencies. and Federal Reserve
hank balances paid in as capital. Sublscription by the United States
Treasury.

2.75 billion dollars United States special notes issued to the fund
and offset by the fund creating 2.75 billion new and additional
dollars which tlhe Secretary of theTreasury transferred to the deposit
account of the fund on th4e books of the Federal Reserve banks.

2.75 billion dollars transferred from United States Treasury bal-
ances at the Federal IBorve hbanks to the deposit account of the fund
onil the books of the Federal Reserve banks to redeem the £.75 billion
dollars special United States notes (art. III sec. 5; H, R. 3314, sec.
SC, lines 2 and A p 10)

8.25 billion dollars total United States Government participation in
and paidin stbseription to the International Fund.

In other words te flnd could get. away from the American prople
through their Treasury 8.25 billion dollars without Congurs having
authorized another nickel than was authorized in H. R. 8814.

Senator FnulmtriOnT. Wly couldnt they go oil and demand another
2 billion?

Miss Cooax.'l lhey could from Congress. They have now given
back those United Sttes special notes and they have got a delposit
If Congress passes an act, authorizing the Treasury to give them
2.75 billions more

Senator FuTnLmrrr. If the Secretary of the Treasury wanted to
de psit s.om more I O U's, say 5 billion, they couldn't do that?

Miss IITRBtARD. No. Only up to the total subscription not, to
exceed the 2.75 billions pit into the fund to start. He can issue
United States special notes lip to that.

T75673- 11-2
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Miss CocOAN. That is the bank credit-ereiting provision of thle old
National Balnking Act. The capital stock is paidin and a bank had
power to create 100 percent over that-to create new bank-credit
deposits as loans. ''lwi with the amendments to( the National Bank-
ing Act it finally ent upll to 200 percent. Under the powers you arel
now giving them, this fnnd can create new deposits up to 200 pereentL

Senator FuLnairIii. You have got it three times here.
Miss CoOGAX. No. This is just the fund alone, the United States

Government payments into it. 'his 8.25 billion dollars is what the
fund can get out of the Treasury of the United State alone, The
other 100 percent, I will exp lain a little later. That additional 100
percent can come through the fund creating dollars to buy foreign
currencies. In other words, the filed buying whatever foreigl cur-
rencices of tihe nialltis that want dollars andi the fund creatingg tlose
additional dollars. nThose dollars will benome halinces of the Federal
Reserve banks. exchlangeable for anything foreign nations want to by
in the United States.

Now, I would like to speak regarding United States Government
commitments to the international bank.

H. R. 3314 and the Bretton Woods agreements authorize the Secre-
tary of the Treasury to commit the United States Government to the
bank for paid-in capital subscription and partieipation up to 9.525
billion dollars. without further appropriations from Congress.

This 9.525 billion dollars would be derived as follows: 3,175 bil-
lion dollalr in gold, money, and currencies paid in as capital subscrip-
tion by tihe Unitedl States Tresury: 3.175 billion dollars, United States
special notes, issued to the bank and offset liby the bank creating 8.175
billion dollars new and additional dollars whichl the Secretary of the
Treasurv transferred to tihe deposit account of the bank on tte hooks
of the Federal Reserve banks (art. V, see. 12-the Bank-p. 71);
3.175 billion dollars transferred from United States Treasury balances
at the Federal Reserve banks to the deposit account of the hank at
the Federal Reserve banks to redeem the 3.175 billion dollars, United
States special notes.

l'ho same thiing bappens again. The Secretary is authorized to
redeem those United States special notes by gdvin tihe International
Bank a deposit on the book of the central banks. In order to redeem
these United States special notes he had given to the International
Bank he would have to tax the people or do domestic deficit financing
again.

Seinator FULAxnuo. Well, if he has redeemed that seeond 3 billions,
I think you would take that out. He has already redeemed it.

Miss COOGAN. But the International Bank got the deposit. The
bank got first lte United States special notes, then got the deposit,
and now the Secretary of the Treasury has gone back and given them
another deposit on the books of the Federal Reserve banlks to redeemn
the United States special notes

Senator FULuIGIHT. Why, they get the notes back if arc redeemed.
Miss CXIAsN. But in the meantime the United States Treasury has

handed the bank another 3 billion.
Miss HIhIAxnn . When the taxpayer-
Seiator TAr. I think you are getting a little mined lip here. It

makes it very difficult for the reporter. If you want your assoiate
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to testify, you had better ask her to testify when you get through and
not keep interrupting you.

Miss i Hanlla. I beg your pardon. I didn't mean to interruptL
Senator FLaRIonT. Does redemption have a special meaning inS· this connection?
Miss C(ZOo.N Why, Senator, onl the asset side of tile ilternatiotal

Blank stateament are those United States special notes that the Scere-
tanr of the easnry igave to the International Bank in exchange for
a tpospit, \which deposit he transferred to the International Blank
United Statesparttitiillaio accomit oin the bo...k of the Federal Re-
nerve hank. Now, the International Bank still has the 3.175 bil-
lion dollars United States special notes. If its International Banmk
demands re(hmiltion of these United States special notes, the Secre-
tary of the Unted Stales Treasury would i have to give the I1terna-
tional Bank anotler 3.175 hbillion dolhm's. lie would get that
additional 3.175 billion dollars out of tax coile ionis or issuing a3.17
billion dollars additional (iGovernnment bonds as deficit finaneing

Senator Frr onHT. Where is the provision in the bill saying that
it authorizes the issuance of special notes?

Miss IIrmnanan, The wording is just the same. Article V, section
12, page 71,

Miss CooaŽ. Making a total of $9,525,000,000 that the bank could
wv Without any further ailutorization from the United States

Congrese.
Thus tlhe United States Government iunder IH. R. 8314 and the

articles of agreements would be obligated to provide tihe bank with
god, currencies and Federal Reserve balances up to 9.525 billion

This 9.525 billion dollars is more than the total paid-in capital,
surplus, and undivided profits of all commercial banks in the entire
United States, including the Federal Rieserve banks as of June 30,
1944.

Thus the United States Government could be committed to the
fund and the bank for capital subscriptions and participations up' to a total of 17.775 billimon dollar* (8.25 billion dollars to the fund
and 9.525 billion dollars to the bank) without any fulrther appro-
priations from Congress.

Powers of fund and bank to acquire additional billions of United
States dollars-

Senator MCIFARLANO. is that in addition to the 17 billion you are
talking about?

Miss CoooAN. Yes; this in addition. This $17,000,000,000 is solely
the United States obligation.

Senator McFaRtAND. You are going to add some more to that;
is that itl

Miss Cooona. That is right; yes, sir.
Senator McFAnnAnD. All riglt. I just wanted to get these billions

straightened out the best we could.
Miss CoooAl. They are difficult.
In addition to the $5,500000000( acquired through the U. S, Govern-

ment particilation in the fund, the fund could acquire additional
billions of dollans:
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(I) "By borrowing currency from some other source either within
or outside the territories of the member." aticle VII section Q (i).
This means the fund would borrow outstanding Federal Reserve notes
or borrow new and additional "deposits ' created by the Feideral Re-
serve bank.

(2) By requiring the United States "to sell its currency to the fund
for gold," article VII. section 2 (ii). This means selling gold to the
U. S: Treasury for "delposits" at the Federal Reserve bank.

Senator Tar. I miight say we also questioned Mr. White about that
point, and I have some doubt as to tle right of tie Federal Reserve

banks to lend, but the furd does povile they cannot borrow in the
United Slates withlout the consent of the United States.

Miss CoooaS. They can borrow from private institutions.
Senator TarI. No; they cann ot borrow dollars at all under the act

withrout the consent of the United States. The consent, I take it, is
given by this Council. I am somewhat doubtful as to whether that
power could not be one of those reserved to Congress under section
5. I think it is.

Miss Coooai. That would be with the consent of our man on the
bank.

Senator Tayr. I think the way the act is drawn he would have to
get the approval of this Council of five before they could borrow in
the United States, I have some question as to whether we should
permit them to borrow in the lnited States without the approval of
the Congress, under section 5. I thought we should consider such an
amnendnlent.

Miss CoooN. Even with the council we could be outvoted.
Senator TAPT. No; no. It is subject to consent.
Mis CoOAN,. Yes; all right.
Inii addition to the International Bank's deposits at the Federal Re-

serve banks acquired through the U. S. Government participation in
the bank, the bank could also acquire additional billions of dollars.

Now, this means creating new and additional dollars, participating
in loans out of its own fiund. "Out of its own funds" means creation
of dollars corresponding to the amount of its unilmpaired capital stocki
surplus. That is the old 100 percent provision to create dollars inaW
sunis up to an amount corresponding to the capital stock. [Road-
ing:]

By making or aurteipating in direct loans ott of Its own fiuds correspondlng
to its unlll)airtd paid-up capital and sllrplus, etc-

article IV, section 1 (a) (i). This means the International Bank
could create new and additional dollar "deposits" as loans up to a sum

nal toc 100 percent of its uninmpalred paid-up capital and surplus.
ese deplosits when transferred It the tFederal Reserve banks would

increase deposits at the Federal Reserve banks and also inceresem the
reserves of the domestic banks.

By making or plarteipotthg in direct loans ont of sums raised in the market of
a mnember, or otherwise borrowed by the Bamk-

article iV, section (a) (ii). Thismeans theIntentional Bainkwould
create new and additional dollars to advance to foreign borrowers on
loans or would borrow new and additional-newly created-dollars at
tihe F'ederal Reserve banks.
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As these additional billions of dollars were spent to acquire Amer-
lean made goods, tools, foods, fixed capital, and so forth, the deposits
of the Federal Reserve banks would be increased.

Long-term foreign bonds would then be sold to American corpo-
rations and individuals in exchange for their earned incomes, that is,
for genuine savings-the dollars they got for selling for export or
received as earned wages. No American manufacturers or others
whose products are wanted for export would ibe able to avoid ex-
changing earnings-ash balances-for foreign I O U's--blxmds.
Otherwise he could be barred from exporting or even manufacturing
for domestic use, for the bureaucrats who controlled the fiund and the
bank would have control over exports and imports and raw material
priorities.

American manufacturers and other producers, and the American
people, would be giving up their real wealth needed to sustain our own
people to get only sheat fsof foreign bonds.

The earned dollars extracted from American investors would be
usd to pay off the bank loans made by the International Bank creating
dollars or the dollars created through the International Bank bor-
rowing new and additional dollars-Federal Reserve bank deposits.

Here is what would happen: A country wanting to borrow has
placed its foreign bonds in the International Bank. Thire bank would
create dollars. The borrower would start to spend dollars for what-
ever that government was going to buy in this countr to send home
to carry on whatever they were going to do. T[hen thle bank would
sell foreign bonds to the American people for their earnings over
a considerable period of time. As they sold those foreign bonds
dollars so acquired would be used to pay off the loan at the Interna-
tional Bank. That is the usual operation.

By gumranteeing In whole or in part loans made by private investdrs through
the nsual investment channels (art. IV, sec. 1 a (II).

This means the International Bank may guarantee the principal and
interest of long-term foreign bonds sold in the United States.

Under the provisions of article IV, section 5 (e), the bank could
provide the dollars to prevenL interest defaults of foreign bonds sold
in the United States. This would be extremely easy, for the Inter-
national Bank could borrow or cause to be created new and additional
billions of dollars to purchase foreign bonds upon default in interest
pa {nents.

Hence, it is obvious, through the over-all operations of the financial
and economic powers surrendered hy Congress, the superstate bureau-
crats would have power to do the following:

(1) Control the reserves of the central banks and hence the opera.
tions of all domestic banks. Eventually the domestic banks would
be reduced to currency exchanges and check-clearing functionaries.

(2) Subordinate the whole American economic system to their
one-world economic schemes in order to give away permanently every
year, at the expense of the American workers, owners, and taxpayers,
a large parit of the total output of American agriculture and industry.

(8) Set up and operate an absolute Governmnent monopoly in all
production and trade, both domestic and international.

No real currency stabilization or delimination of exchange restric-
tions.
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Advocates of the Bretton Woods agrelements contend that the adop-
tion of, and the operations of, the fund and bank would stabilize tie
ratios at which U. S. dollars couhld be swapped for foreign eurren-
cies and eliminate exchange restrictions multiple currency practices,
and so forth; i. e. accmplish external sta ilization.

Suchi statements are not borne out by the terms of the articles of
agreement, for any member-
may, notwithstanding the pWovisions of any other artlcls of this sertem8et,
mlaintain and adapt to ehanging elIreumslaflll' restrirtlon on paymelts and
tnlansfers for current intemational tlalactiosa (art. XIV, see. 2).

Such exchange restrictions may be retained and extended for from
3 to 5 years after adoption of the fund, and even after 5 years, with
permission of the fund-article XIV, setion 4. Moreover, any mem-
Ler, with permission of the fumdl;may engage in discriminatory cur-
rency ariangwements or multiple currency practices-article VIII, sec-
tion 3 (p. 16) :The Fund.

Unde' the tsrs of H. R. 3114, and the Bretton Woods, neither
could there be internal stabilization.

Internal stabilization would be possible only if the volume of money
and bank deposits in circulation were increased after the rate of pro-
duction bad been increased through the reinvestment of genuine sa-
ings-that is, through people saving their money and spending it to
expand industry by investment in the industry--nd then increasad
only in proportion to the volume of goods available for use and con-
sumption within this Nation. You cannot stabilize. domestic money
system as long as you are putting Government bonds into the banks
and having the banks ereate new and additional dollars, because those
additional dollars command wealth that is being produccI.

Internal stabilization is impossible when there is deficit financing;
i. a., the domestic balIs creating additional deposits simply hcause
the Government wants to spend more dollars hn it takes i sin through
taxation and/or selling Government bonds to the public fsr genuine
savin~gs (Earned Wages and Incomes).

Under time Br¢tton Woods agreement and H. B. 3314, whenever the
international bureaucrats 'anted to claims more Amme-ican-made
goods for exports, more dollars would be created--there would be more
dolars in circulation in the United States and less and less goods and
things for use and consumption at home. This is upside-down bank-
ing and not internal stabilization.

tUnder these fonditions the only way wild price gyrations could be
prevented would be by permanent priorities, rationing. and permanent
OPA control. There is no way a country can export in excess of im-
ports without its own people paying for all excess exports--produc-
ing currently but going without the use and eonsumption of the food,
clething, tools, maekines, factories, work, and ervice, exported.

From the foregoing explanation and interpretation of the powers
contained in H. R. 3314 and the Bretton Wood agreements, it is obvi-
ous that foreign governments, foreign corporations and individuals,
would he able to levy continuously upon the United States for prac-
tically unlimited billions' worth of the food, clothing, industrial pro-
duction, and fixed capital assets in this country.
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Over and above these powers to so levy upon the people of the
United States for.unlimnited billions, do we know what our liahilities
are to foreign nations and foreign nationals for:

(l) Allied military currency redeemable in Uithited States dollars?
(2) Military occupation an destruction in foreign countries?

The advocaies of the Bretton Woods agreements accuse every op-
ponent of being against international cooperation.

ut, I say-the requisit for real and genuine cooperation between
and among nations is, first, an understanding by the citizens or sub-
jects of exactly what the governments propose to do under internn-
*tional agreements.

Second, the people must know what the burdens and osts are to be
and then consent willingly and in a constitutional manner to assumn
such burdens and diseharge such financial obligations.

Otherwise, there can be no international cooperation.
Tbere can be nothing but deception and foree.
We Americans mut restore to enuine competitio n in private enter-

prise and protect the constitutional rights of personal freedom of
* everyone.

I shall be glad, if qestd by this committoee, to submit amend-
ments to thisbill which I think would serve to keep control of United
States money and bank reserves in Congress and to limit the obliga-
tion of the United States under the Bretton Woods bill to the $6000,-
000,000 which the American people have been told is to be their burden
under the agreement.

As it is, it is not too extreme to sy that the Bretton Woods agree-
ment is a swindle against the American people.

Senator Fulnmron'. Are there any auettionso
Senator Tact. I think if you would submit those amendments we

would be glad to see them.
Miss (CoouaN. Yes, Senator Taft; I would be glad to. The Inter-

It would have powers of creating up to 200 percent of their capital
subscription; both the fund and the bank. The fund can create first
100 percent by taking in notes of tbe United States Government, the
second 100 pecuaint by boving foreign currencies. The bank can create
the first 100 percent by taking in notes of tie United States Govern-
ment andi the second 1(00 prcent ulxn whatever is pledged to borrow
new and additional bank credit to catty tlhese fdreign loans and
sell them to the public.

liss Iss maRD. May I ask that the committee make available to
us Mr. White's testimony on that morning I heard him say the quota
must be put in?

Senator TADr. Well, it is being printed as rapidly as possible. I
don't think thed are any copies available while it is at t0e printers.
I think that will be ready' very shortly. Certainly before the 'comit-
tee ends its hearings.

Senator RArnawr (presiding). Thank you very much, Miss
Coogan.

Are there any further questions I
(There was no response.)
Senator Ranclnrnr. We will not have a meeting tomorrow, as was

contemplated, but we will meet on Monday at 10: 30.
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(The following tabulation was fnurnished by the State Department
in msponse to a question by Senator Taft on June 12 (see p. 11) :)

Articles qn se es a to be urni.l. e lntder lend-lase durfng islai year 1946 by
the Foreign Economi mo Adltiniulmi'li (based on approprilion requctr l

(rigurm giwii In tlousndsh ol dnMiar I

an~ohi- rurt kst*

Commo°diti[es June m0 l,~eous, tiuj

abie Kor Ya ear

CI Nl.,h. vy: .Fiday; u Priatio

I .V .bic.m .. . ... III, 176 UI* 75.
l'rnekR; otlher autonlot ve ¥ebiel~ misceldaneonl auto

A. Ja,,i y proii nci s and eggs; fiel t amid flaR; IluILs a,, iiega

othe-r tOnds n1ot dl asilied above.

tS. ial, and . tipp4a, flra-fligting Kwttneut. nateriai, ati
supplies: ralrhoad erj'.mj in'en materla mnid suppile6 other

than cohemilt raw nr'atorla-.

A toni; 'ribber iurnd rIn trtw~r pneibqil l: t F ks anecl~ip I, ill

4. s .r vici t rep air o hi. etc...... ...
Tut. t . v, r airig, -e- l---i-itini---g of - ,a------,

6 e. ervicad a ane--s-- . . . . . . 4.... 7I ------ , t50C- ........

(Thereupon, at 5 p. m., an adjournment was taken until Monday,
June 25, 1945, at 10: 30 a.m.)
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NONDAY, JNIE 25, 1945

UrNnrE STAes SrwAnH,
Cosnurrus ON BANKNro A") Ca CY

Waalington, D. C.
Tha committee met at 10:30 a. m., pursuant to adjournment on Fri-

day June 22 1945, in room 301, Senate Oflico Building, Senator Robert
F. Wagner (chairan) preliding.

Present: Senators Wagner (chairman), Barkley, Radcliffe,
Downey MAurdock, McFarland, Fulbright, Mitchell, Tobey, Taft,
Butler, apper,and Millikin.

The CtAmRMAN. The committee will come to order.
I have just received a telegram from Mr. Oliver M. W. Sprague,

who is professor of banking at Harvard University, and his name
is mentioned considerably in the course of the hearing. He says:

Dram Sxamoa WAGnr: I do not know that 1 can add anything to my rather
etended evidence before the Homse commitee on tile Blretton Woods proposals,
but perhaps a few summary observations on some of the major obJectlons of
,itnem at the Senate committee heari.ngs l ay be serviceable.

So far as I am aware, no funldamental defects or unmanageable difflcultis of
a tebchnical foreign exchange character have been disclosed in the course of dis-
cussion. It has indeed been argued that since this county does not for the most
part make its international paymeants by buying other currmcies there will be no
way in which the normal operation of the fund we can replace the dollars which
foreigners buy from the fund with their various currencies As a matter of
fact payment for Imlanhis not for the most part made with dollars, but where
that is customary it may well be necessary in the case of weak exhanges that the
nations of such countries be oquired to repatriate the dollar proceeds of their
sales. It is perhaps proper to observe in this connection that in some Instances,
and not merely for the so-called transition period, it may be necessary to choose
lbtween nome measure of ,exhange control and undesirable exchange Instability.
Establishment of the fiund does not Ivolve eliminuation of all exchange restrictions
overuight, but it surely does give ground for the expectation that sech restric-
tions may be gradually relaxed and far earlier than can be anticipated in the
absence of thefund.

It Is nurgl that the e1sablishment of the fund should be deferred tinll after
the close of the trInaition period. or at least until some more or less complete
adjustment of the British positlon has been arranged. Here I flud myself very
definitely unable to agree with the distinguished experts who have appeared be
fore your committee. I see no valid ground for the view that establishment of the
fund will obstruct or delay such adjustment. On the contrary, I believe that its
establishment may well facilitate the working out of such adjustments as may
prove feasible and desirable. In other words, all that the advocates of the hka
country approach desire can in my judgment be more readily sAcred during the
transition period with the fund in effective operation. At the same tirme, the
special provisions relating to the transition period seem adteuate to potect the
fund and the domestie ecnomics of the various members.

Finally, a word about the somewhat special case of Russia. As the Russlan
economy doee not function on a free enterprise basis, doubts have been expresed
as to whether that country could be a satisfactory member of the fund orga-
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ltation. On this point, I would say that given the will to do so, which I do not
for a moment question, the Russlan system will prsmamayly give rise to lew
intrisate problems for the management of the fund than mlay be euconatered
under a free enterprise regime. You will ftnd other obervatlos on Russia in my
testimony before the House ommittee.

Sincerely yoorm,

Mr. BuGacEs
Senator TamF Mr. Chairman.
Tile CWa aN. Senator Taft.
Senator Tar. I would like to insert in the resrd at this point an

editorial appearing this mo rning on the financial page of the New
York Times, by Henr Hazlitt. Since Mr. Hazlitt is an authority hhnim-
self on finance, it seems to be appropriate to introduce it here, and I
would like to md it, if I may. [Reading:1

Administration leaders ar planninlg to obtain songa ssional apioval of the
Bretton Wools agreements before tile sunommer rss, , his lnlice that the Sen-
ate lanking and Currency Committee, the full Senate and the conferees of the
two Houses, are all elpectld to agree and act on the easurea within the naext
2 weeks. Such speed on a mearure that will profoundly affect the cnorumi
futuire of this eonntry and of the entire world perhaps for many years to maen
will be possible only if the Senate takes an even more uncrittal view of the
agreements than was taken in the House.

The Bretton, Woods agreements hae been sold to the American public by a set
of speious slogans. The toet effective of these has been that their acceptance,
preisely as they stand, meansm "Untemlonal eooperafitn and freedo of world
trade. whiale their serious amendment would mean "isolatioin '" and trade wars.
Nothing mild be further from the truth. As Prof. . W. Kemmerer, monetary
authority of world-wide reputation whose long record as an internationalist
is beyond qtion . hosn put it:

"1sealdtlcly stionaing . * the trend of the Bretton Woods monetary
plan would be away from currey astability, free exchange, andl Internationalism,
and toward currency debasement, exchange entroils, paper-money standards,
and monetary natbialaiadm. n other words, it would be in the direction eusatly
opposite to the primer purpose of the fund as contemplated by its leading
Admerican proponents."

The economist who has had mor influence than aLnyone else on the present
form of the proiPoed monetary fund is Lord Keyned. It Is ignifcant that in
the summer of 198 Lord Keyne, in an artl in the Yale Review, frankly recoln-
mendid ecnomi .isolati.nism. He opposed the export of capital. IIe dplored
international trade as full of dangers. "Above all," he insisted, "let fnanue
be primarily natinal."

Perhaps Lord Keynes has since modified his views. hit enmoragement of
e~sntsliy natiqnallstei policies runs throughouit the Bretton Woods plan.

"We are determined,' said Lord Keyns in the Houe of Lords in MayIii of last
year, "that in the future, the eterlI value of sterling shall gonform to its
internal Value as set by our domestic iotlcies, and not the other way round.
· * *. (And these domestic poliies themsel'es) shall ie imnuloe from eriti-
eln, by the fund. * * * That is why I say that these proporls are the exact
opposite of the (international) gold standard.*'

Lordl Keynes got the proaiaions he was determined Apnn. Ie also got a pro-
Vision under which other nations can be rilctnelly alnt.or. , ] to t ialrrse liminta-
tilons on the freedmrt of exbhange operations" In American dollars if these beome
"searce' le even got a provision under which mmlber nations are nthorlzed
permanently to .exercise nh controls as are necessary to rgulate international
capital Onoelielts." They could not i pracetice control .suh capital movemont,
without olicing all foremgn-ellan ge transactions In these provisioas the
find delimerately sanctions . exhange controls, blocked currencies, nationalistie
and quasl-autarbhil trade policies.

The extraordinary argument has been put forward that Amerials entrance
into the proiposed mloneary fund would strengthen our bargaining ePwer in
getting financial reforms or trade concessions from other countries. Again the
truth is the exact opposite. If we approve the fund lust as it stands, we shall be
throwing away our immense financial bargaining powr bargaiinig power
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that could be our strongest weapon for seeuring world monetary stability and
the removal of paralyring restrictions on international trade. For we shall be
tossiag billions of dollars into an iteruational. pool whiech other nations may
draw on as a matter of right and almost automatically, regardles, of what we
may think of thelr poiies.

W ca keep our bargainin power for reform o*ly it the fund Is amnioded
so that its managers tan exereise beyond any 4houbt complete discretion rel.rd
Iag the ems and conditions on which Lindlvital nations may borrow from it.
The minimum nmendment to make this poesible would expfle/tly authorize the
managers of the fund to withhold its reourees fromn any iation which In theirl
opinion was following either Internal or external policies not conduetive to ex-
change stability.

Senator BInLE. Mr. Chairman the only comment I would like
to make about that is that apparently Mr. Hazlitt has gone so far to
the right that it has left the American Bankers Association extremely
to the left in contrast.

Senator Toery. Well, I would also add this comment: That he
would he against it if we took 3 months histead of a weeks.

Sena to BaalArrY. Absolutely.
The CmIjtAN. Or a years.
Senator Tarr. Well, the New York Times is probably thile greatest

financial newspaper in the United States. Its editor is entitled to
credit for sincerity and for coon sense; and, as for the arguments
he makes, they are unansweablea expt as to the tnime. that, o
course, is a question of legislative proleure. But as far as his argu-
mernts jiginst the fund are concerned, nobody has answered them yet,
and nobody can as far as I can see.

Senator BANnt. 'veBll, you had better wait until we get into the
Senate on them, and see.

The CnAmMraS. Before Mr. Burgess begins I have some letters from
a number of people who wanted to appear but were unable to do so.
They lve, asked to have their statements put into the record. Some
are for the liretton Woods agreement and some are againstit. If there
is no objection, I shall place all of thaes comm uniealions in the record.
Shall I read the names

Senator BAuxrz. No.
lhe CNAracrnt. All right.

Senator BAntxyr. You might put in the names, but don't read them.
The CnAmu.u. We shall put them into the record now. One is

fromn the Inde rndent Bankers Asociation. Another is from the
Pennsylvania Co. That is, all but three of the Pennsylvania benkers
are for the Bretton Woods. There are communications from the
American Labor Party, the Council for Social Action of the Congre-
gational Churches of the United States of America, the American
Association of University Women, the Economists' Conmittee on the
Bretton Whoods prograbo, and also a statement from Mr. Rene Loon,
who has been asked to appear before the committee, and hlie lihas given
a statement.

(The ommunieations are as follows:)
THn IxMET4rA{T BAiqRER1s ASOCIrAION,

Rowk Centro, Mist.., FebrSar I R, 194.5.
Hon. moana F. WAOn,

Cinna n te Bnat k ing an4o Currcy Comndmtteo,
enatr OGiec Bitdlino, Washington, D. e.

DEA 8IEA", WA..O;1: The exeultive couneil of the Independent Banker,
Axsclatlon met int St. louis on the 24th and 25th of Febrrmry for the purpose
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of cousldeing the Bretton Woods agreement. At this meeting the council, Oil
behalf of the aoeiationu, anIroed the attached report remmdig the idopr
ton of the Bretton Woods agreement and by resolution directed me to make this
meport available to the Oongress of the United Staes.

As you know, the Indendendent imnkers Aseliathon has a membership of over
2,000 country banks and extends into 40 States While we .an hardly claim to
,egpk for Wall StLeet, we do believe we ,can seak for Maiu Street.

Colpies of our report on the Bretton Woods agreement are being sent to each
Member of Congress.

Yours very truly.
BEM I)UBoIs, Scorelry.

THE BRETTON WOODS AGREMIENTS

}[eIo* ro CONRoEtss or rTE INNlmNBT BANKnsii AsSocanos

The Independent Bankers A,,ciation, through its executive concil, makes
the following report on the Bretton Woods agreeents:

t NfEF FOR INTlNIAnIONI* tom0lC COOMKIStJON

The United Nations in cooperating to win this war have been compelled to
marshal their total res1recs for unrestrained uSe in a war for survival. Victory
will nd thle termrlres of many of onr Allle in a state of ruin, theIr Industrles
destroyed, their manlpwer depleted, ad1 their popnlatton sick and hingry. Even
the ore fortulate of ourf allies will find their whole can.mi.c ¢trluture must be
remnverted from war to lecae and that yenhS of war have depleted their prmldu
tive facilities to the point where new euipment and new machinery must be
Introdueld at once if ecnoemic pa.raysis 18 to he avoided. The Vuiteo States,
in turn, will fnld itself needlng new outlets for tie tremendous pnoductlve capacity
we have generated during thils war.

We are deeply conscious of the fact that the end of this war will confront the
whole world with mnonetary and financia problems of a mlagllitd never iefore
known to man. These problems will be international in sCOpe, knowing no
national boundaries and transcen.ding solution except in terms of international

Comm,, sense alone wonld dictate that when we are hee to face with monetary,
fia.nlcial, and economic problems which ale intermnational in eoie, we should
sek tleitr solution through i ..tenalional aetion. Coinii.on senlse would also
dietate that when we are onfronted with an international cfonomie disaster
it is nolsnse to quibble over details. Disasters must e anet with action. We
are allled uIp)n to ddhres all of OUr effrtos to getting tile moit oat of the ma-
chinery now available. It woold be the height of folly to start overhauling A
the fire engine on the way to the fire.

In devising effetive maehinery for dealing with international eonomlie prob-
iems, w,! must measure its adequacy by the task to be done rather than by
conformity to traditional desgn. We shall win this war bueaus we were pre-
pared to adapt our military strategy to meet the problem before us. Our
invasion of Francea our air power, our naval action in the Pacific are but a few
examples of doing the imposble beau~se we were compelled to. These les-ons
should be remelberd in or onsidrtion of progiallns for International em-
nomic cooperation. There is no precedent for the nmlgnitnllde ot the international
monetary, financial, and economic problems we are facing with victory. We
cannot therefore, lightly .ast aide mny carefully eonsidered proposal merely
beause some groups regard it as "'novel."

U. T Wr aO y I INTNA#IfLO nA EIO OMIO OOOP5ERATJO INI ACIUEVNIO TASTING peAM

The President of the United States, on February 12, lfl4,5-the same day as
the results of the Yalta Conference were announed--snt a special messag
to the Cngrea s on the Blrettn Woods agreements. In that mesage be stated:

'"If we ar to measulnre up to the task of peace with the same stature as we
have measmured up to the task of war, we must see that the institutions of pleat
rest firmly on the solid foundations of international political and eonomic o-
operation. The cornerstone for internatlonnl olitleal cooperation Is the Dum-
barton Oaks Proposmaal for a permanent United Nations. International political
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lelations will be friendly and onsrhiltilve, however, only if solutions are fouid
to the dlfficult conomic problems we face today. The cornerstone for inter-
national economic eooperation is the Bretton Woods proposal for an international
Monetary Fund and an International Bank for ReHonstrmetion and Deveiopment."

The independent Bankelrs Association and its members have not always eon-
carred with the views of Pedent Rooseelt. At tum we have, bitterly opposed
them. On this matter, however, there can be no dispute. We think Lie spoke
for the Nation when he said that 'we must see that the Institutions of pape
rest firrly on tile solid fomndaions of iterna tional political and economic
eooperation."

We see no hor for mretainin the D unity of the United Nations down throogh
the years if the en o the war is the sigaml far each of us again to raumie
the attack in economic warfar. Just as you cannot steal your neighbor's bread
from his huniCy children and exict to retain hs friendship, you cannot steal
your allies markets and exlpct that ally to be tkn In by pious statements of
friendship and eoo}eraton.

We cannot permit tile hlninels of world trade to be clogged with eurreney
depreciation, disriminatory exchange controls, barter arrangements and cut-
throat comlptltion and except a world in economic chaos to ooperate In prvu
serring tile peee. We nnnot solate ourseiv(e from tile fact that our devastatedl
and war-torn allies must be helped to get back on their economic feet or their
collapse will shake the foundations of our own country. Neither all We ignore
the pressing needs of some of our allies for eilonmic devliopment so that their
people can have enough to eal and improve lheir standardof living.

These prminses we holAd to be obvious. On these pronlses we @anelolde tIIhat
real interlnational economic cooperation is as essential to lasting pea*e as Dun-
barton Oaks and a worhl-security organyation.

1I. THIS U'rnoi Wooms AM tMENTST

Last July the delegates of 44 countries were represented at tile United Natlons
Monetary and Finaeiul Conference at Brellon Woods, N. H. At this Ceofrelleo
they formulatetd cnmrete proposals for an International Monetary Fund and a.
Internatlonal Bank for Reconstruction and Development.

The lnternal11onal Monetary Fund is ldesigned to achieve three objectives
through intermnational ,operation:

(1) TO stabilize the values of dl currencies in terms of gold,.
(2) To progresasively remove barriers against making payments across inter-

nationsl boundaries.
(8) To provide a revolving fhnd of foreign exhange for meniber countries to

enable them in times of stress to maintain stable and unrestricted exchange reMa-
tieoships without resortilng to cutthroat omptillon and economic warfare.

Each country contributes gold and local currency to a common pool in the
fund. Total assets of the fund will be 8.8 billion dollars, of which the United
States will subscribe 2.75 billion dollars.

The international Bank for Reconstrution and Development will operate as
follows:

(1) It will encourage profitabie international inverstment in productive en-
terpriss. Loans in which the bank Is interested will be only for the iurpome
of rebuilding industries, pblie utilities, and so fortU, in wardevastated coun-
tries, and developing natural ,esoutt!a, public utilities and industries in under-
developeld cuntries.

(2) The principal timntion of the baink will be to guarantee loans made by
private lenders, such as hanks and investment houses. In addition. wh,,m n~e
sary, the bank will make some loans oot of Its own reonres

(3) laeh of the 44 United Nations will purchase shares of stork in tie bank.
Only a small part of the value of each share will be paid inmediately, and by
far the larger part will constitute a reserve to support guaranttie mnde by
thi71ban.

(4) 'the liability of eah member country is limited to the value of the shares
of stock in the tbank pulrchased by that country. Each member will share in the
bank'g riskls in proportion to the stock it holds.

The subscribed capIital to the bank will be 9.1 billion dollars, of which the
United States will subscribe 3175 billion dollars. Members will pay in only 10
percent of their subscription, in our ase $318,000.

The operations of the fund and bank are technical and involved. This is In
witable becamse international monetary and financial matters are tehnical and
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complicated. But, as the above analysis shows, the prineiples Involved are
simple and can be intelligently evaluated by the ordinary man In the street We
believe these principles to be both sound and workable.

We also believe that the technical details if the fond and bauk, representing as
they do the product of the tehnieal experts of 44 nations, are as sound and work-
able as it Is possible to formulate In advae qf-an actual trial and tesated et-
perienee. We are fortified in this conviction by the fact that more than 200 of the
Notiofn' top economists in this field-lneufdBg 16 past presidents of the ,Amerlkam
Economic Assoclation-approve the afund and bank agreements in their present
form. No doubt some technical problerms may develop in actual operation Just
as o fre9quently ocora in other Belds, However, we believe the intelligent way
to go aboiut the Improvement of these technIcal details is to get the Institutions
going and observe their results. Both agreements prlde methods of amend-
ament and If exrience demonstrates the need for improvement we are eofident
that all will be as anxous as we to see the Improvements made.

The Independent Bnkere Assocation has carefully weigh the arguments
against the Bredton Woods proposals. This asolation IWliees that the op-
pontenl of the p na mpletely m toneeie the nture of the objections they
are raising if they do not recognile that the change they propose will most likely
torpedo the whole Bretton Woods program for international economic coopera-
ton. We are of the opinion that the changes proposed will not he a1,ptable to
other countries and we will end up with another era of economic warfare with
all of its tragie consaquenes to world peace.

Iy. ao/orvuSIon

The indeipendent Bankers Association therefore-
(1) Endorses both the Inter.natl. al Monetary Fund and the International

Tink for Reconstruction and Development.
(2) Urges the Congress of the United States to net favorably on the Brettonl

Woods legislation at the earliest possible date and without crippling rervation.
(3) Calls upon America to insure the sond economic f lundations for a lasting

pace by carefully studying the operation of the fund and bank so that we can
improve such institutions as tried experience shaows the need.

TH/ Ponasf.Vra1a ('J,
Phumikdpkio, March 21, 1945.

Hon. Eomert F. WAossn.
Chlainan, Senate Connittee to anking and Barret,

W"shaWton, D. a.
Ml DFrn S*nxAzO WAlnr : We enclose, herewith a mienoandmnr on the Bretton

Woods agreements legislation now before your honorable committee.
We believe the memorandum to be self-explanatory. It has been submitted to

the 13 largest banking institutions in Philadelphia and has been signed by the
presidents of 11 banks repieentlng ap;PrOxlrately $3,000000,0o00 Of reoues, or
about 90 percent of the total resources of the local instithtios whiah have con-
cerned themselves with discussing the agreements, The two banks which failed
to sign hold considered objections against the portions of the agreements dealing
with the monetary fund.

Very sincerely yoursm
Wm Fts Knowsz Preeide.tl

PlflaflflnfltA, PA., March 20, 19*5.

iMJroaiw eg BEPrON Woona AomwFgTS

The suecess of any international monetary and financal plan dealing with long-
term lending, exchange rates, exlchange controls, and other aspects of world post-
war problems will largely depend upon the mutual understanling and the willing-
nems by all participating countrieS first to undertake, and then to Carry olut the
obligations asnmecd. The monetary chaos and the resulting social distress after
the First World War have dearly demonstrated the urgency for muthal action.

The United States now has opportunity to exert leadership in developing t more
nnlted and cooperative world. Even though such leadership Involves sabsta
tlal dollar cost we might well be the gainers through the retoratIo of reason-
able internatiional stability.
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The Bratton Woods agreements represent the approved tndies of 44 nations,
Obvlously, such a multilateral agreement Involved give and take and a spirit of
compromise. JIit as obvlously. such an agreement can never be wholly accept-
able to each of the parties conerned.'

We believe the agreements do proilde a fair basine for effective financial ollaba-
ration among the United tintlons as counterpart of collective security In the
9olinlm sphere.

The International Bank for Reestruetion and Development Is based upon
the dual prlniple that needed International capital mast largely come from those
countries able to supply it, and, sinto the beneflts are universal, the risks involved
should be sifred by all members. There has been little criticism of the plan for
the bank and that dealing principally wiit tteh nialitlea.

The International Monetary Fund provides a machinery for cooperation on
international monetary problems. It Is deslgned to maintain orderly exchange
arrangteeants, ty proa ot, elinlnation of foreign exchange restrictlons, andl to
provide additional monetary reaerves to all mnmbers so that they will have an
opportunlty, under proper safeguards, to correct temporary maladljustments In
their balance of payments without resorting to mewasres destructive of national
or lnternmtioiml pooperlty.

While there is general agreement as to the need for reaching the objectives of
the fund, it has met with varying Interpretatimna and with erilticsm because of
its novelty and doubts as to its workabhility. In an effort to meet this criticism
while still remaining within the framrework of the present plan, we suggst the
legislatlion sbhould be so drawn as to masure (1) omrtent and trained manage-
meant for the fund, and (2) oame governmnr al committee of at least five moemiers
to consult with the governors and directors on matters to be refer to the men
bars, and (3 an attempt be made to clarify the position of the United states with
respect to dierenes of interpretation whih now appear to exist

In view of the bmrad principes and objectives of the Bretton Woods ag
meats, the undersigmetd join in remnneading that the Congress, after fuil and
free discussion, give favorable cousderaition to the passage of legislation toward
these ends, sine the agrentient, in our judgment give tesudnae promise of
ablding the major inancal errtors conmstted ailter the last war, and seem
%fixble enuhg to he modified In the light of exprlece.

glauv Randm1lh. President, the Philadelphla National Bank; Darnd E.
Williams, Presientt Corn gxchange National Ban*k & Treat Co.:
James E. nwen. President, ltard Trut Co.; Isaaue WV. Roberts,
president, the Philadelphia Savings and Society; W. Logan
MaoMoy, President, Provident T .t Co. of Plhladelpla; Percy C.
Maroira, Jr., President. Land Title Bank & Tlulst Cl.; Win. Fulfn
Smith. Preaident, the Pennylvania Co. for fInsurances on Livs
and OGranting Annuitiesi Howardl A Loe, Claimna Tradesmnens
National Bank & Trust Co.; Arhb D. Swift, president, Ceotral-
Penn National Bank; P. Blair Lee, President, the Westernl SaT-
iug Fund Societry; H. lvIngston Sullivan, President, Market
Street National Bank.

Tun AunmAi, LAona PaWr,

Neto Fork, Y, Y., Mores 28, 1945.
ion. RusEnT F. WAorr.

Chamnain, Bclkincg rn4 CaUrrc nI Conmmittee,
United Statn nten, WarhiltoP, D, C,

Da SzA' o: The American Labor Party fully endorses the statement of our
President urging the approval of the proposaL, agreed upon at the Irheton Words
Conferencs a an indispensable prereuisite for a durable and prosperous peace.
Moreover, beause of the recent sbtle attempts by certain economic isolationlsts
to block the early approval of these proIsas, tie Americaln Labr tParty is
undertaking a eamplign to expose the real motile of these groups in the interests
of the Nation's aquestlomed desire for a real and lastlng :em,,

In connection with this campaign. we have formulated a comprehesIve pro-
gram on world trade to implement the Bretton WoAs proposals and to coamsate
the objetives of that Conferencg. We are taking the liberty of enClosing our
program anl strongly urge Its early adoption by Congress,
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The renewed itruggle of the dollar isolatlonists to impair the iotermationail
peace oganiuation forged by a bloody and costly war must be exposed quickly
and thoroughly before it is able to generate aconfusion and suspicion in the minds
of the American people.

The eaut unity, understamling, and friendship that has chara.terlzl the
relationships of the pace-loving nations of the world must be supplied with a
safe port of eonomli and fiaanclal sceurily. We must prevent the despairing
winds of selfish interesats from smashing the peace ship against the rocks of
another world war.

The peace, prosperity, and security of our Nation demand the eatliest approval
of the Sretton Woods proposals.

Very sincerly yours,
YMAN flruMnII, State Secretary.

TEM COUNoIL o Soorln Actiou oI rm COia A',noSAT,
C(ITmaAJ Cnncrsm or o TIE ULNITD STATkS or AMiac,

New York, N. Y, Martch 20, 1.94,
Hon. Ro~T F- WaoS..,

Waslinton, D. o.
DnA. S;Nno Wa.NEA: The legislative committee of the Coun.il for Social

Actioun, an agency represeioting more than a million members of tihe (Cmgma-
tienal Christian Churches. beieves that a healthy internatihnil economie syste.m
is absolutely essential to the maintenance of pnie, It is also 01our colsldtleed
olninau that the ipripsed lntermntional Seqluty Organisation (as developd
at Dumbarrton Onlks) cannot function excepit I an atmosphere of international
economic cooperation. Adequate lnstrumi nh and organiations are needed to
put suell cooperation into effet. We believe that the Bretton Woods prllosals
relating to an International Bank and an Iternatonal Monetary Fun] are
part of the instruments needed to bring about a sound basis for the exchange
of goods betweel ltiouans, the development of the world' resourms, aud tile
full employment of American workers. In short, tile Bretton Woods plans are
integrally related to tile effetle operamtion of the Ilternatiounal SeuIty Or-
ganlalion. Without Bretton Woods allnd other forms of imternational e'onlinit
cooperatlon, the Dumbarton Oaks proposalsIn become nohling mre than a well
iaalting but inweffetive oranlization for a plce which would be bound to
collapse.

The legislative committee specncally approves the International Monetary
Fund. Furthermolo, becaue the fund is to serve a radically different purDos
than the bank, it is our Judgment that the fulnd should be kept separate from
tile bank,.

It is our onvicltioa that tile sepalrate exstene of the fund is neesary for the
following considerations:

1, Tile eed for tile fund will be greatest during lhe period Ilmmediately fllow-
log the cesatlon of hostilitie. During thills erlod, unstable and chaotic situa-
tions will exist in many plrts of the world. Lend-lease and UNRRA will either
be withdrawn or limited i function,, The fund would be used o, preent vio-
lent swing in exclh.angl rates alld to encoll'g, hill interhange oef cur.reniae
thus facilitating trade and investment Furthermore, it is during exactly
such chaotic situations that the bank itself could not function. Nor could the
frnd work as It should if It is tied to the bank with the motives and eonsidera-
tians which should govern the bantk.

2. The hbank itself cannot function properly untlil stablity in the exchange
rates ind the free ihserchange of ,urre,,ie, has ibe established. Tile use-
fuiness of the bank will be greatly impairedm by the lack of an indtependient
fund.

3..In the alsenme of tile fund, governments will set p exchange controls.
restrict the movenent of eurrenelie, and generally create anew anA in mote
extreme forms the monetary warfare of the M0ise. In other word, the real.
alternative to the international Montary Fund As propoatmd is not a substitute
fund controlled by the bank but rather a series of unilateral currincy colntrols
whkih spell n011ing more nor less than economla warfare.

In view of these eonsiderations the legislative comiittee urges you to sp-
port the Brettaleu Woods proposals with a separate and Independent Intermna-
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tional Monetary Fund. The American people mean busis alNul interna-
tional eonunmw c coperation. Your support is neessary so that the desires of
the Amritans will not be thwarted again.

VetT truly yours,
TuOMAs D. KEBN,

Seereiar, Lrgishlatt U'ommittt

AvImcAN ASOCIATnoN OF UNIYlES1f WOMSlI
WashMngtn, D. C.

Hon. Ilossr H. WannEa
Chalinnan, Senate Ba,,king ald ,umfnrt Committee,

WtahingtOn, D. C.
lar.; SqeATro WAors: The American Atssoiation of University Women

wishes to recoed its strong support for the adoption of the Bretton Woods pro-
puslls without anlly further alendment. We should be glad to testify before
the Senate Banuing and Currency Committee on this questl)n, but we do not wish
to protract tile hbrlngs unduly. and are substituting this statmenlt for the
lllformatln of the commnittee.

In vlw of ilte dangerl that any unilateral action by the United States. othek
than the anmlndmIent already apprved, might Jeoplardlie the ltimaet adoption
of the agreemeents we lurge the committem to report the legislation in its psent
torn as soxon as possible and to urge prompt and favorable action by the Senate.

Witx sincere admiration for your excellent handling of the Senate hearings
onl this lmatter,

Very sincerely yours,
Dr. HIEN Wraten Rzi 1m

A.o.oiale in International dullation,
Ameran Assciation of University Women.

ecoNoImlTs' CoMitarl ON* TIE Bt.,oum Wooes rPOaMr,
cambd ye, iMass., April 27, 145.

Hon. RoFBnT F. WAGNEI,
United States Senate, Washington D. C.

D1ia Sxa: In response to Congressman Spenee's letter of February 26, 1945, the
Eonomists' Comllttre on tile Bietton Weeoods Prgram condueted a second poll of
ecmonomists. In poll I, you will recall, we palled approximately 4*~ expertt-all
nmember listed in the Americalln Economic Assocation Diretory as primarily in-
terested in the fields of ()ll eoreoen systems, national cmonI mics; (2) bnsIness
y ,,,s amd flue tuatlons; (3) moey and banking, short-term credit; and (4}
inlernatlonal trade, finane, and eonomie policy.

Now In poll II we yolled all members of the American Economic Amssoiation
reghlrly residents I thie United States,

In poll 1, O rrneut of those who w resonded favored our statement urging
Congrm, to approve tile articles of agreement at BrettonWomls.

In poll II, thle results were almost identical. Approx hately 47 percent re-
spoded.d Of the 1,711 ballotus mriaed which indimated a choice, 1,a7, or 8.83
percent, npproved, and 174, or 10.17 percent, disapproved. The results in greater
detail are give n pin aragraph (1) of the attached notes.

We submit again our stmatement al the lists of its 83 sponsors, of whoin all
but one are regularly associated with a university. At the time of approval of this
statement, Q sposors were on leave and working for wartime agencies, and 4
were COlSuitaltll.i

We should appreciate it very much if we were to be permitted to submit to
you the signed ballot8 of bothl )olls. Within a few days we shll also send you
the lists of (a) sponsou, (b) others who approve, (c) those who approve wuth
mihor reservatlons, (d) those who disalmpproe, (e) those who failed to chOck their
ballots, (f) those who appove but were not counted because of official conmec-
tion with the Bretton Woods Conference.

I aplimil a copy of oar statement and the names of the sponos (biath pUb-
lishedl i the Congressional Record, February 21,194i).

Sincerely yours,
Srnonm H. H1nno CtheirMo

75672- 41--nO
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1. The results of poll are as follows:
Nllumber of ballots mailed -....---- --...................... 3.706
Easokt which did not reach addressees and were returned to this commit-

Total numinber who received ballots .................. ....-.--. .- 37

Number of iMllots sent back to this committee, to April 11 (46.N7 percent) - 1, 71
Ballots signed but not checked for approval or disapproval .- . .... 4
Nube' app..roving, but not tIncluded in poll because of slnster's offelal

connetlton with the Bretton Woods Conference 7......... ......... 7
- 50o

Number of blalot, counted Is remainder -...- ...-...- ...... 1,.11.
Of which armror wIthout reseration------- ------------- 1, 523
Of whlvh approve with reserations ---.-...-.-..-...... .14

Total number approving (8.83 proent) -.. . .................. 1,537
Of which disapprove .-------- ---.- IS
Of which approve of bank but disapprove of fund.....i .6..

Total number disapproving (10,17 perent) --.............. 174

2. Poll of memlbrs of Eonomists' Natilonal Committee on Monetary Policy:
eanibers of the Eaonorltsts' National Committee on Monetary Policy who am

a group are opposed to Brettun Woods replied in larger relative umranLra thnn
all member of the American Eollno ic Association. This may well be a eply
to those who argue that those who appmwrove our statiment replied in larger
numbel' tan thase who do not approve.

One thouand seven hundred and sixty-one of the AEA replied, or 46.T77 ercent.
Of 61 members of the ENCMP (acording to 1944 membership list aud latest

AEA direetary), 36 replied, or 5.G02 percent, and of these 26. or 72.22 percent. dis-
apprved.

3. Presidential poll: In poll I, we Ineluded a poll of exprlident, of the Amlri-
can Eeonomle Association. This group aly be (onsldered the most tstingulshed
group In the colntry. Tilei vote in that poll was 16 for and 2 against. Since
then we have had two more votes against (Prof, F. A. Fetter and Joseph 8. Davis).
Inclusive of the vote f the current president, Prof. Ira L. Sharfnxan, the vote
is now 17 for and 4 against (and 2 not voting).

RECOMMENDATIONS OF ECONOMISTS FOR UNITED STATES APPROVAL
OF TIHE BRETTON WOODS MONETARY AOREMENTS

Sionosu s or Turn RsconeaM owe

Prof. Jannes W. Angell (Cuolumbia)
Pro. John D. Black (Harvard).
Prof. J. M. lark (Columbia).
Prof. J. B. Condfliffe (CalIfornia).
Prof . AJ. nton de Iasl (Harvard).
Prof. Howard S. Ellis (California).
Prof. Paul T. Ellsworth (WIscosin).
Dr. J. K Galbraith (Fortune).
Pres, Harry D. Gideouse (Brooklyn).
Prof. Frank D. Graham (Princeton).
Dean CGare E Griffin (Miehigan).
Prof. William Haber (MCichiga).
P'rof. . Haberler (Harvard).
Prof. Somour E. Harris (lHarard).
Dr. Elbert 0. Hart (Committee fr Economic awDewlopmenut).
Dean Calvin B. Hoover (Duke).
Prof, Frank H. Knight (CiEago).
Prof. Wasslly Leontief (Harvard).
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Prof Frit Machiup (Buffalo).
Prof Edward S. Mason (Harvard).
Prof. Wesley C Mitchell (Columbia).
Prof. Mabel Newcomer (Vaor,).
ProE Paul M4. O'Leary (Cornell).
Dean Howard H. PIreton (Washington).
Prof. Winfield Riefler (Princeton).
Prol, Henry (. Simons (Chicago).
Prof Arthur Smithie, MlGehbignl
Prof. Tiptle R. Sthaely (Vlrgto/a).
Pro. Oliver M. W. pnrgre, (Harvard),
Prof. Jaob Viuer (Chicago).
Prof. Charles R Whlttleey (Pennylvania).
Prof. Clair Wllox (gwarthmore).
Prof. John B. Woosley (North Carolina),

pOLL OF ZFI-PlESFhT M THE AUEICAIN IXO)MUO ARSOCATION

Sixteen uApproved these recommenditlons: Ernest L. Bogart, John M. Clark,
John It. Commonsa Irving Fisher, Edwin P. Gay, Alvin H. Hanse. Alvin S. Joihln-
Ton. At A. Millis, F Clelek C. Mills. Wesley C. Mitchell, Edwin I. Nonrsae,
Carl C. Plehn, Oliver M. W. Sprague.' Jacob Viner Walter F. Willcox, Albert B.
Wolfe.

Two disapproved these rnmmeWndation: Thomas N. Carver, Edwin W.
Xemnerer.

LEmn: SNT e M SBiroa IOIM'I F. WaONEi VaN COAD (011MSMA,; BEpnt SrElCI
CUALFires. REST1TIwrELY, or THE BAnO AtND CURMSr COUM m ( 3,111m M ra

Ecoiomrn' Co.nmurI m or Tfl BIsrome Woo., pEo.AV.
Febralort le, 1945,

TDHan EIB: I nnnit herevwith a stnteient of 224 eonomits In support of the
Bretton Woods program. This statemuet Is snmsored by 33 economists isted
on the attahedl sheeat and is slgn, by those who namea will be Sent to yom
later. Tbis statemlent was also sublitted to all tlving ex-presldents of the Ameri-
can ]Eoowl, Association, nearly all of whom rplied. Of the 18 who reoied.
16 approved tile statement and only 2 disapproved,

It may intret you to know that ubstantially more than othlf of tha
eonomlstS who wee poilel--all ecnomists listed lby the American Econom ic
AsolatIon as prlimaril Interested in intenational eonomIc relations and three
related fiaeld-rplied to this Poll. Appro.inately O percent of thoir who
repled approved and i10 perent dlanpprved.

This shows a remarkable degree of unanimity among economists. Economists
of all klnds-iberal and monservatve, Democrats and lepubllola, New Dealers
and ant-New Dealers young and old--eem to Agree lnit rvival of world trade
Is imperative and that the Bretton Woods program is the road to take toward
more trade and a higher standard of living.

8in*erly yonrs.
SnnSut E. Hanrms, cktnz

RECOMMIENDi1ON18 OFr E]fNOMflS FOU UNITED STATW AmOsAL Wr THE BErero
WOOs MOvrr"ar AomrŽm,

We, the undersigned economists, urge the Congress to acempt the Bretton Woods
agreements frovidig for an loterIatlonal Monetary Fund and International
Bank for Reonstructlon and Deelopmet. Our main reasons follow:

1. If expandlng internationual trade is to make Its mluch-eded eontribntion
to the prosperit of the United States and of the nrld, exehange relations be-
tween currenoies must be established on a stable and orderly basis and there
must be a steady flow of international invetmenlt to Inrease the productlve
efficiency of the colntries of the world. Action is, of course, required in other
no less important fields suh as trade borriers and canmoditles In world surplus.
Although the monetary Blind ind the International Blank do not furnish a corn-

Also listJ aS spo Sor.
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plete solution to the internatlonal economic piroblems, they will contribute sub-
stantially toward solving the exchange and lnvestrmnt problems.

2. The experience of the interaar period has demonstrated that neither the
operatiun of the internatioaal gol stalndard nor the drpedemut action of
national governments will achieve workable exag arrangements. The
nineteenth century gold standard is toeo intleible to allow auntries the in-
dependence of domestic atI..on which they now demandl; and the policy, so
widely followed in the thirties. of dlsregar4ing international onsiderations in
order to achieve freedom of atioa hIn the domestic sphere only served to contrate
internat ti, I trade and, in the ovil, to make every country poorer.

3. I the field of inRestmnnt, the last 25 years have shown the need for lIn-
ternatlonul action. While international investent did .reah a nubstantial
volume during the twenties, the invesment was in many eases ll-adiseld; rates
of interest were high and many countries resorted to borrowing in order to
hawumo, their international acco,,ts without Iareasng their productive capacity.
The collnps orf the thirties broulnt relpudlaion, de[lltloi or d eriatoln; and
many borrowers and lenders resolved to eschew the dubisns benelts of inter-
national iivestment in the future. Counditiou of foreign lending must be sub-
sltntially improved if internatinnal Lnvetment Is again to make its indipenra-
ble contribotlon to the properity of tile world eton y on which, to a large
degree, our own welfare depenads.

4, The proposed Monetary burd provldes a program for avoiding competitive
currency depreciatlon, the abtrary and discrimimntory control of foreign ex-
change avalable to pay for current imnlorts, the freea.g of funds due for cl-
rent transactions, and related forms of cnomil warfare. This is in line
with the fundamental United States trade policy of free enterprise with a
minimum of administrative interference, discrlmlination, bilateralinm, and in-
tenational barter. The Bratiom Woods agreemlents are eential to keep the
door open for iter l pppieltinl of this lndaimenlal polticy thrloghll iiernatiOtnal
'Uothatlons delnug withll tariff discrimlnation.. "'idmlisirative protettion," im-
port quotas, cartels, nw-material conutrols, etc. Tile clae in tile Bretton
Woods agreemenits which permit limited devaluation, cottinned control of capital
movermnld, radioninag In emergetie8 of particular currencires oliially dtlalred
to he lscarce, and a gradual reimovil rather than abrupt terlminao of wartime
currenry and exchange controls are necessary a¢odifeatlons for reaching the
fundamental objctivs.

5. The proposdl Bank for Reonsiruethml and Developmlent aims at ILnrersing
security of international leoding, not merely through the bank's guaranty but
by making the government of the borrowing country directly reponsiblhe io the
bank. Since the bank rather hian any parthkular government Is made tile direct
representative of erelltIor., the dbtor country's governlmet cran he called upon
to take rirouesiotlii(y withouto loss of dignity or rik of conflict.

6. Under the Monetary Fund, barring outright repudiation of debts by same
lebtor government, the risk of financial loss is very small. Under the hank agree-
aient. loans are to be safegunared not only by the scrutiny of the bank but by
authorizing each governemat to present its Ecurrency from being lent if it thinks
the trasnectlon dangeraou and under tlhe guaranty, all losses are to be shared
among all member countries in proportion to thelir subscriptions. Thile ad-
vantagu of tile ilagreements far outweigh the financial risk incurred by the
United States.

7. The good will acquired by accepting the agreements, snupported by the in-
fluence which the United States can legitimately exert through its large voting
power in the fund and the bank, will be of great advantage in the settlement o
(otlher international issues.

8. Bretton Woods represents the first attempt of the United Nations to reach
agreement on vital ofnomne issues. The present draft cauld undoubtedly be
Improved as regards details. But in view of the fact that over 40 goenments
are in.volved aind in view of the complexity of the problem, the exatensive con-
cessions made by others to the United States at Bretton Woods, and the li-will
we would incur by insisting on reservations it is very doubtful wheher niloathr
agreement could be reached at all or, If reached, whether in the end it would be a
better one. If the present proposals were not ratified by the leading cntrdsies
of the world, the outlook for gealuine linternational collaboration in the act

ohald field and even for world peace would be Indeed gloomy. It Is tereore a
matter of urgent necessity that full support be given to the agnrenet by all
United Nations,
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SIGNEESoF· TIE REoOMMENUaTo$8 1

Milton Abelson, Department of Conmmerc.
Moses Abramovltz, War Production Board.
I. King Adamson, Ohio University.a Rlaus Adler, Yale Uniyersity, Institute of International Studies.
F. E. Agger, Rutiers University.
W. E. Alley. )rake Unlv orsty.
Clay J. Anderson, Central MLasouri State Teahers College,
I.ar Axelson, TreasurT Department.
Willis N. Baer, John IL Stelson TJniversity.
EdgaFr R. Baker, Jr., United States Department of Labor, Postwar Dl1ision,
Antonin Mael, Columbia Universty.
Theodore N. Beeklm ,, Ohio State Unlyergity.
Edward M. Bernsten, University of North Carolina.
Percy W. Bidwell, Councl on Forign Relations.
Artbnr I Bloomfleld.
Elmer C. lratt, Lehlgh University.

Edgar B. Brosrd, United States Tariff Coamission.
William Adms Brown, Jr., Brown University.
NOrIa,, S. Buchanan, Untversity of California.
F. H,. Pioting, Unlverity of North Carolin, Woman's College.
RIy PJ. Corne n, San Diego State ollreg.
Claude A. Campbell, Universily of Oklahoma.
V¥ahimar (rlsoin, Aliioch College.
Cecil C. Carlpnter, ,iversity of Kelnturky.
W. larrison Carter, Jr., UnVeerrty of Connecticut.
Frank Cist.
Riehard iramouce, National Bunrau of Economic R.seanl,.
Richard Clmons, Jr.. John Adams High School, West Hlempltad, N. Y
Clara U. CLPvenger, Northeast Missouri State Teachers Collge,
Emilio 0. Collado, State Dpartment,
John ]. Condliffh, University of California.
M. V. Condole, Ohio State University.
Arthur 0, (Go.,C. O ideutal College.
John H. over, Ofi of lend l!ast' Admbisitrataon.
Oarfield Y. Cox, University of Chicago,.
John r. Cronin, St. Mary's Semiinay.
Morgan B. Cushing, Bowdotln College.
Dun M. Dailey, United Stntes Savings and Loan League.
John S. de Beors, Treasury Department.
Waiter H. Delaplane, Duke U nI yersity Graduite School.
Fthrl i. Dietrich, Mount Holyoke College.
Hawrored B. Dolbeare, University of Florida.
Erlest C. Drair. B oard of Gove.rors of the Federal Reserve System.
lIris 0. Dressier, College of the City of New York.
Eteasor TAmslng DHlles, Social Security Board.
William . )dunkmian, University of Rmlester.
K. Dana Duradl, United Stales Tariff Commlsion.
Earl V. Dye, Pelhnsylvaia State College.
James S. EarIey, tlniverity of WiaOlnSn.
1. R. REdlister, Deparment of State.
lienry H. Edmlntmn, Fderal RKerve Bank of St. Louis.
Walter P. Egle, Ohio State University.
. IEdward Ely, Hurons of the Census, Division of Foreign Trade Statlatis

John, titer.
Willy J. A. Feuerlein, Board of Eeonomic Warfare.
Clyde Oin Flsher, Wesleyan UniverSity.
Caroll W. Ford, University of Akron.
Harry I. Franklin. United States Tariff Commission.
Herbert F Fraser, Swartbmore College.
Ralph . Freeman, YMasarhnsetts Institnae of Technology.
Robert W. French, Louisiana State Universlty,

Amlialon, as gilen by latest dliretory.
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Lewis A. Proman. Univeraity of Buffalo.
Gordon S. Fleber.
DFntun A. Fuller, Jr., Amlerican Ins}tite of Banking.
Earl S. Garver, Trinity Collae.
Arthur Di Gayer, Queens (Volege.
Erdee B. Gettell, foard of Ienomie Warfare.
Harry I), oidetnw, Brooklyn COUerg
fax Gideone., Rutgers Uniyersty.

B. M. }lie, Louisinab State Unlvrraity.
T. H. 001Golightly, MadIon-Crawford Nationial Bank,
Hlenry F. Grady, American President LTne*i Ltd.
Frank D. Grahamol, Prieeton University,
William h Gregory, ftson Taylor Trust Co., St. LoUIs.
Albert Griffin, Riory Unversitiy, Georgia.
F. GOl mann, Unlversilty of North Carolina.
o. Haberler, Harvard Univerity.
George II. laiues, Grove City College, Pennylvania.
(eorge N. Halm, tlfts College, Massachusetts.
Alvin ] Hanson, Har.ar. d Uliverity.
Seymour E. Harris, Harvard University.
II. 0. Hayes, Ohio ftate Univerity.
R B. Heflebower, State College of Washington.
Michael A. Hellpern, Hamilton College.
F. A, Cermeon, University of Notre Dame.
C. A. Hickman, State University oi lowa.
James Holladay, Univelrsity of Alabama.
Jacob Huark, Treiasy Department.
H. D. Hothkl., The Citadel.
Warren S. Hunsberger, Universlty of Nev.Hampshlre.
Egi, .P hi H t, Woodrow Wilson Jnnior College.
Asher InSaes, Untiversity of Pitttsburgh.
James MI. Jarrett, United States Tariff Commission.
Otto Jeideis, Bank of Aeriesa.
Albert S. Keister, University of North Carolina, Womans Col 1ee.
Raymond P. Kent, University of Notre Dame.
Mlii, Kimball, Ohio State University.
3. L. Knipe, I)ouglas T, Johnston & CO., New York City.
Carl Krelder, Goshen, College.
iL S, Ilnldry, oloit Collge.
Simon Litman, University of Illinois,
V. M. Ingatreet, Board aof Governrs of the Federal Resrve System.
Ilwis L. Lorwin, Board of Eeonaomic Warfare.
L. R. Lunl,, University of Minnesota.
0. 0. MeDia rmid, College of William and Mary.
iarian E. MGregor, University of North Dakota.
John Gillort MeGrew, Conoard Stte Teaches College
M. Grae Madeeine, Immcutlata College.
J. D. Magee, New York University.
Otto , MaTllery.
W. . Maaurer, Baker & Co.
bliot G. Mears, Stanford University.
Ray.mond F. Mike.el, University of Washingtou.
B. 0. MIller, Virginia Polytechnic Institute.
IHenlry S. Miller, Que(lls Colege.
Frederick (C. Mills, kColumbia University.
Robert I. Milroy, Bowling Oteen College of Commeer.
Waldo P, MRleeliL, Indiana State Teachers College.
T. A. Mngllnitsky, Ityo a University.
rTheodor Morgan, ilarvard University.
Walter A. Morton, University of WiLConsin,
P. W. Mueller, Jr., De Paul University,
Waller R. Myers, University of Mlinneota.
MareiS Nadler, New York University.
Otio Nathan, New York Univereity.

. R. Nefield, University of Newark.
Hans Neiser., Unlverslity of Penusylvanla.
J. H. HNoble, Armour & Co.
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B. M. Noln, Univoerity of ITllinois.
Rolt Nugent, Russell Sage Foundafion.
'Paul Martin O'lary, Cornell Unierslty.

0. A. Olson, MPherm College.
Carl E. Parry, Board of Governors of the Federal Beserve System.
Ernest M. Patterson, University of rennSylvaula.
Paul S. Peiree, Oberlin UCntllege.
J. Marvain Peterson. Miami University,
N.. I Petrmuzeli, United States Bureau of Foreign and Domestic Condenrc.
Wilunam T. Phillips, Ulversity of New HampsB. re.
Howard H. Prl'ton. University of Washington,
E, L. Qulrin. Iabson's Reports.
Harold L. Reed, Cornell University.
Joseph R. Rt,,er Bureau of the Budget.
Alice .LReynolds, anurielr College.
WinliCdd W. Riefirr. Institute fIr Advanced Shudy, Prlneton.
Robert Rorkafeldow, Rhode Island State College,
Harold H. Rae,, Board of Economic Warfare.
Walter 8. Salant, 01ffie of Prie Aduinlstration.
Arthur SCbbweiter University of Wyoming,
Lawrenc I SelH. zer Walyne University.
Hale '. Shonefield, Joint War Prodnuction Committee.
William R. Shermnn, Hillsdale CQolie.
Edward C. .Inmons. UIniversity of Michigan.
R. W. Slsbaugh. W..e druff ;Hay"s & CO.
Lawrence Smith, Wellesiey College.
L J. ollonjbrger, University of Oklahoma.
S. U. Southwtorhb, Coilege of Wiliarm and Mary.
Kenneth M. 8mpng. Yale University.
Charles B. Spaulding, Whittier College.
A. Rugene Staley. Flltlher SchOOl of iaTw aid Diplomacy.
Halns Stndiger9,. New &bhoel for Social Researeh.
Leroy I). StinIower, i)epartment of Stale.
M. Stokes, iebanon Valley Callge.
Gordon B. Strong, Duqllanue Unversity.
A. F. Sturmtlal, Institute for Econonri Edlueation.
]rBnt tW. Swanson, State College of Washington.
Joseph H. Taggart, University of Kansas.
Hernuan P Thonas, University of Richmond.
R. . Thomas, Purdue University.
V. P. Tilnoshenko, Stanford University.
CUharis S. Tipletts, Meleorsuburg ACaden,.O Alin S. Tostlebe, College of Wooster.
L. W. Towte, Lawrence Collep.
A. P. IT 'nmer, Jr., Montana State Univermty.
F. W. Tuttle, Universlltyl of Florida.
C. B Upham, Amrelican GUnirerity.
Roy Veateh, Board of Econonre Warfare.
Rutledge Vining, University of Arkansas,
Alexander Wall, Robert Morris AssOciation.
E. H. Weinwurm, New York University.
J. [' Wernette, IM.arard University.
E . Wllite, Board of Economic Wartare.
Charhl I, R. Whittlesy. University of Pennsylvan.a.
Thomas F. Wihen, Texas Thnli.al College.
Cair Wiltox, Swartbmore College.
John B. Wosley, University of North Carolina.
Frlerick M. Worley, Univerity of Pelln'ynvania.
David MCoXrd Wright, U0I0vesity of Virginia,
Waillsce Wright, Iowa State College.
John Parke Young, Occidental College.
T[lil list luds ) nar es of those listed in the American &'onomidc Aoelia-

tion direStory as primarily interested in iemrnational trade or any of three re-
lated fields who responded to our nuliry and approved this stateent. (Therewere IS who disapproved.) In addition, there were 33 sgnsors and 16 ex-pres-
dents of the Ameriann Economic Assoeatlion who approved this statement Ofthese, 25 sponsors and 10 e-presidents (who were not also among the spoantrs)
were not included in our poll,
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ESTAIhmKrF I3t L , poxttetroN, N. J.

To the Ctmittee oI Baicing and (6srn O ted Blames Seoate:
As an exchange man and a free trader by conviction. I approachl the Bretton

Woods Fund agreement from the angle of certain factors which thfluence the
American price stricture, a

We know that our wages and taxes, both high, are integral parts of our cots of
production. We also know that a large national income can result only from
great nrlcPtion at good priess. It is a fact that, all things tual, trade every-
where gravitates to the premium markets and that, In so doing, it can cause sri-
ows price readjustments. Siuch being the case, these questlbns arise:

Can America protect her wage scale and carry her debt burden unless her
prlic are maintained at a reasonably high level?

Can American costs suocessully compete with foreign costs when these latter
are often based on bankrupt conditions or cheap labor?

Con America, tariff wise, let down the bars and also maintain a satisfatory
price level on the basis of the Bretton Woods Pund agreement?

And If there is any doubt that we can do so, where and how should we seek
protetion fo our price structure?

We know that tariffs, quotas, and exhange coMntrols, by Impeding its flow,
reduce the volume of trade, spread unemployment, undermine prilce. We kinow
that tlhy challenge retalilation in kind; that once established they are rigid; that
they maintain their rigidity despite changing conditions. Obviously we must
look elsewhere for protection.

It Is my considered opinion that we can find protection for our prim in a free
exchange rate i, which no one should be permltted to spcualte. Fr in the free
exchnnge rate ire netoully integrated tarilit when needed, quotas when nededt
tobiSidies when needed, yet all are reduced when thie need for them declines, while
they disappear altogether when the need for them is gone. For example:

Assuming the doilar-sterliug euiliaunm rate of exchange is $4 equals EI and
that the banlne of payment rus against America, the dollar, If free, might fall
from $4 to $5 equals l. This would be tantamount to a 25-percent tariff on our
imports nnd a 25-vreent subsidy on our exports. Both would make for balance
and, as we approached nearer to balane. tile rate of exchange might move from
$5 to $4.50 equals i, thus cutting both tariff and subsidy by half. Once balance
wele ahiev]d, the rate of exchange would return to equilibrium. Every o)uint ry
would find in a free-exchange rate exactly the same protection for its own price
structure without need of resorting to artificial controls.

The differences between the fixed rate of exchange and the free rate is this:
Whercas ander the fixed rate of exchange balance is nachblev by direct price road-
ustenots ill combination with a growth of credits and debits Involving the risk
of repudiation, under the free rate of exchange equlibrum comes through a
conluous h . nlge in relative pries-baome e.rsus foreign as these are expressed
in terms of changing ,exhange rates.

In explanation of what is meant by relative pric e hanges: assuming the rat
of exchang. to be $4 equals £1 (20 shilings), an Englisimi needs 5 shillingsm to
buy $1 worth in America. If tile rate goes from $4 to $5 equals ft he needs only
4 shillings to make the same purchase. Theugh the rate of exchange has changed,
the Amercln price remains the same. Converisely, at the rate of $4 equals £1,
a, Americln needs $4 to buy i1 worth in England. If the rate goes to $5 equals
£1, Ie needs $5 to buy the same thling be formerly bought at $4. The rate will
hare changed, hobut the British price remains unaltered.

Stme might ask, "Is this not six of a kind and hailf-doren of the other?"' The
answer to that is "No." Nr if, instead of changing rates we change pries. we
at once affect all those factors which go to make up prices, such as wages, taxe,
rents, etc. Whereas, if we change the rate of exchange, we merely put the brakes
on overelling and stimulate buying where and when both are nedede. Whereas
the fixedl rate makes for balance primarily thrugh readjustmoents in prices, the
free rate makes for eqnilibrium with a minimum disturbanee to price structures.

How, some would ask, cold we carry on business on the basis of flUUtatlng
bxchanges? One answer ls that, despIte flultuatlons in co,mmodities and seeri-

tie,wedomanage to do busiess in theamarkts. Moreor, as our foreign om-
merce reeimts hut 10 percent of our total trade, we can afford to aecept the
risk of exchange on this l0 percent, if thereby the other 00 percent is given protec-
tion and stability. Tihe Bretton Woods Fund agremet would, in effect, cause us
price wise to redJust 90 percent of our total trade to the 10 percent of our foreign
trade. Can we afford this?
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Our control over our dollar should at all times be complete. But we Rose
that control if we link the dollar to other eurreneles wI ose values are under
foreign control. For mtonetary policies everywhere are primarily monduetled to
suit natiollal needs, and what snits other eoutries may not suit the United
State-and vice versa. By adopting the Bretton Woods Fund agre!ment Con-
gress abdlleates Its power to regulate the value of the dollar and, in effect passes
Its pmrrogatires onto other and foreign hands. If, in combintioth tberewlh. it
also lowers tarilffs. Cngress will turn this counmitry from a premium market
to a dumping ground. Despite ou1r ipomparable resutre s, human and mns-
teilal, we will once again, prie-wise, go "through the wringer" and again, as
in the early 1170's, ntedlhssly foe( the paradox of misery in the midst of
plenty.

Under a free dollar exchange rate "dumping" on this county would be elim-
inated beeause the dumper wunld recele for his goods mere dollar erealts, use-
less in his country but good here for the purchase of American goods and serv-
Ices. He, not we, would assme the rik of exchange. If we ittempted to
dump on other elunlries the aame situation would be ours to hee, Under
these conditions peoples everywhere could concentrate their efforts on the
delopuilent of their home markets free of alien ilterference. They would
a(ljust their units of curreny to their internal needs, which are paramount,
and they would readjust their price structure under the protection of ithe free
rate and only to the extent of their nals from abroad which, in most cae, repl
resent but a fraction of their total requiremnil s.

Under the protection of the free rate we could and shoulrorluede tariffs to
a minimum; we could i.nd shounld eliminate quotas and lift exehauge controls,
save those over speculation in the exchanges. To the fill extent of national
needs werywhere trade would have maximum freedom, while hole markets
wonid find that proteclion which tlh'free exchange rata autommatially provides.

If this sounds like orsimnplification of this, our base problemn, I would say
thit nothing that is intricate ~n be sound, and that the Brettoi Woods Funl
agreement is a .l..onr inIt to iltric'y. It suggests no priln.ple of valuation
i, the alxing of exehan rates; no theory of value on which to acept or rjet
these rates. It seeks to larmoniz e great differences by- reserVlg freedom of
action to all and sundry. It offers flexibility of exchange only at the expense
of prices. It puts the cart before the horse by attempting to stabilize exehanges
before those mclltions which cause instabllity In the exchanges are eorrecte.
And, worst of all, by making a fetish of "stabilizatio.n', it would prke-wlse sac-
rifie our home market to our foreign trade. thus exposing Americaln labor to the
,omptitio n of the colie,

No one can properly disagree with the objetives of the Bretton WoodS plan
whih ar loftly, and, precisely because they re lofty, make the fund igeement
sound . ine to the uninitiatedl. In reality the most charitable thing that ean be
said of the fund agreement is that it is premature in the extreme and, world
.ollditions being what they are, mut produce the very opiosite of what its
spmonsr would have us expect. IHowever, the pre..ulr.! is on and Congress will
probably ratify the Bretton Woods fund agrementn but if the oter great
nations also ratify It, whbi is far from certain, they will most llkfly acmnnny
their ratification with reservations stiielent to invalidate it. We already have
the British Prime Minister's offiail statement in Paralnment to the effect that
lrittain propwes to protec her balanca of payment come what may.

Fortunately for us two of the most flagrant mconomie exploiters,, Ormany and
Japan, have ben eliminated. We must hope that the other nttfion, great sad
small, will deal with us fairly, But l!t us bear in mind that their own internal
problems are to hem prarmount t that they will not abandon their freedom of
action when urgelnt internal questions press for soltionl that their national
interest will ilways hase priority over their international obligations. And who
shall blame theom?

We, toe, are in duty bnound to protect our producers. wage earners, and tax-
layers. The free rate affords them that protection and disrininates against
no Nation-o the antrary, It Is fair to all and fair to us. Sooner or later
circumstances will compel us to adopt the free rate. At 1pre sent it is a question
of chleoe, it will IIe one of neessity later on.

Senator MrInnur. Mr. Chairman, I understand that Senator
Thomas wants to appear before the committee.

Senator Toas. Which ThomasI
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Senator MrjxxN. From Oklahoma.
Senator Mnxocw. Mr. Chairman.
The CInAmIAN. Yes.
Senator Munc. I called Mr. Fagan at the committee Saturday

with reference to the desire of Mr. Murphy, who represents a group
of mining interests in the West;

The CHAIm a. Yes.
Senator MunocK. And I was assured that he would be given an

opportunity to appear persmonally.
The CAMrsamN. Yes.
Senator Mumnocs. I think that is the same thing that you have

in mind, Senator Millikin?
Senator MnjxRj. Yes.
The CnaMnAw. Yes.
Senator MULKTN. The chairman has agreed to hear Mr. Murphy

at 3 o'clock this afternoon.
The CHnAMMAN. I might say to Mr. Burgess, we have to leave here

about quarter of 12 for a 12 o'elock session, and we will meet here
in this room again at 3 o'clock, because I do not think our session
will be very long, in view of the death of the late Senator Scrughamn
So we shall leave at quarter to 12 and be here again at 3 oclock, and
I hope the entire committee will be present.

Very well, Mr. Burgess.

STATEMENT OF W. RANDOLPH URGESS, PRESIDENT, AMERICAN
BANKERS ASSOCIATION

Mr. Buanoss. Mr. Chairman, we appreciate this opportunity to ap-
pear before you. We have two witnesses, Mr. Lynn Hemingway, of
St. louis, who is the chairman of our committee that has been ex-
amining this matter, and myself We kept the number down to two
to save your tine.

I should like first to have the record show that I presented the re-
port of the American Bankers Association on this subject, which I
think you all have had a chance to examine. It was published on
February 1. It doesn't retfect the discussion since that time, but set
down the considered opinion of the American Banker Association.
There is some misunderstanding about the productipm of this report.
I might call your attention to the fact that it represented the work of
some five committees. The work was done initially by a joint groupof the economic policy commission, the advisory committee on special
activities, and the committee of the association of reserve city bankers,
and the committee of the bankers association for foreign trade. Their
findings were approved by the administrative committee of the Amer-
ican Bankers Association, which is our governing body, partially of
elective officers, partially appointive, and, in the case of each one of
the other organizations, by their governing body. So it represents
the opinion of a very substantial segment of the banking community.
Aind this was, of course, sent to all our members and may he taken
as the report of the association.

Now, you gentlemen have heard a great deal of testimony. I have
read most of it or heard most of it, both here and in the House, and we
do not want to take your time to thresh old straw. 'It seems to me
that the question before you has narrowed down considerably. We
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do not have to discuss the question of yes or no. I think the hearins
and what we get from the country have demonstrated that the people
are in favor of international monetary cooperation. Our associatlon
always has favored the principle of this bill, and our sole attention has
been devoted to trying to suggest ways that it will work most effec-
tively. I think it has been demonstrated also that by ingenuity, as
was shown in the consideration in the House, interpretations and
helpful changes can be made, certainly as far as relates to the organi-
zation in this country, to put into effect the policies of tile fund and
the bank.

Now, Mr. Hemingway and I would like to try to summarize for you,
if we may, where we think we stand on this, with the idea of helping
you in any way that we can to reach the decisions that are before you.

The question are narrowed down also li tlhis respect: that the
,riticism has been focused on the fund. and a very substantial part of
the criticisms relate to the lending powers of the fund, the question
whetherhehr ey are too broad and dangerous, and I can say without
attempting to bring the evidence before you-I kno* that you have
heard it--that there is a pretty substantial opinion by competent
people that there are dangers in the lending power of the fund,
and that was cited even by organizations that came to the conclusion
that nevertheless we should go ahead with it substantially as it was:
like the Coinmnittee on Economic Development, which did, however,
suggest some changes; the chamber of commerce; the bankers' groups,
the Orange, and so on. Of course, that opinion was not unanimous.

Now, what are the dangers with respct to the fund? And I direct
myelf specifically to a question that Senator Fulbright asked on one
or-two occasions, that I didn't think was completely answered. In the
first place, let me say that our concern about the fund is not primarily
a questioni of loss of the money. Thait is not a dominating question
when we are dealing with as large an area as this andc as large a ques-
tion. If this ithing suicceeds, two and three-quarters billion is a small
priceto pay for the sueces. It might be a large price to pay for

I must confess that I am not reassured as to tihe safety of the fund
by the argument tihat it is amply secured by domestic currencies of
the members. 1 think experience leads one to doubt the adenacy of
that security. We went through ihe period of trying to collect the
bills that were drawn on Germnan banks. The money was on deposit
in the Germanl banks, but we-my bank and others-had to settle for
40 cents onil the dollar, and so on. We have just been through a similar
experience with respect tfsome of the South American countries where
it was not a question of ther being money on depoit in those coun-
tries. The transfer problem, in other words, which Dr. White says is
the danger point, is a very real danger. But I won't labor that point
because the question of the loss of money is not the major point here.

The second point that one might examine is the inflation danger.
This is highy inflatiohary money. The fund has money that is more
iflationai'y than the bank; and at a time when we are talking about
the OPA contrls and other means for avoiding inlation, I do want
to call your attention to the fact that the money put out through the
fund is inflationary money. In that comecotion I have distributed
a copy of the testimony given before the House committee by Gem
Leonard Ayres, of the Cleveland Trust Co., who is one of our best
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students of these matters, reviewing exactly what happened after
World War I with respect to just that question, and pointing out
the fact that the flowing out of $6,000,00,000o of American money at
that time was in no small measure responsible for a terrific increase
in buying power in this country, which impinged on scarce goods and
which drove prices very high. You brememhraJ $3.50 for wheat, 45
cents for cotton, and the tremendous rise in prices after the war which
culminated in the very disastrous break in 1921; and that was cer-
tainly contributed to by our very large expenditure of funds which
we put in the hands of foreigners to spend.

Now, that is not an argument that we shouldn't make loans. We
have got to make loans. It is an argument that we need to do it with
very great care, and the money spent by the fund is more inflationary

than that spent by the bank. It puts into use gold which adds to bank
reserves. To the extent that money is provided by the sale of Gov-
ernment securities it inflates the deposits of the bank. Whereas, with
the ease of the bank, where you are deaing with the lolng-ten capital
market, you have a mechanism that draws in funLs before it spends
them, so there is no new'addition to the splendin, or not much ddi-
tion. One wouldn't say there wasn't any, because it may lead to some
expansion of bank credit. But the firnd is more inflationary than the
bank, and that means that its spending, particularly in this t rasition
period when goods are scarce, needs to he very carefully guarded.
The thing that we just mustn't do again is to do our foreign lending in
a spasmodic way: Ihat is, to pour the money out and then stop. That
is disastrous for these other countries, particularly for the countries
that are dependent on a few products, a few raw netterials, like the
South American countries; and that, in my judgtlent, is an argument
for seeing that the fund's spending is very carefully safeguarded,
particularly in this period. And we want to review that a little later.

Now, there is a third point that is very puzzling and difficult, and
that is the political question. In the case of the bank we have a vetoon all dollar loans that are made. In the ease of the fund we have no
such veto, and. as we brought out in this report, it would have been
possible, if Italy had been a member of this fund in thie days when she
was attacking Abyssinia, for her to be drawing down moneys, our
moneys, fiom the fund at the same time that she was following a
political policy that was directly contrary to our national policies
and national interests.

I observed the testimony of the Secretary of the Treasmur with to-
sped to the Argentine. If the Argentine were a member of this fund,
the Government in power could draw down our money for its own
purposes, and that would be a difficult political question, because
of course the Argentine is closer to those countries to which its exports

we had had this fund in operation before the World War, and
Japan had been a member, it could have used these moneys to buy
munitions of war-iron and steel and oil, and so forth--in this country.

Notv, I am quite aware of the dangers of mixing up economics and
politics, but l am frankly a great deal puzzled hy this problem. I was
reading on Saturday an article in the July Foreign Affairs just out,
by Herbert Feis, who, as many of you know, was economic adviser for
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the State Department for many years, and a pretty wise economist.
I quote in particular this paragraph:

Thus we are fure. to cornsler an old and highly ontroversJal Issue: Sall we
take political questions into account when mling loaru? It ,ms plalin tllant
we must. Our eoeolmlc pr.ospets, our safety, tile dchane that decency will
Pevail In this worl' - tlllh lleos will be affeted by the use tat foreign caunltries
make of tbe e.onomie strength for wloh we provide thle nourishment.

I observed in the discussion of this bill on tihe floor of tihe House that
the question was asked, as a matter of fact, by Mr. Brehm of Ohio,
whether there was anything to defiiitely show that these funds cannot
be used by other coutr'ies to rearm and prepare for war. I should
like to have a yes or no answer to that.

And the answer that he received was that they cannot be so sedi.
I regret to say that the answer came fronr, my Congressma in New

York, because Ido not see anything in the documents that would pre-
vent the use of these funds indirectly as a net ,esult of the balance of
payments, for the purpose of building up munitions of war.

Senlator Miila . Mfr. Chairman.
Mr. BuRaNsS. Yes
Senator MurmxrIK. Would you mind if I interrupt?
Mr. Bounr s. No.
Senator M1iAx.I I have read that article to which you refer. It

seems to me it poses a very interesting question and a more or less
insoluble question. If we are goin to control the money that we
advance to foreign countries partially front political considerations
that is a two-wa road.

Mr. BulwEsS. Yes, sir.
Senator MInriTN. It apltlies to us as well as it applies to them.

Politically I do not believe th at we would ever allow anyone to tell us
how to use money in this country and therefore I doubt whether
politically it is feasible for us to tell other countries how they should
use the money of this fund, in any possible political aspect of it.

Mr. Bvooss. I think tuat is correct. There is one aspect of it that
comes in, of course.

Senator BARnKLY. Well, the answer given by your Congressman
was not so far offil, after all, then, was it?

Mr. Blumlss. No; I understood it to be that he said that the fund
had a provision that would prevent the use of this fund for warlike
purposes. I understand Mr. Millikin's suggestion is the opposite:
Tha tyon coudhtn't determine it.

Now, that appears in other guie. We have had experience witl
many countries in lending our money to smaller countries, and that
has been a very important aspect on whether a government stayed in
power or not. OfPcourse, lbaring our money to use is very helpful
in ke pinga govenment in powerat. For exa ple, if the Argentide
could draw on ns for funds, it would help keep the colonels in power.
Now, that is n aspect of it.

Now, again, I don't believe we can insist on having a veto power
on all dollar used by the fund. That is a problem. To my mind
it is an argument for keeping the operationsof the fund really limited
to an iron ration, to goo shoet-term credits Now, that is not a log-
tcal answer in a sense, but it does apply to the general idea that tbe
bank should take loans which are for development, for reeonstniction,
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the kind of loans that are apt to be asked for by-or that should be
asked for by some of these corntries that are in this kind of situation,
that they are not of the quality that should go into the fund. That is,
I think we want to be sure we have a line of demarcation so that the
fund is restricted to quality, to real qality.

Senator Mn;wocar. To what? I din't get your last word.
Mr. BulloEsss. To quality. Quality of loans and short-teon loans.

That is it is a central bank for central banks. It is to furnilh
an iron ration, if yout will. Now, I am not clear that the articles as
drawn, eveu with the House amendmenats, would do that, hut we will
conime to thalmt in a few mninutes. These reasons accumnulate, to mec to
emphasize that we want to be sure that those limitations are what tiley
are interplreted to be.

Senator Fniontre. In connection----
The CiAntAN. What limitations would you put onil short term

loans $
Mr. Bnwacss. Well, we shall come to that.
The Cuinmraa. Well, if you are going to speak about it I won't ask

you.
Mr. BuStis. Yes.
The CHAInRAN. Very well.
Senator Formutorr. I was just going to suggest in that political

problem, which I see is exceedingly dillicult, you can hardly think
of this fund operating except in connection with an operating over-all
agency such as the Charter of San Francisco.

Mr. Bnaorss. Yes, that is right.
Senator Fmamorr. If you eluimiated that, I agree that this thing

would be a very dangerous one.
Mr. Brnioss. Yes.
Senator Fumonaton, But unless that works, and this being in a sense

a art of this whole approbh-
Ar. Business. Yes.
Senator Fmnixoanzr. Why, you would have your danger, but I think

yoiu will lave to rely on the San Franisco arrangement to have some
Iluence on the political angle, don't you think a

Mr. BmuaEss. I think that is right. And I think there is perhaps
a very helpful way of developing that. The thing that we io want to
see is that the managers of the fund, if they are advised by the SoceiaI
and Economic Council that so-and-so is a bad boy, don't at the same
time hand the bad boy some candy.

Senator Frmmunr. I had the same feeling you did, that we cannot
just close our eyes to the fund and say, "Absolutely, we pay no atten-
tion to anything else that is going on except these exchange trans-
atctions."

Mr. Bumras. No, no.
Senator Fnirnowr. And yet I see no way to reduee it to a provision

in the fnd itself.
Mr. Bnaess. I think we want to be clear that the fund really has

the authority to raise objection as to the way its money may be used.
Now, it seems to me-this will ibe covered more fully by Mr. Heming-
way-that in the interim period with respect to previously occupied
countries perhaps it is clear that the fund has that power; but once a



BRETTON WOODS AGREMENS A4CT

country has got in, it looks very automatic, and I think that needs to
be reexaminled.

Senator Munnocs. Mr. Chairman.
The CHAIRMAN. Yes.
Senator Mumwni. Would your'answers and the argument against

the fund be changed at all if the San Francisco Charter had been fully
ratified and was in effect

Mr. BurGEss. No. I am assuming that it will be.
Senator MURaocK. You are asking'that it will beI
Mr. Blmomss. Yes.
Senator Mmocxa. Notwithstandingi
Mr. Buxtms. If it were not for that, why, it would be pretty nearly

insuperable but I didn't have-
Senator MPuanoes. I see. I just thought your answer might be

changed by the complete ratification of it.
Mr. BwoEss. No. r think even so we need to examine this lan-

guage again.
Senator Mitaasw. Mr. Chairman.
Tlhe CHAIRMAN. Yes.
Senator Mtrnniw. It senms to ime tnhat Senator Fulbright's question

raises a large question as to the San Francisco plan. If that plan is
going to cmneern itself with favo:ing one systemn of polities as against
anotler rou at once have the same kind of problem as to the plan that
you wou 1 hlave if this fund favored one system of polities as against
anothxer.

Senator FrnuaonrT. Well, it definitely disfavors what went on in
the case he cited: Japan and Italy. It certainly is devoted to the
preventionl of aggression. That is cited liere as an example of what
we want to avoid.

Senator Mlrmaic. Well, hut I don't understand that there has been
any eeoinomic code drawn at San Francisco. Tlhlere is provision for
settieng up an economic council, but I do not understand that they
ha}v ci wn up an economie code.

Senator FamrlNoaT. No, not economic; but the examples that were
used as what Japan had engaged in and Italy, are the very sort of thing
that the Security Council is designed to prevent. Now if they deny
action or they won't approve of that, I wouldn't see anything incon-
sistent with other agencies concerned with interniational affairs taking
eognizaltce of it.

Senator MILInKIN. Well, I think your remarks, SenatUr, are driving
to the question of preparing for war, in terms of munitions and that
sort of thing, and my suggetion was going at political systems, which
in a sense involves the same thing.

Mr. BlucrEss. It may, Senator.
Senator MIluiJiN. If we followed the Fels sugestion, we would

determine whether we will do this, that, or the other thing &ecause
we do or do not like the political system of certain countries. That is
a very serious matter, and I take it it is not contemlplated by the fund.
If, however, the San Francisc'plan contemplates that very thing,
then we hIave raised in interesting question as to the San Francisco
plan.

Senator Furamonr. I do not think it does contemplate that.
Selnator MImLllN. No.
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Senator FULnRIgrHT. It is just the political systemn.
Senator MutKUIW. So that if it does not contemplate it, then there

will be no over-all agency in the San Francisco plan to get at the
narrow question, the nalrrow matter that I am posing, as to not
putting loans or not giving aid to countries the political systam of -)

which we do not agree with.
Mr. Bumnot:. There is a whole gamut there, of course. One is the

question of whether specifically to use it for munitions of war, and
I think you can well ometiton that in the wording. If you can rule
out the use of funds for relief, for rconstruction, there is no reason
also why you can't nile out the purchase of munitions of war, and
development let us say. I don't think that negative clause in section
14 of the House bill is broad enough. I think you could partly cover
it there.

The other question is one of economic 9 uestions, which borders on
the political. Her is an administration in power in X country that
is careless politically, that is careless economicallr. Now in my judg-
nerit it isn't clear enollgh, hare that tbat administration might not
draw funds from the firnd to carry on an uneconomic policy, and I
think economically it is possible to bore in a little more on our wording
on that score. liut the main eonslusion I would draw is that you want
to fence this fund in so that it is very carefully safeguarded. And we
will come to that.

Senator Tonlsy. Mri. Burgess, you are familiar with article X, Re-
lations With Other International Organizations?

Mr. Buanots. Yes.
Senator Touny (reading)
The fund sball cooperate within the terms of tbi agreement with any gmeneral

IWnternatnal organIzation and with I 1.. iWl Internlational organizations having
sp]elalited rerns.il.iIRtIes in reated fieldS.

Mr. Butorss. "Within the terms of this agreement"
Senator Torey. Yes.
Mr. Bunoess. It has no power-
Senator TonY. It enunciates the principle of cooperation with

general economic policy.
Mr. Burvssi. Juist as it should; yes. But that does not cover this

point, 1 think, Senator.
Senator FuLsaam r. Is it our specific suggestion that the words of

restriction should not be used for munitions of war?

Mr. Brwowss. Well, that is one of the things I think ought to bethought about, but, more important, I don't know any limitations
whichi rak.~ absolutely sure thiat tls fund is u~sed for. chon*-term
prime use, a central bank for central anks," "an ilon ration," as itIs sometimes said. I try not to mention Mr. Keynes.

Senator Teor. Mr. Burgess is it your thougt-is it your general
idea-that the Senate committee oa ht to be entirely satisfied withthe results of the House bill as far as any changes are e0clerned, or
are you going to suggest their going further than the House went

Mr. Bmlaess. We are going to suggest, to urge, Senator-
Senator Tonry. Are you favoring itt
Mr. InonOs. That there may be some further changes.
Senator Tony. You are not entirely content with the House bill;

is that it?
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Mr. Bom-aos. No, sir; not entirely.
Senator BARKLEY. I would like to ask you this: Is your association

still urgingelimination of the fund?
Mr. 1naoess. No, sir. Tilere again we-numy I come to that in just a

_i nute, Senator?
Senator BARAlE-r. Oh, pardon me.
Mr. BuRorss. I think I will make it clear as I go on.
Senator Toasu. On the point you are speaking about you did give

the House praise for what it had done, expressed more approval of
what it had done; did you not.

Mr. BUanCESS. I thoudght they did a fine job.
Senator TOBEY. In theory?
Mr. Bunrsos. But, of coiurse, the great Senate of the United States,

I alm sure, can impiove it, Senator.
Senator MurmocK. Tell that to the marines.
Senator Bl ry.: Didl you say that in your testimony on the IHouse

billI
Mr. Buorssa. I didn't say that in the ilouse.
Senator ToEry. lepFresentative Thorn, please take notice of this

libel on the oiuse. [Laughternj
Mr. Bvornss. Now, a fourth point with respect to the fund is the

danger of failure. If this turns out, as John Williams used the words,
"tobe anlother failure," it would be very much too had.

Tedlmically, if we get into this scarce-currency provision, which
I thiink is an abomination of tle wicked, I think article VII of this
bill is highly inexcusahle. It lys the whole burden of responsibilityon the creditor. I think it rnees careful attention. But, of tourse,
that does not come into operation if the fund is working beautifully;
it comes in if you eneontter failure, if the fund gets frozen. At that
point, if the fund as a responsible group of fellows has to take formal
action dclarbing a currency scarce, that is about the sueas the Fsed
oral Reserve bank in New York raising its discount rate 2 percent,
and whlai that does to an international picture in the way of diseourag-
Pig a flow of capital out and so on, is very serious. Ii is very diffr-
tnt filn just thle faft of a urrency being scarce in the mark~t. It is

declaration by a responsible group of people which I think is ex-
tremely seriousl; and the power then of any country to break agree.
ments that it nmy have with us. so it can abrogate an agreement, is
authorizetd too specifically. I think it is very serious. Also I think
the failure of this thing would be very paiful and would lead us
again into just what 1 have t alkd about a roller-coaster policy of
lending, where we lend and then stop, and that is disastrous for the
other countries of the world and for world cooperation, and so on,
So that is a danger. There again that is an argument for making
sure that the fund is very carefully limitd in its operations and pro-
toected.

Senttor RtAcnrrn Mr. Burges, are you going to discuss these
four points in detail, now or later. Are you going to discuss them
further on?

Mr. Boerss. No. I think those remarks conclude what 1 was go-
ing to say about them.

Senator Ravctw. Could I asksone question about them, very
briefly?

Mr. BuRoEss. Yes.
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Senator RADinl. The sacorl point, the second objection which
y'ou raised to the fund, I believe, was tha~t you considered kt might be

inflationary view f the scarcity of goods in this country and the

~,,, , ~ eliee, ws tht yo coniderd htha~t we an

fact that the punchases by forei ,m nations would tend, of course, to
inmrease the demand. )oesn't that go to the whole question of or-
eign trade? I view of the scaro of the articles in this country,
wouldn't practically any purchase fronm abroad have an inflatiolnary
effect? And if so, how far is it advisable that such an inflationary
tendency should develop if thereby folrign trade, to a certain extent,
can be piromoted?

Mr. BunoEss. I think, Senator, it is largely a question of timing.
I think over a period of yeats we are pretty well agtreel that we want
a flow of investments fron this country abroad, wisely and properly
made Now, the trouble about timing mi human affairs is that we a ll
geton these waves of feeling about things. Th country is now ahlmost
pathtologically internatintal-minded, so that they are not patient with
even stopping to think about things, and that means we are going to
pour out money too freely abroad. I have been through it twice

Lyself. I was through it in 1920-
Senator RAIDCrrP. Well, haven't we a practical situatiou n before

us? If punyha:s abroad tend to have an mfaationary effect, haven't
we got to make up our mind how much of that is wise and how much
of it isn't

Mr. Brnorss. That is exactly the point; yes. That is exactly the
point.

Senator RAcurFr. I thought persomally you might be a hit eon-
celte in developing that idea.

Mr. Bros. Well, yes; I do want to get at that. I think we want
to look every gift horse in the mouth, Lad we ]ave to do it case by
case. I don't believe that you can sit back and say, "Well, we ought to
lend 5 billion abroad this year and 6 billion next." Thlere is already,
of course, a huge buying power for our produets. I think Itarry
White gave you some figures on that a few days ago, on the amount of
dollars that countries already lave and the amounts that have become
available to them in one way or another by actions we take. And we
have got the Export-Import Bank project, that I am for. And we
have got to do something about the Dritish position, which I am for.
I don't think thenr is any general rule, and nobody can lay down all
amount, but I do think in each ease we have got to make sure the
machinery is such that it is examined not jut from the point of view
of this individual ilstanee, but from the point of view of the pieture,
whether that is going to lead to thle purchase of scarce goods and going
to push our economy too hard.

Senator Tanr. Mr. Burge~S, will you explain why you think this
fund is more inflationary in fact than the ordinary loan made to tbe
bank?

Mr. Bcacrss. Well, in the first place, the u-es of gold, pouring a
billion eight hundred million of our gold into this. All that, of courso,
goes directly into the credit stream and expallnds the bank deposits
and purchaslng power, and could do it manvfold. I don't think as a
matter of fact it will do that, baeuse the Federal has tile power to
offset that by the sale of Government securities. I say I don't know.
All of this is a question partly in terms of the minds of the people, of
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how we think of these things, and the business cycle is iot an economic
phenomenon; it is a psychological one, and the people are moving in
a direction-

Senator Ban;lex. That is true not only internationally. It is true
in the Nation. Itis true in banks.

Mr. BVRoRss. Exactly.
Senator BARfLa.L Classes and moral equations have entered into

those things that you can't set out into law.
Mr. BaRu ss. Yes. Now, right here we are in tJle middle of an

inflation period. Ths is the time for caution, I know a banker who
has a sign up over his door, "In )rosperity-caution; in adversity-
COlll'age. Th is a time for cautron.

Now, sir; I want to answer your question.
Senator DowNiy. Mr. Burgess, before vyou go on, I understnod

you to use the expression-maybe I didn't'correetly understand it-
pathologically internationally minded." Is that the expression you

used, anddid you meau to iuse that expressior I
Mr. BlRoEss. Well, for the record I don't suppose I did, Senator.

[Laughter.]
Senator DowNrY. No, no. I think it is in portant to know what

your meanuing is. Did you mean what one would think you meant by
that expression I

Senator TAFT. Almost. lhe said alnmost pathologieallv
Senator DownY. WVell, all rihlt.
Mr. Buirss,. I put it. I iut it in "alnost.'
Senator DownEy. I don t think thie "almost" was there, but even if

it was-
Senator Tarr. Yes; it was.
Senator DowIsy. I meno all I want to do is to find out whether that

is what you meanu, You seem to be a man who nees language very
precisel and carefully,.

Mr. inamss. Well, I am for-
Senator Dowmin. But did you deaslgntedly use that exprosion?
Mr. Bmness. Let me explain it. I am delighted. I am delighted

, hat we are mo, becaiuse the danger was that we would relent the error
of after the list war,

Senator DOWNEy. Well, you don't mean, to say you are delighted
that we are crazy at tlhisstage? Is that what you mean to say?

Mr. BurmOEss. Not exactly, Senator. ILlaulter.
Senator BAlnr:. Well, you used tile word "pathollogical" in te

sense of sympathetic, didn't you?
Mr, Ilarnss. 1 used it in the sympathetic sense; yes.
Senator BAtLru:Y. You didnt mean to ileude the lunruttio fringe it

that phrase?
Mr. Ilhorss. No.
Senator DoWNEY. Well it doesn't include tile fringe. It includes

thliose that have gone cormplelely over, as I understand it.
Senator R rnIa rx. You said "psychological" andti not "psychlial ic,"e

didn't yon?
Mr. llu,.oss. WXell, the (ianger, of course. Senator, is that whet you

are in one of these minoods you do things carelessly without thinking
about themn, and my only thought is thait where responsibility rests
there is responsibility for stopping, looking, and listeting and trying
to guide this thing into wise chiannels.
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Senator FrLwsxr.T Do you nhave anlly suestion as to how we could
control or coordinate the loans and the purchasing program in this
country? It strikes me that some method of coordinating those should
be very valuable in these 5 years or 10 years.

Mr. BRauss. Well, I was delightesd at the provision in th e ous
bill for this council which, as I understand it. will unify, at least with
respect to policy, all of our Oovernrnents indertakings with respect to
foreign loans. I think that is a great. step forward, and I hope that
council would-

Senator Futncntr. Could act sort of like a rationiing board-
Mr. BUtress. That is right.
Senatov FUalBa'rT. InII thee purehlases ad give proper distribu-

tion among the various onesq
Mr. Bnaoss. Yes; I think that is a very real help.
Senator MnILuIN. Mr. Chairman.
The CHAIRMAN. Senator Millikin.
Senator MILIXnrn. Do you foresee tile posibility, Mr. Burgessa of

our possibly rationinta exports?
Tfr. BURnEss. Wef I would hope we wouldn't, Senatot, but it ties

right in with our loans. If we put too much money in the hands of
foreigners, we may have to ration goods.

Senator MIuiiN. WVeI, we could achieve the rationing by ration-
il the loans.

q1r. rniorsa. Yes; that is the place to do it. That is te best place
to do it.

Well, now, those are the dangers as I see them, if that covers your
question, Senator.

Now, what to do about it, Mr. Chairmran; and I would like, if I
may, to reply to Senator Barkley's question on that score. I think
there are two main'approaches to this problem, These dangers in the
fund are recognized by responsible people. One way to do it would
be to postpone the operations of the fiund to a more normal period when
Ihe dangers of leakage and abuse would be less; and, frankly, that
is the recommendation which our committee made when it considered
this tihing sme months ago. We made it because we have been often
accused of--no. Let me say that over again. We didn't make it for
that reason, but we have frequently beeu accused of not making con-
crete suggestions. Somebody says, "What ilternativeisthere?" Well,
we gave an alternative and spelled it out. We wanted to do that not
because we felt that was necessarily the only alternative, but to have
one. That was the proposal, generally saaking, that the New York
State Bankers Associaetion arrived at, with some variations, and the
gentlemen from the Federal Reserve bank arrived at after some con-
sideration.

Senator Tonay. Which gentlemen from the Federal Reserve bank?
Mr. Burenss. Mr. Sproul and-the Federal Reserve Bank of New

York. Excuse me, Senator.
Senator TonEr. You were here the other day. We pointed out that

13 other bank presidents all are enthusiastically for it, whereas Mr.
Sproul and one or two others-

Mr. BmlnEss. There are only 12 banks.
Senator TonEr. Well, 12 banks. Eleven to one.
Senator TArt. I would like to take out that word "'nthusiastieally"
Senator TounY. Well, that is a preponderance of the testimony.
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When we hear the testimony of the prof~.sor from Harvard Collegec
when we sit here and hear 1 authority say one thing and 11 the
other, when one says postpone it and the others say go ahead, full
steou alhead, what is J, jury to tide kupon wAho lats tile authority,
who speaks as having autiority for the American Bankers Assoca-
tionV It is Mr. Sproui? Or is it the other 11 presidents of bantks

Senator lRuin(rEr. We want to hear all of them.
Senator Tonry. Hear all of tlem; I agree to that. And I cite the

fact that the preponderance of testimony on these issues is largely ono
way. Thie repornderance of testimony.

Senator I xalKn. In that connection, while you am answerring Sen-
ator Tobey, I have been bothered somewhat by the division of opinion
in the banking world.

Mr. Iritmoess. So have I Senator.
Senator lBAR(LEY. The I'ennsylvania Bankers Association, for in-

stance, made up of big and little banks, has endored the Bretton
Woods prolsa ls, fund'and all. lihe Independent Bankers Associa-
tion, which is made nt of albout 2,000 country banks throughout the
country, have endor.s it,

Mr. Buu,*ss. Yes.
Selnator BalrL¥. Now, the New York Bankers Association at the

beginning differed fromnt the American Bankers Association. Your
aissociation reconfnindeld the elimination of the ifund altogether. The
New YoTrk Bankers Associatioi reeommended simply that it be post-
plloned. So that there seems to be quito a division in the banking
world oviw this whole thing.

Mr. Brriess. That is right.
Senator Batsn,. And we are glad to hear all of them. But I

wonder whose advice we ought to take after we have listened to every-

Uir. Bunoxss. I may say to the Senator that that difference be-
tween ourselves and the New York State Bankers Assoeiation I think
is more in form than in reality, perhaps. While we said we wouldn't
adopt the fund itself, we put its functions over into the bank and
would develop them gradually.

Senator BAuaxL. You have come around to the New York Bankers
Association viewpoint?

Mr. Brnaas. No I wouldn't say that, Senator. I may have come
even further than that.

Senator Bannxt. Well, I mean-
Mr. lurnarss. I was going to say I reeognize that we hae learned

something in these discussions hero.
Senator BaKLErY. Yes.
Mr. Bacess.'I recognise that we may not have found ihe perfect

answer in this thing, and there may be alternatives that maybe will
produce the result as satisfactorily as we suggested. If we were
perfectly free, if one could say what was economically the best thing
to do, I would still advocate our original proposal. I reeognize, how-
ever, that there are difficulties in that suggestion and that there are
alternative methods of dealing wkith this ithing, and the alternative
which the House committee arrived at after long consideration was
not to postpone the fund but to safeguard its operations still further,
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beyond the safeguards that are already contained in Ite plan, I think
that is a feasible way of procedure.

I would like, if I-may, to turn to this question of examining the
safeguards

Senator BAnrxy. Now, let me see if this is the position of your
association-I would like to make it clear-in view of what has hap-
pened in the discussion and in the louse.

You no longer recommend the elimination of the fund, as I under-
stand it.

Mr. Buws.ss. We would not attempt to make up your minds for
you, Senator.

Senator BAnngY. No; but I would like to have you make up yonrs.
Mr. lrnores. Senator, if I were sitting in your place and had the

House action before me and had thiis problem, I would he inclined to
proceed on tile second way at this stage, to safeguard the fond, rather
than to try to postpone its operation.

Senator TAn. Your opinion really is that the thing to do is to post-
pone its operation?

Mr. BEoess. Yes.
Senator TA'Ir. Your opinion is exactly the same as it has always

been, but you have had to yield to the forte of the fact that public
opinion is in favor of this thing so that it seems to be impossible to do
'hat you originally wished to do; isn't that it?

Mr. Bfncss. Well. I wouldn't define it as quite that.
S8nator BAEKnr'. Rob, do you want a new trial on the ground of

war~,ris'e
enattori TaFr. No; but I Ihink as far as thlir position is concerned,

I think I am right on that.
Mr. Btorss. Ther e ar two way of doing it. recommend to go

ahead in the seond direction and safeguardhtbe fund.
Now, there are two general ways of trying to safeguard thins fund

to avoid the difficulties. One is through management. (Thvioisly,
the management will be enormously important. I know that a great
deal of thought will be given to the people who are atppointed to do
this. It is going to be e o of the most responsible of the postwar
jobs.

Senator BRran. Mir. Burgess, in that connectin, would it help any
if the Boarml of Governors and Directors in each case, on the bank
and the fund, were made one and the same?

Mr. Birnrss. Well that is one suggestion I would like to make,
Senator; yes. The fiouse committee went part way in that. One
great problem will be to coordinat e the activities of the two organi-
zations. There will be many borderline cas es which might be thrown

ne way orthe thther and they will be making loans to the same peo-
le-the same countries. The same country will be coming to the

fund and to the bank.
Now, the House recommends tile principle of coordination, in pro-

viding that in thecase of this country the governor of the bank shall
be the same man as the governor of the fund. One nman would erve
both functions and I think that is a very helpful provision. There
are two problems about that. One is that that is our action. There
are 48 otiler countries concerned in this matter. I think it is a fair
presumption that a good many of thein will follow our lead in the
matter, but that is only a presumption.
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The other question is with respect to the Board of Directors of the
fund, the Kxecutive Directors. The Board of Governors meet statedally
once a year. It may meet more frequently than that. 'le actual
job of day-to,-day decisions is carried on by the Executive Directors.
The agreement provides for 12 Executive Directors of the bank, anid
12 executive directors of the fund. Each one of these 12 has an alter-

J"awnate. So that there are 48 people designated to de this job, segre-
gated into two separate Boards. Forty-eight is just two short of the
number that we denominate as constituting a convention in our pres-
ent parlance. We have a Federal Reserve Board, I believe, of six,
at the present time, and that has proved ample for that purpose.
T'here is a very good chance here of too many cooks spoiling the
broth.

I had an experience in New York State that makes me recognize the
importance of coordinating these things. That was in the organiza-
tion of the War Finance Committee, when I took over that organiza-
tion 2 years ago in 1943, as Senator Wagner will remember.

The CRamwN. You d(lid a good job, too.
Mr. Buotsrs. We hail two committees, we had an uptown War Sav-

ings group and we had a downtown group. Tney were madels up of
just exactly the same kind of people investment bankers, bankers, re-
tailers, business people, and so on. T hey were at each other's throats
because they were doing the same things, selling bonds to people.

The first thing we did was to put them together under one board.
I think it is a fair thing to say that this job would have a greater
promise of success if there were a smaller number of directors and one
board. Separate staffs, yes; ut one Board of Directors. That
doesn't require any change i the articles of agcement. It would
simply be an agrfement among the members to do it.

Senator RAncLlrx. Do you think the system of alternates is un-
necessary and may be an element of weakness?

Mr. Boamass. No; I think particularly, if you merged the boards
you would want an alternate. One prolposal was that there should be
two alternates, one to serve with the fund and one with the bank, with
a single board of directors.

Senator Ral~xLre. I)o you think in all eases where you have an
identical board of two institutions but whose functions are different,
although they are kindred, that it wourld be possible to always carry
out theBiblisan injunction not to let your right hand know what your
left hand is doingi

Mr. Btwrass. Tbhat is my fear.
Senator RAoCLITEE. That is tiy fear, too, that they whold not have

that indeplenbod as to each other that probably they ought a to ihave.
Senator Mt oca. It seems to me that each one onghst to know

ve clearly what the olher one is doing.
Senator MlcfLU anI. Iales question iso,Should they be independent

of each other?
Mr. BUiamESS. I think they ought to be working together. Here

are two boards making loans to Brazil. What should Brazil doI
Is it all one program?

Senator llA trdLT. One of them is stabilization of currency and
the other is investment.

Mr. Blnoess. One is short4term loans and the other is long-term
loans. We are doing that all the time in my bank. We make a term
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loan to a business which also has a current line of credit. We have
our investment department and comnlercial departmene i They are
both banking functions. The thing you do is to segregate the selling
of securities, but this bank doesn't do that at all. !liat is just soCe-
thing I throw out for your consideration. I think the principlle was
recognized bIy thile House comnmittee. I think, myself, they don't gs.
far enouigh w;itb it. The bank and lhe fund have to pay these sidarip.
They have to be first-class men. Trhey have got to be drawn to this
job from other occupatlions.

There has been some diseussion of these salaries. I think they have
to he pretty good to attract the right people. If you have 48 o these
fellows, that is quite a salary load to start wil hI. IIf I were (We of the
fellows that was going to think about it. I would say, "I don't want
to get into this debating society with all these people, It is too big."
You have to attract first-class talent. I don't think thlis4et-up at the
present time Will do that. I think you will find it difficult to get peo-
pl to serve under these conditions.

That is one approach to the problem and we rxconmmend that the
nsame board of directors serve both institutions. We think it would
obviate some difficulties.

There is another problem of management that has been referred to,
and that is coordination of the foreign lending of the United States.
I think that has been excellently providtcd for in the Houmse bill
thromgh the creation of this Council. I think that has not been dis-
cussed very much here and I want to call to yarr attention that it
does, in my judgment, seine very usefuln thin -In the first place it
provides unification of poliies wtireaspect to our loanin g agencies.

In the second place I tiink it can be used if we are alert, as a bridgebetween the iniqtitntions and Congress; that the members of that group
can be called before Congress and can be accountable to you and the
law provides they shall make rep orts every 6 months to the Colredss
and be available to collect information and so on.

There is one very important provision there that I don't the inkspecific attention has been called to, and that is the provision on page
5 of the bill, section 4, subparagraph 6, which provides that the Council
shall make at the end of 2 years, and every 2 years thereafter, al
thorough survey of this whole business of the fund and the bank
alid how it has been working, how it protects American interests, and
whether the two institutions have beei, adequately coordirfated, and
the whole operation. That seems to me of great value. In the first
place, it is aprovision that somebody has the responsibility at the iend
of 2 years of making this report. At the end of 2 years I think we
will be in a position to size this thing up somewhat.

In the second place it seems to me in a very diplomatic way to call
other countries' attention to the fact we are going to examine this
very carefully. The other countries know that we have the power to
withdraw at any time, so that I think that is a very helpful provision.

The C.anarana. Mr. Burgess, would you mind being interruptedat this time 1 We are going to have to recess until a o'clock and we
want you hack here.

Mr. Bmtar se. All right. I will be glad to be back.
Tile CAIRMAN.. Right here in this room.
(Thereupon, at 11: 45 a. in., a recess was taken until 3 p. in. of the

same day).
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AFTER 1RCESS

The committee resumed at 8 p. min., upon the expiration of the recess.
The CUaamrANl. The committee will resume. Mr. Burgess, we will

go onil where we left off, if you don't mind.

O STATEJENT OF W. RANIDOLPH BURGESS, VICE CHAI.XAN OF
BOARD, THE NATIONAL CITY BANK OF NEW YORK, AND PFRES-
DENT, AMERICAN BANKERS ASSOCIATION--Resnmed

Mr. BUROESi. Thank you, Senator Wagner. I was just comment-
ing, I think, as we recessed, on methods that might suggest themselves
for safeguarding the operations of the fund as an alternative to a
more drastic revision of the whole plan. And I had said this might
be worked under two general headings:

1. The question of management. That is primarily a question of
who you get to run it, which we cannot decide here in the committee,
but is of enormous importance.

2. Having a set-up that supports the managiment.
And I commented on the Council as a very effective and helpful pro-

vision as it was passed by the House. I commented also on what
seemed to us the desirability of coordinating the two organizations
by having the same board of directors for both.

Senator FLjnarour. You said something about 48 direetors, and I
do not believe I quite understood you. What did you say about 48
directors I

Mr. BraCEss. Twenty-four directors and twenty-four alternates.
Senator RADCLIFr. Under that plan would the alternates sit and

disels, matters?
Mr. Bonoess. They would not sit unless the directors were away.

But they would be around the institution.
Senator Toin¥. Ili other wordls here there would he a slight dif-

ference between directors and alternates?
Mr. Business. Yes.
Senator Toa:y. What is the distinction between that situation and

tale eas of ome Newl York national banks? For instance, let us take
the Chase National Bank of New York City. It has 24 directors, hut
also has 7Q first vice presidents and 93 second vice presidents, or a
total of io vice presidents. Perhaps when the time comes to do so
you select a prsident from that number of vice presidents. Then if
you take the Natiolnal City Bank of New York they have 41 vice
presidents called first vice presidents and 58 second vice presidents,
a total of 90 vice presidents. Is there some analogy idween whlt is
suggested here and what you have in the case of your bank and in the
case of other bnks where there is a multiplicity of vice president*l

Mr. Bumnmrss. I think the dilficulty there is, what the status of these
people is. Oilr directors come once a wvpk and spend an hour.

Senator rInor. How about the work of these vice presidents?
Mr. Buwdss. I ihope they come pretty close to 9 'clok in the morn-

ing and stay ,ntil or 6 o'clock at night. They are subordinate to
th president and do what he $e11s them.

Senator Tonym. So these alternates only function if the directors
are not there?
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Mr. Brlines. It is a little difficult to say how they fulnction during
during the course of ordinary business, but they are presumably
around.

Senator Tom-. But they are wider the fundI
Mr. IBusirss. Yes, sir.
Senator 'Towr. And in case of the absence of directors they take

their places?
Mr. Btaess,. Yes. sir. 1The trouble about the directors is that they

anre all presidents. Like the Federal epserve Board, where you have
to have them always there, and have to find something for them to do,
and each one is equal to the others. In a case like that the number
becomes difficult.

Senator TAFT. If they are full-time people, they want to he there.
Mr. BuRgvs. Yes, sir.
Senator Tomy. But it is in case the regular directors are not pres-

ent?
Mr. Brnorsss. Yes.
Senator FnrnuoaIT. They may attend meetings, hut cannot vote?
Mr. BuRnss. Yes, sir;
Senator Tomyz. Somewhat like extra nmembers of an orchestra, if

someone breaks down there is another to take his place.
Mr. Blunoss. You might put it that way.
Senator Tcory. Blit there is a tremendous disparity between the

two set-ups, both in the fund and in the bank.
Mr. Brnoranss. I might put it this way--
Senator Mrwasj;. Might I suggest that the trouble with the Sen-

ator's analogy is that he confuses the function of the two tIings.
Senator T arY. I say, there is some difference there.
Senator Mumixs. The functions of executive officers is entirely

different. You may multliply them indefinitely according to tie work
that is to be done.

Senator Torrny. So far as alternates taking the place of directors is
concerned, that would not be true unless directors were absent.

Senator Ma.run. I assume in the case of these vice presidents-
although I do not know how hard each one works at it, but each one
has certain duties to performn. He ds not sit around and wait for his
prinicpa to walk out and then step into the breach, but he is busy all
the time doing something.

Senator Toney. But he wouhl not function in the place of the presi-
dent unless the president was absent.

Senator Mraunm. But they are always working at something.
Senator TArr. As I understand the question here, it is this: Whether

you want two boards of 12 men each or want to combine them
Mr. Bonuoss. Yes.
Senator TrAn. Whether you will have one board or two boards.
Mr. Baases. It is a problem of harmony.
The CnHAmrA. You may proceed, Mr. Burgess
Mr. BuGess, If I may now move on to the other kinds of safe-

guards. You must not only have good management but must have
the functions clearly delimited so that they may know clearly what
they are going to do. There is going to be tremendous pressure on

i _;_; _ I
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these boards to lend money, particularly I would say in the case of the
fund, becaue interest rates are low and provision for submitting in-
formation and so forth means less tlan in the ease of the bank. Each
loan of the bank is to go through quite a long process of investitgation
and so on. I'ressure for the use of the fund will he very great, and
that means the definition needs to be very carefully laid or it will be
hadler for those fellows to say no, as they should say no from time
to time.

That situation was explored by the Hone committee and they camne
up with an interp rtation in eaetions 13 an(d 14 of the bil that you have
before you, which is an attempt to throw the longer loans into the
bank, a'ut tile loans which are of a general type rather than specifc.
This is a matter thiat was contemplatled, as I understand it, at Brttotn
Wo.ds, so that it is simply making soumewhat lmore slecific rwhat was
already contempliltetl hy those who were at rletton Woods, and that
the loans made by the fund shall be eorrespntdin gly kept ini the'
short-term class. Ii that Rway we attempt to meet tie dangemu that
i have sudggesd by makting sure that your loans are short-ten and
of i gh quality. Tint automlbatically restricts the amount and keeps
you within bohunds or at least minnimzes somie of the dangers I was
talking about.

Senator Mmuran. Mr. Burgess, it is difficult for me to distinguish
between securities that you might have behind a loan from the bank,
and the currency of a country that goes into the fund. I wish you
would explain to me, briefly, just what type of secuirities you will
have behind a loan which makes it a safer loan from the bank than
in the case of a loan from the fund.

Senator Tonrr. Senator Murdock, if I may make one comment on'
that.

Senator Mnrwc. All right.
Senator ToerY. Do you recall that the other day around the table

here one of the speakers for the agnreements made the statement that
in his judgment there is aiore risk in the case of loans from the bank
than from the fund I

'Senator Muno . I think Dr. White was quite distinct in his posi-
*]~ tion that there was more risk in the case of loans from the bank than

from the fund. I think I am right about that, am I not, Dr. WhiteI
Mr. Wanr. Yes,
Mr. Bumass. I am not sure that I differ at all from that. It seens

to me loans from the fund ought to be a great deal safer because if
you are going to have anything that has any automatic line of credit
element to it, it ought to have much less risk than the longer term.
The minute you get into the longer term you involve risks in the
matter of the economy of the country, and so-on. The longer risk
should be thrown into the bank.

Now, as to the security-
Senator MuraocK. I should like to have you go into that in a little

more detail.
Mr. Brses. As to the actual tangible security you have for loans

of either, I do not think in either ease they arnount to much. I do
not think it is a question so much of security asit is-

Senator MItrccn. Right there may I make this observation: Un-
less you have political stability in a country it seems to me any seeuri-
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ties, with probably one exception, would be absolutely dependenz on
the government of the country from whence the securities come. U-
less that country is absolutely in good faith in its transactions, and
unless there is political stability and also economic stability in that
country, it seems to me your securities are more or less a myth. Now
I come balck to the one exception to that and that is thli: that if the
eumrnie, of those countries are based on gol, then in my opinion it
rnak~ little differenc about the stability of the country, either eco-
nomic or political if there is sufficient gold backing for its curreney--
and gold remains the one thing assuring inteniational exchange on all
transactions-that would seem to protect the situation. We corne
right back to the proposition that when you talk about international
stability of currency or national stability of currncy, yoll lust come
baMk to the fact, tnless I am terribly mibstaken that there is just one,
or maybe two, sctmrities that you cai have that are aeptable Ih rough-
oit the world, and those two are gold and silver.

Mr. Bvrag sl. Well, I would go along oi part of that, but I do not
think on all of it. As you know, and as I have said before in this com-rn
mroittee. I am a hard-money man. I believe very sincerely in the theory
of gold back of currency.

Senator MPacoM. I saw evidence of that wllen you were here on
the other bill.

Mar. BUsoEsa I believe in that because of its human values rather
than something mystical. I' think if a country has gold back of its
currency it is leOw apt to overexpand its urrency; i ss apt to go
haywire on its money policy and on its budget policy, because the gold
reserve gives it an automatic warning of a sort that is not easy to
ignore.

I hare known of many instances where a country has been turned
arould from a profligate course becausento the head of the central bank
and the Prime Minister have rlcognized their difficult position on
their gold. The gold reserve is a reflection of their economri behavior,
and they have tken that position to their Parliaments and told the

Without that kind of thing a situation may get just as bad, bat
there is no outward and visible sign of it perhaps. So it is the psy-
chological value that seems to me is the important thing.

As far as loans of thebank and of the fund are conwcerned, you make
them on a country's bahlrae sheet in a sense; and with respect to the
bank you make a loan, of course, not only on the country's balance sheet
but on the balance sheet of its industries.

Brazil, for example, recived a loan from the Export-tmport Bank
of Washihgton, They financed a stete mill in Brazil, and that steel
mill was a tangible thing, yes, but it does not do you any good as
security in the sense that you could carry it off and pay the debt with
it. It is the fact of that operation that supports your loan. Of
courser it is not just the balance sheet, but also the character and
the integrity that you find here. The loans of this bank will be de-
pendent, just as the loans of any hank are, on that sort of ronsidera-
tioll; and the loans of the funt will also. They are, presumably,
shorter term, and the risk ought to be considerably less.

Of course, it is very important that the loans of the fund should be
proteeted because the dollars in the fund to be loaned are very much



ERErRON WOODS AGREEMENTS ACT

smaller than the dollars in the bank. Now, that is something that
they sometimes overlook. But I think it was pointed out in this com-
juittee that there are something like 4 billion of dollars in gold that
will be in the fund. There is a potential 10 billions of dollars in the
bank,

That is, thei bank can guarantee up to a limit of close to 10 billion of
dollar Iolans. Itisa bigger and more expansible element. So thatthe
fund i, smaller and of a character where the safeguards ounlt to be
better. And I agree with I)Dr. White; I think that thile fund if prop-
erly mannagll if it, carries thxgrh what you gentlemen hale ii mind,

will probably lose less money than the bank. I think it is terribly im-
poitnt, though, to back up the management here by being sure that
tlmv have clear autiority as to just what they are to do.

Senator £Ir. Th£is bnsi'e b of loans in tihe cas of a bank with only
8.125 million, I think it is, in which they are called upon to guarantee
$10 billion of dollar loans, is somnetlhing I do not quite undelrstand.
What happens opposming tile loans go sor? What happens theou to
the fun,] that guadrantees lihem I We only hlose $3,000,000,0O0, but how
call these other nations' guaranties be usedl to make good to our
people who have loaned unde r the bank's guaranty of $10000,000,030t

Mr. BrtoiERs. Now as to bonds, the othler countries are under obli-
ationtopayonthose loans. Willthey havethemoneyl Wedonot
now. As a matter' of fact, it is a reasonable presumptio, that if the

loans are properly made the lostws that h ave to be met will be very
much less than our own sulbscription to it, always assuming good
mInanagement.

Senator TaVl. I do not think that is necessarily so at all. I do not
see whiiy the same thing cannot happen to 10 billion and the 6 billion
fund that happened to the prewar debt. A condition may arise in
the world whereby these nations are unable to repay any such tie-
mendous sum, added to a lot of other debts; and in the past we have
lost and others have lost.

Mr. Brm, css. That is possible.
Senator Tart. Suppose they go broke like after the First World

War. While loans ,iighbt be as good as you please, the ability of coun-
* O tries to repay tlbeon migbt disappear. I do not quite like this idea

of $IO, O.~Y.000 blein, loaned under a gualranty to the people in
America who are makig these things. I do not suppose we will
pt the whole ten billioni I suppose the British will insist on lending
mn pounds.

M~r. Bunes. It is worth rerembering that this bank makes loans
letween two extremes. In the first place, it must not take a loan
that can e made in the nmarket. So that the good loans many eoun-
tries will take pride in securing by not having to have the guaranty
of the hanli. It will be the ones that cannot go to the market and
lborrow money at a fair rate. ana that will be more true in the transi-
tion period beoro, the redit is established.

Senator Tar. What about the good loans?
Mr. Briis.s On the other haid, the bank is supposed to make good

loans. The number of loans you can find between what the market
will take anil what is goodl, that is the area of the bank.

Senator Toxn. What was the agency of the Government that took
over mortgages

Senator RAmcrJn That was the HOLC.
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Senator Toirr. There was all sorts of gnashing of teeth about that,
but it was all right. Senator Taft apparently is assuming that a
majority of the 44 nations will be broke and the guaranty won't be
any good. I believe he was talking about giving Great Britain
$5,000,000,000.

Senator Tart. No.
Senator Tohr. Well, I saw something of that kind in the

newspapers.
Senator Tant. No.
Senator RAL'can . Although the operation of thile bank would be

restricted to loans which cannot be seeured by private industry with-
out governmental articipation, do you not expect that loans which
will be made by the bank will be very large, in both number and
amount, and if you do not call it the twilight onet, Ihen some zone in
between?

Mr. Butomss. No; I do not think it fair to call it the twilight zone.
Senator RArcuerrl . No. That is hardly a fair t.rm. But do you

not imagine the amount of these loans will be very large, or do you
rather think they will be relatively small in comparison with what
can be loaned by financial institutions without any governmental

Mr. IByRse. I should think in the first 2 or 3 years they might do
quite a substantial job for two reasons: That lots of countries have to
get going again. Czechoslovakia may want $1f0O,000,0, or perhaps
twice that; and Poland will want a considerable sum of money; and
Yugoslavia would want money, and they would come to the bank I
think. And they cannot come to te market now, When they get
going they can plerhaps come to the market]

In the second place, you are operating against a very strong preju-
dice against foreign loans, which is a perfectly logical inheritance
from tile experience we have been through. Iwould hope over a
period, with proper policies, that we can partly overome that preju-
dice so that more loans would come out through the market without
guaranty.

Senator RADCInrr. You explrssed what has been touched upon S
before a number of times, that you think for the first 4 or 5 years W
a certain result will follow, but after that soiomething else will
follow. Is not the primary purpose of this bank a consideration of
and action in regard to what you might call the immediatefuture
ratlher than some period 5 or 10 years hereafter? I should imagine
that no matter what we do now, within 4 or 5 years we will do some-
thing different. But is not the important thing to decide what we
will do in the nex' 4 or 5 years?

Mr. Bfnorss. Yes; The problem of getting countries going again
that have been prostrate or haove had to mark time during this period.

.Senator RAldrrvR. Whether this ia the right plan or not, what we
are concerned with is what seems workable for the next $ or 4 years.

Mr. BRnors. Yes, sir.
Senator TArr. But the point is that the fund is not Of any use during

the next 4 or 5 years because it does not accomplish anything.
Senator RAncurrn. There is some divergence of opinion there, is

there not?
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Senator Tety. What about securities of the bank reflecting loans
made to public utilities or railroads in the countries, issuing them, and
bearing the guaranty of the 44 nations, could fhey not have a very
good investment rating in this country? And might they sell as low
as 3 percent!

Mr. Buao:s I think they will have a good rating. There is one
technicality that must be worked out. I the moment they would
be ineligible for purchase by insurance eompenies and savings banks
in many States under State laws. Whether a percent is a proper
rating I would not dare say.

Senator Tomr. Certainly that would be true in this market now if
these restrictions were oft.

Mr. Buonuss. I would wonder whether it would be 3V½ percent or 3
percent, but it might start out with 31/2 percent and go to 3 percent.

Senator Toney. Under the conditions mentioned they would be a
pretty attractive urehase, would they not

Mr. Blunoss. es, I guess so.
Senalor Tornr. What is your opinion about that?
Mr. BuRusos. Something depends upon inmanagemeot, and some-

thing depends upon whether it is too political. Alot depends on how
it is handled.

May I add this, and it reverts to Senator Taft's question: You refer
to these things selling in the market. There might be a resistanco
point developed in the sale of these guaranteed obligations, say at
$4,000,000,000 or at some relationship to the amount of our dollar
guaranty. That is, if they were suspiious that some loans were not
too good they might say, "It is all right to sell bonds up to once and
one-half or twice the number dollars the United States puts in. But
they would not want to bet on the capacity of other countries to put in.
There may be a resistance point in there.

Srnator Toanr. You also visualize with me, I take it, that when
this is put out by the banking companie and with this guaranty of
the 44 nations, it will be of some benefit.

Mr. BmREss. Yes, sir. If I may resume: In the interpretation to
.a protect-

Senator TArr. The picture you build of selling the securities to
the people is far beyond anything 1 have envisioned. Are these
securities to be sold as Investments to the people of the United Statesl

Mr. Bunoitss. Well, I think they are a lot better than some securities.
Senator TaFT. Or is it to be guiarnteed for certain bank loans or

for large industrial companies? What is your picture of this thing?
Can or is the attempt to be made to sell his whole $4,000,000,000 to
the public?

Mr. BuWuss. I would think to investing institutions, like the in-
surance companies and the savings banks. But they would be rather
slow in buying tlhem because of the maturity.

STnator TAr. What security would they buy
Mr. BuRaEss. Let us say a 80-year security of a utility corporation

in X country, it being gularanteed by that country and by the bank
for $15,000200.

Senator TArP. Foreign government securities or foreign utility
securities sold in the United States guaranteed by the bank.

Mr. Bmutsos. Yes, sir. I think I will agree with Ned Brown, who
testified here that that will probably be considered a pretty good in-
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vestment. But T do think a great deal depends upon the chnracter of
the mana ent, the way the thing starts, the whole surroundings of
the matter. And on the whole international picture as it goes
forward.

Nbw as an interpretation to try to protect the management, so than
the management will have a fair show in dealing with the peopleS
wr'ho com, to them for money, the House comnittee has made tile two
proposals which are section 13 and 14 of the bill before you.

The irst one, the Yo-called i. t h .amendnt, is a proposal that
the bank should make loans for long-term stabilizaton purporse
for programs of economic reconstructlon and the reeonstructirn of
monetary systems, including long-term stabilization loans. That
makes perfectly specific and clear what was the general understand-
ing and meaninh of tihe phrase in the powers of the lank as it came
out of Bretton Woods,

Senator TArr. You meta if this amenddment were Rdopted by the
bank]

Mr. BntaGss. Well, that is the other point. The method by which
this amendment is presentedl is this: The Governor of the bank rep-
resenting the United States is directed to make inquiry for interpre-
tation, and then to propose a separate amendmentif neessary.

As to the substance of that, it semns to me excellent. 'Ihat is, it does
clarify the point wherer there may be some doubt

As to the miethod, whether that is an effective mnethod of utting
that into effect, you are as good a judge as I am. Here is the Unite
States of America signing an enormously important agreement, This
is an important phase of it. Whet her itshould be done by relying upon
action after the money is piut in and the thing is started, or whether
we should do it as a condition of our adherence of membe~rship, is a
matter for the committee to consider.

Senator MILLININ. In other words, we should make up our minds
whether if ithe interprletation would be against our ideas and the
amendmentwould not be made, tlit we wohldl still want to hemba ermr
of the fird.

Mr. Btantwes, That is right.
Seintor Mumax.n . Before we would accept this provision as writ-

tea out here.
Mr. BurnorEss. That is correct.
Senator TPAM. I don't suppose as to No. 13 there would be much

difficulty. Would you know of any opposition to adopting that?
Mr. rmvess. I don't know of any opposition. I have talked in-

formally with people who should be in a position to know, from a
number of different countries, and I see no opposition to that partic-
dlar amendment. We would he pretty sure of getting that under

those terms. There is no rason anybody should objct that I know of.
Now, with respect to No. 14 which limits the operation of the Fund

I should like, if I may, Mr. Chairman, to yield to Mr. Lynn Heming-
way, who is chairman of our committee and especially prepared to
diseuss that. Is that agreeable to you

i'he CuAuR]MA. Yes. You have finished, havs you?
Mr. Btrnmss. Yes. I will be here if you want to direct any ques-

tioIs to Ime after that.
The CruMrANr. Very well. Mr. Hemingway.
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STATEMENT OF W. 1. HEMINGWAY, PRESIDENT, MERCANTUE
COMMERCE BANKL & TRUST CO., ST. LOUIS, MO.

Mr. HntrInwAY. Mr. Chairman, I have no prepared statement.
If I may, I would like to spek from notes that I have. I don't want
to take up the time of the comnmittee, but I would like to retrace a
little tlhat has aheady been presented to the committee in order to
make out the argmnent I wish to make.

I want to take a concrete case of a loan that might be made through
the International Bank for Reconstruetion and D)evelopment. Let
Is assume that Atheis, Greece. hbs had its electric plant destroyed
and it wishes to rebuild it, and tlhat that electric plant is owned by a
power-prodicing company. 'ihe officials of that company have their
engineers prepare pIans for the reconstluetion and developiment of
he imchinery, and so forth, that will be needed. They find what

they have to a'cquire outside of Oreee and it amounots to eonsiderable,
iracticall all the electrieal machinery and so forth, we will assume,
has to be bought elsewhere.

T[hey have not the finanesa within Greece. They have'no foreign
excliange with which to buy tthose goods. 8o tlhey llt eontaet invest-
ment bankes in tile money markets of the world, London and New
York, ad if they find they are unable to secure the moneythey need
in those markets on terms that they think are reasonable and that
they can meet, then they apply to the Bank.

The bank then appoints a committee of experts engineers, and
financial experts, and others, who go to Athens and make a study of
that problem, and if they find that the plan is a good one and that this
company has every reason to expect to repay its obligation, then they
approve the application. They then discuss with the offieials of this
Athens company the method of selling their securities.

Let us assaune they ajree they want to offer them in the United
States as dollar bonds. They would then take it up with some invest-
ment house in New York. They would tell this investment house tlht
the In ternational Bank has guaranteed their securities under certain
conditions, anti, tihe tern being worked out satisfactorily, the loan is
offered in the market in the United States. The bonds are sold; the
company secures the dollars, and buys this maehinery, either here or
elsewhere as it may determine.

It builds a plant and goes ahead. After a while it finds that maybe
it has made some mistake of judgment or some emergency has arison,
some accident has happened, and it n~eds some additional money,
temporary money. Wcll, it would go to the commercial banks o:
Athens and secure that money, if it is in good condition, as we assume
it would be aftelr this financing.

Now, let us take another ease in Greece. Let us assume tllat the-
Senator TArx. To go back just a moment. If they find this is a good

place to sell securities and buy dollars, they might take those dpllara
and g to England and bUy machinery in Elgland. Could they do

that~~~~~~~~~~~~~te

Mr. flnnNowaxr. That is right.. .
Senator Tart. And they might get a cheaper price in EnglandW
Mr. HeMIgxwaY, That is riglht. They have a right to use the dol-

hirs anywhere they wish.
7T673-- r-4~ 2
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Now, let us assume the financial system in Greece has been de-
stroyed by the war in Greee, just as the electric system was, and the
financial authorities then in tile treasury or the central bank apply to
the International Bank for rehabilitation of their monetary and linan-
cial system. If this suggested change is made in the statutes of the
hank, the bank wold go through the same procdure. They would
set up a committee to make the same investigation into the conditions
in Greece and determine whether or not this loan should be made,
and if so, on what terms.

There comes the discretion ion the part of the management of the
bank as to how they will loan the money, what conditions they may
put around that loan.

Now let us proceed to tire next step. Let us assume this loan is
granted, and tlhat thile Greeks get their money in dollars or pounds, or
whatever currency they desire, and with that they have then foreign
exchange that they want. They may use some of it to buy gold and
put it into their monetary system. t[qhey move along for a while and
then they have crop failures, or they have this, that, or the other thing,
that might arise.

Then hey would apply to the fund. It might come about just in
ordinary transactions, heavey flow of imports into Greete.

It is our feeling that this will operate much better if the manage-
ment of the fund know exactly how to handle those applications, and
we believe after hearing all the discussions that the best way to do
that is to put a time limit on iL In other words, there is a border line
there as to just whether or not this is for curzency stabilization. It is
our opinion if you directed the management of t0 e fund not to make
any of these exchanges of currencies as provided, unless it was shown
by the applicant, the one desiring to purchase the currency that they
could repurchbase their own currency within a period of 18 months
that then the fund would always be in good, sound liquid position;
that it ould render the assistance that would be needed to these courm-
tries, and that if the country came in and wanted money for any rea-
son longer than that period there is the bank to go to.

On the other hand, you have a bank where the management has
discret ion to determine how and under what conditions and where
the loans would he advanced. In the other ease you have practically
an automatic situation. The only requirement would be that they
could show to the satisfaction of the management they could repur-
chase their currency i. 18 months. We think this would obviate a
good deal of this discussion on many of the fine points you find in
reading the statutes on the fund.

The reason we make that suggestion is because it is based on our
experienee as bankers. We are making now what we call term loans
to corporations. They are payable over a period of 10 years, gener-
ally, with annual or semiannual amortization, and these corporations
also at the same time that they are making term loans arrange for
what are known as current loans for the fluctuations that take place
in the operations of their business. It has been found to be a very
satisfactory way to handle that long- and short-term business.

Now, there is another thing in the fund that gives us considerable
concern, and that is article VII on scarce currency.
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Senator FutmaunTl. Before you leave that, do you suggest section
14 of the act, instead of cyclical and so on, you want 18 months; is
that correcte

Mr. HiMiNoWAY. That is correct.
Senator TAr. I)o you suggest they be limited to 18 months?
Mr. HEWSnOwAY. We suggest they be limited to 18 months.
Senator FUoLBRIrrT. That would remove the necessity for consider-

in all the rest of this language?
Mil HEMlNOWAV. That would leave out all of that question of lan-

rtage8 there. tt would then purely be a question of whether or not
tmlhund managers felt the applicants would repurchase their curren-
cies within that time.

Senator TArt. Of course, if that change were made or even at-
tempted, it seems to me we run np against the very doubtful question
of whether the manangers of the fund are going to agree to any such
amendment to section 14.

Mr. HIV. MNOWAY. You mean the other nations might not agree to
that?

Senator TArt. The other nations might not agree to that. That
would make it necessary to write it into an amendment to the thing
itself rather than this request.

Mr. HEMiNOWAY..Wel, I don't know jlust the best procedure you
would follow to bring that about, but in our judgment that would re-
move a lot of the difficulties that have arisen mn interpretation.

Senator Tart. Well, take the Russians for instance. They evidently
expect to get this $300,000,000 a year for the reconstruction of plants.
At least Mr. lrown seems to think so. I wouldn't thilnk they are going
to amree to a substantial change in tihe character of section 14, cer-
tainly, if you make it more definite by saying 18 months.

Mr. HIIEMIOWAY. Tlhey might feel they were being deprived of it,
yet our feeling was as to Russia they would probably get what they
want outside dt the fund, outside of the bank. We know nothing about
them except the geosip and that is that they have been negotiating
with this Lovernmeniat r a direct loan.

a Senator TAPT. That is very interesting gosip. I heard they made a
request, but I had not heard of any negotiatiois.
Mr. IMINawOWA. Well, maybe request is a better word, Senator.

Well, I will go ahead with the discussion of article i if I may.
The CHAIRMAN. Yes.
Mr. IcIsZNcwaY. That was on the question of the scarce currencies.

I think you have had that before you, but I would like to just reread
twosectionsthere. This is section 1 ofarticleVII.

I tbe fund flnd that a geieral scarcity of a prticular curIncy is develIopling,
the fund may so Inform mnsbers and mnay assue a report setting forth the causes
of the scarcity ant containing recolmma..ations designed to bring it to an eod.
A represeatative of tile menber whose currency is ib¥olved shall participlte in
the preparation of the report.

Well, it is our feeling that this article VII is aimed directly at the
United States .by those countries who have the feeling that the obliga-
tions for stabilization of trade and currency rests upon the croditor
nation. Wedonot believeweoughttobeplacedinthatpositioin. We
think there is an obligation resting on the debtor nations and in t "-t
connection I would like to read a short paragraph from an article
published in January of this year by Mr. 0. R. Hobson, a inancial
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writer of England. This was published by the Journal of the Isti-tlte of Bankers. He says:
It may he said that If a country persistently tries to main4tan a favorablebalance of trade, other countries must neessarily sooner or later adopt resrio-tnims of one kind or another against lmpmrts fromn that country and that indeliberately legslating for such a situation BreIton Words Wna merely taking icognizance of thi inevitable, Neverthelesas, in lnterational affairs unelquivolWacknowledgment of the obvious Is not so common a phenomenon that the actionof Bretton Woods in this matter light to be dlsnllsed as of no Riglleanee--larirulanriy when it is ren emlred that the Potential eac-ourrey countrywhich every delegate thd in mind was none other than the 'tiied States Inrlthat thle American representatives thPmselves agreed to the peal elause affct-Ing the econorlOie mldemeaolr of el,,,ve reditolrom ,.
Now, I happened to be in England in November 1943, and I talkedwith a nurnmber of bankers aid businessmen and some members of tiheBritish (Governnent about these financial matters and trade matters.It was impressed on me many times the obligation that this countryis under that we must do this, and must do that, as a creditornation. &t seems to me this section i read is just enabling those peopleand others who thinLk as they do, whenever the dollar becomes scarce,to point the finger at us and say that we are tile cause of it. If theydo that individually, as they would do perhaps if ou didn't have thefund, it doesnt have the saloe effect as if it is done by ain iternationalorganlzation wiltl a regular body constituted and autlhorized to maker

Belul a coninjent.
The last section of the article says:
Mn'bors agree not to invoke the obligations of ally tgugtement enteredInto with other lnetlbers pr]or to tllhs agreleni ia such ii i ,llnFr as W .l retouetthe operation of the provuisions of this irltile.
Now, I don't know just what that might be interpreted o nmeanbut aniy people who have dksussed the mnattel and studied it thlinktlat in the event that action were taken against the United States,the dollar being declared scarce that for oxamriple the Reciprocal TradeAgreement Act would bh nulliIfied, and some go o far as Lto say that ti,Enxport Import 1lank loans would be polstponed tdaer the operatiolof that indefinitely. I don't know whethber tht is corrt or not, but

the implications there are suchl that it seems to us that thtat article 7should be taken out of the agreement, and ib aimnenling this you slhould
take that out.

Senator Funroamr. Do you have any suggeption for a subtitute
to it?

Mr. H1i:teraYw . No. I would just take it out. I don't think it is
niecessary.

Senator FutiamnrrT. What would happen as a practical matter ifthe currency did get scarce-what would happen in the absence of tbatrMr. IHnEXOWAy. Well, if it got scarce they would prombably takesome action to protect themselves. Tihe effects of it as far as theexchan ge relations De would probably be pretty much the sname whetheryou had that in or had it out, but this, if we understand it correctlyfauthorizes the cancellation of other agreements by reason of that fact.Senator Tanr. If people cannot do business it meums they cannotimport from this country. Isn't that what it would mean?Mr. HEaIINOWAY. That is what it means.
Senator TAr. So we can then do as we please about meeting that,situation?
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Mr. IIfwtNoaA. That is right.
Senator TA-r. We could lend somelbody sonime money or -

Mri. HUmIOWAY. We could take whatever action we thought best
for us.

SenatJOr FUtiUHoT. It is true however we cannot expect always to
have a favorable balhnce of trade indefinitely. That won't work,

Mr. HEMINaWAY. Well, I don't think so. Finally people run out
of means of paying for your goods. We in our organization are
great believelrs that there shlould be as near as possible a balance in
te trade and that the mnoney should be only used for settlement of
comparatively small balances.

Senator Rltrdcdi±r.. Mir. Hemingway, you stated you are apprehen-
sive that this knight militate against or eliminate the Recipr'a Trade
Agreemeit or the olperati(mn in the Export-Import Bank. What was
discussed as far sa you know when the matter was under consideration
as to what was the particular objective of this sectionI You have
referred to what you think it might afteet. I assume there was some-
thing very deffine in the mind of the author whoa this was put in.

Mr. II~t~rNWAY. Well, if you ask me for my perional opinion, I
think that was put in by the ~British to force us to assume what they
regard as our responsibilities as a creditor nations Just how they
did it, how they sold it to the other pebple, I don't know.

Senator Rancw:. You don't know of *ny discussions?
Mr. limearowaY. I wasn't there. No, sir. I he't heard of

any. There is only one other point that I want to bring out, Mr.
Chairman. This is also just an observation of some of the things
to be watched in the operation of the fund agreement.

There has been a lot of talk about the sterling taeas. Some have
said that these bilateral agreements are pohibited by the fund and
some have said they are not. Frankly, I don't think we know. ,We
cannot figure out and we see no sound language one way or the
other.

Senator RatFre. They are certainly not prohibited for the first
5 pears.

* Ir. Irlwx NawAY. For the first 5 years. That would be my iat-
pression. They are a means of economic warfare. There again I
want to trespass on your time for a moment to read another article
which was published in the Banker, a magazine of London. It says:

With the coming of war. the terling area changed both its membership
and its ehbrantr. It ifnldlately lost its neutral adherents,. Like every-
thiiag else forming part of the texture of the British Commonwealth of Nations
it became an inisrnmont of total war. The gradual evolution of strling ex-
ehanlge control was hullt withib the frame of the stprling area. That area
aequlidle s,,rthiag it hald never hall before: tstutory Oeatlton. It beamne
one of the esentihl means of defense for sterling, ud eons .louly and orenly
for eans/iling traade where atgic demarnds rtequired it to be canalle, pro-
vhlig the means for every kind of dlserliinatio, both in comPtrcial poiiey
and in directingle the inow of capital to andi from the rios members of the
area. As with so man.y of the metamorphoses brought about and Justified
by the neds and arguments of total war, tis one has found a strong alia voal
body of permanent sulpporals,. Tile debates on Bretton WoodsI have rveihid
how strong Is the hbady of opinion which wlsabo to preserve the sterlingl area
not as what it was, ut as wha it Is: an insatrvmiet of eoaumi, warfale a
baltteringll am with which to 1rm the door to unwilling markets; a siker fence
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of discriminatory devives with which to kp unwnated gode n from unwantei
swllers ,iut of the Empire mnrket

We just bring that to your attention because it is a subject we have
discussed in our committee. It is a thing to be on guard against.

I would like to conclude my statemlent, Mr. Chairman, by putting
in the record here some recommendatiomns for sfeaguhrding the op-
erations of the fund which follow pretty much what I have said and
which I would like to read.

The CIaAI{MAN. Very well.
(The matter referred to follows:)

fEOoMsloiAloiXo FORa SuAfoU&l THN OPUTIONS - THE tU ND

I. Clarification of the power of the bank to make loans for financial and
monetary relhahlltation and for exchange stabilization. The House amendment
(sle. 13) does this satisfatorily.

IL In claifrlcation of the short-term character of advanees by the fmnd. The
House bill dons this only palrtly; the language is ambiuous. Perhaps the
best way to do th Is to provilde as a condition of use of tlhe fund that it can he
shown to the sitisfaction of tile fund that the rnemer mnking the purchasc of
exchange ron reay within 18 months and agree to do so. This condition should
not hie suabject to waiver. This would be following the precelet of the Federal
Reserve Systemt and other banks of issue in having a definite matulity for
advances.

IlL. An agreement by all ,emube that the sal.e directors and aternates will
he desinated for the fumld and the bank. The Eiule bill does this for govEnor.
but this is Lndequate to assure coordination of operations.

IV. Agrecuent to defer for future msilderation the highly controversial giriele
VII, with respect to scarce currency.

Metbhoris o carryhlg out the foregoing proposals
To mnakl the forgoing interpretatioms and agreements fUlly effctive, they

slulad le Wiade conditions of the aceptanc by the United States of amembership
hi the frOd and iill.

The other method of attemptinlg to accomapih the purpose Is the one con-
telaed in H. R. 3314 of instructing the American governor slid direteFrs to
obtain interpmrltious and if these are unsatisfaetory to preent the neessary
amndmenll. This method may not accompllsh the proshe

Senator TAFrr. I think we might again refer to Lord Keynes' iter-
pretation on this subject. He says:

It Is clearly reognized and agreed that drlng the postwar transitional period
of uncertain duratlion, we are entitled to retain any of those wartime rcetrie-
tions, and special arrangements with the sterling area and others whichi are

elpiftl to Il, without being op tW to he charge of acting (contrary to any
general elgagenlentsl into which we have enterdl,

So whether you have any doubt about the rmeming of it, Lord
Keynes definitely has no doubt about the moaning of article XIV.

Mr. HnrIowatx I think that is true, Senator Taft, but it would
seem to us contrary to the spirit of the statutes of the fund for any
country to engage in diserimnatory agreements. They might engage
in agreements that were beneficial to the parties to the agreement
and not injurious to others, but where they are of a disoriminatory
nature it would seem to us they would be in violation of the spirit,
at least, of the fund.

Senator Tart. lave you seen, or have you a copy of that very re-
cent report--yesterday or day before--of the British Trade Associa-
tion or Association of British Industries or whatever it was, that was
published in the paper?

Mr. 1han NGowA, No; I haven't men it.
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Senator Fvturnnor. I would like to ask more about that 18 months.
What about the agreement of 25 percent of the quota? I don't see
how that is going to operate.

Mr. IIEMUOWAY. I anm glad you asked tattquestion, Senator. That
might also be amended so that the member country applying to pur-
chaise the currency would be able to get 50 percent a year, so that in the
18 rnoiths period they could exchange the entire quota.

Senator VlUsetVrr. You would he willing to let them use a great
deal more, but it would be for short term, is ttat tihe idea?

Mr. HIEMINGWAY. Yes, sir; that is conrret I have the feeling if
they could say they needed this money and could show the fund that
it could be repaid within 18 months they should have the right to
have the entire amount of the quota.

Senator FurmnonRr. Would that be with the idea, assuming they
make settlernut, they could repeat that at any time?

Mr. HeMrIowAY. That is right. It would be a continuing arrange-
Inlleat.

Senator FurLominr. One other question. You heard, I believe,
Mr. Williamrrs' testimony the other day. Do you feel that if arrange-
ments were made with the British 6dutide of the fund that that would
be very important as to the chances of success of the fundt

Mr. HE NoWAy. I think that is the crux of the whole thing. I
don't see how we can hope to restore sound muntilateral trade through-
out the world unless we get the British back into a strong and healthy
position.

Senator FIUIAIr£IT. Have you any suggestions of what might be
done to do that I

Mr. HEMINOWA. Well, yes. I think that we ought to extend to
them a credit and work out with them this credit arrangement so that
they would at the same time make settlements with the holders of
blocked sterling. In other words, get their house in order. I am sat-
isfied from the talks I have had with those people that the minute
the dseussions begin then you get into the question of trade relations
They wor'd want to discuss trade relations. They would also want
to dtsru . with us arrangements as to shipping, In other words, what
they ,ant to do when they get their house in order is to keep it in
ouhqi, and this credit that they would take, or might take, if the matter
were agreed upon, would be or the purpose of enabling them to keep
their house in order during this transitional period until the stabiliza-
tion was effected.

Senator FrULwmIT. From what you say it might be a long time be-
fore you could effect any agreement.

Mr. HEMINGWAY. It would take some years for them to achieve
stabilization. I think it would.

Senator RAarDCrn. What have they concretely in mind in regard
to shlipping? Doyou mean thbeacquisition ofsomeofour shipa in the
merchant marine or a pooling of international shipping, or whatI

Mr. HIMINwArY. I think they have several things in mind. I am
not a shipping man, so I didiN't go into that with them, but their
feeling was that they must have some fairly comnpetitive position in
the shipping world after the war in order to keep their trade in
balance.

Senator Mcmnoic, Coming back to this 50 percent, that is, in-
creasing the amount a country could draw out, from 25 percent to 50
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percent, provided thait they must agree to repay it within the IS-
month period.

Now, tlhere seems to be a lot of a t)Irhersion on the part of a lot
of thle witnesses who hare testifief bMfore us that there will be a
terrific demand for dollars from the fund almost immediately on
the setting up of the furd; that probably a great majority of the
countries participating will immediately apply for their qiqota of
dollars. l)o you apprehend that that will take piacA

Mr. HflMIoNwaY. I pressume it will, hut I tried to make clear that
the appicant country would have to satisfy the management of the
ftnd first that the exchange they wished to make was within the
purposes of the fIud and. second, , that they could repurchate their
currency within 18 months.

Senatolr Mernnoc. Yes. That is what I walit to comne back to.
It seems to me that this limitation of 25 percent would he a very

-efficient limnitation against this mad scramble, let us say, for dollars,
but you seem to, if I have followed you, to feel that that is not so nuch
of a break or a limitation on the scramble for dollars and that you
would be perfectly willing to increase the amomunt they could draw
out annaally to 50 perecnt, provided they agreed to repay it within
18 months.

Mr. HEtrNowAT. Well, also provided that the nanagement of the
fund felt that they could lrepy it.

Senator TAnrr. And ad iscretion to refuse. you mean?
Mr. HEnINWAY. 'IThat is correct. The discretion would lie with

the management of the fund and I am assuming that the fund man-
agnmmnt would be spletndid, that they would not grant this unless that
colmtry was pnttv well in equilibrium, because if it were not, it
oould not pay it back in 18 months.

Senator Mruimcn. In other words, you would rather have the dis-
cretion to loan 50 percent on a repaymenit agreement of 18 months

than an automatic power to draw it out at the rate of 2 prcent a yeart
Mr. HtrarNowAY. I would. I think it would be more effective.

Senator MnINix. Mr. Chairman, in my cogitation on the British
end of this problem, which I, too, think is the crux of the whole thing,
I always come back to this, and I would like to get your opinion on
it. It seems to me that unless Great Britain can get her export costs
down so that she can freely compete in the markets of the world, that
she will always be confronted with the necessity of maintaining ex-
elanlge controls and various types of initernal control, and if thatbe true~~~~~~~~~~~~~~f oa
be true the anything that you do is nmerely a stopgap. I have in

mind the possible adoption of the Beveridge plan which will raise costs
in Englanid and which, of Course, will rais the prires of her products,
which nmay aise them so high that she c-nniot compete on a free and
natural basis. What is the answer to that?

Mr. HrlintnWAY. I was told when I was over there that they had
made great strides in improving their methods of manufacture. I am
not a manufactnurer. so I don't know. I didn't go through any of
their plantsa but r talked to others,. Americans, who had beehn in some
of their plants, and they were impressed with the fact thlat the British
are remodeling, you might say, their method of manufacturing and
sthow evidence that they will be able to manufacture at lower costs.

Senator MuIIrKN, Of course, if they could do that-
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Mr. InCNGWAaY. If they could do that, that would overcome the
dificuly there, Of eours, it all gets right down to this, as to whether
or not you haive confidene they will be able to solve their problems.
If the caniot, they are a poor risk. I'eronali , I have confidence

~enougin the hih people, aInd I think they will find a way to solve
t n theioblems.

Senator MLuux. Would you say tihat unless they do make a
marked n lerilzaliion of their ;loeesses, then you are just chasing
your tailI

Mr. I-rMINNoWAY. Tihat is correct. They have to keep up with the
procession.

Senator F1rumontT. What do you think we ought to do about lend-
lease?

Mil HEMNGaWAY. What can we do?
Senator FuLraloGI. I don't know, but one thing, would you say it

ought to he settled. right away?
Mr IIEMTNOWAY. I think so.
Senator Frrnronr. Treat it like the tar debts?
Mr. TIMINOWAY. That is what I think, and I have thought so all

the time.
The CHAIRMA. Are there any other questions of Mr. IHtcing-

wayI
(There was no response.)
The CHAannMAN. Thank you very much,
(The following letter was later received for thle record:)

W R. OMOc & Ce,
Naeo York, N. Y., June 27, 1945.

Hon. BOntr F. WAOS.a,
United States eamte, Wmalinto*, D. C.

Mr La, SiNarou WAonR: I refer to the statement made on Monday, June Aa
to the lanking and Currency Committee by Mr. W. L. Hemingway. of the Ameri-
can Baktrs Asoeation, as to the need to bring British int'rnattlonl receipts
and pitameats into better balil..., so that world currency stabilization might be
perninlet and trade butriers redlced. On one painit of this part of hi state-
melt I wou1l like to register a respoctfn disagreement. That is with regard to
Air. Hemrt .ways suggestion that we (the American shipping public) might find
it profl i[ e to build up the British merchli t marine and to patronize It in greater
measni, as a means of giving the British more dollars to buny our gods Mr.
HemnIgway, of course, put this out as a tentative suggestton, stating that he was
not an eapert in shipping.

For many years foreign shipping interests have pot out propaganda to the
effect that the earnings of their ships pay for a conaide,'able part of our exports
and it Is not surprising that, in the absene of speal knowedge, an otherwise
wel informed gentlemen like Mr. Hemingwiy should accept the thesis. It Is,
however, quite erneeoues. For the information of the committee, I give herender
a brief statement as to the actunal facts of the ease, So that no misconception of
the matter may Infiuenet any of your members In dealing with Slipping policey.

First. it is to be noted that gross dollar receipts by foreign shipping interests
cannot be ,sed to buy or goodl-it is only the muoeh Smaller net balance remaining
after payment of dollar expenses for United States stevedore, United States

fflee staff, port charges. fuel costs, etc., which is capable of purchasing American
galds for shipment abroad. Also, one must make allowane , In considern, the

blatace of pavmenta. or expenlditures of foreign seamen here a against American
seamen abroad, and subtract net receipts hy American lines of foreign urrenes
from the net reelpts by foreign lines of dollars. The determination of an setlal
balance of payments taking tbese and other factors Into neaount s quite dlnlt
and we bare prefrred to leave it to the Department of Commerce, which make*
an annual stdy of this matter.

Analysi of the official stntiaties of the DEpartm lt of Commerce shows that
in the 20 years between the end of World War I and the hbiognaig of World War
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IT foreign nations (tinuding the Axis) had an average net favorable bairnee
with us from slpping "ervie, of less than $4D,000)(fi per annum. This was only
1 percent of the avenge value of our exporIs during tle same period. it can be
seen tat this sum is insignificaut in relation to tile trade balance, and that piltting
foreign shipping In a preferred Inosltn wil do almost ulnothing t, lve trade
liselquilibria, while it may do nneh to decrease our defensm power, which depen ds
on our merchant iltp/ing for effectlvenss abroad.

Britnain Is by no mean as badly off in shiping as Is gtenerally supposed. The
British Empire as a whole now has a larger tornnange of driy algo vsls than in
1ICM with slightly better average speed.

In 103 American ships carried less thian 30 petrent of our American foreign
commerce. lut when war brokLe out we found our ship tonnage far too low for
commoere or even or lhmnilllmu military demands, and were in serious danger of
defeat bmeuse of this. The military authorities say that we sbhoul never again
be - weak at sea, and desire that We maintoain postwar a muh larger foreign
trade fleet.

Buill in maintaining this will we not damagn the British or others, and reduce
our exports? The answer is no. As shown, the esrt matter Is inslgnifiennt, and
fu'thermorr , it 1s posMbli to exlnd American tomi.ge very greatly without
d,,ceasing British or Allied tonnage at all, as compared with 10) levels., If we
take the plamce of Axis tonaem formerly in our trade this will allow of on-
siderble American tonnage Iurease. An even ltrger Increase Can follw frlom
an eypin[ion in the vole of our oCeara trade, an frorm ie arriage by our
ships of most of the additional earge movement. Incidentally, a larger fTrelgn
trade freet will be an important fator in ftroiblUg employmlent to Am*nrielin In
future years, and stdies made by vs shw that the economic bienefis to be
derived therefri m clearly exeed any economic losses through supposed deereas
in foreinm lurbasing power, etc., which might theoretically be brought about by
its existence.

If It-is desired (as we ail do) to bring the British balance of pyments Into
better .qnlibrium, would it not be better to encurarge imports fiont Britain or
her colonies, than to Seek to reduce our shipping. wilch would reduce a key
element of our defense? Inmreaed emlers from Britain aid help solve the
problem of trade uabaelure. and also promote our xports, but Increfad purchase
of British shipping services could do little in regard thereto, due to the small
magnitude of the transiportation item In onr balane and the large percntage
thereof already In Britis hands.

Sincerely yours,
a. H. Parcn., Viee Prelthml.

STATEMENT OF HON. ELIMER THOMAS, UNITED STATES SENATOR
PROM OKLAHOMA, WASHINGTON, D. C.

Senator THoMAs. I have pending before the committee two ameond-
ments. They db not propose to amend the charter or the treaty or
the agreement between nations. The amendments only amend, if
enacted, the pending bill.

This bill deals with money and because of that fact it deals prin-
cipally with United States money because we have the most money
and the best money. Under tie Constitution, Coingrecss has original
and exclusive jurisdiction over money, and for that reason this bill
and this program is all-important.

The amendment I propose are two in number. I remember being
before this committee 12 years go. At that time I had a proposal to
raise prices through money management. The Congress accepted
the amendmltent and gave the President most of his powers over money,
and to the extent and as fast as the President operated under the law,
prices rose. 'The amendment incorporated into the law was respon-
Sible for prices taking a trrn in the spring of 1933 and they kept in-
creasing until 193, when the people who had money and bonds became
alarmed that we were feeing uncontrolled inflation, then the money
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managers clhanged the trend of the value of the dollar sland stopped
its decrease in value and brought about an increase in the value of
the dollar, thereby a decrease in prices, and we had the recession
of 1937.

At that time I was accused of being everything but a sound money
' man. Nevertleless, the amendment that Congress adopted did the
job of raising prices as intended and as fast as the authlorities wanted
thie job dole.

Now I come befre the committee today with a proposal to keep tie
Unitted States and through the United States the world, I hope, on
a sound metallic monetary basis. I see a distinct trenald now, not only
here in tile United Slttes, but throughout the world, to permanently
go off gold and to remain off all kinds of monetary metals, to go to
purely mannagd paper currencies, not only in this country, but
tbrougout the world and I am opposed to such a program, at least in
OUr owin country,

I haw an amendment that is very simple, however, it is far reaching.
The amendment propoeas to establish in our monetary system at new

coin and I exhibit to the comlnittee a Treasury statenment that comes
out every day save Sunday. At the top of this statement under "'old"
we find two designations, first the value of our monetary gold in
terms of gold ounces and, secondi the value of our monetary gold in
terms of dollars. On the 18lt of Juhe we had in this country 579,-
037,307t09 onoces of gold, pure gold. On the same date we had 20,-
266,805,375.01 gol4 dollars.

Now, under our present system, the gold dollar is our standard and
nobody wants that changed, bit inasmuch as the Treasury Department
prints thile amount of gold in ounces I propose to add a new section
to the bill, estLtblishling a gold ounce in our monetary system, reading
as follows:

There Is hereby estaulhils in the money of account of the United States a gold
eoiu to be kitnown as a gold ounIe; such coin to contain 480 grains of pyre gold
( tmroy wight) and sufclent alloy to make It nine-traenth the n to be of the valune
If $35 or units.

Gentleman of the commitee, this does not direct the Secretry of the
Trelasury to actually coin gold ounces. It only establishes in the
financil system of our country a gold ounce as a legal coin. Just as
the gold dollar is established as the gold standard unit of our monetary i
system.

Now, the purpose of this amendment is not to direct the Treasury
Department to coin gold ounces and place them in circulation, but to
have them established in the Treasury by law, so that if the managers
of the fmund or the bank so desire-and from my viewpoint, if they are
interested ill keeping this country and the world on a gold standard
or on a metallic standard, they would deal as far as possible in gold
olnces in the place of other unitsor forms of money.

At Bretton Woods OGreatBritain proposed to establish a theoretical
coin called-

Senator Toney. That didn't get up to Bretton Woods. It died
before Bretton Woods came in existenee.

Senator Tnomas. Well, I know it was prolosed by England to .
establish a coin to be known as a "banlor." 'lhe United States also
proposed, either at Bretton Woods or earlier, the establishunment of a
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gold coin to be called a "unitas." Other writers nnd economists have
sug rested a coin to he called a "grainor." Others have suggested a
gold ounce to be knowiin as a "goldoz," so tis is not originally m idea.

If the bank and the fund begins to loan moneys-loan pounds for
example, or 0loanll francs, for example, or loan hiras ,or pI or rubleal
I don't care what the money might be, I am of the opinion that sone
countries are certain to lose vast sums of money. Ve arc lutting into
these two institutions gold. Everyv time we put a goll dollar into the
fund or the bank we are puttinp g i a potential $44 of Americian money
because under the present law one gold dollar stads for or supports
$4 in currency and such currency dbolar is a basis possibly for $1
of credit. So when we put a dllaer into the fund or hank we deposit
possible $44 of American money. T*e other nations may not have
gold and in such eases they must depend on paper curreney which
cannot be the basis of additional money, as every time we put in a
dollar in gold we areputting in thie basis for $44 in currency and
credit wbiile other nations are putting in only their paper currency.

If the bank and the fund deal in the eencieis of all rnations, then
supposing the fund or the bank should loan, for example, so many
nlts of atm y nation's ulrrency the bomre irig c .iutry could pay bak
tos unrits in an identical n Gmber, but when the borrowing country
proposes to pay back such units they might not be worth one half of
their value in terms of property that they were when the loan was
made. That being true, the bank or the fund, as the case may bd
would lose. If any country loses it will probably be the United States.
8o if the fund or the bank should deal in gold ounces, they could loan
so many ounces to a country instead of local unies. Of course, local
units could he secured but measured in terms of gold ounces.

aThen the borrowing nation would be obligated to pay back t old
on es instag o nits of their own country. If a loan of a million
oinees of gold should be lmoned to any nation, England for example,
at the present time the British pound is worth some $4.02I-or it fuctu-ates, $4Y2--and $i.08 so the fund would loan gold ounces and, at
thhi time. each gold ounte is worth something like 8.7 pounds sterling

Now, When it comes time for Great Britain to pay such a loan, it a
should pay back enough pounds to get the number of gold ounces that
were borrowed. It might take more or less, but all the time tile lending
institution would be protected.

In the case of Franc e, for example, today the fraime is worth 2 cents.
Gold ounces today are worth some 1,750 francs. If a loan was made
in gold ounces we could convert that into francs. When it came time
for France to pay her loan bhelc she would not pay back So many
francs. She would pay back so many gold ounces. It would be no
concern of the fun~d how many francs the French Nation had to secure
to pay the gold ounces bI'k. The same thing would be true of every.
other nation.

That is one of the reasons for the establls~hment of the gold ounce as
an additional coin in our monetary system. It is not mandatory so
far as coinage is concerned. The amendment only establishes the
coin in our money of account.

The second amendment is with respect to silver. If we cannot keep
gold as a basis tor our money it is obvious we cannot keep silver. If
gold goes out, silver goes out. If gold remains the hnis of our mone-
tary system the chances are we cankeep Silver in our monetary system.



lBoN WOODS AGEMENTS ACT 503

We have a very large stock of silver. At one time we had over 3,000,-
)00),0 uonces, A part of that silver was used during the war ad

some is still being used.
We yet have a large amnount~of silver. It is sto'ud up at West point,

*serving no particular purpoe.
Inasmuch as we will have to put real money in this fund ard in

~the bnmk, the second amendment proposes to direct that a part of our
surplhs silver be pliced in the bank or in the fund to take care of our
obhligation. Silver would be placed in the bank or the fund on the
basis of its presrnt worhld-ide value. At the present time silver is
worth something like t0 cents an ounce, so we could place our surphmi
silver in this fuid or in the benk on the basis of 50 cents an ounce. It
would take two ounces to be worth a dollar. It would be valued at
all times mi toris of gold. Ifhnt would take care of our smurplus silver
to a good advantage, and then by providiing that this silver should
be valued from day to day in terms of gotd the silver would serve the
samep urpose as gold. ]t is my convction that if this amedlndment
should be agreed to very shortly all the surplus silver in the world
would come to be used as money. When I say fund, I mean either the
batik or the fund.

It is my conviction if this is done very shortly there will be an effort
made to estallish the relative value between gold and silver on a pro-
duction ratio. At the present time the production ratio of silver to
old is about 12 tiner that of gold. It was that when we were pro-

Aucing both metals but more recently it isn't quite that much.
The amendment which I suggest is as follows:
On page 4, line 23, before the period, Insert a colon and the following:

"Promid4, Tihat the Secretary of the Treasury is directed to nBe all sver In
the Treasury not held as surity for outstanding sinser of the United States
and all sliver which may from time to time come into the Tretaury to Way
that part of the subsrriptlon of the United States to such Interna.u.I.l Monetary
Find which is not requird to be alid in gold under the provions of the
artlids, of ilkgrenellt of the International Monetary Fond: Prmoe4 further
That all silver which may be paid Into such Inter.ationl Mionetnry Fund shalt
be valued in ternsa of Id fronm day to day uoT the basis of Ite ,ommereil or fair
world allu e per uT4i of such Silver and on such basis such silver shall be re,
l.arded as the full equIvalent of gold: Plrovided further, That nothing herein
shal be deemed to affect the oblligation of the TOited 8tnten to pay in gold to
sale International Molelary Fund ilat portlon of Its snbserlptlon thereto re
qlired uolder the terts of 8eh agreement to be palid , gold&'

We have over 20 billions of the world's gold. There are only about
32 billions of monetary gold in the wo~rld. So we have twenty thrty-
seconds of all the gold in the world. That mabks our country by far
the mto4t important monetary country. I am of the conviction that
when this war is over the denmand for money is going to be very grest.
I am sure you genitlemen agree with that lh'olx)sition.

The question is, Shall we keep omr money on a metallic basis or shall
we go off metal and begin lo deal in paper currency J Those are the
two amendments I have to suggest to the bill. As I said, thiey are not
amendments to the charter. The nations would not have to ba brought
together to agree to them. They are simply amendments to the bill and
they have t, do wholly will Ameriea's monetary system and Congress
has full jurisdiction to pass on the matter.

That completes my statement.
I thank you for hearing me at this time.
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The Cll XRMAx. Thank you, Senator Thomas.
Mr. Murphy, we will hear frontI you now.

STATEMENT OF WIIIAM S. MURPHY, WASHINGTON REXRESENTA-
TIVE, WESTERN ECONOMIC AND MI G AF IIATS

Mr. Murnnp. My name is William S. Murphy. MA appearance be-
fore this eommittee is as the Washington representative of the West-
er Economic and Mining Affiliates, a western organization interested
in gold in all its aspects. Since-as I once heard a western Senator
say before this committee--this is my life, I would be very grateful if
I can first read my testimony and then answer afterwards, if pos-
sible any questions that you gentlemen may have. Lt me hrst
briefiy attempt to qualify myself and then equally briefly say a word
about my organlszation .

This is the first time that I have testified before this committee, al-
thou'hl I have asisted more than once in the preparation of testimony
that was offered to this committee by the War Prduction Board and
by the United States Navy within the past 8 years in connection with
silver legislation.

AK to myself. I have spent 25 years in the mud holes of monetary
activities, as follows:

(1) From 1919 to 1022 with the Equitable Trust Co., of New York,
possible the greatest pioneer in the monetary field at that time;

(2) From 192 to 1942, as a partner in companies bearing my name
and which acted as dealers and brokers specializing in gold and silver
bullion and in the principal foreign exchanges;

(3) From 1942 to 1944 as Chief of the Silver-Gold Section of the
War Production Board.

In those 25 years I have participated in transactions in gold, silver,
sterling, francs, yen, rupees, etc., probably aggregating the total sums
proposed for the fund and the bank together.

The organization which I am representing here was incorporated in
Colorado last February. Its president, Merrill E. Shoup is also
president of the largest custom mill in the United States and his com-
pany was the fourth largest gold producer in the United States in
1943. Its vice president and troeasurer, Charles N. Bell, is a former
president of the Colorado Mining Asscoiation, the largest mining or-
ganization in the west with a menmbership of several thousand. Its
managing director is Robert S. Painter, who occulpies the same posi-
tion in the Colorado Mining Association.

lThe niemnbersip of my organization is drawn from the 12 westrn
mininlg States, whieh contain 40 percent of the area of the United
States altlhough a much smaller perentaget of its popIlation. My
organization speaks on behalf of the $20),000,000 gold-mining industry
of the West, whlose product stands close to the very heart of this entire
legislation. It is interested primarily in gold and is committed first
of all to the protection of our national position in gold and secondly
to full and appropriate protection of tile western, producing interest
in gold.

We would first of all like to pay our tribute to the officeials of the
Treasury and to ail those wlh participatrd in the extensive lahborm
which produced the Bretton Woods plan. We would like equally-
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because of thie terrific importance of this legislation-to pay our
tribute to all those individuials who-agreeing with us or not-have
contributed to the careful scrutiny of the present proposals and in
particular to Randolph Burges., presideit of the American Bankers'
Association and the late Leon Fraser, formerly president of the Bank
for International Sottlements, who we think have performed a super-
lative public service in connection with this legislation.

WVith the general stated purposes of the Brettoa Woods plan we
are in wholeleartod agreement. In the light of a million American
casualties and of Oie far greater casualties in other lands, and in the
light of the ghastly material losses from tihe war throughout the world,
we think it would he very difficult to find many people who are not in
agreement with those put loses

In detail, however we feel that the Bretton Woods plan falls far
short of national and international necessities and we would like to
offer the following comments:

(1) The cooperation which the plan calls for from the United
Stiates seems to uis to be the kindl of cooperation tiat the lamb is some-
times expeted to offer before being devoured by tlie lion. In our view
any international monetary planit in which the United States is ex-
pected to play suhl an important role must, first of all, take into full
and (1 e Iry balanced acc'ounit all pelrtinent, past, presint and as far
as possi le, fll nre aali ta les--flin anlal, cominne gcei and industrial
actualities.

'This plan--vhich originated with ou' own Treasury and with the
13iitish Exl hequer-couintans in our opinion the sanme lack of reality
whicl has characterized Britishl monetary policy since the middle
1920's, ait lark of reality which is traceable to British failure to recog-
nize tihe deterioration i i her national position that became manifest
after the last war, a failure which led her ill 1925 to restore the pound
to its 1914 parity-$4.86-whiclI carrsei her in 191 io cut loose from
gold with a consetluent drop in the pound to $.19 and which led her
iII 1931) nrder the inpact of ear, to a new valuation for tile pound-
$4.03-the last of which, at least ill our judgment, represented a be-P ginning of rcalmin. since for the first time it established a 4 to 1 ratio
against the dollar in lace of the previous 5 to 1 ratio.

Ilbis plan contains a so-called stabilization fund, which to us is
nothing more tihan a mere qopy of the first stabilization fund that was
set iu lny tih British in 1931 and which hasi done an excellent job of
ped otabilizatini up to tlis point, a stabilization, however, which
is getting shlakier every (lay.

(2) It is our view that tie United States should participate in any
plain that xal ily offe rsn some hoe of gentuie stabilizationm It is equally
our view that this plan is the very negation of stabilization anid is
·imly a device forte artifieial temnorary pegging of unsounmd clr-

renieies largely at the risk of the United States and~ overlooking the
principal facts of the mattter.

In our view--istpad of merely copying bankrupt British monetary
leadexsip--the United States shoulK for the first time in its bistory
offer some semblance of genuine American leader~ship, corparable to
the excellent leatirehi--all thlings considered--which the British
did offer for 100 years fron 1815 to 1914. My organization even be-
lieves that if we heI and now fail to offer that leadership our great
Russian ally will do so in her own time and way.
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The American leadership which we have in mind would stem from
two basic considerations, first the fact that the world is in violent
and historic flax and that we are the only single country left on the
face of this earth which has still enough of ils substance left after two
successful World Wars to be strong enough to offer any real hope of
stabilization; sondly, that that leaderiship must be based un uiv-
ocally on the only solid foundations of monetary policy that etve
any [istory whatsoever--namely, gold and silvelthe one emanating
prncitplly within the confines of the British Empire and Russia and
the other primarily from the American Hemisphere.

In respect to the first, the terrific flux in world affairn includes
among its mahor aspects, in our opinion, a historic change in the
rvlative finanear onnd commercial positions of Great Britain, of Rus-
sia, and of the United States, a change which goes hack to the latter
half of the last century, accelerated by two World Wars.

Please let me enlarge on this point slightly. For over 200 years
Great Britain was the unquestioned leader in this world--finanieally
and commercially. During most of that time both the Unted States
and Russia were of unimportant significance in that sphelre. As of
a'proximatel 1870-whi is an important milestone because it
marks the eclipse of France, the emergeince of (iormlny as a wbrld

ower, and the a handonment of silver by thile Latin Union-Great
it ina possessed 25 percelt of thle international trade of the world.

That of tihe United State amounted to only about 5 percent; that of
niia to only 3 porerent. The inroads upo thie British Iposition front

tha( milestone have been diverse and continuous with tile result
that by 1938 tte British slhare of world trade was only 15 percent.
Our was 11 percent, and Russia's only 1 perrcent.

Now the full meaning of these changes is obscured by the fact that
world trade does not have the same meaning to these three world
leaders of today. In the case of Britain her foreign trade as of 1938
amounted to roughly 80 pertcnt of her national ivcome. In our case,.
as of 1929, the best prewaarye a ed to only anbout 6 percent
of our national income. In Russia's case it is very much smaller.
The meaning of this change in iternational trade positions has been
further intensified during the present war, in which Great Britain o
has been forced to li quidate most of her foreign investments, formerly
estimated at albout $i19,0.90.0;,000. and has lost a large part of her
shipping. tie two of which formerly produced about one and one-
half billion dollars of national income.

In other words, gentlemen. Great Britain--which milike Ruia or
the United States must trade in the international markets or die-
is in the words of Lord Bevin, broke but not bankrupt. Russia, on
the other hand, with her natural resources, lher prestige throughout
the world today, the trade vacuum existing in Europe which she can
to a sulstantial degree control, and her semi-Mongolian interest in
the lar East, is unquestionably on the threshold of major interna-
tional trade activity. The United States-with all the advantages
which we enjoy-should be able to maintain on increase her position.

But any monetary program like this one, which is not based on
these fundamental facts, is, in our opinion, foredoomed to failure
and will exact a heavy price in terms of American prestige.
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Ii. respict to iLv scond paoinlt the liecessiity of basing any nonti[ry
pr'ogran, oi golid a d si ier, tlose imetalis ar!, of con rs. tile onliy tiwo
which havre aioy staldiiig whutsoever in tile long rtiit uiries of noneti ary
i isoIv. 'Tie r litD1oll Wils jSllt doe', of ours&. give s e rec O..-

~?ttoll to h/itol{hl hIonloith tle niaillil.g of that, rcognid on has been se
Objlicv of sharp dillhtences iof opinion on both sides of tihe Atlantic.
'lhe Blrleton iVoo ixs Cliifercn4e evell IVIt so fail as to vlvocatei sonie

study of the po-sible in(btesion of silver in (he plan in sorme form.
We ao reI litIe shkeptical, Ilo wee, of the l ikelihood xf any im it ant
reiuils fio n that sttly. Ii 'i', we liiik tihat cutr/ll]y R]ussila,
Idia, andli Chlila litVe i behtter imllersitand ing of Ilhose etals titalln
thle plan suggests.

Now preciselly what is it thai i our organizatll ion is afraid (If in this
pl n, ill d j list whil t pro[)osai do wi( o,0tr for y(fllr eonsicratiion

We are tinot at all fearfl of tile bank, since the leading American
hibankers have stated lthat tie standuarlds of the bank confoi'lt to good
banking praclice and that there is fill opportunity of approvi g or
reecting tihe proposed loans, inchi. ling sahbilization loans, in the
lilghi of t e colilateali that is offered.

We are. iwever, greatly fearful of the implications for tile Unitedl
States which are tont Iiined in tile fund, becauuse of its basic lack of
considearnitot of the matters th at I have outlined. We are not in
tIhe least afraid of tIe amnount of tlw American subscription to that
fund. buit we are fearful of the delrts to genii le stabilization that
it wl ca tise anii of I te i. ore inmportanlt damaige to American financial
prestige. As General Eisenlower said the other day, "Wealness can-
not cooperalte with lanytlin." andt we aire celtaini tat ou's is tie
Oll.Y iliporta Illt cureabev wi ich is niot fundamentalily weak.

The fun eunamet al weakn iss of tlie pont .d sI tling to soine extent can
be calculated as a result of the recent British-Frencb trade agree-
ment. wihich providesavah milion of 200 francs to tihe pound. Nlhw if
you iake the franc rate in tie Frenrch black market--which is prob-
aily much closer to reality--of one-hallf etit, or one-fourth of the oiffi-
chi lrate, and if vou assitne that that, agreement represents the best
'Iof Bril sit and Fil l rllh.l-eassnl s of today, you arrIre at a price ofW $1 for the pontd.i

And so we ask you gentIlemen of this isotrn.t iitee if this plan itself
idoes niot conic pritty close to iniiiBat il tie imnpossibility of Atn-
bhlization raiider this plan, ad. seconiiidly, if it does not corae pretty

lebse to i liieatingt at least ouie of tlle numaj or penalties tiat we shail
suffer iomn partiipatoion in itf. We lintkf it does bI}l,. It has be(n

pointed o(tit. iI pirevious testiofl v ere lhit there is a strong possi-
bility that the resolcs of tbe ftlll i may 1be diisi pated in a inmixmroan
of 4 y;ears. It has been pointed iot Ithat the United Sltates-hbcavie
of her unwillingness to increase her foreign trade beyond proper
linits--much of that trade finance in tihe past by our ilurchases of
gold. incliuding Rhsi i l go!l--umay find itself in the embarlnrassing
poit i on of bining participati I in an t greeinent tbia( wasi foredooimed
to failure,. and much more importann t than that that such unwilling-
lieSS on ornr paril nav provide the exci su for the Britist inability to
par off 1et Indian blocked 1I .laneEs. whicih remount to $4,000,000,000
at $4 for tie , i iinid, but to only $1 0)000 O,(OO-or 25 cents on tite

7571-RI-33--
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dollar-at $1 for the pound. Just when the British will make their
settleunent with India is, of course, anybody's guless, but it does seem
to us that there is an excellent possibility that it might be more or less
sinultaneous with the declaration that the dollar is a scarce currency.

We are quite cmn-cious of Lord Keynes' statement that at the end
of the war Great Britain will have burdened herself "with a weighb
of deferred indehtednes to other countries beneath which we shall
stagger." We are in favor of generous. even magnanimous assistance
to Britain. built with all the cards face up. Such an eventualilty as that
which I have described in respect to India. we feel, would not hurt
Russia in the Far East at all. But we think tiihat eventuality would be
a catastrophe for the United States.

With a few more words I shall be finished. Tihe specific recommen-
datiois tlhat my organization offlers for the consideration of your com-
mittee are as follows:

(1) That we decline to participate in thile fund, if necessary modestly
inlelasing our participation in the bank in order to assist in any pos-
sibilities of genuine stabilization.

(2) That the Advisory Council which has been proposed by the
House of Representatives-and which we believe is unfortunately over-
weighted in the direction of declining Europaln trade-be modified to
include at leasi 40 percent representation for our great raw material
producing areas, a representation which would be approximately the
same as that contained in this committee--we are fearful that the
outlook on this matter of the Treasury, State, and Commerce Depart-
ments, of the Federal Reserve System and of the Export-Import Bank,
would be substantially the same and would not take into proper ac-
count the monetary vdews of our Western States--tha the modified
Council he empowered to make a full replort as to the necessities of
American and interlational monetary policy within 2 years.

(3) llhat in any stabilization loans ih which we participate through
the bank our poli;ey be based on the declaration of Congress oe No-
vetnber 1,1893, reading as follows:

It is hereby detm'd to be the policy of the United Stiate to continue the ta,
of boith gold and siver as standard aol,, ,nI o, oi both gold and silver into
money of eul intrilansic nd r. exchaIlla.e. vl such e quality to i secured
through Inecrnatlnnal agroment or by such safeguars of lsisaioin ils will Tnsur0
nintenanee of the parity in value of the cils ofI the two metals, and the equal

l.wer of every dollar ait all tines it the mnarkets and in the paymnet of debts.
And it is hereby further declared thatf he fforts f tthe Gover.nment shall be
sleadily directed to Ite establishment of such a Fare SyStrtu (f bIrntuLIIsI as
wll maintain at all (iut the equal plwer of every dollar colied or issu.l by
Ihe Ulttnl State and in the payment of debts.

And upon the guarding by Congress of its constitutional power
article I, section 8, paragrap h 5, which provides that "Coingress shall
have the power to coin monoey. reguilate the value i thereof, anid of for-
eign eoin '-given it by thile people against encroaclhment by any inter-
natninal agrieenmient or ticaty or by ihe enactment of any legislation
limiting the lwj)er of Congrek* in this respect.

Now. Senator, if I might possihly be permitted. I would like to in-
trodued in the reord the re solutions which were adopted by my organ-
ization in Boise, Idaho, following a meeting they held there on May
'2 and '6 of this vear.

The CuARMAN. Very well.
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('iThe reslutions are as follows:)

Rxsutrn~>~ AriartITi tr Boms& Iliono MFMNONu oF WtnonN E oraot & MI1ifnO
Ar[ILIrAts, INl.. MAY 2;- 26, 194

Tite gold-,inh g hIndlustry of the United Statos is nitell i ilts support of
Oa' Prl'edellt, Harry S. Iruma., our armed forces, and oUr (COigrrss il runking
very eff,,ort to olpletOe the vitory over tile cotluntry's cuesl, thus maki1g

It IX)sslble forn great illaly of Ihe members of our arId florces to return to
their p ,aevrime pursauits, ilcluding bhae innly gol0d lnhels, who ,r flow ighting
far our eaolnry oil the ar-lulg biatle fronts.

We acerpt 0Ur responlsibility uvil rst to ,the um....liate problem Of rein-
p]oynolet of those wilh dslre agallin to lake ithleir ivel0hnlod i the gokdmruiiug
I.dl.htry of A.llefic . We urge the .rollpt r.eindinlg if the golid-mi.e cloSiltg
order, kLownx af IL'S, with Ii* olisidera tiot ibing givemr to the Immediate
aed, of the Idluset'y with rl{pelt to eiullienI., htppiies,, and the ahlditoial
burdens plhiaced upn the indiJLSry by the pursuance of goer.ili.il[tnll [ oileids
and ec.nollic t{elds whichl haow { angeul .rolnsi.lerably . IYt ions lluder which
we r.ist >lxratc ince the li..is.. o. the or der. The o] r was eIi-{dvisedJ i,
thiet it never aemiInpls1lnd its sat td pupo.e of dlivetinig .l..alpower ,rd a n-
treiilal tl., altegie ileret liehs butll instead workil undue hardlship on runny
eonlanulllltil{e ill which the promdhtion of gold Is usually cart-le h o h, while we
hae sen gold plrduees il: Allied e,uittries ,onttnue prodletion throughout
Ihe war. rs dirg 1heir gold tto the IUlnitted SI a.e l.d, ill IiU ny lIst .... Les, i.Sing
nipnertlt. m .nufacltulrd in tlis cluntly, the uSe Of which was denie[ Ameriae.

producers.
When order 1r20S is ,re¢Indld, b!ell . .. onbthl' and I y.n.r' tiFlI e will be

requidrei fr i r gold nines to rPplac eqipminrt that was ,minla..deered for
the war effort. Prompt action to permit resulmution of gold mining Is utwlssarya
to start planning Jobs fr the letu nillrg veteran,

We bieve iin til Amle'ien sys(em of govriernt. InclUldlng oFir historlially
Moud 11rntaluty tloCqII lu I..bae oil o sgod anll silver, WhiCh I.aa e.lrrel uiS
Ihbruih 1l] tiny piriods of otlr4S to 1]orid leadteshIp.

We depmlore iee re it nortunt ttejnnes of MnrriIne ]r Erex, ard] other
in gvoterilur.itai] o0itiJon willth Irs, et o gold, whihil embody a foreign idlogy,,
not alitiabi to thi colllntry. We tan tnlIerstttd lpokes. n froomn other (.dUD-
tries whose gold res,,res are tfplrorill'y exhautste]. e ritlisilng our time-
honoered Inil testted mOetfil'ry slY;ell in which ou.r ieole hti ve sie h a hugo
sitke, bhlt we tfke shrlr isoot with any (ovrneiiJn t official of thins country
who attacks thle very fourftion of o..r mo.netary structure, deIelldiig as it
does on pulid] cofide..e ild .l . .n sod and silver is a safegulard against d-
baehery of our curreney. We Insist upon the continuation f our monetary ,;licy9 s a nnoiiieed by Congress on Novenlber 1, 189& as follows:

It Is t rreby d(ylareld to be the IllIy of the 1ited Stales to eontlinm the
lae buth of gold anl silsveri as tatndard mnley and to coin both gold and
silver nlto money of equId l iltrinic alnd exIhangeabl, valuTe, suh equality
to be se.ured thriugh lteraltiioll agreement, or ,by such safegliura of
legislation as will insure maiTntenane of th parity in value of the colas
of the two metals, anl he e[lbqll power of every dollar at all tirl iJn tie
mlarkets nd in th payment of debts, . And It is hereby further declnrel that
{he efirts of flil the Govritlit s.hll bhe steadily ilrtetd to thI establiFah-
ment of such a stfe system of bimetallism as will ulaimtain lt all tilmes tre
equal lpwer of ever dollar coined or Issued by the United States and hI
the payment of debts,"

anDi the guarding by (ongress of its I mslt, tulinal power (art. I. e. 8. p. 5.
whih provides that Conlgrels shall hae the Twher to coil money, rmgulate tiLe
valle thereof, and of foripIg]n ci')+ given it by tire popi' agaIiist .encroachment
by any intern'tllial agremen trenty or by the e..e.tment of any legIslation
Hlmiting the power of Coingrre in this respoect.

Onr petople hNve confideh e in hard mnleny miuported by gohl ad s filver. filr
they know that this money is the money of freemei and that paper molne has
Imeai sle in foreign eontr.ie. s iopy s], Ye libibor and ha., in riatbly disruptedI
the economy of the countries fsihlg 4leh paper currency. The disaster, poverty,
idii hlrdlship whc h has lresultd t the peoples of those contrile 1in which man-
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ig!d ..... ti.ly uisl ippotiI by a titaltlI base has beIei a.tt!ti.ptel justify a
S l.e.g ]ositiol on hi Dalit oif all thki]klng Aitfieici oCilgaunst any trend in thfat
dilbecliiii in Is COttltliy. We hba bitter p[i.rrencteI Iih greebaeck (!l' renely
folowiung tlihe (}Vi War and remember full well the 1exprieices of Ger'.any
Ifo{ioxilig Wirld War I. I have the example If pal"r-currency lflat ion In
(Irel ... todaly, ,1 Wi} les in (hhlio, 'wh er ¢ [li (tihe qale (,Oyeri/nlelirt b:i fiade a
I.ti.ig ntloplpe Iflo Atl.. Iti(tl g(l'l] to ilt us cllt>icy stlullnre.

ornilti .fidp. in eII..r.l. is .. s.nitita I]11 folr I{e well InltL~g Of iw peOpI ('Iin
fiderle it gold heas wepn jnl ihrt!it tr1lit Df p[o ple rri)ii 8 ltl rla h WIt!B
re.ognied il 1i i n 11 ifile Cit by ort I)"4lle sihc ie h D*nln..lion .f indlwl)delis.
Is iS niutposiqlil! to clige hu la "ttlir aold we riege thalt fiJvrlliIeT l ollt{lsl
who ]liav. slc, fil to aitack gold fill silve'r desist frim ltheir atlicks ain.d restor
COlfl.. Pol iIIt iltillit Tr strictiure of oler (tvprr nt. The iHlo tlort itrf...l
]all"oi of gol[ would hl][ to ltis ,,,,r We clll. atte ilOnll tIo tihe f't th} t tilis
jold lion1,gs to lhe people of Hie Unhit)d Staltes, other thau, tlni oarminlrkil or
foreign COI....ries, i..d tht O it is off lhe e hiwroirl prl)rtv If tly pIll h irtlisll
Or g rolp Of otiheIll8. It sholrd II el .f.g. dol'd $*[{ t[l*? etei d1{lnO... ... Io tI II
,art of every pblinc offiial and the m ilnle ry polieies ol ' wi ehi f iir . n.it.rI y IW

fiui'del a.nd dcvd i o{ id shn id be strictly iphll d lnd def i...dd.
We r, fmlle(] t at en ott...g( lell t1{e exttIied to plodthil Vs of lilt' Peeol

liteS, nlt olly 1n file Ulaili $tatels hilt b hr linolglbntoI ell s phei, ani]d we
]eliIe¥ve thllt oi(l, ... geloitt of lie iprodutin of theS. ,lIeta.s will dildl ii .lh Io
Norlh mild Soutllh Atnti'tin it11 larity. COntlIiry 1t g(cllllI bhlief. tile world
price( of $15 was WI stal shed by eronomiIe force acilllng t l.rtlghOlt the world.
'hls ws 11tll,4 i1engniz 1b y our (}nverl.uulert Uld libtee that time gold ins {Ifn
selling at a highlhr price than $25 on certain foreiglf mar'kets. Perdirng reestb-
iShlrmel orf It tnhilized iltellr£ouilol p[rile for gold. w( lrg(e that., the right to
Sell newl y mi ed gol ll o fot[g', uillIrlws he t! er1 lrd to domell1s titl>dltleie r

We n11irnlll thoSe olendrs In the[ Senite aid }llise oIf TFhre;etlnivt-,, who
lhae., by twit letion,. dlllnolui'tatd a k1nowledge of tile llIonetary sys;lem of I

Natlion.
The professed objectives if the Bretton WOodrs ci.n.ference are worlby of et. -

,iderallen. The methods proposed to attain those hobjectir' espeeially with
rexspet to ihre stsi gi iz{(l o flid. .s ifleoir.I.at{dl in U. It. V211. ife CIllirir. v tOf
tillr best interlirs f it, peolde of the illted Stites. WVe favor il1 tleoptOi l of
Ihe alteii ndelt to I offered by Seatrar ll...er Thomas of Oklahoa,. g ivinug
Ir'oglitio to tie uiullllli/ldell rncillells all] 1moltary poicies1 heretofore ad-
hIried to by tie tlegislative blanh of of r overitment.

Willle hlis toafern e(ic is prlimairiY rioneemdl with fhll preious metals. we
folly raplreiatei the flirt that one or both of tlhe precious mtaills 111 fonld int
cojllletiorl witlh the ilonflrrollS base metals lit tlls area nd that atly peolcy
ltrrlltlllit io lit ie iT, ollralll~gvm tit of tie i'rodtucliior of lreti mlletafls woulld
Irastinllfy affort le e)st of pfrollPcton of the btans mtlals as well as preious

metals anid Weo0 i rIslriet produl o[ of both.
Looking forward to thIle postwar period when. verture capital 1hoild take

ibe pnle. of Fedraf onitr s for toitee {I 0 pdienl of p ree. t fir nIw mlin es. l .. I Witl
Isell{i produc]tIve l oltk Ilottd of WPA projects sould be provided for tile
r(tlll liuig Wrricnltl], weI lriTgly .. I b thIat Ithe prent restrictive tnpog on
ret tnti1't capi[al in ninlihhg he i>entovd by val act of (Inligtress to i{lr'tl sich uin{-
(tlevohlonl. I it..t ot tO be Irpateu ab direct ullir1g cst'S, ded11ieilLe i Compltiiieg
Ic{,t Ir[(,onir

We rsper 'ifi`tly l'ge and pILition that the Senate of the Uhited Sates applint
a slpeial oonlmmitte to Investigate the aIlmilsLratiloli of Ihle goldl-,loing orler,
1. 2(K. wilh sr f.iai r Ifl'er ce io high priorlit s and apprioal given Ily the War
I rodtet .(l I W lrI for nitinllaehiolrt's of th Unlited Stnts to fluri ili I..... Imrds
of milliols of doltairs if gold !inilng mahDilnery i{ f(lrilgn I., ftil. e J dleo btl fho
salme tme dellyinPIg qlpenLt antd suppies to gold minep of t he UTnitU Statel.
Also,. to delerminerl why so-cUlled slwll[ gold iiblte iI Centlra }l ,8,Ollh America

epre glrnte d P5" erfia f n[mllie- s ril(d lorid1 purc(hase nl}]}-nilt ll[ig riitl
ehiiirry ad suppli in the Unlteld States, without regard to qnantity, ard under
Iiwhic authority m.ny of tiohesl Ilies stooked up ii i sllipies to last several
years e le i1] gold filies in the United Sl aes were clsede down by Order L 208.

Mr. lupitrry. I would like also to submit for the record a copy of an
adhiress I maden in January at the banquet of the Colorado Mining
Assoctiations Western Mining Conference in Denver.
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The CHAIRMAN,. Very well, if vow think it wolld ble hel pfuil.
Mr. Muiwrc. I thitnk it ,olid lie helpfu[I iin uilllrdrisiltding Our

posi {iln.
]!le (tJIA{IR, ON, VIv' wo]L 'lI ITnk Vou vxervy ... hb.
(lhe a I/esss i, as f (ol Ws:)

(oinl AnT) $f.iv INn WiTNEIN IN'ui'lltLTzflnoN

(By W. S ,Iurphy, New York City)

Addi'es reIi red at th, ghlI fad iSilver 1isltl*t 1if the (tNhtrartd Mliilng Alsl
aithtl's W),tmrn Mining (tohf .. e....e, lipor, Col.. January 26, 1-15

L'1 stl] [' {ill y'o1 ,ill ill fo4rgie Il ald Tt...I ldrrtalfti whini I tell yol thill
lblwghj Rs Nlw ELgitr11]trhl, by birh anld a N'w Yorker i by a(,'tdlli I fel ]ikIS, strr119iri, Ire t CigIlht iii 4i, (llslfd or V fir- hr'lrig W,',,, hont l'lts lik, i,,,

Wlho has taken tHe 1loig rtoad hille nllii ii ail fidR hilii isillr ofifolir grrint(Il.
Orlli lut fbllat is ollll Wlii'," } lif il tso Slif lawreiiei? ,' ('oIlplri r1i tip l i BI ttll!,e

MiiXi'. Il, oII tl ut, ito dlha 0r lla g[lttrhig bill iI t]e ls'rs lmy fatier
WIts il li{t 1sh'CftI ultl oflf o4 thy priz,' p[wsessiioni.s is Ia snplie of the i.re h.I
hit, hoil tohere .i. aOTher is( li te iSpikl calule hhler tha t lie h11u..g ftlol ilis
clipi a iiushlfle t IIIt) tle Walls of 1 "! SlopeS.

And yvt I hope that ,btedy ]tire w iil tke advar"arge of ilt ... r hI D iui/g CUd,
tils atnslO Fo, Sis it alle, 'If f£lt, I rDe luitle f likls Ill' (haraieter
0 ] 1ry t ! btOlit ill hiIs stllly (if bl, (CosIltu)llo ( ,tt i a (a . t l t Il I ho has

~,- (o taIke thot wiI10 ntll world ils 1I8 d . i..(l, st [o spliak. and hak I. Se!.
1, hl'gr ti lla thIel ,d (if a the)ry in a grapefruiit. Irt fart, his nlll. oven
k[eW iii Eiskiolll C re'rlllug( .whO h'tr']ir li s nckties nl (tio Itc his '[r
* ba] a roo.li ... Egypt fi ultl .. I ft his slipplrs iTn SilnlIglh..l fold oidn't e!vetn hav
ti tell t]hii hoto l to his eggs ill ]io,. }it thleo Cs olnplfglt gogt mllxil p I a
tert'ib[( bnil whenl 0rebody pasted II dlsli ragi lg reIllll'k i] kll .. It t iti,,waks
aid the water sup]ill Mat;it~alllkeltg. MIill}. Aid so) I holp lhai ioboly will
bifng ill) iOf subJit orf Pi)...p..r..iOSIt', VI,, 01 Krnmvi ] N, W., or evin \Xtd's
lie,' ill Massaehiusett, urless he Itllles [i sllootlng.

NO,' aftelr hil, g hI!,", itn thht IIIII hlng hN lilst iS glot] Itl silve moIIlth after
]lloth lfor 25 yoll"r Ilyig brig l,tIg. shiiipioltg. altl l0IllVolzl thiose miltals filol
Nw York to Bombay, froml Vancouver to Sbanghlal fid fr'o W;st PoIt[ to
fIdhilaiO I... ltee is oltly one u11imatle thollht t[hat 1 '4 lilxe Itself inl ry
n0usien11pe It H all lai Ime IIlld( iI is tlihs: 'Ir t iin 1 thea0 "erItire that gold arid

eralte onstitut*Ie Ili world's onlly tWo IBorl ,lr5' il! usis they oil h deiveil(
aIrtso.liitllvy Hl1 belt .. ir i .-. a [, it.. .tIjir lyh(t repeateily I uilii/.sl, t] e Uesyp 111ilr llve a it"..lgu fitiity for (O l Ilif~ig ill tIliost li .llU iu giatlilon arid

Ii htlllity, B anker vs reonifsi t -- Iegi0oelS uhwoe, r great heir ai e-
IllelS In otbor d1}r tlret l (,, 01oifImi go .ilt the rale, of ILatio lljl lievlri of

Iftlig Ix... .. nd Iof .l.... i.,[Ii[lg olotrovey tft thlie iltai tIll geH . n11
anII off,

ilb, i 1.l. s Of M}JporgaII, for (x Ilh ]I WI s 4rangol]y sihilit in the early li$0's,
lit life when Sehltor tilnTr 'humus wIa [l.i.ar itlltig 14R014tsI-y recou st, Iltn
,lii toi d (If Ilell friot his S illt W, iw hr, i1reittVII to 'l i " lh 0It Wa iblln in
ottl sii. thiol If .i'l*o ,Pi' hlu 'volli]d , Hl !11. Profies0r Keur[ll ! +neo trae le
arOTud ilhe wol,]d for Yeasl 'oIIle Ig lavish feeps fro- foreig g(i j¥rnhl'el[ t, Dor

weoiet lg Is S tl of i',. ,l l i i t t gold st'l .siir. f srfl t a'l
it Coltip ,ii[i the 13,low. Egitio.'i1's hNI;v blill awake tligiholts ltrybg tlf eid e
' ...{ . .. pa11 hii vin .... t.itlod ' ll rTlItnunn of gold] or 200 dums of silver to

h tlo ot1]y fr1 h) ATd fhat tho 4diA' ol0ry Of I W oe Iy .... I Or the I ¥ [,O[}lpClt of
a new t1t'lidl ra} ', psel all tIll eir]('euIilitors. All Ihise Iav beell
(*4}ire°IlllIt t] {iinu( tf, id ia1il by t ll. l ... !-otf't .l.....} l 1CUlctiltotl... of I Dl aian ryots
In tht} 11Ids If {hilliliSoIll, sIf Ohliile's fa ers t]l l.g lie hu looks aif tIle Yalrgtz4
rind of Mlexielllc, pRI.IS il the hills of Pl'[(!ilI1 who hnve hought these. /ntaIs

whentt Qhly knelw Ilwy ity'c low it, pri'e Tot sold th1(41 When thily knew they
were highl ini pt.c, Aml the Ofly index wit hi till, se rlpW peopl e used was a
very ole sul(t a ry oIne 41(i rI hahitg z .gn.lt, o. e.on. . ie i the4ry '11o !llg,,er,
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hiandbook--but the mere knowledge that century after t entury gold and silver
lhave measlred ponic and bomo anil always been 0eeelated Is money.
And the lesr. which thes, plain WPliDi erim tarhtl ns, I believe, is his: That

we may be. able to cnerl out 5,000 years of monetary history, we may be able to
iprfetm a suCessful monletary odiratiun, as soame iople are uggesting today, we
may he able to do that In 50 years or i 500-but the chanes are mathematically
agaillt those wilo ry. Flr the ling ,o nitmis f . Intairy hisftory and the

balt8 eof the 2(X ,5X,( ' K) pelople wha ltbrilt this earth are not tse..d over-
board that easily.

Now, there are a few; internati*on : facts of lie i that harnaterl:iae the!se etals.
Alnd those , facts show C'llerly that no natioll whih has eI r blol, powrfIllml
enough to exercise liiy Impotati, t IilufluelI.e oH gold anld iver [trid tile ratio
belween thel as eI. r .aihtd to give first .onsi..erallten to its own best ditional
alitsrests.

That was ttle i[ tie l*ixt¢ tih rnitury, when the powerful Dll(,h IRepulief
ltlnloetisztI sola as a blow at Spai.I

TItat was, tie n IOS, whe a IPr lgaI--th ah ( .,nl g'rlat iil[iwin.[g I paw
a r of

that a11n-first estlabIIshlI tlh 16 I1 ratio, i'rvnltilig tile incra..Sing gold
pro li.il t.et frOil, ber Bra zilea pl acer Iallsr.

l'lir ,a $ tilmie ill 1153, Wl.e.l Iighleall h er gold holdgings xex ding the riolies
of her silver holdigS,--adotldt { the gold stanlln rd.

That was tru.e in 1871.,l whi1 (krenaiy higiit erltIn fpnll. defeat l ed Flrane
all indemlity payable iil olid dellOnetizd silver ant. for(led Fllaes alld the
Latiln lnloub etot the liik to gold.

lht was true rrob (he l8;lH}' [n the ate 19YlYqs, when h.Groat Iritain--then tilhe
worlds finaneal atd polItical leader--never faled to advertise the bonefits of the
gold sanudard. Thllt was trie in VI31, when almsay M LacDold i Ia s I'Prime, Min-
ister slId-whellT is colllltryN IadershI.ip ball faded somrewhat--ithat tie gold
stanmdard was no sac:rtd cow to be worsh ipped before the flnarmcih altar.

And it Is riually true today. when tile marlhli of timle hils rieuced England's
positiot froIm that of l.e worlds prihilpal creditor to it largest debttor. and
when Lorl Keynos gitIgs the lrami's of a nmarnte lgl cuiIlney, an I .i.n.rtiit fart
of that mnanngelnent O be comardted by a couintry hat low has no stckr of gold
or silver worth tiking abont.

We shoulid re..l.n.ll.r these Int.r.ationlll fa.ts of life when the ti.e coni.s to
ait at th eif eoniren table aisll discssio a tillts to who is going to malnage what
and wllh what. We should reitnluber theln not Ill itarrownfl S or 'exessive [0u-
Intionlsmi, bt with ll tl due aiiiration for the liWgland Ihat has been our gallant
ally ill two world wars ald willh the f,,ill kiowllg th othat aer nat ins be hade d
their little lour ponn the internalional stage.

Now, what are mar speeial interest s a they prtain to gold anld silver?
To begin with, we are the owners of anpproximately 60 perent of the world

nonetar.y stok of ldand of aboet 5 pW'reent of the world monetary stk of
silver. That gold t thlail dimr were o htaine d thrmlgh !imp exploitatIon of
Aierlca r eso urces anld t..hnolgy and thie inplo)ygout of Aeriean mlanpowlr.
geaieration after genera tion . Abllot l prent of that gold and aou t 25 percent
of that silver were obtained ft,n. the settlements of inttn.iational trade-in ex-
ehainge for our raw nlaterlals, ouar mnufactres o.r .ecurities, and our sn t ICn s.

That exheange has eneited tihe gold .m.iiimg ndllstry of South Aftrica, RoassI,
Canada. ani Aui railia pirtietlarly. aS well as tbe ailvtrr-n hniing hdust ry of MIX
Ice, Canada, and Pern. The nelefits tlalt our own nitlirilg lMostlry has reteived
have h'e suaila by rmpanrson.

We tare, ,)olily, a lational Itlerest inll th pros..orly of ilr domsetie gold
aid silver mining idugil.y, i tile min ng indgallstry of this hemisphler, anid of all
thne other miniig nations 1iht will n.nr..m hiand In hand with bm to Imt the
gligantie problems that lie aheadd I asty other ceurse pSS1ibe, hbearing i in lllid
tlit 75 pIreit of the sim.mr prod'nton of the. world fnnlaln afr from tiIs belni-
sphere slid 75 W.lcemnt of the gold pro(dlc tilaT firilie h a, trltl . . nll.ti.heremin
li/nt leaiIl and ChiIla, tllose indlstrially ,.uldcelold co.u.litrities of today that will
1, miaujor in d.strnl] powers of ta eu l ' iw ra .hIie Malways ,i ne gold alid lv ,r in
eilttnlolu1 qriratitlis b awld that we eijoiy gnnot goodwill hilere?

Thlirdly, any inmtern.lal ,Ininelary jil11y that is basled oal tie idea of o/r
playinlg tih roler 1n11 nlltrnationl Sanlil Cilllns isaa snrrp lnd a ll1iionll, fir ils

oruipebody hals tid, we earmsat hi a ,nnetry AtaIs r.llihOli develolna ii fnean
el helallla. All, moiietary eopiratian that we render tIlan it f(t based onil a
qulid for every qW, isra 1nry not ro ,)l the nan.. Chtrehll xas qua¢k to roli?,



BRETTON WOODS AGREEMENTS ACT 513

the inlueortano to British lnterqts of a frinlly govrrne'lu t in Grle. Stalin
was equally quick to assot, the need for fi llroi letio n of I l W'e eln frotliera,
in Poland and elsewhere. Si 'in ... in smug nss or i, yin .therefore, hlt withll a
fall determination lo eI helpful in tile new world order that Is 'leveloping, we
must be equally aware of o..r ow speclain tilersts in gold nd silver, reinetber-~g -Jif we ,ee to afo .... o..r .iw it l, g at, plgtd foriun' we pssess, an

icoonsy wIih inraelir sties Illat ali Ille worhl is trying to achieve ani Ieuonnly
Wthhat is 94 prcnt self- stliie t, Iit a is ftnln Ld ..li a i iique grgra phil-al poSl-

tioll, that has balf the I .lstriiia carnefly of the ewor ld ind a d esntic market
of 1I40(,00fLA0 nmpl, Unlike Doglalud and Girmanby, we are nuot cOlmpelled to
"tradlie or die."

Yes, by virtue of .Il.I stctks of gol tnl d silor ald by Virinlnt Ot our other na-
tional asset] we das pents II tll(. resnrltl an Ibh al1e bility and tile itnagliation to
all the role of world laIlershiip that is be(konniog to ts. But the age of American
InJiJeWPTI ullst linle to, a quick end. Let me gire one brief Illustration of that
Aulrrit a innocene.

rol over 10 yeadrs we iare Ieen delged wlth a torrent of ITuroean prtopgaindn,
dscrliBIng thile goll stanllilti is "l 'Ile of barbiarism," as Diu,dI Keyine ouarn
callel it, and deseribing gold arid silver as useless metals that serve no ,ConomIC
purpose. It is easy eollgh to understand this ropaganda when it CemanaRates from
Eguron, but not so easy to uundersland-or to ,xcuseiit when the chorus is taken
up by gullible Aleric.s... Yet Americans have onsumled tons of paler and tons
of printers' ink moaning over thile worthless board or gold tlhat is blried at 'ort
KnR x and the worthless hoard of silver that lies at West Point,

The statement of the Federal Ieserve Bonlard, however, tells a little different
story. For the systems resem s againust notes and deposlls-whlch stood at
over 90 prent 2 years ag--Iv-e iYw d(ronppl below 50, and the President now
ands It neiyssary to ask Congress for a reduetion in the legal limit to Z or 30
pemrnt In tihe nlr future.

And the recent changes i, the gold holdings o'f other governlmnas till in
equally interesti o try. In 12.beore r ile onset on the le~'resiin-ailjd Just
to keep the monetary rords straight, that was the time when New York hotel
clerks asked you whether you wanted your room for sleeping or for Jumping-
but in any event in I2S foreign holdings were about S billions of dollars to our
4 bllions. At the beginning of 1941 we held 22 billionsr and foreign govern-
mnets less thalln UirLlions Today we has Ilesx than,, 21 billions and foreign
g .verlln.ett8s have 14 billions. If tiey were to e brvirt i, adwditional 3 billions
of deposits standing to their credit on our bLooks into gold, they would have
17 blllion and we less than a billion amore thn that, almost a 5050 rItni
which Incidentally would be a pretty accurate ipdex of our own Industrial
capacity on the one band, and of that of the rest of the world on the other.

,ven our stceks of silver-which the same voices considered of little value and
the American production of whill they eomnlmred withll our pealut and grass-seed
crops and our salmon eafri--has already shown a decliet from a peak of about
30,30. on ne, in 1!P to a little less than 3,0L,000,{) today, most of the
decline beilng due to autloriptions aild shipments under land-lease.

How silly all tils prolpagand armads loday In tlie light of the prices that India
Is now paying-about !J0 for gold and above $1l for ilver.

Now what are some of tile lines that our national interest in gold and silver
should take?

We can first of all acknowledge that there is no industrial problem as far as
gold Is e!eelrne, since Ille i..dn.tral ties of gnold are a small part f our nllatlal
production or of our totil slteks. The Industrial us's of silver, however, can-
not easily be ignorel, allthough they should not be ,ixggerated. Only in wartime
would we e-er tilik of ubstituting silver buhas bars for oppeIr i biars and there
is, I think, some quistion of t( e t oul dlloes of that iirograInu eVe In wartime.
[% we can safely ignore any Imnplicatins thOt ,ome from that us. Thile cn
sumllie uses nof silver. however-- most a tiheni not a mere matter of tle sub-
stittioaln of mnarlilnIs hut of Ihe ijtrinsic n proprirs of silver Ilself. particularly
for bearings in airplanes and tanks, in photography, in brazing alloys and solders
in eontact points, and ill Ai1verwlr e and jewelry hartb, stow'nr a substantial
increase ill tile pnt few yel's. from an av.erale of aIn,.t 27,0(0,00 oulncs anum-
slly y in the 10 years Jwfore the war to about 125.(0.l0 ounces in each of the
years 1943 and 144.

In m.n.u.ring tile hIiprtance of this growlh. h owver , we shouild not hloe sight
of the fact that in thle .. m. priod our .consu.mptio in dmeastie coinage shot up
e oven nor--front n av.erag, of about .15,04(i){1 ounce in the decade before the
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walr {0 ani artllal avertlago ofaibtb~hiit 10(0,0,41 o0lml(!l0 Inl,13 ald 9!4, in addlitin
to hilh over a1 qiia'lrt billii orb]U lidt btl I ... 1aho,,i I tOeo i li ,tient iud(
enlld ile, OmSt or that i, for .b....ntir ypos 11 olhlr wo rl*, wn ha vi had

Il, l past 2 years a r, ll 'If onl)- 40:) jrerklt in industrili ,ltinh.p.iol ,I at aglailnt
till i.t....ts 4. ia u 1 o..0. Viraent for over-ilo] ilIthIlti'y ]pI1i'tloi,
NOW irItlwtrtriri.. ,lie ittyp 14,sigiii&Iiitee if th, ioi&Ipistli] ]itlqoiSe, its

ii.Iuii{l] with tile ta1iivlitry, thll Dm5lll of orokers in lir IviwritW, . j!wetl)o,

bi.Ill] iin ' f th! iI 1,l ls ilt have fi( v(elop1 .I1 durll tI ihe wrwilt H] Jrlslst ill oick -
tilim nid add to the iaiunla incom. plriided iht tlie iric which lih lse ib(du1s-
tile piay bears Sli.i .Ie inblil[Ie to the I o8 F stibstinlol. Dir'hiig Ihl war, thi
Waar Protlctiojl lo..ri. hI:s l he 1* fi't[ tlibl in (o. 11 I story squa..e(]..ly tild (!on-

rkt.r1t¥etivt Cact thedih fact thlla( si];erar iolce tllhf othf!r initt o iiir O ltry-
is both l indlstrial adi a lliett ii' y ilital [ii 18 ,S sot p ll) ]ttltt of ist tfiat
Iso'lltt hlp (illo rI.'.u. thI, ther. I hbl] thal it Wll bII IsWihiSip t loi ii ii[llI, ti
Isollatt thoseo priVO (.r. fi'iiiii lis 'l il*lilltty Ili Ii IWlly .[ ]r. ' iiti, to
tit{ ])tll'itf Ifi'iiki i}tll[ g wst 11il th innusi rill past

NOW [[ (}i lki, ttI.. ¥ ii, h li('ihi . I..i...b.. t ir ib ' lls , W I. ..1 all 't illI l' .. g ...I will
apitiate flie ] laige lita tli id {tr.iISh....ll ' wnI'llht ill [Ii po1ilHiok of
tie Britishl Empire {I rlSlllet to gold iflld oIvr ad lIvmri iiirly iiilthu OSIl[1io
of Octal flilaii whiceYh ndulhy lrOin te tetith (ciir i l i rl*eeiutlv,
telllim I]it 8lp arbiite Fif 111 oy[lI Uiitl[Il Of Shio 1e[}[[iW 'I chio well iiillb!t-
t ahd tihe 1negritr..lf. ,f th! pthluorlsm that li, lheld of 1Hifila idtth Labor

ital ir JieviI says is blwnke Iblit io. I lrklirupt., CndarltlisflCtry ,idl .... sl, we
Clii icl.. 1iJst in thoe ,ol]ulo.. oJf solBm of those pnluivmsl- Ilt i¢irise IriIr, tole
flit ht II rain's torks oC lo api d silver ore owll lll tssipalrl mutd her position
,,o lng,, r illat of the workld's IlJlIipisl (erd[ior but hiltiad s il ht', wIllis plrlb'il

lbor,. while tlit theD O S111 tlflu industrially .I.i.IIt l ¥ llillitai hil[i beIli . in Ol ,f
Clo WOrld'S1 grei t rll'lt(ti .. tlliioi, hticr' asseis Ii.elud.big , hili.ii Iii l .. ti f
il erria[Ii .in] don1 ti h l april ulg.

But the worhIl OVi il. il it Cmitiwy favorlil:n .l.t tiin fP'orthlll, Spali,.
IFllliIl ra¥litll alli, I ,l.rolir iClbtliry ivetr-ing olhai's- - h ultl. (qlah , RhlS;ia,
tit! Ufited Stiltes. Today, (lluiltbtts f*lvoI1r pIartluliarly 1as tllbllmur tuilly
may favor 8in, otherl mmnftlyl. 0s

' o-h l l evtr thti iunit oir u ltItioItsa f io D
It et to, 'W.OOIs pin... l iat,- , exr the views of hi, Art..rl ,ltl, foluktrrs, A.I'k'i ation
or f the ilE onomists * Natioa..l Monetary ,Colunjifta {~.! ' we sholluld 1,10¥o ftrorkt that
ioll .... sil i fercriltry rttr (&iululry iiilio fi'ltltid I i, old-y li ahl forms
if rit h h t ly agltl f or.. (i, ]el(it itlle iir dOl tlralt .. t. ti n oif tern--ilO
thati iti' vllta C..alliot eaillY beI falsifild .or de{11'Pli] Plain ly, his mea1s,
tha gold an.id sl' ll hlst bolt rin .... lilttlile tit llt O

iiltkiiirI basis if( ay Iwoldl
plt ila bibhh w11 II', exiteel,ed Ic p[tltlipalt il] ill f..t. to p llay the laiiidilg roIi

T[llere is ! boat tist of hts whoil mattr thtt Is of fthe gralest (Onler Io
the West. It hlnfy ,sei ti strange that /l eltelirr liDlO [iay*Ilf shjiIfe a( Ilke, tob
a¢,opt its Implioataiols, btt alny fali atlYaS "vIll le]d, I I ll), no, {llbr

]'hl rlfiyS If (!onlblhI'Jy expuirSI, g frortlJers in ollr owfl ,OI11H11my il It, a groat
extent ill tlbe 'lt of tbe WOl-ipe gi... GCole s11{ irliO 110 ]lush lay, If the
xi Obii V exploitation of tim artif ,i8rf fl.. -a-w hi herF t ht & 'ialON of Ameillil¢

Ir Aft a of AtAltial. or A][dmgaSr11' Aord SO I{ h ie llFl1S btli'dt I Of (lebit
which the war hIas lar! On te btlks of oal if ., the insistent {fll ths( Of lbe

,ver..ageI illll v' prwl@e for e.. . i...l Oit miiptov( t a all l I a r of Mavlrg,
aIn1 the chailenges of t h.Illogty Itstilf leave 11s no 'holee hait lt kiove f..Wl...I
with I] mor o ifiitelse xrploitatiot) of ur plrsenIlly kutwn slrf nc .A otter
[I.l]]IlllilI} ii 11W .tfbr.. lk!iS of Ihit grunt nlfelp¢dlId [N (inlg iialt[ ... ..... Irigl[!..o .

i tht iji hand, fin( of the llriatlial rOllsrniog hitit'... .. Oilni [ iher, IS bhrl
f1O . i..I tit1ih ld ail dtl,.,'iliip ('hull, nun [11liil, LEui, Arr/lier tuii Aftica. ar
)11, o ,er willing to I. sbipl irs o[ ...... rnlqls la i¢, f4l1 h/{el fut, 1itlitial Jillw"

oIf dhe great w1orlilitiil lbniibi!. , he y fow rnqdiza thli timll ]Hrpsetql
Wi Ik of b1l]n'e in thI Ih'l $1t IS li..r. ... i[[IlfdliIt('d rlic of (!P... bII (..Iolo.i...l-
Isi, oad.. irlc t]1lnIllrllls Tliuta gr,'aI ... iterIahlil'mfloithtig a;lrj nl-i ?ya l!d;
{]lviorllrlg lilt ierIetilag p'liclpti~aolklm itlhe! indstril' fllo-ailtioli of thoir
i'Iijatiil]s. i.. cI]OI' t]at theY ,h rnsh tookny hl alIe toI t1r II r.u...idr rlh]i1 po,
tloi of their sudbst aI lrc Itto thei tin hied goatls that laie en ricd the industrial
sortInns- our owl indulstral sec 'ons II8 Will t1 fhose (of Figaild Gernuanny.

and !,ranitellsproportioalepy to the l)rfits that the prodcI¢Ig areas h,,,

The great material-prodneing areas are well aware that however Imlpofrtialt
IS tbe k..ow-how that indistrial workers ha-ve devorpod--whatever the ,dvmi-*
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tfges that are derived froi large scale ep'raioln wlhatever I he bet that
arise from the conentratiofn or transporta liOr-thee ilings c aii nl]] h aequlred
ad much of or world industry dirteIrd to hie pIOd[loRling arl thl...n.seiLves, whll
wlllrtanl t gais bothll to thie I1roduciiig arid ('auLmIfnit t!llll ito {he s11ui total

of prodhctlon.a hiis I the o111maislrill [hal 1111erlie tfe 15-yenr plan of ltldi4in indnibi ilIStS,
hat caused the Datch Qnll. to lprols.. . ol ete t raisfnrltia,,l of the

eolln.omy of the East Indies, thllt Ihas led a Iq...er Frt'vi' Minisetr of Cofoiins,
(;,Irg('s M .ll.Ildl Red nl thle pr.sln .on, TIn,1 Thevi L the British labor leder,
Clmennt Atlee, and other elightened olilaisl to aIepil this pllhilsphay, a pitil,,-
phy which tie former Chinese FinIe, Minister Kung and the Mtxlticani M ister
of Foreig Relations Padlila have alSo espouse*d,

And so our own produeing West, moiprirng m.ore than a third of our national
area and sllpplying ~) mullh of the ithlfl] of asterln inlldtry, Is ill ol cnpiiht
harlmoy with and will draw importaint Htrilgtl, frIII this pIwer dll worfld

.n(.e whea she leianids that she, too, shall paimrtIcipate ore and ilnore In the
ldustrial 1" of the iiterlals which she Ijrodllces, whether fIron her inlhes, ber

fields, her rivers, or her forests.
In terms of gold and silver here are the strongest r.eao why tile West .hoild

Insist on the applicatlon of thiese poliies: First, as a deliberaite matter of self-
protction and in order that we nly provile the fulhet posslble stimului to the
prolsperlity of our do(nelastic fililign ihdlstry wiLO nlist never be alIwerd to lag
to the dotrin ent of our 17elltive worhl mining position. Vor what good would wle
aemnplislh if in pihing ig our inter.iational role we m(erely .lleora.Lge, muinlg in
other l omutrles to tile dfetrimlet of our owi ? A *cond reason for the adoptoIIo
of lch ploicihs iS as it iI ter of Intetionnal redlstrlhdtIonl of s8ine of the beniiets
that have eonte from our national d evelopment, LeTtPts w Which in our own erIuT-
try as in tile rest of the world have ln,,rl to the greater lenefit of tile Industrial
areas. It wouid indeed be the worst kind of folly if we were to asist Latin
Amrerie, the Orient, snd Afritl along the plPath of industrialir.ation if we did not
first of ali lend a helping hand to our own producing ares.

It will take courage and understanding to appraise all these ,, esmities of
nIationlal Interest properly, particularly in reslct to gold and silver. But with a
ratio of exports to national income that is the lowest o any major power, oni the
one hand, with a national debt that will seon soar aboe, $300,(00,tOO O) on the
other. and with a more important national debt being written In tihe n.ud of Eurorp
and the awamps of the South Prneil-I, at least, am cnilldent that we will Plp
pralse then carefully anId with some .enracy, to our own b1Iut anld bhat of the
rest of inthe world. And any western leadership that is Irscd on an understanding
of these prlinelples and a wer.tern faith In themI will. I eI/ve. e.XpriencI greater..
support and greater eneouragenrnt o, tile other sile of the Mlisissippi thiln the
Weat ever expeted or dreamed of.

Senator TAT. Before the committee adjourns, I would like to haveP them hear froni Mr. Reig for a few sninute>4. Ithinkwhathehasto
say will be very intertsting.

Il'he C('nrmIa. Very well.

STATEMENT OF HAROLD J ROIG, VICE PRESIDENT, W. R. GRACE
& CO.

Mr. R'mT. Mfy approach to tlie Bretton Woods proposals is not that
of a n vnistar or sctnientic exprl ui inply .. t of it bus;inesania
vngaged forI I paist 30 ytears in illt I tiotl lI nltrclandnlsiing, industry,
banki ng, and ir ililortat lion. I view the m eniertry provisions of the
Bretton Woods ,lian simply as nmeains to an end. That end is to
reest'bilish and fieciitate tilt ntovtlieni of international trade. the

ealsns are to be jidged by ithe elffet ivtess withi which they pron ote
thait end.

With It a ielltim e spent in intlernldional businesss, I am, of eotur,,
vitally iinterested atd cIan crnwd and thorougihly ill sympathy with
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ally ineasures intended to iloinite initernatiolli c, ... .!i'tlion .id CalI-
cunated to attain the stated obj~et ies of the Monetary Fwid.

Lile iingle point I wish to make is tins: The rep eatedly stated objhec-
tive of the fund is tlie promotion if i nterrnalioll trade by t ie eli-
ination of practices in regard to internatiial money which tend to
restric and ( eontrol international trade. Yetl tlie ptn. in its preseiixt
form, does not ial realiatically and effectively mil this pro'lem
hbecause it provides no nt.esary relationship b Itwee' the use of the
fund's resources alnd the clioia int ioI or rest iction( to inleriiatioial
trade in ove ele arIn ii gi ves the finml no power durinig the first 5 yearis
if its oper'tion, the transitional period 1, o deal withi eciange irestric-
tions at all.

The first two stated purpoes of the fud (art. L (i ) id (ii))
are "to proniote international i o..i..tary Cololiat ion'" and "to facilitate
(he expansion and balanred growth of internitional trade." 'hese
objectives are to be attaineid thln rugh cto' sultatn i,. eollahoration,
exchange stiabilzation, and elimination of foleigln xchiange i.rstriction.
To accomnplisli these purposes a fun l is provided cu alratent to H,]q;,8
000,000 in gold, dollars, and other currencies.

With this clear statement of objectives and of the mewfns to their
attainment and provision of a reasonhi be amount of money in the
funnd to implemnent ttheir attIainnent. it wond hie fair 1to assune that
effective piovisi on wonlId t ae 1ii I o ost abiish ai clear eConeeltion
between the means and tihe end to insure that the mans provided wiould

accomplish their purpose.
E'xchangex. restrictrions used to channel and control international

trae are Iihe most pressing problems with] whihcii the faund nmust deal.
Obviously ith ese exlchange restrictions. preyhir throughout thie world
today. caio t be Ldone away wilh instantly by a erpe stroke of tile

pen Tlie simplest way to egpilt Il eilmiiifnt then would, therefore.
seelm to bE. to vest the management of the fund with power to deal
with them one by one in a pra¢tical way adapted to tie special circumn-
stances of each ease. Manifestly true of the most practical ways of
dealing with the problenm wonuld be for the fun(ds management to nake
or withhold ians fr'om the fund depending oi whethier or it snebh
loans wtere related to agreed ternms and conditionms eliminatin g or
tending to eliminate exchange restrictions.

Instead of this, duiring tle transitional eI ..d, i the fund's manage-
nient is deprived of all power to use the fund's resourties as a means
of freeing nterniational trade of plp"essire nlind subversive exchange
controls. 'llhis situation results not only from the unconditional auto-
matic quota basis on which tlhe firund's rsolrces are to ie loaned, but
also from the specifie provision of section 2 of article XIV which, dur
ng the tranmitlonal period. hlea s the entice mantter of exchange con-

tmln unrestr icted ad aunrcgulacd by providing in the most sweeping
tOrms that-
in the postwvar transitional prlod mrnbers may, noIwlthstndilng the provisims
of any lotherl ariles' of this agree...lt. I, nlllinall aind adapt to chianLgig Ie-

,l ista cels, (I ... , i] tit Inc'a ti inrdlwl i whoi (e l riertionp s avte hbac oeI llli pl
by tle n I,,n- , iflr, odleo 1 l,wlerl · m*l esa ry I r!ril(tiolsl l , 1. . ill.fr lt al t irit r flis
filr cIhj'¢Ir t.i if1rrri ]iib1orl Sra(snIons

The words "restrictions oil payments and transfers" riealla exchange
controls which may be availed of to control andt channel international
trade. Under these, provisions. tile fund can take no effective action
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aboil excha .e rstrietii driingi tile critical transitional period,
slid its best mexhoxli of dealbig with s .l.. nractices. namely, making
tile ilse o its ,,,{l'tll's ¢onalit iontol Oil anmelhorit ion of such pratlitces,
is literally tbrown away.a ow I rspertfully submuit tOilt world trade camtot wait 5 years
for relief from exellange paeliices prejudicial to international trade
movement. Five veals is no passing bphase. It is a very long time
in t he life of any usincss, certaiiiv too long in tile life of world busi-

es$ st triangled v est rielt ive ani sU bversie pracetices. The very ol-
deriving basis o Bretton Woond and the ulrgmeny for its adoption tre
thawt , rld tIralie is siuffering frloin i:estlrictionaIdiimpiedime ts now
that in ust be remioved. A patiut inu t i e nidition on which Bretton
Wcxdrs is plemised cmlntot wnit 5 years for help. The trade o(If every
nation in the world nelds help) now, not 5 years from now. What I
mean by "help now" is that definite action for thie remnoval of discriun-
natlov exchiange In. wliees, long tilhe lines I have already indicatrd,
should bing as sooni as the fund becomes operative t:n:I: ld 5 years

Tile status of tilhe sterling ala, a ndler the Bretton wim(ls plan
d'i ~ th ~transitional period illustrates my point. It is generally

agret that tile Brettton WXood planll los not require abaldonment
of nmonetary irnde jraticei s suichi as the t erling aflea during tihe transi-
tiodal period.

The sterling area comprises the 'ounl/tries of the British Common-
wealth (except Ca nada anid New fnundlil ad) and tfhe llBitish protec-
torates, and colt ain E]uropean countri es. Affiiated with it, through

compensation agreements. are most of the counijefils of South Arer-
cae, and a growing numlber of the countries of Europe. Tbhese cout-
tries bare agreed in substance to accept the pounl sterling, blocked
in London. in payment for their products .old to Great Britain and
to some extent to otler members of the si clin g area.

This blocked sterling (an be used only for pilchase of goods or
services frolm Great llrai, or, under certain circumstances, from
other members of the sterling area. It cannot. generally speakingP be made available Liv con version into doll, is for purchases in the
Thlited States except, and only then with the conseit of the Bank
of Elngland, where the (ownmmiity to be purchiaed is not obtainable
in the sterling area.

Mr. P ail Bleau. wiho holds, I believe, sonm posiion with the British
Tlrexasurv. writing in Tlhe Banker of London of March 1945, lescribes
the sterling area as-
an ilst intelnt of economie warfare: I bIattenrg raim it wbhileb to WoI tile door
to lnWilillg nikrkpls a siiekl fece o;f If dif sior tory dvicres whll, which to
keep in[iteili glods from V l Wan teod sl e onll of tile ,empir market.

Illnstrative of how tile sterling area operates in practice:
1. 'The New Yooirk Ierald TribIe of May 18. 1I45, encries an article

to the effet I hat tle Egyptian National Airline M.I.SA.. desiring
to pirhi ase cerlain Doighns ireraft. wnis advised by the British au-
thorities that the air line's "blocked sterling could not be made iavail-
able for maintenance of such planies Unless the job was turned over to
the British Overseas Airways Corporation" and "meanwhile offelred
for delivery late this year a transport going into production next fall"
of British production "which qualifiedl designers describe as a stopgap
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mnodel 'not as good as a DC-3.'" The article further states that tlhis
'threatenedI action" h s been sufficient to bring American sales pro-
grams in ihe entire niea to a standstill. The Souith African govern-
Ienrt, allhough interested in American planes which were diemon-
strateid at Johannesburg in March. has tol thire Aimerican representa-
tihe, in effect. that its "hands are tied."

2. In the year 1938, for example, the combiined exports of Chile,
P'eru. and Bb ivia, now relties to sterling-coniiiensation agreements,
to cointries in the sterling area, nmooUit i to sonme $77,000,000. The
combined imports of Chile, Perui. aid Bolivia from sterling-area
conmtr es in the same year amnounted $21,000,000.

A large part of the difference of $56,000.000 was :at that time Con-
vertibe into diollars for the puwrehase of goods in thIe United Stahes
and in other mnarkets. Now this $56000,000 could not be used for
such 1 rchases asn the hlockEd sterling resulting from the sale of the
South Ameirican countries' expoIts to the ste-ling area would have to
be spent in the sterllng area and could not be converted to dollars for

utnrchnses in the United States or other countries outside the sterling
area.

Add to this $56;,00.000 similar diversion of trade from other sterling
area omnri ies anndl the far-reaching effect on American exports is
apparent.

3. In one of the comntries of South America which sells a large part
of its exports to the sterling area for pounds Sterling some of the
resnrting poiads have hEen used to purclhase commodities which ame

iplort ed to the South American conmtry and sold there in the currency
of the country at as ntuch as 20 percent under normal price. This is,.
of course, mnerely a method of converting poroids sterling into local
currency by takling a liscour inr t on he pmuds. This is a familiar
practice under which undisclosed currency depreciation takes place
and lindiew competitive adivanrta ge st~eulrI, thirough monetary con-
trois, for the exports of one country over those of another.

4. SupplEmenti nsg and facilitating the frtionin g of the sterling-
area program. British manufaeture r's are engaging in an extensive
idverklising camnpaign of Biritish machinery and manlufactured prod- a

ucts in Souith America.
Grant the validity of Britain's justification of the sterling area in

the necessities of her postwar economic situation, and every desire on
the part of the United States to assist in the solution of her problem.
This does not mitigate the disastrous implications of this form of
monetary tonutel of internatio nia I trade to Ae rican foreign trade and
that of other to aitries outside tile slerling area. A flourishing Amer-
ican expori irt ade and related America'' nmrchannt mnrbine are essential
to provide fill postwar employment and to maintain tile business and
industrial structure necessary to sustain our postwar' obligations. our
nece.sa rily large postwar naval and military es-titsliEl,mn t and our
standard'of li~'ing. Cormretion, hv action fair to all concerned, of
i-c r dti 'e trade practices mnakiniig seh an export trade uad mEclrdnat
mnar-ine iposs ihle cannot he pit off for 5 years. [nIlless the manage-
mnint f lhe hind has ant hority from thie outset and while its re-

sotrocs are i aact, to rse t hos resources in an intlilli ent way di-
merti l and specificaley to faheiitat chliinnmation of tile necessity for
sueh trmae Im, il iti es, the 4ne ihncbes dinec to accomlr'ish the stated
objectives of the fund will lhe lost.
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Most of the objectives of tihe fluil woilld be, met by an lamelnent
giving the fun(d's management authorily to use its resources from the
ontset to make loans Ia a esective basis in a nrlanne r not only maak ig
possible but 'gqulrting the easing and eliminatioi onf exchange re-
strictions to the fullest practical extent as a (ondition of loans fron
the find. Such an imedndinent would make it possible for thie fund
to perform its intended funtion as an effecttive means of remloving ex-
chan e eontrols and blocs as barriers to international lrade aild would
enable' it to assist in a very important way in the reestablishment,
"extension nlld balanced growth of international trade."

"lhe CxLrnNlIAN. Thank you very much, Mr. Roig.
The committee will meet agailn, tihe fial imeeting at which we will

hear onl one witness, on Thurslday of this week at 10o: 30.
Dr. {Vlhite, will you be with us then?
Mr. Want. I will hbe glad.to be lere.
(WIhereulpon, at 5 :15 pm. an adjournmenit was taken until h'urs-

day, June 28, 1945, at 10: 30 a. an.)
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TflRUSDAY, JUNE 28, 1945

lixrrn STArr SSNAT,
COMI]rMrEE (IN BANKIN( AND CURIRNCY,

Washngton, iD. C.
Cheomm o ittel met at 10:80 a. m., pIrsilant to adjournmllent o0

Monday, June 25, 1945, in r.ooni 301. Senate Ollee Building, Senator
olbert F. Wagner, cihanilinm, p'esiding.
Present: Sinato, W ngne, (hairnmin), larkicy, Downey, Ful-

brig gh, Miltchell, Iaft, Butler, Cap per, Back. and Miilikin.
'fhe CHAIRMAN, Thle committee Will come to order.
IBefore we proceed with D)r. White, let me pause long eiough to

present a letter and statemenrt submitted to the committee by Mr.
Eccles. TI'he Board of o3 veriolrs of the Fdeoral Reserve System is
convinced that ratificationll of the Betton W(oods agireenients would
be an imnportant steop i the re4toiation of world trade and in safe-
guarii ng tlie intreires of the Un ted Slates iin thle postwar world; and
a statement of the Board of Goveriors lhas hern presented here, which
I ant going to ak to pllt into the retorld at tlls point.

BOAR, OP (ieoVFNelBn,
FEDER,. It ..... S ST..'k

Wa-hiington, Jun, 25, 194.
lIon. imonz,ir F WA(NEr ,

(chirn'an, Setat. I mnii O ict on ft ttil.. A d {'arrl, ney
Wasingt on, D. C.

MY 1)IrAR SENAT11 W¥Ai;t N~ Al fil el iltW, illll tOll (n l, w 11le 111, tllie fltf yollr
c~Olltll t ti m III flb( IilligN tll(I IIi, Wo...IN ng91'n nts, ne.11111}r 4 t(h
go"tld mi'l ...liiig ...yseir, irfr1t1'tc [ PUiml tpsaifying Oi [tijalr of ..le .... bliig[ legIs-
nIll t lithll I I, , I' il.lri. . I I'(I WOld I1+ olll [td b . tih ( i lmgr4ns is prom ptly ls

piwsible. In xi,f x te let, fi]o,'r, lati the lir iit tif tie Pdraslfa Rer,'ve
Blnk if Nw YoIk 4ll3 o rcm tIII vII. "nIC o1! llt a nki1 t Iu 1aplnrrI bctefor
tile co"lraitel s op i .s..a w .t...ps, I a... I . i.. g tma I)y lb et Bard's stae-

r, i/tf 4f ,mc 1 1]1 , Ii N, notlrsitng the agreemtn s. It worlld he aprciatlleid If
y... wold) plle it i' it i lti rlo'il If itm tlP[Iiihgmo tit u~l,r, may he u dmlobt 1in
the Offiil rtlrd of lit ', OllinilitteO Is to thle ploslltio f Lthe Boalrd wich is ini
AlIlI If the (oltros al I the gjil'l viI Ig 1)d y If tiP no(eIieal Ites(re System.

Siner-ely yours,
MJ. S. EvLts Clo limoa.

Iaaca 21, 15.

IDaTI~i~ TONAL; FUIND AND RANK

(Statemnnt hby the Board of Governors of the Federal Boser yc System)

The Board of Governors of tilhe Fedrll 1tsrv! System Is convinced that
ratilication of the BlrettOin Wfoods agrenits ,old be an imaertant step in
the restoration of world trade and in safeguardlng the Interests of the United
States in the postwar world.
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I., W[tIlol t the Inlitutn ilos lrol ved by tllose algri~lits w w wo 'cld bc On
flteld willh disrullptd clrlney enll[it) l aid with tde aid xrhlltngeg pliieis
and ilrit-ties which ftorelign . ll.l.ri. might Ill foidld to adopil in selif-Ineserva-
i onl but whij, WU lio vevilhlheS s halve d tintlrl g i Zigt (f4 I 4$S nt world It n te.

In ,buildhig tilhe 1achinel of internllailoni liibtle aftelr thile wr It wijll Be
,ital to a oid the ren~ urr(aer of prlatt .. lIi a hih dloivelol ud af tr i(T Frs I World
WV."r, and to (*lousiInnite aillstw wich w erpe f"'lnVlent Ixj rno, [ t RI onal] ]end.ing.
bifetti ye ai-lon il I h(se tields wonld fol.l a1 eoulrpart to eisepIiti programs a~

of d(olantic rIOuatItrI.i CIo. 'i'hm griatest cilrbtltliin to nterlliliolmir Droa-
irly and Sintability that the Unit]d , htes fl I xalke is to iia Ixt l ,xI lull .. ploy-
menlt Ill a i'Jslg staixlitd of }iing ]It ollln. Il . d...r t, PstahlSlIh interna-
tinfl1 tIrnJ t(n , 011 ad and S i .. Btiiriig foildaotih,, it i.It he bat(ted 11],On
hainlinerd xeaxllaitg of gods iand 0,rveild. (ia such a bdasi it will .ontribute
ian Iniportn{ sia(dyill'g influ.nce to our donelltil Ifl2V...y.

The Int1erns lItial Muis-tlr Y anil Financiarl eConferl etI of rleprele tative, of
,44 nton ie I t Illst SinllhIeI hit]r(tlntt Woods rvisnl d in ir lgeerieis for hle

creation of two alew Ihter.a tDonal fliajielal hlStilutions Ill(x I[aernalio.lal M."e.
tay , Fund nl] the Itmlerlnaio.. Bal toynk ROr ..e.o[trlethn uind I vel [..)IIIt. Thee
Iiitriratioal M i IIIba 0lilnd W oI xert tllFin ols iHce tIward xchange st il
bility andl lltus redue, tih exehlag risk' for *xpottsI' and itntirters. It would
rnulre i m1ahr coulntires to imatixtabi establishld exclhange rtes silad would
prolid0e maehh,,ry for making inl a, orderly Inll llt B'y n iultui agrelrn.. t sI uch
changb is xhfialnge rterm as nolly be nleceSary. Menbiers iundertik to elimi-

t,,e as }oon as pj.jiihhe z etlltloryi pratlIces, w.hich lHIerfercd with thel flow of
world trade beufor the war, such as dlsorlnltilitoyy exchatnge reatrltlos, mulP
tid I..urrenly 11 rraligexeti9, and bilatieral cinring aglreeollt. It would help
to give assuraneh to mebl er ountries that the prwcd{ of sales to any ecuntry

could be usnd for the pir(halls of go osin any othefr coultry.
For the purlps) of a.ssisting Recllbr couintries ill mantlining their exchange

rat((, once iley have bnt e. iihablhI, W[ttIh) llt re.>iirlog to lhtruitl rsatroctlolx

on trade, thie flmd would have rtqures in gold and varioh s curreclieC wbicb
wolld be uvaBllabl for teimp.oralry gig6 by ...emlbrs It would Ilfford member oun-,

tries faced with he-a'y Is..yienlts uin'Gld aI brett llllag sptll dA jibg which to
illike iies/,Siary sldulltmlrlit lin thetIr econo.ies with a view to restoriitg equl-
lihrihmr In their radl with thle woFld The fund wonld sut be In es~nce a
Pleding Ins1iltUtlOi but a melihnisxm for onvertJig local ei.rrenh.Is cont'ributed

l e nmem ,rs I ,O 1a poll of Intertilox'! irrve. .0.. wit b each ceonitry coulid
,,ra+ lt proprtioa to Is cliotrlhutlon. Whili teLmprary shortages of foreign

exchgl,,l eotild be miet through ise. of the flld, membcrs woiuld b/ under pressure
to restore the xc(hrtirge in tle flnid as soon as Nssible in order to maintain its

abillty I0 serve other hlwrlxdrs.

As a e0ioaiMnioh ilst itltitoI to the fuind] th Bak for Reonstrucitou and De-
0iailopmnt witl/ be i lexdldg institut oinl tn promi. It the internatlonal flow of long-

term caplItal. It would make loa1ns for iroductive Ri I developimienxtal pxirplosea
o0t of its own olpttnl or out of fuinds borrow!d In tie Imarket alnd WOul]b gar- a
nfltee rich tloans offnl Io private Vlles to.r.it Is iniell tl. o0 xlt.kl or guarantee .
such loans s would inb the, long run increa ts the borrawers allity to balance
its lntpernatitotai acno tuts. It would hellp to re!store e'on[oie. destroyed or {is-
ralted by war, to reonlvert {hsir produclt ie twilltiies to piaeetilne needs, and to

tdevelop the resour'es of tle.s d.!dlopd o untriles.
The balnk wilmd tae a stabipir g I ,fllledrwe On interest ricates and other oni-

tions for Inte!rtolinal I¢ ~lons and would tend to elliminate praetices In internn-
tieloni inivstiilett that have it the past resulted in erxcessve costs to blrrowers
ard in losses (o lenders. It would haile di y dloan ltIS hiat could not be obtaie(d
on reasoalbie teruits without its support and would, therefore. in Io way bIter-

fere with the flow of private funds into internationrl Investients. At tle siae
timte it would xllke it possile fur countries greatly in nered of foreign renourcvs
to obtahin neiessary capital whilch mllght not othenvl) ei, vailv able[)1 to them
o(1 reasonable termns. The agreement providea that ]Oilci made or guaranteed by

the bank Imust have the approval of the leading eeolnry. Consequently, the
loans can and should be so timed as to limnuish either Inflationary or deflaitionarr y
pn~ssures, and to contrlbute to the maniiteyxinleC of *(11onofll stability in this

umntry.
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F,m lIIe pdlit of view if Ithe board Of goveI..IIor. the estbllshmetmt of tie
fulad and tile bnk wo.uld be 1, ra, bec!a.u.se. they would cl triblit, to world
r,!,erry andi to tIhe lliliultlae of ec. i slai. stbirlitdy at iglh level whicb Is
lhi Insil objetive of IIhe boards olIicy, Thle iuonetary and credit srn.eture of
this thatimry is continually Innd SeioUsly affected by in.ter.tional trnlM actiols.
[1 the i]st Ibilns c ...... n .i.l.... tay wahlhrifies have bill to meet (liaiculit fiu,-

tiLll, 'h1 1or baln kIni systeii Was called iponl tIo abirb mn exciv1e amount
of florelgn Thr.., aribu0 g ot[ of s1Urpls nmodiirlity ex. ports and impll tii mOv
meats from foreign ,lcullries. The adoption of tile prowpd agreem,nts should
lieIll to moldera te thee disturbing inlluena.

In Eo..n.i. I withl the enuabing legislation now before Congress. the board is
stronlgly in favor of the addition of a ireyvslon for [he stabl lishLnh t of ,a rolund
or (!OlltelllLe to provide the recsary airton and glIdae lt theo i rpresenta-
ties of the Uitolo States on the governiilg bodies of the fund and tile bllk and
to interpret to themi the iitertatilal .. naiAin anl ind oft'lry l riehs of Iile
United Sate,,. Members of this oUncll or ,ofgitttt, should co.nist of the
hbads of thile appropriate agenies of the vermlent to be IeIgs.i..trle by till
Presibldent. It shol be a small group, eomprising not more than five members
Sinee tile proposed Itlrulteons are to he rmanent, I oul be dviaide to
h.ae the ,noncl provlided by law rather thanl by Lxecutlve order or tiforilll
arralugemnlt. The COllil would not only adle tiler American goveriors and
dirrctors on tile funid ald the baink of its views with resaet to the financial and
nionetsry pllirles of tie United States bat would also be autlborized to act for
the Unitdl Statea il matters Which require approval under the agrements, ex-
cept iD cases in which the right to deride will be retained by Ca(ongre. lEtah-
lishment of uch a coeuncil would assure reasonable ontiuity in the interpretl-
tion ,f America, intoernational finncial policy to this country's rel'reaentattv¥
onI the hank and thie fuild. Provision for such a ouncll in the enabling legisla-
tiol .,ould not 11ll for any change or mlodification of the articles of agreement
of the fund or bhank.

The (CHAIRMAN. Dr. White.

STATEMENT OF RON. HARRY D. WHITE, ASSISTANT SECRETARY OF'
THE TREASURY, WASHINGTON, D. C.

'The CilAl [MAN. The eiarilg havre closed except for your testi-
niony. We requested that you finish lipit the hearing by any additional
stlatmentnt you wl]d like to make. or perhaps the Senators here would
like to ssk'you some questions.

Mr. WiirrE. Well. Senator, possibly somre of the q1ueslions might
tring o.. it lizt i thal wert left not eompletely clarified. If there are
no quesotiols, then 1 will Colltlllle fly comments lilt possibly there are
sonie questlons.

Senator Dowe;r. I have iw, or) three questions I would like to ask

I 'think, Mi. White, that Mr. iBurgess suggeed the possibilty that
there would he difficulty in the fund selling the curencyy. and spoke
of some difficulty, as I understood, that his hank had had in selling
(erman marks. Did ou r.call his testimony on that point?

Mr. Wurnr. Yes. I was here when he referred to the sale of, I
thiuik it was, standstill nmiiks by hiis hank, or I presume that is what le
referred to. and it is true that his bank took a loss on it; but I think
that episodIe brings out clearly the difference between the currency
held by the fund and the other currency.

V



BRETTON WOODS AfHEEGMEN[SN ACT

You see, tIle Inarihs whiceh they hil to sell. I Itink ihey were efterred
to as sta ndsti iirllis, hai renri oter I uses. Tihey eohld he '. I chiefly
by tourists aland only p) to a certain amount. Thev coul . i so he1
tlsed for reinvestment in (enlman securities, Ibut in tllhat event thile in-
vestor coald .l{I take alny divideInds or principal out of (e liianyv.
n tihat tlie market for ti ose marks was I h.gldcv oinlined to peop ae I

who i ight lair gini to (Gtermany anti who were willilfg to buy arks Wnl
(at a i n.o.tmt) Iu to the limit thit wais allowed. Tie inarket was,
therefote, extrellaivy arl'ow.

Now contiaLst that with the urriic rl hdd by tw iieI l, whichd it
ealid sell if thi acelteint Wo bciig liquldated, either because the

noulttry WIn withdhahtvig or becatuse it was asked to witlldaw. In
the first phle, tie, withdrawing mnember gutarantes the unrestricted
/se at all tinms of the currency sold be the fund. Instead of the cur-
i' ncv havring restrricted liuse, s was thile ase il the illustration which
M[r. I'Burgess I think was referring to. the currency ill the funid is

a'r, ite I a ga ranst alny restrictions. It is better Ithai ordina ry enry

Senator Tam'. Being put out of the fundl, why sihould they keep
their guarainty. beilng iu ahel to? They are oIly out of tile fund he-
cause they arle unlbhle to kreep tli ir olligatioms, so 'why should they
kt dtheir obligations?

WMUTE. No; Tnol IlTeatleS. iiriy. SeaOLI he member country
night hI. ve left the fund of its own free will., I think I stated clearly,

earlcer that if a country repudiates its obli gaions there is very
little that tlie hfind can do other thlan i elp muke it a sort of financial

lutcast. But I ti noet speaking now of i. pudiat tio. I am assumring
that countries will a, teilr diate their obligations and I am imlicut-
ing llat the collateral whiclh is hft with the fund is of a chaact er
wvitih malkes a pmssible monetarv loss. exelusive of a repudiation,
negliigih,1, or aln ,os nt negligible, because this collateral ilas special
advanitages. If-

Selator TA F. I al suggesting that tlie momelt tlhev leave the fund
thiy will p)It oil a lot of exchange nrstritions tiihat apply to his col-
lateral so it wont it good.

Mr Wi: . Well. I am suggestiig tihat they can't tIen ess thIeiy
rediate teirwrttuse they agr.e that they woot.
They igree tiit tley %ill ot do tint.

Sriatr v'. . ell they just si v tey re iiale; tlamtis why they
have not pid lir dlits. That is why. Idiii't say they aredelib
e'ately r intiaing. Tile situation we face is of a large number of
eo0itmies that ale unalle to pay their debs. That is the condition
we ftier.

Mr. Wm'lur:.XWe I, let me finish ly ill ustration. and I think you
will see wherein I It d es Irot apply . Medmer cot ltries arIgee Iot to
Ilt ci iay res intirans o0n tihe use of their currency held by the Fundi.
If lMr. llurgerss bhnk hkad larks which had no restrictions on there

ise. it conld hlao goot a rnlih better price for them and would have
founid a much wider market. But more than that, the other member
countries agree, that if retmluested by the Fund they will buy the partic-
hliIr currency which the Fund offe's them first.

Thie importance of thiat last poilnt cannot he overstressed. because

W
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every country ineeds "ome foreign ciu'rr'enIcis. T'o illustrat. we hlave
selected aboeit five olr six (Oilinris as ia samlple. We picked the
United lingdom, France, Brazil, Elgylt, and Honduras, to got

II slllltlut ii]] l umn-sWAel. Ili large trading country. Now, in
tie 5 P pri· (r( in Which the currno n an be sold, h diiid which* xir calh e m the world for the rne irecy of each of thole eoIItIjtres,

os oli...pard' with the lloitcurrencies wc the fuind
will hiver to offer, is, in thile ease of the tlired hi K ido ., 8 times as
grout il l b ase aof liiantce, 11 time its agreat; in t le cas of Brazil
J0 imles is g'ea; in i he case of Egypt 20 timles as great; in thile case
of lloi . i. u d i0 timres as gelat.

Now, what does that lean 'lIha mnciis that alI that tim fund
is asking to sell ill the case that Egypt or lhiwdhuras withdraws
isa tsmnii pait of li.amounlti of tls,le rmrencies which the world
will need, so f1int th erca be n0 oquestion as to denmutd. lThe dIentaid
ovir a cperi odof 5 years is much greater thain tile supply.

Salltior T'.r. I suggest tihat he countltry that is forledI to leave the
Funl isdoligso hec iauseit cannotmaintain itscurlreny. Its currency,
therefore, by hlpothesis, israpidly depreciating. By the tine you sell
it it is of no value.

Mr. Wun'. Oh. no.
Senator TArt. That is the only reason you put them out of the fund,

because the currency is depreciating. Tlev can't maintain their cur-
rency by your ordinary fumd operations, so you say, "lell too bad

Mr. Wmnr. Senator, there are many reasons why a cumtr y might
want to withdraw. There are many reasons why a commtr might be
expelled. In either event it doesn't follow that a country eunrrency
would depreeiato to nothing. It might happen under special ciurnm-
stanees. Even were it to ha)ppen that country would still be obligatedl
to repay tihe a reed upon gold value.

WVell, I don t want to spend any more time on that topic. I merely
wanted to explain, in answer to your question, the distinction between
the liquidation value of currency which has no special privileges, in
which there is no guaranty by the country as to its unrestricted use,
nor any agreement on the part of other comantries to take that curreney,
and thile currency held by the fund.

Smnator, Downr. Of course, as you have already indicated. Mr.
Whrite, if a government wanted to repudiate its obligatilons. of cmr.
then you would have ii very different situation.

Mr. Wnr, nr. T'hat is a very different situation, Senator. l That
possibility creates the risk of loss.

Sen u, I )owrNYIY. Well, now, Mr. Chairminan. I have lo or t wo other
questions.

I think on your original testimonny, Mr. While, vou did discusa at
some length the lime for which tnl fund should loan money. I think
some of the witnesses fixed an arbitrary period, say I18 months, I
believe one did. What is your opinion on that phase of the situation?

Mr. Wnn. A limitation on the period of repurrbhase of 18 months
or anything like that would, in the first place. make it impossible for
the fund to function well, and in the second place would hbe completely
unacceptable to other countries. When countries are in need of for-
eign exchange, the function of the Thud is to give them assistance

se
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until such time as they can carry out the measures to adjust their
balance of payments without having to adopt drastic; measures that
would adversely affect the trade of the world. Also, one of the im-
portant factors ill the restoration of equilibrium in the country's

Malanee of payments, in restoring the eountry's balance of its outpay-
meats and inpayments, is, just time. Shifts in imports and shifts rna
exports frequently take place without any govenmnental action.S
There are swings in trade. If allowed enough time the pendulum
f'requently will swing back.

Now, ~he : adjustment of a country's balane of payments is something
that requires anywhere from a year to 5 or 6 or 1 years. That is one
of the things that people working in the field have learned from the
experience and study of the past 20 years. A country must be per-
mitted plenty of time to adjust its balance of payments.

You can see what would haplen if a countIsr, having an unfavor-
able balance of payments, that is, having to pay out more than it was
reeeivinf iin tie ,way of foreign exchan gre . calte to tie fund and was

told, "Yes. we will let you buy 25 or 50 percent of your quota but you
mn ust repli re ~se it in 1 no,, ?hs." That con"try faced with a shortage
of foreign exchange causel by the situation, whatever it mnight be, in-
tensifies that had situation by sayin,. "We will borrow more, and we
will pay it back within 18 months.' without any assurancand it
can have no assirae ll at tiht additional amount of excliange plus
an ainmount to corrct its diseqihilibrm will be available within that
short period of time. Events do not move that fast in international

1ollInoic relations, unless drastic action is taken. It is a recognition
of that fint that is one of tile basic principles of currency stabilhzation.
lhat is why it is rovided ill the flund agreement that a country must
lepurchase its exchange, but not wilh a short-time limit, because nobody
can say ahead of time hlow rapidly inpaynents and outpayments will
change and to what extent. The flexibility in the time of repurehase
which is provided in the fund is one of the important elements in the
seccissf,, Ioperatkmo of the fund. Tlhe fund says to the country, "You
mtust repurchase this exchange, and the longer you wait the more
pressure we put on you; hut we recognize tlhat there is no definite date
lhat we canl say ahead of thne by which you must epurehase it. We ·

expect that as timne goes on tihe steps which you take to help correct
your disequilibriumn will yiehl results, and it may take 1 year. it may

take two, it may take three, it may take five, it may, in special cases,
ever take lnl/l."

Senator DOWSEr. Mr. White, is there any agreement, any declara-
tion if policy, as to the fund making shorter loans than the bank, or
is that left entirely an open matteri

Mr. WnrrL The hank is restricted in its operations to long-terms
losi;.

Senator DowNsr. By the declaration agreementt
Mr. Wygrj. By the articles of agreement, definitely.
Senator Dowa¥y. lBut is there definition of long-tune loans?
Mr. Warnl. No. You could not get a definition unless you took

the trmn in its context in each ease. For example, a long-term loan
for sonme projects would be 40 years; for other projects it might be
10 years. A short-term loan for a businessman would be 3 months.
A short-term loan to a nmunicipality would be a year or two. In our
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Federal financing we call short-terms anything less than 5 years. All
we call do is establish the general principle and leave it to the bank
authorities to determine what is a long or ait short term.

There would he agremen.ni for example, by all authorities, that a
loan for 3 years is a short-term inni, aid the bank shouldn't make it.

T Iwould also be agreement that ia 20- or 30 or a 40-year is a long-
F ntn loan.

xNow as we move fiona tlhse extremes there might be solne differ-
ence of opinion. ,Some difference might develop whether you should
call a 5- or S-year loan a short-ierlm hjoin or a iong-te'Ill,

In the fuid it is recognized thai [lie olxrti i lts are short-term,
"short ternm" being related to the husiness cycle. In other worcls,
a 10-year operation would hbe long, and 15 years would certainly he
considered much too long to be regarded as a proper function for
thile fund. We expect to be-

Senator 'TAn. What is the cycle?
Mr. Wnnr. There are 3-year cycles, there are 7-year cycles, and

ther. are 9-year cycles. Within tiie major cycle you get other cycles
which a, sl Ibsidi try; ate not thile dominiant ceyls.

Senator TAnrr. It seems to me obvious from your statement that
the fund, then, is intended to make what are practically ermanernt
loans. If this is a 9 year proposition, I cannot understand why it is
stabilization at all. What has it to to with stabilization eurrency?

Mr. W\vrn. Senator, I didn't say-
Senator Tanr. flow do you separate it from other long-teIrm loans?

Doesn't it all go in one pot if it is a 9 year loan?
Mr. Wins. No, Senator. Apparently I have not been able to make

clear the function of an exchange stabilization-
Seniator Tanr. No; ,oU haven't, because--
Mr. W1rmn'. Opt.ratton. A eountry is peirmi ted to buy exchange,

and is required to repurchase it gradually as the comditions improve
or time passes. Tlhe country is usually expected to lake certain steps
which will sibse ruently lyenable it to iake the necessary repu chases.

.%nator TArr. kvell, I suggest-
Mr. Wnnr. Most countries will repurchiase their currencies probabhly

in '2 or yeazrs, Some will repurcihas it in 4. Some, I presume, may
pe urchase it in 5, Senator. Thley have the burden-
Senator Tart. I suggest if they need it that loug it is not a ques-

tion of staililzation of exehange; it is a fundamental lack of exports
or some other condition having to do otherwise than simply with the
question of exchanhe stability.

Mr. WXnr. Well, Se,,ator, yon are entitled to your opinio.n. Tlhe
technicians and the experts, most of them differ with you.

Senator TIAn. Most of them agree witl me; those who have any-
Senator D)owNr. The grientlemen having ached an agreement to

disagree hiere. then I would like to ask anotIher iquiestion, if I may,
please, Mr. White.

Senator BARIKLIW. Do you want to add to the confusion!
Senator Dow Er. I tit" going to ask another question o create m ..ore

confusion. rLaughter.]
One of the witnesses expressed some fear, and I vannot say I

entirely followed his reasoning, but as I unrilterstood it, it was tlat
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the fund might declare a scarcity of dollars and thereby decrease the
amount of our imports. Was there such a fear dxpnessd by one
witness?

Mr. Wr:n. IDecrease the amount of exports that would perhaeps
be available?

Senar I)owNrEY. That is right,
Mr. Wllrrr. Ys; there was such a fear expressed. And, Senator,W

thile opposite is truie.
As has been tile ga in tile past and Is will be torie in the hfuture

wit Io.llt lhe fn [.i in oprelaioi, W ll whei lntiies dion not have an adequate
anllonlll of a tIll exchirllge tiy h ayn, te, o Iratio l blv at they have andi
rexeive . lIe'II ave , rlestrict it' use. They hiave no other choice.
They nat do ohli thinigs i addl itin, ibut they have no other choice
illnless the' want to let tIl eir itrrelnev float, that is. let it depreciate,
let tie inai'klt de(rmilnle wlatever ralie it sliall renali, usually a much
hlower rate. ThIey ie to rtsirit sales o(if foreignc xchange if they
whant are c(mtIliol at all over thile gold piarlity (f their clrrencies.

Now. vwih, , I country restriici s tile ilts of foreign exellange, tilere is
otihing in ihe albsence iof the fuid which requires it to impose restric-

lioes only to tihe extent Iecessarv. Also, there is nothing tbat makes
it possible for those countriies With a shortage of foreign exchange
to henefilt Iv adiequae y or surplus of foreign exchange resources that
oither cpnrri'ies might have.

N w, ,both those liingii are a eon plishbed by the fund. The fund
says, "You can impose restrictions on exchange when there is a gen-
srll sin rit v. blut yoll i Ius( dio s onilv to tile extent and only Its long as is
ni:essary."' And the fund is the jud/izO

Secondl¥I, it canaillizes. it s iphons off, surplus gold or dollars. if it hap-
pis )o h; dioll ar s that are sarce, freom those countries which either
Ill'e l.vh ng Ial ilnlow of gohi or lre in, a I position to reiplrclhase their
own curren-y from, the fund. It siphons the sace curnrency or gold
iltol t lie f Fnd t ro l gl tile rep Iurthase iroi'sions anid thus makes more
of it available to the other cmuntries. The end result of the operation of
the Prvis, (s. ii tile fuond amrelemet dealling with searee currencies
is that the iUnlited States will lawe it xports greater Ihban would be
the cail ito te se wiout tI fundiii. and I1s a i ...e equitable and mare ef-
feeti ve i.es of sarce cu urency,

Instead of tile s'ea ily of dollars in the fund resulting in a redne-
lion in ourA exports as compared with the abdence of the fund, the
conti/rtv is trlle.

Snator )¥owNry. Well. M1. Whitr. if we take this kind of a con-
ditin, suIppose tile citizens of (Greit Briittinr wanlted to purechae more
gI"otlIs frot tibe PoIli in the ULniled States than iihey had Americanl

lls or ci'rency with I whic to bhoy them.
Mri. Wnnr. Which is tile siation noHw, or will he righil after the

Senator 1)owxVr. TJhat is 1he IifAl Udtv tlat we slll hale to mset
fo an indefinite period, pvibablvd islni it ? Well. now. your state-
intent is that the way the lendu i,1 ;t up the prolbabiities alm that there
would be a greater use lneu of oIttIr excllange throtngb the fund than
the' w oiuld ie if thl fun ild was i it in existence?

Mri·. Wiirr, Yes; I shohl he inciimed niwself not to use the word
prnloalilitv, but ratier ' allost certaint."'
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Seator I)OWNEY, AIr. Chalirmanai, thut answers the questions that I
wanlecd to ask. Tihank you, Mr. White.

Senator Bonc. Ai'. Wh'hite. vou referiPd to lhe operatonis of the
bnark a lnolent ago. Will the..e be .n .p?. tui niv for private banks to
pAS4 II )oll-iacceplt or I'{ ct-aniv of there loans tllt Ihiie come into

e ~[l. Wirr. It coaln!s I, theIll in lhe first l/ae, Senator Buck.
Sr.t.o.ot Mitc a. hI goes to piivatr, bank, lirlst
Mi. WIN',ur. Yes, Thi Intenain onal Bank isn't permitted to eol-

side, inakilg or gui$ ranlt Ceeig i .ly iolU tlloless it hias received evidhn¢e,
unless it is asioured, that the private banks will nlot handle it ion reason-
able terms. The poil.. se of that was to in every way promote and
encoura ge eo1n plete ha tld ling of loe nis hb [Ih Vate hanks alid] by priv ate
in vest{,r. lThe bank ste s into the pctFiure only when the unIler-
W iting cota lln ies or ba ill , tlie pote linia bhrrotvr says, "We cal't
hamndle this at a rasonable ratle. and we want yol'r irlp."

ThIe C('lararMx. Srenat r Milliki,. ounhave a statemeint with ref-
erene ll to the I tigs that you wanted in reg rd to the legal phases.
Iid you want to piit it into the record, or is tht

Senator MILLIKIN. 'lhe attorneys for the 'Ireiisury have handed
ine what seenms to be a very thor~ogh job. llder their slants, on the
questions which I wanted to lover. I am perfectly willing that it be
or be not intrducheed ill the i ... d.

The CHAIRMAN. What would you like to have done
Senator MuUrlKuN. It is ratihr lengthy, and I am inclined to believe

it would be a goodal thing to have in the record.
Tle CnHAIRMAN. Verv w el; all right.
Senaor MILTtI.N. I should like to ask, is there a copy available

to mt in the record?
r L ruxvmn). I have the original heir, which I will be glad to turn

ovPer to the comlmnittee.
(The above-mentioned statement is as follows:)

CONSTIrIM IONA[I1l O1 TTW In.I'rOJ WOOi,, AmGyMEsNs ACi

IeThre ts pending hlfor~ the Senasei a bhi to provide for the participation of the
United States in tile I 'llin t itonal Mortll al'y 1 hereinafter called the fun'li")

and the IIlemntiIonal Bank for It(..nstroeti.on and Devlq.om.nt (heibnafter
called the alRk"). The proposal is in tite forn of a stlltlh, entitldl the
Irwt ton WVoods Agretnlliet Act.' II wnid anthrrize ilte Presidrnt to accrpt

2i1titlflIel[ II I li fi11a ll dl the hbank prlvidedt for in the resi oive artiloles of
agr n mlent iherior ottI i tir le final act of the United aNinois Monetairy
and Fi s riUal Co .i fence.'I aid would il substitrs, enacIt lle n ecesary w sin t ry
auIt.ori.ty to peonit th, lIltall Stalps to carrI y nit Il. obleiaion ns to be tder-
takn by it undr . h.. e g'ierulieIs.

(U4iVTIO0

ThI queIIon h is bier raird Wlbohr United States part.cilpntml hi the f und
aii ilIk Cal in 1 ffe{tT Nl by ali act of Cll'{'tss ahillt i g the IlreSidelnt to
signhe a rtcles o of' girn t rt w hetq hley re treaes that i lrlti b<! n I m, by
thf, PI'r(illdent, hb lnd wIt[ the advice and Cofli.lt ill he Sslit,. Anl hIcir]tal
Ilmtirn thai; rls, ir,,, raisdll wh'11her partiJilipalion of thile lnted Stilles 11n tilhe
flin ao and hntk will hin voly' atl 1nlitfill dileatmon of hI gsiatire pawer to the
irstltitiotns or to foreigll nul.tricrs.

' . it. 3314. 79th 'r?,II,i It srI Isd l hs fthr , . Jne 7. 194I
2 R],d in Blrettn Wouq), .N }. J.uly 1 22. 1944. Tie fi.al art i ideposilr it the arehivs

ot he mlrparimtlut of 3Ilt
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( ONCluliOM

It has ben tontiileudd (1) tbat ile approach .tmnbdi,[d i, the Bretton Wolda
Agi-eeIr!,rls Act is tII(orlzrd under tIllted sItale constitutionail rmoedIrt aind
I tl('ai(ls "inI is l T f..t liroftrlbl(! in this ca,1s to any other fArm of procedure
I1...] (2) thLt II R, 3:114 atIl the arTiOles or T glrlerl!lt do riot itvalve an unlawftl
kelrlcrtior, of logi]slalt pow""er.

T. ST1TflVMTN l TAMAt

!'rlltcitinnol MolAtab'I gofd
'Ihe ih tIrnaath oll Monetary Fo'aTlt is ownE! to utrn1bm to lthe 45 United and

Asscirieli NaltiolS wh1ich partiliptelld II the ( ,ololferneel, anld to sm-le other c lun-
tIi-pS Its sina thllerelft1olr be adl Itted. [Pri}Jllo A i a mtld fr n gglrggatIe ]h-
(ritioitls by the .oriinii mIeio s o]' tif !tqiln[¥e1ittl (if $,801),00,0) iln accofrd[

I1,CC wilh I schedule attached to thi articles, whih qiolllas ie( ptyable IiIt t he
tinO an, in thi manner set fnrt il[ii Ie Agruiltieut. The p rposes of the fund
are:

"io) ') pror te i it.rn.tiolal mounetary coopmt hon through I Wt1mnIueTi
inristlutlob which provtdot4 the mIlleliil.ery foir cobultatiom anid collaboratiUol on
interoli..nal mnuiietairy probeims,

'(ii) 'EO faeilliate to xIallsi.. aToo balaiced growtl of nternation.aI trade,
B/l to contrlbate thereby to the proimotlio and mIna1tenlacIle of high levels of

ni mlosmen t al1( r.lit iCOir ru- anid to ihi den!iimien o(If t he p rodluttiS resources
alf l ctioiers ls p1rimary r eidt tires of 'io ool lli. llicy,
"(iii) To promlote C yclar41 O slbility, to maU iintnIn orderly xchan ge arrnITge

moits nmotng members', ano aoid to oii competiive exchange depreciation.
"(iv) To assist in the 1stahblish tiiTt of a mutiiterll ra syte(I of payments in

rleVl iof Bt Ent Iri:t l.la1i siO betwen ,members nd Ini the eli,lonation of for-
igin xlc laoge rst lrtitons whith hamprr ite growth of woild Ltrude.

'(v) To give Cuolfiletll to members by making the fnnl.'s rese.res. available
to them undillr ahdiiinte safeguardis, thins rluvidi lg thmn withi olpl"rtnnity to
oiirrc t nlao i i St 1 10 in ...i r bioll [i of lpayment witho'ut reSortlBg to mras-
sIres t-st ructiye of nItionTl or Ifri thminT in) p.ros)erity.

"(vi) IB ac..rdlarutce with thf alon- to shortei tile duritloi and tessen the
dogro, of d is.quf i rl i Ii tlit it .a. llt i on.li balan c ts I)f p yt(ll Of O. .PItl st rl.' t

1Th fitld is in rtmgroi part of a p rogram rm to fulither liteonitionmal traeI lnd to
liplo'oe general ioA,.oi.di comditions With speeial erllhssisl uponI stail ity of
pcXii I. g ra tefs nd tl ih[ vticlt{ 4f liii1 itni] and (.i iirtil [Ito)ry exelh aoe pray-
ti!s,. imeIljix! are r(uired to sitate hli par value of their c.rre.lncy ite tprms of
gold and It, agrel to restrict their frmndo(n to mlike change Iq trx(alng, mlol-
A ,loul of gold id ,cl'ril...i. of Till Itenabrsr is to he created thrlmighr the osh-
scririptias i.f tli quota, whill will be available ulder prescribed conditions to
mlembers reisrin g the cuirtn(y of othilier imnits to mtet teinpr ]ory shortagLs a
of oexhI.a...tg This pool is to be strenigtheiled .through various Iro'Islons, in-
IhDlloitg th[ rFllirenwnt thIat umlimW ,s r....c(hlase their Own cu(rrncy fronm tih
fllid.[lnl ri Ihh;it crtain bhln, esbe ihe nrreod by nn-inwr ItSliltg th fulnd to aeqeire
forelgnh exehang.,.' Sp)eeial actim is aulhorized i t i ,e n the e t thailte holdilgs

i tll tfiliti or tif To 1rrieny of aty . nln er shoI l h Id( b nm StI-ice.8 IMemlbls
ar( , equired to avoid r ..strllorts on eirrmllt intrllitloia payun.ts arid dis
r"ilitnTItory ei.rrt. ly prilctiIces Proivil .i. ii fmor aP Ia Boaird of U( o.rOr.S..
Executive ]iiri ttors, iIid a MlD ag i.. I)ireetir and staff in whnlom the orgnizn-
iloCa powers slIll hr vlestred alil for tI.. Iettsenion Of Frtltiil pirivilegs andit
nllllllriliiTIn to h. fnllt itd its i lit 'Sr ad e' T hl(li)y( in fIt mlai I y rllsy Mirlr

liillei[tIS to flllqlh1 it with lrll 10 I.lr.i.tior, l lnay be~ esehili to Itls Oorltiolns.
'iie find is to ildal only with go.ern.luns. or their agelri.es t a d each t-l m n-

IArt I aLi .ie .r .t.r .;nrllpnt Ifiih fnnd
Art. IV. l])j~l[

a Art. V. ste. 4.i
Art. V .1, 7? lb7 l

r t V.s, p, I1111
Art. VII Ibid.
AI Vill, bil

Art. IX. hbid
All A MII. 11,1 , Iid
Akrt. ¥, mle I, bs



HREPT'ON WOODS AGllEEMENTS ACT 531

hir shall d!slgaate its Iennreti hik otr tiecetIille iisttt il'tl'k is aI .it..osiO'ty
fIr .it fillld'l, hlRdilgs i0f its rr,' An ... dr Allliy withdaw filol Ut
Illd Ili y ui b y I ....... ttrll L l tgllg I [iOti O fill lti' ig iii lih frlit l lit its prtmll([fil

finid,'' l'ov1is.oii bS t dm ! flit' ;ttii ittter Its h , d i] I'r i Of ag.l'.l li...t., I hi

aIll oif ie tht rllli i'tiig r.q ilr i .Ih ..se of miny tniit((1"line i.l. rn[fying (fiI
II, right to Wi,]lilnw f'oi hi fHilit; lIe ll! IOviSothat ig, l it it

IfIi q )ltI s l t( IdIl[ ji , iIl l it t (r()f;i tille pIt [ivtv ...I {ithit Il
,ltitg rn, I lie ] noIsle ni the iPat Vall i f a.... llllsts (.tiilill(y .e....A Oil lhI

1rrolntll Aifi tht i[1 i... .b hls Th, gllit lg fI Jlt{r [illo Lo ite whii Jf Iii
liit igiwdl dul ibii orlf f I ir',rii..l.i.. lltin tig i1 jrertit of th litOill If tie
jllststll. l]llah gi , t lev1nt int h{o iltilli II Ili hr ]t h il it tI tlifs boIf Stigilllllr il!-

ar it isNr4tit s tting forth ~ thfit it Its. (Iltftd tlh agl,'(flltit fi .Ord
[i-ltle' "ih I ii l5w "I'lllJ hill, tilkQ l l[ St' t *s ii.. Sl iy 1.1 t.il lllt It to (alVI' y .o.it

Ill II it, I iittil lOI . i. lr . it ign, Iit, ef i At lihie Jlt.. ti roAtleI nt ro ,poriifio'i
th t Irl {I all 1t.'sr s alh I,',in l., 1o i ...IthIi'ilt, tHe pjll' V'iili, if its (1Ii
remt t i... I cia y .. liSt I,,' figred li'I eIi I iti f fijid 1 iI. tl, Iirnt]i..s.. . I."
*Jisi iqunr iti]'le fi .ot..... [tlitilsl$ ritnialiOi Of islli..I e lls ari ,lg botl sl l th flil

i I Illiii 1wi4h IlIs ,ithdl(itwlln ltl[ ]ItWit 1[i filIt .... (i ry . l. TI ir
IltlIlr i llrin } l idri oI . .f th,1 fill.l'l

lIs Il *i'thmIrrtls Iflk tI' [ ltri.s.l..t.. r idr I),I4lqotuim i, (Ipl hIIP rili-
"Hi1lu1p otle toW li tllill'FS of i]l' fluiii. It ]is in ill, thorizli clpiall stoli oif

$ll.(ht~J)p ,(l tif whI i, $S,1000txf0fo 10 I .pei for Sllh..ltrulin by II, eluot.lqtS,
Iini b~)ti lg i tll t l itnftrrlt' ['ii suh r hliilphlTs ar.t'· piyble i thi III111tllirl

sit, fillirll illtht il' lgmeltet which p ro vid I if(,Ih f"or the IgstIlmu otll o, tI l'
I Iiiffltll{ i0 I ...... eti of the vaIn' of flb ,ry sulsiiiiisi 1 [ til] il,,did
bf ]Uit i l4uilgl i lns illiiirrtff in } i] ll t]it! 1itI' i (If ftil blltk,t ! cls Tihu, ose. . f
{Ito b llik re "',=ll foll

~'{j} Tit Ii t'l r loprslnslrtirii]n al leeilsp'tlni.i of ilerritlo[is of~ leal
Le i, bly fr lliiig It iriistn of clla pital for proI.....tivr iti(lxit, I... liidig

Itle i I ti ... AOIS l IC...tsti yel ut- I[ pl'ltll [ by OI¥ , ilte r(N!OrvcrFitlli
rirf prid lsiw! facillfes to futarlfif nleds Imi{t] ille iI.l.ui.lgllitl if the dtVellIp

llr)' I prI dus tjIIrt f'til ,i i tl ii c... ro., iil ]55. .4. we! 411 ..C?{ i0tmn t ,
(Ii) Tii ll ltOt* p 'vat oreii i...tl..it by ... c..s of g.Alt.....titbf of par

tlsljtthlun, ii Itpll iia a id I i ther iilnl',istr..t. Ualie l lib l il'l, Illsll " a ild bi",i i
IrIJ1t!i Capitl] S II(ot avi.labl ...1 r ..lso1,b[t fibns, to Mliiplhlint iitIl-
... Ili by [II ... fllng, Ot ]ll~ta .. I.. .. bit .l.. , lbillll/' h it i l[I nnU lo {'
UIt oIf ils iWri elalti1, m dlll rli i by it iml- its dllut r. s ... r.s.s

"{iii) -t jwOi]Ot tilt ] iiI'llt' bft utIiwod grnt}ls of t ltt'r11IsJmtjl trade ,tll
fIun iruitsnn.... OIf sliti'l]ii.it in ,ilaisss if ynwrt by ... iL.ra/gil

niri ... I} .f i iir IltJM ltllLO irlic trli
·*tV} ) . LIl thl l,,artS ]ie ir gllaIIrlInt(eeJ by it lit rello] to InterW

itallt I'llbq tihc', gt rfttirl li}ti l,] Io that th,, ti, ] g'Islef] illitr uugetI, [rlj
I'is I t ,I n ,n srrt? ~ { lllal [ i1]ike Wili 0l ilth deMI l h11it'.

..'.*{¥.r. l f a iit I 1ts '; la1ihl . i... Ii,, ',iil i l i th etlet I irtt'lll{A.i¢tlo tllIlr rtulllrlif , i lutisir s'ii(lisis iii tire terpitoitie it i Freruhiit'rs tIt In flit

This hunk, 14 likewtise a in of Ithe prtogn.i. to prolllOte w~ill trlde It...] fill
srriiu~tlr rI/ t. ]~1p1itiarily hnill..l. llefih r ...i g ;hnti] Imivid,[ig fil i]' iut1ipl0atiotini
toiw o4 lof g In e{r.i t '1IIIi, Th ,ssillrl'P Illl fitilttit ie f 1h If bitn Ire to III
'sed t{*hI'l/l ¥y IIt tIe ) brtiut of itraih'II ', IxIlh i 1'rll. l ii tsdIriiti] n to

Art XI'l. lc 2, ]bkl1
Art XV. 11b4

ArL VII11, ibid.

Artl I L w. 2. /ntI Nvhorle A. Ibid.

Art I I. L
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Proje ts for dTIVe .pm .nt ani pro.,t flr retums ni alike.2 TIhe bIrank
mily uake or facilitate loans (l) by makin g or iprltirlihitg ill dirl'et loil oUIt
of its own flitnls; (/3) hy nII kinlg or partiiljting ill l0hirct loins oit of fulndl
'aisd i the ,l w irk of a1 me..ber; or ,) by g..r...teNg .britvte lo...1sY°

}low{!ver. thei bxink ...ny nIO have trIit{atlling gpirarlt/nt, i'a!tprtllatjit in loat,
arid Ifireet li1oins Il ox of f0 Perc'i of ill, . i ime iil lhd sullh'ti bed nnpita L
re8r's,. mll[d s1irplnn of the Iarkt Sin...r ])rivistll. are niiloadt! in te (!$,10e
ori k thae bro a, i ime se oI the, fund wilh rfe ren.e to O'gai iall, llt Ill it',
agnmeat," privilges Iti i, i.i..itl,"s. d(epol..lesY Witld'aWa a.......dmenit".
,signLit Uli, ,Of thle iigrn ti( tit u ] dtat ,ion of dltslutes.n

Ii i.i..ll.ry, thelit p-rIris, of the ftndll sld thle hak ilken togethIer are to
fac(,litaell~ ine mot rapid retulrll to nlomal e.on.omic (onthitislt aftler thl t alr;
Vto ptT)ith for Ji..retsei tinrlyle.lt anid tradell [y,1ro gh irlkii g prod.l...re
on1 e I]lnlil tlled led ...I i .ii']o l (Ie rilOe 0 to Ih.l.lol exeIlV g sglbility
ilnd thlereby to provile agnlnst ulniiPteral ail Ilschoriliil'loi .. ehlialie ])il-

tfies: aid i., general to facilitate nhe expansion and growilth i inlerritlloil ..
trade. These 11itralwes lt closely related to, or ire Irojtilons of, other nleas-
urrcs Whl lihi the United States Goveri.ient has tnken in itrilit yenar, either on
its own initiative or in concert with olther niioltis, Iln thl fiid of iitellrti .llOi.a
eonolls( adlli filiaice. The T rlpartie CurreHy taDirllItatilln A9gremlent of
193C6 the bilaeral stabihization igrltOmett with I It.ll.ler, of olrer countries
ith{ re.lio(],.. tmrade idgrlnlena progrm nld tilre littrlnntionla Silver Agrti
ment of d16.a ' amwong others, telate to these purposes,. TIh( so-,alled inDI-Il e!
Act " andI .r it lt, ud the uuutthlaiiliy th!ereof
have plVided diririg h war o cooperti to txtn he Al;MIl II, I (Xled eoatIpi
and the IxpooILg of thelir ,reulioes to he tbio"st extelt ill tihe pmeros:lition of the

war Artic VII of the iuUt ll aid agrl.te.em t" reeowl l~ls ,aid stresses the
nreessity of continued ceorpatiinnl betweln ths, all(es i, thile field of intIer
lnati lRI (ollolno Cs to plianiote high leIvels f ellployletit aii free iormlent

of trade. The liltied Natios Relief nd I alitalRlon Adlmlinstrnlitlm has
bmi created Ia the first Ite, toward lte restoration of the eo nliI, of the
countries which nave be en devahtatind glrilg the war; altholgh huan, nitarlan
motives have, to a large exteit, dictAtelt our partlciltl.on in this organization,
the ,cIvyomic faltor has rpeatedly been emphasiaed as an inimrttant onsidora-
tin, particularly in deterrmininge the lrge it of the vitad States cntri-
but.ilt rl. ExlprL ort I[mljrt BUllnLk h in rLaent $tmr la1yel aln h nilmrtant

Art. , see. 1, R.
Art. IV, .see. , i id
Ar. H I, oll, 3, flbd,
Art. V, lbld

:Art. VII. eid .
A Al, V. r. V r11,. ibsL.
%Art VI. se,. 1, ibid.

"Art, VII, ibid,
m Art. XI, Ibid.

Artf IX ibid
a t. dolral lRelere Bulflet.n, O0pob,,r19~ Inl 759.

Anllnt Reports of tile Secretary Gf tne Irre aury 1938. 1941. 1942,
"45 Stat,. 143.

United States Executive Agreement (031.
T IT. C., IftW 22. le's, 411 4214

- A rypeb.1 esar]Iq. I the inOutt l-ald a..roement with Great ]wItftli (Umifted Steth,
Evceutive Agrir.ment eries 241) signed eebruary 2g, 1942. Artile ¥VI of this iage-
iji4t1it ;,rvIglte Ii Jtpart ulq Iol~8

i.n lie ]ttrl dter mlnatfo{} of thb henerftr to be p Iovlded to the Vntted siatei of Afitlerla
bY the (oerlnment of the United Kinglom in rattim for aid tan rnishied inr ther act of
Contris of Ma relh 11, 1941. her orring a..d ollltinni tbiereof shall hbe uch at not to
bolrne,, - nbllmlree ihtven the tw; o mcnitrior. , but to proote tlltlanll adra]i',agenp..
elmiiie r iatinnl betwit r, thelb i io he btinr, men t of wo r.d...Ii oeanle e0elto11n.

o i limt rld, Ihey tll ] i[allmm,]*lr trnov..lo for *rolm] ac.tion by $he Un!tel stinl* of
Amrno .iani the Utiied !iolngdonm open n oarpnrIel.atlon by oil olter i wllti es of like
mind. dinrrtehd lo pthe ..x...alrl.. by approprkite rt[rine]Jtlnnn anti lborietl, oThtapIrr, of

r)ldlllli,',lI, plnm.m ii{.. amid x11, ,ehlaenl and reolo.ptl. n l o snols. wM hich ,re the
unill.rnia fniuiiiatlons of nthe librty nli rie.fnre Of all ),lole.l lo br dinim , II)ilo o.r iII[

forin i. ii4 trimsi.nl. e i ri-trrL(rm. in iiiirmoioinl ¥muinre, inta to th redlurilon If
riifi*;t andi other tiriid], harriers; a nd, ill bnera1, to the nitIanmnln t of a.l lhe e•onlo.li

hirjetrpI got for th ii. the, jIoit deInatni, mrmade oll Airlrmt 14 1041, by the Pe,.Iilpnl of
lII nilleib, Stnl(,g if Aimrllra ,im i lbe Prime Mhisltr if tio IIintedil Kinttdomn

o platl Lw 2;7. 7sth CoiS.. p- rtijed Manrrh 2S. 1944.
I.e. far exaImile , ipit.ig }..fre the fornrllattee oli t'oreiifi AAftirm. R llSO of l[re-

,InII1ltve.*t oni ].L J ies 1192, 81n CoIg*, ist IInt hI ,e ..8Etti. Is, cul reseahly stltlezllrt ifID~lit11, Tolro. 121?, iPlor Hoolix lorl 11 x hd alx hll ,I .... alln10 , ,iirlhrt I.p in-hriaman. p 2(1, tat "hicrlnrmin aid $ t the liberatld eFnln'triei is risen1tlat tm
the Inn, IPt111 seenmmiiy or n, er I lr ig. . TI Im rl,,,lrpenlrbp P all I rI]irtrieI Nit li telt
II w'oulid im[rIrll Ie ri),eIi and Irleonrltv¥ If nil if th aeas i liberated Iy ou1r armieg
(Ljtilllind rife t ith uneml oment, in nation. lunres. (iseae, and other ton.n1ui..... of
'enio.lli * . t*siofn i.aLion'
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ole, ii, furishlting crplhal to the other Amerieai replics to fa..llAltate sound
aid p1'Idllctive iniinitraiti d(ehiOyiiell t in thse110 (eIttl'S anill the(eby to Inlcreas
thilr (,o tieIol] potelxltia Is tmnilH'ing allnais; s ai.cc.s.. l ii ha O ball its oera-
tlos, tlat a s trong icalrid has L be'ri cretite dl ,for the l eensn of the ,lndilng
pawe.rs of thi hbank ils a ( O.ll][le[ill.t I0 the activtites of the liternaltinal Bank
fllr R'a ms ru.liont and D]evelnn.ntt.

the i[lef!d Stiates ha tabken the lead I he reatioll of the find nnd lie hal k
ill order to further, lh relgh inter[lriontil c(iqj'a th e actiOn, obJeetiveS which this
Ol lil.try Ihns l)I si rliicig I a tnw for yeatis. It is hmp05sible tolherefo n to on'

FIdhr the Iwrtl",ng legibiliaon witholt taking into tie e l itt the otller steps Which
h..e¥ beel takse by ihi snitiry to alkle this pIg

e
iII effective.

The slbjet 'n,15crl of thlie pnillg ells]ioli reluitos directty to powers which
uhider thb CmOusitltiT, are veshed ill tile C'ngress. Article 1, section 8, of the
(nsrititltotl provildes tlat ~11, (oTigeSS shall hlave iwer * * to coin,
Iolnomy, regllate tile vI le thellrilf, iad of foreligF coin, and , ix thel strdarim of
weights aid lea.'surSe'" By lirte of thibs puislsn, legislatlive authority in the
ip l d if hllikhi g dt4 e'4lrtl il.li an for-eig .xli aig is vltel Jroitly inl the Houts
of epresentailve, and the ent1e. The subject of tile bill uis (t~imtly related
to ol her elt e in us ,slio n . f I i rtc l I of tie CflnotutktInn, .li. ilig those which
pov1ide that the { ongress shall have pjwer "to brotw, moiowey on lie credit of
the Uinted talt e" and to regullate onlrlC(e with forelgln iati ion'

U,,der I le balking iand currelcy p owers of tie Congress, a pattern of highly
,onplex nd I lterdcjweel i t legislati oanA hblln bhilt up during the history of
<ir co}untry which fornis the bansis of ou prirsent ttationnl cnrrent ' and ,redit
strulture. A rerent article by Myres 8 Mcl)oIgai il Ashber LalS noters this
development and states:

·'An ]Tintr cate ,etlrk of Interleshlag [egsliAiorx hals thetn built I1poli the 11t1ou
tllry atid (.lrrenCy lower of C.onree .I hls log b.ele. rIll ogtlz.e that Congress'
,na0etary powIers SisilLed oItr l' over tile rlallotls belwee domestic and

.forei currenc.y."
These laws provide, tlong other things, for the nlaional balnkilg system: the

Coina.e and rcoina e of metal; thle eireulation and reilemptloi of notes; aid the
px,wer of thile Seertlny of the Treaslry with. referelt to these 1tatter" Ofn
particular iMgnificanuce. as rlated to thile pending legIslatilon. I, the series of vitally
Importsnt statlltes whieh have been adoptedl during the last 35 years to lk p
plle wit the inre lainily eolpx fiIlaeiia problems of the twentieth eelnt ry and
the drastic chlaige of the poatiion of the United States in elation to the rest of
(Ibe Wold in maftters of industriat development arid finalncll power. The Wedetl
Reserve Art of 1913,' and l lnkikg Adet of iIW,* alnid tile Blanking Act ofa ?,fi 3 hlvye ben tiesigleil to Istrnlgthen olr inationa l hal ki g sitelit £, in the
light of present-day nerds. Flilb, ioawers have bien granted to the Er'utive to

OSee. for INp*, mnrleis New O..o.rt. llltl in World Trail, Nationl l Plallning
Anoetalo.n. Nygi.lr I 1944. TI. 71. 1181 .s. It. R, 490. al'h f.i..g, 1 aIt ls8

Treatiea ad ci..tgr,,oaital ,eltltre or P]redmtlalnI Agreemels: Interchangeable
alstrillment of Foirelian Pofne (145), Vaie Law n r iizlll 1S.

U S. C., te 12. ile. 21. d t q at se. . at s2a1nt l title 31, a l. 1.at seq
An lilteralnng ,rinlio in anion with the general ubjelt of this ienmIma..lll.m is eo-
tlnel in set' 212 of itle 1I, I ollnows:

ltermnntional maouetinr enaprenee eommlsaion*r--Whelever the Preshdent of the
Vnltl Sbq tes. shll ds ennm thnt t1he inlted States aIlloul he represehlted at ny Inter-
naftional anlferone a! let by the lJsltdl State or ..ny other eollnllt' wlth a Ie1. to e..ll.in

y mintrnat.onal aIreent a fixltr of relative vlrue bupen gold and silver n moniiy Iy
meanJs a a ommon ratio. betweW P thra, iai, wth frel .int*Ig, at asbh ratio. he ray
a npxint five ,? aalO mm Ilne t ic aah internmatIn l Ionfernce ii ni far ,rxtsninn
if aaln eomml.stne, .nd for all reasonable x x cl..fronnetted thorewith. In, li lrorejl

Ir Ihe Serrtar nf Stite ineliTding the proriortlon to he a.l biy Ihe Intind Statel of lhe
ainlt eprnaes of anT Sl 'o, urllnrcv the alim of $1(0040, or .i n4iah Iherenof a inlay be

nee.nsnatr, iC Rro. trited (Mar :1 1997, e 87t. I 1. 9 Stnt 2 i241
llits i piOn ra that nearly (I, ymers nho 'onress had ilntirated he neies1it nvf o

Intmen ti, mI elntferhere tn s.erre "Internaitniil a erelhemt" Tilhb refrrm, h to e itrin at
theP nrohleni With F ,li e, al re ger*rall .. one.r nd here. Thi f nt tha thi ri.lio. ir
iotq llin~d in leln ntin, dec1na With tNhe ixos t ic nIII qF1t oh utr lomraeistir Lurrency
airtr~, rjrlw krte; wilh I F lethelis heren ranlnin;lnu

4?s 4at Ila 2¢a49 .Sb. AS4
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tilth'e it III Itcd~ w[[Ih litI[I i.i. l p ilhltsI[ of tin !tbt(Itg (!h II ttIrt. .lt(dlnblbg lro-
W]lellbsft, ail iBtlCla1i~ilb))ll h;tiralser.4

Mille riin.t[yr r(ll d ii' he [r...ilrens with wlhih tlwp ellrrtilt 1,lslatlIo n is
{tIlleerIbt',d lt! a serijs of ICE........I ;SlIntIes eTC,,ctid $inI' .... 3. I Ihtm, dit'h III if
t], Ag'imtIIttIll Adjlustlltet A, of Id)D8[; aflticorA." th, SIilelly f the inns-

y,'' iii eOlnIlloll Wi[ i (Il F..l.nl IbNrve bnlks. b to llrtrl!ll{e ixteis ive-
fltil lCIx 'llti& ll' ill tht t!eilt. IlbeldIg eiltr ttle t. tih t '*thl. 11rsid A II(1

·* ~ i~ itl thI i Pri.gil lrtinltei ,I II lJ'stld Sitit lls ]8 id',teirs*y
iiY N lh hy b(tletkl f ] r ilti l(±Jtrti li 'IC1ill th{w aillt of it] (Ilitei yI of l .y ither
<t8 .l..ll].i..l. r'; bll( /s. h till sTl tll : e :

"ivy pr0Ialltibon lo fx the weight of Ile gold il(biu ill grilars blh'ntl- hs
fiile aulA also [ fix tiLe weight if thI(! SHYCI rdl"ar in grtdfls Ithl!t (,mbs fId. II }
Ilctiltit . ,lx,,Ii ltir;f ill l (! i ,l I til> grl ]I dldIr ni Siih I mrillr . Is I ll b* ii Cn..1

fbtIgr i }ll fib , igtillS ht l i i-rg l+ (lJ'I It i l d dkJ ,i lllt [ ir(gl i 'li¥l ii r tilt(b
to 11il,' l.. .iii ii"l, IelttI lt'ir lbIgi , I~ spl] todd aid , iI'*er at thIb ratio 5olth I
or i[i I st t(,1 fhe Bel¥(ril.I. t l {f b tetl I lild g t fls h rlers I[1o lie t if,PO mk, lb.t well fi1
Wjxilel-l/Tl 1t . gTp¥O leliytt rIi the lirIl+

i whirl Ihb i[tl J bItwe tt
¥rlIl4 o, f I g (1 Itla l t} llrt i lll-elt3y tsstiild by lhe ]itjilelo d Sit les dtiii by ..lilly il
plFPI'....llIor gttterJ}bill. is ,,si hihlid.1i... e, pr(ib .rl/le l ...i Il rlriS X lh w ight Of

l](~ foti ~ld~i i1 Ai O {'b4ilff 9ih 1h liltt' i be1 50 g1,lqe. 1fj101 * III

Slin wllth rclt'einv Io our ir Olictayir bdlibtnivll'lld the( f l.tIuiXiii illl'l/ vilhie Of

,'hi SHilr, Plrlhlse Art of VWl193 atlith(rizavl t]1t Serelqtaif ll I Tle1ii surWy,
ai)bilIg Oihlie hirsei tO jrllenh 1 / i'lv* it fitele tr abl, i,' nll I lto Ii¥e gae,

RIIiltel, tr Irit.ll.ihi the i n. * rb[ [nrj'tllB x] (ll)c/rfiti *i * Of
1' I Ti h e]'})( Tb {'I O( f J lify 6, IfM'i. ii 'nt iric tIj,, * llltoIt prurisile with rift.rtile'l

llhr ili :Hi dilhlue] te' Prestdent's ii t liund'er, 'lirii l'U if 1, G()l(

Iilirll)tgtt pro¥isinn i)s Inllh r'f(relib to he (i Ttlritrtl ernuilt 8t riotlitl' ~rle eonI-
tallled Ill the IRo( sltrtlrftol FInll-I' (roaltlioll All," as sll 8(!,qmrIvly anwndhd,
nd ll Ihi [tgishifi e.n with ris.il t lhl I i Bnk lrorl i...r Rkiiik Ii .rece.nt years,,
the 1]teonsitl'Utioi ]iIt... (ThtpgnFino. I ill ,jibtiO wilh fhl! p,(retar3 y of
illthe 'Tnireasry. has benol Ifn ib/ hlt'do tflibtawe l o j wliio.. of o er 'tiit oirplmnrtih)

h111avig it'h i ...rt .tll f ..reigt, a.etiitles, thil (illhilg lb 1)eftnneSl i t .11'1s fr(po[Iaolnlo,Itle .Met}l lt'$rl v rw ( O lratitiiJl,. and the! hlbin, h~i serve (,li o']lttlrm'n
The [ffiet of b{hi. s tlIelies I. the ihlin..tio.'Lnld] ..(....RiOtn el vatrlem of tilh

ilutm[ sItil, {Ills t, VOy ¥ ' Ii gpllt~t. 'f (IbOtlls p~OliOrnie IWvr of the i Jlttpd
(tbrbttl 1`til1~ ill 1Wofon. d rl..d. t'... IaIIt[ tihr..g. y t hie I t..l. nlni .. Ilt filt i.I. I

orl"Id lhebi&¶er P illjbIl, 0 h....gli 1. .... hid ill( dnIptlrl] pbilhy with IIf .T..(.
Tlo InIt.ll...1y nlerst 'lttle, ,ltOl dollre' is toda(y the eading medhmi, 1Ii hI wolrld
filr tite seLtinIII (if JitltIa'l...tib .I tnl trll,..it...s., ally actinl t} ri!alUe lhe dollar a
itt reIlrltit~lt gr1l] f{'v (xll[ )Cy. Is atltlr' of ltb grefmlltl (I()IIIUC! 00therJ*

In O]Jlbp ... r... .it is jln ... Nb4h for the .l.grell In ewris I i] lslhtlve
Inow~rs ill It', fCihd of hclibtlng and etirretly to} tiny inb...ortaPte def't without
rff'btir~ g bJ~IC tlur foreignl relations. By lbt 111{ tok,.. It in 11 1ishl lhbb' for the (!oe-

prlyirft? Sy ranile~ sr1 2 of the n lt Iof Mrb 9p 1O3tJ 4t4i 9(tt. )I irittill, that

npblm T- fir~1 Fe ellr i ubn, ur ii,,lt tr bIl h.s ill e1 rt-r ellrii ilie 'i, the ll, il rl n e If.

T *rite I S, lts Pr ... f'. g i *ht. I (. l , t. iu. .'e ] o n ii li t..e di, ] T ,

(49 R.14
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gr,,ss [. h If ltlr lir ml(lllethlly il,11it1a ill thle i3Mil('r iltii(>r I livid iitliilt takilg

1 ' lit sl ic gtIll . !JW ifftw i li'll hlr sop elp eiy n -~luir id fa'. iS tO efi,! fli tltllm h
tie. Ii woutili tg prbtoiall yi( of 1 (Iifld , S i (I oIdt'tn] lj 11 d ,lw th ...I
[)lbew¢,ll It pnr.I l d ustir r il a jir'ely f!lpigil /IbilkI ry iiha[tf,[ I i ;hald

t iike~*l c b newO y dif.i.iii tlH tO inpitrL i s utltnIlittcdd, itlli .,gislttlB i llIi'
· 1 ]Bo1· liit~l) (aly~1. is he!oild tl; lie s[iT Oi th! pi(%lMl of C,,toll s Sill[is ' St ilyWllt.s

ligltItSilli in tlii fild

'IThep Cul d Itpstrxv .Xl t or 1!)fli s o:i SgLlIi[~i tI /lli1iak ini tie h iu Vlo of otlWr

}ltibuloai'llep visiions irelriu uitaluid t1wir!ii ~illi rcf¢l~*r to sithli rlrit/iu% asLl

]I rl.rve hIilbS wi rstacth notI isslt'pq; FIra I o e god egotdserves
ite,, nuiil.i of gold; aid the Iitl]iiitltoiif eiliiti ig ]lutes'. Bt } oirf ] iltl
... [t 1...I....tant !elloS II llis hitsiric jiet, wh lih dial] 8 With ol r doInsIg, (it-

D, (cy strrlurt . is sectioji 10 theeofl jiv)Iidtg that "F,, the1 jflwM( °l
Swtlhilizing

il! khig, ,g I ,alue of the clilir, tlh .'(tlil' i I( Ihtei Tr¥iSay.I I i*
abtburl ldz]A( * * tO. deal in Lold anll forigil 1,ange an9d I*k1-1
idg a i fidll if $20KMOOO).0 i friis Ilurpxs(!.

Under this attirn. which wila e nattdrl pili'slatll ttih ll.t' ' ih f C(.lOgres w'ith
rp.reintc to .ili(ttry . I....1.t* , thIe Seereriryt I

f
ILl *Telyl bsll'y rh, rriel (tI,

extenslvt. Slalzatio) ()[)nflitn .. througi d'tllllgS i lfotjgu PXr]liaIitp With
th IIll"poitl OI Ld e I¾Phi1TLit. lie Il llItct.d 'ito i lill]! If bilalta.l bihiliZl-
lion algre en1tqLs ..

In 19;3, ctihu'vg under this kihOl'y. ithe ..rc.iry or ih, Tqrlsury eIItelt,
tiltl. ii allliiiti..I ,gI..it will ottIer I lnld fitnlg I irl naio s of the,
war.Il.Y TIlls ag...tneiolit wIa designed to aemniilish []lby If tilt) 1rprwSei of
the Itteniratih..mil Milietury FiIIl. with which we' a,, e rrletl'.d. hIip.' it was
an eflo- I' O to l ll thromlgh hntr'll'la.i.Ni. agrI.,uttqut with iiOt ..... ily roiot*ll.S Of.
DtprSslng Ill ... tl!ie I )II(liii It wis fhlly ititth, l [th owr of th, eettiv hre(!"h
to elter nllto .r..kiir ti} (old R Er'i.1 ;Ait, Iand oio flitir ligtlativ Sailrlii
Wits l* ir C.,iigr11 ,.ns rlllrl'v8 i]l ]this actIon[ib , I Cip]ictlo wihn It +Iewed tll,
authority after ils attntldli had ihet b ht])lpd Pp tile ixUtIll i it . l..I r }4thI g')nE.lItq

O closely Was tllhe 1IfU Itkrell..i.il ind f'il sihilwizai f liiild Ireat~d llldtr
sectlon ln relat1d 1o lie tiIsl oS (f I the lnio.p0s(1l tl(fruliitiorIi Mo..ttIary Fuda.t,
titt it IS prIorSllol tOw Iltlliz Ithi lia.illbtItlif.. fi.d. (o th.ih . .xwitl of )0 p.. r..eIt,
to i Ill iart tilh expenses of th, U nitel Statis snl rijiloi.S. .ndell tile [ndiing
bill Ahlso tlkhllji)il flliltil lioi th r' iuiiill' live Ollr ,Hutt of 19313, *tlIt,'ed] ilto
will(]er Il oauthlority Of titl, III of tile Agrhi(!htulll AdjtillSdiltt Art If IT

9
.

1

TbO EIx]ort¥lt]iu JI Baink is a dAru..li 1.. titut.ol ¢ratid by Cmartem3 to
flurtlhle ll, for)eignI trade of he Ulnittl StIites It is aulhorWizd III 'disto/citu

Stiti's · * iii{ lildly forgi,t olilitFy I I lt".i(n tilis tlur"4. IBd, ili i
(he [ipproi] of th, K ¢et!try IC Ilh '[1l'llsl..?Y, to b.rrowx lll .l.Y lIII. re ?o/lt

Iots. draft, * * * for the MIP11.DtSq forilsmilc.'"' Its printipal ll)Ur e 4
it slbStnel tlo aid UO1 fl [ittd ltat i>Xl'Tt.i s to obtinii lusn III ifb n Iallk.ts iii , rl
toollll i Ilslt I.[ I I j]I'1,1iii mIlli]llS In lL futjil ti hiu Io tItl IIII 1>hrO its
p(uwi'r II ils', k"ltut ilrill ,g'i Mil'lR witk o ilie ii l i s i , IlTl -f lthl'I Ite ll'{
rptlttlumar of a fl iM itc lilt[h (!qinitti SiTinilll IIo the (A )(lai(,lq llh 1hich thli fII .ill nily
I tllr Itak.l Ai rxaiiil p i ofr this ly fi o(lrati ip hIll Si til1 *'ed }lihlt AtoailL]a

1igronetl NI of Mareh 38, I,9,tl wl¥th'y .l...Ig IIlhr {thing tile ]]X]it IhDOi't

if *)lTOXltllty $20,(:0O)O fIll Il]) ] 'C, fi' I ilrpos (If I itkI4lhig I ..l I

l II dIbI Stlls uItI Ibl'z 11 [II tills glithl nI .. u. .xll mlrtut Bil "I"
19tlt-] I'l[t aid lit ib.. v,mig Brwttlzs ti Is11ull' tattitI UiriiioS [im th( lvt"lopi1 [
(I hIllm Iil

t tpr, d.. l[,tl I r Jl ,Iltrkus k Ill hesigrditl tt, rncta(tIut p, Id...liI cIaWIIIY
Of t]eY lI'llzi nitl rlritlu amir] Ier tra2e vil* , h l[!1'r, Sltatu [I) r ...Op ath
, Pi f ti, Al i'Ill/ rujiitf rlelIrl "IO rs irCllt ll id ItI hhraluiglh t[1l exkustll i[ Of
c!re]it I f trior ... 1[..Uliu p to erldlhl. thl. G'e.Inpuiuu!It .f Ilti'tliI Il l IBl( i! ] ltu

~ A nlIIIf I Rpp,,,r ts I f Ih s Ifar @1 I I. Tr!1,rV 1938, i0 . 10 1, I1t2

pIledtaI leso Jiii til Aerr..r.. eItN (6Th.
-41I StLt 4
II ¢leparh*mt (If stat) tres ItRtlease. Marci II. 19:1;. Ilo) XX; No 41. PuhlI,"lino

1207. p. 174
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do wisatil i .treslt (t lle Ti(*sit 'y xelal l wg~Withl disrlngpt U 4jorm al pn rchbas
fronm Ilh Ibdwled Stqtes, o toll rapidly de'lpiti l Bra *il, Is Ninj'[y of fo risgIt

UIlltin this IA... ilin. credits lx,, sinev be,en extendeld to BInlzl for thse pur-
pAd,!.- In tbits rsla,', Ihe fur..lt , sll of the E1.xpert litplot Boak are fiAitIt,
Io I ci 'Cr5e l... lS i1f hlol pro posed hIl pst lntol a all tk ald ar( d,[ig l.ed, so far
Is thls coulr y i8 A.I....c..l'iiI Iiruugi he snaking okf prodUcti.. Alna, to stimul ate
lldlltlrb{il develn.'1,itt if foreigrI .. o.i.tr. es I .nd thereby to facilitate expans.o. n
of Uniled Stist foirigl tilidt. 'Fli, EXil)orl I1por't 3i1nkls IS th!refore 1 a domestic
or .ganlzi ttlhi), ,itd by dlnsest, Ilgirslation. under the ipower, of Coigress, bit
WiI~Cltits nlliOrtailt I'nliH!l tkis with referprice to our foreign, rptioni,.

I il, e aidte of Ihie legislatie a, referr.l. 0 tolla ove anld nternatlonIl u1 -
derstajiillding ,rri ld out OM .(l .i..ir ill ,ll]alort thlle Brtptton Woods lagreflullenll
alld thle istlsi g lgilsidliorI lit a, a L)IOj. tioi oif what has ge¢l l¢tfor. So far as
this ,ltllltry iS (tIl(lisdll] the inupoe If the ilned re! ilabted to 'aiOd an Axten-

i}o ofn tile flndolaealltl purploses illdlIclyrigl tllit III of thle AgriElUral iAd-
Jlst rlleit Act, of section 10 of t he Gold Reserve Act, of the iilateral 8tnb,111-m
lito ligrent!(.. ls, lid (If thile t'ipt'lite stibillzilloii g 'r t lmet l of 19B3 entered
into tillqrcrltdi., fir Wlil aS of ertailn of tile IrL.ll..ll opcratlirn of tlhe ]rport-
]itDport BItilk, Thi, prld.ses of toe propoml Iinterrmoint I i Bank are imnilar In

i.l.rty rtlqlects llt those of the Exor..t-Import lDe lnd thle e tw o woul ii oera-
,illi pomi*letiet el*c'h oth[' soA far is this .o.nl..tr is Y miiervl , Ie, nd teltrt:

]lilotl Bankmln aill inl silputits of special interlet to tile Unite 81t ates. To te
lki(t (hat lite ltrHtaipHlal lRank Will prov .ide fn tsr stl4ailsl i the consttrcu
tmu If cloup ies DevlStated by wily. ili rPisaM iiS ie also ch,, ti tuatlon, 0f the
iurloses of the t ongres in authorizing our part0,ipdrin t In the hittell Nations
ielhif and elehjbilitation AddlDll]s~t oll,'n Ill faL, tile Iro pmll for the lnter-
kmliittl] Bllnk i si liitl.tr ill Ninle rlkts to prolpoals whilh ,were dlllused
iihe Itouse of ing the odtsltI. of tile UNLIRA lebls-
litlrOl, proviihillg for Unitea Status plrtlipiltion in C 0rpigu ho.r' for rfonhlsiiert
flotl pii"ti'lseth

It iz tre that in one' inl.rrtlln t reael the pur[ti of tile pending IgIcslat.li
are, iiIt..ositdll t 'till .sistilsg l;w. Iasatrly, W[h the s-challied Johonl Act.'
w.hich illnlsS i IIrIidoi, ]IIm ithe ti> wr ,'I )Prolit oI* ti itlts il tile itliteId
Stiltll ihled I II ...l) i fiplll'lil givtrIItlleitts I, ldefllt.t to tile Ufnit.d Stale., A
Siptilr 1rtvlsioIl is likewise (,,ihtitIetl il, tle egigslath.n (lrating the Exlprt-
I1pdi - It Bn..k. Tjhis filct, however, reefoires rather th] II rdletract from the
aglllalllsl that ti wer if Congress is ivoled il ils leislation. The

.lich,, Ai, Is lgis]latiInI Ielloncte ill this field by (!oIug}ress und"r tlhe pilr5
wlth{ {ire, {ivove here1,. I is o u iltillatllhy rliated to tile laujet matter and
poirpsS of this legislation, that ils Ioutinlic existetlee ibt tlill(sdiflENl form might

,See s tenei ofI Wi, rin Lee Ppirlon, Yrehlenl of ixport-tm port ank,. infore tie
sutbsiqntntale@ of the Cqrmnlte.e on AVpIntinot or be Iliti.o nf Rltrrpttstnttvn , Mitra

Ie N t Import iallk of IVahilngt wa reiaed tin 914 wIth broad lnklg
,Iv .NIfllIt l,sr am[ I tri lb. ',,itehAie of eudrn tiiu between tIh

tlse tlevrloejIllt of the forepin t.ra... I nd I lii epaMrielti if world markets of Th. Ulibed
SRitat. the (o1gres in S.it ..enier 1.4. Inesed Ish deniltrl ai.ilh,,rity otf tbe ban in
lrder to enable It ti iali e] lrpa, inter nli, to dlevl*p bth rsesorlrr. stillblze the
ero.ll..... ..ul ntigt in the oldery marketi Jig of r.le.m ii lie .. oun.trls of tbe Westlrn
1(i..lui dher,. TPi bI..k is althoiried to h¥ve Olit0Ait.i..sIg at Any one im hIoans or other
ii}}iur t lIlls to It ng.iregt lsr iotl in excess of $700,80Oi000.

* * * A so el lll,]. it mitlt be jlibl ..ilt. t hat oalber i{ .$4,000040 eredit to
the liBeirijan slle] pnull, the hallk bas opined eittlr, o rdif at nd madle ricdilid.oal eom-
llitllH ilt, o ¢r mi? isl, a.()0b ordlir rs il-b h..Ie ,alreay be*en lIntel in tih II nlted
SIats¢ ip i, ti. lee ll.t tin. . thH i loan h1nl involved over 5.000 indilvidul disburse
neuito tuid efiori li fe hH edit iss ell-n Uilise]d there will sa.e iel, A total of ilore than

00 tru.4 tions. SIr,, al pltln n revail Itn mnify other reddtl .of this trEf.
''iiere ar at pr,,el on Ie bookI or the hank 120 ]npu u n1n dom liiments, n..iog,

Ž florel~ cov-rismei tsr ih h nrririe or ratsntli thref thro Al e hankl hno at 'rIsent
entered] B1I, 2.1 eontraect wIlli 2[ A ilhil A-ican banks antd 176 eotrtatailth mlT1 TyitdI

I.st e. bali nI prsi i an to I i Ih blettelr* o e[l reh o].41.l iIr I ahltris e.men made from,
til to tII as is .r.t i ffarieted ftroi the i ' liidl Stntes" (norign ll, Rnomle Ad-
mi lnrniliih Is appr'ri ati n [isi for 1945. hearings, 781I Cona. 2d Isl. p. 400).

.1 Re. 226. "To provide foi, a entral reconstruction fund to be ued In joint
nee.int with loreIgn Isr.n. I....ts. for rehabilitation. itabIhiizatuon of e.rr.u... antl eeon-

e .i.i.i and for other juFllpe0;," 7?th Conf.. 2d a;.ps. hotroaldeil r.rulry 1. 1044.
Ptie proposl. was di..ii.sed dring Ithe it o na Vol UI'RRA, January 20. 144. 90 Contre.

.ieti]s Reorl d 4191 Il el.
48 S it 574, 'An Act to prohibit flnaneia transatlonr with aV gorrnm nt in defauilt

tin I i554 stat ou to the Un ted stares."
I 49 Stlat. 4.
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raie quest1ions 4aI. to the ability of thile United Slates to plrteipate in the fund.
It has iuportant effects udon the foreign rcltuions of the I nirted stales In a
n ive selaei if not lu the si ,lve 8nse tMhat the ii lig legilslationll has simh
effelit. ItIs ionseu..ently pro4,Ilsd n ti lls legIslation to modify the Johnsou
Aet n11 the llgbt of presentday e riegenis il nid tile ails uuli purp(,se of theS Bretton Wor ds legsl1ation. With[OIt enIterirg into the fleqeatlly dehblated field

'isclfext iin traies, it is suilnitted that site(he e Sre;ie 'loelIl i, not
iW a nsI tiul to alndify the iolicy set iforth in ihe Johnsoi Act, its cxilstenna on
the sliatle bok.s of the U nitEdl Stabt iqnnke's It desirllbhi for the review of this
policy as iapplied to ollr I..aiie 1pitl in i the lrettoU WoodIs ar..eemlln.tS to be
madle by the Congress,.

With rorrrPnlt tIo the ower if (CollTe... underI the ennlnerce . l use of tlle
(Vensti tlion.. it h hhslu noted above that the Bretton Wooxls agrarmeats have
Iniprtl.lll e.lel inl thils fide anl on tin ldtries which w tils (oe'erm.ent has
piursued fr tlhe pill.l oe of pr.lll oing tile forel.i. trade of the LLttI d Stat.,
Whil e It is ensIoImary to ellmplsiz! the Opnn(laI alSle(tl of the fund and tie
bink, their Luiprlnrne with reiferele to Amerllea foreign colnmere is very
grat The prl ision.s of tile funald jgrpUentI i dlig to the avoidance oi re-
strictions on .l.rrPn [ y Imlets and diserimlnlaory .r. r icy pra.t i.., an.d with
respIlt to onvertbtbllty of foreign-held baaina.s. alnoltg others, are designed
to facilitate crinnuerial intercourse betweer nations. Thell are pro1viions on
which the represen ,laves of the United States Glovernment in nelatiting the
1agrmenats have placed great Itmlortaince, as they did ulmn the slatemet to
the .ffIt that anug the purposes of the fund is the pumlx.e .to facilitate the
exan~sdion lnd .i laneid. growth of international trade" Viewed In this sense,
the.refore, these agren slnllt ouia an imllrtannt cXlersi... of lie uderlying put
*oses of tilh Trllde Agrements Act of 19I4 " and should be conidelsred In con-

Junction therewiti AS stanted by PIrsldet t hae ,t in his message thile
Cgere"ss r ..iuuendir n h jpam lofi the B Itong Wood 1 0egisltiaiI:

'II is time for lhe nIltied Statls to take the lead in stanhlshtllbg the principle
of loomnl ( (ooerl tion as the fo ..nd.ltio for expnldled worrld trade. We Irm-
IAle to do this, not by sltlaig up a 1 m11ptrgoverinimit but by Ilnteiatiol nego-,
tiation and agmelnt, directed to the iniprOVelnett f thile montarlilrj Insittion s
atof the world arid ofl the laws that gavern trade. We hlavr d.one a gwod deal Il
thosel direclions in the last 10 years ulder tile Trade Agrlmlents At of 1934
aind through the II ablliztltion flnd operaled tby tOnr 'rIelsury. But our iresenIt
enrlnI'a rwert lpowerful I, tirt in years., n, and tI ey deuotd n il tileItr efforts not
to ilaerllatlonlla ,cllaImlratio blu to nularchxy ani d eono.iiy wl.rfre. Whlel
viltory Is won. we must be ral ly to go fndwari alpitly .on a wide fiont, We all
kl)w very eil tIint this will he a long rid ¢ompliclated business.'" '

In, sunlialrizim this point therefore, it is submitted that the Bretto .oods
legl at ion aff*'ts ]imnirtanty powers, of Congress in tile field oI bahking inll
creny nd (!olnll.le armonug others Altholugh it nay be nrglld Ithat any

* ItrtallonaI tratdy or igreenelnlt may have s11eh efftet witIi rhSmt to existing
laws. therw al(e few exa.ples. OIf an intrrlslioUia l agreem!nt wlhieh ll.a f so in-
tinatly thile powers of Congrlas ill such inreranit flehis or llItlh so directly

dffect s1e i- i a I plh patlterl of legislation aIready r.ieted aid ,,I l..ngrsina i
laiicy Hitrad I ..n.llstIl' li. Flor tIhe floregoing Ire.sns.. it is Submitte] that

ualels sectIol 2 of irtlcle II of tLe Co.istltutiolr piovides the oly mnethoid,
nainl. tihe treaty power. under which, the Unitle S lites cil procee'd to rnter
all4 iirlerlntlor1iil ntl'llrlrtn'ents of this ia(urn, tihe Bretton Woods Agrmeelets

Act Ilay rons]ti tlonlly ,an,(] I in fal preferahly be salitnItted to (Clgs.s In lhe
form presenteld.

WiTi this in nind .i. i i desirable i, me f n{a hjief exnttloh of Iitiiinlctc' of
foreign n.. eotaaitiors ii whi(h apmarently the fact that a particular Interuut(ionl
ater ilectutL a legislativhepower vetd ir th, C.onr.ss was deemed to overrIle,
Ior peset a pireferable ilternahtie nietold of proe~]dure to, he treaty Ivwer,
It is inaportalnit In tiNs ('onIne'IT tII It that sim', the i[alg t..llin. tl of our
ronstiutlinnll (Iovernment. the Ex(eutive agre ment hasr ilayed a etidllin part
In our lnt!rnlmltim(, relations. Between 7 li7 and 1f4 nrl]y 1.0'W Exelut(Ie
Igr~eet{Y hatlv l been effectd. while. during the soMre ipriod, the l nitred Salies
enterdl ilnto only aibon 11 85) et ItlEs,.

I 48Sat. 943.
79th Colitta I lt Sa]. I, Y.I nd. 70. p , 1 4.

* McClur. 'Iltrnaintl l utiit 1 AI'lrlEltfl 119411 1 Atclei hIb Edwin Bnrehanrh,1
(,,grvt~malRetrd(daily, Inex .IMr.,I. I945., p A- 1205.
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A il C~ Wilsi IIrilirig9 CtP1~ If hIsIl I,,ur 4ir 11k, %ll JM Iw
I ('(CIIt er r rIII d I' ,iqaljW Al,,s ,lIy 11 1815. 11wq Co[rIgi'S, WiI, r)W I[Ik InI ilg

ils!lf nih r jtlr is i.li(itd ilt & eijlPla ighti tll Ir.pitis.x iW nP .. I l .illil-:ct*

(lil ,taIn atjliot ii In { Shipt riir( gi oaIP ¶ul.p d }iieltl tillWlil ]jilfit islt)I S (1
.,Jrlji- · t ttlesy ii pOsit II Iot air gahius111 ft11iititll ind flteiri 'idies hlat wire

ei.r Iclli iiP edll Us ( hi, ni PIvt IlL & hl , I'll l ii I II ila ilrI) dhIP.il) iSlt Il IrItl zo

ltrll ie ] t'tpi, Irl t OI .... ld' Ii Ie . i t (i'l I Ilt t he sitll thol i.r ItIhi t (iif S nIt , provi ,igiio

p),l,

;,lI1r(' xt(1it4l] iii iii ot- caeir i related r¢ts ('oiigrcls. t!oIngp, ih tIlrle1 tIti :1tliy
ta' this tegishlttioTi the UnLhted Stiles oh~ilt)lete{ dLi fit)rlrilittlaQlLql %withi Austria T

'ponithiiig fur et.r iutiity (if tleaitliltiIi for l he s'hs,~s~![ of (liii, l Itlltol illi ii l talit,

I Oll ttoq3 (Ca·grsiip l]It leg] lLi tI li 1 niditng for ,alit {ll t vifl ...i.. wi thl
t

.
. (,......it.tc , I... Iai itt, i t ( !I the l tIil!{ SlIltks atl{d O 'It

lritiltn and ,.thifii of its coliA"llld [) Ia.l . ... d.r wiih Alld'n J kairo
stlmiqlluittl' jIrO/di.io], ifter mg(OiilhIO wtill, ilil' B1ii (]I'irntvei, aIl
ililngi),Plllt in ri'lii.L. to trale hwdeIl til e United Slalu,s Inl B .ritish p],,Pi!

SgiuII
1 [yIlPttr tits ge.l....I ah.t..ol.N- lilt! Unitd stest* lurilg IIIe; 's ly8{ M

)]lti~ll'{ i'lliO a 'P i( Of tgriiie',ts 'it[I Spai[ fOi [Ii, [lhhillhtlian 0 {' di sirinuih {p
ilry tllsttlJS dutis alii[ tstmihihilteirt of nutiol .. 'ftflIuPtult 4l] slUiihiiig Ixth
r41.ltaIeI . o , )ll, P[Tierto I[tie. o*Id ouht Spanish plalssssoltst., Likewise. in 12'5.
fti. UijIhItri Sats IHtlid ]aiajot[ (tlltr(J0i ltidO I lii 1'tgrl ngi',lt ha. ithini Stlthtm..Itihlay
hbo? same~ iill ps?

2 Po11. Itt tltnita;-A notIbl{iti iexarlljl if the (xt ( S f 0 ,4l i ..res.siiltl .. f t{l
ill the foreignll fll tit ' llrt1 [,sl1lllun Iisri l l{, with foreligniI, ,Olli llte..II
he mIaWr (if (Ollgress "Io st! thIaish >M iffs oliclin []4 IIIIIII(d" Ii 1S72 Hie
('t I It.eSS tilrited I staritte whih, piovila iln paIn.t: "Sla. 107. Tlhiat for thb IHD
lSe of maiking better 1pSid rll ti g{k'n tet wiThl, falrigi (rnirHi P I,,- to I rln.ri.. t

Ihiqr i1vers * taierrle~i* tit*{ tllg Othr [ntill iilircoaTiPn WIth hmB1. he llsct ii itt'i
(alhlfl!+, Ey lil 'with th ndvi, and (tistli[t O( lb... Prsidttet, NI 'tag1 iUtitit' sidl
aaii..)lll {ostlul t.eat is . i.r (q.Ii, ritiOi s arl id I li r iPdta, ' illIt, e lie* I olte Of
{)oliiUfO Opfl Inti rir[later enti.ld Il.0,t¥ th, llited StiteI aid foreig,

ttaXnii rle

" Illtlii·1 11' ~

(tale{ UhfI a..hority Iresint Grant In ll (tet(ld [llt(o a "HVIliy urnvrnlflg
tiI fI)+ ... I of a GeaerI PIsta ]lil,," whIth prohled for .. .... usve

8.Ill.i. of reulalto ofl I0 a naste ,ll, ,I ndil l t'slmissl Oif .Corl*sr],d !e il, aH
i,'l lll]tiieiral } ls ]n for, the rfauitiatattil othe G .nerl PostIl Uillon hid (r
1i Cr]grs of (Ifllniteltili! Itl, o l i q evetv rllay to cll t onIdpr acho.a.g" ill
th, iystfe, ilirI till, InTlhoIn AlthIoA(lghl ll "trat" (t I dealty d irlehirsrl l ] with,
It ,ilai nsPjea if I... I I.....l(... IIIt.d. I ,..al O(Ie tjiairs wilh IrhTmIlly il (if the
nIrttrI1tS Of {hiu olIt Wa, not I'eq{lured to I}N MIblhPitted to the *lilttte for Its.
advice and (9auiI, iI Vil w of til sIl,,itkl action If lIh C Irgress in 'tlAhou'i]{g
{lt I t}xee:ihive .i .ler in.. l swi{ h tiriitis ppr11snn iil)[ 3 till i(',ili]o fillo 1,1 ilU nO

.rIf Ptioltl {I th t,111,t of Ithe ongres Wiu thei, fliet thitl I}ltr i'. thlig to lh,
Ili...... ilisin iof ii... io I, a.td fri... foreign .m..llri W-is tutlltMt... y re.lated to
dIhltN-tc pastat ... Itttt' for liiltl- thl Congress ha. d i 11..dI i-t p IsI~jalller its
,Ilisirliutitll p..w.[S ' Th, sai111tl ]iritil iilIeIthIiIR 1,(H lid ai' ttlIalitilly with

,:1 Sl . 224.
4 11IM 2.tILd 4 Stltl P318
, hir. Tr1nt,, ll M., 5 P 7

A 4 tIt P 17.
~2 Mni lvy.n iawlI lb.:,, i6!L•64. i,;,85. teC MIeCtuire htut&riatn~lnil i.Zxeciutyv Agr¥r-

I t.Ddh i., 4132
,IT SIlit 28!. 304

*!t1I 577. 'l7 e Itam, otf 'Ie OrgLultllai...w. liter elmmzeil to the Unhvsr.n P ost.;

~Iq .aa nhifltn of wViltinm it. 'laft SrthcllnrlI oenrll"1 Iar till T'nNa tII.,., tistPnuill
lii'ji~,ti~a ruiiwulIneitinti in'l to 1. F1 11ttL LIIII OS1f. in lvtie, hr ftlteid PiTFI,rui, nintH

i, i eho~ -( e iuo[iihea] ',I'h a Inrof pr I yster of IIill.ill jht .ht l ..,.l r to Oeuma1l~*

ai~wa*r ira t,,,'hle ia..trnetl ,ith the ..o..o. I it'Parttneliti of olber .n..u IrII l, (19 OD,



BSETTON W9ODS A EMENTS ACT 539
nut evxcption in connection with our negotiation of postal arrangements withforeign nlations. II 1934 the authority granted by the act of 1872 was renewedand the Prtniaster Oeneral was althorized: by and with the advice and consentof tile Presidetit [tol negtlate and conclude postal treaties or conventions,
and reduce or increase the rates of postage or other charge on faila ntorte * .* between the United State, and foreigno muntri ef. lS. Copyrght arnd trdde-,arka.-With respect to aopyrIghts and trade-marlks,the Congress 1b also texereisd in the foreign field Its power ur dr artile I,asection 8, of the Constitltion "to promote the progress of seneu and useful artsby weurolg for limited times to nnthors and inventors the exclusliv rights totheir rvcjtive writings and dtv~deries" In 18, 1 Il, a statte mlkig ealnl-pitehensle provision with resi et to copyrights it was provided that the bnelteof the act should: "only apply to a citizen or Subject of a foreigt stae or matnwhOn such foreign state or nation piermlts to citzons of the United states ofAmerica the benefit of copyright on substantianlly the same basi as Its own lt-laens; or when such foreign state or nation is a party t a international agrenat-taent which provrldes for reciproeity in the Cganting o o pyriht by the termsof which agreement the United States of America may, at Its pleasue, becomea party to Such an agreement." eUnder this legislation, ezctmti- e agreements on this subiject were entered intowith Cermany in IS2 ~ with Spalt in 1895"; "with Dtya in 1915 with Aen-thIn in 11934; and in 1911 with France in relatlon to rights in Chn.a Withrespect to trade-marks, Cngress in 1881 ellated a statute proididng that"ownller of trade-marks ustd in eomlmrce with foreign nlutions or with the Indian

any foreign tuollty or tribes which by treaty, covtlo, or law, affords similarpDrivlege! to ctileus of the United States, may obtaill regIstraton of aueh trade.marks by compl ying with" certlin mluirenlents. IUndr this authority aglre-meats r)gniiing the existene of the reciprocal requiremet were co-eluded in 1883 with the NetheIands" and Switaend by exhange of diplo-matic notes. A smilar agrelleint was conciuded .. in la with Great Britain withrespt to recipro bl protection of trade-marks in MorvetoY4. RJlpnitfy , ith Canad.--Wlth further reference to the exercise by Con-gresa of its polwer to regulate foreign commeree disussed In parngraph 1 nbovWea notable einmple of eongresionnl action in this fheld is the act of July 27 1911,
In connection with a proposed reciprocity arrangement with Ca..nada. It was se-,Ifically agreen between the adminisfrAtion of President Taft and the Canadianrepreseutatlvnq to enter into certain tarfr changes not throulgh a formal treatyhut hrough reciprocal legislation to reuet tariffs in the two colintries.' TheUnited States (%ngress did In fact enact the neer,,sy statute hobut the promposalwas not concluded becn u te of farlure of the Canadian Parliament to pass conmur-oent legislation.a 5 Wortd Tellr delt-An Interestintg and Iniportant example of the exerels of
conglre ihnal P~wer with respect 1to fllan nl] arranernlltls with other countriesis found in the history of the debts arising out of the Illst WVorld War. The FitstLiberty Lan Act of 1017 authorlized the President to enter into arrnngementsfor the purchase of obligations of other governments with the view to establishingcredit }ud providing for the prtsoecntio tf the War. Under this authority theUnited States entered into a series of exective agreements with foreign countrIe
in the form of contracts conclnded bt the Treasury Depertmoet under [reel-dentini authority. After the concluslon of hostilities the liquidation of theseand other credits extended during the war through Executive action became n,eonomic problem of major importance in the efforts to reestabish normal inter-

48 Stat. 94.
· 2filt.L I1106 1110.

"2 MaIIOy 16S7.S Malln 2705.
A 60 LNTS 17.

. Mailoy 2585.21 Stat. §02.
I Malloy 120l.
s2 Malloy 16.I Maleo, "7R

*t 48 Congre.ssional eCord 116.
- 40 Stat. 15.
"S. Annual Report Dt the Beeretan at the Tm.rr, (1i1), 02 t. l-

Tfial&-15-4166
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course between nations. In 1922 Congress provided for the creation of a World
War Foreign lbt Commision consisting of the Secretary of the Treasury and
our--later, seven-otber members to be anointed by tile President by and with

the advice and consent of tile Senate. This Commission was anuthoried, subject
to the alproval of the Presiadent, "to refund or onvert, and to extend the time of
hmyment of the prln6cial or the interest, or botb. of any obligation of any forelgm,
gouernment now held by the United States of America or any obligation of S
forpign overninllt hereafter reelvet * * * arising out of the Wor W
War * *I ' AS a lvosequene of this legislation, xecutrlve agreements
were elfreced with 13 foreigll ,outrie, providing for vatriou adjustmentsur
and extensions of tuaturity of the debts of those countries to the United States.
The agreements were subReqnlently approved by arts of Congressa.' Similarly
the moraeoria with referene to the debts so funded which were nergotiated by
PrepSbdent Hoover in 1931 were carried out as Exeut ive areoomentr a onlune-
tion with specific aluthority conferred by joint resolutLion o Congres,. and were
tot submitted to the Senate for ratlfcatlon.

6. SiNiralio.r* as ments in World War L--During the last World War the
Congress under the banking and arrency power also granted authorlty to the
Exrutlt'e to make arrangements with foreignl countries it stahIllis foreign ex-
change alld to obtain foreign currencies. This was ontainmd in section 4 of the
Supplenment to the Second Liberty Bond Act which provided: That the Secretary
of the Trreasury may, during the war and for two years after its termination

lmake arragelments In or with fcreign trorntrie s to stabilize tile foreign ex(bsnOs
and to obtaln foreig. C.i.rec.lces ald Celits Is, each urrencies, aiid he may use any
such credits and foreign eurrrenIes for tile purpose of stabillzing or rectifying the
foreign exchanges, and he may dellllnte deroltarise in the foreign countriAes
with which maly be depositedl as he may determine all or Any part of the avails of
Illy freign credits or foreign eurrel.i.t. " Several such stablizatioln gree-

e mlts, including agr*nelut, with Argentina, &,livla, and Peri, were negotiated
by the Tnnasnry ,ideartnent under the authority of this act and were con-
sumunted by exehaiges of notes between the State lyeprtmeitt and the rmpre-
slerittive[ in the United Stats of thioe tverlin.enmcs.

7. Stbilitio.sll agreements ude the old Reserve AOct.--Similarly, under the
banking atd e.rreleny power, (Thrgres.. aSthori/bed the exuitive branch to con-
cilde stblii,,atin agmremmlon when It enacted n ection 10 of the Gold R{rv,,e
Act of 1134" The Secretary of the Treasury i attihoriral by that act, with the
approval of the President, to deal in gold and foreign exchange for the pur-
p>se of stabilizing the exehange value of the dollar. Bilateral agremats to
lthie.e tis objective hare sa ,n con.luded with Brazl, China. Mexico, Euadre,

and leland." In addition, Itis legislatlon was the authorrity for the xecluton
of tile Tripartite Carlrtny Stabllliatlon Agrlrment of 1]6.a'

8. Chiliese 1o.f-An interestin e.amnple of a, [internationlla finaialI agree
mit elntered into by the executive braneh heursuant to o)ungre'Sillial siut hOlatlon
wnder the banking ant enrre.ny power is thle agreement with China of Mareb
21, im2 providing for the extension of financial id in the amount of $I)04,XOOON
This agreement was authorized by thle act of February 7, 1I2NV which gave the
Seretiny of the Treasury, with tile aproval oIf the prcIdelnlt. broad authority
to "lan or extend credit or give other flariial aid to China i an A m.oun.t not to
exceed In the aggnregate $50o0.0)00,0) t ,uch time or timts aid upon such terms
,s, bhe Secretary of the Treasunry with the approval of the President shall deem
in the interest of the United States."

9. Reeipwrol trade atgrc ts,-Of all the examles] of the exercise Of con-
gremssioal power in the foreign field one of the most notable is the Trade
Agrtments Act of 10934 which provid, that the President shall have authority
"to enter into foreign trade agreements with foreign governlments or instrume,,n-
tllltie tlhereof' for the purposE of expaUlldig fo0reign markets for the products.
of the United States.' Under this autorlty some 27 reciprocal trade agreements
bare been entered lIto and promulgated by the Presidelt, making prosiyon with
reference to culstoms duties,, moml-farored-ntton treatment and reciroitly.

o 42 Sltat. 365, 125,
· 42 Stt. 1ia6; 43 Stat. 20, 136. 719, 720 44 utat. 829, 37 377, 78, 38; 45 Stat.

099: 46 Stat 48.
47 Stat. : Annu . RP. t of the Scrvtary of the Tlreasury (132) 34, 286. and 200.
40 Stat. 965. 06,.

" 45 Kta. IIlS.
Annolm Reteorts of the Seeretry o0 the Trreaury, 1935, 141. 1042.

' Feral flee BUlletin. Octaobr 196, 1i. 79.
fen~rtmcnt of State Bulletin, Moreb 21,1942,. p 26C.
be ESast 82.
iS8 Stat. S43.
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The a't and tl, agreements negotiated therener hare constltute during the
last 10 yeaIrs the eorleTrsone of thin contry's foreign eonllomi policy.

10. Civil avimuein rnct.(knnrti1 power tnder the cwmenrse
,nelau has been exerised in the field of civil aviation to facilitate lntrnatlonal
negottiations with foreign eontrles for the xtensionu of reiproeal rights for
commercial oud o>thter types of airplane travel. T hese statutory provisions and
the ,iogtiaiions with other nutrii hereunder are similar in many respects to
the developments in connection with maritime navigation diasnssed above.

ietinu 6 of the Air (ommuree Act of 12L,' as amended by Setion 1107 of the
Civil Aeronaunis Act of 193,' provides in part, that-

"If a foreign nation grants a similar privilege in repet of airira of the
United Siates and/or airmen serving in connection therewith, the Civil Aeromau-
ties Authority may authorize aircraflt registered under the law of the foreign
nation and not.a part of the armed forces thereof to be navigated in the United
States.'

Sc~tions SOF and 110Y2 of the IfM8 act provides respectively:
"Src 802. The Secretary of State shall advise the Authority of, and consult

with the Authority contrnyng, the negolisaion of any agreements with foreign
governments for the estahilmcnt or development of air navigation, including
air routes and ser.ic.sh'

`Sn,. 11A. In exercising and parforming Its powers and duties under this
act, the Authority shall do o co01sistently with ally obllgatlon asummd by the
United States in any treaty, convention, or agreement that may be in force between
the United States and any foreign country or foreign countries, shall take into
conideration any amliubie laws ad reqlirements of foreignl countril and
shall not, in exerctising and Irformig its powers nd duties with respect to
cfltflrntles of (omlvniellce ind neessity, reatricrt compliance by any air carrier
with any obligation, duty, or liability imposed by any foreign country"

Under these stalttrt the United Staten has entred into a series of bilaterall
agrttonrts with foreign countries. By an exehange of hotes with Germnny in
May AM. each country gnonted liberty of passage over Its terrltory to the air-
craft of the outher lparty, It being undertood that the establishnent and operation
of rular air routes by an air transport company of one of the parties within
the territory of th other party ** shall be subiect to the prior consent
of the other * Similar agreelents have been entered Into with Italy
in 1931; Sweden in 1]Dl; Norway in 1033: the Union of Somth Afric in 1918:
Denmark In 104; Great Britain in 1M;: lnd the Irish Free LState in 197, among
other..s One of the most signifitnt of the*s agrsments is the "Agreement for
Citi Air Transport" between the United blates and Canada dated ebrunary 17,
1941r Inrvilding in part that:

'An, II. The Governments grant tlhe rights specfl!d in the annex for estbn-
lishing the international civil air routes and arviees described Il the annex,
whether Ieh seevices he inlluraLd Immediately or at a later date at the option
of the Oovernment to whom tile rights are granted.

"ART. IV. In order to prvent discriminatory pructies and to insure equality
of treatment, the (overinmnnts agree that:

"(a) I ueh of them may inmpSe or permit to be Imposed on air lines of the other
state just and reasonable charges for the use of publie airports and other fsdll.
ties on its territory provided that these charges shall not be higher than would
be paid for the use of such alirorts and faelitles by its national afircrat engagedl
in similar internatiornal servke:;

"(d) Neither of theA. will give a preference to Its own air llnes against the
air ltnes of the other state in the application of its eustom, immigration. quaran-
tine and similar regllations or in the use of airports, airways or other facilitties.

"An. V. The laws and regulations of each state relating to the admishion to or
departure from its territory of aircraft engaged In International air navigation, or
to the Operation and navigation of such aircraft while within its territory, shal
he applied to the aircraft of the other state, and shall be compled with by such.

44 mtat. 172.
· 52 Stat, NgR.

Itwd Holtates E xeutlhe Agreement SMr. S.
* UnlteA Stts Exeutive Aremolnnt Snies 24. 57, 504 M. 71, 110.

S Bfhto Dalt'e$t Bullesti, ebrilary 15, 1946. l, 805.
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aircraft, upon entering or departing from or while within the territory of that
state.

"'The aircraft operated by United State# air lines shall eonform at all times
with the alnrortbhiness requirements prescribed by the competent aeronautical
authorities of the United States of Amerieca for aircraft employed in air tran-
lprtation of the character contemplated by this agreemeat.

"ART. VIII. The aircraft operated by Canadnin alir lihp shall nnfcrin at all
times with t 1 airworthin(!ss rlqulrirnLint pvr( bedl by thile coipeten t acr,-
laut[icl authobrities of Curlada fjor aircraft employed ,I sir tranfportatiOII of the
character rtlletplated hy this elrema it.

"AIrT. X, The serv8iev authb rI' by tIIk agreement and for which rights are
freeified il the anex haIl] be cnid(u[(ed in .a(.ordanve with the folloinlg

"(3) HoldrN of through tickets traveling on a through interationmal serviee
may make stopovers at any point whiere a landing is maide evven though sch

landing is made at a point not otherwise anuthorid for the pick-up and die-
charge of traffic;

(5) Ilhe routes speclified in the annex shall hb open for oerstioti by properly
designated air lines at any time duoriing the life of the agremmnt. The rights
shall not lapse with any failure to exercise them, or any interruptioe of sueh
exarcise."

Under the authrilty of these statuile the United States has also entered into
multilateral agreements fur the reclIp,'cal extension of air traispaort rights as a
rsult of the Intertational Conference on Civil Avriation.m

The folgoling and other examples point strongly to a constitutional practice
whlereunder the power of Congress tis tbeen exercised through legiSlation in a
iarticular fleld, generally conouoci, to authori*, tile executire branch to enter
into arrangements with foreign governments, frequently n a multilateral basis,
or to effctuat executlive agreemeLnts of this nature. In pah cae the sublject
matter dealt with was one which concerned a function specifically delegated to
Congress in thile ConStltttion.

lit SVDWIAL ,rIR(2$ WiTU I{'Er~ N T) O ToIfNrIVroNASITr1 OF aXFF T"VI"'

It is not proposed in this paper to review in detail the familiar thesis that
tihe Consltutiton does not require alt arrangements with foreign nati/eS to be
concluded tbrongh the treaty procedure. From the poillt of view of eonstitutional
aw, the valdity of executive agreements, whether entere'd into under the authority e
of Congress or under the authority of th e President, or both, and not aublbjet to
the advice and consent of the senate, is clearly established by precedent and
judicial decision. nor is the line of demariation between treatles and executive
agreements dependent upon whether or not a particular treaty or agreement
imposes a binding commitment on the United States: many oxetqlive agree-
ments, in fact, the vast malority, have imposed such obligations.

With respect to monetary agreements in particular. the comment of McDougal
and I lan in their rmi'nt article" is striking. They state that--

From the legal standprfint the most significant fact about tpese stbllitthol
agreenents is that every one of them wais effeted by 'ongrIelolalbenlettive
.gietement. In fact, there is no kollOwn instanCe whPre {in intgrnatlonal
monetary arrangement to which the United States was a party was validated
by tile treaty procs."

it may be noted, however, for the pul'ose of clarifying the issue, that the use
of the term "'exutive agreement' has contributedt to some of the confusion in the
thinking on this snbject to the extenlt that it has been used as a generic term,
descritive of aIl arrangements with foreign governments which aIe not sub-
initred to the Senate for advice and consent to ratification. Since some ppmro-
bitum appears to attach to the term'i "'eeive agreementl[ becunae of the impi-
cation that such an lstruiment ieeessa.rily nay involve the by-passing of a
constitutional prerogative of the Senate, it is essentale to point out by way of

,~ allnrAiona l Conference on Cvil AIatif. , FIndal At.
-Treaties C.i me4snllI-l.*eUtIve or Presidential Agreemeants Itrwbwageabi

Instrum.nts of Ntional Policy l145), Yale Law Jorntal, 181.
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fIuther definition that there are several varieties of agreements to which1 the
term "executive agreement" is custrarily appiel or situations in which some
produre other thban the treaty proedure has been or may be resorted to. These
divide themselves In two general categories, as follows:

1. The clsaical txarmple of executie agr4met woul d apear to be an
* agreement etntered into by thn President, irrespective of speilie congressional

action, in tile exercise of his powers as the prlllIk mIlitary and diplomatic
officer of the Gorerlnient. These may either take the form of statements of
policy lah ils the Rioot-TnkalIra agreemeat of 19/jW and the Lansing-Ishil
Ihgrtlt-i.. of 117 '" wh'ich dealt with the splcil interests of the United States
and Jlun ill China; or they may he agreelments incidental to the waging of war
slch s tihe unldertakings with relferelle to liberated areas and the prosecution
of tile war entered into at the Crilell Conferenrc ill 1bruary 1945 " or tile
transitory provisions of the Act of Chipunlteee which specifically eteniplate
the use of force by this oultry during the ipeeent war and befere the final
ladoptionl of 1a tt yf." A {!losely rehl.ted foRin of excutive Iag[emen.t enterld into

unider the power of the P'elsident is an agreement which Is nool-xrutory and in
effect relates to a specif act .ild inmlSes no flrther binding commitments upon
his colntry. Outstanding exanlples of tils type of agreement are the exchange

of notes betwdee President lltpevelt and Forignl (ijlnrislsr Lltvllnov in IU2
relatilg to the raeegultieo by the Unllted States of the Soviet Union and the
assihment by the latter to the United States of certain claims against United
Statesi natiolals ariing frotm cotfiseatory decrees of the Syviet lOve.a'dnerit; l

and the so-Palhld lnlIh-Ltau iaglreiCle.e. of0 Septgmber 1940 by which the
Unitel States transferre d to Great Brltain 50 destroyers III exchange for the
rights for Go years to military basesa in lritish posseiolns in the Western
Hemisph'ere"

2. An entirelty diferent type of ..onstittion.l prC.edure is involved In the ease
Of an agree'nlt with oin or in re foreigl nat ions which is entered into by
{he exectitve biranch in conjuneti n with legislative etion by the Congress

nlder one of lt[ delegatel powers. While for Wint of a better term such an
agreellnt is custmarily referriM to is iln eetve agraumet." it might with
]iRq l co.ire.tness he called a enIgressional agreelent" since in the nature
of this tyle of intrulltt its pruviaitell comuld not be binding uon the United
8ate withoulit iwlislative actiOnn by the Congress, in praetiee there Bury be
several varintions in the Interplay of exetive and congressiolnal action with
reference to undertakilgs of this ,tomre. The simpleit typ of ease is an agree-
meit which is entered Into by the executive branch under general powers vested
thereil, by previons act of (ongrems; exanwple of this type are the Internatioual
Silver lren'enlt of 1033 aml tle i . tirnlatInl Air ,8rvices Transit Agreemen t
aidI the Inlernatlonal Air iTrallnsort Agr menlt entered into as a result of the
Internation al Conference on Civil Aviation ot Chicago in 19447 Scondly, there
Imay he an eCtutiv aagrement sulbmitted for eubseqent approal to Congress
sneh as the debt funding agreemenrs of 1l23 ' or for subsequen t legislative action
to provide fir the artrylug o. t of the provisins of tile agreement aS In the case
Of tile United Nations Rlielf and Rehabilitation Administration and the sub
sequent legislation proIding for cntributions of flunds by the United Stated.'
Thirlly, thelre ar exlmnples f spetifie prior conglrsionlil authorizatoin to enter
into internfiioil[l agremntt as in the eCase of Trade Agreements Act of 1934-
and Unitedl States membership In thle Interntional Imbtr OrgnizationA Iln
any of these three tyIII of ,ass the neessity of congressional sanetion Is plyr it,
and in all of these cases the issues involved ifrom the constitutional aspect are
differet from those Involved in tile {ype of "executive agreement" entered tnlot
solely on the authority of the PreSident.

This memorandum Is onemred exclusively with the nustitutionality of the
procdure followed in the eeutive leglslat[ive approach to ILnternaoltoal re-

el I Malloy 1045.
:n A1R11ay 27T0.

0th ConM., lst ses, , D., No. 8.
1 Conrealsional aRcord, p. 2058, t seq., March 12, 1045,.

fl etertenit of Siate Publieta i on 52).
*1 Department of State Bulletia Seprtember 7 19/[0, . 195.

V., S. xecutive Agreements (is).
Iolter I[atioal Co[nfrenio oil Avil Satioe, Find Act, pp, 87 Id 91.
42 Stat. O36.

eaic l.w 2sM, o8th Cong., MerIC 218, 11144, and Peubic Law Ik, Btth Cong, lna
804 1044.48 Stat. 943.

48 Sitat 1182.
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ments as aIplied to Ulnited States participation in the specific agreements herein
dealt with. Nevertheless since the broad issue of the treaty power is involved
in both of these categories of "exeutive agreements," it Is necessary to make
reference to Judicial decisions of the Supreme Colrt upbolding the power of
ite exeutive to enter into agreements with foreign nations other than through
the treaty proess whetnhet under is own authority or in conljunetion with
congressional nction. Time and again agreements of these kinds hae been up-
held; never has their vailldty been imlpuged by the Court," Whether the
question of their costltutionality has beeln preented to the Court on the issue
of unlawful delegation of power or on the isue of the avoidance of the treaty
pros, the decisions have been the same. Sunmaries of outstanding Supreme
Court decisions are set forth below:

1. In B. AUmn d Co.. United States ((1912) 224 U.. , 83, Wi) there was
involved the quietion of the power of the SUl'enu! Court to review a judgmuent of
tile Circuit Court of Appeals in a cae involving the interprtation of a reciprocal
trade agLreement between tile Uniltd States and France indler the authority Vested
in the Prsindent by sertion 3 of the Tariff Act of 1807- which authorlz, the
President to make reciprocal agrementd with foreign countries with rel,,ence
to certain articles. The ontntlion was made that the Judgment of the lower
court was not rviewable tnder the provisions of the Circuit Court of Aipeais
Act of 1801 because the negotiations with Frane had concluded In an agreement
rather ban a treaty. The Court lJeeted this contention and stated as follows;

"While it ay be true that this eonmmeral agreement, made under authority
of the Tariff Act of 1Da, section 3. was not a treaty possessing the digniuty of one
requiring rafi tion by the Senate of the United States, It was an il.trnational
emnpact, negotiated between the representatives of two sovereign nations and
made in the name and on behalf of the contractiag aountriesaud dealing with
importanut ncommercial relatlon bttween the two countrlies and was prmo(lahed
by the President. If not technically a treaty requiring ratfication, neverthe
less it was a compact authorized by the Congress of the United Stateus negotiated
and proclaimed under tile aulltority of its President. We think meh a ompaect
is a trelty under the Circuit Court of Apperis Act, and, where its construction
is directly involved, as it is liere, there is a right of review by direct appeal to
this court."

2. One ef the leadin g ases on the subject of the pwers of the Eecutive in the
field of foreign affairs is united States v. Cuwisa-Wrpht Esott Corp. ((196)
299 U. S. 304, 318) which involvel an attack ulo.n bhe mnstitullnallty of a Joint
resolution of Congress of May 28, 134," which provided that:

'"If the President filds that the prohibition of the sale of arms and munitions
of war in the United 81Stat to those ecuntrlie now engaged in amed mnflict in
the Chaco nlay contribute to the rettablsbment of ree betweens tbose cut,
tries, and If after consultation with the goverlenlts, of other American Republics
and with their ooeration, as well s that of such other government s bs he may
deem ntecessary, he nakes iproclamtion to that effect. it shall be unlawful to sell,
except under such limitations and eptiois as thile President prescribes any
alms or munitions of war in any place in the United States to the countries now
engaged In that lrmed conflict, or to any person. comimny, or asociatiorn acting
in the interest of either country, until otherwise ordered by the President or by

Under the authority of this statute tile president issued a proclamation pro
hibitinB the sale of arms in tlhe Uniteli 8tntes to the countries engaged in the
Chlco War, namly, Bolivia and Paraguy. The n Curtiss-Wright Con. was
indicted for eonspira.y to violate the Joint rsolulion andl on appell attacked tile
constitulltionality of the Jint relutLion on the ground that it con,,stifutlled an
unltwful delentlon of legislative power to the tecutive. Excerpts from the
opinion of the Court follow:

"It results that te investment of the Federal Iovernment with the powers
of eaternal .vernlgnty did not depenmld Uipon the affitrmatl, grants of the Con-
stitution. The powers to dloret and wage war, to conclude peace, to makn
treaties, to maintain diplomatic relations wit other sovereignties, if they had
never bteen mentioned i the Constitution, would have vested in the Federal
Government as lleeesary nmeomitants of nationality. Neither the Constlttion
nor the laws pmesed in pursuance of it have any force in foreign territory
unless in respect of our own citizens (see American Bamnn Co. . U tted Fruit
Co,, 213 U. S. 347, 356); and operations of tile Nation Il such territory must be

'a McClure. Internliona Reutive Agreewents, 221.
*so stat. 11.

48 Statr 811,
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governed by treaties, international nuderstandnIgs and comiiaet, and the prin-
cildes of international law. As a mmlber of the family of naiiuos, the right
and power of the United States in that field are qull to the right and power of
the other members of tile international family. Otherwise, the United States
Is not completely sovereign. The power to acquire territory by discovery and
opelltk, T(Jons. v. Ulited rates, 137 I. S. 202, 212), Ithe power to expel

.unadesirable aliens (Fam YUe Tnal v. U,,itrd States. 149 U. S. (1], 705 el arq.),
the power to make such iltermatiolla agremernts as do not constitute treaties
in tile onstitutlonual snse (Allt.l..l d Co. v. United States, 224 U, S. 583, QOA01;
Crandall, Treaties, Theqr Molaing and EnJorno nt, 2d el., p. 102 and note I ).
none of Which is exprlssly atffirmed by the (ColstittIdon, nevertheless exist as
inherently inseparable fIrom the ,onception of nationality. * *

"Pratleally every volume of tile United States Statutes contains one or more
acts or Joint resolutions of Congress authorizing action by the President in
res.pct of subjects affecting foreign relations, which either leave the exercise of
the power to his unrestricted judgmnent, or provide a standard far more general
than that which has always hLen considerdi rqulsite with regard to domestic
affairs.

'The result of holding that the Joint resolution here under attack is void and
unenforceable as constituting an unlawful delegation of legislative power wouid
he to stinip this multitude of comparable acts and resoluntions as likewie in-
valid. Anl while this o)urt may not, and should not, hesitate to deeiare acts
of tognrss, however many times repeated, to be unconstitulinnal if beyond all
rational doubt it fintds them to be so, an impreive ,rty of legislation such as
we have Just set forth, enacted by nearly every Congress from the beginning
of our national eritence to the present day, must be given unusmnal weight in
the process of reaching a correct htervrnlathon of the problem. A ligslative
practice sch as we hlave hre, evidncled not by only occasional instanes, but
marked by the movement of I steady stream for a century and a half of time,
goes a long way In the dirttion of proving tile pr,,ne of .unassailable ground
for the eonstituthnallty of the practice, to he, forinnd in the origin and history
of the power Involved, or in Its nature, or in both corbined"

3 United States v. IBcDmt (1937) 801 U. S. 324, 34), involved certin aspects of
the agreements between President Roosevelt and Foreign Commissar Litvinov In
1933 referred to above. This agreenment. among other things, provided for the
assignment to the United States of all claims of the Soviet Goverm.ent against
United States nationals arising by virtue of a decreer of 1918 of the Soviet Govern-
ment nationalizing and appropriating ertaill properly, including a sum of money
deposited prior to 1I18 by a Russian corporatioa with Belmont. The United
States sued to recover the deposit under the assignment. The lower court dis-
missed the complaint on the ground that a judgment for the United States would

be contrary to the controling public policy of the State of New York. The
States was entitled to ret over. In so holding the Court stated:

We take judicial notice of the fact that coincident with the assignment set
forth in the complaint, the President reognized the Soviet Government. and
n)rmal didAomatte relations were established between that Government and
the Oovernmont of the United States, followed by an exchange of anilbassador.
The effet of this was to validate, so far as this country is concerned, all acts
of the Soviet Gvrnment here involved frnm the cominemenent of its existene.
The recognition. establishment of diplomatic relatiuos, the asilgnment, and agree-
ments with respect thereto, were all parts of one transetion, resilting in an
Intermnotional compact between the two Governments. That the negotiations,
aceeptanee of the assignment and agreements and understanlngs in respect
thermf were within the competnce of the President may not be doubted, Govern-
mental power over internal affairs is distributed between tile National Govern-

nment and the several States. Governmental power er vr external affairs is not
dlistrlluted, bet is vested elhsivel y in tile National Government. * * The
assignment nail the ,agreeln ta In connection therteith did not, as in the case of
treaties, as that term is used in thie treaty making clause of the Constitution (art.
II, ec. 2), rqTlure the advice and cnsint of the Senate

"A treaty signifies ' compact made between two or more independent nations
with a view to the public welfare.' (Allman f Co. v. United etates, 2 U. S. 5R3.
000B). But an international compact. as this was, is not always a treaty which
requires the particlalmion of the Senate. There are many such compcts. of
which a protocol, a modus vIvendi, a postal convenation, and agreemnents like that
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now under consideration are illustrations (See 5 Moore, Int. Law Di ,.
210-221.) The distinction was pointed out by this court in the Allwman fa.
supra, which arose under section 3 of the Tariff Act of 1807, authorling the
President to conclude commercial agrempnts with foreign countr/i in certain
specified nmatters. We held that although this might not be a treaty requiring
ratication hy the Senate, it was a complct negotiated and proclailmed uander
the authorlty of the President, and as such was a 'treaty' within the meonlng of
the Circuit Court of Appeals Act, the constrlction of which nliht ie reviewtd
upon direct appeal to this court."

4. Uited Sales v. Pink ((1942) 315 U, S. 23. ?8) Involved the recognition of
the effect In the United States of anlother deCree of the Sovliet G...ve.nll.t which
PrPonrt@Ld to ilt inali? the I.sl.u.ra.. bnli's anid 11 o'f the prolperty, wherevnr
Situated, of all Russian insurance clUlp'tlla, ilnlli.ding tile irst Rushi inF41ur-

rie (O. which had I hailch in New Yl]k. The Utfileel Statos Ooerment, suing
as Hasignee of the oviet Oovernllnlt unlldr the Litvinov signm{l.entI, was held
entitlel to recmver the Sllrplls of the New York biatllh if the Russian nsurance
,Inopanly subsequent to its Iqtlddat.o.n. Ii1 so holding ad i, r iversilig the
dec'ilfo of tie lower court the Court stated :

"If the priority had been, actorded A m erican claims by treaty with Russia,
there would be no doubt aD to Its vallidity (Cf. Blato'.in.e..no v. Nglan, uPpra):
The same result obtains here. The powers of the President in the conduct of
foreigl relations included the power, without consent If the Senate, to determlinl
the public policy of the Uniteld States with respect to the Russian nationalization
deTrees. What government is to bie regarled lihere as representative of foreign
sovereign state is a upoliticl rathnr than a judicial question, and Is to be deter
mined by the political ldeptrtmnet of tire gnernent' (G..aranty Trst Co. v.
United State, supra, 3nk U. S. at p. 137). 'hat authority is not lUimted to a
,ieterlinaltio, of the OGuvrnlnnt to be recoghized. It incldfes the ipower to
0itermine the lI11ey whihel is to govern the quetion of recoTnitlon. Objectlons
to ihe unLderlying policy as well as obJections to recognlatin are to he addred
to the political delpartment and not to the coumrts. (Sae Guataniy Trust o. v.,
Unied State#, straf, I, 138; KmnNeth v, thwlmlb, 14 How 1. Bic -3.) As we
have not.ed, this court in the Belmont ease recognizni that tie Litvtnov amlgn-
Mnot waS an International Compact which did not require the partleilntion of the
Senale. It statdl (V11 U. . Mpp. ,IO-Wl ): 'There Tre nianny suh compacts, of
which S protocl, a n .dus vivendi. a postal convention, and agreements like that
now under consieration are illuo1stratio''."

While in none of these eases did the eireumstanes of the litigation involve the
questton of the use of the "xecutive agreement" proedure as an instrumlent for
bringing about United States membeship in an Dnwermltihoal organilation sim-
ilar to those which we are colermed herewith, they establish conclsively that
the treaty process is not the only constitutional moethod for conluhling arrange-
ments with other countries.

TV, rsE or nweVTIV ALTaEgEMqT 11 AUTIIOR[I:E tNLTYFI STAnis pARTPICiATIOq I
I~rn'NATIONA, OSOAN[WfAl01q5 AND MUTIIT,&tAnA AOGBEMEWTh

During the last 75 years tbire heo been reeated and imwrtant instanes of
the aa of the executive agreement" preedure to bring about United Sates
nembhership in international oTanizati,,s or United States partieipatlIon in
multilateral aglements with other nations. In general, two factors are conmmal
in all of these instance, whatever other differences manly exist between them: (1)
The action of the executive branch in Joining the particular internatlonal or-
ganiultion or entering Into the particular multilateral ngroInwnt was carried out
In conjunction with legislatlve action by Cungress in one of the felds of eon-
gressinal authority; anid (2) the Sublcjtt matter with which the particular
organizatInn or agreement was conreemed wTs e',onomi'c as diatingulised from
political or military. It is also significant that, with a few mexeptlons, Or par-
ticvlation there l l relultdl hi the Imposition upon this contry of comranit'nent of
a suhstaIntia alnd ontinuing nature. While during this same perl the United

Rw Seetternnt o n eanly 0. Hloon. The aMembenrshi of the dntl tatR ai be latebo,
national Lthor OrallnTtlol. 28 Anerlr ...o rna] o ntnaoal lw 074, Otomr 1934* num rro s on.asi.. i n he ast. the Tijtted titates has aereetml] n sthri
in internatlonal organlgIoIso by action taik by the Prald@it with the anthariai9
(onexs, and it ean hardly be qleitunll that obiLatlor may b, asnume by tih IfisttesIute in omIquence ...uch ma mborahp
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States became a member in other Int.r.ati0nal organIiations through action
under the treaty proess, it s subnmitted that the eases enumerated bhelw clearly
establish that the "exec,,tive agreen..t promreure couple{ With legislative
action In a field of delgated congressional power is , well-recogtded method of
bringing about United States .a'rteipatio in Initernational arenegements in
eertali fields. A brief summary of certain ot these instances follows:

1i. Post l or iniration.--I ferene has been made *lmvw to [Inited Statel
memblrshlp In the UuilrIsu Posta.l li/On fa l pu iIunt to spcfie authorizateo, by
the Congresl to tile exe'tive to "nIgotiate and otacludr postal. trlthes or (on,
ventolns" anlid to *redcle{ or icrealse thile rae of posMaage on lnil ,nitter .o.-
veyed hetweial thile iTniled States ant foreign (Aultries,' While inuternational
ooperantlion ill tile postal fiei has been taken for raned for many years becalse
of Its fundamental effet upon the lives of Indlalduhl citizens, the mexLtence.
of ordlelly ,rrangl,,t with forigs iotltries for the tranllismission of the
maiLh fort in tile lbsis of international trade and financial transactIonlS and
indedl of alslost all IntercOll ars between natiolls. For this tvas,n it is of the
ullmort IlUlxrtac to examDine with ,are te nlature o certalin of the pro-
visions of the 1874 trlty which was entered into on behalf of this ,ontry
"by and with the advite and consent of the President" prsuant to the speai/nc
cengres.onal authoriration conti, d in a oatVly comprehensive statute dealing
with all domestie aspets of the jxstal servieeY There are set forth below
,ertain of the provisions of tile treaty:

*!ATiOLE n1
"Thie general Union rae of postage is fixtedl at 25 centimes for a single pie-

paid letter
"The charge on unpaid letters shall be double the rate levied in the cmuntry

of deetnllatiol on preII, d letters.

'Every reistere/ packet must he prensd.
"The postage payable oi refisteraed artcles La the same as that on artilcs not

registered.
Tle ehamrge to be made for registration and for return receipts rust not

exe.ed that made in the interior of the country of origin.
"Inl (ase of the loss of a registered artile, exept in the case of via major,

there slhall be paid an Ildemllnilty of 50 francs to the enlder, or, at his riqnret,
to the addresea, by the AdminIstration of tile eontry In the territory or in
the maritilme sarvire of which the los has orrued--that is to say. wheo the
trae" of the artiele has been lost-urnles, a rding to the legislation of such

mntiry. the Adnintatrnlion is not repnible for tie loss of registeredl artiles
sent through its tnutrlor pst,.

"The right lf transit Is guarantedl throughout the entire territory of the
Union.

"Oosaqntenlly, ther shall be fell and entire liberty of exchangl , the everal
Postal Ainltnistralhon of the Union bing able to send reelproally, in transit
through interaoeliatoe cuntries, leard mails as well as .orrsvomder, in open
malls. alcrding to the requlrements of trade and tile exigenies of the postal
srvlee.

'flose mnils and arre-swrndence sent In open mails mest always he forwnarded
by the nmot rapid routes at the command of the Postal Admlnistrations conerned.

T1here sall Re organiwd, nnder the noame of thile International ICe of the
General Postal lialon. a central .cffte whi shall be condrcte undter the sLI-
reillance of a Postal Administration to be chosen by the Conares, and the
ex[erlseI of which shall e b forne by all the Admintstmtlons oftlie contracting
states.

17 Mtat. 28. 304: see aln 48 Stat. 941
See. 17? of the net of Jun¢ 5, 1872. entitled Antet to reile, eansalldst, and amend

the statute relating to the Post Offie, pdbmrtnment,' 17 Seta. 283.
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"Thi office shall he charged with the duty of collc.ting, publ]shing. and distrib
tlng information of every kind which conI..r.o the interational potal rvlee;:

of giving, at the request of the parties conered, an opinion upon quel inous in
dIspute ; of ,naking kitown proposals for mdlfyilng the detailed regulations; of
givillng notice of alterations adopted; of facilitating oiperations relating to inter-
national accunts, "pecially in the mases efrred to in article 10 forgoling;
nnd in. general of considering and working out all questions in Gte interest of the W
Postaill Union.

"In case of disagreenment bitween two or more members of tile Union ,s to
the interpretation of the preesnt treatly, the quetion in dispute shall be decided
by arbitroleon. To that end, ech of the Administratlons conseraed shall choose
another memlber of the Union not interested in the affair.

The decision of the aorbltlators hall be given by an absolute majority of vot
"In case of an emlity of votes the arlitrator shall ehoo, with th( view of

settliln the ifferenee, another administration eqally dislntereste ill the
question in dispute.

Erery 3 years at least, a congln!s of plinlpothntiaries of the ountries partic-
pnting in the treay shall he held with a view of perfecting the system of the
Union, of introlucing intot it mprorement s fonud necessay, and of deissning
common affairs.

"Each cunairy has one votle.

*'It is concluded for 3 years fron that date When that terms shall hae
pasad, it Shall be ronaidred as id finltely prolonged, hut each on .trating party
slall have the right to withdraw from the Ulnion on giving notice 1 year in

Sinie the date of the treaty, and inder subsequent lIng.laive authority the
Unlited States hbus beme a party to numerous other treaties with foreign
nations dealing with piostal matters. Almost without exception the same on-
stitfiional procedure has been followed to bring about United States adherence
to such trlntil.

2. Pan Ame.r.in Union.--The Pan Amerienn Union ha. for m rny y ears formed
th mcornerstone of omr inter-Amlricnu policy in fields ranging from the politieal
and the military to specific flnctins eueh as sntistison and health. It is signl-
ficnnt that our membership In the Union was brought iboint by INE..utiv acEtion
inpilermctdi cnsistletly by c~Igrcso~ ial et ctioi t iapproprae finds for admin-
istration enlse, in [acclrdne with the provsionIs of artilel XVI of hbe Con-
,titntion of the Union adopted in 1910 that: *qhe American repnblie bindl
thmsw'lves1 to coentiante to muDport tle Pall Amerila Union . .t and to py
anlnually intob the treasiry of tih Pan American Union their raspestive quota&e
The 1910 Constitution of the Pan American Union (originally known as the
comlerce Burns1 of the Americani, vlpuuhl ei) traes its Iwginning to the first
Imntertatinal Conferenco of Alerican Stabte hold in 18/0) At that Confer-
encl a r.ol+ntinru ws adopted reommtlerding te sta blishbemnt of a bureau for
the eodetloi alnd pnbl1cation of iformnton on counlerce lnd tle laws reaiting
to it in the several American nations. Thereafter a ommitte of the Conferece
was inst ruted to primpare detailed pilan setting forth the prpnsers and fnctlions
of the International Bureau. This plan, when ,mplel. was submitted to the
vg{'i]ns gOrelnnielts, In the cawe of the United States the plan was then pre
rated to the C.ongres by the President, and thie Congrss In an appropriation
net provided the necessry funds in the following erma:

"For the orgnniantion and establihrm ent under the diretion of the Secretary
of State of "The Intrnlational MTO..i Of AImerican RIepublics for the prompt
collection and distrfibtion of .l.m.nlnI infor.nation. * * *

3. 1iticuntinalt Ltblor Or(t9nlrtio*L..-(n of the mot important internationlnal
organizations to which this cuIntry belolg is the luternaltional Labor Organiza-

8ec 25 Stot 13319 2S Stat. 1078: 0 Stat. 1029; 86 Stat. 1st; 42 Stat. 1971; 44 Stat.,
]ir 3. 2921: 46 Silat. 252 :3 4 Stnt 2741.

I urth lnternational Conference of Aomerhan States, 1910; Report of Unlte States
Deleates: giOt Coi., Sd se., S. Doe. No. 744.

26 Stat. 275,
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ion, wllich daringl the hiast 2fiyear has a1,lneVd a vital aid dynamic role in labor
ffairs. This org.... iuilon is pri1marily a rwemnuleui(atory fad falt-fifndihrg

organication, ~IN activitIes consisting to a large extent in r'ooinmeung for
adoption by th? wnmder goverr'nll et draft eonvoerltn on a varlely of suldiblt
within its tol.pelten. Nevertheless it is of some interest to exnmine the eonsti
tutioin of that organilatio, Which Jintlde8 the ftllowing proviions:

`Each of the nmenbrs gre,,s to mnake an, annual riport to the International
[1alw Oficf on hlie meaNures hichh it lhas takon to give effect to he l provsions
of conventlons to which it i1 I party. These rep'irts shall ie made in sch form
and shnall cotain isuch pacri..liar ans the governing body may request. The
direction shall la y a sntlmarey of the se liorts bfore the next mitting of the
Conferencu. (

"1. Any of the mrmhle shall have the right to file a complaint with the uInter-
national Labor Office if it is no satisfied that ally other imember Is securing the
efftecthe obsrvance of any counvetilln which both have ratified in accordance with
ti. flregoing artli,,&

"2. Tile governing Iboly may. if It thinks fit, before rfterrlng such a cmplaint
to a (ualmitdssn of inquiry, as hrrelnnfftr provlde for, commuliate with the
giveruentin t question in the manner deImrrbcal In artfie 23.

"ARTCLI~ 2/

"I. W;Vhe the commission of inquiry has fully eoMnsiderld ihe omplaint IL shallt
prepare a repenrt e.mbdying its findings on ail u4iuiona of fact relevant to deter-
mil illg the issue belwee the plar/is and cintaining ueh reconmmmmedations as it
nay think plroler as to th steps whe should be taken to meet the complaint
ani thee t"inm WIN, which tihey ton w b taken.

"2. It shall also indienate in this report the measures, If any, of an economic
character against a defaulting gonmen...t which it considenr8 to be appropriate,
and which it considers oterr governments would be Justfied in adopting.

"In the event of any menber failing to take the action required by article 19,
with regard to a reolmmendation or draft convention. any other aeltber shall
hb entitled to refer the matter to the Permanent caurt of International Justice.

"Tlbe dcisio of the Pernn ant Court of International Jastice in regard to a
cmnplant or matter which has been referred to It in pursuanee of article 20 or
article 30 sall be final.

"ATTnCLE 92

"The Prmnent Court of Internnational Justie may affirm, vary, nr reverse any
of the findings or remmndatinnn of the comissllioun of inquiry, if any, and shall
in its ditsilons indicate the measures. if any, of an conomic charater which it
considers to hbe aproprlate, and which other governments would be justified In
adopting against a defaulting gvernent

'1. The musisis engage to apply conentions which they have ratified In ac
o1rdance with the provisions of this plrt of the present treaty to their colonies,

protectorates, awl po.ssions which are not fully self governing:
(1)l Except where, owing to the local conditlon, the convention 1is In-

applicable;
(2) Suhjeet to suh modifications as miy be necessary to adapt the conyen-

tion to local ondltlons.
"2. And each of the melbrs shall notify to the internationul Iebor Offie the

action takeni in respeCt of each of Its coloiaes, protectorates, and psossion;
which are not fully selfgoverlnig.
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'AnrTCtt 37

"Any uest1ion or dispute relating to the Interpretalltion of this art of the
present treaty or of any subsequent eonvention concluded by the members in
pursunnee of the proviions of this plrt of the preseut treaty shall be referred
for (etiijon to thle .ern ent Court of Internat..lei Jmstle," a

The Constitution of the International llbor Organization was originally pro-l
tuigated as part XIII of the Treaty of Versailles and payment at its expenses,
with wertain exceptions, was to b tnbde from the general innds of the League
of Nation., Athug the United States was not originally a member of the Inter
imtioal LInqbor Orgailaat ion, Jliii it was nlot n Ienlb r of the League of Nations,

(Zregress by jrfnt resolutioen of June 19, 134, enaeted that:
' thile Prl,,i it is hereby aullthorized to aeIpt lamembrship for the

(overmncnt of lthe United States of Airica in lile International Labnr Organilza-
thon, which, through its general conftrenae of representatives of its memrlns and
throlgh its Iternat lo. l [.br Offfice+ chllct inforntion concernin g labor
I.. ouihot the world and prepares international . onventions for the consihra-
tion of member gove.nni.nt s with a view to improvlilg comditions of labor.

After the adoption of this resolution of Congress, the Organizatiol invited
tile United Statbe to iceLpt menmbership therein, it being underlotood that the
United States should not thereby assume any obligations under the eotenant of
the League of Nationu. The atatetent also aUthorizl the Organiozation' goy-
ernting ioldy to settle wih the (hoernment of the United States the queltion of the
letters finan.ci l tmdrlbutlon. Prsnant to tis invitation the President, under
the previous congreshinal althorization, aIepted tile Invitation a. his accept-
alne was transmitted to the )1irertor of the Ifnternatloni Laber Office at Ueneva
by a letter front the American C onsul at Gent va.

4. Intoroveonmelnl Ctmmiltrt on mRe/,llee--ln response to plblie demand
in this and other ountrlies for effective collectiv action btween nations to al-
leriate the plight of victims of religions peracut lo In Germlanly, the United States
Governmen t convened the so called Evln Conferric in Juiy 1938 which resnlted
in the creation of the Irtelngoer mrnantal committe on itefusees consslting of re,
resentatives of 31 natlio., Memxltrship in the organization involved no s1eifie
obligation on the part of tile member nations except as they might feel morally
obliged to contribute funds and personnel to make Its work effective. It Is
briefly referred to here mer ely as a example of the exorcise of mladership by the
United States to act it concert with other nations in a field of plrlimarlly
humanitarian collnern where pooling of effort could be resonably expected to
be ore efetlive than separate unilateral efforts of Re different governmemits.
The Congrea has since approriated funds to effectuate United States partiilpa-
tion in the Comminitree

5. UNRRA.-A similar example on a far larger eale 1is furnishel by tile pr
eelings to hring about United States membership in the United Natlons RielIef a

and ehabilitntion Admillistratoi. After coniultation over a period of several
,mntha wlith Members of the Senate and louse of Relpr ntnaves, the Premiden
on November 9, 14 signed an a greeelet ereating tile Adlministrtion, providing
In part ls follows

"Insofar as its appropriate eonstitutional e sl de authorize, each nwelber
governent will coitribute t thile support of the Adntlnistriiation in order to ac-
complish the purposes of Article I, paragraph 2 (a). The anmount and Character
of the eontrliutiotn of eaeh member government under tbis provelon shall be
determined from time to time by its aparopriate onsttitutioni bodies."

After the signature of the agreement and the mclusion, of the first session of
the Council of the Administration, the Congress by joint resolution authorizh
appropriations to the President of "such sums not to exceed $1'M,00,000 in the
aggregate, as the Congress may determine from time to time to he appropriate
for pnrliipation by the United Stata es * in the work of the Ubited Na-
tions Relief and Rehabflltation Admlnistratio.n establisbed by an agreement
concluded * on November 9. 1943, eading as follows * Sub-

S Stat, ItSq.
I hil'rtnpnt oI Stale Ploss a1ease, Aguist 25, 193C. p 109.
See hearnlga eleore tihe Cnmiftte on Foreign A takes, ousMe of *opnenltatves.

Neemiher d20, 194, on H1. Rg, 350 and I. Is. S52, tll, Con., 1t ses., PIallsr ns also
n ergoverrillleilta] Co]nl:ttre on R{fnurs Report iothe Fourhe Pleaary Seilon, August

15 17. 1944, iss 'd b tmerican renalnt represemnttis of tht engaittee, pasllm.
Publth Laf It 0St , coag., sperov March ,28,1144.
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shuently the (ongles appropriated funds for the work of bthe Administration in
aeo)rdance with tils athoriiatIon.

While the ogr Sent ceilatil tIhe Admhnistratlon did not impose spcelc coimm
mltmnents on the United States, and by Its trlims left the question of ,ontribut.ina

as the hass of appm priathons the filuancial plan adopted thy thei council at its first
sessiotn. Althoullgh ol of the principal wonspru of UNJRA in the Senite htas
repltedly Stated[ that the UNRIItA pro..iHngs arre of lihnitel value its a Lpreee
dent ill the ield of .e.eut. tie greunlt, they, ilnterthelbis, rprprelnt a
etrlking exampie of interdlpendernt action between the executive and lhgilative
branher to effectuate al Implrtant step in United State. foreig policey through
miullater I netloa

6. IntrnaiomwzI siler a'rcemlnlrn--t-A Bslllif(lllt multilateral agreement from
the legal point of view whimch lh Unilul $Laten his entered into In reent years
In the ee°oonie field was the ,let2ierandum of lwelment betweeln the UTnitedStates, Australia, Canada, China, India, Mexico, Poru, and .. l.Spi with reteruM
to he world price of sirler, which wts negotlaled at the mouetary and pnomle
mnk(Alnnee held in lx1ndon In July 1933 and Was signed on behalf of the UTnitedState by natlor Key Pittman, thenI cialrnxn of the Committee on yForeign
Relatlons of the Senate, who wao a dldegart to the eonferent+ The geenent
was based upon a latrposal submitted by the United Slates delegation to the
conftrenoe diigiNl to provide . 'manent nmeall.r.s with respect to the use of
silver for monetary purpose which would give necmsary assurane, hoth to the
slver-inlng eulntries and to COulitris usinlg silver as a basis for their currnency.
Significaleunt prions of tile agreement are as follows:

Now, therefore, it IS agred Ietwen tie parties hereto:
'1. (at) That tie, Governmen.t of Tidia shall not dishOS, by sale of more than

140.(I,000 fine ounces of sliver during ait period of year comuninin g with
January 1, 134. T]he diwsoals ]rllaIng eLi( h ltltladar yIIr of the said 4yensrperlio.d Shall he bmied on an average of 35,(0,000 fine ounces per year, it being
undersltod, loweovr, that if, in lany year, the Government of India Shall not
dlistnseof 3O).O iro ofu theD n difference biete the oe aunt actually dis-
psmad of and 35,000,000 line of.il.. .nay he added as additional disposals In subse-
quent years: Proded krihrr, That the maximum amnount dlaposl of In any
year shall be lmnttld to 50.000,000 line .unces.

"(b) Notwlihsrandlng antything previously stated in this article, It Is under-
Ltood that if the GOroneinn t of Imli, should arer the date of this agreement
Sloil silver to any governwmment for tihe lnUnnrs of transfer to the United States
Governmernt in payment of war debts, such silver shall be excluded from the
coae of this alremenit.

. T that the Oovernment of Australia, Canada, the United States. Ileeo.
and Peru, during the extilene of this ageeaint, shall not sell any silver and
shall also in the aggregne puretiase, or otherwise arrange for withdrawing from
the miarlrt, M({]000 fine ounes of silver from the line prodltaio of slIhountruns in ench calendar year for a period of 4 year, commenclng with the
alendar year 1i4, The sald gover.nlents lundertke to settle by agreement the

share in the said 85,000,00 fine ounces which each of thel, Shall pulrchbase or cause
to hI withdrawn;

". 'Tuht the silver irchnasled or withdrawn in accordance with article 2 alove
Shall be usul fore currency pulrposes (either for colniege or for t..rren.y reserves),
or to be otherwise retained from sale during said period of 4 years.

"8. That this memorandurm of agreermnt Is sRdjetel to ratiication hy the Gor-
elrents eoneerned. The Instraments of ratlieltiou shall be deposited not
later than the 1st of April 1984, withll the Oovernnment of the United StabPt. It
shall come into fore as soon as the ratifications of all the Governments con-
eorned are elved: Provided, That all the ratilcartins are received before the
Ist of April 19D. A notiee by any govrerment that the affirunatve action

- Publietlwr 32,. ? th Colln., 7npprtr June o0. 144.
Finrt sledon of he Cmounil of VNRRA, ReSoelltiounl No 14, p. 44.

- 5 e Kttrnent of Senator Vandenberg ( member ob f ihe suhcolnltle of t.h Com-.
nmittee on Forl~ 1Meltt.oa.) duog the eo ltlo o t, a/horla.tto o enlutloa, O0
WColgrieslent Eentg, 1743 e1 seq., Febrar*Y 0k 1 944a1; .lso during belringsbefore a subemosnlitte the b omrlit to on Co ein.meR- S. 1SOB, 8th Coall,, 3d Sets, Lp,184 ard/ 2;. Nsovemnber 2. 1044.

Uitulted Sta" Neatie Agrmeraernt (C8).
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neessttry to carry out the puroses o(f this agreement has beenll taken will be
accepted as an isitrument of ratifiation,

A SUpplementary undetaking dealing with matters of ,letail was entered Into
by each of the signatory goverinments. Excerpts from the supplementary ,nulo-
taking signel by tie Urnlted States are as follows:

"In connection with the attachedl memorandum of agreement entered into by
the delegates of India, China, and Spain, as holders of large stocks or user, of
silver, and of Australia, Canada, the United Stats, Mexico, and Peru, as prin-
cipal purhasiers of silver, It is understOod that the Government of the United
States shall pumrhase or otherwise arrange for withdrawing from the market.
as in the attached memorandum of agreement provided, 24,421,410 fine ouncaes
of silver in each calendar year beginning with the calendar year 1984.

'Thi[ unlderadlling Ia ondltioed upon similar undertakings ilng onrterd
illnto by the Goor~nnntg of Australia., canal, Mexico, and Peru, wbhelby thoqe
governments agree to purchase or otherwise arrange for withdrawing fromn the
market of amounts of fine onee, of silver which, with the obligation hereby

tentered into, will make in the aggregate 5.WO, W fine ounces of silver annually.
"It is understoad that this agreement aInd tW sImilar agreements tU be entered

Into by the deleates of the Governments of Australia, Canada, Mexico, and Peru
are subij:t to the following general provisions:

'1. Tillat every provision of this agrete.ent shall terminaite on Janmry 1,

2. That the absorption of silver referred to in this agree!ent means current
mine production.

"3. That when the Government of India shall haIe sold, transferred,. or other-
wise daIn.e.d of Government stoks of silver to the net anmont of 17.5O,000,

ine ounces, as provided In paragraph (el of artile 1 of the attached nemo-
randomn o agreement, the obligations of governments to purehae inader this
contract shall cease.

"4. That this memorandum Is subject to ratiafication by the prnper govern.
mental authorities of the United States whose delegate has excuted this agree-
suent, and the undersigned dclgate ulndertakes to mne his good oeffiet to xenre
such action at the earliest possible date,"

The United Slates gave the necessary notice of affrmatve aetion on Df ,n-
her 21, 133." The eontlltents undertaken by the United States under this
agreement were in harmony with. and could be carried out under, the legleatvle
authority conferrd ipOn the President by virtue of title Ill of the Agricultural
Adjnstllamt Act of 1933.- The agreeient was nut subitied for ratification to
the Senate. Oi December 21. 13, the Preident of tile United States isued a
ilroet ation traunder the foregoing provision of law directing the appropriate
agencies of this Government Ito carry out the provsios of the Agreement so far
as tohey enmecrnedl the United States.

iThe lnternatonnal silver agreement of 1Q33 represented an cfort on a smaller 0
scale to ceO through internmtlnalU cooperative action with some aspets of the
international financial problems with which the Bretton Woods agreements are
generally cmncerned. Tile eongresslonai enactment and tile subsequent Esceu-
tire action oestituted an early rLcognuiton of the evils of unfiateral action by
natiois in respect of currency manipulation. The statutory authority on tle
basis of which the agrees.ent was elntered into by this COuntry specifcall y con-
templated thlat "agarOments" wonid be itntered into with foreign ountrhis in
order nto pmtect the foreign commerce of the United Statmo" Tile basic
purposes of the silver agrement and the constitutional procedures involved
in bringing it into force as to the Miated States are very similar to those In
respect of the Bretton Woods agreements.

7. Interntfon2l chrat iahrgeenent. Another significant development of the
Monetary and Economale Conference of 1933 was the caulling of a ,onfernme In
London In August 1933 which resulted In the signing of the international wheat
agreement, 1I3, between some 20 of the nations of the world most intimately
concerned with the problem of international trade in wh'teat Important com-

iltmenrts were imposedl uln the United States by virtue of the following proli-
sions of the agreement:

t eparrmenl of Stat pren relaSe r,,ember 21 19,3)I SC.
I4s Srat 811. Ala, relevant In this connection are tihe pr'rvi4on of the Sier Plmrebase

Act a 1934, 4 Slat. 1178, and the Cola Rpesrve Art of 1034. 48 4Star. ?7.
A 48 Stat (Pt. I l) 172,1.
4 State D epartment Treaty ltormation BUll. No. 48, Se tember los, p. 19.
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"The Governments of Argentina, Australia, Canada, and tile United States of
America agree that the exports of wheat romn thteir seral eountries dnring the
crop year August 1. 1933, to July 31, 1934, shall he adjusted, taking into uous!d-
e,,,ton the exports of ther outri by the aep{imce of eport daxisa f,,ixed
on the assu eltion that world ilport demand for wheat which will amount
during this period to 56O,OO0,00 blushels.

"AaliCIf 2

"They frtiher agree to lilit their export of wheat during the crop year August
1, lie, to July 1, 1935, to maximum figures of 15 jWrment less i, the eae of each
country han the average ou tt urn on the average acrrage sown during the period
1931 to 193, inclusive, after dducting niormal dourestic requireeurs.

'The dilffer.ene ietwln the e'titve world demand for wheat in the ¢rop
year 1934-35 and the quantity of new wheat froIl tile 1934 crop available for
export will he shared betwee Canad. a ad the United States of America as a
upplemehntary export allocation, with a view to the proportionate reduction of

their respective carry-overs.
"Afl·eRn 4

"They further agree that their coambrlred exports of wheat during the crop
year 1f-35 will not exceed a total of 0030,000 bushels and recugnlz that the
aept anc of this export alluatioun will not allow of any extenion of the acreage
sown to beat.

"ARM/t a

"The Oo.ernments of the wheat-importing countries hi signing this niilru-
meet-

"(1) Agree henceforth not to encourage ay extension of the area sown to
wheat and not to take any governmentail measures, the effect of which would be
to iicreas the doamstic producllon of wheat.

"(IlI) Agree to adopt every assible measure to increase the conumuption of
whIeat and are prepared to bring lout the lprogiaIve removal of meaaures
whbich tend to lower the quality of breadstuffs and thereby decrease the human
eonsumptiou of wheat.

"(IId) Agree that a lbstantial improvement In the price of wheat shmald
hbae as its consequence a lowering of stomns tariffs and air prepared to begin
such adjustrent of customs tariffs when the international prIce of wheat reaches
and maiintains for a speieied period an average price to he fixed. It is under-
stood that the rate of duty necessary to a;sre remnrative prices may vary for
differen,,t countries but will not be sufificeftly high to encournge their farmers
to expand wheat acreage

"Apendix A contains the agred deflinitions relating to the technical points
mentioned in this paragraph.

'(IV) Agree that in order to restore more normal conditions in world trade
in wheat tire roedutio of CustomS tariffs wiold have to he acomlaniled by
modification of the general regime of quantitative restriclon of wheat imports
and acenpt Ill prlncipe the desirability of such a modiacation. Tile exporting
countrrce for their rt agree that it may not be possible to make substlntial
progress in these Mdlcations in 1913-34, buhot the importing countrifs are pre-
pared to make effective alterations in 1934-3V if world prices have taken a
definitely upward turn froml the average prih* of the first 6 montha of the calhndar
year 13s. The objective of thes relati.t.Ions of the various forms of qmUntltsitai
restrictlions will he to restore a more iorinal balance between total eosUmlpti0o
and imports and thereby to Increase the oluume of International trade in wheat.
It is rudertoioM that this tndertaking is consistent with maintaining the home
market for domestic wheat grown on an area no greater than at present. It
is obvious that fluetuations in the quantlity and quality of the wheat harvest
resulting frum weather conditions may bring about wide variations in the ratio
of imports to total onsumptilon from seon to aSOn.'

The countries partileina ing in the Conferenee agreed to set up a Wheat
Advisory Committee to watch over the "work and appliteation of this agrement."

This agreemenlt ilposed binding and cotnirming obligatlons upon the United
Stats. Like the silver agre'mnent, however, It was iot neSry to submit It
to the Sen.te for rntication, in view of the fact that ample legislative authority
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already existed to c arry out the provisloos of the agreement so far as this
COnllltry was concer ied by virtue of the prrvisons of the Agricultural Adjustment
Act' Thin, hail, is another Bexample the use bhy the executive branch of
authority rested in it by an act of Coahress to bring about lnternatlonai agree-
nielt anld action in an onomic fiedt whic is irrevocably alle.l to domestie
Problems in thle same field. The Agricultural Adjlstiment Act and subsequent
legislation in the aern field has ,en aimled prinarluy to control burdensome
surpluses of particular farm oimnamlities ansd to provide for the orderly marketing
thereof.l Tis is a domestic probhlm, but its loltilon delndls upon the disDo-
sitlon of these surplusea ill foreign markets and therefore to the action of other
coultries p)roUli iig thIe samle ?ommodities. The Congress, cthisg ulnder its
siower to regulate interltate Ial foreign conmiWre. is ihe organ which detertmine

our cOuntry's poliile in these mr. The wheat ugrenaent was part of a
program to effectuate tbmhrough Intern ati al htion the piUrl s ansd Pmoliecie
etabiIshed by Colngrcs. Although various diliculties pavented the exeution
of the agreement In accordance with its terms, It is nevertheless pertinent to
this stuldy as an Iexa[in of interliOlnl agreenment rehaed through the
xercilse of a conbination of legislative and Exeutive authOrity.
8. Triprltitc M4tqciaiot ugeeumtof t 1936.--A further ar1d more imlprta/t

effort to hring about International cO,perative alion in thie ioretary field[ was
the trlprtite staihllization 9grlaent of September 25, 136 which was brought
about by sinllitaplmois and identical deelarations issued on that dllte by tile
Governnlent of Great Britain, lrance, and the United Stants, to which Belgiuinm,
the Netherlandh, and Switzerland adhered ,hortly thereafter. [he l delartin
of the 11nl td States was as fillow:

"1. Gover.n..me.nt of the bUnited States, after .i.sultathon with the British
Gov!irnment and the Frerl'elh Govelnment, jos with tbm in nIiairnlg 11Oll c mlon
dlire till foster those do ndilltons whih safcguard Peae and will hbst cntribute
to the restoration of order ill ilmtedl' atlona eI onomI relatlins and to pui u, a
policy which will tend to promote prosilrity In the world i.d to lmbrovo the
tanali rd of living of wlet.

"2. The Government of the United States mlst, of course, In its policy toward
Internationla mnrmnetnry lrlatioms. utake ihltr f'ull .l.c.ni) the nquireinents o0
hiternal pros'rity, as Corrploiding conhhldlerations will be takrn into account
bly tile GovernnltlLS 0 f Francll and Great Britain; it welcome this oplortunity
to ritflr its purpos to cotinue the pfliey which IIs p, .ursued in the c*l..se
of recnt years, ol(e Bostant objeit of which is to mialntain the glreatest plssible
equllhbi um in the system of internationlal exlhange nd t avoid to tile liaost
extent thme ereatlI of any dbstur.ance of that system by American moeniary
actiol. The Gnvernmoent of tile Unitedl States shres With the Govermnyts
of Franice sal (Ireat Britain tillh eoictlion that tihe citinuation of tills Itwofold
polley will ser'e the generall lurplse which all the governments should p]rs.

'3. Tile Frenmch G.overniment inufoIs thel Unitdi States Gorel'nnelt that,
Judging Ilat tile dII irel stability of the IraindSll cu.rrieei .(niin(ot b! Insrenl
on a solid basis except after tile restablIshment of a lasting equlibrium between
thle varions 'ommok systems, It has decided with this object to prolSe to its
larli..ant tile redjulsment of its currency. ihe Ouvrminment of thl Unltl
States, a also thile British Oovernment, has wel(ome this derision in the hope
that it will etablish mote solid foundatirons fonr tile stabilily of international
economie relations. The United Stalers overnment, as alsl the British and
FrIench Governments, declare ts intention to continue to use appropriate availabl,
resources s.. is . o avoid a far as possible any dIstnrlhane of tile basis ol inter-
national ecbatnrl resiulting from the prooaled retdjutment. It will rmlang
for salth cnllsuitatilol for this plaroaea as may pro necesarly With the other two
Glover.mae.nts ad tilir antloriedi agencies.

"4. The Govrlmn it or t il United Stattesa 1 momrver convinled as are also
the Governmnents of Franne andi Great Britain, that the success of tile policy
et forth aholy is linkd with the development of International trade, In

particu/ar it attahesb the greatest Imlprtan.nce to action ilng taken without
delay to relax progrsilvely the ptresnt system of quotas and exhange eontroda
withI a view to their abolition.

"-5. The G.oern.ment of the Unitaled States, in common with the Governmuents
of Fran. e ald Glreat Britain, desires and Iivits time cooperation of other nations
to realize tie policy laid down in the present declaration. It trusts tint no

4B Slat. a1.
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eoutry will aittempt to obtain an unreasonable cimpetiive exrelnge adyvutage
and thereby halmpe:r thte efrt to ristote plto stable cnnotei relation which
it is the aim of the tihree Goernenlt to pomfoent

This agreement 80 far ai the Uintral State is coneerned was eCterl into
under the authority of section 10 of the Gold Resere Act of 1934 providing as

'SI. 10. (a) For the purpose of stabilizing the exchange value of the dollar,.
he Secreta'y of the Treasury, with the approval of tile PreSdilent, directly or

throiugh such alien1es as he may design~ate, in authorized, lor the actout of the
flllld stabtlised in this section, to teal in gld and foreign excha{9ge and such
other instumnents of credit and sicurities as lie ,ay deela necessary to carry
oat the purlj. s of this swelton. An annurll audit o such fund shall be mdad
Iai a Ip'rt thereof slbtiaitted to the President.

"(b) To enable the Seretary of tile Treasury to carry oadt the provisions of
this s etionl thei e i1 hereby appropriated, oaut of tile reeipts which are directed
to le vereId into tile Treaury under section 7 lhereot, the sum of $2,0000CIOO0, ,
which sam when availbi'e shall be lieoslied with the Treasurer of the United
States ill a stabsuliatth fund (hereinafter called the fund) under the exclu-
sive control of the SPertary of the Treasury, with lhe apprnoval of the Plesienlt,

]ho, decisions shal be tlial] and not ie subject lo review by any other offeer
of the United States. The fird shall he available fur exeeuditure, unier the
diriction of the SeEretay of he Treasury aind i, his discrlon. for any purpose
ill colnnection With carrying out thle prvlisiols of this section, includilng the
ive..stauel t aid reinv.stment in direct obligations of the United States of ay
I)Ortions of the ftl.ld w hich the Smcrelary of the Treasury, with the approval
of the President, oay frin. tine to tin.e dleterine are not curently rquired
for srabiliilng Ibe exc'hange value of ile dollar. The pincemls of all sales
and iiiestmeints ani all eairag ad lnterests aceruing under the operatios
of this ectioin h.all be paid into the fund and shall be available for the pulrpeas
of the f.ied." I

Mia strikingly than any other art which the United States has ever taeas in
the itearinolori fi d. the Tripartite Ritabllinaaon Agreemet of 193 was a
direct foerlinner of thle rhetton W Loods agreeren. Thile oid Reserve ACt
and thle stabiization agreetent irteogli" rd the filt that there can be no do-
mLesti Pxrosprity In thin couatry ulLess healthy conditiosl exist in the inter-
,atii] field and that the sundliness of our domestic currencty strulture Is
irrlevoably linkeil to the eeange va of he u ntlt States ddlar in relation
to other currmeties. As in tile case of the wheat aund silver agreements. the
statutory basis for the action of the eeitcutlve ill cntering into the stabillalion
agrcnlttat lay in what is essetially a domesic at uttfe, dealing in this case
with the resrves behind our ,rirety. As In the 1case of those agrenine1its, it
would not have binI ! .ssihie for the United Stites to carry out their terms
without nieh statutory authority.

d. Aviotiio, agrtrmeniis. A netat exmpl, Of ldlultllateral iuteraio.nal agree-
lenlt eiitered into by the UElted State, under the anlthirity of existing legilda-

tinn is flrnibshed by the results of the Internatiolal Civil Aviation Confl,'nee
held i, Chicag,, Noven.be,rD eIltnir 19b4. 'lts Cnifelvne concluded in the
reparcation of four multilateral agreements, namely, an literim agreement on

cliil aviatin, n con. . .ven inltenational civil aviatioun, an international air
servives transit agreement, and an international air transport agreement"

Thie ba{ rriou agreeme.t provi. e s, aonog other things, for the creation of a pro-
visional internationnal civil avintin organlllzation to ondudt certain research and
.rt..nl.endatory functllns reiating to standards and proeenlur in the field ,f
civil aviation and to perfrem related servic. e; for the adhere.ce by siga tories of
the agreemen t to certain prineiples relating to flight over the territory of men-
ern and with respect to such matters as documents carried by aircraft, crtfi-

rates of airwnrthiness, and licenses if pe.onn.i; and for certain undertakings

r]dorat[ }rI.l re nilItlln, OeIlrh wer 10),2 p. 71.~'4A Stt 337, 341. In addition to t 1WS Asrenlat, tafbulirao agreemet ha.e
lIn s lil. Fr the 'h, cretrr or th, Treasurt undr trace, ower wit0h hIle (Tv'i

eIts oIf 11ra.. ((BtM98) Annual Report Iedetary of Ih a T reasury 2) ±1): Chailna ((104t1I
A Il SWe 4 ta1 r*Y of tcu 'lr*anlry, II 52 MtIW o I1642 A otal &Rport .ere .tnr y
If til 1 vryt), p2; HecuaIdor d fbid.) ni li Iceland (IbP.L), The poe"n conatie4 in.

s,,. 10 were renewed ii ItO SItat. 4). 19 9 In fa1 $ t a9t 8 : I941 (5 4 Siat 3951 a:ld
1043 (57 Stat. 68). At IIIo time o ar.iI e sn ioi.n, Ibt anI tio nt C Contml fas caleld to
thb fact thai thes, stabillzatinn agreement had bhe. maie.

in.ternat inal COinferel{ .i.. Civil Aviation,., Final Act (pt. II). Th original of thLb
final act itniopalf¢d in the arclees of tlhe 1elar.tmnet of 5tate.

76 73-4--4- 6
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whereby members agree to file copies of contracts with the organization and to
apply provisio.nal ly crtain recmmendations with respet to aviation practices.
All of these matters are within the power of the executive branch of this Oot
emient to perform rider provisions of the Air ommenrce Act of 1Y26U and
the Civil Aeronautics Act of 193;- consequently, this agreement has been ac-
cepted by this Government as an "executive agreement* subject to cn.p.teanatl
with the onstllullonal pro. ses of the United States in respect of the contri
butlon of funds for administrative expnses of the organiizatlon

The other two .agr.ents, .n.lonly referred to as the two freedoms and
five freloms agrement, provide prinmarly for the reciprocal granting by each
signatory Country to tile other signatories of certain privlieges in respet of
schedulel international air services; In the first ease, the privilege to fly arsemas
it, territory without lending and to land for nontraffic purioses, and, in the
second ease, the same prlviiegm pis the privileges to carry passengers, mail
and cargo to and fron each sigatory nnitry and intermediate points. In view
of the provisions of existing law with reference to the granting of com al
right to foreign aircraft, : these agreetneute are within the power of tile Exen-
live to carry out without additional legislative authority, and consequently they
have been acceptedl as "exeflve agrenmentLs."'

The Convention has been submitted to the Senate as a treaty.
10, Other interntinal oornlzatior,.--Othber international orgrnizatlons in

which the United States participates plrsuant to specific onlgresilonal authorina-
tion are as follows:

(a, Inteational Rydrooreanph RuBru .--The sate Department appropriation
net of 1921 provided, in part, for appropriation "To enable the United States to
bomre a member of the Internationl Ilydrograpble Bureou, and for the first
annual ontribution of the United States toward the ereation and maintenance
of such ureau. * * * ",,

{b) Interrational S1tatlieal Bureawlu-A Joint reohltion of Congress In 192
authorized appropriations -£o enable the United States to mainlain memblsr-
ship" in the Bnreau.

(e) Permantm Aseorition of Inten tional Road Cosgresse,.-A Joint resolu-
ion nof Congress IS 1924 utioprized uppropriations "to enable tile United States to

accept membiershi' In tile Assoiatmion.
(d) American ihterntimal Instituni for the Profeetion of Cklidhool A joint

reolution of Congress in 1?8 abthoried appropriations for tile contribution
of the United Slntes toward the soponrt of the institution." "

Tile eases enanierated above omstitute sonli of the most notnble as well as
some of the nost suesseful speifite acts of the United 8states Covernment In tile
Jield of forein t affairs during reent years in respect of international emeration
on a mnltilateral basis. While in none of thles cses has the constitutionality of
the action bhon passed upon by the Suiprme Court, It Is of perhaps greater Mgnlf-
canoe thIlat the method employred to bring about United States participation
therein has never been questione. It Is sIlmItted, therefore, that unless there
are speial elreurstane In connection with the Bretton Woods agreements to
dIfferentiate them in tis resect from examples such as the mltilateral postal
treaties ,ind tile international silver agreement, the United States may become
a party to the Bretton Woods agreements through Executive aitn in conjunction
with legislation by Congress as has been pmrosed.

Two mmisderntions have bern of prndomnnant importance in the prelparation
of the Brelton Woods legislation.

The first, which is bIasic to the entire study of the legal and constitutional
problems here involved. is that under tile articles of agreement of both the fund
and the hbank, any member may withdraw from either institutlon at any time by
transmitting a notice In writing to the Institution, and withdrawal shall become

4 l4 Stat. T.
l. De..nrlntt oa State Blletin, rbruer, 11, 1945, p. 198.

*44 stat. 72 and 52 Stat. 97m.
U mTin Cnn,. 1st ses.. leuntlve A.41 lstat lI2I.

42 Stat. 112.
"44 stat. 71.
"45 Stat. 487.
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effective on the late the notice is reeUlvedPl These plrovisions have a most vital
erect upon the nature of the commitmonts Imposed by ither agreements and make
it particularly appropriate for our participation in these organizatlons to be
brought alout by legislation. Like aly other phase of our natl.naI monetary
and economic pollry, our active membership in tile fund and the bank will be
sub lect to the policies laid don in this field frnm time to time by the Congres.

* The right of withdrawal, therfore, has an important effect upon the legislative
approach to this problem.

The stand consideration relates to the provislons of the reapecive agree,
meats with referene to the signature thereof. These are to the effect that
each govermnent signing each agrment shall deposit with the depositolry govern-
nment an Instrument setting forth that the government has acceted the agree
nmet "In aecordane with its law and has taken ald steps tecsnary to enable it
Io carry .ut nil of its obligations' thereuuder.' Iais provision requires each
government to adopt certain domestic legislation in order to become an active
participant in the Instltutiobs. The flending bill would provide the mneanry
domestic legislation, in the case of the prnite State& in addition to that which
exists under previously enacted laws, to enable this country to adhere to these
ageements in accordance with their respeetiy terms, and, incidentally, to plermit
the making of tile required crtification upon the signiature of the agreements on
behalf of the United States. In other words, if a particular provision of either
agreement would require certain aetion of a member and the existing legislation
of the United Stats does not provide thile legal basis or authority for such action,
additional legislative autbhriy is rjuiredl and would he provided under this hill.

As has been exhaustively diaciused above, the Brtton Waods agreements are
within the general framework of legislation previously enaed and Wlllema
adopted by thile ngress in the field of hbikig and erreny alnd foreign exchange,
Some of the undertakngs iu the agreements are conasatnt with existing legis
lation and conequnltly may be carried out by the Eecutlve without further
authority fru Congress. In these eases, therefore, no provision has been
Included ill the pending bill.

in a few instances. modifications of existing laws are required to earry out
the purposes of the agreemeans. Tihus. the provisions of the Gold Rserve Act
of 1134 relating to the stabillzatton fund would be extended to permit the use of
the resources of ihot flnd In connection with our participation in thre Ilter-
national Monetary Flnd. The pu.ax, of the two funds are substantially
similar and no change in legislative policy wonuld be tnvolved in this amendment.
Secondly, the Johnson Act would be rmodified to the extent nessary to permit
the fund and bank to operate withil thie frameurk of our laws. Su¢h a aWf-
cationb wonId be ai poential consequence of the major p olicy dteisbn to part(ic-
pate in these lntltutionus.

It the pending 111 is enacted into law, the President will be In a pMoitlon to
sign the agreements in acco'dance with their terms and to make the nmcssary
certification with rofereue to tile action taken by his Government to give effect
to them. All of the legisltlive action rquimred to place the President in this
position is within thile delegated powers of Congress undel the Constitution.

The foregoing extended dislussion may 1* briefly summarined ia follows:
1. The pnding legislation affects powers which under the Constitution are

vested in the Congrss.
2. The agreements and legislation are closely related to eistlng stattes en-
acted under these powers and are simlar it purpose to previous attempts under

such legislation to provide for Joint action between nations in the field of inter-
national economic and financial affairs.

3. The agre nts and legislation are so closely related to our domestic banking
and currency strcture as provided for under existing laws that they can beiust
be onsidered through the same procedure as required for the enactmeunt of
domestic legislation in these fields.

4. Throughout this country's history Congress has exelcsed Its delegated
powers i ni matters affecting our foreign relations.

5. In particular, Congress has on nnmerous occasions exercised such powers to
authorize or effectuate the participation of the United States in International
organizations or agreements on a multilateral basle.

-AtXVW. 1., artiles of je e t;fe t na; Nt. ,t V , 1s , artilese of awree
atsent of the bank.

Art. XX, ne. 2, articls of agreement of the fund; Art. X, see 2. rtrcles ot agree-
nt of the btlk.

I

7 I·~"x · f .X~~3j~~Bi2
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6 The Supreme Court has recognized the vaidity of agreements entered into
with foreign nations by the Exevutlve either with or wihoul ,mgressional aetio,.
and without resort to the treaty procedure. Thie Court has never held that an
Executive agreement was invalid.

7, Tile supplementary legislative autherity ncessary to enable the Executive
branch to carry out the Breton Woods agreementm , in addition to the authority A
vested In the Exetlvle under exsting legislation, is entirely witin the scope w r
of the delegated powers of Congress.

8. The Bretton Woods AgreentS Act IS, therefore, a valid constitntinal ap-
proach to the effectuation of United States participation in thes- institutions.

V. meoaanIOI 0 IOWfl

In addition to the considerations above there are several other points that
should be discussed in coectItion with thile inehdental (queslon that has been
raiSed of whether 11. II. 314 and the articles of agreement of the fund and bank
involve an unconstltutional delegation of legislative power to the international
nornizations or to foreign ountries. A careful study of the bill and the agree
meals leads to tile oniciulsion that no such delegation is involved but that the
ltopoaed legislation and thll creation of tle institu ions is an efiective and apro.
[rliie iecans to bring about the purpses underlying the slgreements.P

The piwers conferrll upn the executive bra,ih of the (h)v.r.mlent are so
limited (bhat no qiesti.n. cln be rsitd that sueh ioWerS in olve an uncos.itutntnl
delegation of tile legislative f unctioLn,. This is partIeularly true in view of the
broader seap. fo. r delegation to the lb xecutive in the held of foreign relationsi.

Provlsibns of the legislathil end tile articles 1 idgirement wh icth are pvrtlnent
to the aulthorily grantel to the fund and the bank and to foreign countries will be
considered ill the following three categories: (1) Those proviions cAnmfrring upon
the fund and balnk a legal status and certain privilegts and iun.uulltes; (2) those
provisions relating to the piyment of the subscriptions of tile United States; and
(3) those provisions which commit the United States to refrain friom dfsp led
actions whie it is a xoetaber of the international organiantlons.
Status, privileges, and immunities

To euable the funll and bank to carry out their functions properly, the UnIted
States and the other nielher eountries are rqtulird to grant thelm a series of
privileges and immunities Whi)ch are set forth in thile agreentN, in addition
to gsnrui theMr status as legal entities. Both institutions must be ,reated as
having the capacity t make contracts, to aculire and dispose of operty, and
to bring suit In our .ourts. The funid will he immune from suit execpt when it
t, sents to hbe sued and, althbough the bank will be subject to suit, it will be
proteoted against'having its property attached in advancd of Julidgment. * Bothl
Lbthe fulnd and hank must be protectd against searches, requisitions, confiscation,
and so forth, and tile archives must be fully protected against Interferene."
Their property will be kept free of restrictions and controls to the exWtent necessary

It baa aa.Ys been rlengized that Congret s ha' sbstantlal dt sretbon in selectin thematnne oa lwaetonflng ts PurPoe. s ated hr the SUpreme Cor in AteinllOok V Man.....
Uoited states bank * . a g.orntmesnt, tr sted with such ample powers, on thedSe exeution of which the happitess and pro.l.erlty of the Nation so vitally depends, mustalso be inltrusted with Sam I means or their executon, The power being 9lvrn, it is tie
iltent of thleNatoin to faclitate its xicllion. It can never be their fatrelast. and cannot
ib presumed to have beeI. their ttention, to clog and ebabera, its tr.xction by withholdjog the most aprpriate eantsr."

(hi Tille Marshall ad , at p 421 "Let the Cnd bI egftimat. let it be wbtinthe eoJof tle Co1nstittollti, and all means wbieh are aprlpate which are planly3
dat'°that nd, whih, aure not, prohibted hnt consist wit the letter ad plirit of

ClIark ((1592) 14N r. 5,114, ~ l s 91,.Moreover, the umposes anandnlards set forth n the BDretton Woods agremelnt andthe aRt are Sufficdietly *rele so that there on her no oeoltlou of othe pU.r.O A wlhich theCoilgress seks to acEomplish aind the standars by Whill that per, Is to be woorkedaliit (United Nt¢tes V. 1oe q RoUyal (uopetve In¢ . ((1S39S a3 0t V 5l3, 574), Ac-
ornllay. the htandnard set forth in Supreme Cour.t eas to deernine wheher theConarese hns fultlled its lelsl fanctlo nefet wolnd be met. v I. W. ampto', *r COv, [te Stas 19281~ 270 V,4U. v o. d Y Onie t aeurte JO W V. Ulied State.(1952). 287?U, S. i22 O~p, Ootto,. Mifle tM.nV.lendstor (19411, U12. . 12{ yak, &v.ilted Altatesulso. (1941. 312. S. 12: k. . 414.

Artlesl of areement d the fund. art. IX> scc 2.
e T,, art. T . . and articlre of agreemant of the bn,. a·n, VI, .sc. 8.Fnnd, art, IX. use. 4 bank. art. VII. see. 4,
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to carry out their operations, and their communicatons will be treated in the
salme manler as those of furiall governmients. The organization themaelves
will be tax iimmne, their employees will be protected against double nnliotn on
their incomes, and sar ities of the organizatikns will be iroteted against dis-
riminatory taxation." Perons connected with the institutions will be immune

*fram legal rpmcees with respeet to their official ats, and mo far as Lmmigratlon.
alien restrntloi and onseription laws are concernmed, they will he treated as

diplamulnas."
It is intended that In many resits m berelr countrle should trtt the fond

aid bank inl the saIle way (hil they treat forlgn govelliments. The effort In
this direction is lln iId, hbowever, to the minimum neessary for the liastitutlons
to ,function jro[rly. lhe privleges, and lInmnitlts granted to the fund and
the bank are thos, customarily grnantild by the United States to foreign govern-
meits aidl thir employe!s.Y Moroverm , esoue wivlleges and 1inuuities of Vit-
Izens of the Unitled StIates have even bn grsantevd by commercial treaties to
citizens of foreign ountries who do not have dlplocatie status.

Acoerdingly, the action a Congress in specil.Ialy gtalntig privileges and im-
munitlies to the fund and hank will he the reptition of a nractole which Coo-
gis, tha8 followed eolsIstently in the past. l Igislative action of this nature
is ettomary In the conduct of our foureignl relations.

PlYlulnt of SUbsri~piion
The articles of agreement f the fund prescribe the quota of the United States

and thc artiles of agr..ee.llt Iof the balnk alh, xtle a fixednnbr of Shares Of
tauck to Ie subs,crled by the United Stales. H. R. 3114 contains the provsions

,,eI, to erllhl the Uilledl States suberlption to be wlaid,
There Is nthing tUitau1al iwolved iIl the (lngi lSs applrpriating money for

DPayment to international institultIons. We have done this many times in the past
Notable examplm are the UTnited Nations Relief mlnl Rehabilitation Adminis-
tlitlonj the Pml Anr"Imn Union, ' and the Internatlinal Labor Organizatio."
The appropriation of funds to be contributel or subscribed to internatlonal or-
ganizations has never been held to be al nncotatltutlonal delegation of legis-
lative power.

Justice Story effectively answered any contention to the contrary In his dis-
senting opinion (the miljorty did not disagree on this pint), In the rase of
The Popletor of the C6'atles River Bridge V,. 'he Proprietor of the Warsen
Bridge tL I a .. in answering the contention that the clarter to the proprietos
of the Charles River Bridge was a restriction uo leglslative power he said at
lige t3:

"This (rter is iot * * any restriletion rpon the legislative power,
unless it be true that beause the Iegislature cannot grant again what it has

.IuD.aiX, at i geeg andti bank. art. ¥II secs. l and S.
¢~ynndL art. fX se 9: bank, art. VII, sa. 9.

(19~38)0 303 U. 8* (), and feri2i Br6) r* v. TA~ Peror (19t I 71$02) ¥veesi Of a foreign roverlnillnt innilnun from snirt) act t Iebruar.~ I$ 1938
VSI S. 0, title 22 se. 215a) (prohibiting iitnfrtrene witb the ult at O tig

dtipm{atto represenatts sa. 1 h Iltenl lev Ce (T ,r ese. l. tite 26 Fe.li1 4c)I (exemption of incofm ef toegl] governlments from income tax) see. 110 (hP
linternal lirnue Cole (U S. C., title 26. iCa. 110 (hI i (om rni stl0Ro o mploy~e of
foreign governmtnit mnempted from Income tax ulkider ertlin emnt{i luiM.

*re, fOr ezalpl [ in tou th morn r04ent treatl. are ei o h to erty with
libria (10881, Driltrtmen, of State Treat Series, No. 9o{. and the foll]wing urolston
from article I of the treaty with Sliam 19, Dellantrim ni tf ate reaty Ser es o. 940

The r nationals of nbh of the high CoIltrrtlai rti[es Sit all r e¢ive. Ih th l tnritorle f
hal eoy i thi respect te same rihs ivi os s are or ay e granted to
nlottoals or tie nate of railencc on heir sibma th ing tShomeves to the conCaioles Is-I)o1{ lipan nationala of the state o4 resiene. They shall elso enjoy in this nsle,

that degree of protection and eeurlity that is re dulrd by lnteratlonal law. ~hel' prop-
erty 11 il tot bie tken withoit dliie process oI law or wIthout playnment of Just coa.-

5' 8 Slat, 122.
-See. for example. 4~i Stat. 1(21 44 Stst. 1146. 37 Stat. 2t&

internatlnnl organihat loms see ch. i4 of tltl. .22 of the Uhitea States Code.
s(1851) II peters (2 U. 1. 420.
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already granted, the legislative poawer is restricted. If so, then every grant of
the public land is a restiition uton that power; a doctrine that has never yet
been established nor (as far as I know) ever contended for. Eivery grant of a
franchise Is, so far as that grant extendt, neearily exclusive; and ceanot be
rsumed, or ilnterfered with. But the legislative power remains m-
rrlttd. The subject matter only (I repelt it) has passed from the bandslr
of the Government. If the legislature shouni order a Government debt to
paid by a sale of the public stock, aud It so paid, the legislative power over the
funds of the Governmrnt rmains unrestricted, altlhough It has ceased over the
mrtlcular stok which has ben thus sold."

Comnliment of the Uh itec States retFrictinu its fptre uatoto
The only pertinent portion of the articles of agreement which remain for con-

sideration are the policy mmitments which the United Sttes reuired to
make in acepting membership in the fund and bank. All or these commitments
merely ulimit th? action which the United States could otherwise take while a
member of the two institutions.

Many treaties and international agreements entered into by the United States
have been charaterizedo by siilhar negative commitments, In order to obtain
the agreemeat ofa foreign government to restrict its actions in crtain respeet
deemed desirable by this Government, the United States in turn arees to eir-
emw*ribe its amcts in the same field.

In 1794 the Unitaed Ltat entered into the Jay treaty with Great Britain
wbhch provided that the citizens of the United States and Canada as well as the
Indian tribes olld not haye their ability to pass aInd reeass freely between the
rspectlive territories restrited by either nation. This provison was never held
to be unlawul as restricting the power granted by thie Constitutlon to Oongress
to egulfate commerce with foreign nations."

An exchange of notes in 1817 cnsumanated an ex,,tive aneement between
the United States and Enugland limiting the naval forces on the Great Lake.
Another limitation upon the right to build the number of naval vessaels which the
]artnipiants might otherwise desire to build was entanined in the 1936 treaty
limiting naval armaments." It has not been contendel that either of these
agreements consitited ao unnnstltutlonnl delegatlnm of tile power of the

legidalure "to provide and maintain a Navy."
The ConStitution grants to the Congres the power "to lay and cllect taxes,

duties, Imposts, and excises." However, Congress haa not flt that it was n-
- lawflly reritlng its power In this reslpet by authOrling the Executive to

enter into reciprocal income tax exemptilon agrmts with forelgn gover-
mNents0 This is alother instance in which Conress has agreed not to exercise
its powers in return fIor a orresponding forbearane on the part of other gov-
ernments

In the field of multilatral ngrments, the United States entered into the
Haguloe Convention lespeting the laws and Customs of War on Lad whih
lmplkedly obligated the United States not to take ally incOnsistent action with
rspet.. to ihe arnl..d fmrs of the United states whie the Convrtchon was tin
effect. It has never been cntended that this action constituted an ,nonmstItn
tonal delegation of the power of Cougress "to make rules tot the .over.ament
allld Regulation of the land and naval forces."

In the ease of the Brtocn Woods agreements and in the examples disenased
above the prlneipl, is the same. Each participating cuntry agrees to give up
its right to act in a particular manner in return for the rfresponding commitL-
nienlt of onie or more other countries. The only commitment contlaned in the
bank agrmen(t, aside from the privileges and Immnunitles and the subrlptIon,
is that the United States and other countries agree not to restrict the use that
a borrower call make of their respective currencies borrowed from or through the
bank* Similarly the United States and other ,ountrle., while members of the
fund, may not restrict the use of their reectlVe eurreloes acquired frl'om the
fund.4 In the case of the fund agreement the United States and other membir

4 Malloy, 6548.
Are fIr r'atlple tle agrrmnat with Canada., lpartment of Sintae Eeeutv Agre.

ent Series o 4 ( ). The leIslatie autbhoriatin is contained in the ereue
Act of 1 *A (42 ~tat, 'ZI, 239) sod sosqusot .evene tA.

- I 071 2 MaNlo, 2260.
Alt iv. sesa. I ad 2.

O Sh¢dule .D, 6nd shedule El 8.
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countries are also committed not to buy and sell gold beyond a range mased
upon the par Value of their rnreuey; N not to bhelge the value of their cur-

rency exept as provided ill the agreement ; not to permit exchange transactins
at rate lymiond the precrlbed range (this ommltmenf will be fulfilled by the
United States if it continues the present policy of buying and MllIng gold freely

Srr the settlement of International transactions) iIot to impmse restrictions on
turfret internatieonal transactions d not to engage in discrilminatory cuarrreocy

arrangements or multiple currency prwAkcesi
No quition has ever Seen raised that treaties and agreements containing a

fnrmit..nent not to take eerhain s1 Ified aetrions ilviOlve an unconstiutionlal dele-
gation of legisaitive power. In fate, if treaties and agreementi of this kind
were no onstlrled, the United States wouldl e gravely hampered In Its negotia-
tiona with other enmrtrles, as It is difficult to imagine alt, itlllernational ompact
of lilly Importanee that would not involve at least a cnnlmitnent of the Ullted
States not to engage in activlites Lmncsistent with tile treaty or agreement in

It is iq¢1aliy clear that nothing in the fund agresment, the bank agreement,.
or If. It. 3114 will girue the fnd. ,r the bank. or any foreitn rouenty any power
over the value of the dollar or any power oe" r the foreign coummneree of tle United
States. With resect to the igwerO of Congre; over the value of the dollar, two
things must he considered. First, Congress ilm atffet exchange rates only by
hnligllir the value of the dollar. Other countril are free, in the absele of all =

International agreement, to change the values of their ownl cnrrenies and thus
afftct iollar exchange rates. Under the pruvislons of the articles of ag.eorment ~

and . R. 314M no choange con be made in the value of the dollar without authboer-
ration by Onigtre. Thus, the power of Congress to coin money and regulate
the tle hereluof wil remain in o.nrress and neither the fund nor foreig coun-
tries wl hlave any power il this reAset. Secondly, ithe referne In the Consti-
tutioi to the power of Congreas to reulate the value of foreign coin can reate
only to physicali coinas which may be inl cir.lation in the United States. Obvl-
ously, It was not liIteolad to id the imipossible by eoferr nag up1n CoIgres power
to tregulate the value of another eountry's money.

So filr 1as the bank is .oneerned, its only effelt on nrt foreign commerce will
n'eit fronl the loans It makes andt gUa.rla.ts. It these are made in dollars our

comlmere will be affected. But Congress will not have mode this possible by
giving up its power over foreign commre. It will have acomplished this
hrongh the exrrise of its own power to ipllroriaSle the frlds which tile bank

may lend or use as a reserve for its guaranties, ..d by exercising its power ta
jul horzle internt.un.l agreements limiting the right of the United Stalten to
Impose retrietions. on the usr of dollars Ib.rrow. l from or through the bank.

Similarly, the fund will have no power which can Interfere with the exercise
by Collre'S. of its right to regulate the foreign commerce of the United States,
As indleatld above the limitations on the freedom If actlon of the Unltd States,
including those relating to stare urrelites, are lmposed by virtue of the agree-
meat itself and are not Ixwer's conferred upon the fund. For exaurple, when the
United States is a member of the fund, It can sell gold only within the prescribed
range. It will comply only benause it is obligated by an International agree
meut to do so and not beeause the fund has requlrel the United States to do It
IThe fund itself has lno such authority. The sarme thing 1s true of all the other
,mmnttnmnrs whclh the United States mikes by accepting the fund agreement.

With respect to the effet on oar foreign commerce of the use of dollars aequired
by foreign countries from the fund, the principle involved is the same as that
Involved In the loans made by and thrnough the bank. Our ommerfe will be
affected by the use of the dollars, and these effects will result from the exeri se
by On.ress of its power to appropriate funds and the exercise of its power to
autberl! an nllternatlio..l agreenot limiting the right of the Unlled States to
retriet the use of dollars so acquired.

It has been snggisted that the provisimn of article VII, dealing with searCe
eurrtrwies, will permit foreaign outrles to regulate American exrorts if the
dollar blecom.es a ar< eurriey. It is allelld, therefore, that there is Involved

0 Art. IV. see. 2,
"Art. IV. see5.

Art, IV, sec. 4.
"Art. VIII, see. 2.

Art. VIII, e. .,
Aft.,IVos.,l b,
Sees. 5 and .
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in the lfund arement a delegation to the fund and to foreign cuntres of the
power of ongrrs" I'el tile fareign commerce of the United State. There is no
fol.datioln in fact for this suggestion or for this allegatlon. At thile present
time ilI foreign countries have lhe right at any time and for any reason to Inlpmoe
restrictions up1 the freloom of exchange transactiona bdtween their owl Mut-
rencies and the dollar. Their right in this rrt can be limited by inter
national arrangement but not by eongessional acion. The most tliat Congres
can do is to enact ileislation designed to mlutminze the effect of restrlctions
whihh other nations may impnse. It should be kept in mind that foreignl cin-
tries can exercise this power whether tie )ollar Is a wsare currency or not.
Under the fund agreemeut foreign countrie do not neqvlre any additional
power with rDlep't to imlpsing restrictllons on dllar t.ransaction., and in fact
their power is limited by the fund agreement. If the fund declares the dollar
to be a scarce .urren(y fortign cuntries will be permitted to I mpose llmitallnms
on the freedan of exChange transactions in dollars, but tile limitations can be
no more restrictive tian is nressalry to limit tile ldeoantd for dollars to the
supply held by anll acerulng to the country imposing the restrictions, and they
must be relaxed and removed as rapidly as ondition, permit. It is apparent,
therefore, that the power of fnrign eounitries to restrict transactions between
their currencies and the dollar is not acqul"r by delegatton from the ConIgren
of the United 8tates, but is a power which they have todlay and which will be
limited rather than i Ierea.~d by the ftnd arement.

Section 5 of article VII omamits the United States not to invoke any prior
international arrangenents in a mailn. r which will prevent the operatiol of
the sarce currency provisions. Obviously this is not a deleatlin f lgislative
fawer to thile fund but is an agreement hy the United Stites to restrict its right
to insist uon compliance with earlier arralgementa with other ountries which
arte InconslistePt with the articles of agrment. Even if the extreme riw!
were taken that some agreements to which the United States Is a party woUld,
In effect, be rokel by this provlision, it still would not invoive an unlawful
delegtlion · ince its effet would merely he to termlnate the existing Interaa-
tionall ar.rngpmnts.

Tilhe coelsion necessarily follows that the tirteles of agreement and H. It.
8814 do not involve ara rulawful delegation of legislative power to the fund, to
the banik or to foreign countries.

Joisa u . OJOT Lr I, Jr.

Mr. Wart. Senator, may I correct an impression That is a com-
bined Treasury and State I)Department report, prepared jointly.

TheCHAmrn AN. Very well. Are thereanyotherquestions?
Senator TarT. Mr. White, there was a statement you were to put in

the record regarding the gold that would probably come into the fund.Have you prepared that statement
Mr. W tr. Yes, that is ready. Did you send it in [addreesing

Mr. Bernstein]
Mr. BHarsm~N. I haven't submitted it yet, but I have it completed

and will submit it today.
Mr. Wra . We will submit it in the record. Would you like to

receive it directly Senatort
Senator TArt. &o. I hope you have an extra copy.
Mr. Wngz. We will see that you get an extra copy this afternoon.
(The above-mentioned statement is as follows:)

cOOL sufldififoI*s - Tg FIInD

The gold subscripion of the memlers of the fond Is determained by their nret
official holdings of gold and UInitefd States dollars. Each country will subscribe
2M percent of its quota, or 10 WPrcent of its net oafiial holdilgs of gold aMc
United States dollars, whichever is less.

A.rt. vII, ee. 8 (b).
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I ) The following countries have offical gold and dollar resources in an amount
either about or below their quotas In the fund:
Australia India PuAgant
Cze(bosl vakila Iraq Poland
W tblla L...,Luxemburg

reece gg~ggaNew Zealand
Traeegree atB Nstinw of these cauntrie amount to 904.5 million dollar. Their

total gold subscription to the find will be approximately 8 preeilt of this amount
(ab) The following countries have offichl gold and dollar rourees i an amount

greater than their quotas but probably less than two and a half times their
quotas:
Callle Haiti Union of Sorlet Soeialist
China Netherlands Rlepublis
Dominican Republic Paraguay Unteed Kingdom
Egpt Peru Y¥gosliai

The aglregate luotis olf these countrles amount to 3,517 million dollars. Their
total gold subscription to the fund will he aplroximtely 18 lpereent of this amount

(c) The following cluaitrls have official gold ad dollar resour ,s in an
amount than two and a half times their quotas in the fund:

telgium El Stlvador Nicaragua
Bolivia Frame, Norway
Brazil Guatemala Phlippine
Canada Honduras Commonwealth
Colombia Iceland Union of South Africa
Costa Rica ira. United States
(Cba Llberla Uruguay
Euador Miieio Veneouela

The aggregate quotas of these countries amount to 481,5 million dollars.
Their total gold sublscription to the fund wll be 25 perent of this arount.

Senator Tarr. I do not know whethtr there is anything else to be
put in the regord or not.

Mr. WErrz. You did-
Senator TAsr. The lend-lease statement has been put in, has it?
A Vonce. Yes, sir; it has.
(The following statement was offered for the record by Senator

Taft:)
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oMIr ABPECT8I oA fRTICAr *flr RtIE, is, FOWIEN, IENLNiO

Oe of the mnin pfrposes of the Bretton Woods monetary agreementa Is to po-
Arlvide a pool of credit from which wembxr countries may buy (borrow) foreign

rancie to stabdlioe the etchanges. In a'tul operation, goVern..Mt, would
SIt neletited (with certain limltat.ona) to burrow from the fund a Sum approxi-

muately equal to their Initial quotam.
This fund is made up of gold and foreign currenies (quotas) subscribed by

the member enuntlies: these quotas repirasnt the approximate amounts that each
country wouldl t aide to borrow in other curvcneci. Thus Canada, which sub-
sribed $Bi~0,0,CU 0 might buy (borrow) $30l3,000; the United Kaingdom,
$1,&0,000,0(; France, $40,00,MEO; the Unitme Sttae, $2,750001,OOO; etc. This
total bool of ,erit (.exluding the United States) is $0giOJ0,u0o. (Shown by
country in toble L.)

Tile American sunt in tile fund is $2,70OCK00~0. This sum, representgin an
investment of the United States Oo-ernment and its taxpayers, will go Into the
pool Of credits aod can be borrowed by foreign governments. From the stand-
Poant aIf gnol banking principles, is this a good InvetMentl

In domestic banking or lending, the soundna, of the Joan is tested by lthe redit
standing of the borrower. No creditor will lend money to a man who in the
last has consistcntly demullted on otber debts. The same principle shofld apply

to international mtanee. Countries which have counstently defaulted on boas-
whose credit standing is weak-are mt soUnd appcllants for frter credit.

It Is only rfaslnable to a*ume that the United Statres should take stock Of her
international invest..nt position, 1detleilne the efftrt of her lat lettding
exprl.ence., before sie embarks upon a new venture of credit financing.

Some Apects of A ,merican Experiene in foreign lending ttempts to show how
the United States has fared with repleet to her oiions to foreign countrie Part I
concerns itself with thllo~ untlies signatories to the Brettol Woods proposals;
part n11, ther foreign natioens.

The rafto.s tables show in detail, country by countr4, the amounts of hmns
outstanding and in default at spcified times as a result of American lending
to the IndividUal foreign oulntries.

Table I
Table I give, the quotas of foreign nations to the Bretton Woods International

Monetary Fund. The credit thus available to all countries under tlhe fund Is

The table also shows the subseriptions of each country to the bank. The total
of subscriptions is $554f,000000.

The aggregate pool of credit in the fund and banlk i $1,975,060.
* oSarce: Chlld Natlons Mlonetary and Financial Confernce, n Finl ct and

Driatedl loetmlents, m State l ahnrtmnt Publication No. 2187, Conferenee Series
55, Washington, D. C., 1944, pages 60, 94.

Table II
Table It Foreign ssonrtment lhd/lbtdtss to the U. S. Government' shows

thes mtney owed onil January 1, 1945 by folegn govrltnment to tle United States
as a reSult of iowns made y tlb United States to the Allied bovernments beore
and after the ardistie jbich ended World Wat I. These were lItls made in
Ionnetion with the procurtiin of the war and also covering the sale on credit
of surplus war and relief suppllis by the United Statt to varius REropenn
natIon&

These debts include ancomts of the ulpaild principal, the interest potpoed
anid payable inder the moratorium agreements, and the intreat cerrued and
unMaid uder funding and moratorium agreements. The unpaid prlnicltl tn-
ehndn the prlncial postponed under moratorium areemeats and !prnltal
amount. not paid according to contralet terms

Tihe Indebtedness of Gerawny to the United Stat on ameoult of me"ts of Army
of Oeenpatone and awards under settlement of War (aimls Act of 19 are not
included.

On Jnnuary 1, 1945 World War I debt owed hby various countries (which have
signed the Bretton Woods agreement) to the United Stateo totaled $12,4SOd,.
107,2L WOrld War I debth owed by ,contries not ligrntorles to tme fretton
Woods ilreement were 2,231,204,191. .

This $.1(000,0000I, in all probability, will never be repaid: It teresnts a
mmniete and qunqlifie.d loss to the United Stata This figure taken at the
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beginning of 1945 does not, however, represent the total loss ns a result of Un-
pahi war d&ts over the period of years; the original loam have been pared
down; terms have been readjusted; revisions have been made. The actual
arnonot of money while was lost by Amnerleas as a result of the First World War
I.nan.ing is greater than the 12 billions given in the table.

meaots to the Ulled{ States (1917-21) and showing the total amounta paid
Germany undePr the 1)awes and Young plans, Tresury Deanrtmuent, fslar-
lee, Biureau of A.counts, reige January 1, 1945, "Statement showing indgbtedl-
ness of foreign govermments to the United States, January 1, 1945."
Table III

Table IIl, "Outstanding foreign dollar bonds (publicly and nopublley offllered)
iSSOHd orguimrltll.. by governments or political subdirvlsions thereof.'" shows the
rneral credit standing of the foreign governments in respect to all foreign dollar

ldm Issued by themn upi to the end of 1943. These lgures Include honds. issued
or guarancced by foreign governments or subdivisions thereof, which have been
publicly offered and in respect of which default exists or is threatened. They
are loans floated by natlonln, state, proovincial, departmental, municipal, or cr
porate entities. All outstanding dollar bonds are included; no break-down is
made of the American-owned portion of these dollar bonds.

Bretto Woods coun.tries.-Or Deember 31, 194O, the countries partlicipating
in the Bretton Woods plans had foreign dollar bonds outstanding amounting to

,0522,10049.t
Of these Ibonds outstandinlg, $1,Fr,091,42t were In default as to Ionterest and/or

sinaking find. Funding bonds are included In this figure. In other words, at the
end of 1940, foreign borrowers participating In the Bretaton Woods plans had
failed to meet their obligatiobs on over 38 percent of the outstanding dollar bonds
Isbned or guaaranteed by their governments,

hon-OBretto Woods omntriles-In the case of countries not imrtlcipatlin in
Bretton Woods plans, foreign dollar bonds outstanding at the end of 1940
amounted to $1,2S8.595,147.

Of these bonds outstanding, $731,626,119i were In default as to lnterest and/or
sinking find.

These countries had defaulted on about 55 percent of their obligations on dollar
bond issues,

Source;: Foreign Bondholders Protective Omne]l, Inc., annual report, 1940,
page 71,.
Table IV

Table lY, "Status of American portion of foreign dollar loans (public and prl-
vate issue, Government and corporate)," shows the status of foreign securities
issued and taken in the United States during the 38year period 1897-1I95. It
Includes not only publicly issued bonds and shares but also those prisately
taken--insofar as the latter could be identiWed. The figures in his table exud
all American c.rporate secritles; ill issues of foreign orporatlons in whi.ch
there is a minority Amerieca interest of the !.dirhct investment" type; and
World War I debts.

Bretton Woods eountries-Column 1 of the table Indicates the total ameout
of foreign dollar bonds floated and taken in the United States between 1897 and
1935. It shows that American investors loaned during this period to the indl-
vidual foreign entities a sumr of $5,038,7387,000,

Colinmr 2 shows the amount of foreign dollar bonds outstanding as of Deember
31, 1935. Thee were the foreign loans which had not been crossed off the bal-
ance sheet. Aerican investors held at this time .2105,616,00 in foreign dollar
bonds.

Column S 3list the total hbonds, at par invalue, in default as to interest. At the
end of 195, foreign borrowers had failed to pay interest on $1,L766.0O0 worth
Of loans made by American tnvestors. Of the total foreign dollar bond held by
Americans at this time, apromely 80 percent were in default This take
no account of losses sustalned by period adjustments of prineipoL

Non-Bretton Woods oountriea.-Colnmn I shah that between 19 and 1M
American investors took $2,428*,000 worth of thece foreign hbonds.

Column 2 lists the bonds outstanding at the end of 195 as a total of

Column S shows that the total outstanding, 1,02,Oo0 were in default to
interest due on American holdings.

Source: Lewls, Oleona, America's Stain in International InTeestmet ook
Ings, Washiugton, D. a., III papg GM
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Todle V
Table V, "Status of American portion of foreign dollar bonds (amounts out-

standing, partial and lomplset defaults) as to intrest servlee at ed of 1943,"
lists the American holdings (etumnted) of foreign dollar boods. Tlhee bonds
Include all plublihcly and privatly placed Issues, regardlss of whether they areGovemnment guaranteed, which have come to the attention of the I)l!eprtlent of
Commereo. They do net Include World War I loans. TIhes bpnds are Issued by
frlign entitles (corporations, governments, private individuals) and rte payable
in Amerlcmn money.

Bretton W oods eoontries.-Ao irdting to the figires in column 4, the total
amount of bonds otstandlng at the end of 10943 was $2288,50000,000.

Of this 4228,500,000 worth ot bonds, $404,200000 was in complete default us
to interest (cml. 3). In other wordls, over 17 rent.of the foreign dollar bonds
held by American Investors paid no interest service whatsoever.

Bonds whose total par value was $204,000,000 were In partial default (mel. 1,).
The Interest oil these bonds was srviced with dollars but at ndjusted terms for
the borrower. Tile investor reseiled some payment of interest but not tile full
amount on the original race value of the bond he first bought.

O $31492000,000 of the total Americann-held forein dollar bonds there was ar-
ain{ defult by virtue of the fact that they were sericed with dollars at reluned

rates (tl 2). This alomnted to a loss of 14 percent of the total loans out-
standing as of the end of 1943.

NIojrnmton, Woods colntries--The total amount of bonds outstanding for
the+ countis was $446600(000 (ml. 4).

Of this sum, $28100, 0) was in complete default as to interest (oIl. 3).
A further sum of $54,000,000 was serviced with dollars, but at adjusted terms

(eml. 1).
Souree: "Estilmated U. S. Holdlnug of Foreign Dollar Bonds, at End of 1943,

According to Status of interest 8rvle" m lintlrnatlonal Payments Unit, Bureau
of Foreign and Domestic Commere, Jane 13, 1945.
Lend-Lease

For purposes of aiding the Allies in the prosetilon of this war, the United
States G.overnmnto extended vast cedlts under the system of lend-l0ase. No
ncoutning. comntry by cmuntry, Is available to show the distribution of thOse
loans; the following gives a partial break-down and allocation to various govern-
ments; Jannary 1, 1945:
Ullited Kingdom … -....... ...... .. . ............$12. 7I.T392,.
Union of Soviet Socialist Repubic,, ---------..….-.....8,409. £95,OM
Africa, MlIddle East, Medliterra--ean… . . ............
China and Ind ia….…-............. . ..---...... . . . 2,02…-8…8,000
Australia and N, d------------ew--la .................. 1,2 0, 0, O.
]Latin Ameri-a. .........................-…-----.............22M 859,000
Other countries ………-- - - - - Ml 00O

Total -....-- --- ----.....----------- 29,810,451, 000
In the mourse of these 4 yearR some of these foreign government have sU]

plied the United Stales with war materials, supplies approximating billions of
dollars. Following is the break-down:
United Kingdom ---------- $-3---------.------------------- 3% 352 247, 000

Belgium---------- - --------------------- - ----------- - --- - '4 00 000
Australia---------------- ....---- - [2073, 000

New Zealand……--------------------- n1, 419, 000
India…---------------------------------------------------- - 411, W I), 0(N

Total ------------------------ -------- --------------- 404, DO , S 00
Alrendy suppled, or lontracts place to suppl.

By January 1, 1945, the United States has loaned this system of war aid, $29,-
OL00,.000, the foreign governments have loaned (or repaid) to the United State.
$5,000,000.000. This leavesn a net balance of Amertomican advanes on lend-lease
of $24000,000.000. These lend-lease debts, like the debts of the last war, will
probably never be reamid.

Source: Nineteeth Report on Lerd- Lase Operations, March 31, 145.
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Mr. Wvnrre. There was a lend-lease statement. I don't remember
whether that was available, uniless Mr. Ferguson, I believe

A Vows. Yes.
Mr. Wireu. You did ask, or I think you asked-L am not sure-for

a list of the varions British monetary agreements that were in existen
Senator T*ar. Yes; I did; or someone did.
Mr. Wnrr. I think so. And we are preparing that in summary

form.
Senator TArt. That is, the agreements between England and various

countries.
Mr. Wnvrr. We will submit a summary of each of the agresements.
The CHAIRMAN. When wSill that be put into the reford
Mr, Wnrt,. Well, we hope it will be either today or tomorrow.
The CHAIRMAN. Very well.
(The following statement was furniishedl by Miss Coogan in response

to a question by enator Taft on June 22 (see p. 441) :)
CYTArOnis o1 SOINN OiI ?ilf UITrED STAT; N BSING 1{ Rrflr A fPn W Su T IrTmnn

TAToRI IN B]SNsts NAdP II g-ATPrIOIy L STATStNINT B/ Unta[* M,. COOAbl,
CONOMIc ANID ]IIN CIAL ANAIAyST. CMICAsO, It.1

Under 11. U. 3814 there are two eplarate and distinct ommolUneate of ihe
United S~ates Goverfiment:

1. United States subscrlpton quotae.
2. United States participation.

Stion 8 (a) and (b), of IL Rt. 3314 provides for the payment of the United
States subSCription to the fund and also to the Iiternalional IBanlk.

The United States (Governmen.t uscritrllon to the fund is to be paid in as
follows:

1. 8 billion dollars gold and currencies I, the stabilIzatIon fund set up in

O. 95 billion dollars raised by the Treasury selling United States (lovernment
bonds to the Aimerican lsbib' for their svings, or by putting United
States Government Wu.ds into the domeslnic wommWeria ban ks to gst a
deposit (to tile lcolsnt of the United States Treasury) of tile newly
created and additional dollars.

2. 75 billion dollars Unlted States su1cjription to the fidd.
The entire United States Governet subscription to the International Bank, U

which slbription could be up to 3.175 bllion dollars would be obtained exactly
aS tile ran950 mllion dollars paymenit to the fund as explained in the precdiing [Mm-
graph. H. R. 3314, setlon, B line 2, page 9, authorizes the Trelasry to increase
the public debt by $4,12M,000,) to pay $Yo).010.0an) of the 2.75 blillioln dollars
tnued Slates subscrlption to the fund and the A175 billion dollars United State.
sbs.riptihn to the bank (0.95+3.175= 4.125 billion dollars).

The participation comes only after the subsciptlon quotas have been paid Into
the fundl nd into the bank.

The manner of getting the money for the United States partiiepation in both
the fnnd and the bank is provided for in section 8 (e) of H. R. 314.

First. s!tion 8 (e) ntihorlze4 ksufance of up to 5A., billion dollars United
States notes: to the fund 275 billon dollar alnd to the bank 3175 billioii dollar.

The 5.925 billion dollars United States special notes are an additional increase
in the public debt and are over aid above the 4,125 billion dollars increase In
the public debt authorized in section 8(b), lines8 .7. and S (H. R. 3214), making
, total authorinvd in.r..ase in the Dublie debt of 10,05 billion dollars uder the
prosions of E. R. 8314.

These United States special notes are an extendd liabIlity of the United
States Glovernmet (Government debt) issued under tile Second Liberty Blond
Act (sex. 8 (e), lines 22 to 25, pD, 11. . ,314).

The faee amount of the United States Spaclal notes isaued by the Seeretay
of the Treasury to the fund for participation "shall not 1exc in the aggragate
the amount of the subscription of the United States actually paid to the fund



BET'OMN WOODS AGREEMENTS ACT 571

and the face amount of auech notes Issued to the bank and outstanding at any
one time shall not eee4d in tbe ggrgae the amount of tie sulrbription of
the United SLates actually iaid to the balk under article II, section 7 (1) of
the artilels of agreement of the bank" (IL. R. s4, Se. 8 (e)).

Thbis partieipation m I to be by the Se.retary of Treasury ibsuing United Stat"
peil nIotes to tle lld and the baik ih exchannge for dollars."

WhThe UTnied ltates (l.uvernent partieipttion, i. e.. 2.7 billion dollars in the
und and up to 3.175 billion dollars in the bliak, would eq uai to 109 percent of
the United Statres Governmet subscription.

"Th ce "c amount of .peial ,tes stsied to tile fund under the authority of
thl sub1etion .L.td outstallding at arty one time shall not eXctLed In the aggre,
gate tilhe llolu t of the subseriptionll of the illoed Stites aetually paid t0 the
fund * * * and shall not ex' d , In the aggregate the amount of the subscrip-
lion of thie Unlhed S[lates actually Iid Io the baunk under arUlca of agromellt
of ilew blolk (Il. R. 3314, ec. 8 (e) ).

Till 'iall not ,,,exed In the iaggregate the amoaunt of the subscriptioun * "
ielils 'equiJvalent to" or . equal to' or .co.reaspondig li " the lill 1n capital

subsrilptton as traddtionally .isc. In the United Stitue Revised Statutes In cn*
veying by Congress to banks the o,wers t create iiew ndt additional dollars
(deposits) in an aggregate sum equal to the paid-in capital alid unlmiliirld
surplS.

The United Statels sqial notes Nould not !o given to the fund 'In exchwange
for". that is for tie Tieashl..y to get back any uf the gild or (,lrrneIy faid in
by lthe Unitedi Staten (o<.erra.ivi.t a, Its quotl sbsrwiptluu.

Sihne, to get thl United States spe-ial notes issued by the Treasury as the
United S~tats G.,verl.nietlt ntrticipation, thie fund does not gjvll up th gold

sid curreniy paid in aC, subsritol qpt otao the telCli I'n exchangl for dollar'"
(Hai* 19. p. 9,!L s. c¾ H, . RI14) manos that ihe Treasury gives up the Suited
Sltatis special notes to the funld tand to hthe ballk and rceives a delosit { uol.tars

equal to the face amouat of the United States s nocihl ieig) on the hooks of
tiIe fund and tihe bank. Thisu new and additional dollars (deposit) did not
exist prior to this tra'lnsaction.

Willn else coul the fuilrd or t[1 ba.nk get t ln IolIars for the United S ate,
Govenlment plrtii ipatLii ill either the fund or the bank ?

Thus under this provision (Ce. 8 (e), IL I. 314) Congiess would authorize
Ibth Ih funl and thile bank to take in Uniltled Siales ,peial notes anmdl ereate
n,,w asd additionli dollars (Iel.)slits, lJst as Coingress, finier the National Bflnk
Act and amlndnhets,A Federal Rlesrve Alt aind aneuimienta, al thIe Liberty
Blopl AIt had aliidlnents, convlleyed to tle domestic ] lanka Identical power to
elltatte iW aid ililiei osid I dolulars (deposits).

Were these 5925 hillion dollarsC Ullld Sltllc, special notes redeemed by the
United States TICasury suiplyisg Fel deral reserve bila nces, as I)roVitdd In article
IlL, sec.5; H. IL 3314, 8 (c, lins 2 and 3, pIge 10. Iel, tvtnl colnn.i nlets of I he
* lUtitd Slates (lveranen t ti tle lflUnd Ililla thi bank wonld be 17.77 billion dolblrs
uil tills idl ldl.io.aII 5625 billion dollars could b! used by the fund to claiii gold

fnon tile F]eral Rlieserve banks.
lit his prt.r.e.d sta teent as publishel in part I of thle hearings before tile

Comait c f llion aonking aud Currency. United Shtles Senato, ol IL. R. Si14, June
14. 145. AMr Harry I). White, Assistant Sei'reilry of tile Irmasury, adnitted
that thile subcription quuta stay in the fund:

I°~eCl I-tuinber mist mbal'cibe gold and its own curree.y. in an aniulnt equal
tI its utita. This subscriptIoll Is retll.r.d to thie member when It learnves the Fund
ifier ,,,Ulililg all its obligattOis" (p.i bit).

$ntpilposing oultry X has a quotla of around a hundred million dollars i it
staris by pnttitig a hilIdre minion 'liollars in the fund. sone gold, some of its

e.al currency. hatever the namie of its currency might be. NOW, ihat remains in
ilte fluid. Supposing country X during the lirstI year tomes to the fmud to buy
steri/gi, dolainrs. finlT ros, Vai )ls ceuiienIes(, or any one of them, up to ti masi-
nunm which it isg p d uderied und sual cirecumsUa et, nmely, 225 prent of its
qunai; in other wods, durinlg the course of tile first year It buys $.S5,Q0000
worth of dollars, if you like. Country X would have put in *Ll40i,W(I) of its
local Cu..rrecy" (p 641..

Mr. White lid not explain where th tufld wfould get the $'2)000,(b thait
it lends or sels to contry X uponm that country's sale or pldilgde of its own local
tiurren.(y to the fnd,.

'Phe flnld wold.lh crete t deposlit of 25..00,0(tl n1ew a.m! additional dollars
that did not exist previous to this transaction.

75i73-ci- 37
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rhus In addition to cremating new and odditional deposits (dollars) to take
ii Cnted l ates spcritl intes tp to a u ritt to excc in the aggregate the
illlOt,,t of iU iteI S[t s sbscrlptlionN berialil paid to the fnid" (se. 8 (c),
H. Ii 3.14), the fund could relte nw and additional dcliLts (dollars) to bay
fortigu en crrenies nr to lt'fl dollars to foi,"gln coultrie, Pp i. a s.in eInialnlt
to 2(l pPe!n{ of ili .slberl p.o.qlloitr or hidch , purChasing if ])4 now tg .l.. ItrAl
(The ArtichS of Agreement, art. V. see. 3 (iii), tile fuld, p. 8).

The flll. (Iluctia of ll foreign ja uirtries is qiivalet to t.i5 billion dollars,
and 2&0 penrent of this suam woWuld bI 12.1 bil[ion donlla.

Wihl, rhl fnd tkel lsl i 2.75 bi llion dollr}s, UliteLd Stalte special atines frot Ith
Uli ie(d Stiles part!in .pat.in 1n the fund, the fnld wimdl] create 2.75 bill on dollars
ncw ani additional d(porsits' (dollars). This newly erealed 2.75 billion dollars
dt'ilsit (tllai's) credlied to tirhe Uiitied Sittes Treallry Oi hle b..o.S of the fild
wroin] i eIaid by the Sc:retary of the T .reasuiry I Ibe, Federal RJsryve bhanks ar
the nt(ii] te Statles laernmtnt participatilr l te futid.

Thei Fdder1ll Resvrye bla k wonld i e sl w te ite followigi:
"Dpsils 275 billion dolllars--IUnel States parIipticipaton faid"
lIkti'se v ali nIld addilto.lIu dollars (deposits) irented by the flld woid

be truNifer.ir to tile books of tile Flderal TRisrve hldias for ierdit to tile deposit
lc(O1,111it of Ili Tlrtl ll;1 of the ho rr owinLg country.

In ;ofilitiln to the 83,175 billion dllacs the ibnterlationl1 hlnk colld hriate
by tIliking in Uai td Staltes ,l!eib ntot!es *t n exchange for dollara';" the bark would
ti lSO tin Iw r it teat11tt' new tu[Il addllit ional detilsts (dollars) "by mIrking or
pall li(.plll Ilg ill direct Jiliriis ot io its own fu..ds corre.pn.dng to is uiill%
palid p...hi lp capital aid urplu' a1rt. IV, see. I a (I). Articles of Agreeonk-
the biank.

'hl nitlir ii'id-in capltal of the International Bank wold be equivalent to
91 hiilion dliars.

PlIase note well thilt the lia[ii [al itab i sul>s8riptlon of tile United Sties (Gov-
cillent to lie batik Is 3,175 billin dollars, but there is nio iilitation to prevent
tlht banlk CrLatiutg BeW1 11an11 tlddlliional dollars (deposit) up to a total sum
eii Va lent io thie Ialdti n sibser iptiori of all illel .nbr Coltrics, whleih is uIavaldnt
t 9 1 billIonl dollars.

Bothll the filld a il Ie bllolk will operate In dollars nld all excess fOreign trade
bhiillC'S i all ri nlher .col. tPies wil be cleared iagaiuist dolirs. Wlen there
iare uot eIgb dellars to pay for exports (from thile United States) mor, dollars
will be eriittI In n hllr words the Atialericarn tplie will I levied ii win-
theillfrodtli Anlrirean dolirss ,ill beiluted (will prclihasee less goods). Arlei-
(Jills erarid Wlgp aid )lcallrledi tnicollet will bully less grods and sevies.

Tillh W ilidl alitiot lol dollars (dpoaits) cretedl{ by either the flnd or the
IJlntriinilonal Blmnk woulld be oinitfl by the eantrll b lnks (of ally Country) a
C hi-al Book tOlrnet ly reserves, jlt tile slane as gohl ,erti cats, silver ed-t
lfi~leates a uln ilUled States nolI{ B9d certails nitd S alt Go'e]rnmlent bolds
now issu> ily ur der direct acts of Coigre, s Cal be cluntaed a )legal mntairyW
r,,rves, by hiln Federal R],serve hblajI.

IIA) A lilbulr'i lonltry resrves miieants is net official holdings of gold.
of 1eu1nirtJll eilurreneies of other meihefrs and of the clrreelies of sold nOn-

... tlla'r is a the bund ,ay specify" (art. XIX (it) p. i4, t ie fundl).
"Ii(] A ,ioihe'i hohldng of cnivrtbible curr.enei. . m elis its holdings of the

c'urrenciles if olher lenlrrs, which III not availing themsllgves of tle trol ai-
tieoa .l iarr.ngerne. lts inder artle XIV, section 2, togeilber Will. Its holdings of
Ihe nurrencies o f .such iOllnllnnbt as tile fmi may frlom t .ile It tilfaet speify.

"Thll terml u rre icy for this pur1pose ineldri, without linwitalioul coinr . pMpr
noloy, iil..k bhtls b nk aEirelp flnens. and governmcit I obligations Issued

with I Innurlty not exced ling 12 norith' (art, XIX (4). p. al. the fund).
Thaus for i th enl frst Oil t alei tarty r,,rves ill th. Uitoo Sltates will not be

crritend as nrow o U nited States awful money uId Ulnted Statesl Goveruiu t
obihglIonsl nlow Isaued only inder dire 4 actl of the Uilited States Conress, i bt
will consist of foreign curraenies and f oreign governm Iet I 0 Us and faoreign
c!ii'ili] hbalk I 0 U's (all countis).

'rhe powers of the International I'nd ad also the [gwers of the Inter-
aloan.all anLk to create new lud additional depsimts (dollars) is Identical with

th powers to rPate neaw and additional dollaurs (dessits) conveyed by the
,ltodI States Congress to the dolesti- conNmeri al bnoks under tie National

Blni, Act of 186 anld allended by the Federal kserv. Act (iof 1l13 and its
irnanilits.
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PoW"Ins (("vI Dll B uNITED SITA'S (,OlO;A's uNDIn TIE NATiOnuL A a- K A(T ANl

AMFVNPiMENtS, IflD~ L RE$idEB ACT A*nD AMeN[MENrTIS, AN TIl, E AIIYY fli> o IAT

S til 52I. 2, le( vi(~e Satutites (Natllmini Balk Art), )acd limitatioons on
lek aL s' iijrlpbhtaed
S.:. o5202 No assoe'iaiion shlll at any ituim h.. inlaled, or in any way Ilable,

to anll n i aot esriidg tihle fa.lou(. of its capital s(tIk at 11h tille actually paid
I, a.... r(Itl jinsitl tldiatrlIshIed by Ig8 or otherwis% ixtpt ,n liCeun If 4[-

n,Id if tihe naLtuir follo wing:
/irst. No(es of circulal ion.
,la~Ld. AMoneys deTosl d with or eollete(d I b h 1h aessclition.

ThirdJ ll] f tsxrlalllge or drafts dr{wn l l iild mot t aictllally Oi deposit
to the e.alit of {le w18iyttol n or .i.. therieo.

FPuril. Liaubilitis to the stockholdrs of tile asSr)ltalon for dividends and
rrlrirr jrolits. (P leasie lote bhe use of the word xcept, in above t ateinealn

etIoin l 5212, slt vib ld Stautes I(Nationall Bank A:t), lals al.S .boeen in-
terlitll'd l.o Inll.l. that I lbIaLk eluld create new and additilonal delposits (dollamr),

s lail...r .rto. hu.by"' qnasiiiedl sreuriers, over and above all deposits arising out
of tiie {)atlks Ct{Slteollis tnic mly ,hrilngPlg II their ilon*ey or hi&,kc, dihlWl til

lh 1wr blanks, ni to etald snl,,s oros[on dini o P I () 01l0 r tlll of tie bnkllllS .aid-in
ca i t Itl rid surlils. Il p)blin words,, each bank lold ceate now i ad idditi.onal
dollarsl (deposits) up I all agrcgate suni equivahlent to (i. ., tPI plerent ofi
lie tt lalt ..Il.t of ilfs wil paid-in .apitial andil en riedl rplS.

'lil uexhlliuige for dollars, i. e., for a depollt the bail eolid take in thl cuiStomlers
lOhs or iiC(lilr (hn..y) qvecurllies rialintd by tile Ullited Stal(s COnllIItroller

of Git (Inrey, up t, oillil a equal to li} peerInt of the bank's paiid-I capital idal
ionlld islrplus.
'hb[ I( 1]0I il erut'el { I liitio,)n Of the Ipwer of intional banls to et..llie dlenoilts

(dollars) I.. loan.s or .t.o buy" seu(rilleS rllslined In Pore until tloe Wnestt in
or till ledeia liReseri, Ac, Dec,,lbelr 23, 191l3 ('to buy" lean..s ill . ,halge
for'').

All natiotan hIa irks ld to l,.nine iemlnbers of thile Federal R'erve .System
S4lio, 14 of the I ' ederal Resere Act innrlj,raat l seli. ijt 5202 of lhe Rbv il

St iiltes and added to It a iftl, exception:
Fifth. Libjiliti es I. urred under . he provisios of tIe Federml ireserve Act."

S&t te n 4i o(f lhe lFedtraI Reslerve At lnrreasei, lOnr powers of nutionial banks to
erate lew a..d atdditianal dollars (deposits) hy Ilakiain.g l.IluS oin (Rnn ]laodl "'I
an ilggtr(igte snm equal to 2' pueient of its capital ptiand rluor t thid ofr Its
time deposits.'

Thl s thfile powe l s (if ntitonal banks to ereItet new aind mdlfloal depsits (dol-
]larst) w"rl ' ill'raed Ito 125 pe¢ent of paid-in rapital and surplus or 100 perecnt

I*IIS . .... 1 t lItito o[I-lhi f of its ti}le deri,si{s.
Seli i.on 13 of the FeMcual Reserve Act which lncorpol-aed setion 5202 of tile

Revised Sint ltes bIs een amended until there are now I0 exreptions under which
hliIlks whl(hi a, ! nl(elblrs, the Fedenrda eserve ystemn Cae, rerate new and
addlitional d]olhlrs de!Posits).

O(n Ma-rel 27, 1917, Ile Federal eserve, banks took In $5,000.000 2-percent
TTreallury e-lifilates of indebtedness and (rented dollars (deposits) to lend to
hie United SIties Treasury. Of tils $50,y 0000. $X)(D0,000 was taken by tile
New York ldtral Ie.r.ve, Bank. (See A..nual Report of tie Feendal Reserve
Board, 1917. p. 3)

T'is WIs tile Irlst tile Ullt edl States Govermnent notes or cerfia tos of iuderbt.
edness wer{ take, in diretly from the T .reasury by FeRdcral Resrve banks and
IIdollar s (depeaia) cr-eated ila lnas to tile Ui ted] States Tras-ry.
On April 24. 1917 JLiberty Bond Act. sec. 7), the Seretary of the Treasury

was illl.. horizld to isnue directly Uni ted States ert ifiat e of Indebtednerss to mem-
her blnks (iof tile Frederl Reserve System ) and olhir quaified depositaries (non-
niein.tr anlks) in exlhnnge for doliars (deposits).

The following is the copy of a foPnl IJssed to blnks authoriz£d to create newa,
and additional deplsitt (dollairs) for the United 1States Treasury:

Qlualiledl de ltariel will be iperrrnitt, to make payment by redit with er-
leinales alloted to them for hemlselves and their custtmers up to an amodut for

which aclh e shal have ualifled in ecese of existing deposits * * ."(From
Anllllal Relrt of the Secretary if thile Treasury, 1920, p. 295 N. B., "paymyet by
ereit.")

This wasti the flrst time sine the bplsage of the National Bank Aet (1864) tha
the coimelal[i banks were allowed to create new and additional dolars (Ide-
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posits) for fh United States Treasury. This wa ths lbegilnnlg of de(it fi nancing
w1hich hiJa b een tarriid on sine in ever-incrnsfing vo"lue: and uder the Brlttoin
Wood, gr een.ts. .alid H. R. 31l, deifcit inallinllg w,)old be 1 riied on inter-

Today, the tot amout of new and additional dollars (depOsits) ereated b
the eimijieri a banks n the United States as Governmient dlecit financing n
practira 117l no relatil to the paid-in capita] and unlinlt rd ;irltl U, o the bansl
,and the oameirlaal blnk, are not. retuired to klep resetn es against th le w and
addllional do!llac (deliosito) crested for the Uniteld Ttnlcs Treasry.

The Ilb..e-cited larIs of the Unicted Stales Revised Stiatt lcs ad carls of the
Natilotal lank Act, the Feerlal Reserve Act, and IIIe Librty Rond At 'I, of APril
24, 1917, delmontIrte Lob the eonvenvnce by Conngrl- of i)ower to ereiate new

i I additiotal dollars (delposits have ieverbt, 1i dract si atm! at slduch.

Blut through be termlinology usd anld i ,nde'rstand.ing hose tirms and .n. dr
standing tile i[tihed powers ¢oIveyed to barink, Ilhe in t 'pretoatirnf of the barIkilg
ltautlti have Iben clar to thoe persoIs familiar with banking law, rlmiro4)go,
procednre, and traditional prae.tics.

And bank have b ertailly operated to create flew ad aldditionl] dollars (dh'

posits) Illder ithe Unitted State laws.
All but ii very small prt of th(e total circulating media in the United States

hs Ibeln created by baiking oThera ios: that is by the ,eomai..eih bineks :l:..t.Ing
dollrSi (deposits) as Ion .s or. .o by'y nuillfiedl inveshnients.

'he same , owers to retfe nwt anld additional dliars (deolslts) would 1I
,xnvvyel by (onIgroi, s t thl e Itcnlltli i atl FInd lnld Ih e International 1al.k

under the terms if HR. 3314 and the iretton Wood agrnlets,,.
Slubnilted to Unlited States Sinre BankingS atl Currercy lommittee, Jlie 27,

1945.

Senator FuLrino{rT. Mr. Chainnrman, I wat to ask a question.
T'he CHATMAN. Certainly.
Senator TAFT. I have one whelln you get through.
Senator FuLnnlout. I want to ask one onil thiat question of the long-

and short-toe i loans. I thouight that section r la f the ioue bill was
designed to reconcile i he differences, and when it lb, a.r..n-when yon
say long'1 that is, we will wsay mredium, 3 or 4 years or ,omnthing

of that nature--tha thile bank was aut hoz, , or o uhld be. tiunder that
interpretation. to make thile loans for stabilization purpos.s.

Mr. WnIm. rWell, quiite )so, Senator. We think that alienldy was
contained in the articles of agieeiient, but to make it certain thiat
there would be no doubt as to ils-

Senat or Fltmu (IT. Well, in regard hI your dicususion von 1 ltsth 1ado
why is it, thel, if the barnk is fohlW to do thtlislot, q~y ix cesr the
i nd also emnpowere d to nmaIce t1 loan is or to conihder herm Iw i ing made

fo r° , , · , o 0 yaro
Mr. W1n' Well, wheo r e as? eak of a long-terml stabhilization loan,

w ve have in mmnd a rlongery Iperio than 5 or' G yeas. It may be a 15- or
a 20-year laioa. A h log-e(nn slaihniirzat iolto ian mi git well hbe called
for', enator Fuibright, whllen a cntry, in tihe opinion of the fund.
at least, doesn,'t see the inteal prospect of himng able to tipir il ase tile
Cn lenc whrich it had bought tol te h obi t. It col't tll tt to bein . t

nmay appiear hat way to the fund at the end of tIe soonn, veal'; it inay
lb tIat thlere is some imiprovement in the third and fourtllh ears or t
may be in the sixth year; but anywhere along that period, if in the
opinion of the fund the repIrchase is going to be too long delayed, then
it recommends-

Seinatlor FrLintolT. Well, isn't the real significance of the idea that
this should be paid in 18 months that it is an effort to get away from
the automatic leatulre here? In other vords, in many cases o a line
of credit the banks don't expect the borro'mer actually to repay and
call it quits at the end of IS months, but they want him to come in and
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report his progress, and then they usually renew it. Isn't that what
is actually involved there?

Mr. W'nr. 'ell, that is what is involved in mostbainkloans, which,
4 as you say are usually renewed; but one of the important differences

nl the fired is that we are asking the countries to forego unilateral
W tion oni important things. We are asking them to cooperate on

certaiin matters which involve restriction on their privilege of mni-
lateral action. Now, they feel, and we think justly, that we can ask
that of them only if they hatve assurance of a second line of reserves;
and an assurance of a second line of reserves, in matters of shaping
the monetary andl comurercial policy of a country, is not met by an
advance of 18 months together with the possibility of renewal. There
is no doubt in my i id ta that ho incorporation od a limitation of that
character would preient acceptance of the fund document by nimny
Coent ries.

Senator IULAIRoIHT. What you are really after is some control over
it, i hat is. sonie protection against abuse or their using it for purposes
other than genuine stabilization. Isn't that what is retally true ?

Mr. lViner. That is true, and we think we hlave achieved that.
Senator FULRRIGoT. What is the best-how do you feel about the

protection against the abuse now in that regard?
Mr. W rin. Senator Fuibright, we think we have given the maxi-

mum protection against abuses by giving authority to the fund to
ildicale whien in its opinion, in the funi's opinion, in the majority
of the votes opinion. .a con ry is not utilizing tie resoulrces of the f ind
in aorod witl the purposes; and one of the purposes would take care
of the point that you raise. The fund could decide that a country il
tint uiltiig tle re isoulirces of the fnnd properly and cerfld take any of
a number of safeguarding steps indicated in the agreement. the
authority r si s ;vi0i thle fund, and it is an authority that is set forth
in sufficiently broad terms so that the fund at any time , if there are any
grounds for such decision, can decide that a eountr is not using thle
reseoures of the fund properly and take applropxriataarte n.

Smntor MrKrnw. Mr. Chairman.
The CHinIrAN. Senator Millikin.
Senator MA ,rItxi·. Would you let me interpose just one question.

Senator?
Senattor FranOHT. Certainly.
Senator MLUKI.N. W5ould that not automatically exclude Russia

from pa~rticipation in the fund ?
Mr. Wmnr. No. Senator; it wollld not. There seems to be some

confusion a.bout Russia's role in the fund and the contribution which
the fund can make toward Russia's stability. Russia has an interest
which is equal to that of most countries, I believe, in seeing that we
have a reasonahly hirh level of world Irade. She experts to sell golods.
anl she expeets to buy goods. It is true that she has an advantage
over mnaly of ilie other countries in trading. She can offer tAe goods
that slie wishes to sell abroad at virtually any price and take the loss,
whereas exporters in courntries like the United Stales or England
can't do much of that. Yet Russia prefers not to sell at a loss unleo S
she is forced to do so. If faced with a shortage of foreign exchange
she doesn't want to he forced to dump her commodities on the world,
and we don't want her to dump her commodities on the world. She
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can either depreciate her exchange or sell her goods at much lower
prices; whereas other countries do not have that choice. Other corn-
tries have to promote deflation or reduce their exchange rate if they
want to sell their foods at a munch lower price. tlnt belcause Russia has
that chloice doesn t mean that she will pursue eitiher course unless sh&
has to, and we want to make the situation such that shite does not hav'
to, bleO anus-

Senator TIAT. Well, then the question is, Whai posiible different
ad valtage d els Russia get out of tilhe hind that she do1,s lit get out of
the bank or any other loan' As far ,s Russia is con erned. what is the
difference Ibetween i,e fund. tile bannk, and Lany th,' loian?

MI. WiITe. I will come to that. lIl filish this staterrnt, iad then
ll twake that point lip.

So Ihat it is ill ilir i iterest ( )o see that io ci..t ry is forced to take
those steps wvich res]ult in, , urtailhIent of ti.lt' I ['o either c(oietries
rili [...Ills ill tcelltiating disruption which I1..1. hulh(e already been

iiii ated. And luisi a, Iheallse she has tie cho'e of methodis, is prob-
abliy potentially I greater dal lilger tai. other ctlliltr'ics, and we feel one
of I le i tsn of tihe Bretton Woods is thiat it recivjed the supplort of the
]trian.. rcprrsentai yes. 'The ihcl1usin of Risia , a git el'Il rude
of what we wouhld 'egtaml a, fair internationlmi econiIool udlertakings
;vould be. we feel, iot 'orv for all.

No,,W tile answer to tile specific qleSttioll
Sena or TlTrt. By what me o theiEi a .. they bou iti Wlht pos-

sihle thing loes Ru ssia give kip by joilnng tie fund? What possible
right lid tiI hey give up by j oinvlng ? What have you gut out of Russia
for her bei in tIhe fund ?

MI. WXnrr. What ,le would get fronlt RIussia is. first, an agrevement
thiat sie li noti utilize her extiun ge depirciation as a mIl/lSf of ot)-
ltainig compietitive advantage.

Seator TAITr. he ih a 7s0o slXch eici}/gel. .o that's out.
M11. WHrIen. W]ll. flint is nnio triue. Sipe lihsa Ll exliiknge problem

I!s evri V othli. n rv l as. Ohlit dilletrem:e 1 etw(een R cui' rrs curency
and soei otilther corit 's currrency is that she may he able to alter its
vu- .e .m. .e ,asily. Soll/ o intries, like the ,nlited States. reuirre@
legiahltion, Aohers can do it ib deeree, and still others by treasury
Idecision. The other difference lies in thile fact that Russia hIas state
tradin z. anll therefore thile iindivial citizen is mot directly affected
by exhange alterations. The individual producer in Ilussia is not af-
fedted as lie would Ihe in other couintries. Nonetheliess, she may haire
a prohlenl f h1 xv rx iihage raat. whether to cihanrge it or not. just the
Samll as anlv other e<utIntv.

Senator TIart. I still say oll answ�lwer does not show that Russia,
lhas given iip at single thring lhv joining this fuL .d She has n1ot gi en
itp tile right It d(o oneu thiig that she wants to do llpder any cireuni-

stalces.
Mrm. tn:rr. You sail that. and I was trying to answer it.
SiaI or TlAFT YS; aid you hllavein't.
Mr. WVtrlE. And you nterm1ulted my answer. I think when I

finishy voa ny, disagree with my answer. hut at least 1 shall have stated
to yoll why we thicnk that Ruissi a I as iareed to uind rtakings the same
as otlhers and IIwhy that agreement is a sitgnificant and desirable thing
for us. Sie has greed mt to undertake coe.t iptire tiv lepreciation.
That nealls that if she is going to utilize anly method for securing an
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unduei I col petitive advaintaoe over the other countries she would be
forced to cut her jrires an( adopt tile inethod of du tping.

Sealtor Iarr. The only method that is available to eir, inyway.

Senator IAr. 1 here is no currency. I1he rulle isnt quotedi on any
market it the world.

Ali. Wmr. That is not true, and in any case is not very significant
in this context, Thie ruble hIs'quotations as to value, and Rtscsia can
change the value of that ruble. She can change the value of the ruble
just thie same as England can change the value of her pound or France
can change tile value of her franc.

Senator ' lA'r. It would have io effect whatever on the foreign trade
of anybody.

Mr. WnTrr. It would make iussiaii goods to foreign countries
different in price, in the stile way that a change in sterling would
make prices differentI

Se ator TAr. No; beause the Rluissi an Gover m ent sells its goods
and aceomniplishes that p/lrpose bv ciiaingiig the price of the goods
instead of chllangiing tie price of tte nmoney.

Mr. WIITE. It its tiNt alternaltive, but that alternttive is a serious
niatntr for foir, and for every ountry,

Sen ator TAlFr. If is no nore s erious than depreciating the currency,
jist exactly ti' same.

M'r. W\Vrmr. That is right. And if we stoi her fromn resorting to
come it v te deprecia]ti(n of ir. cuul lrencv, we Dave obtained one objec-
tive. We ihave nreoved one unldesirable chlianel.

We would also have her agreem.ent not to undertake discrinlinator
restrictions in providing, exclhange excep t during the transition perioY.
Now, it is trlue that a statre trading country call hlargelv determine the
direction of ils trade.

Senait or TArT. Certainl. Brazil is one of them. They pay [s one
tlhing for et to,; they pay somebody else sonething else or cotton.
Thlat does not violat this agreement. Anyway, that is what theyOwould d· That is te wayv that they woul h av Ie to exercise their
discriminatory power.

Mr. W vITEr. I doi t underistand what vyou are saying.
Se ator Tnm. T erer is a third i temrnative, of course.
Senator MAlI. L lNt What Senator Taft is saying is that although

Russia is bound absolutely not to engage in discrimninatory currency
practices, there is no obligation not to engage in discriminatory pricing
of her goods.

Mr. WDITEr. I was coining to that.
Senator T'Fn. Yes, and thit. is tie ilny weapon that 1Russia uses,

anyway, so what is the differenece about it?
Mr. iVIura. I was merely )ointing out that so far as her exchange

rate is concerned sie is iuider t le same obligation as any other country.
Now, if she undertakes the second choice, namely of so shifting the
price of her comniodliti es so as to cill s disruption in the balance of
mymieits of other counitries. then that mattel is a subject for the
tund's concern, and possibly the fund's action.
Senator MILLIKIN. Where precisely does that appear in the docu-

ment?
Senator TArT. What would they do?
Mr. WXrrir, There are two
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Senator TAF. You cite a ease.
Mr. Wnmr. What?
Senator Tarr. I ask you to cite a case whlie that would apply.
Mr. WI'rrE. Well. one would lhave to cite hypothetical cases.
Senator TArT. Yes, of course.
Mr. Winm. Supposing Russia were to decide by vir.l* of a critical

shortage of exchange that she was Doing to dlump timber and wheat
on the foreign market, undersell Canadian competitors or Norway
competitors. Suppose as a consequence of her action the balance-of-
paynient situat ion for NoRway and for Canada was seriously impaired.

Senator TAFT. Do you mean supposing she successfully competed
with Norway by undterselling lier

Mr. WVlireit I think there is ait distinction between successful conn-
petitbin andr dumping. We drew such a distinction in our own laws;
we are able to inpose the conitervailing duties in cases where we finid

ldumping. So there is a distinction.
Senator T^rE. Well, what has that to do with this fund? DlU you

mean to say that we call deal with dumping by putting somebody out
of the flunid; if some fund member were to sell below cost, that we
(an. therefore, exclude themn frln, this fund

Mr. Wnrrr. Yes: if the dumlping is to an extent which imposes a
serions burdln li o the balnloe of payments of ot her counties. IThee
are two sections under which that could conme before the fuld.

Sernrator TArT. VWell, let me ask you: Suppose that we found tihe only
possible way we can sell cotton is to stbsidlize cotton, which we are
now doing, tile only possible way we can export cotton. I)o I under-
stand that thali iitetfired with the sale of cotton by Brazil we would
then lie subject to this restriction on the mannmer in wlhil we sold

our col .o.i l
Mr. WnrrE. Well, in the first place, existing suhsidies would be

excluded from the supervision of them fund. It the second place, we
would not be coming to the ifnid for assistance.

Senator TAFT. Does not the fact that subsidies are excludedI mean
thmnling is excluded Sullsidlies are excludeud, but you said dumping a
wasnt excluded? W

Mr. WilrE. No. Subsidy is something that goes onil righit along.
Dun ing is diifferent,

Senator TArT. You are drawing a distinction that does not exist.
You say Rlnssia can dhimp, but we can't dum p by subsidizing our
cotton, Those are just inconsistent sta tements.

Mr. WHITE:. Well. Senator, if you want to regaIrd cotton subsidies
its equivhtlnt to all action----

Senator TAn. To dumping.
Mr. WHIT!:. To an ai(on unidertaken by a country to get foreign

exchange quickly by dumping a lot of glods and thereby causing a
lot of truble, you may. It seems to us to be different.

Seonator TAxr. There is no difference between them.
Senator Burit.i The objlective in each ease is the same.
Mr'. WVITTE. The objective of all economic actio, is to have a higher

national inco!me or higher emplornyent, but it makes a difference
]low one attempts to achieve the objective. There are some actions
which are sbhort-sibited and serve to have adverse (onsequences upon
oliehr countries. There are other actions, I think, that we would all
agree are sound in the long run as well as in the short run; and the
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purpose of the fund is to direct policy toward those measures which
are sound long-run policies and do not serve to disru t world trade.

Senator Funuoliarr. Mr. Chairman. I have one oticar question, I
thoulght, that was important, that I had better get to. uand that is that
I was impressed by TMr. Williams' testimoni y-I believe you heard it-
about the necessity for solving the British question, that is, a necessity
for the fund to operate. In the first plac, do you think that is true?

Mr. Wnnur. Do I think what is true, Senator Whiat is it?!
Senator FULBrtIOHT. Solution of tihe British problem. 1 mean the

necessity for a solution. I think you heard lin,. He said that he
would be in favor of extending a $3,000,000,000 loan. lie used that
as an estimate.

Mr. WnrrE. Yes.
Senator FounlTonrr. That is essential to get the British back on

their feet so to speak, in order that they may come back.
Mr. Worrm. Well. Senaltor, I don't know how yvou would like me to

handle that. I could discuss it more freely and ,more intelligently in
executive session, which I will be glad to do, because we Ilnive infor-
mation that is confidential. It is a matter that is rathlier delicate, ianid
I should prefer, unless you rule otherwise, Mr. Chairman, that it be
talieni up tn exc.utlve session.

The CHrAtrna . J am sutire the Sellito do not oject to that.
Senator F ao(urrT,. I would like to hear it in executive session, he-

cause that to nime was quite a persuasive point as to the timing of this.
Mr. Writer. It is an important point, Senator, and I should like to

be able to lay before you whatever facts we have which bear on the
point.

The Cut.aMAN. We shall have an executive session this morning.
Mr. WnrrT. I shall be glad to discuss just that one point, when you

have an executive session.
Senator FULnrmr.T. There is another point before 'e get on, In

article VII, section 5, 1I think Mr. Hemiugway made the point that
that anounts to the power to cancel recipmocal trade or alny other
agreements. Is that tlle?

Mr. Wunrrx. Oh, no. The reason for that provision is of some in-
terest. When we arran.ged trade agreements with various countries,
we includled a provision in the early agreements that if a country
were short of dollar e mhangee, nd ifit rationtd that exchange, they
would have to treat the United States the sanme as other countries.
We wanted to rotect ourselves against the possibility that country
X, having a shortage of gold, in its judgment, would say to its
nationals. "You have to cut dowl, your purchases froll the United
States by 10 percent, but you don't Lave to cut down your purchases
from country Z, Y, and so on." TJ'at would be inll our judgment dis-
crininatory. and we wanted to protect ourselves against that, so we
in effect said that "If you cut ours down, you have to cut others down;
or rather you cant ciut ours dowI ill more than yol cut others ]own.1

However, that worked well and was satisfalctory so long as there
was what we call multilateral clearing, so long as any one currency
could la exchanged for most other currencies. That was the situation
which prevailed in the twenties and prior to World War I. but in the
thirties, because of the various restrictions on thle transfer of cur-
rencies, Soe cullrrencies, many currenceies, could not be transferred.
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We thlerefore found that instead of that provision helping us it hurt
eveiybotv, becanus we, in effet(, ere saing, "'If you have to curtail
your dollar purchases because you don\ have einough dollars, you
must also curiail your puJ brlises of marks and francs and milreis even
tlhough you can i get plentyI of those currencies." Thlie situation had
changeid. No ihigel alhl one, exrchange milreis for ldollars, sterling
for francs or mairks fretIv and at a fixed pr ice. So that tihe protective
l use nm Ionget hi ih effcti ven e s or desirability other th an to sav,

"You can't use A shortage of exchange as an excuse for unrimeasonable
restrictions."

Now, he fu>]n agreement provided a way of sliding oit of a sit uation
whiwh Iad lhI]gly bi .ieirne a dad letter. We silistituted for it minore
effet iv puro-i sions withi regard to the scarcity of foreign exchange
ani the xtent if perni issih restrietions.

Senaitor FPULitRiHr. ellci, most of the oppotsiti n semns to center
arould that section 7. Do you feel that is a vital

Mr1. WmnxT. Section 7?
Senator Fu-TI.nnonT. Article VII. I mean, scarce currencies. Do

oui f.eel h)at is a vital parit o[ this agreenient. r do you think it
mingiht le left oat mind still have at very effective agreement?

M11. Wrlln,. I is l-itil in the Sense that if vo. diedn't permit coun-
tries to imp ose rest$ieit}ions ol exchange, they just could]l't olper'ate;
il it cunit ries .. hi.'idnt 1 iit ell. For examiple, let us take an outstanld-
inE case. Take England. If England were not permitted to put
somn, re sric-tis io h, ih ihe mandli for dollar exchange andl for certain
othr exIlanges. aiftc the ear. she xwould soin hbe in trouble. Her

dolla reselves wNoihl low oult very rapidly, and it would he aecom-
pnlid by a llight fronm striefI, and (lstefing wonld iegin to de-
pleciate. iadi the noi it delpreiei ted the mole pressuire would them
be onl h(t ctreliyll¥. You wo.hlli hlve a chaotic lone( .tary 0and trade
situ tito, whidh England wolidn t for one moment Jerrnit. It woi Id
ht, hid for is if she (did. l'hey lih ae to hv1I the right to restrict
exlihanilge tran,(ti(ms. unless we want to supply them indefinity
with all the dollars tlvw want. Ii we gave it tI theni theyv would he
donbtflts glad to take i4 a

S xiitto ITin, Mr. W .ht, firrixg to S llt or F Ihl iralts question
befiore that. sectioon 5 of that agreement-

I\r. WVmr-. SMei ion 5?
Senator Tr'. Tlihat is what I thought.
Mr. WTrr:. Stetioni 5. article VII.
S:tmatir T\rt. I thought-I wasn't sure whether you were explain-l

ing that or not.
MIntie'N rgi n rit to inoke lip otihlFli/titis any 'ngagttini iits (TClirl [into

wit h, r+fil. 1 llrS rrl ph [hIS agr&l1114il( i'lllh nth 111 1r ILs will pr'vent
thie ihlergtitri of i! provishl...s of this .. t.ile.

And hle isk d y o You whetber tihat didn't muildlify the reciproal trade
agm .....rnt, for instaice, iby hic j]ei ihey agreed to lower their tariffs,
we will say.

Mir. WiinT. No, I don't thli]{ that is the meaning of the provision.
Senaltr TAir. Lower tile tariff' on iltports.
Mr. WIYmn~i. That is not the ineanitng of this article. It has reference

to a stpecial exchange provision which we incorporated in many of our
tirade agreements.
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Senator IFTAT. It says "obligations of ally engagements." It doesn't
say any currency engagementis or anything else, It says "any
elngagellOni[ts enltered ilto.'

Mri. WnIne. "in tuclh a manner as will prevelnt tile operation of the: provlsoi ns of itis article." That is quite delinitely a limiting factor
w iiih doesnlt a ppl, I shouldnht thinik, to the initters you stated. I
tit lk there are probahbly no-

SM11aiao 'l'TAFTi. WiIL couldnii't they put oil such restrictions that you
can't successfully uinfi ot anything i it thiioste countriesl

lI r. Wi:rro. TIiis laii reflcenCe, s I say. to h ose special ploviseons.
I think it is fail to say that the State Departmentent is probably as eager
as lv y o her o ganizat lou l in the (Govtrnillleent Io guard the elflectiveoness
of i e irade ngrlenulnts it entered into, and this article was entirely
saiit ifactory to them.

Seniator lTAnT. Also it covers, supposing they had agreed to pay,
sulosig IIthey had obligatulions (at in thllis country, guarantee d by the
banik. aIt, tiheyv aid that,` 'he ae iO d(ollars. 'ei lhiiave P o d6llaois
to 11 'y w iih. anii t laerefor we won't pay them'" and this would excuse
ihellI t Ioln p])ying; willnnt it

fMr. WnTre. I Idon)i think so.
Sem10it' ir'I, I n't quit I e ewhyel not. It seelms'a, sweeping. all

inodi e phrase. I tan see any poss ibe way to except any und er-
taking, international undertaking. They setm to be excused from

llt of thmr if ihtey requilre dollars on their part.
Ir. WI I1TE. Well, Smnalor, it doesni't seem so to me. T ami not a

]awyvr. I wo1 od li; e glad tIo turn the question over to Mr. Luxford.
1)Do vou see any aspect of the case that night give cause for concern
in licit regard

MrI. LAxrimil. No, Sei olr. As Mr. Wlite ias indicated, theorigin
of thii ]rovioli rmli be traced back to provilsions in plrevrloius iagree-
nrIliits I( ]a[1in1 to eihatll R Colltiros. Hllt was all that was ever
drisiissed ill thI (o(rse ofthe ])Ipaiation o[ this section. This is
Iride int, I t, fr t th on e xIt in which secti on 5 appears. You will
*notl t ha it ist a part of artitle VI I-it is by context assiratle willt
the eX(clhrange Control prtovisiolnS of the fund. Thrat is all that anyone
Ill IltIv I ha11 l ld ill IlIind.

Stmnator TAxT. Iet m.e .Sk you this it jest hoil, ]I,*. Luxford: Sup pos-
isa ut ti hbits outslanding in this country velolus bond/s or Sup-

poing its nationial s have olons which art pavabli--ihe interest is
piavayble ill dolIls. and il i dollar is ]eclfilNl : scare, andi that coulltity

aliposss ]niwtlidntely exchag(e rnslrctimons. Cannot they exempt
tl~lelsi·vps whbili the ei rec, i y is scarce fror palyinig I heir riehts to thm
li'tedi StatPs anil palying infterest on the bonds and anything else

they wish lo?
MI'. ETl xrI iD.. I' ls* are diiations of member coit ties, I take it
Senatmo TIT. h. the 0y are Tgovernments', orthey refuse. to give

their inationl, anynv dollars to pay trirt debts. Why doesn't article
VII, if iput into effect, relieve any nation and its nationals from obhi-
gation to pay tleir interest on bonds that fall dlie in the United
States?

Seiinator MfirriI.r Seniator Taft., Itherel ae freign obligations
whichI p.ovi ie thIree ways il whlich they call e, paid tiley cill lie paid
in Clanadian dollars or { united States (io n rs, oF pounds.
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Mr. TxxmrD. The waiver here is only with respect to goveirnments-
to agreemlents witlh other governments. It has olnthing to do with
agreements by private corporations in another count ry agreeing to pay
this Government or nationals of this (overnnumt. It is an agrefillelmt
with the Government.

Senator TA '. All right, sno pose a governm ent bon Idwas sold oi iie
peo1 ie of this couitryV. Would they be forgivenl

Mr. I ,uxntn. Detinitely not. ' hat was never i ir coniteinplation
in connection with section 5.

Senator TA ri. Apa rt finrn section 5, isn't the ne(uessaryv effect of t lie
scarte currency provision that you can impose reslirhti'i/s and icfuse
to pay dollars?

Mr. IAxrg o)t. Oh, yes; that is quite a different nimatter; hey have
that authority.

Senator Tam'. It applies to all securities in this coliltry, if they
dol t h appen to haiwe any dollars here anid Orsulinoably they wouhldnt.

Mr. I.[ XiO. Ii1der tihe coln ditions st pu ated ill artide VII a ciun-
try hts a right to ilnposte exchange rest ricti ms Ion tlbe pvay it or wvii i-

ira wal of profis or i trest. BnIt if a moumt ry h as an odlitgatigt to
foe ig bn(dlholders 1to ay dollars, i t won d not i anyV way be
affectel by i ltat and the goverinnmnt would not im, anIy waI? h aye any

utlornity untder tliis act wllicb wulviid clenrP it froIn tliat obhiga tion
Senator rramr-. It could ilnpo.qe restrictions on ti im us by itself or

anly of its nationals of any dollaris in which it miight be in dlefault,
and I am sune it wohi /11 be in default. Thirs er.l'srj y atitborizes themn
to i npose limnitions on lie Eedom >1 pelationrs in scarce curremtetes.
It stem is to me it may e i a"wfulI for Ilhemt to say we w\ill iot pay ally
dollars into t}e UThil tle States ald if rhey do, that it deliinitely follows
that the obligations, which are all subject to this agreement and this
is thle law, may he rIpruiatN!d legally.

Mr. Lu xn -tor,. Senator, I ±1 ink thile point. that should he broulght out
is that scmtion 5 doesn't add one w~hit to a country's right to abrogate
aln othilgatlions to pay its olilgtigt ols ona hond indentnro of any kim l.
Plint h as nothiingz to do witx bohod indentre's. It hias only to do wvith
the rigit of a .cotry to impoe exchango restrictions on dollars if
Ibtere is a scarcity of dollars, and tie right of the United] States to raise
the questi tn of thiese reciprocaal trade agreementsi as an argument.

Senator 'IA^V. I agree that sct, in applies to goverrilleiet agree-
merits. I agrce to that. IlBut doesn't the right to imlipose exchange re-
stricttions at mially excusea thtem an ci Uir nat ionala from the payment

1114~11t,~~~~~~~~~~~~~~~~~~~~~~~~~~11

of debots im tios Og country ne

It sit..s 1tio naip it, uivbe blfund forin!ll

Mr. Luxvtom,. No. under th bank rent for intnc you av
the aturnty of the iovernscnth also aainst exchange utsitrictions.

Senator T^i. I as nout alig about th ginray of tie obern-
n Lprit.

Mr. Ixyoltnr,. Sehat is vthy important, Seator. You cannot over-
look it. obhl you en ter into a b ond inddentur which the ofntarntioail

ankt is gotling to o wnite flood ie provisio in that agreement is that
the (ightnno nt will not inpose exchange controls on the paynmsnt
by itse tionals of thee f dmas tduea.

Sinator TtrrI 'ig the hank?
Mir. Lnvx 1. No iunder bank indenturef.
Senat(or TAFlT. Yes 1 hut what about private d fevts I
tMe. GoverOnmen wllo ane privpte debts.
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Senator TArr. They are guaranteed by the bank?
Mr. jITXf)JD. Tbhey can still be private debts, though.
Senator Tlrr. I think it has been generally agreed by all of us

tbat the right to impose exchange restrictions when a currency is de-
.lare) s arcl reieves tih deb lors in that country fron thie paymnent of

C OO1tbeh debts in this coulltry.
Mr. LxroRmD. Unless they are in preferred status, and it doesri

relieve thenm of any obligation, either. It is only if they haven't got
the I .l y.v to pay it; there is no way they can pay it.

Sinato+ TArIr . Well, you caltl sue theli.c
Mi. LInTnmn. There is this distinction: This could never be pleaded

in a court of law because the agreement is .. t between two govern-
meoitK.

Senator TAr!. I am talking now about the other part of the act
whiich says they may impose exchange restrictions of any kind on their
clurrenllcy.

Mr. LUxronn. Then I take it you refer to-the bank obligations---
Senator TAlr: . I may say that Lord Keynes also thilnks it lhas that

effect.
Mr. Luxrimn. I am trying to defline the way in which that might

0oc0t r. F irst, it canl not eccur by virtue of sectio¼ 5 of this docInnent.
Secmlndly, they will not occur in obligations guaranlteed by the bank.
Senator Tlr., It wold app ly to section 5 of this documnent if it

wee a dceh oe. to the Unittdi States.
Mi. Li. xroun, Government to gove lnmentt
Stu lor r TI'Aft Goverlnment to governlnelt.
Mr. LuixrIlhR. Ulriess thiere was somie provision in that which gave

the United States I;riority. In other words, you have to examine the
tenis of that ouligaioni.

Senator rlalT. Unless you nullified this agreenent--I am saying
what this agreen.ie i plrovicles, Of course, if you nullify it by anotlhe
agreemenit, that is a different question.

tMr. IuxoinnR. I1y. virtue of section 5 all it could affect would be the
United States and what otber government was involved.

Senator TAvT. All right.
MIIr. Lumxnw. And I say there, in order to determine whether it

might apply, would depend onil that documrrent.
Senailtor ^n. Thlat is true, of course, but I am saying what this

documeent provides; if there isn't anything in the documenot it relieves
theI fromn the payment of a debt tlhat is a direct govermnent debt
Now, ur nde, -b they have a right to impose limitations on the freedom
of ecbhange operations iln scarce clurrencies, ni that would mean1 I
suI)pose, tlat they could forbid anybody in that country fronm paying
dollars out to pay their debts in the lUnted States.

Mr. Wnn. They can do that amvhow, Senator.
Senator TAFT. Well, I know, but here we lawfully and legally au-

tlhorize themn to do it, so it seems to me we cannot bring a suit on the
debt.

Mr. Luxrv'o . There isn't auy question of legally authorizing thenm.
This Government has no right whatever to legislate on what another
sovereign government wants to do in the way of imposing exchange
restrictions. It is not within our power to tell them what to do.

Senator TArr. But if there is no agreement and they impose ex-
change restrictions it doesn't relieve anybody from any debt in this
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country . Their obligations are still here; they have to pay their debts
and their interest orthey go in default.

Mr. Lmxrno. That is right.
Senator TAvr. And my suggestion is that after this agreement goes

into effect they are no longer in default because they are expressly
excused by this agreement from paying their debts.

M rI. LrRix m. NIo.
Senator TAFr. I don't see why nrt.
Mr. Lrxr~nD. This doesn't affect relations b*,tween private parties.

It is only that we re not invoking cortain rights.
Senator TAr*. We are talking about -bh now.
Mr. LTXFvou. We are talking about 3-h now. It says vou would

have the right to impose exchange controls tinder certainl conditions.
That doesn't in any sense miean if a plaintiff ill our courts wanted to
sue on a bond indenture and could attachli in one way or anlother the
assets of his debtor, that thei debtor could plead this agreement.

Senator Taft. Well, if hlie cainnot find dollars-
Mr. Lnxmino. Tqhat is truiie anyway, if he cannot find dollars.
Senator TAbr, If your dollars are scarce it seems to ime you recog-

nize my right not to do it.
Mr. L;xnwnM. The ihitied States has recognized your right to impose

exchange controls, a right youl had always. In other Words, it 1ais
been a legal right prior to tile inaugulration of ihe funird. We hid (Iase
after case [h rollglh onll conurts iwhete cret itOrs ill t his oIUlntl r tIIied to
collect against assts in ilhis c(iunt-ry held by a if htor and the debtor

was prevent ' by exctange rontr ol]s from payd g Bepeat edlya the
courts have held tha if yi can get the montey you cal have it. That

t linit been changed one iota by this agreemenlt.
Senator T'rT. W.ell. here von expressly aulthorize tiis tishing. We

approve it. We say in effec we are to hlamle, it is the iUnited States
fail t if there is a starcity of dollars. E'ven the doll)ars Iltat tlihe, live
here. a foreign ountry mltay forhid tihem t transfer dollars t hat are
in t is eounti trv.

Mr. Lrxron. hiere is what happens. Let ihs take country X. Prior
to enttring iigjto ilis agnreeaement every conrli has the right to imipose
,xehange ;'i trols. 1½n 4r lie conii s' I eisinus in this onnfrv.s outyhw-O
ever, if an Anmerican creditfor can find assets Cf a dehlt r he can atta ch
theni and gel a juduigenet in tzithsta nlning t ihe exchange rghilations.
On the oellir Ihaind, the courts certainlv ii ave r~ecogniz.i the I ight of a
countmy to impjtosue exchaInge controls. Theiy h ave never said it conld
not.

Now the r und comes alhng and the Government of tihe United States
and Government X agree that under eirlain conditions they are goig
to waive their rigit to imnpose exchange eonrolIs. Iuder thie agree-
meat they are waiving that right. The a greement then proivil(es that
in the event nortlher contingency occnrs we go haek to wherel e we re
before. You sav by ri ltie of that the coirts are now going to take a
different Ippron ci alcn say that alt ouigh voil revert to dhat v m had
before. tihe legal posit;on of American ereditors is changed. '

Senator TAr. I would suggest this: In the former case we did not
recognize the righlt of a fo .. ign nation to tell a man ill that country lihe
coUlld not transfer dollars to pay his debts. Now we recognize that
right.
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Mr. Luxrorn . And vou would be the first mnan to recognize the right
of another governallent to imlpose exchange controls on its naitioneals.

Senator lTAT. No. Not in this country.
Mr. Lurixnawt, Wait a minute-d Sen~ator TAFT, I say that in this country if a Dutchman has dollars
lhere and we have no exchange restrictions, but the Dutch Govermnent

sHys you 0 C ioilt pay those dollars ii paymient of your debts in tilhe
United States, I say we can attach thiem,.

Mr. LJ,FxoRn. NX e always have and after the fund we c'a.n
Senator TAmr. After the Iuid I don't tlfi nk yoil call. Well, anlyway,

that is rather argumentative. Senator Butoler has a imemnorLaIdul
here which hlie would like to lut in the ,ecord.

Ihue C HAIR MAX. I Was going to im ake the suggestioan that I don't
think we are through willt Dr. White. I think we ought to nmot to-
nlo . . 11 morning iII execultive session becaus Senltors ill ight an d
Downey want to ask some questions which we regard as nore or less
confidential. So wvill you be here again ton orrow Dr. Vhlit e

Mr. WnrTre. I will be glad to, Senator.
T'he CtAInAN. I was going to ask for an exeeul ie session of a few

niojnents t ...
Senator Tlirr. May I add one thing while we are here?
Senator Butleri wants to Hlit thlis st atenenit in tihe record.
Se tfor IrTlrn. The otier day I ased whiat possible effect tie

doption ofe tile ageAee n it in o Igh haive or an tile operantioll of insert
ag' eiin ts as our sa ta'hiv reIpcta, ils, intitr ional sanidtarV oa(ts. oidcII
is a very inmpolrtant t itA. t tie saurlhsteonl of AttorneV Luxfo I.I he
submitted a miylnortlladum, I two-r-page mnlolran1ildun/f, which I wolld
like to uhave iillteed in the ircord i tn rely ((} the question I ashed it
tbatl tinte. Then I suhmliaitttd flld memorandout ft'olu Attorney Lnlx-
fiord (o Mr. F. Mollinl, whio is Executiv e Seretoar y of thle Ame.r.inan 1
National Livestock Assoiation oif D)enter. and I would like to insert
thie reply ifom (nMt. Mollinl , T'here is a further ecommunnication I wouhl
like Io put ini tile rcord in connection with tile salarelineg on tile Sll)-
ject of the foot and nmouth disase, so that you will know what tile

Lani tll pacit does.
(The iflim oanlIlil to Stnator Bst her by Mr. Lx ford of tie 'iras-

ryv i)epartment ii IN ply to a question about possible effect on sanii-
tarv laws and pacts, is as follows :)

JtTE 23, 19145.
MEmi OT4ANTi;M

Ari tMe V. s. tilei 4. Of the acltiult of a groemmtt oIf tile hiNi. whicih del ,
wiilh the waer olif eondlionlsol whih itllbf ... rjbr coutll.es may pe chase foreiqgn
CxechallLtg frolll bthe ftud. irilIts the fund to tliki i'to .l.. i e .r .tlot a ii dmlb,(*t
wvilhirglIsS to pldedge as liateral security gold, silver. securitie,, or other at-

littleis11S{,S. Arti.le IX i.,[utes ecrIain priviles d indotliiiS to he
granteld the i nllll by the Ijiemibes , irnd I flit]s 'onrllftiollI a ... Cstioi has been
odI f whfl' her th(e nnio c()id1 adt(rpt god .i. s rolIlteral senlt i t Ity eand ir nrt thiem
iato tile Uniltd $1later for sale h!re in etIonrvention ite toiff l,W of tile,
flit't'tic Ia W 5, Or of lb( s riLit ly iia1.

The first soctlieiu of itticle IX inf)llses0 a hitllttlol ulD, O ill te Sope of the
privl(eg(es nd i.n.i.llri.tic reqfiredl to )e confor lmed ltTol the flul. It r :

"'0o e.l. lr the fund to fifito the futc"iIons wit), whh it it v, t ttte.L Iie statul.
IlillntritIs anid i'ivlhrgps sot forth Irn this articl ' shinli he accorded to the futl
in the lerri torle Stf cact member.' (lialieu s suppied.)

II is ot tihe function of the ftnd to fntorferc with laws wihi a rell in effect
in ther (oult ites. It is oiot lesligtml to 1have anfy lil· rt effct whatever, either
diiot or inli(rel, ol law relating to filr o(o Cie, sanitatiotn, te.
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It is not necessary, howeer, to rely upou this general limitation In reaching
the conlusion that the questilon raisd nbaove mwt be answered in the negatlve.

With respect to tariffs, article IX, section 9 (a), provides that
'i*The fIlid, Its aaets, property shall hbe ilmmu.e. *. Jim

all cusl.oms dutieos"
Tihin langluag was prepared at Bretton Woods by the drafting vommriitte sof

Commluaissilon and was reportell by that oi mittee to the Commistion where it
was belarved ind Nreolnmude d for adoption by the Conference. The Confter-
ence actl, favorab.ly pon the Commissiou's report. In trnNmnittlng hbe draft
of (he rticles of agreem ent, the drafting committee licluded in its report the
foillOwIl g St a n enl :

"* . .* tile irafting comlittee, in submittaul tin text of article IX, setlon
Id0 (our I i.a. nratlo) dealing with imnmuuities from taxation, derees to pliace Oil
re,ld *,,tIn a,,umtipolin regardInSIg its inbltrprNtaiOn of the itnltIon /.n.der-
lying tilts article. Thes assllmptions ale as follows: (a) The fund is not en-
tiael Io ihport grods free of Mustms duty withatt any rtriction on their
subscquent sate in the coutrny to which they were fn"Prted. (b) The fund
enjoys lo exemptron from duties or taxes which foann part of the price of goods
solld. (c) The fund enjoys no exemption from taxes or duties whiuh are in
flat no llorea thani larges for services renderedl." (Italics supplied.)

OThinlIy.. the itustu. 01I. Illniity J inte lmd to cover only such materials
as mi Ih* i.i.. i d by tile ful ] for its own eonslgill on adnd uIL s lad IAlIt Sil ,

alller'isllS aS muigt he inportel fir r'saIe s a reult of a fol'rloslric against
collateral s. ritVy.

With rsllet to nTlloti(s and sanl iary laws, 'eliill B of rtldel IX must be
considetd It plovldes:

"To (ie extent essarly to (carry out the opinetions prtovided for in tbis
agrmeut, all rI llperty ain assets o E the fl.ui s1hall Lt free from restrictions,
rmlaltionls, contlsan d nl oratoria of any nilu;re"

Thel (lear iniiteltio. of this stolo, which ca, be nasrtland fIlr its IlllatgUage
is thai the lnlitle l assetse ol the fuird should always be frle for use in the pur-
hoase@ f goods wii n Ih e I ountry to Wic Ih they relate. If the fiu.ld hbldls ur -

rnlly it shiolid he frelly I lnihlbie for the piuthase of goods within the couni r
of issue by itlly olt{,1 nrmbNr that wqul'1t,s the ecirreny fros ihe fi .ld. $irnI-
hlrly, if the fund has ai del.Sit in a bank it shmldl nIt lie stllJb L [ o a Tora-
tariim. A florlhoi exa rouut tbhe' ue of .e ..hal.e codrots whih llay lhe
cosistetit With the articles of agreement. Suh controls could hot 1 exercIsed
aglif[ eurrelly holai.gs .of he, f ...]. TIlhee are the typs of rstrictions.
r-glI .ions, e.(ut rols, and moltorifl which coid interfere with the legitimate
operaitens of the fund agn leneut.

Narcotie laws, sanitary laws. etc.. are not, however, an intertret'ces with
tie leglmnate oleratilons of the ftind. They are not directed at lrobe.ms
with wlhil]h the fuInd.. Is (lesign.,d to dalL Thly ire enacted entirely wl(hut re. -.
er..l.ec to ,{lh .nlatters adll for purl]o)sS wlich ar( entirely a inatter of (domtlLIC
pilbly. and any effort on the part of the fund to ciercmvent theni would be a
clear v/itii ion of Its powers.

(The telegram from Mr. Mollin is as follows:)

A twoplm, exilnitaory statemen t ahout powers gorteld in Blretton Woods
agfl'u'alet ewhich might Sltuwree t awriff or sanitary laws received. xpIlalilaion
sms adtleqlllte as to tariffs hit eonsider it quite unsatisfatory with regard
to Miluitary law. ve ]lo raolan whotsoever why there should not Iti adildl a
speific exmrlaion to serios 6 article 9, cliearly stating that tile lfream from
restrictions, regulations, imd ntrols mentionled thereis does not apply to
(xisithlg, sanitary regulations. Ii the explanation in ithe f ial two pra.graphs
on page 2, refPrele is nmade to the fact that the f .nanael assets of the f.und
should always b, free for use In purchase of goods; and while it mnay be true
tlhat it in not uintcld sluch golos could be Imported into this country in vilin-
tIon of Our sanitary embargo, there Is no clear stutement to the cntrar, and
Certainly tile language of the artile itself could Ihe constred as removing all
restrietlis, regulations, and controls. Writing yeo further

F, E. MoNr,
Exeutive geaetory, Amerilan Nattonal Live Stoek Association.

(The article from the Chicago Daily Drovers Journal of Saturday,
June 23, 1945, is as follows:)
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THE ANswR

With iiincrealllg leat shortage, niany city Neople are clanoring for thIIe admis-
ion o. f fresh bier from thie Argnrhine. T1ie answ!r to tiot they do not unlller

sillid, bht it will be f, ltl iir , t't'ly issued Go.erlitt re.lort aos follows:
KIownl flr 1enturile to bI one of tahe Wold's most (nlltgiolol aneld dlevaltlillg

"·i,,live ,na ilndies, fot-anlod-m outhf disease lits been culrbed in the Unitedl Stales
by veterinarey science, he United Sliates has repql, ld eight iv o Isioll i of this
disease .. d Sinlce 1929 has been eotirely free fro It. Under legislative lUhor-
Ily, ald With nitl ftnt lvestock. arid other ilterts, Federail and Statle veterin-
ary bofiil] h .a .. cmoperated in main toMning n rigid natinnl , qLolitnine to
ci..lde iil.fetln fromi outs.id. sources ,d ltl pr.nlonptly dierdialng outbreaks.

Er1diadt1 i0on has e)ISisi ol i a plyin g qayl'aitilne mesures, S[}lamgh tPeln in-
feeteld an exposed anitmals, b.ry.i g or ,remathig the ,eatrcss, and disinfoct-
l1g prein sl s .. Tho iugh iffeclive, this potlicy wa Sr netitles inest lilt is b!iogI
too drastic nild cr1 tics rged that some less seIer. melth(dx, slth Ia ilses em-
ployd In il',tli ,tnfltries of EnrOll, be usel A.cordingly, tile Ulitdl tlates
I)epartmnlet of Agric.lt.tIre proposed tlC (.o.greis il, 1924 tihe atloli tient of a
commission i to StUdy lihd dUsen(I in Enro.an conltries. It was ..ne.ssary to
do the work hdrodsii, sic bexerl"nlliet attll. iii th!e Ui[ted Stales would bIlul
Inda ,gertr the Non(e'os i.vesi lk. The ( .I.ll .;ini il ,,ntt to It, , ll Mayt

li2 ildl elsied 11 .,n.l.trles, rilakitgi slpal studies of Iethods of conirol
"The maldy Is caused by a virus so inife.lye thlin it will iellst ti dimrase

ii ll tl.lOll'S as groiit ar I to 10.()O,0. I'iraticaluly all crizi-fooAted alrilnals
ar. ,4(-eltplb]. hui ,.H igteT.0 form, fo4-d-r ...on lt disease I sltay lill or renter

vtkl1ie/hss f'fly half the n hna lo Il Ta he rd. ,T h l disease nl.s) pirianellty in-
olirs the Indlcli tlty of animals letss seerely affected Actie virus ni..y o!emr

i tilhe nloat, blood. llyph. Sllivi, milk, rind otter ports and s(*retlion of the
body Manim is finlirly relssiliit to the, Infett'onI hut sometimes nlnl rr, It. He
mar n1 carry nit on his (clonthg. InfectIon hasn been traced most comuniinoly

ao ffecel( Ilnlill]- their fresh eat, ik, i rid offsli-tiste rilIge garbage.
aind it lhe eont .nil/ ltfed productt, Dsinrifectirg wilh soltium hydroxide (Causic
t.oda) in a 1- to 2-ml(n-t solutlio is tighly effective for destroying virus on
[llf'ted premises after the dispoisal of aftred animalIs. The (ConilsSlon's
slil y sowtkI dfiui(ly ibhat the sinighter method of erdllcation Is best for Ihbe
United Slates it I ibased o the rleason.ling hl..t thle acrifices of a few nimiurals
is 11uch ieir thlan to allow Iio costly It disease to berineo permaneti, estab
lishd."

Mr. Luxaonr. I take it if we wanted to add anvthing after we have
examined that material there would be no objeetion

The CH[AIRMAN. Certn iiy. You will have that privilege.
Senator Tan. In this memorandum is a reference lo the drafting

cmnuIithe, a stat emeint Ima .de at Bretton Woods by le drafting com-
mittee. I wanted to ask Mr. White whether there are minutes of the
various sInboemmnittees of the drafting eConmnittee that are going to lie
used in the future, perhaps, in determininng the intlg)retatlo s of this
agrreenumt. If there m t, I think we ought to have tiemn in the record
here.

Mr1. LxronRD. That question arose also ii the House hearings, and
hey asked ius to bring down the minutes and the various documenrts

from B]rtlon Woods. They were very voluminous, but we brought
them down to tile House, and anyone that wanted to look them over
bad the o portunity. We could 'do the same thing here if anybody
were intelrested in going through them.

Senator TArt. What do you propose to do with them?
Mr. WtrITE. I think tihe State Department will print them.
Senator lmratrn . Are they indexed so that you can find the par-

ticular subject you wuant to refl to
Mr. WHITE, They will be indexed.
Seinator MiLutjxi. They are not indexed now?

75673-4,a- - .8
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Mr. WinrIE. Part of thorem are, Roand pinart of them are not. They
ari' Very 'vi)llililWlos.

Seinator 'lT ir. WVe oight to have the opportunity to find out whit
h( hese con i ttees mlay have said. It senls Io lil thlat with an agree-

menit of ti scope these mGinutes should be printed at sonme time. -
· Mi. WI aE. Xs a Inliatter f fact, Senator, lhey were distributed W

ii mlimimeogtraph erin ils of that tirne, just a day-to (lay do.tlen u tal ion
of wliit was going on; not t ranscript , but thile iniutes of the various
Ileetings. As I I:,y, tiat was all i tile IHouse, andi they had than oppor
lunity to g, over it. There is no disposition on our part to prevent

uinyonie looking over theOr,
Sn:eit o Ta r. It is a trmniendous job to go tl.rouglh them. I realize

that.
T he (CIIAlIiMAN. Thie ontteet0 will go into executive sssiofl

I ]e follow ing statements, etc., Were later received for clusion in
the record:)

NIrw~ra, AN. J, J,., 25, 19W5

Wuashidngfftr D C.
Ios] c e 1 Alm Thlie I1..l..la)ble A bert W. haLkt, oar Selnte ireplructalidl,,e

fur h(egI Soao, m Ne,, J,(,sey, has plltl jlied yrelly wiltl sh orblt titl[ibe f the i
writer'is o1(ie(ln ]lrltnce ilia, whih woe l l id eliminate detic{tige alxation and

AS it is irlh}ioSsdli 0( gir e i
f u fll Irfiolmnt o(f ille iit s of the writer's novel

A, t'ho i, uow [ ,I [ainance a goycrunil(,l I hes ire to add aI ffiw lllnlrIint radOIs
tI iy It mtAt wh eh I re.9ŽP(CtftllIy is vo1 o a dm1 0 Iii y Stl!ndi, tlI about
t]/( 1r(I'ni) WVe..lds BlOi(rl'tel[l IjIk Smbel,{.

'ThI adelltiune if l], Wvll, " s JIdilI 1,IT Verd11 ..Tt Wo.i .f ble math and
oiel'y la1in[ o itnGa..e itself wilbilt lskig one single dollar fInm . lly *Ol,[re!.

If adoted by or ' Tlh,, th, results wouli be. id s fIllowa,:
1. I]l wVl l· cOuld be fkoaced wliilhol aildhig o.i. .i.gle dollar to the Ni .on'rs

tax bill,
2. All iouneeclo tnxs erneldl be itrrii'ulcaol y elenilliteod.
:. All l taxes votld be itlnleetl{Jtly cIt 50 Wr! .Cp.t.

I r]fortti t Ow I.aay ry DeririFiiint Is c(oilt 1le dominiteod byv fie
Itidlr...init l bimkr,. Them , act the>f tiny idlplee a ft .i}gln ini ig{iit
nfilnanl SCNi{;IIIf{(1,Sfl Y all the workers of the wiold, ..YV.S (oIi('Jllysvi(y [ lirt
tlly ari atl tile {elrcy of TllS ihlirllioIil balnkers{ atnd ] o } I jogt PIws oiln!
singlh original idea. I ... lhler ,]id c h litelatiomaa bhilkel-s ile Ol Tresury a
D'[ }IIUItas {lltp'rIlttiolnl/ists lo'st *dt Atrnrieanin e0..lld, ] II aS tiated in
{it/{ of cly pious reqiltis, ] Wi]l [ositively dl..io.Sttl.. to 3",,r hoeIrehIell

CuitliIllelic tht thlec o1fficIh ' iea s a iile1 irt l trust of tihe A,,eri'ai, ipeople,
I g i'1(. ilq IX(t'o ill gy utilt I hi ¥ { Le

I
{ V o i)r{ I ,r t' ( vof) I., t -

}IItIP' rnoI that all or'loed<x thlilk'S haxe }rli givln till pivilege which was
deniedl to nIp

Ylru's very rspc'Ctfllly,
Ar eXsr WIUars.

MODlI rINAN(NE i5a

NoqzrL S:Nk'IR: SAll Itrgl..llnnts So fl l ulblllfltd b)y adlv(llte. or p1 siris"
re'gardgllm t, But!toOl Wods firsa i rpllosli ])lOliifJe, N, at tir .fO thllettioln
,g,-old (elibO]djx 1rinripls.

'Pi , ielr ha, IIi;l ]n ]0w t ] nance! abgvrnme IIlnt lh{l dstlrufive ta]n -
tiot a ]if stlldJy ali rlspectfully reNielts herewithldl ri o .... f Mlir the )t i reet
TlilihilI id fleitteein.g ia al maild I)idget Will e(vtr Bintg )0t1t1 I solitloi of the
worlds edonolli ind fiscal aliichllics.

Tl'ht worl] i dlnieinlled by 4w, pilosop.hilea Both aier basId in fiillartij.
illusinSi. "u woll ng .Cll.iui(.t thlinklig, (',pi talisrn }nd] (*wIllntii llm'.i Tbl Clall.
of thel iitlrniatit . .lhlankers tlht they frnllsh tile flnlloe for any nieioall{
budget s fa lsea Iad wolly l·ieposteeou' It is at age-old iyPthi baised cmyllthtdly
91 Ilusoinlg, whir ar, clevler, y tilaken dvantafe of atnd suelssfly fl ai l rnd
deceive plople hho kiow nothing lovt monley.
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Thlie balliel, furnish nothinlig, they H'e the lpepls di'jtsl troney, the Nations
clrreill( id lil( ] taliorna] (redit, all of 'Ji-lh to tsr ,est- ti,> bllkel'. ,1 ,tflhitg.
If ih C dtirle to pay a t Sall intltelst for I ilus( of t IWhsre hi;riI... I Ii . .ontro[
the! rit of iltel're.t. I Alinicl Illits (j)ital ii.i...sI IO libtoui $1%irAkI0Xft4});
1i0O biilt ill l Ihs .t! ba"kS 'I l billions in (tlretnay.cy h1 , 11,i't1- . wh$!; ho
ball.I ,,IlS lly : cihek, willheth it I gOv(e.l..ll.l.li.l OI jrit'ilt. it is alwa ys Isaid

[ila Ilkhsa workilg tdiliill (o88i ilt* balkile lii [giit
Thli ilrltr bltiihluhh litrolrio[l is ise wits giver n m iliez imdttr lit. hiriiu1t

tillit they liriisti thie ili i..s. $llld th ' 'pl!llqh pay in.leresti l it it...lllltii dtlIl,
w"hidch reilly d]its Itt ... t t if (oirrtdlq}y tahimPd. nlttcild of ti s]etlH ,. ii thlb

h b ~ ~ ~ ~Iankers ore ofilly elilirriN tO a sr ic chasri cltirge-

ti[ilght 4ni] .....v.hll.tiOl.ltlI'Y. It sildhis to lrlall lthllt lli fthiollo thflikelr Ol'i r ic
tis ,iell slienut lluxnty iI)Oit[rltu I aLn{h oUIl I ..t lly i5 Jus;t o rea ctiin)Dy tii it
Ills bl) yelLrs .go htl)l (ipWIri'. ... I.i.tto, Ii'il, Gililei. lstd n.,y dhls,
iitiitstlr-otetl thi filiitli-j.s Cf thir }gLe. NoIw ieorybi.dy adiits the I... 1 rlliit l.-

( i]O ( hy "l(o II ( IgLit] ..... w, T olhl., O l, l, LI... c t gl O IIX Of ii f .... Thi·s

d11.i ls 1ii ,l i ii] l[lo i ..ll (lI'..ll .ThP, slord il li.It ' lsrlg 1 lb, ,,tlwlihl! Id
l..ia ii. . il 1,it.. t hi i Iti i Ollr ..i....i t Orli Hl ihmo, inllt h Itr'g M litil l e rP ii".x th t e l y
fmlish Ih,, fitlir!$ fat- liy l Wo[] h..et is Ill(t lUl'et.i( W) ood lin...'.. l;l.
OiWvl 40 tilio1n5 senit heir oIrihodxi [ filinrial alliitrS hO list-Ill t, that E,]t[lqh-
lhatclhd ,rith.l.o. innlln e trick.

It is c{,ncoctcd by tilt Stmi'tl( "txprlts." wh]o advistd is to ]1()I'% o)llv'....¥..s rit
Of him .ilnll p.illm Ine, pttIlt. l wilth o..row( 1d ii.it....Y T *} li t !l",t f,]ti 1.. id rtil
h(] Sifi{'i*it .. t In. t he llt e arid gO siW. NIobody bwith i...lo.lhdx

.a,' ~~ [inittl pretfs~)H a sire fitnle Nyiteli.
'lIflt ]iFf!loi, .Voqld inslla]iltenIt irt is .. -... fusIr and. coillrttory that

tqi .- ll;l]i ithdl'II n I]L lawyer ..ouO( ltld nl!iih el IWlr lei mfk hltlllii i fl i. It I' Iha
fll' I;[f-l[t .if Ih ol'ilil.lX i OxIli.ts to apiiport i tottiriflg ilg lIll)a'(eilue sySItl I h,
hl t, , tl.kd ;acni i ntle. A t11 w, Wl,. It is I Il B n illsl t If xll rts WhOId ( IIlt filly
litlk Ili Ot! l OI l rm o ing ntd 11( ixf ig.

urn, wilh original irims " t,.1t frtc Will bli ptiritflttild tO liresttt ftns WIL][
.il jPln i i) i, l .l .... l. i thltit it trtl h Stilt with ... l h l(Ox )t/[ltiti i s ]- Wlist*4

ATi i jsuvi lIIt trt( an h itr l ilkili.

1. PI'\ 8]1 t .N...st5 (t.o...it.ni 'ith ftnhn'i-iDtg lit! N rtiO.I.. . {iilgeBl wit h I [i T,,*s

2. 'Fit' It.,piint of ,'hl a ehlik lelsistt.s it wilh his lnk,
V Tih, blurrki* rith-Ins t.n. uhtP:li 11v-Itt(1 ItI IIh, I i.t;nsury pat-I ipnt ']ia-i

rri ~kl 't ntlniiTtil -rel' lil oii lIht. Ittinl] of iht 'rin siur
4. TI,, balker thi, ophnllis han1kert Ireit il for lhe dpositlor.
5' 'In h i., kllk , I lv t Iil li I i l N.ir hi, ItO InhntunlHItg 'hln r 'l ,:ItI' Tll,
6 'ri , pl r I lII.- hitnlklIr ,gains; il- I los sl. , ri wc.vts atali .N..I !retlil nI'd

Inl rlt[li-
tnitbni m I o f IId~ Si.p.. hIOd l It .i... .Ip ll Wi¥ Ild l trb ltt el so oill

fi,',' i[ id i .I...t I-*...... Ilt, hiftiilthps for arty glov(Iuultlmtt X(} Zltveritlmlit %voNtliI
In,. ln ilql.,-l to siriIw Ir11 s.iltglr dillili ]II-i... liry itlt'rHni oill it)IILIe or any

I 'ItI. I ttl-, Tlir gids itti(i hor hoxing rei.tIde rellct oorbut s(rvi
2 Th' iN4jiIn g , ] ptlil ITniIi T .t- in n I(inlg thl fl', ..1.... y (4I, (It.

4 I ts I a r.vI D t-t, s IviuuilI Ie el i*]nted
5. li'ro(Il~ trIxi, -rillld 'll ri'limd i 5p ficprt at oile lItti] ristirrIee.. tax!s

All }Eo]tIr> allet' rr,[tt1 aike. II..m.oy Ilsts I r'ent, iml the lhiig taIIaard
I[ -tseI.d i'lln . iatitl ll, ir'e f-'td ftitfll ti-rttiittil( ,la t%-ir b, h 1' , iliterllltlt titnal

Tbl*, pfIriT[Im'its inf l] , ln ,s IItitt1r1 take t11ouI 11n1( [ t O[;! il'll d c1ilernI
II irli]]ili i L holl i1hirllIntitul lilltltO B.wiuitile I PiItt, Wind*.

prt-potl]s
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Tht wowld e*iillHt be alved 1 ImnIroved with ortodlld pailliatives or hanker
trik. Ti wrier is als ildy IIto prIlove II tie natiolo s thaIlt ilnternatioal
lbalnucla cal [) paid withoIlut transferring I Ot1lle of gold. To thnbiliz allo
Cill'fl'Oi/o, OBny 10i t o( gjold d1Icpoited in the Weighl'ts and M 1easurement
(Oflst 't'oiiii stniblilh l It 1 /i' t gld] oru ill nialtlok utoit whbic. all cuirpjicieI

Iouldh[e stabiliztod.
rlh~ o,,rid wmo ..lidtol i, alle to il ( ] Lg t, urof the d, t(11,IallI rdlt itll any

hioi Wldbh cri'lt' ilpaaybl, dt'bls, The wrilr's Žhbm weold ijablo I'ly
go ..'rll.l.l.tt to ItIlllc, ilself ilih itS own resourea aild actually make u prolit for
thll gl .irnnt.

sql,
'I thll .n..,i.y IllI.hl(}lo l ydou y ol, ll.

The wlit.r rethnhlnthbdH ,tller Wld-Wide TnOn(qlrv conference W ,ley. he
pan. elablish hil L le , tlh , alit Pllllitlt! of this origiina l Altirielmn ia how
to Itan:eI al go1vsriBi, .

If youlr ..s.r y otijlot .huld] deClil,( t [ gi¥e yel tie hepirx obijtilons to ihis
ltitprli In....Ih o f toot..'ilg A' govt'rnmentClII, the time woul(]d beo I, It..d II bhoSe

othe, mtkrs with ImIg(ltss[it dits InId willing to alnit the truth.

(liiAllRn o] (>MM 'L'E iF 1 llNli 'll, S'rr. or Ali CA.
Imaxhin ltoa. D Ct, June 23, 192j.

III, IROlIir PF Wa'Actit,
(rhoI..lll(/.., L IIOII Il ... O I1 ~/l iO /~t (MIoII'I',,IBoIy

Itiitd Siato, ena , lH4 VLin ic,. D C,
DIAR $rNAl&I

]
WV (;XI,: '[liD lJosp llOo, Of the ~ .i..r ], of tOlh l, If doe

United Stri lo as tllllillll' by til loiin] Of drlltois, with rigarid o lhe pro-
olSOl] lrl crlllhll] ltii'y [oIi aiid Ihl(,II'tioilltl Kitiik fot Ilt.(isrqioji

Iid l) i u'li' i .. t o d. ' r -i p lt . it i II pproiiroloisd i" f o rt If O i, Inlh rl l t
Thti, l'Id , Was pIl..lbishpd lrot ti ihe IaiI I lrligs oif tih, Iilslo ( ionltteet o,

lanIkHinlgil (,jdi ClIiii'D Upoon tIh, *TllolihlIg l[ltilitin.
Onp iadt'p ... ttrti(!lIt, after jassage by tioe House' of }. It. M1i4, 'vhdl Is

LIW iDld[ig l, Iroi th, 0nie'ollo mtlilt it 11 O fllking oIld i'-iL-y, gil¥(, (dll
slt'Dliti.n to 1w iollahiug legislation. Tihe department I.... q I[)a([ (lhe ii t(.t',]

, in It'lill [lIfLtl air tf L tii Ih ligh o t'[ih he (hanller'I pio.I
Of aSkIngI yeI t QTItil lltmllie hrrllIgs to perWit lia applr....t.le (if (Chambr
Wllhoti.e . t' rplfIolly tIoolol th at the etloosed (ominjittee report lind fijiall

Wt slall dhIIelily \reiat it if you Rill olliii til, I p5t8my fnlrtt fiirlip Ihi

Si"C'r+l, y t],

FIow,.,1 L. VM}JI(iAL'.

BRE'i'I(N 1W(iODS PIROGRAM

IN~R2rn IoN-AI. MIONET'A'W ILF.N. Ay~I} TNlEMVNArIo~Al, 1[ANIC Ill l ONdSIotICITON
AM) ][)vi][[~hpMNr

({bhall[H rl Co(ohmmere of the V uit'll Sctates, W, .shlilo[ OIr G. D). C., Alpot 1945)

Thill slport ditls With th, pi.l.O.l] lnlt ii. lt d Stales {tuvrnllmelt adhere
(o itQ IP,,atiu>ll],l foluilary ]'lld tlui th, J..riP..tio]l tIooik for RtMusol.l,-

alo ill DtflwOoltll~ as dvined It (11I ]lr(ttol Woods (NoVf.re.cp.
T]V rpor't wafs pprt'I huv thb ditia l dt'jfrlltnwt tOoimiIm~I of the (hullillter

of (ommerce tf the U lite/I Stales in t'Oullflttion with A,,,olrlittr" of ItII for
elgil ....... t.re dhp..t'lelt{ 0onInltleC fi the reinttee on lutern'atinoal postwar

The hoar...d of di tcl 0rs of the lnhmber, 0It March , lM195, hihld thle iTlaprt Ill }b
ill iRrs l atlr ald effeIT It llllil e oC f Illn her .ieieP1s, P0111lnd l ] it to Ii fl vorS Abl
coilldentliort of the mmbIbrshjlp of th ciae, . . .. threhiziml Its Irm Ttti.i
to (COn'gr!ss.
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IB,,mN W¥lmns PRfOiLM

Thy fiallic d! Orl.lll(l£ . oll.l.l{it h.l. .. i..i .O Diis( rllc Jn tO [ t D ooi POJ.ISls Of
lIe BrI lton , Wiisd (iolfrriiet for ,uI ltftlnt*oIl .i. I netary Fu',l}dd ui llitotr-

nationol Band for Reeonsitrctionlllj ai Dealeoipment wifth a view to arucomienda-
*, titin isn liai.n.... with dlodtird pAMIcies of thoe Chamlber of Co.mmerce of Ibe

CllTAM1,IR (A3Mfl.ITMIIlS

SI¢Vu!, positio>IIs estab]{'~lis!e by the cois:tiilirtf ogIPtlza0ions of the Chllibtr
by 1i44*flolil.lU 6r i.. moIlejl tiji jugs atr'e [1iQ1 ...i*[t II the g...IIl'.1 sio(ltet. Thesl
dal with (1) lhterIi I roliahoratim h (2) world tra.dI, Iu..d (3) ntoltary
policy.

[tnlttfi ) Onli r>U.nlljorilts.. lin',-Uf, ,ltiab voI(' Oil thret sel:iittte et ltasionsel
uIotn'llg ]t lIt litiel{ t c~[lO ~hambe r oft recoid lotr lioical ti Ilsl (mOilmunie rulabaoation
by thi! UIillTed Sla1U will, oiith, ul itlJoi i11 Ia i]ltJoiill of ]osiwlti 1j{' ll.I

Ued.r tht, frst of oS', h Ipprqd Pit Jaitary 1,14. }i ) ....t.. u.bhshp If the
lIdIaloht .;Ibii'(tld ('NCtIhiolk Iu If tei'iiiOl ix)lkiill] Org tItiZtihiohI fol the

ii]ilillittllahl <If poole anld lSecurity. With hie [rr)iso Diot l [i or1galotz1til] 4lllil(
be hd1O }II lit'i(ii Of tI'irouIil wflalrlol( i , ll ali.Ig uI j..l.S ahid ItD./.iqi
no{t hlIO ItI foilt otf SiplrstLto.

i i sla(' , dc n i';lat, pllb inrove id a 1alii h 1944. tih caalimbr urged all-priprint
pilqiipeol it hIl I[Ie UIHod StIpo r ]In lloolli'lbol[ pIroglall fol
tIe , w if :tli ie ollitiiilt .... .. I toowlhl'ic tle'¥Hstat(d(I hy wb ar.

Il {lie titi< of Ith, s(i[o'k If tetitir {, Hle (hlhillbi¢r. ill May I, 1 i[,'ovtd by
inl'e o ,'Io V~tI}lis II...l.i.es I. [illoiOt i i{eiriil.i...Ii lal old oi]l.'. OttO of(
TS4 ¥e~tl sii:i( tiflolslti s[lll[I(el h>1ilg .. I ((Iotlolic 1h1ob],OlllsI ieidr this

oihdr (tiii¢d Xlitlhs, of Iiti:t' SNIiit loIotlea, t.cotiiiii, or *itul qtl..stlOihs, tlie
sIdlllil{ Of w]ich Ill hI .e. l...l.. shll Or at leatT detiitely {)hliii...l I In wlrlvll
if flit' I('siulii of hon tilities'"

lVolrd Icatd. CIlititCiioIrlls of Ith' t Ihal.l..r illtdh{ a iiil I.r (I .re ohltions
fllorhilg Nl{sil' to pil'olttot il, idXjitlt of w%,ld trido, [it orich ]it en-
sitl]rtihiolt of li0 JlItericts if do{lsiQ tlrdslltry arid tIgriemllur. These illclude

dt lrt4l aoid ill 1i,(i h Ifll rb{fertii ii, ttllllIFii IWi4 i h 'It¥i tIn ilihiiil .tlUl'[g
ii I,1, i... ii. ... I stilioi it thli i i, hou It l loitiliig ii wiiii I the lr iotl ilitgft

.A 1113 rl.oh , tilj,, i t]t*oi thitliit, i inllO, l 1lt i, t ,iidit[ioi p'ollit, It Sholid
lIe Itio o<ljeI til If Ph, (4Oomo',Ttnunt to polii'iie It onihiy ill ill .il..ioauixtl
Jl]l'all,~1 ' Iii oi]ijn Ior exloit tf ll f111(1 forlg Ib bllilpsg i] a lioIoiiinl~ of Aineph
tell eitlpHirjiss. Alll h!i.il 1,i3 r &esltidiiiin 1h tiito ole th Iole.y itf Ih Trallde
AI. ..*i .... I IA t hi .... Id e I. .i.{JIed, with aID dtr]eotI. Ji H1l'I'rhlv , iil to e IitgioeuilI ....
OC tItD-ItiVI , gI I llr , IIt s for Iee It {ClrIlah I II , l I tli( ! d jls mtttbt t o I ti, , I ]'a 'OI.a r¢,sIrlctioiis mind oilher t hShoihodI' to th rtltMoll.lh... lh, Of gods( uit

Ii a 1914 reftte'ptltti, t ii Ch ih oller d11(,h1 Ired l( I (Ool vc l'lei t I C 'o1i of foicigri

tide I ii I b tlh te rl i]",tI, i< O jII iOI, I.... I'hiiti Iot ld H$ $ -0lil . p &i$ble". l, h1oi'..... I fo sio lI m il IIe hsiih'le I I0 1 i*tov niji lr , tuieditiesIll ThissurI !og i)o AtIIltpt

eioed the i~li[l'isp] if gli{t[4r roi[sIell0ib [{1( xidi{] di'IIihlllkt0 of good{s III
]o0¥t I)i(t'5 Iito ii] loololys of tho iot'jld TIN a, rl 'n of [p1[ro'nlo lh( le Ifl of

eej1]d ]l.Srlt y SO o;S;II j!] fo' a.i .lbig IItiie
The 1}144 dech(]ltnitOll ]}{ll] hut, to} (tioroiurgt! (}{1, JIil]ibI tO l'o ,fr'aiz froI

<'"oSi$i vt ... S sueth Is followed {lie lhli win. hthe lJicte SIIttes Su.Otdlti ,tlis'not
It (Oii{tSIqtlll 'i, lib'r. l Ie... I e IbJoll tariff Itljcy. Elrhl'irF eiettllh...... iits by titi,
tlbt}... },i it iflhi{IIlg,[ i If DOIu ]iid 1943[ wjibi I I{ ... oII 'ifet, tilr]oxed
tbliY laws, inicleuding tirjiiHtiiieltls t..er Lhet Tl. idi Affl.{%ietl, A,{, to ,srie
rt'iiqt8iithlp o't~p itll{ flle r ll Ar'i(!11{ iiidittrip.s ohd 1giei.hlllrk subject to 1tic

M,1ontary polia/ i¥i]'ij[lIs which s]lId[ lit observed iti the! feillt...{io o
i.innlotaly policy DIlI Jlnllt Ptiolnd sphere e applru1iv..I by the !bol}rslhip

of the hlilottatr in, It rpfeiudo'li iii J.inic 194J4 Tho vole? was 2'36 II 14. Thid
aet30u was sakin just prlior to hlue vonf ren'e at Bretton Woods, N. It., July 1

o 22. 1)41.
[iph decllrtion on molne..tary p{olicy iepjrlli it)]he bil]i f Of he I ehai11l, r that

reslotl'otit of a siitirntory JBairileruotiotl] iiiol....tliy stand.ud Ia..d faith In the
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In ligrity of uIrenl s art viil] nds whic m't bl tilt SOtlbiliy of irr!i4,s
W 11. It,]dll l1&o n I. . .1 tLfy IIsI (, i ao r .. i r l ir I ri vll1 iLI'r IItiEId Ilildle,
,illi its jl(nllir beni fits io hi!' JIil]p, If (ie Ulnitied Shit0 slnid of ((jollhr!II [Ii

'I hi! g&l Iu ...l.-d lli s stnio.. It b the OIily . l... rn l b'a ItLIP'i i!ir ry $tIImdLIyd
whih II.. (oIII..lll...lod ally gt. l.. a(ptaTtee ItsIhwatlion, ill andlItl.ha. ff,.4 of

L s li s~qIt.,rl Btildt t rii I d e d,,lilb rPa tO b lI If lKil Itq Uipil , h do..ho.i lP IIt 'I aCi.itdlficli, tlhe ])1li lRillhg olfbI 11 budgets, nlid Ihel Wilnc mo l ll Iu i o.liof i.IIiIIISI
11[)OII A!Ol[ Ot x(hlJIgi.

']7i,! !iihi $lItat,s il a W a1, Ss;l'd ] s[oulld P' tlu Ift II ......lll(> Fy tl illyIi,
j n]Il ij! i [itiJ l ])} tSSlltic of s.abflity of the d. lar, fi le, of x',halllge!

II?'llii1 Jt li l sI. bll byIi ' OfJ iho do"llar, i11 (]I(Il lU Sil(I l'l. II' l r(lll,.l. .Idonl
liLil of 1lCsb whitlih a , dVgisihll '( I to nliI(.olrgI i e fIllhgg. ... jua,4,l fill.tig, lIf til
lbl ill i Is k Lt i g ihl'i'J I pfiinn pr iIhilJioi l, lPID tho th , rl'LSQ ITuh 1xu.lt.o.ij

!lh hi ( ,ll;n IsIt ltl haI' llp T II ,(i h')r i hou 111,d he on' it' by llo twllri" t o allish
ulfinite[ t li~:ihlg hlllluU ll dodluhr[ alll(.l 111111] [ill ,'ill,< Wilil SllII9IIIII flrt] alti]

thErflot) or ( irtitjols of otither UOql'ite Is bhigy 'linkom. ilb, sqy .(.jlistr IlI~ls,

lliliti,'P 'if il'l II i ,lll Hii be IIl& I llS ]I dl U1m1i llI l ll] I1,1 iloiliy il. t ill(Ih ll l11
tisill p ,lll. o fi(tl[ll( go xtllif tItl IId d...]llie. Il v IE(lll i&Esh Xli]'lI i ... l .. 1 ithIlt

(11II111 I Ji efot Inii Ii. i ii i nfl i jlCietl u'.(iill jliiit jhli' 111 Ii( O i''(.l~ at l(.jiah IdI OI;/I(

ttbI5t$ r lt''I'ijllbo lit'lin tlfrfihifh alloiai " Ithiigl tn( IefW

IL iilI HI oII.S
T]i, dt'InIi[fI oill? stlahd ]hll t ii 0I.....Ill ... I ljib ... r .. l.y stl iifli(}I l 'SOlt,'

ilht
q '

IILhlll
[

i I n ]$il tii] . . tlgh po ii III t [I1 dl'siarl'h , r ilnrS ii]i]zilg 'xil4 ngl
qiijihii"tir} Willi e'ulrI i , I' lg II fillW as"I' Itd tI 1f, if (]ti, highllsi

[ll "t ......li (o [risi't i][l, ... pL Iol .. Hal f ... I ,o l 'If ,"ffi r %H l 1,I It~i ll .:...i11 fr I qq.. Ill[

tosr lrlistl~ i I [ Ly hip i . ]i ry, li l]t 111116 II il t 
~
1t t 'ls O it itill 'I lnlilt iohiu

or ihthii LII i/O i'ttiny i ll e, intt, Il1I iila iTi, .. I:in.. IW f Iii IHei t l i'I n ls 'gii
" If tl~b l ",1~ h l]N'1i/i ilf t*I " [l(] Iu ri'cll{] I)[o] .sls ...... I 1lh 'l l "llaw ... II']'1ii] h

I

~l~lfl ... I .. W~li" ...[al l ', I , olI". l."ilt %i" 'lh 
~
l[ ll, v(III! irvit iio[[ii Iif fir t fll,

'[iiW i][w [ 1Iii'g l I',I[ ('{~ .i...Il I I illlhlil ei sll Sh. lillt' tI, flt i,,io oI ii' f o reIf

nlld';l~ i i -t ll ] o II1t ' th dleI tsy
*! I4 I~'l llllilklt't Is I~i [}11 I)])i[I,.[ ]li [ht ,(O~II ~ Il II~ O~ Illin is pi11Ill( 't1S ify

I hI ilI'lT ...t III, mllii IIIII11, IIIi,jtfrijti, .. IIiu.l j:oit vn

Till)F Iq 'Ill r t e s 1ill. Ihf, o WllsT4 t roloI s ] i, lo i 11w1pr'I t&irlinh i,ig O]t'xfvn kkd bih 11 11 dih'llIh',[ ith Iii .....J Ih~r p~If is (IIIIJ[} 1 ... I, FI If i Ojr r ii [, inI('U 1h i ( Jill : I1 t l l ;I, l *X htl, I th (, I Ivritd
II }l [..... T "'Ill is i Ill o i I a[ X I .......

D]~Ol Od, I([tEit' r ,... hi. l"hIrEil'L f o PIII II ! b , id t x lIll~fl Ih,
I siiiie . I. i h r, tIi... r. ii. i ful IH lliol libl , cJ jl ltlt ~ ll ll,ufl~]ll I PIIEIWil(,] s]tl't i] l tltaldl CII t~l~l'lh/ ]II h'h~il itpz 1w IIg

(
P's]~l( fin] i (Ol[ t][tt[lls

b"jri'll n l iul Ihls ..i .I ., 1iq , r lil,,s 1d l h g I lld r l.. ..... I.... Ii fill,' atlsfI .... i t a
Jif I Ii d I flhlUIl r lI thiu 'l u (If tIll Mt itt i f i

bbi i~i fldh14 If i i lldrfId, nll([]II .... I ... i

il 'r I th.' 111,l· l''(]O lhflltl]O jk'Os ... ll li l' .lIIt'tnll] tIldleire, of l bh'
]1i ltlil X~Vni I I/j4 ( i)~o lw~l , I f l~ ... i, W ith thef i(l..t...I'. l [( ]i' Of It hlly -

if'!lu t* L]t'S WouIHq0'l hi ~1 Shhgh tsf ~EiIetll ,p iti Iufh~, i]cl stoy tI, jl ujlhos l Mojuttlary~i

Fir 11(1.and e

lr it I,lfl~t i l'nlIheuioi WT III,' I....tr,i VII' itir iNr a s

hiiii/iuti' ii al]n) ' (' tt~ l (l] ] Il ,IH t' l it IliO(JfJ litJ) ..... rl ./! Ie lu ilt
I

[ it . l El. g iqJ (llonthir

rlll ...T ly , llt . IPt

i 'ril ,gl i I.. iiil, r)01io ll ifldttif!lIh p XIIII'i I 0
L

,l1d 11 t ViIti l i of Inlen
]..i m[J trl~d I' If ihl' i? .f nx lllv strnilily, ]]gitl ]i ffT fi i)d i]-( n]}- tx-
(I.:Tig. :.I. I l.l. l'I'lllC d :utllig []1, Ill 0111. llv~liditOO of t ,oilDipP IT ivi t,(,d hg( , ilu .... ,
(Whl I. t",tllldidl (I I 11 II l[ilqh sy'tll of JI:IV[tI hI ('ltuhiirliriyttt omf foreign[I
(±X! llLzlls! r Ih 'lii- ('tl*.l*otioll (LI IrI;t]IiltljJl~lh% lt~S. ridl s ihv O.'Olilig (if th' (I('glt'e
iof (hiN''(uHui~l)Yl[Iru III ]1li]:lIls tIC ii~llyilllls.

SinulJrll'y, iJI'liiml(lahliJ@ pirDl~O5 inJ OilUIcci'il withfll it' flrt'lfoii Woo0(T pro.
1II~t~tL Oil long~ te!r~ 'redills iljo~hgitl [ sii~ritliitiu[i o]Jf thIO itivestnwlt off captl[}J
flii liM(tHill('il Liiupoe IlthIJS tit' resoraiJl LII f t¢Kt/)i~dltes 'if Wv~ll [liens~ t lit iori,!T-

ldqS]0il Of IrohltOd/1tl~t faeitiies to> rfit'~ine []ods Ihi' l{ (IOw(flttltl~l of l't!S'>ticos
ili (ut~lie reghluts, cltL('lItr~ffolvI,'] of yuli¥atr'. nIlr~ig~l n'evttneiit.ll the P~r(tlttlti)l of
a1 ]P'ngrallg(' Jiltll1{

'lr g]'otbh of~ itertlationtr] trade, and tihe lm1ainlOlten1ce of
eu1/iii[)ruttto in balh'tecls of p.aynl]ent5.
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MIo t lry snhilizatloa . ll l ird ll .l .l..i erodits il IP(.O. llstrt.loI ll.ii d.(.v. lol

hlieti rlt Ar 'los y rlae. Bot i I i'llI il(i i bltiii ofl lhg :Iy-
lhIt, .k lij ilOmlg otf he ]llmetnaic·n 1 ¥hl ill o forigiil 'iI:gii/igO. r..,dlllN

tIh risks Il il)ileri t l ..ill lii ,'tiiioln.ltlL Il.flgif .r.. lr lls provi de issistatllt ilthe dltW*]op1lwTit Of the (*!oiio(ieS or f [la~tto rhrotigh SPlh d VtlipN/ii {it , cx]m l-
sionI of bIh export mid ilnlit rttlld s ilrlid rissihblh A lnrtd 9ii'tl wlh of

lqld(,1 ito l orl, ,~ l b,,ii f ields vt .E. tib t I'rd]lId afll . f or llS I'.!1tioii]i] bohp'b . Oltigl taili n lenIt I tr]( ..ll I IfIrll., sIIIIILZitll~ii LiPel. [l tlllltnli{e* is Of L he 0l)Jlilll titt t pl i tho ll-nL jsdils of jug' eIhp p illnr¶-ihI IrtIpilt t. flI(Ite0i jona [ -Io ahoialjii \ lsfio. lf {tuI( Illld
titry li P

4
v

{
provlide l f.i iiioiill fut lFtlllIilallib {Id H11I W, ith sflJM(I Ill l ltl(< trio(r'd ditS ItS we]l as (itrnerltyios

Approlval of byrks he omlnift(e riii th r! ltashnii l
I{lfiolls (if thl FP(IIpOsp-d i Lilh,.vitim I Jll .k If1t lt lsltglwltljO jO11i tqlil !

IlUeId This institftliiCf n li]s (li s..dillt, tyoiilvrl IIts achi;itis iiil¢,' lt
srt' p oaf 11giignPlIlI , lW i lld Iih i 'isl(d {ll.will@d lt prI, tll...l. oif primate rahter

oi1iolt Cfl .l-lll.t ll ](Irsjll l agull s ill hill4ll] lii' IuI n'l. ohu i ",ii liwi i ".

WilSe~ui IIth IIt( , t Cil 'lr I., lli IlI idi ( 'h ill , 0 plrbi e'1 [lld I(if uk Ir I . ii{

Ii i'' <(,inlrii ilft i f 4.1*; cj'i $ i ulh[~qil. I,]ii lic iY tol'isl lii or ,- 5 fll<lt V f i n; ip

dIII ii*Ti .....r..itu .... h li,, [WI ult'riuuhvp I i Ai l ir'-I,(

8I'llnz1l~it llli i((' till Ii { I.....1 .h.i ilt llf I( tiTi. i)f Ii .li .i I P(.ld l ritI t ,tl Ofl
idP llN dIuII.. ih III I, h;iei i .i.W, d it, li I ...l :i alt 10 t I ...rt s { lr b lrat

~5 tPF:Ht Il dil!Il~oilD) ID. o~t, · ,·,,~, li.·l·(h, ,:,,.lf,, (JlF]O iy ;Sl:blizl]{io]L i, ~·~~

Phi- {!iu, llifu' h l u, biyi dli llSIM l l Ih e l lllg, . i.inI- Ihut u 11.... i. 113 ( If 111111(
,Iih 1rll {Io l l,0t I l pdi, li, [Ih fu ! iII'h IIi'l iht l"lo4ii C p uil'plltt llll-r, Fii -ifll{ 1.~ i'e
witf j-ii,lhlP 1qj li 10n -t if i.- iti.r.. Ill .... ' s laiii, th h I ,a d 1 lllh itt i1 rl lh Jo

ill fill, talil.(li il uuuil{liuli 'vii"ild hi' ii il:,tp.ll hr ei flisiu' of i'i i-
8lult illir ll .i lii'P ]f Ia I-io , . ilf 1 if lis, iii} ulll i i .. o[ ' -h, liI' ;t- ikiglq
ltli(l ,Hel1si ifl {1 ] tiiU i iu f ii it llii i bb( , y ll ] 1 itiipti.. II [ in lf d ml Hll i cinll lil

; [gi p I lllliil i...se i itrig ]t lulqlll i hli, I*lli- a i (l ithii h (ll*o1 Iibliol th.is Itg Illt
1,,Ik ti, isiiitti (IT 41illw h f iik .slub ll l ui%'uuluu O'lltfl ul, 14(41 s I ...il tiui, thI~is
1jIII fln{ thi n, i t inul, u h fl i -i tl [l i lll> ..i.. l lt (Inllnl a dii.N ii i!sld t uto s wiq'li,
Wli'l ..l.l. i'lill t llvii f ili, riPli h* , lillliynIl is L Im l iii, rll { i ,lf(! ,t uhI

us wlelll'] :8q ii] I' I'nulek Sijux~~l~l u-> Suiiti(qul~s s ]1tit byw fuIdhubispmen'i.f i]1-
* I; III' Bii uil of ( 1iiOI I if hPl i h,, n,[ i tl f lh l/, ,i j 5i'r{' i [ 111,1gi' l' l tlk l

Il Rn Id bgntntIwi.l...rr .fdl lt i tIII I, iiTi, b ll tt l ." l, ib

{ T ;iI, } 'h, 'll to' i ? -iztilqil t01, (iIl..Isll] t i i1, lictll u. fi (iid lio b 'f, te
(},' l iUll(( ofituultI [ I: ttil']il-,- :1 ]isrl. fL*. b. pI t bli u I f:ili bll Iigh i 41igh iad

fl~ ft u-nsjol B It, hm 44 Pivo turn, o lIIi' ,p,k sell iltf Inlobilb,,inl

I" g tf "HI I I{mP1 Io {~t i~l'lig ps I~l i 11 1ppp Il. I ,
by{'t}11)i" l?11 .(... .I.. ... IT,11 ";11111 bf llie ae olIdi Ml 110oI't

~
, lUp iy , M11(Y hi

( tlPu$FIieI{I of i.. Injrll, t{iB ' iuI tl iijiiiil l , Idii tg Ji''l[Oi] 1( n10i 14] -ilt hiatgllge

'IIS Wt;[] ilsill tigl, [. P t[ i S iales liu)l (-f... t;I{qli, ... ; i. I If l t, , llcui... rl! Ui
lul(lip ](o1l lgVOf - sri- i. i-t hll :hk O itlh 'tit rh O giClii ih i 'litl/ w,,uild llr
,ill 'Ii .. '.sl irt ll] iFI'd sb'[;[[ g[ -t .. iiIi ths IIll{~d I ed

tlhQVt; iitihltl fJulit-tig .I ] r(! +1'lull, rl, aigh , i {jit i n it]O "l te,
Ifil' Izt1iifI r1 r-nl',fhIt {igh T i .ef l ..iNb. b rt, I. s i IlI nluh'itsl i onll.'Rh~f ll{

Th, T dflllll~ ~ly I>te[0ud of (]l./, 1 ill, i' fi r f]l~ I ):iH~ $[rl B8 Ill l 'k 0 itlv~'t('rho ohi~iloriuis o ul'--,i~it'lef(}i11d agi I {I liii tuLt lg;pi ll- ] }yl]i k¢s t l(,l1 to uiike I i lt4 Isdd

frl, lbI.- FIi.. ihii'r' l I It.......l I,, [ 1 ,- flip ll] l I ... lIlte. . 1[ rigll the {ilt[]ti S O tlbl

ec ih[] i'rs[ i-tp(!uqluurlls; on~ in(l,iitr I]111 IJ[;rut Polih~l11I ile3-.~l~
Xt itlt'>rifvl

O fo lieP o']111 tit(i{iguti ;I f 0''[IBs uli- ,-ouitrit'io i4f im', lIe i5 lv 3u r s; onf lh ied

AI11I lla* I4 i fli I~riIttt wu flii cy u ii Ofh ghii l i i Ifl'l ~tnI- ,l il {] tatlls
Iitd'i luigII l] pu4' [tshlr boFii 1t i (!ils. 'li t sit l t'l l "iote ill Wh[C,{ h the pr jit e.

rotf t ll h o erltiv . htltuhi ThI rg ih Iidod asi(Ii tlf iurhllt tIlII ilji hir I f si oothei
utt(-i4ur(' f,-orall 1l, tip [in l I~Ill ]o ['W ih. I-~fild Itwdl f .. I i .tguinh e

T]iiisill '- hosll l Oito le iNl tsi'ffu iItb.
itd, ooitflhri S MIthI ...- ' thit t fist of irl'fliif, t'1 . .llb]d] fiti ri is nA th',

liht till [lv',jn(~Si tl't Il( i;o f i~*ni,% prolgrieti fl lat e p tacerb SI1iwiZ.II' f
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curreneies. On lh con.trary. it is its belief that slut h ,Adeftrmlnft W hilll d to
a ollner idlitii] valation of ceiiiei.Li.,;I t wih ilnl lti.ately greater Wli aIe of
enduring stability.

The? ,Ivy slbslliill coI t of Ihe }iBttorI II, WodIl' Imgrar has , no e dll e tlr-
mining factor ill theo rlllilatio.lls o. tlt cotiili te, There hilid. how-
e II, be ftll di(.'}lslre of Iropddid p'ostwarr loanlin . d ... ter t iitrIIllti" )al 11a a
Cial uli(ltriakings of the Ulte!l Silate's as a ilalts gahd1bgllIg I p..ixr T,'rspee'
tire II is likely thalit lh inderltakings wIill b of co...delli*rnbl! m1 lllglmde.

oUl Dl MIANAOMIiqNV

The conntl e is ili>l-lcl'rtd withl the inipl.rtlice if sollnd lnlll]geinit by
rexpirielened offlinias, if it lten il inlltlliol> whthor intended for mane-
tary slabilizalio. .r IoFtgri' creit. is is tlo be sdlccet4Il1. With proper iman-
agemnt, the natr.ons c.uili have lssurI. nce. tiht .whatl.er I.o..r. wtyre granitle
w,ili.d l, ,,erised with (aitoh. Wiltiiot 111ch ialnagenieit,~l, in1,alullhbe] harm
might he} dt,

rIhe tHIiillillli' sn of thel olliliOII thft illh ] gisltin I tl . Ori.i.lg hie-. raiol of
alny ShlCM i istjllliiLOn !;blitii al½litllly dlitvu withi v 'ie tlo slliilg the al,-
1 R)illI[D!lt of Atnr" iIan repr',Slativcs ill, x! lieucc ill internal jl .llon financ
and1( wth~I abiliy of It bigIl ulritrit'! alii{ h provision sholl~d ie }it(Ite for fl !l~l-

,ld~e tll, Minagei~nin of to worIld ItihitdioneII woulh d hliu 11, 1bruiI
S~{l I ... O~ Vi ilhm I ..... t .... ll[Dllt.

E~fflo,(~ .i..gllgI,i.tl] of tI ,,,q1d ililti~lltil,111 ,,,Ild il'I'd', IJ(lqll
rl"gl'Tlin of tii opiIr,, Thpt ii s. o.t., II t . l.. with VI'!se tO
i-hiltte Olr!irin Of th, fuid ,..l(I the aInk Ill ,rJtIl[}415, dIL, Ii MlrnIT..t

rglitlOliis al.l.i.ail to thelm This is ain f 'litioilal raslIlo.. for fulrher sildy
If i e I bll illizhli... IltOgrinbW ,itInl ac.r]t iv taken upon It.

OBWI(NMMCS1 O1 M)NE.ITAV I'lsD

le I..lan fir a ll hirvhIonal nulfdlllnlry f l veS t he fstAMlishmnltL
of a IIt! anId ((O'LtuiPated It](hfnisl Much . ... .. irti I t to Ils o1(!I'atloi
,exists a[mog hoe htp r/lin ill thil fitld of fn.ign exlaughelf

IllN s1pIort of lb roli .i.li..lin foIr a dl.rtllllt (1 , ati'on Oil he fund,
[,rilinlg st uid.iy y lbh li i'ard of (kIvpr...s. of IIl I..k. tlhl cmnti' it.' I

few If tih (ttlistIs whichll Ilav bin made. T i..ltse ~ pelrltail. to .Si litI[s,
as (lt atablly Ior inst lilfy. t2) llnielitte P1siflful'dS (;i eossnltiall pnrtl-
uliles, ,and (4) pr(ol r limtatiionis of poer,

Strbility or i4&Thi'iIy--Ajprvhensi., l p eprfssod thai be tyrein llixl-
ilAhiy. il ullg rois l(suer the fulnid illsm'l f.i.., togiqther with the au'th ztaIed
or flntlaritne If re.l.inge c'rutrils anlltilI[ril reenents dri nl.,g thll Ioilnr

trttnsilioui period. Iinhll resull ti frtlhrhr inftbiltyr (if IIurrenieis and that
sltalily wolld rio Ie obtalin ed.

I]piiqhrenp lr 2(hi delnlmm(;-lcd tint, t, fixing of vlI o. , rCrle s ILL ters a
of gold is Ifiel'ulltlftP If X xliiillng sflailiztlfo. I iler words. tiold lplrovdles
the TliI s(ry OF lnifolI/On t~uiDuLint fl or. -

Ulitd lltlaeS (]dollars 'llf tn, flll.d, It WOull(I reln irely tiSy iol IiiIIke
(1httella ' ru!mnd WI}llid Ii, iI nih, d IL t .... i ('Onilct in ft Ilugattgo t o......t
al "filldamental~lI dljoqnllIbiur1.... withol.. t rigld to I1ilher It might be the
OulIgrwIh If lmest ic s;lalI or piioliial poic ies ,,

IThe widlqy fitertirg inliltrmioIN (if Ih, phIti ]II tIll UL1riled tnIs alnld
the U ite.d Kingdoim povide blIisis fi r d11It Ils Io ,lit 1TI111* he expl eted. The
enushasis Ill this rlnutry Ipoll stability of ,l!rrenihis inl ,onrlat whih tlhe liltish
ltphallsiS Ilial fpxihj 1 Ie' y ia l ld I' an for bl!l ittly as In th, polieies

whih Ight be pIruetdr by th o1ard If (Ao Iv 's of Ill, fli l ld. S1l.aritiles
toi tfle gold #aidat(]ir are streslm in he Ule ltid Sitales while lhe flditig lrittish

de}(,gale* h~l said hlilt the phln is the exact oppisile If the gold stNddard."
Whild one, If tlhe ,idroses nf ihe {)Jll is state( to b, the llnltjllt1oIf ofl foreigll

xchIalge restriitlon, whibh hamper th, growth of Wrtd tradeL. .. e.br llalon,
are aut.ori. wd to Inntrti Iam rsil'itbiins or Ill,"ose to oes for I riOld of 3
or 5 yearI' i even, longer. It Ia, blen :tW11ittll that the ipowers given the fund

to enforce Ihl withdrawal of restriet ions are weak.
The ,Onti l(a(c ill (.OudOimlIte Of r..$tri.tliolls would give eneonrag.!I/et Io

di-lfri1iiltorly tLr.lde agr'elt4lls 11(0h I Itlte itrevaied il vlh, sterling ;rea
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tr.ade ogrtawnsn iof I bWi terl nature I re contrary to thie idea oa multi lateral
baslis ,if illaynnts, which is i mitor o bjeetie iof t I ilBrtt .nI Woodl plrogram.

Ni less an a uhority thila l Ard Keyn, ba assurei the British peoleh thJat
ilateral 1(]( irtninlllens wfthin th, strlitiig ora!a Woir[io b(1 le prohibtt(l

l.der t]le plan. TIph, ]ritish tre skiptical of teir ability tio expaild tlihh ei)port
trhd iftler the w'r wfihout iagrc!tl euI tinet! w hicd h tieO natio s froill ,hdii they

bl]y alg'lt ilt I t...lth£ J l'itlish goods p flreta tlo toisle iof ,thr ellltr ei*S.
gJslel ...iltel ) Il tillriype. thoe sellng III tlLt Unit ed Killgoin 11ight r{-

mijy Aterlilg whiih Co.ld oita II ... nir"tlvrId jillb dI&'lats for IIrll']lal! {f Allle
I(illl good..i. Sue..h rllltlagl ts Woll ld 14111 t1 Ni dris!ichllinl£ty /lin ill Violat-
inI. of tiNe pl'rOsY 4f thll fnld and wouI l I sult In iijuly to Antriieai trade,
Vnryig hllel-tiirtatins il I the United Sntats it . he ULnitel KingdoIln on this

ITL] otihlr Pi1int ill cotlutiioa with ilth M.onetary lii[ hbare [en o ited in a
Ilettr froim Rlobert II(tlihby, iil]nir of tie Britisi Pllll P 1. l..... to b]( editor of
thi NIew )i'k iTals. M. ~ irit 1 by sliii litlit ioling ltl~ otid ie mil'e Itlifitllus
tio ile fUrir if AglhoAln(ItI r.tlonI s rili Ufi.n thlt le two (iilJlIris qhotl
IilI gl...l .(lu.l(... I tl([I llilklh s ng flat It iUlii[ i" swtllhgll dlirel ' F (f["

T'hII bilari 'of diltrs of ]{lt [alnibr i,,el glnv Iu .. bllictit i'o state...tltelit of
flit F ore igt. .t...... ii J- i iTll... l to... l", lt O ti liad it . i.. ii i.i.. r iir e i l iirIevf
ir1;oI ila a l netllloll ~

tilt! htlhy grolth Of WoIrld trla({~ Rifter (1w 'Va' antl]
,lllhIIg ipOil Iil lrler{I St llt'(j OVI.IIt.lnt to [nsis th'il all mOhlal lld llid4lle {o
till( pifiiplls Of 1ii1iitollitrt rninidisicl.illluItury tr[I'i! whiihli wlii( (IqlfIWtL ill

'ilt ilAidui.i. Ct,Il,, t liii(l'lit ll ti t;tslit 'oiros lailII oiTidh' jnhi uloi lg
i i[,tiflati n I[(,ill l[i. .. ii' l ir U ll tiill, lit liN4 I't I IIii.l.. j rlll tli, l,[ llJ r. lgl bi

AoFlritijcnil sta udii si rlul Li.liltais ipol'allg mlio ]jOd ll hihil i xtl[.ih.lf tlyo

I;'I;i i".... tliu re iit i ri co· I SI tli (hut' ,.. I dollarI in Roll ..tjig I with' ui.n'oIstbe
sill a ii zIaitll in ll'l .!i. ll Ill ,t( i% Wl" lif tll IIt- i tr I ,i', fllll tiijtilt o lIet I IilI ft illr.

WaViill wi /iiilltI Wh, Ill'Ol l~[I a dll. byll ,,,il i wll (It['I'(,[i(}, Wi I I ( ,l ll i]l I I [ Iy i(l

I.rl.l.. I oll tlliiio tl~ ll' 111[1'. ~ 1 chliiI 1it illt cO l Clol iliY (i[1tF
%Vol]]1 ~il } illdl~ Wil...ll.l l )i, li, ;a l tol l byI Cliig !.', ihlldl![ i hO ill SI Of 11et

FitItI ... b
Thli fUlld %TIl.l.. e essenti.altly erlilmi' iliifttliOIL IlIllt.gh 1th loa1is WOll] (

)e terrltluirI F h li f I 0igl i(Ilge Cfill ]hid, lylttrlt I..tie I., II )y I,
lllt(... r lilil .. 1 I ts OWi tur]rwr 4)], It ( IIhI I u[itl .... I] .i..ill(intL's. 'il g Ild
]liji[llt is IciusC( rllt Io the wh.r .ld eetIl... rrtIat ...i' o XI t l, , Ill.. h ilh,

thi folly (o for'eign cni'diTs wltilh jt't hII fill' ]ooiiiei ! IIT-WI f S fr ll a
* ciuuurmiatl IS, to Oilvt rise to the foiuitgn xChilllge ... I futi I .Iy.. .i.lhs 'If

WliN(il)lt1 IId tihlltdeFslt.

hl'tr IIr~ F clifT&Is tO r, "Illi'kit i I I'. .i.'.ll.. ih l fl]ihlt 1o tIlr.i.wiI. g FOm 1he
bilk. { 1tlill,.. !F of I lill £....l lI r silqp ll tOt to i orrowIll O,?... I h.llr.. t (' iSi ellnt
wit ol, llroAivi'ittll ille lugr ttiNl'it lilt Ill OX irs' or iiiitl .... otr txI t I F It might
be rItpl.'.s..teo.d t juslifyig Clt(411 in h rtw lla Of full'igo (xchlnii.

'i*(ip~iit'Oli, s lrl'[[[ I h ut nll( i Tlllllogitll / Ol( hii' fInl .. i... l ijut full hi ll tr to
deury ,,tldt rI IllIlN Iillhill "[hut Wats biloi/g ul... iui[n piollioiOs. It nplpellS to be
a fa(!t, howe, ci.Y Il:t no iii alt' i t'tjuli oit'rlllti]auuui is tl Iho
Crt!HII wouithlIrts~ Of hi'l.llTOW vI gi.iili.lg h., i.xla .... .. fXThlltiiL'0. ihiere
IJ alli nli1:l] liItit Oil tOrOTWlig. bIsed o. i .. Ito, b's qlluta. bilt Is atil olier
rus t;ieitous l(lld lit waihed ini di, dii',,Otl 4, I,, C.....1IM Mlie' !ilittojs hI[k
tll .sIqfeg'iau] oIIa ei .Io.wer . e] . rlt'ulit ilt hlir iWilnt lfritds. tilluc HS pTo-
vidtI, in the articles of 'Igrinllr if th, tilTI.

The Ilri'te is hilng widely dra';wn that i/nbe1ls woul][ consider thenseves
eltil]t' to the anllltOts or heir quoIll and] wiull... s. ], ,l Io reLIs Thesel
quta( I ts wetlx e ttl atriuu IV.i 1o , Is. ih II p tieiil d I i ihit

+
ry fCtoirs tcrJimg

to ouatweigh wt'h, citisthql'('rllltiii. OVO*1 tht of a1 ~Ighily lhltfrtnill .. t CC(,litTtC
i.. mirttIti iuth, ti dt pIo5p[,CI.[
The re1*dit s avalablhe Iillroi]gi thel f11d Ill'! tirltl lO( for al ] istu tiof batlacslit

of P]aymlotis ltlolig latiols rieOir thili for sit r'ifl. [lrjt'ets It wo.l. Ilh] l.II
llwi)](~ bhowever. II sogn(gle forieIig,, exhl[iilgi' ,Mi for. .. i flll! from that

used for tht other.
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Certain coulntris II et said to illtielre't tile rHIes to pIritit thet Inli;4'tatimin if
cllaiitl] good8 ]lrltl.g.l 11ie oIf ie fndll

'Ther s.eIils oId refl.lit. to . i. v cLloe a.ll"iOnt h 1o lhl lossihil)y of .excessivef
borr4/%i'lg Whic(h tlll hb,,d LI collapse of filte fund ndi 'drrls' eosltquet!lcs
to r ,i rld e, ..io L.

1Estfiwai prIr.q..t... 's Th SII... Iss'f c1.1 chllemn for worl]d ci-elr y stail-
itlloi is to ti.l 1llt1iiv. i( bt e pltivirdizitd bIy c nt11epnii9g iP],i]lSon. bhfo' 'ouli-

tions are hvorthie, Ileitet, hb tmiolg If thI . .rlti.1it of LI" pr~lip (i] Monetary
lifit I... iites (I1rflll] eIohsl'ldleiion. iI tin light of hlresrnt cilaotie ricjilios
tlld tle Nl),iifiC llmltahilht li.[i)ii tll fi 1d dlwrill gi[t ll) pstwar lrlisif..ioal J... old,

gnailirist t! op ll)(ea to h ilies1!(!( siirr oi- l]sirli AI !.
T· ie .illgll d lilld ii lli ti iw etjid l t(J('ll tmltl'llgl 1 .if t Jhe ~tltailedi l lij4' i iii ie
r 3e i ,ca dr 4 itI iIM .. I.11' t1' IIIe] r( '( I ( l h t, .he tillull

oif IxI lil iigi liti , ls t.l.i iw1(~ ll hy Ii $i ll t.i.iii. i t thafllt its rOlsoqlrees sru ll d .Itl b
iiis fiL 'ii !ll t ei'P( t ll, strlluitl Ot for ie, /it i .t Cl ii ll itl'lllil . i nr l -
d.i.s.s. . rl ilig ,Ii or ihe wiiL ~. l(S h slanIhlziijittl of illr('ie $ 1 i .S .t. .l..-

hl ill r, II' ....ir ioi lgrtol d l b, ht tigh Ill t b .. to a l]trg1 2 exIt i.. '.iki jil
hp I i~pI iI.Illrq 4if tbm, fold.

Ul-iem fihe flaII (,iid oTilral, slces, tu'lly 'rtqaiut jtI[fl] islt!s witiltlr 4it
ll ll ihg]l, lll( jr ii l ill(,irti..li .i..plll.i.tll ies ;-wiit he es&,[ rti ] .

-it-st ' fll, th,- .....( s ltl n)e r}is .... i . .. Iip ,, T e 11t2 Dllt for It geul O..... il bller
,ilN}}ll IJ o'lli.gi.iltiOfl to I.I nla..ml l.nlIIIp ITNl', iId . u-I1 y. lasofiated with the, o nl-

fiHi~Oli5 l fe liuiiiiitu ~dilbt O klslll{l n t i ll n ilt iislei illl SI { I IhI l ii(2 'iC$$l, illai{-
,i.i..ll. r, i jfi'!iiit t1io I llrlli a, lquilins if ,ib' [ titlliy p l iuid l lt a1r1 i d, i'y [ ,IkR]

'pIHinIllml((of wfr i-onditionL S for It ctsd'frtihle priodl .. I ;ti)IlIH n Ilelit pirldikln
Ili, il iil ...... if l. f!LI lr'[tlv rl, I, iitiri tl.~i][q ilrlt ', Hi r T .. it il] wo lin, ){,!pw

If{ h~, 0I...] j...]gll~bi
Stbli tlity 'ief W idii I)pirp lw( i II a lql ,[ oIlt iii if sill i, iidli 'sti(! ( dl(tlioi.

I !TTIIai]jiHiti.. sabi,,ijy ~i f 'x-l,,r es w ill 0I..in . iou] ;'hiq] SOiiil tI qtl a nti {)ld
m){,i¢ 1,il pf 'kw , h' sl: t-l*ti (! 1lilh b) t., nItitr J tli (lI If piesimig ti it iir

tO'hfl[di¢iihii, bus~~ xi ~~llii O!i(-h ofthe eimIto - les ibittited] fri Axis .lonill lfniOr
Oftfiriklu hrn, r ..iiid i{ difliuilt To lix uxuh. i9 Lo- Ir 11/ itttiut rhicll, i'epl'(ent
INhi]' r,;l Value ll tiAi itier g ilii plS.of ldh" (qT,

Nitst( if let'.l! .' rIt-i hllh i!r Int- t, Ilt ihiii h fu d ii llhlk 1 , (j; ii- (r,,I..lmi ii

11:14'o si)nt~] stll{i)]iIlhriti {ifipr hti~itg giitlle){ t(o s!{irtiishl Oi~dcr or $holw .uufiu](. tl

St;ihil{it of O;''h {(lI ille]i. ilieiidi ;i,:lo ill i i lit llirtert lltir )l,,ilii. which

f"'lilitll lc~ ..

If Iii' lD or Ihd"I, fliItt ilN W l Nti-*Il I iebt .I 1ir W, Irll Wallr /IInll h ]
iliilgtili · C imlnrl aiil pu'iM',eli tlef h1InTifjns .. i. . I. rvisd wi¥ha Wl ¥ie to iL

h jllI ti...illit if...1 .. Ill ..if ..tn.cL-. ly rltde iiir-{ Is. IBalls I, f]Olreign I jtltshii ii!t IIst

]', gr."eat lrest tllttisrtlon w lih the ll initIcd Sfiit's alnt i lak tOl worl d I flulrntI
stahit/i I- is .ti....m . II S ltl tl .111i{i o.g l' integrity of the d lhliji I t.et..s of its
fixIll Iillie ill gti.l. Amog11 h I I. u isi will-i(ht l (Ii.id oiti-ib e t kit l cidi

i ill it ai b.ir;l lujug the lidlu ,lI vil i.. I·. f .. ]uflil .t y . I i esi.y
0.)hu-io1ily. 1o.li ],Ycti. lniIll, ',lm.tiimvm to. ... iit s ]iitly ha.' .. t as ylt

beelyl ,'nbhtiler}l{ ill hli gre't tnJiIiy ,if the C e.. I*ll w ilI WOlld p tId tll!t ipntt in
the M muqrv,11 I-nrAl. N'Or is It en'iniahie to ex[iwt their dipthiln In tih lb ea,

Pi... ig a -!{ iririg %, if it im se.i. t ... i. rtliuiltll!, thP logical fi'st stpI
t .. 'd)4[ I-'lrrHr'y stI li.i.]zatiii, N 1 .{]..Ot.gh i lie a-lhli.. f{Il'm(d iIi th] hbanibeis
I .l.i.tirrly es(iItzinhi Of a...i. 1!14., Itidir tIlts k11H(*le ... count]ies apriliadi

rhhiuIt lotlS w onld bi( estalilishild filrt between the l](lhnm and p......i lir{lngt
with st'lc .. ..l..t I'l']tii,11 .h.i'tll if ti, ll 4PI 'rit. S {f tl.t... (.o..l....tqi tiN tiey
miad, i('il'y tIjitsl ·is '' proposed Iltermatio.ial aillk }ight I.o¥dvil
the, 1,,lr'i-shti) ill I1 ilkiuig put such a ]i.O.rnun.

Pill,,r Ilitqlioi oIf Ih, ..uer.-.Vlt i t t .hn (.o}]pl][sion oWffer
(I,,, bi-t I)ilimNe r flLOnlui]] ri".tii}[ lI auty tdriolLte (I infjniii'l[l PrOgr¢II i
ipilIlt i]tItt'rrtyitrtiii ilh1T'ilitiIl. IP]t ...... has Sihiw ..] It]ll cnolI bbegetm

miore cti~toli-'o EI~fol'(e'rellit b,.comes -i-icmal~ing]l ftlluit Iniu]I{ess ai totaliraritan
et-r!thim[1. i. lsdablTohIlu]. 9,wh Itim' .O iT.l3y wo,,Id not ie toderatod it the Ursitd
St:tls. Nor wll~lld this pinniuy 'itrfti-i Pte t wra'ld umrgnnizatior± with stlir-
stal h ( i A n,;il r I1stli s.
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( Ii& i II ; I iIit i s sli..ld Ie Ihsel] . ls was slated Il I t' ti, ilb rl

sitnl~iry, Thou the ... lm fi .. I!i]F~l lhI)bfltl unOng [iutiL/iots dIf shilhlid

HOI II lt ,ll pl t e ] I I II .... I~l, l I ,1[)Q' I I Im L~!Wbi, .. .... I: g I ... I 11

* l s xll l aiI1 iuin( { Iq lllil p, rI ihlJh )II ijititllt'i na f mis, liii pt s I)hil iiies Itlr of a
ois i illb I ilo ,Wg cha lb( I,(

Iif 4I&PLb ii5 hi itlll ,1'ihli in ll t hIu li L Ill!I iraehli(k Dihll ish by Oll(!,q na thillon
Ill ... ii g..t tlsll] iI I.. ('i cIroill djItli t.li.. * WW ll' iIlDI i¥t O ls {(1' fili4q, e'lII ,-
(IILfIt irlHs i.ig.. be I'ihI' IIi. , this ctliilll'y tVby litt filil wih isic tl t(l i chl ges

b li, Hlil . Kolig- lt, i itr eiitl ht Ii.4ii',. oi it]t, itllal .I.. ril.] It III s Illlti tIi

WVhllI{!,1!I?, Ily be I le 1 'Il writ {f ....t.ll/ n im tcll( Il p... . II.s.. QIIfI ..... , IŽth
Ulile Stallr s will il , Is ( .d i pl ( itt!!'¥ .s . l'i.. igtlty ilstt Il.:.llite rs (if lal lignifi-

ii i l Ol~i-;l iil· [li(][t] P', ib I l iifl·,l iIlllFA(l
~
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!['re Ii l'st itTthit~lllt 'ilil[ itIlk t, o ·r }I; J ilh tr itII l/ n Ili Il4Iii llll llrilt of fers
Ifill l(l< ..y h ilih ihlLl ilt. jl it t l ci.... , I'gral f il'( fll 3 slb izi t

iplatl]1t'4 g¢,,ifl s1I1Ipoit QhiOSI [i ths 5[,!111 o T' , 1r nitS(hhl flir $tOlJ)(110

A; Iagail sI the u llJIraiiIll] (Oll IliirIr iI fllliyiliig .O. . dirt lhQigllh lie tlR.. lil. h
jtriqust~d ]rit~ltt¢ t'tl ihlaI B1lik nvqllId , }[....I plfrat, n a sit nicly hUi...SS ial is, TIte
btkiks 1llsbul dnlldllg g)1tur h I hlll i tl iitlrl, lll, nI Il v h t ti I,'~, 11}1II W llld [i jiited

ltl h1lIbih Ill , Ii f Nl0 p1 ('tr It i 1f lhilrlpo lpirtI siil llii i {jitltl, . s..v. ,s rilid
:1'1hl]s L/,1ii ipirluiits wprl'/ d b, blytlm dndb It it lI apni..lld Oily (HI ith basl, is f
1 filicliW rpllnp't by I1 iop{ t,( t m ... l.iti.l.. Arraill ictnl; W..... he b inde tO
0.sur. that To,-evls of l o an.s were ii...d.. I.. jly f. isS inltenll....,1 with due. I ",.-
Ih1 to TII TIhl teat I ils ut O flritm 11m] y 'III id t IOhI... .It... Wli]ll/lt[ t¢gaid II political

Oh ithtI r IirttllIli,' I 1fM ll (.. lh . t¼ f[/idrIali.cl....nI g , It I w xb ¥E it l t h-, pniosls t If
rIp I y'ltl'ht- Icii 1 ~i }l iIof buli tlwo1. . p¥ii lul tlld ; gI aalrllt*, d bl y i/ g vl;'trI ..ti ..I.i

,tli) A nil.. illl. [Aeli.l. WhI mlliv{ 3II VitO 1 lowter wilh wispic It) lo1mbll i ,is

Tito llrfftt111l'd wriltel itlo tih Ilitul]s ot ,llgl' (!(llln for hlf(! bit..k tNdI 0t
ihll tniti t[i pl .ossibili ity of 1isses The poli'Hls if th, ii..itt illot1 d mh, dirje ttel

I......IV the 11.1T p ltl.~ of i lth .. r il fqcrii .h.ll.. lt ip ll ili ,ftr1qsH .r!
The, baink. wih uils Illod itulietattIt.ll nt'rn ,ills Ihirt.i , Ol/ he Il it ffllVOtI'l

pOViiO Il l i tci.ly I.t.l .Ivd4 lop f ll appiolval of Il ltiltIiS ways al, I fiOioi Of
] ly bil[Ialkii III1 [0 b rinig IIl l 1 ibt'i.....llu, 1[ tlt'f4. .ilb[, xlu!p ,

tl¥ co d I beb f¢,isblt 1 all dEl himbl!,

Tho TliuiIti- tlfl,plI-tlh'leb (kmrnnllitt',' O the! basis If ils eotlsqlittiiorts with
ii,[lttes (f (It[ F .I I ... Iu tnc cys ! ])OJ VIIIIe.IIt ('iU1tittee ttt(1 I] (Nltntt . ... t. ! ( '

L[ That the IUted qIltatus parthitipnte il [hi Il h lOrN1tlitI l . a. k for ][e(!otI -

II.[ Thit 1h ba01nd oif guI,¥(rhlilIS of the hmntuuk Imke Ia tuldy of the qllestilob
oIf I'riOn..t ry Itgbilzciull will, a Ifnw i sIlibltuission .If re.,l..BlixdatlO llt o
lhi! mlliijo/lts orn(rutihtg (t aly lit'( hrcah'l1ilg of its pow{rs tll( 1,0t(1
thll I gI.tit[tkoi of stabi ...o ti Itxco,,iehhst ' inIIm¥rtaig(,'rjh!tit fir stablliit t tioll
Itntnis. tb the lnteti'attont/[ MoNetary VIold. ,, (C) stc oiiher tniechltitni,
withip!rtiocts if Ihle tId Or other tgell(,y p[urll]r1 illegrmlbd with those
IfI ht baIIk

II1 Trflit lhI 15.:ik isllm Sullnh mntniri btniltzal ion aclivittes, Itcluding
nR r t ar)OTIHI ~Sd Ianlsa Inltty bt Ip,,l'ltIld by its atlet's 'If flgrre[tlnlt, which
gtir dtftitO a.l.[IuOl. z l tti 1 f..III Ititu... gl. ar.nIies { 1n speial relt ngu;Ittes
for .purpo ]s m...er t~f{ spl ei-ilb pru.jeIs of ]'leclItstii and deveucpnnenut.

IV. 'Ilmt (I lgl'mge , 1r arlit..m .. I 1b, b qrtrIpti.lul Of 1the l'lieId itil{,,
In I] iTt'rnll]iti1tul MN1o111Jlu'y Fmnd pIru..tig sbission of r ...O.niniattlo'u
hy the BVard of ot'rllors oIf lth bhllk 'vith 'egird N) the stabilization of
,)xb.c.. ttIl.
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Sucllh ia prlo1gtal, i the J11dglnlnt of This commlittee, offers I So..struetIve a p-
proah to tie attainment of the highly I)raisewOrthy olJettIve of Ibhe iretto
Woods Conference.

INANCE DrP1AlIl:;NT 1COMITEE

Robert M. Hanes, 'hiirmrn pieIsletit, Wachovi a a .n. i & Trlslt Co., WliriIon-
Salem, N. C. W

C. W. Alledoerfer, plrsiden. Flrst Natlnal Ilank. Kasas City, Mo.
. Suwar lt akhr, vIlailmiara of b thal! JilIlk of ilt. Miilsattari ('C,.. NOW Ynrk. N Y
lEdward E. Biown, chlairman oIf board, First Natlonal IIIank of Chicago, Chicago,

Dutlap C Clark elt,clu irm of ,imrd, A.m riok Nainl] Bark, KMIT-az ] ],
it. I. D is. prIilHnt. irs ntver Nat lionnl Bnlk, D.v..v.er, (%1o.
John S Fleck. IIaydei, Miller & C(o.. Clevclanl. Ohil.
Ilo!rt V. FT.le...ing. presidItI., Riggs Natiot..l . aInIIk, Wa ;hngtoni, T. ('.
It ll HIirdinig, [ident, Forht XVornh National ]..Iank. Fort Worth. Trix
W L. Il(iirimgWra', ) resldnt. Moer(ctile 1mOmelRnl ailk & Trt' C,, SLou Txlis,

Mo.
Fral'el'is 1. Matthews, ellairman of 1Old, Securiies AciritInie Corporation,

Omeaha, Nebr.
Walltr S. MAlcasI, ciha .irnmn of board, Nat lo..l Ban,,k of DfstroiL. Ttonii, Nill
Fra.k S. MeXWiillisI, president, Feeral S mViligS d lllIAnI A5i5,,(iji..iob. ,lpIkaillI,

Charles A. Mallenix, preslelblt, (C1yllpllOfa Estates Co., Clevebl.... Chi.o
John 1. Rno'e'. pMtdert, Filth Third l ,nio Tlmlst (]I,. (lrieilll..ilI, Ohiol
Ch ... !S P. S[ner, Jr., pr!idlellt. First Natioal.q Bfank of fiIsti,. }osto, n.Mass.
Lyyman I~]. Wakefield, rellit, Firs. Na(ional Bank & T, ('rust< i, .in.ltl>...Ts

Mirn.
OsbLr WIils chlairmnl" of lhola], Fi'rf Natilonl1 flank, Thrmlntzhllall Al.,
H. Lane Youg. litEsidnt, CfllglAns & Sllthrni National Bmank. Afltlltia, On.
Charles F. ZinmtIman'.ll 111'esid]ent. Fm't National tanik, Irfilnabl. Pll.

lsworith C. Alvurd,, ex officio. Alvoid & A lNed. Was'l I lgnr, 1) C,

(1nA1nr or C. (*oi.ntva 1 dM OIl Tilt UEIIED $V4 4 ;.,
,luaI. 25, 1f jti.

MII]MOIRIAT[ M N iiItIwrhN \ rWODsV AVlURwMBaN IS ti :[.

The finlan e hlpattrinlt ernr,'li'irF Iof lhe chalarb If Coln][..r'. of lb IliithlA
Stallus. iII I ITInhlfrt IPIw'll I,,,n March LXk 1045, bly tho boar'd f Iltcots, grivo
fuli sllipplrot . eIId jei, · , of t -in' DIoVtl r('o ilfet I r*L'.

The ,Cnuitillc ·.t.(.t..l lat] ip ...'..T tl Itsh in gif itho )l'or)lll;I ll'itllkrilllll ·
Iank for ..,TeortcI...on ard .....i ITli I.lI .. t dpfepniuiel if , i ¥i. by tine tonI

glass IlittuIII nlTlti1hpliil'1 ly flit, l itred States in, flu lhrl}T)id htlrirhtiOTll]
lip11iry It.1..ll

n
l 
l t Ugg¢,'Si, r lIhfluit tilh lharai it gWltViirt Of~ hlttik 'ridler

OW1rS1 peirlB... f IllI ho nt.lI'ils Of llgr'hlnll-tt atllllh, ltillrit, rtllosibilit]1s
fair (qnii(qltv s~lhaillzati, wIlt hTI[l1'ig r..l.una'lI(lItI( t ..It lTi IIiluiiis~4 for
II j1,itPlelrit 1 rgrll Involvilg tither a bronafrIIdg If its own authority or tDie
jiorfitiaig of Iht meulary fml/nd plan,.

hluc C linlhbr* riili] i loll is ]ith i *ie lrpiit of I(ir' irtanite c]Iitar tiirent
Trrh,nliilt. i i [/i[l .l ill [iilTa nlit fa nll i Il pril lil5 ili lth ll(t tih ttl] B'itiI

Il,'oOdIS pl'Ogphlln*' anl iT tepsthilio..vy e... rr y 9i hlbfr'a. Ih,, l1lII1s .IBaktng at[!d
(' I.l' .. n.. lie, Wlich appri linli til, hihrniigs 0 ilt BIstol W(*...ds .\ glp.c
IIIr'ihld Ali, niir1111[ 2. l ,t1111i 1127 1177.

' iIt, I']llil l...Iq i...l.l. lt T tjilti aition onl th, loeItIury flng] should Tb
rl*]fernql,,na d I l,. al ...... i of[ I fiilafrht torstleratitiS. First, it Wft
ball that farther l tld sh.,uid bh ! I ien :irqri. Obj(ttors, Imcl...DIng marked

r.f inte'dlt1tqar// I] lky regarding asehaage ratos, ,ndit righIs
of f II O 11[ns, ¢O[l iIeonti'i a f nie x'hai'ge !onltrols tifad bilateral g1grt'..u.rtts,

I Mr, Brown,. who favor ~al.ly aI.llrell,, tf the fted ond bank, dtlssent from the recoin
moncdain... and reaail wl or tihe re2 t
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Sec.oId , it whs engpinited thalt ther is~ wiidesilred /)piTi(n that little colId I,
"xictiied of ti he fr.d (] 'llr g a tlrsitiolnal pe~riod of flrni 3 to 5 years. Till,
t wxas held ldeiIruble to aiw"it trtain hi g ly neessarly dllltnn t8s iln doiestic

IndI Itlleniolil l.oliies before svtting up an instftution in w tich the 1r('ss/
of granting icrdifs might b/ ireardeid as soni. whbat antOiliatlc.

1,v*r,1rl wit ii1sHs with, extlenifl exeiriene, and high slanlding in the field of
fIt.i 1 1 xchallge. wl.,. hveO flet biefol' (e ,li. naitl. Bilkl hllg anl ( .1rrel..y
( iitlllhl tlrinlg Ithe past 2 weeks, have urged d,}feru,,iet of ILtion on ilte
fulnd fir thels aIInd sIll[lr elaslnsl T'h*ir tlstimllony sulpports tlhe olltlO, ofI
flte ehIIllelltP vonqniti4 hN! t][t l1 s11(u1essfnl] o1Traoll of the* fund wold be 1nro
,*prtahl; it its 't[i,Ilsbnlelnt wr', dellyoed untii CoIlditi. ns b Iaole ieore favorable.
These wilesses a.greed with .he ( hilrl ,ir vllll i nlt t th A (his p 1rogall lwliold in
n wilay r. l' d snc ih PTONw"res t .ll ..' .el.riL~T y AtabiiatJ[ a as woull bIe I ssimlA
dhiinig ite transit hm period

Thl. Ilo,.e of Represeonlitives, in passing L. R 3f314 on Junme 7 will[ signlifilnlt
KliIi g/!s t on,(t}i" le ii by itiI Ballking lld {(il'rtevIy U.fll}iit111[Ce from the pIro-

,inlMlbs if hlhe origilal II. It 11, g9ile reCOglliti0In o 8me of tile weIkanesses
dI'l i/rrs ii l"I Iuonth..tiy I.rid IplaIn

ltli....l(..1iti..Ilt l eiiiir tions i ii political intlre a!ppefa toI hlIve eontributed
to hte JIdgInunt of IIiI thouse 1hat efforts should bD diretedl Iward safeguarding
lhe (Tlrtillii II if 0the firl within tle friiiiialIeik Of {le Wilto( l 4Voofsli agree-
ner1Nts rther ihan IY Iju.-,r alltlfpl i oi.s which night be ilmplied iin thle initial
st Ilbltlip, L t if the ba...k aI i]i (lefln t (If l4e,11 oi the fT]d.

[I" he liht o'f th pren,,it lrgisTatin stuatoln, I{ is diqlrlqpilate to ofIer sag-
gesi i...s fot I ... ther stienlgthtehliig if the ,I rovtslOIII of th! enabling bill as
jnIls(*d by thI Hlolse a1n1 1nw Iltr (under sntldlritl'n by hie naltle e{OUilllttt.

it t I hir pIrIlesI ) in this talteIIIit ti ln]pprle tile [Lolse bill froln, Ile Ijwrspie-
tin i. the c ritii{ml Il IIi, h i!pOrt f the ....liller Ci .l.111teie and to pit .ol.t
jioslil·hi wlys of iltl)rernetlit io tile measure. Trhe T ritiism. il. tihe replolrt were
iln (ll(iitill)li willh such qlUlStilOP5 118s whether th(!e fiiil .wouldli create itstnbility
rather their, stAbilily, wlIONIr tlei! Wire Adeull~to sfrogwn1, whether thlere
,i)1111 b, sitriee of essential prrI}UiSitt,,% aId wiIIther' tlhec were. p'oIper
[lillittioii5 Of ]pOWer.

sPrAmLhn 1* iNSTVAhllif

Ap it"LiHleisOrI WilS express. d by ilthe cnmitale that Ihte ,tXiPrn, flxifiiflty in
eil,.tiig is1( Ulnder h fh Luid Icllhlalism would aIfr!te 1inabliily rllier thalil
ahilit% of .. utreticiS. 11 ,,,s 1ajtd ihait whil the etlit llialon if cometo l iti r e
·iuerIclatl. of tlrl r elcies I[ a stated purls of the IfunId, .h..l]igs il Il.... wit holt

]i~ill... m in \a]u1i of currencW ie ginleI oIMBial s[n1 ti, I ut .rlOr.., wts
llllIld I. I ba, wllil e the albisilnlent of (!chAinge eoliirols d illld the 4tfllb]],hlllit

oIf iriltlntefll 4ystein (4 pay.icuits are oljI'c!tiyve et!etIIon if ]ldresb ,t ctI pir&,i

tbil t{relj tl- do gre IgY~}n )ts.
I)miflf!imlrle s iI thie Amlreicl arid British itwpoinits with, rispect to Iroll asis

r I~,( ..rtnely. lipil sIabiliiy and lhfibilily and with respect to the gold stantdarl'd.
the, elilniitte f~i]Fhlr de....e. d i.l rgrounid for coneell n coldle rior[ wih Ih
fUHH~, rhhi1li, ... i. .. on of I alit~ew hf the, Ito. ar d of tpve-IrnIIs of tIh fund.

T[he( bili tAts:d by ihte IIott{( cirifles thb situliitlOn ri~ P(IS th lsth arti P
11rs Oily to .uch etlent as( i t tet I ds to strenllthenl llite ilnllg1lIft If Nh! fllnd by
ntlllripn.tatioI.s. direceivls to the AMerlecan reIr!seiti Ities. nidI by r ovISioli i for
6Hjilgimig Io irtir IIRII tor.. .. f Al.n'eiii o[tIhin tllouwl .. adis¥..y e oIintil. ~yNw,

g iig in ig it] k ml'te cert'ain that ihe fund uIIlgll.zeit oulld exereise dis-
,reti..t.y i.ltiwority, ias Ntlgglt'l hereaitr in eomiiieionI wlth a s reltigthl[{ [1g
of iniierpra tti Ih prox sions, would help o lesin present dalngers.

.NN oP CRfOIIF srlal!3Anns

i li, Oi{lhb...r ein ~lli}iriti bl il In r"I).( it Od stlrong and wid,,prlid opinlo. thilt
liliit, soeg ai'ld, iii creti etepstiop were lack, a. g uder Iho {c haul {in of the

pni/,Ii% fluuit. It WIs IIieI.l. (litt tloll tut ¥1 1ss lie, estabIIsheItd Irequrllig ide-
rtiFhiat[iolt as to the credit wrortlinesn of the borrower or governing the evact use

IexdwhOge anId that ]lmPnis mIight co l sider themselves t i tled to thle anuiltIs
of Ihit' qwollls. Tl'lhe nunmitueitte nuotIld that it woulld lIp difficult to (DeteIrmin the
mIIt l lse to li billad, of fortign exchange obta[ied front, IIh flIld.
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SeverI'l ptu'isi isii tlht IlHou e hill ire intended to plort the rou t es if thI
fund gainsllt nh',e The nterrelat if actualy fet. and other w
ritovicilols would m. el snom of tIll, .ore seriou oje Itions to tilIe finil.

The iniierpretatioIs ill tetionls 13 .iId 14 of the bill Iir.e.t....ltli.llal.l(aid in pt-
ltl jot Suli ichi] 2 Tlr*tise in trsII., seioul 13 seekS to SIalli till authur-

i1Oll If J'lf Irl,,,, [t l'iil 1lll,,,glI'll firl, urlllitgmds , If il ..... I W1[ l Ih! ~ti..l, " fil l..i.g-.e...il stalilizrttton of currIenies, ,ill, a 'few to ls nig thei bil
li'+lI'le for such loltrls from the fund. Sertion 14 Is Intllended I irnlt m ore
eltitiilte probilhiion agll i l lS the itisi of rersourcx of the fiilnd fo p ulrpses ioIer

thaI .I.l.rPI 'dj'y ....nsimitts of balan.ces of pay,,ent. To the lergio, liht the
hl iretat in l utuiallv woillld a(!(,oml)]. hI {he pur , they reresilet an hrill'l it

slep towlrd allixiulli'tihg life revolvi{g cIlnirater I of .the pl of IUcitrr eeiis in Ih,
unld.

T7w . liat, may be IIIt"] 0Thill i, te peslbdlh1ty that Lbthe llit,,erl'll i.. .... y
nio pB! . ... pt.. b[h Ib e Iltnatmllagenilet of th3 fuond. The otller I lb, oSSibIty thai

li, Inllprlettllbtri arpilymig to thb mllid nlY not [be C)o11Strultd, Hi the light rfi the
imhlrh .. Iof Ih word cycli(al'' as reqIirllg lainlnittton of credits to Ilhose
nllrlll]y (osiidered short term.

(yliaiiel flite llntlu" i nI t. e balannec of lalymnit g , c.(.ording to lhi bnlati no.l lls
of lie1 tirm, lnqy IxterId over fcsiderable number of yarsl OsIIli, it is
1*) Ctlir(]y (l(at'r uis to eoletl[y whlet iS nillyalnt b}y 't(rlllllporll'r Iy lgisqtlln(ce to t111n1 [irprs
in riinUHetitii with l se'aolal, celclical and !liurLwency t[titv1tutloz in hu e ]lli]]i(pe! of
iI' {i'rit If aily rllwipnblhr for currl-nt tprltretioilr"

Vimi' possbltyilitv that the ntijrpretatihms ,,Oihi nlot I]w ac(tl/td by oliei. uitllon,
eouhl hip obliapted by 11niting their aplroxal a ttndl(itul of hmiir iirticipfltio li i
the fd lllla id lld ik.

D)uilits 'su il h nielii lling f th e Iniltatoti apply9ing to the flu ul emid be cleared
up hyI a pr,)biitloru of flue ah,' of foreign , exehiamig hy t he fl] e!X( eIpt wh, there

is r I'O, in} hi{] t*Xel tlit Of tlie rlilrehns. by IlliPlr ntlOl ef Its own
I 'rleileY witiin ia s, wifIIi short-termn p der iod. int Ito ex(cd 2 yea.s., a.id by thl

I'i4lint ilJ[oll of hli, W, ". y"thcitrt{ *I'
If th, ieilplt" n rlrtw ' Slie 'i T I la. to hI acceptablle to tile lrId .... r iftr It, a-

Jl1i1neit, thll' 'eUi.. .n.o . ' p s 1... hy thely Siilld [ill be plproed by thie hi

Or i ltIIoit win, aeeee{){ i ice o f ou (oulD iti. wIolld inVolve no cillo miCi{ nS Oy
neq'e',silo te lnoiter wouh ] (on fi'riii

A uric .... lni. e lllltatiOn IIel aldv{inP. [iv the flnd to to..-tern Idlihzll u ebitsl,
or Irhliu.i.Is of [I. 3.. Ilml1 woullt ld I tOd Ill Ae credits .ni oilier acterms l ets iltO-
nntlie in Ihnraeter. Tihe ffect woldh P. to e']lre the fuid to examine c.losly
th,. ilrllt, irtd 'isxtitrn'il"[ psition if t borrowiig ntnf a d to I xroe its
rlbiwrtirIr to a grPtI-, (ex itant 'night lie .. I..s.d.re. ohlAgatOry ,(blt hih
arrticlS 'if nraeFiiill.ilt. i nation w.r.r. onittlllfiiig Il tx(oIs ix 3hrig, (1tlF,(ol],
Ilhl I fort I.honuid l1e taII Into u rtin i detl ilermini it iright Ito th, Ill of
el00ll r.i.. . O. f t]o fulll

It WOlld lie 1hs hd, IIo blronle the InltepIe lat ionll r r isPrva t} to lm ide
n d' i r) l'quliD' elnot fAi an eXlanln irtil f (he enori...lc st.itiBt of au, applicant
for firoign xril1aug( lrnmteInlnirly lu t l be t.inmlisitlon jpriod.

Srorlgltbhiru. if actions 13 at] 14 alon lheb. lines shObuld ] considlrgl /
TIlOSt Ii rgel[l IId TII c ,neil i... wilh the i ond inp g bi].

TlIe r'h ItllIer I .I... [{ttec trt5c.l h I rIltmllgiZ{I)d fIa.. that ofire the fund ille IOti
hierr'i.t .S...'.S.fl]y eoIr'dlll] )nqnlsltts Atlll resis et to irImIestle and i'rnieria-
mit .. ] {it]f h nil .... II .e) sential. There Vt uhsat bI Iussuanlee of ,l. Ih,-m-
tlirnh stitihlly of *;xchllr'lg''s will sr only whnla Stil.. I lI aIndl] e0'nroti
Il..let hia'-o I elrn ebtilblished l" the lat.ion.s and the toncl I.ress.lig if their

1I1OliIi:iI priblos nlvcf]d Stability of wort'ld crrwies depinds ua{ nii[l Iluitr
.... l lirol[ poliies which futcille fin xhinge Of ,'Ods and servi,.s aRoig the

A{..O.IlplnoIt of sectioni 13 and 14 as proposqod wold he a meanig of piovid]ig
grate.r .ussuranee ihat the .. iaraaaLment If the flld WOuld take Ill account thes,
{.;...ia I'ere(. usll sti, ni I {hat It would refuse to giant red i ts when not Justified
hy domestic or world conditions.
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MPi IMITAlIONS OF ,OWER

rTlltl Iulbliir t..I..lt..,oo ('' .~xre[ uo
l

]
COITI

'
over []l! I

'epsi l
ble r XilC iI f tower

by thy i fuid i la It m imer whill wo ld he an cI mroachll triit Pot, soerelw gnlity,
parttIhlrly unhr a rtile VII the searfe cur renes Irolifn of Of, argo /til of

I.fhlip likely (ti l of he( scarc, ity of th i dorirn, reprsetilttiiins o lb.i Unt1ied
W'to[irs i.id..r llhe tllnnh i'ly for detaling with I sI.lt'rer itt'rr,o1y Illigbl bi dirctedt

t(,Wi(I aill adiitlnil ('(Flol'iilltiolI to liC, f.lll... a [loweInog of ou'r latifft or I Illoret
thhqlrl froigI investflnit lalihy, ,nd mighrt re ll he reslriction arid regi-

nhitittiri[ o .f lt .. .I irtS Ili i l rltrs.
A-id, fr1o11 ii optssihle ,o{rlioll (If Ibis otlitrl it rtfl lniies m ift ig, dmnestfic

r(*rlitiol , t ! iil. .t .O ... i s lndler thell( tlrf-'.cI trl,(' ies lp(rio lilt Ilitight t(I(I 10
[p Ifolp [t! P'oitr,] ov,!r . ... foigo trad t, TIle !ifll ft ciof ap101rioIn g tiIe Sipply
of d olaiys l[orllaAg [ldrltr ('ijllries W''lld Ip ..ot fIeIl' y ti, est.IIl o.r IXO.tis

[ilr tO {Ihamge Iel IIofl (Id0 I..r tliit hlietweIl ltatolll ILS tO ,1 teil o Ifo.....i(lit IS.
(on IelolO ',Oll.ttri .W..dlll hieneit fi.l i.. II llt f iof ilt foo d0 Itotlko! ¥1iil-
ble]. dollars to ultllaio1 ilt Ihp i bllit of blhlyilg certain kids of A.mn'rIcan geods

'Nou lil .lliegil tit, flilli i1lRiP. tio dliotll];11, li[I it Fi2II&I glrant ll he vnhlil'lous
Iftllldhr liliIijtr tillI' pIiwir I I it ipo'l( tXIIg+i C(Fllij 1111 .. 11 tl}I'i Of dioltlhs,
'rThe1 , 'xhg ellll.iit .llll , 11 oildll] ilvntI alfflh , othl.r .tlrri, its nill h uiIt!
]oe a ltoirtlg o.. t.. d'].cl*' of 1.11t iiqporlt Mrotle. AthopIIlIIto of o Dro.9rnI by

tll, fiti l .. IIr i' g N lilti ltatoit Of (i, *xpiOIi> W1L1( IIt.d IOi .1 W.. the ili littdl
Stall>S it ' .>lNrl/s' t11i is ownl ¥o.l)..i.tblilty. 'Ihh5C %ontrol9, iitvl'illg
got'iil..rrilttl i]lihtjtlunll of ixl'I li l.] iTIl[)pl, tlItld,, .. lilh.ld bltv, ld;i]-kl Iff tII
11il .. IL .. UIr ihiiasi ifilnstlrlei ritid hlol to otherl "vIls SSO.l.ittld with a

tolalitlit I tuii i.. .i. l] 1y
Whl[rt g'e b~ l [ l(, ltilt[ if ccItittiittiS atlvatl..... IItIOII tho-

'e q]instiols
itltiitilg Jll ii(..... tiIOi lllr. tlit' 'Iiitd SOilus will i dsir t ]I'> lI .l.... itg SOy-
rIFgilly 1ti]'lg lllotdr of vital jigltdfll, to Ill lt, lt'itili , ald lgihtli]llie

TI' bill shotold hli .....ill/]{l o Illrfl ilre uniit I" rtloiti If ir-u.s.ure iiDt.i.i tll
fill...rv' wilth lt~spl th I.l... tfriff iri[v~!t[lit itnd earld,! poliis oladl r af[rIt-I] VII

M XX A(;IIT O, TIlE rlNTI AN I)

Me
¥
n

l
'sl in[

l' .iiu.Wo ll
s ill lli bill] iS f ... livo fl. 1l i ... irL l8{~dIk to sItIrgtheI1 the

iri..igqliei.rt of iII finld ;Ipl ])k Ib I 1ttr oj lttritflar itlhivpoitae.
ll .ir.l.ovIs i iid lI Ill VIl'* Pr,'sihiqlil WFljIII ±.lls iit Y It(! .I.te. pjmt:Im Is

gOvI¥li( Ift illme fij tril i I1 [k }i ap}l Jltl tiwjt iiNi iltl grlttliti liii coor tita
lion of tbh olli;ilies of Oli Iwo ilstttltiolis. A fNIurthiler (qidleil to te bill
to Imitiil'or 1 1 ldOIttit of tIp' itill pis onol Il ie1 oxe"l"llle dlirtlr o f tif' fulnd
i.tit II lIuiIl. w..itld be highly bieilfl

Stin... dr lieot ili, rtsl)f(} to t[hlst l)pohil1 ....it slI.l.l.o IW Uilltd O .. rI o iler
IHatiOcIst 1I fteI. oIlr ldr torem' I ight vell Is I.otll.l.htiie] ill)Oo(Ih hdolplioo
if ill*) '(111ii iroe...d.r. ll"y till ioioill(r ... iif lhl, fild oid Ili..n.k.

A l....1b, rov0isiol ill Ill.' HOIuS(* bill whilh deserves1 tolntieli~ii is that
fir the rli.. in f .ii Natihonal AdzlvisorI [..i.. Il lIIl r[}rtittl] .... ll NDI.. arvy 1id
FPttutli..ll l)rohlvtsAd . ]iiI C ... ll.. (, ,oiWP[N(l Of Il{y oI'lnS ill t 'itrhoiis bll'tliiih
of our.l' Go.... l...IIIotl. sho... 4i' aIil to exlrt i mrotg iiilotnorc ot .. i. ly tit'ol l)phi-
* its tIf till flml tutu] bAnlk [hu1t :tIsi towald It bitter oordilation of all [Ieivites
Of thle lIllted rtilt ill Ohf hld of Inte'rnathltal fillotle

It is worthy ,of noite lhbt Ille lIlotIst ankillg anId Currency Cnomrltlte In
revising ltie provisht of tlh odrlghiml draft of the enabling bill relallng to the
fur-lish1rig if i]ritinnijflon t~[[ltilhloiid p ,i]nsd lIbhorihy for rotdinn,,, ii,

la1c t t ilin! o IfWarlI't inquisitorial powers ii ihelvy Donal ties tinder thi Trading
Witi-tho-Eledny Act. The Hollse' bill II tl pres.nt fComm ati .. l.zs If h Prsident
th..ou.gh such % rerrli~*iit tigll..ies asl III I[ [y fl]glate to obtlin ilnfo~rlmation
desired by *e M{olt~tniv I/dul bh thle (litI So acqulred shall nit bl flri¥she>
to lo. rilttd }n 811'} Iletll Il thi disclose the aftfirts of any [eson Or 'firlira-
Hiou1 N.i illfloIrlty [s granltedl, 1,as oIighi...ly [Idpol..d], to 11SC! I...ulIsito1l povwers
for iprposes tllther Imitll thle' (ctuall] n(tis of the fllnd.

-i CAT. ASpEty8

Too t11Ie atienti'0n III bupi gien to th, fiscal tilspiect of th,e Breltrn Wmo.ds
]irogr;In 'lbis is I suiblet wlhih deserves the .io.est study, not Zlly becast11
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of the, in,,stwar B udge.. t l rh h l I g(m ra But alo baa ' , 1 the iln olmb!e Irom
l)OIfa1 Iot lare ShldIliil ..al.nolnlis fot tiltertatioual pirise$ i. the form of
loans, grans, ald ,Ontl.nig Oidiiwlsl rativer (ostd.

The fibanocing sche.e Di tietin S of 1H.. I (I<14 Is so de v ised ls to~ maIle ih
1httl] eln 11pon taot Uilotr Sllteiff nllar lss hrtill It atlhllily wolid II.

By reas.on (if tl Ih¢ So If froid firo thl B oI"arOm s illliliaiit[ Fllnd Anil
alltilly to Illk furthelr 1l[)q!bt is l s pulth cltl 1tillsa'titls Till part W
(If thile total weol.li aillplr Il i o rdtlally rixj-!diin th.. lr detI. T.e.ll'l
would 1e no, opprtllllity o (!{i riditratil/I oif eIter revenue raisIng or apptYr*
prialionl la.s.t IS y tie (oIl...ttul. 'Is of ttlhlress ¥ih Jlri..iclio in tlhms 0 idds.

(oaisldraltd, i m 1 sllId [ h givoli to [pislilO ntlflil...tfts deig.e.d. to illilg the
laHfillg .l.ei.tllS into line with IproedureI W hich wI}l mt.Ie the ta ,itllyer's flly
(Ognirii.t of the actal l cost of the [lrojecs P'Ithrinole. there ..hould Id aI
allivass o]f 11 lpOls, l4a for .xpe.ndtlures iIll CLITie(tWiOln with world illirs.

(17MMAR¥

In sn..n..ary. th bill as ilasedl by bhe 11 o.. lgoe a nio(lidern.le1 dianlcte
toward safg..r..ing tihe oi ratiotis of thi Monetar, Fund su. P 'I .. x..t. l the
1iltrplqs is i0detleld will. that of tNlit c.abri's u'nltl/11lin ll lig illal
e!labliJMlislnt if thel IerIr..ljI.tilll..l ]{anlk bhut deftrtrnt if actlon in the fl, nd
pIlli.i. g I. larIiiatin o f various doubfll ull, piltS ad lll atllin t if 'llr(, f.ll..or
able collilliorn.

The safegallring roliiis }i the hihll as pass by thue [l05 ilclude¢. iltr-
pnmttiaons Jlriide ltIng the ieilll Jolwrl of th, hanik an d fillliltg tillhos if ilte
flld, a r.. lirrdlerlt for lif IIppl ..llltn.llt of a sigll ( . ..(.i.). .. til. gJolvirlnor of
tih fll . ll.. i O I f lie Ila..k. reti of an Adrisor ..o....l il.lll iiup (Golen l
litI. anld t Ilo ([fiicltio I of p1 ,olo.ed inquiSitori/l pIKlrs of til iOxll, iunl
charactr.

Additionl, prvisions of this natire are the ilt/atlinos rItined frm tile
original draft of th! Ilotiso hil with rIsIIet t tIre (xIre ise hly Ane... an. r)i.e-
xseimativtws ir tile fIllIl ndaid hank wih e .. mslitth" s.I n.. litor of C .o.ig SS of liithlity
el" aril, 1..0 llly('t>0fl fl(i1r it l ciatl liblltioj i t; it' ti fll, rl geS ill

Ithi aI'rallites of Jlt dtollr or ,liifnrn OPnetirll alpplylmg to ill (..r.ih.its, a"d
ii]rNtiHrI~lrlits.1(S ther.'[i.tvtv artilee or agr%(mol/.

l)hmgrte ill IIO...(.iolh with tilh. operation of ill M1oOletary M1ld ....wId bl
fllmr*] Wlerstfi if Slll ennlIlirnig biMll were aitliNle in tllhe follOwillg partiillars:

(1) siillgtniuulg of t h inllpl lel'[llll 4 11*iDiillls ill g?:iounx 13 an1d 14 by
(I) reqiriiil (hlr a.(.(....llt.(!. h. o IIel lt aiOis Ill Indvalned if th, .l.ibishm..tllt
of tilhe ftIld fi l llank,. (Il ]ill.ill Te I rliitioll li IOllll iithe IIr O r I el.l.....
(If lthe fi nd l el...(. I]lilillig yc( i... lia ...tllal"Oris li, haallloeS of I)IyTIIItl flsi).. I
those for which feillplorilry lussiarrnn illie gralite(l, d yo) Iidai n I li g dfil.It,
recqiiirpinciit fcr ullidi...ralori[I bhy lII nl mnllhildt tif the fu.l.d o(f the ei(lOll(ii[
status lI'of ['irniwini Tliz lt i°'ll

(2) etltellr oi(lillalti(I ilaid intlgrtation of Pie atli. olti¢* /r h l te ilf1d rid te
ian h, :lT)ohliimentI f hii ... batiih , Jill. ...sin Ir lhe A iierillrri ',llt( Ii iri*fto
th i lstitutioS las is priil l It the ai I'll with reci'ard to the rispl{.tive

g.vqlrnir. .. t. r .. ithlinis .oild. i.. .qisted. or C aif n or'llii .... iit llr.Iirt ire,
l44nirt( feasi.l... ditigaTld to jlipo ln bfl.srt Ih 1 I it'ors litt the iaDgolnn(ntt of
tiIe [Io ins[tit ions..

i3) loADiilhtion of thl enabling bill ,to prevent or .imit exertion of IfVr('5slle
u Im in hi ti [ l] Sies ll ith IiI rlact l( tOrif ilvesnintol tr d li t .. ade Id1o lee

llfl ,Ir.rl iIr Ih ellOeElIs Iprit i( of wei tfI .lgrI inentll ill.
(4) itevlslon of fi it[I lt[ proisions with I vIew to adoption of a Impro(l...

by wlqih our miultrltl .. olls wolltll Aee '/ilget gt1x 11itrljtr rather thahI aiiilIIh-
debt TlaTI,(i[n. Ther ShIOull hI ..ttV..S. of MI proposals for i xpeniiitties

i tloii with world affairs and," avoidhce fil mutn OdS tesigned to coricetil

til l. fl,.. i 11.1 e Clityl',

'The lirlls[)istr :i.t.p ,..tln i ,i iiarIulriuaio il iii n(rlilttlrinl Mi i .ary fnd
)ild rl lrl trinttlial Bink for ,mtliletllftnf and Del.Opr.i,. t a..r. o i)tP.)l.-
I..nt Io be VIedh(]pi wlhoilit Ih4' flil1eti OtItiOrtuli/lty for dflsllhsion B'for(' It
flnaI vile is lwlt in the pirte there shoulld lie Iutlilqe [t tile f, r st)i dy by
inteireflAl persons thr1Oghollt [h, contry Of the O]11111OII hearings before the
two nImTl;llItloe,s in COTIgI(SS.

Thi object[Yis if the ileritt Wtods (T1fereeTl, ife not at i[ss. Pollits of
differln{.? JIllohe dietails of the proposals ,tid Stfegni]{llg provision8 , Public
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dlscUlMon of the widest pssible character will be conducive to our participation
In the Monetary Funid nd iIterinational BankI on a basis mosunt favorable to our
Interests andl to the aeonomie welfare of the world.

Joax . O'CotNxo
Manpger, Plnade Departent.

Ann, onn, V,, June 24, 194.Seuator 1B1E~1 P, WAnI'm
Ohalrma,, Baning ang d I urre.71 ConS..tte,

S¥ette 0k Buildingf, W-ahintfonI DC. O.:
It wold De greatly appreeiated if you would let the rftord of the hearings be-

fore youir eminitte on the Bretton Woods agreements show the strong nidorse
went by the Ntionomm iit-inr Cofernc. e er e hop that th oi-
tee will report the lieislatiao without substantial aIednin t alnd that the Senate
will adopt it In like marner.

In our view thile Brelon Woods ngrtments are the most imnPtant economic
measurM lhat has l be nlen a plosible by the vilory in umrope. Stable levIs of
International eurreny lnd workale ieans of providinlg credilt for retontrlc
tieoi and de elopment are thle two critical prerequisites to bulding a structure
of lasting (.e.o..lie p(ece and order. We haISe sen that eellofnic war aud mili-
tary war are twlls. thiat where oelt etxirs so does the other. As oel of the frlits
that our ons have, fought to give to their generatio anld those following.
therefore we strmigly u'rg', apprval of the agreenlelns.

We Particu la rly oppel the two prineipal alle.d.irtl s that have been lprolpsed
by tie 1Tlinal grl'. gemaster Mr. A. 8. (Gloss, and by bhankers. Both the bankers
and Mr. G(os have okedl that the bill lplp'oving the agr.lNments provide that theEXqtlvte! Dircter of thile und also shall bir the euie D1rtor or t Inter-
nalioneal Balk. We belleve that eliher of those jobs is Iore tall, big elnouglh for
one ian iad hopIIe the enIllmitee will povide for a different .executie bead for
,a(h of tile twO imltlrllltlonai. Istiatutions.

Bllt of fatr gEntr ll siitifila/ne ix anollther aendment prposed by the bankers
aid Mr. Gn,. This is tile ,iidendltent llliting to ISl moths the use of the funds
Ml!sarCes ll its stbiaizatin. o. ratioS. Th'Ii is of the ilrst impOurtane to agri-
culture ,ice (ielrcsslons always reach fai.llers lIrst ind leave thefl las1t. It
wouI ld he iflpossible if this llllendmnet wee, adlpted for thile fund to onibat
sulehl d .pressions with Its full trength ani to full LrDefit if such oerations were
limited to IS ilontlls snle dlressio.s. ha'e lever Nen so limiLted in fact any
lttellit to halit us' of the fntlll chronologially s'tills to ust to reduce to an
absu rdity sine suh] all attermI)t iplii, ta i deprassiOii. thlnselrhlw bave t{rat
tile periods. We know his0 is not true and it sweem dear therefore that tile
present dscriptive limitatoion, or dircions as to the II of the fund's rosources
* hio rd be retalieL. We strongly urge the conlittee to relect the proposal.

Il.d.lhd, e ,pe thile £onllittee and the Senate will rejeet any amendments to
the legislation other than tile interpretative provisions adopted by the Hose.

NATIONAL .ARM.R.I UNTOI,
~J/tUIt SMITI

Legllati*e Secretary.

C(sREssU or D I yflrlsiAL OBANXIZAnONS,
Washingtn, D. C., J 2ne 25, 1945.

Senator Roa F. WAaort,
Chairnmn. Henaie Ranking ad Osrriez Committee,

Uninte States Senate, Waahltwie, D. C.
Dzyt ShrNao, WAOnm: flBfore the Sellate Banking and Cnrreny Committee

closes hearings on the Bretton W ds ngreements, I would like to mubmit for the
coinnltte's record an expresionii of the CO's Sipport for the bill as passeml by
the House of Reprvesntatives.

As far back as last November, at its seventh annual convention in the city of
Chicago, the Coigress of ImnfLStrlal Organizations went on record by resolutIon
in snptlrt of the Bretton Woodis prplosals. We believe that both tile Inter-

1,alio Ml Monetnry ]luTi .idd tile International Ilanlk for Renlsruetioln and
Dfvelolprentl ire nreeSy and integral parts if any structure for internatIonal
eonolllic c ..operation after the war, We further 1.lieve that international

75673~ 39
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coopertimon In ,o!.no.mic. mattr is Ils vfital to the plrserva1tion of Pauce as
ooporaton . et.anf na nhins in the Ipolli eal fel*d,

I would therefore like to take this ulopitinlty on lwhallf of the 6,O(AKY'
1,!ihers of th, C~onlgress of lnlidl . iml OrganalljltioD, to ulrge tlhe Senlate Banking
aid( Currency CoriiJtte tIo repilrt favorably to th e1I Siateic the bill ell¢bodying the
Irotioi Woods grirnll etl ast it as p llsstl by the House of T(I prelentative. , I
woutd gresy l aprecin e it if in' rw 1losi1 teustnly ubitied for ilthe GI )
blefore the BaUking and (nrreuiey (Co1lrth l teeN of the flouse I'lght also be Inserted
into the reeoIrd oft h Senat e Comiti ii.

Sinl'cly yours,
Pnlllr MuaprI Prea.lent.

T2a-TEIENT oF J*AME B. CA.IT, SicFt [Avr¥rr&AiAOURI!B Con(amIs or IOrsfulAL.

Thie CIO staildS squarly behind ihe Jnternational .Monetary Fund and the
lntc"rnationI Barlik fir Rfewosir etion and Deveopm ent promsed at the United
Nations Monetary end Pi .nl nlal OQi fer ...l held las mlurnller at Bret.ton Woods,
anld lnow before your committet in H. R. 2211. It is our considered opiiniot that
both the fund and the ballk should be endorsed by the United State without
furlhlr delay an.d witbhnt amendnmlants or changos,

Btllton Woods re!,r.eseIls one of thile most imp ortant cornersltones on11 which
full irterna ional roomratlo. so asseimtial to Winilllig and Inaintaiin g the peace
nmust he bilit T.hroughout Ameireal afnd in the CIO Bretowi Wmdl.. m .ans Job,
and eculrity. Our President. Philip Murray. has estinulmd that ,ioe 6,000O(1
Jolb for Anericans run be foul.d in export trades after the war, if the Brettoin
Woals proposals are adopted.

In addition, Mr. Murray has pointed out that the Bretton WoodlIs proposals
enu Tot only Pobs for Almerican work!r1 hut mark.is and prfit for Ameri...

bulisess and American farmer. In tihe CIO HReenployment Plan, he states:
IT"e onltln.(llt rosIerity of Americans is diIt;ily tied to tll IIprosperlty of

people of all tiler nations. In addition to a doilestie programi for fill] Prletion
in the United States, there must be a vigorouls, long term program of international
Camll roe.

"We ,mst develop the new foreign markets which will appear after tie war
for our capital goods and our drlable consumlers' goods, for st el, railway and
public ulilily equlpnilt, n .iilrai. bu/ominbiehs, holuehold equipm .ent.

"The war has wrought havoc In the factoroes iland railways of Enrolf Millions
of hllires have bTin dIestoye BY bombing And there are vast areas In AIIII
an.d Lalin Aneria whicrh have lonig ielnl in nerd If "dustrialirateio.

",s * * Our for'igr i n.esternls should bll In 1haroioy wit the pihaIs anll
plrogrtlRns worked Out by the ilaTiles of internationial opm~at i o whidhl will
be get up as {he war comos to in end. Instmltnte mrade i 1 accordance with
international econo.llc plans will he lore secure I,(I there will be less I dalgOr
that the Federal Go'ernlen..tt will hlave to make ngod on the gua r ant ies.'

;May I ilso quol here the .roi.oltiol on Bhratn Woods palasd at tile Seventh
(10 nventi Ion held in C(lieago laSt Novembr:

'IA proselrio.s postwar with full pliduction a nid the 1o4M(I,(00 jobs proml';'
by 1 reslient iloos.relt will also lepend piOn the expansion of world trade.

'Tie BrMetton Wvoids CofOrelll'e }ltsI further ercatrd the foulndlatioll for tile
stahuliztjiol of the cur.llnrier or the virIou tions to *lmirilC(nllll'g IllrtelntInal
tlrade alid for ihe muMlloizlaltit of the necessary credlit irnd fueltl es for ilnelld¢ate
pavyairtit witIt which tee r r, d.r.stated .n lllries ad iindedilped nations canr

,uri the eaital nn d pu1rchas, tire zllls theOy nedl The rhn' b l it fltao Ioaid
roemstrnirctlon of ni I....I'l a rd the industrializa tion Iorf Afia, Latin Atlerton,
China. and other economically bnelwlrwl a nldtiaas oli a vista for exjTnding
worlh trade which cam arllla b rieionaly parr Introslng prosplrity for all laene-
lovilg 1 til a3D We, therefore, heartily eltiirse the program al poliies form..-
Ilated at Ili IIrettoll B Woods (Won firen.(e and iurge CoinrlS to aUthorize the full
parlciltiotin of this collulrl"

Jobs ard economin .slerity are no ihe .only baefits that we exprft will flow
forn nidoption of th llBrettoni Wods lan fior fiiarl g a mimg world iuriig ol ide.

Ve .on (idently exp.t lit th l l anee rd world tinde that will result from Bret-
till, Woodis, and the frelin oIf trade fPrm i r leritvire pratice.s s1b s were en'-
plowyi before this war, will go a long way toward pireventing World War III.

EveryollOe who reamenbers the l]eall dleprlesi.r years of the late twenties and
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the ((irtti wIll rcfall the rPric pract le 8 of the nilationls that drove worldtrade put of Cx.ist el.lCo pet I. I. ..l.rr.llCI rlee patin, n l.tJlli elIrrei[y
prac etie,e blnteral It agree.e.tsl that Slh .ut icert'La ap l ou0tr{ in favor of others,the [nfilOu1 syslenm of blockfed halrks eRployeI by tile Germans, were all speiWithte ecOili,,ic priparati n fi Wiar Illat Lre(,,d(d the actual aggressJioll of 1939.Wibl ht these renioio l!ps, Ith, 11111niilry aggression wold riot have beenINsiih. brii any was able I Ilt a/ iL stocI 'k pile raw Imaterials by I iteraly
robbli g s$Ialleir c°tltie ifll their rol'eolr£cs tirolugh bloebd accounts, This B.llatnot be Iperlillted to haplllpn liilii.

(Crrleiicy deprecIa t j O.. I, 1lirac (lced by every eoultry berfol World War II, isinevitably paid for by tile ,wage rloers anti the pi]vio o}f low irlire. For awhile, a COiity gainis ai t*lporiry advantage in world trade. This Illsory ad-"'laag, however. Is qickly wilpA out when otfher c.doUiliSs rttaliate. WhencLrrenlCy d!preciiil[Ol takes place, the ability of tile coultry to Import is seri.
ouniy eit doWIn.U For cntoitrs whhich lor't o1ela of their food, as many Eiro-pain countries must do, this mlas thllt wrkers and IIflter low-incogm g.rou.suffer , rea loss in lthe stlndarld of living This was particalarly true ofl Eng-
land nll tile declinle of world trade in ithe thirties.

When [he strndard of lirvig of Ilh workers and farmers in foreign countrle,falls, our standard of living fflllvs In tile same downwlrd dliretion., We anl-not maIntllin lbl ll eIl ..nl.It at aei..l.a.to inlcomes i this country without alarge volme of (xports. 1e cannot ixpect to elport to ,mulftria where tile
'eople di not haver enough Io, niet the barest necessitires of life. Yet If these

(Youtri[s--oupr Cilllre folrignm ke1tr s'--agaln il e COiplted to engage in restric-tire trade practics, in depr~cia led c urrencies, in blocked accoints, and all tihe
othler mnean oC strangling trade, we calnoOt expect tihat they will furish a mar-Liet for the hnge Volunke of goods that we are prepared to Imalke.The iruOlOd lanlrumtional Monetary Fund will make it possible to end these
evil and rririetive trade practices. It will be a meanls whereby a country whose
(IulrPeu- is IhrutIeu~lll e l secure help Ill limle and Iln s efient qullnatity to keep
It stable. Nco ]logr will ani aeonomlllleally strong and ruthless country, sll as(T'hrlLny3 nas }iforvf World War I[ and sucl as she will endeavor to becomeagain. De able to dolliate a rid Wreck the lurrency anid the economy of sialler
Cotllllri ti and thereby latoitt ihem jil o hii1r snlites for wars of aggression.Application of Othe Juteriationl l bMonetary Fund will also .protIt countriesIrorn Olulide interfrrenee with their Inlerunl afrairs. It is oa setret that certain
I nt eriuIt olial bankers in this couatry and iT ]llgland openly used tlei'r power
to interveile agnlmhlt dtonlocratcy and on Ihe side of ifsrisin in mnore than one
Etilrn)ilni couhtry. ibis .ust not be permitted to happen agajin Freedotb ofno timl to Condct theiror own affairs In aceordanc wi (h the wishes of the miajori y
of their people is a cornerstone of thi e world s,,irity orl/iiitl{(n that we are
tryil to bWild at Sani Francisco Yet ftreomlll (al be only a holhlw mockery
if snlaller countrles are to be financially dependent on private Interests who
mtky ehoo,, IIse thMeir pUowr to donilnato flin.

For) all these riMsorIs of eeonomic and political seeurity, of tabiliz ..l .ur-'rlelCI 11ndt a onltnllllued flow of foregi I'ltId, land of a rising stlndarfd of living
itroigiho u t {hib world, we in the CI1 endorse wholeblb rtedly the projsed
InternatorlR] M.onetarY Fund as an Inltegral part of any program for econonit.eeoli .ratioIn with the rest of the world.

Tile Bnllon Woodls prIpolid. however, do not end with the Inernationa lt
Mnletnll tETlld. The world stniids ill lerd Of more than a program for C.urr n.
sti!iition The gre r Tart of the contitie t of Er poe hap been lrevastaIedl
lev war Thre ibelrtetd coriuntie, of rftpe cnnot earry o.n ev.. a ,nhbllrce of
..'.rIa ulrultlrJl and indulrinl ictivity Intil h,r clan bulild uhi lheh. faltories.
clltilvate heir fieHelds, Ind lvele D their atliona8l rsOIIln,1. Thle'e ols- exist in
(li word cOnll tr, risnot phy sically ravaged by the war whwotO eo(0ronie possi-.hilties rqna in unidevelloped d who want and neld air il raising the level of
Mthir ....noiD ic liTft he i] for r.onstru..n.i.id [l( d0lo0pment i Iapipalrellt.Theil belefit of ..bi r.conrlfttio and develoi) ent to the Unlittl SliteA Inld
nllmud o the bhole wolrld hI ishar-tily h8a pla li.lnt

It i, i llb [I fl tId that lie ]ai..k for teonstrml. ol. ailnd Drvroloplnioet will opr'-
i}t, to fli'i[ate lorans an111d pil]l riivestlert for podulv it puriPrises It ,er-]lh]s sIlt{]id b, eilphasizxed here that tin baltrk, as set up in the lbtreton Woods

proploals, dls not lmiei...ll t pOn private blnkig, but ratlhr sllmulalo greateractivity oII the part of Private banking iteests by guaralnteeing loans ard by
1ipplyl¥ig loans where they canlot be made throlgh noh rma hnnls ait resson-
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able rates. This will he done, of eorse, unIder the most rigid safeguards. No
money will be used or no loans guaranteed to prop up shaky UIpoplar regimes,
aI was done bInore this war, or for the YnlllnIe.ne of offenslve armies and
navies. The money will go for the two purposes named in the ttle--reconlstrue-
don and development.

Through our partiipation n Is Bank for l'lon.tructlon and Development
we will be dhelping to bluid markets for the goods which our own factorkP produce.
We must not fear that by aiding other coinutries to develop industrially we will
be creating ,ompetitlon for our own geods. Experience in the past has shown
that our best customers have been those nationlls with the developed eeonomle
and herefore hlghelr living standards and greater piurchasing power.

When the economy of the rest of the world is in bad shape, the mlrkers of the

United States know that the ,ontrinued prosplrity of Ibis country LI jeopr(llz:ld.
Amlerlan b.ineo.sanen and farmers cannot have and, I tm confeidt, do not
,xpect to find steady and profitaOble ,rkets unless we help to set the economy Of
Europe andi Asia to functioning again. Our goal is the maintenance of full

employment I. an American economy of high-level produltion, and that mea.s
an expanding world economy.

The C10, like all other grooup of Americns, wants to sea this undertaking
abroad propery safeguarded. And we feel that it ia so safeguarded in the
BIretto Woods agreement. We need to remind orselrves tat this donuent
was signed by representatliveS of 44 nations, and was the result of several yenrs

previus dmafting. We feel that tihe world cannot afford to east aside lightly
any part of a diP na ent which has finally achieved the conmurrene of the teIerts
Of 44 iations. WV should begin to Ucerate at )nce under its i,rovisions, and

if froln time to time perfecting amendments are needed the do(cmiet amply
provides for that.

Aniong the slafegards inll thei agrwnment, the prevMi.ilel for menlmbrhip and
mianlgenment orgdnizaltioil of the ifundlln are gunlrantie that the interests of the
Unidtd States are proael hal. The mTnmbersh ip and nlsann leniet of tile bank

siimhtly itprotet us MeaInwhile tile possitblities of 'inuversa 1 participation
proideol for in tillh aougrel nt gilrFi Ie that under BrettoT Woo*ds as tunder
Dumnhartlm Oanks, Ilte natkios of the world are launched upon a great cooperative
ilniertskins foir mutunai self-help.

The fuiul i]s hedged maul with tile mo0t detailed regulations as to its ue. The
bank is snimlarly sroldlealrtled )orrfnmrs cannot even have across to the bank's
assistalnuce Unless they l can soiw unusuala need. Anid nilemlrs cannot abuse the

facilitleS of thle fund without b>ling hroight up short by the direto(rs alnd gover-
norg of the fluid.

In urmmary, it sems correct to say that tile fued and tie ank are india-

hJwnsahl to the orderly devehl luent of an exqlmadiug Unitet States economy in
an expndn]hgcl world. [The nations of Ilhe globe today, on the morrow of yE-day.

hane for the first time in 6 years a hlwrizoi of hope. Billionis of dollars of
Amelrn moIeIy, ti)iimll r young Allrican lives, 1nti similar billions of

thie world's resollte' and millions of its lives have been sacrifced in this de-
tructlvte wiar Yet there arc those who are queltloning the need for pledging

a small fraction our remaining resources to undo the damage the Axis has
dlone to us all.

Tlrhe! ers lrees in the bank and the fund are inot being spent, as were our
earlier hundreds of billions. These fractions of our prvioues expenditure are
inerely to be[ pledged to guarantee tifls new mooperative undertaking. It is dlffi-

lt to bei~eve i t iany hard-henledl and practical nperson cla fail to s" the
ieed for moving iahead as rapidly in possible o thee imheneasture for reconstrue-
tiosi, development, alnd tile preiinotion and malntenance of high levels of ~onomle
activity throughlout the world.

[Flrom Foreign Afftairs, Sanury 19451

BERTON WOODS AnD InhrtNATON. COrGroATION

By Henry Morgenthau, Jr.

The United Nations won a great if unheralded victory at tile Bretton Woods

Moneilary and Financia l Conference. For they took the first, the most vital and

the most dificult step toward putting into effect the sort of international economic
program which will be necessary for preserving the peace and creating favorable
conditions for world prosperity.-
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Iternationail agreements in the monetary and finanlcial field are admittedly
bad to reach, since they lie at the very heart of matter sifftcting the whole com-
plex system of economic relations among nations. It is a familiar fact thiat in
all countries sectional interests are often in conflict with the broader national
interests aind that these Ilarrow interests are sometimes suffiiently strong to
shape international ec ,ornloc policy. It wis, therefore, a special Samrce of
satisfaction to all the participantS in the Colnterence that agreements were
rea.edh covering so wide a range of InternatIonal monetary and financial rob-
lemsd This was largely due to long and careful r u preneldig tih, Coo-
ferrlwe during which we secured general recognition of the principle of inter-
national monetary and financial ooperation.

The Conference of 44 nations prepared articei of agreement for establishing
the Internation l Mon.etary Fund and the International Bank for Rltous.teiion
and Development to provide the means for consultation and collaboration on
International nonetary and inlvestment problems. These agreements dmon-
strate that the United Nations have the willingness and the ability to unite on
the most difficult economie Iss1s, isses on which eopnnhiensive agreement
)had never before been reached, even among countries with essentially similar
political and eonomie institutlnns. The victory was thes all the greater in that
the Bretton Woods agreements were prepared by countries of differing degrees
of economic development, with very far from similar enonomic systems, and will
operate not merely in the immediate postwar years, as will UNRIRA, but in the
lnger period ahead.

The hope that the United Nations will not prove a mrelly temporary wartime
coalition which will disintegrate after mlitary victory has thus reeived sub-
stantiat reinforcmnt. No matter what pattern fliturn organs or international
coopsltion may ass...mead the pattera my be diverse and .aried to eorre
sirend with the great variety of problems to be met--Bretton Woods proved that
i et minatio to c ooperate for pace as well as for war is preset, adequate
,nd sumil lib) ftimmie ta, ble r Pn h, e[every Slthere International action
Is neee In thant sense. }rirton Weood8 was an nnmistakahle warlling to the
Axis that the United Nations cannot be divided either by military force or by
the diplomatic intrigues of our enemies. It gave an nefqulvneal assurance to
the soldiers of the United Nations that the snerifics they are making to stamp
out forever tie CalSes of war are not being made in vain. And lastly it was a
sign to the civilians on whose labors the war efforts of all the United Nations
depend that euch labors are bearing fruit in the counils of peace no less than
thOwe of war.

I have Indicated that at Bretton Woods the United Nations took the first and
hardest step toward the adoption of the kind of economic program necessary
for world stability and prosperity. It was only the first step because the articles
of ngreerent for the establishment of the fnnd and the bank still have to be
a ratied by eath of the participants in aecordancm with legal and constitutional
requirements and procdures. I would be the last to claim that the process Is
likely to be a simple or an easy one. Yet, so far as the action to be takea. by tile
United States is cocarndlI have suffiient faith in the common sense of the
American people to believe that they have learned the painful lesson that tihe
beat way to guard our national interests is through effective international co-
operation. We know tat much remains to be done In other fieds. But, despite
their highly technieal nature, the fund and the bank are the iedt starting point
for international econoie cooperation, because nlack of agreement in these spheres
would bedevil all other world econoamic relations.

Highly technical questions have one great advantage from the political point
of view--their very intricacy should raise the, above merely llrtisan cnnsid-
emratin. My optihulsn is pal.rty based on the ibelief that the Brefton Woods
proposals will be discussed on ai objective basis and that sach dilffretls of
opinion as may emerge will not follow party lines. The American deegation
was nonpartisan inl comrnoition and was thoroughly united on all major question&
lepublicans and Democrats alike badl an equal voice in shaping its decismions,

andl there Is good reason to expet that tile preedent foallowd before and during
the confel.nce will be continued and that the next stage of ratification will be
condnuted on the same high pilan. In the light of my experiene as chairman
of tile American delegation, I believe that men of broad vision in both parties
will rise to the challenge and the opportunity to initiate the historical pattern
of InternatIolna eonomie eoopiertlon that world peace demands. The challenge
and opportunity are all the greater becaurse our couirse of action will largely
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deity.r.ilne the co"ar of action of atll y oither ilnefiierh of thle lli eit Nafions.
A* Amleriei goes, so icyse the wo]'(fl IlR'y ihe an ll ggerthm In l11 It is i, pr-

il[oiRh e exagnealil'i In a wor'ld lalie one by tiune nlid fate. in whllci A.merla's
rn8iegll an, poidnlli ae re i( rapin more tern ny ,eal by ilte rest of Die

world than by the An.erl[,ln I',ope ilself. I sIl)ndh Iherefore like to Illnidha[SIi
as strongly Its [ossible liht a InrnXld]ua resIoisibjiirv rests ili tOII Governlent ,.
Ill .l.popL in co no tIttoin Wit i the rati6 ction or the fa t rlt ti W soti sagret !tl.
Fore 'u. uato, will be i'ghlti yor vrongly interprete as sur' l i,, id lll " . .
of oulr ienlllionsi wllh r eSpie t to tlt, shaie of Iliiag to CONl I.

II

Tileh fate o i Y of tie'r o VersaIlles adds to ithe snifie ....e of tile ....urs we
adopt or thile Brottan Woods propOsals. As tile Presiehe llhIs peIId out, the
allied leaders are lCqtalintll, ted with olr ConIlstiutinaIll p}rotesi, as they affect
o eit deal ng, with fore.in p. wer. If there are any Am eicaus while weelll Id lll,
the divisir' of plwers to defeat the ends sought by the vast majoroly of imr-
ieans, they are not likRely to .succeed if the issues are enmrty and utaIIRllg..IOUS y
Pres(eloted to the Collngaress nld the pro!pe We lliSt always ieep it mn1i i thut

othtrr nations are anxiously asking whethlir the Uniti Statesi has the desire ilnl
ability to clobperate ffectively iI estaiblisling world beace. If we fail lo ratify
the BitWton Woods agreements, they will be onrvitici l thal tie American Ioopdle
eithr do not desire to cooerair or that (hey do d( kInow bow to i toiLev (o
O1praitioni. Tilty wold thllen have little alt arllrve blt to etkh I s11ititon for
their pressing polilical tioo ecOnic Ilroblens on the oht firtiliap lires. rines
which will Jln(,(raidly Involve pla3ing the old glale of pIWer polilies WitI etie
greater letenslty than iefore becRuse the problie Wl r with iiil, they will be con-
froartel will be so Nuhn mnore aulle. Alld plO;re lie0ilit would Ili an disastronus
to lirosp)rity as to iace.

One imprtefant ['ellrSo for the sharp decline In international trade il the l!.'s
Slid the A S.l..(.i(I or deprl'sYion from eounltry to ll..ontry ;as tihe gruwth of the
twin evils or inteiratlonal i of.nomie aggr'esslot neld monetary disorler, The
decade of the 19i30s was alineat unq.e ill the multiplicity of igtenIous schemes
that were dnevised by some cwuntrie, notably Germalny, to explol thlieir reittors,
their tustoers, and their competitolers in their Internlltonal trade and tfinaital
relatiollis. It IS necessary only to rall thile use of exchange controls, conmPete
tive currency dfpr,,it ion, multiile currency practies, bIlorked bIansWO lli lteral
clearing arra.gements, land the host of other retriletlve aid discriminatory
devices to fidl the causes for the Inadequate re'over.y in InternatIonal trade in
tile decade before the war. These monetary devie, wvere mneasir of Interna-
tional eonomic ag.gressin, and they Werl, the logical concomitant of a policy
directed toward war and conquest.

The postwar ihternational economic problems may well be more dilfleuiilt than
those of the 1lw0's and uiless we eOOlDprate to solve tlese prohblrms, we may 1 A
faced with a snlm ptoion iand intensifieatio Of monetary isorlr and ,onomoie w
aggression in the postwar period. There is no iedt to enlarge on the cons1-
queuin s of such a de.velopment It is a bIak propiet, yet it is oie we must
understand. In some mnotries It will present itself as the only pacltical altfrni-
tire if the rest of tile world should lbe unable to conlt on effective Ameriean
participtionll in a rotnded and coherent pirogram eol riig international I;litlcal
and economic relations. If that should co.m to pass, we will have to frlame onr
own futlreI to lAt a world In which war will never be a rmte contingency Iand
In which economic harierls ind restriction s will be the rille in a conltratilg
eonomic uierse. On thie otler hand, If we ratify tile Bieteon Woods agree
mearts, W will be showill the rest of the world not only thl we can cooperate
for winning the war, not only tl at we anSe apable of f.r..ukiti.llg a progra.m for
fulfllling oir pomnloll aspiratios, buhot that we Jatend to elforce and implement
such a liprogram in every relevaut sLphre of action. llatifeation would thus
strenigthenllnl the forwardI-oolng .l.m.ts leIn every country who wish to trals-
ate their craving for i eave into deeds and will he a resounding answer to the

pess .i hlsts who fiel that IIi.eee. is .. nlttaiJ iable
Tile instituinm of an Internllotional seurity orgaaieImtlo on the lines agreed

on at Dumubarton Oaks constitutes a history ml kig aeeomplishennt of which
we ; wel bl e proud. ho[e Is art orgaD ti'll ifor Ilnlaliililng pea, anli
politiel security which for the flrst time has teeth in it. But it is our duty
to keep to a I ninliuli t[e tels.ioni to wheh that orlgtng itltIor will bh Aiublet:l
and to deal with the ,eonomic cisaos of aggrcston beforen thile stage Is rahed
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whre luore far-reaching mealsufls willd le iinec 1sry, International ,onetal
n I f[itinn chil coolwrall tion i it'di peonrlbbe for the mal llin tonce of ecoi oriiii

s[abIlity; [IHI e(ii{nit ~abilily, in trt'i, IS }l(i .......ihle to lb(. . BI.i.it.. an
Of politk{ stability , rTierelor, a ri'tograT fohr ]interl.a{iona. eoriOl.n. coo[iet.a.
tinn of which ]iretton Woods is thile first step must accnip[I"y the program for
Wl itiral anid irlitary sIcmrity toward wich11 the nited Nathions ore ioviilg.
IBrtttri Weoods is tile model ii tihe eonomic sphere of what Daumbarton Oaks is
In the poltical Tllhey reinfore and suppldlelnt uhrch oiher. Polithal and eo-
gionill ,e. uily Ifrm ulggl'res.iu llld aldiyisible, an1d a OIund proegml for wae8
lust ,hlie¥ ioth,

AS I have alrady said, agreement on international monetlr y and banking
Ipolicy is only tile fIst step toward tihe ahelIoe.n.lt of a eorlstruetive economie
prgralm thiough whaich world lability can be nmaintained and within whi:h
the oIriWlaln of Iposl]r (.r i l. 1*, x PI lal. Olr j ltl'n,,s,,r, built, ldI ional and
internal nialll will I .. l..n. ire to rolund oIt the program.

Iolestie rI...n..l Ic siability is, of onrse, Intlmately bo.nd ip with intIrna.
tionsl stability. But internatioual t ability by Itse*lf will not e1nsure doniestic
t.ohility. It will he incumbent on ls to adopt the bind of dometie progam which

will make piosstble the attainilent and malntela..ec of high l.e.l. of eIipl oymIent
with r.lng siandards of living. I hnavfe ,lleeit fat inour eo non ic system
an1(1 the i nsltititons of freIe eIterprise l ind indivdual ilnitlatire lo belel that thin
gal will be ahihved. N&CdlCss to say Its achievelnent will e greatly faeilltated
by I h rlo.nn.is of nlterntlatiol Imnetary stability hell forlth by he Breliton
Woods .. re..m.ent, Jlust nas the achievement of tlerntatonalt monetaly stability
will be fa;iiilnlild by a high Ivel of IProspri i tie United State. Tis is
merely another Ilhlstration of the ihelsi that we are an integral part of the
world ecolnomy lind Ibitt the rlat lons betw(een the parts and the whole ire i ili-
mlate and m Htl ig. 1higb Ieels of emplioymnt in tilhel, United States trengthen
enomien and politieal stability throughout tile world, whihh in tumrn inforce
Americhan dozsti prowsperity.

Ilnl addition, inirtnational eollahn'ation In tie spbere of nommenrci l fll,
otril/) of c artels, nnd ni ably in i he SUplply of jir lmary commnodities and libor

stardlard¥ will be it*(]'ld if (he basic eniu, of leconomic fri¢tlon and aggression
al1 to be abiliishe. T'he fnail]n th] h balik ar( not iiinanledl( to (veor these
fields. wti ii will. cou.rse, I, suIjeet for firther dsl..ssion abmong thee nThlited
Nn lionsn Teil great obi (ti fle of hil, ftnd antd thl bank is to provide tIlle loneta ry
and fim'liaIe folunldtionl without whllh agreemeynt in ltesoe other Important fields
wonld hI e!illti ilnpossil! to attain or mianinhids if attineod. For no seeo
nolmit agreeisents angoI natilons could siri1ve dierimintafory execbange pire-
tite,, o'ert , and rlp atewl (oillpetitii,+ ril, rety n]jprelilarl. tight W-..r.in en.t ex.
change( entrls. aind tihe like. In fil('i it is not too Mille to say hatl whenl
natiorls ar plurslling compllPlie }iX' aage polil es--whether their purpose i
,ggI ' fri xie or .lr.l. II clesivn e Is lminmatriai r reir IOclO trade agreem ntis Can
not be nald. rThls no re*iprocal trade agreeen.t with ermany. Ill the Ipriol
fIon 1])85. to 19), say, would hay be*ll wonrh the paplier it was ritten on for
the simnle r..n.... that ll] its p, olr and eff~ets would baiv b,,n completely
nllipd by thile exchange Ipolicy which tlh Oermans parsuedl in those years.

'Ibii reoalldeat itin applils with still greater force to ag' In/'mnt for pitletlng
pironc.rs of primay eonmllln]itis or for raidhis lbor ,tannnddS. Iow, for
example, can we prottl t he Almnriean farmer Ill the world miarketa if a sizable
wheat prlodl]ing< comit y en. res ort to m.onetary a'itoen wvh1et, ill.es th, wheat
prodcerS i int country in aIpreferre isitIon with rlprct to American whrlt
en~lntl't rs If ihe Anliri('al nll ii is to c<,ttt ifl]O Io elxort wheat and to
reeiv! an ifai price in iJ ihnlrs for thfe wheat he s nll at home, tie IntI know that
tic}' warhld prier of whea ii t"r Tin of hid own (qli inn(?y will ... t be s Iton.ly d[!s-
lnrbid by a rge exchange ]t!flelta ois {i the prineipal wheat exportn ,g and
illpOt Ti I .oil trIeI

Anl bh,,, alw Wi btain agr(''enemntt protect n our ow, hiab Inlbor talndarda
If we d' not palit plIate ,n expanslson of llternrrstloi lonms-teIm ivestalent? ]w*
If tLl I ri. i it , .( II r }ly lass, anl , .i...n.. ilre to r0 Re their able, stanafrds
thb, must inicrense their }lrodlllity.... IaJd to i .(.I ,se their prdluetillty they
nee li iaitrih for moilor nmchinery and prnoeses,. Tildess ad'qua l to prPviMlnn is
mlanie for a .(nlt1{ti tonnd epanSin I of illrnat i.aalI iprestmnent ihy private in-
%rsco{sx on rlo.. l ines, thile ls de eloelld ( .iii' ris will bare no altrnatiVaIe but
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to meet all their capital requirenmtnts thelmelves. The process of Industriallza-
foim would (hen inevltably heoine nnrem painfuil both to themselves and to the
rrest of the world, since they wouhd avl litaie liteoie but to control their Imports.
rigorousl y and to conollele as iuntelsvcly Is possilte for their siare of tbe world
mlareRt, ruthlessly exploiting their own cheap labor, alld undercutting ountries
With higher ]abor standards il I th prte's. Ilnstead of tending to raise their a
lalor s andards to our high ieel, this wonId feld to pull our labor standards down
to theirs.

Ther instanes are cor oflllrs 6f thile broader proposition that world stability
and pr'opefllrity (leanbmd the expansion ald growthl of niernational Irade and in-
veimont. In a contrac.tiUg maorkit each country will fight to maintain its foot-
hold and will not Ie too fiatidious as to the weavpos it uses in the flight. An
elpanding market does not aliminate competition, but whiile el(p( iteil ao .isUileaa
cutthroat ald destructive frorI in o (turaetnilug manrket, it tendlia to have socially
benflent effects in an expamling one.

IV

The Blretton Woods ngreements are thus the most vital step in the path
of realizing effective ihlerltiatonl .Ite.o..oic cooperation. Without .. olnetary
cooplrato.n, internation al acnomie cooperation in other spheres will at beat
be short-livl; anod it may not be too nu.ll.h to add that WlLthout monetary eo-
oelration, internation al eool ratlon In non<eonomie spheres mnay lbe short lola
also. The Ihretton Woods agreements are also the most difficult step in inter-
nfational economic cooperntion iauae while we were not explorlng entirely
uncharted seas, while precients for monetary and financial collaboratim for
specific purlinosea existed, the seop and content of the ollaboration proposed
at Bretton Woods are so mnch hbroIer and fller that probhlms with lnfnlnltely
more complications had to be solved. Our own stabilization fund has in the
past cuteridi into a number of arrantsmeats with other governments and cen-
tril banks to promote stability In exchange relationslip, betwen, the United
Staten and other countries. And slch arrangemrets, while biliateral In char-

'aeler, UldOllbtedly mar a definlte contribution to orderly internnatlonal none-
tar reiations. An even broader form of multilateral eooperation hlolglh un-
81ultaion with respeet In (ontemptllte chllnoge In exchange all tl was achieved
by the trinatite dechlration of September 19.36 among france, Great Britain.
and tle United Slates, to which Belgium, iolland, and Switzerland snhbse

quently adhered. But without minimizing the significance of Such monetary
.rra.ninenta, and partienlarly of the tripOartite accrd, It Is 1,roper to note

that bea'Se of their limlitel and improviseanl character, and also becanse of the
onlditions in which they were made, they could not cope with the ranpe of
pnlhrems the fund anid hank arc designed to handle.

Take, lfor example the quetion of the relative Internation al economic posi-
tions of the United Stares andl England to which so itleh attention has been i
devote in diseussiorps of postwar itradh poSsibhllltlies. Englal WaS formerly W
a creditor ntion and has now bneome a debtor. Previlsly she was able
to turn her unfavoralhle trade balance into a favorable, or at least a Mrm-
pensaied, balamice of oaymnts by receipts of Interest and dirllenlds on for-
ei'gn ivufinents and by reeipts for current banking, insurance and shipping
serVlis, After thie ar she will have to expand her exports. 1O lerwise she
will have to run d ]own her foreigln ineStment still flrther or resort to new
bourmwing, or she will have to utoil her Imports which would hlwer her tling
stiandlards and hatply restrict world trade.. The United States hinas becmme a
redirtor country with the prospect of Incresing exports, provided or cus-

tomers amr in a position to find the dollars which they need to pay for the goods
and services they want to buy fronlm us. 01ler countriei annot find the neees-
sary dollars to pay for our exlports unles. we are willing to increase our own
implits, our tollrist ari otlier expenditures abroadl, or unless we are willing
to become a creditor ounatry o a gr"oater scale, or both.

The me.aures for internlatlonal 'ooperalion on monetary and Investment prol-
lerns iulired to meet the noeis of the United States and England must oh-
vionsly be flexible In llaraciler and broa in scole. This was one of tihe out-
standing nccomplisnhm ents of B'elton Woods, an aeonmlishhlicnt which was
easier to achieve beenau of the spirit of mutual understandinig with which
thi American and Britishl delegations faced their problems. and beaduse of the
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'Xtenddl British and Anrlican,0 teehunicall iscusltnos dinring tile 2 )ar s pnrior
to the Conference. I behirve that the elomlaonic intertes of the United Shtas
and Gra t Bitai a re not irrer. niiable, that tile world is large,, enilulI tO
provide art expalnding market for he exlports of both, aitd tit, givrn the giant
Will whihh ies hau raetlt d thil dllt. Ii e ssion of oulr ¢Dr iaOln ¢tLouioe sirid finn-
(Il] plolbisn il he I'lt, ao irobli ilhVniiIg our uetwo Ic:otries ed ie
* main .nse.dM . Quite obvilusly, the solution will be nich lesas dihili in a
' ,old in wlleb i ..nler.naioll trade is epanding and in which in adequate
Vounl]i Of oleurd adid plirndttcii ineilaiiiil ie't,,tm(lrt iS nludertjl'klr by
priote n Ivestol. That is precisely how tie flnl iland the bank can .u.tribute
to the idjuntnuien of internationll accoinis.

But that is only part of the picture. At Ihrttlon W~ds, countries in very
different stages of ecanoni. c e.voltion jointed in worlking ont (2iHuiioti lnstru-
npats of moenetar and l.rvestmuen t plity. ChIina ind India are predominantly
agrarian eountris will Ilow levyels of It dustilallzatnLoi .sid low standards of
livilg. Naturally, they desire to raise both. The UnitTIl tdatt and England
are co.n.ir ls with high levels of Induatrialztioni and high standard. s of living,
which Just as naturally desire to maintain and, if posible, ritse both. Unless
o<me framnework whiih will take the desires of both sWs of eountries mitually

compatible is estabiished, c'oniomles aind 1oneltLry cOnlicts bLtw ll the less
and iore, developed countrios will almost certainly ensue. Nothing would be
inure meeacing to world security than to have tle less deveiopl couentries,
milllprishlg tiner than hal th ciwpation of the world, railged in elonomic battle
against the lesrs Ipoplous but industrially mior)· iadianed nations of the west.

Tile Bartton Wools aipprloaih is based on the reaiization that it is to the
,c0onoic and mIitical advanrage of countries such as lndia aLd China, and
als o(f countries such as England arild the United SLates, that the industrial-
Ization anrd betterment of living conditions in the former be achieved with the
aid and encouagenent of the latter. For the proess Idf industrlialtgtionu
rwithout Which improvement of living standards is unattainable. can be most

effiiently accomplished by an increasing volume of limprts of machinery and
equimeInt. Arid what could be more natural tha for India and Ctins to
import sueh goods from England and the United States with their vastly ox-
pai capaIty for prodllciiiin g such gods? Thile hlarnouny of eion.no.ie intirests
in inhthriahional trade betlwveen the ore and leW developed eoloItrie it. a do-
trine which has long been preahal by Ieloinsis, but It it is a doctrinle which
has Oftei not been honoreld in obsrvance. The United Nations Monetary and
Fiuncial Confereice liade a big advance toward translating this theotrelcaly
sound maxim into practice.

Again, thellre is eaI r line of dem.alation between those coultries raviged
by war and the countries fortunate enough, because of their geograpilie sium-
tron, to nave es Icald invaskin bombing, and onting by the erelly. oewIer was
what I should like to call the i'etton Woods spirit more clearly manifest than
in the Conferench's determilnations to give sl eaIl attentlnn and consideration
to the prtblons of conilries in the first eor. It was shared no less by the
cOi.l tries whose territories had not been dlariiged by AXis oprallriin than by
the I lll ,teimd ia vties II totaliilran aegression. The reconstruction of the
devastated ounrtries of l.rnopl!e lntl Asia is esetillal if oral iunternational
trade relations ar, to be r.s.eu.ted prolnltly. These colunlrios ire virtally in-
porient to the export ad import tnude of the Western Ileisphere. Trhat is
why lli the Ai..r.i'at rpiDubllics gave wholhearteld ullpOrt to f the rovimmion hat
the bank is to faitihtate torioni reonstruetlion. I 4sho.ld like to shilgD out
for Sial .'i] .flion lussia' sp lendid de ionsfratinn of the sincerity of iher
lntnii Sin to participate in world eoonolmic rc-(to..stliict ion by r'iilrilg her sub-
scriptlea to the banrk fron, $9,000,00), to $t,2O,.%000 on the last day of the
Colnl e rn oc.

Filaily, couintries with widely divergeit economic systims I..rtielpaled in
irearring lie agreen ents for ih fund Anid tle bllnk. The UIlietd States Is aS
iuidi)bltally a ealiltlist oun.try Las Russia is a soalst one. Yet both agre,.

not only 0on the desirability of prouoti,,g monetary laility oand international
i.i...i.ilt. htut o, the mians required to oreal ,t these en.n Andi this for a
vry spinple and satisfaetory rteason it Is to the advantage of eceh lo do so. As
all ipenittent adhertent of the capitalist system, wthle in the i.rucible of war
has once igalii showi Its ability tn thlver tlhe goods. I am firmly convinced that
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capitalist and socialist societies can coexist, as long s neither resorts to de-
slructlve practice, aId as long as both abide by the riles of itsernational el-
lonlje filr play. Perhlps I is not too milll to claim for the ilt t ernational
Monetary Fund titat it prescribes the sIladurars in the rield of m1oeIlary policy
which It i hopbd all countries, whatever their political and economic systens,

espie Ihose il, diffilties, ihe Bretton Woods Conference had to ame,,wd
beallu tlhereI i ,o olbhr llethod of do ellIing with ll Ierllnallal monetary and
flnariil pr0hlenms than Ibnnigh iiittrnstlonal, ooplnration. Theore ls no atls-
fctoelry alternative. There has berl n suggestlon that these were questlions
that coldd hbe 8olvd by the Uiittid States and [:,]England. Vlplrha ith the aid
i, liter, yoars of a few s-called key c.outries But this aplroaneh takes no
,,,ont (of the realities of ithe pstwar sttnaion The establl ihmelt of an

exeuIsiIV Anglo-Ani(rica eondomh i wuin voulh not he the pplqrejwiae tt'almn
of dealing with inteIrnational m inetary problems. In the bence of effective
interatiolll o ltion unstabhie exchange rates are much more, likely to occur
in thr ontris ta i ritin. In ofat, unlss there is a general enirCon-
ulnt of stable and orderly exchange rates witl, expanding trade and 1adeluate
lnvestlent the adjustment of the Rritish bailtnes of payments after the war
will be irneasurably Illore diftimelt. TIhe prolilem of exchange s tablliy I a
general problem. Our own elxprters of gricultural and industrial goods need
mlinr ossrauce than the stability of the dollar sterling rate of exhange pro-

ldes. 'IThey want to know teat thile prie and quantity of their exports will
not be suddenly reduced by depreciation In the countries to which they export
or in the countries with whose exphrts they omplte.

I doubt that the other 42 United and Associated Nations, who have been
fighting a.nd working with us during the war, would take kindly to what might
be regarded as dictatorship of the world8 finances by 2 countries. There
Is a vai e promise in this alternative that other countries might in time he
added to tine select grop whose ooperation was regardd as desirable. But
even these countries would he extacted to couperate by attaching themeldes
tl a dollar bloc or a sterling boe. If we shold .exclude the greater part of
the world from cooperation on these problems and pstpone for 10 yearsn agree-
meat on stability and order in exchange rates, we should find that the world
Itld beome irrevocably elommitted to Rutuating exellange rates, exhange
controls, an d bilalteral ceiarin arrangenents Once firmly estlblshed, It
w ould not be possibl e to htain Ihe general abandonment of these restrictive
and diserimInatory measures. Beyond that, there wold seem to he cInslder
able danger-political as well as economic-In setting up a world divided Into
two bloes. Sfch a division of the world wld d not only deprive us of the
general advantllages of multlateral trade blt wouid Inevitably lead to conflict
betwern the two groups. The fact is that the problems considered at Brotton
Woods are international problems, common to all ountrle, that can be dealt
with Olly through broad international cooperation.

T'he above are only te most striking exaples of the rine of Isues before
tfie (onference. Easch enntry has Its own peculiar position In the world
economy which no other country duplicates. Naturally each colntry wants
to safegalrld aind. if possible, strengthen this position. The representativ. e
of all countries always had this consideration in mind in weighing the merits
of the proposals for the fund and the bank. Yet the very fact that so broad
an agreement was reached Is the best proof that the United Nations have all·
iplenod that we are .. ne world olmllnit, Ina which the prosperity of each is
bound ip with the prospelrity of all. Because this is a point on which I feel
so depliy. I shO.ld like to quote from may pe'ech to the final session of the
(an]frerce oun Juiv 22:

"Tlhere is a clrious notion that the protection of national interest and the
devuhioment of iflernatlpni cooperation are eonfilictig phllosophlIes-that
oaIIIhow or other menll of differnt nations cannot I rl together wilthout arI-

ficing the interest of their partlhular nation. There has been talk of thl,
sort-and froim people who ought to lTIOW b!tter--.oncrning the International
oxoerative nalture of the undertaking Just completed at Brettoil Woods.

"I an perfectly certain that no delegation to this mnforence has lost sight
for i m oImlent . the particular national iterel st it was sont here to rempsen t.
The American delegation.ll which I .hae the hooier of leading, has been, at all
tin"s, conscious of its primary obligation the protection of American interests,
And the other representatives here have been no lIs' loyal or devoted to the
welfare of thlir own people.
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"Yet none of us has found] any incompatiblity between devotion to our own
ounltry and )hint action. ILd'd, we have fould, on thlle eonltrary, that the

only gnuine safeguard for our natioald nlterlsts lies in iiiternutltoial cOelra-
tioi."

At cutn ,thoti U NI ¢a +tId Io tello ro inns of speial sig/fitene Pt pnkased
By t4he (]on, fer...e.. ITlh', firreon Irnem the iearli jest Fapible liii idatin o(I the
flank for International $o(llnincurs. Whether rightly or rongiy, this institutlon
hal beF) ,u iio ll rlel rhy idlhnItlifie with ait[)n[{ un'ln e i aid ohl ab1ratliolb It is
fitling that a TUnlirted Na ntions Moneltry and FI]'[icl at Cot.i.e{... hould recoed
its unqualified stand on anl existing financial organiza tion which, to say the least,
did not prolote Ihel ends w~e are seekilng. Further, the o Conferences did tnot wish
consideratitons 'f pxtwer jwldies to enter into tile functionlag of tile Inst runment s
it fashionled It is s!rifieatily sratit1 that tihe hinld and fithe bank shold not be
affi:ted by polltiall taf t in fater op*rattois or in their airreonmenationiis to

ellber eountries. The Confer 'n e:* wanled tO rvoid linking tile fund and the
iank li fly way with tile ]Bank fpr literr.tla tihai ett lenllts It night be said
that the best way to deal wi ft tile problen was to Igoir it. But that was not the
feeling of the countrlis that have suffered f.rol. oIeb..fy oetation. Sueh a passive
attitude would inl itself hare conslitRteld ppeaelennts of the Axis, and the root-
and-branch re.ommendatin is i.. a nuch .tter accord with tile detennmination of
the U1nited Nations to tolerate no institution that does not serve In the struggle for
freedom ad dlnoeracy.

The sennd resolution was dsigned to ensure the restoration to their rightful
owners of property looted by Germany, Japan, and their satellites. It suplorts
the ateps already taken by the UTnitid Natholis and ealls on the government, of
neutral toun trios to fac6illae thfe press of re storation. It is Dart of the United
Nations program that the Axis and its allies and agents should not be allowed to
get away witi any ootl this time. This resolution implemtents hilt program and
,ontriblltes to the strengthening of intenallnal law eoncrl.ng initeriatioIal
theft and banditry.

If I haIvt dwelt it some leagth on the signlfiance of the Bretton Woods program
for Inltraionat l eoperatlon It is ecs the subjct behas receivd less tllan
Its due attention lInd merit in the pres, which has ornfinald Its dlscussIns to the
]nore parely monetary o'd flnrleinl asipct of the Caontrenre. Its long-ru
politicml inphlleations 1may h+ no less falr reaching thll its e'iolamie athievements.

Ior It 1, in ir ipower to transors tile Bretton Walds agrnrments ilto a epoleh-
mnaking Inrcllent, a beoacol of world prlgress.

[lrm Forlein Affair, January 1945]

THE NO 1 ....... Fi : SOea CTICISMS E1XAINW

By U .D White

Perhaps no ecoinionie masure has erer rceil(d tite careful eonsideratioll, ex-
tensie discussion, atnd pali'staking labor that went into the formulation of the
proposal for an int ernationai niontl ry funId. The preparations for the United
Nations Minetary antd ]llill 'ciil Confereclle were a olltId of defmocracy iyn aetion.
])Drhig tile 2 years that lapsed between the niergeuice ofat the proposal. in its
original for,, and the {[lal draft drawn, ip at Bretteli Woods, literally tllndreds
of eoIifirnetts were held with exiris of sli.e 30 3 tiiO. ... Etuldreds fldre took
pDla.e .u.irng AmFriC,. exImrts -- rom the staffs of tile Trealury, thie Fleral
Reerve Winard, he Stale I)apartnielt,, and oitler agncwies of the Government--
,,l,(I inofg ii tf.rest e(d gupsIl n f I) .. 11.l.ll5lt bankersr, 1nd iabor. Corn..lle .t
rporinlg in flln, Ill Iver Ihe I. iiit.ry were Itlllied with !are, The origlinal
dollmentlst wPt through i.non ti.,l, 20 drats,. several of which were Ipblished
here alnld alhrold and widely distributed If-r st..ly. pBefore the Conferene was
mliled, foreign expert had nillany lloathls studyNL the prolpsals anld to discuss
then, wtitl alpropl ale ,lroius aIt bohm.

in JilH 1914, libout CO re!lllr il/taires of some 15 mIlajor ntioni, met with a
mnore of Aerlean experts at Atlianie City and for 2 weeks worke l to Improve
the proplsals. Finally, in Jlly 1944, representatives of 44 nations met at Bret-
ton Woods. Tise represintatives ilecldedd lfnanee ministers, offiials of entral
batiks of melt of the countries, tre asry offilials who help to shape monetary
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.poliy ii Ihe Ilmjor auf.ifties and to administer the large stailhflization funds of
tile world, scores of no[eta'ty explrts, e£ionolists, legal a1tho 'i la? han11kers, and
alrost all of thl builidln or so te.iiel repl rosen tit.yes of foreign coutrites
who for ,ie tllohl yeir tid ha llrlepit'te witill ti A,,rltFli eOXrrI$ In cull
sidlrainon of the various drafts.

Polr 3- weeks thic.e exleri, lilbecrd 1i4 to 16 ltourS , iv iii oinnytt{ts and I
sub. olmmnltles, going over very p rovisioni. sWludylg every suiylgStiol, discu:ssing
In grmauhst dtaitl eer'y point, of dlffcr'iee. Elah line of ,acih provisibn was
ubjectdlt l tohe eloot scrtiny. In he light of all tiis, 11, attempt wikel lrn

hoe, malde by certaiu eomn.tnt. tos f,'mlilil ,r w Iit the bcg'roul.lll. to eonvey
it ! Inprersslon thlat Ilhe mI etltly I' [pSo [I wias tihe hstily aqIledII an d i¥ t tll$1ry

blueprint of a handlful of tei iiexp[e}Ild(& in tle real problelms of forign
eshaiige9 ,Id finolllee is soliewhat puzl ilg. The eharg, hat it was t rust flh-

brtn Iloia the pbulie witheit giving It Iln oppo.rtn.liy to exanliI. crlticize, or
imkRe recoirnmleldat LIis aln be Itite rprt ec. oily l ,a .a llai .lV.. to Iunder 1ite coI-

fWIdeele lthe souLdless of thle Poor111.
Fortunately this criticism cod s from : SilltiI l pbi rll. groulp The

Talk of oxpe rt a ad Intornlid oilil(n Iapp r eshe ii proprsalis. ad. the ital b(!r It
SUplwrters muplles as the. plan is si died ai iid nIdIrs onad T. h is Iie to tlle
fact thlt, once undarstood., the p roposals are r(e.ognlzd Is efective mal:hioery
for aciervlig ends the desirability of whbB has beel driven b lr by ainful
4Xper i ees of r Ilst quarter . c t ...... I fond r,,t o to prI . The

Ihlst is the neet d fur sta iihility, order. nid fru]doin i exheallg ttan...cti4llls
Withot ihbest we clylSot havre Ilh ('x1ansIol of world faide and iel ilternatioa!l
investinlt essetital I t e tet alltntit. and i .intonano of prosrwraity. The
:ecod is itat stalbility [in th iterlr'lltiota]l tXehiSt .trlu(cre Is ilnpossihle 0 f
ataInimnt wit Wthouit both LDternlatio oil *c, mltc It l c era adcon al { aln !eIent
nevhanisn for IIpieuentiitg the desire for such cap rat.li imnong fie United

NiltOio. Once thlire prelliste, area pcitt nj, the lIrolXSSd in Liel'aotioit I li aietti my
fund Is reognlld ash the neesary i.st.r. u en for securinlg ( !oop,.ra[ l on
intrnlollloa Ttorictary alnld finania prle and th, maost loiglal a.d elfective
means for adopting ald nlllitaining mutually advltllagucos pol.es.

owing to the essential slmplicity of ileh framework, the area of agrelten was
bralld aiuost fron the beginning. It is with rele.t to tle technical details, from
their latire coinplex, thiat agrerment had to oIne slowly. That it was reahed
at last was inrquestionably due to the wide discusion the proposal treeived and
to the careful and earnest ,naldei-rtion gi.vn to every criticism and suggestion.

,any ofe tie ciriticiolns id silggi(.utio [)roved livaluable. Certain others,
however, hNd to be rejected for the relson tat lthey did not meet the newd or
did not Iboffer a practical basis fr oloration on internatlonal monetry ilad
finanillial proilems. I stlid like to consdler Some of tIihese mggstL s anlid
rlH ism,,, and explan Julst wlhy timy ire l iacceptable.

A suggesoltn fre-enfly offered is Illatt xcll.nlge sftiily I'an be ijst effet-
tively established by resiloinllg he i gold stnltal . in other cointriis. particualrly
]]ngland To these erti cs the auromnaie functioning of Ihe gold standard on
pry 1914 levis aplters as the ultimate denideratm, of inltenatinal monetary
polIcy.

Now It is tirue that the deades blefore thell Firt World War were a period Of
relinle slability ill iterIllathnil economib relatilms, and that in part tile
staibility was a c..s...llue. of lhe gold tldaird Flowerert. hat gold tandaird
Wals never+ epl/ ie l its boeyday, 11an iileiintie nId elf -orrectmllig mechanism.
but onet ,lqlllii]g , .isideruble amonnt of tupll( management. The gold
tstlnllldrd Coldd not hare beio flirltiti(ted eln to the ee that it was unlesa

thlrb haIId t.en .I op.lratilln amog fhle alding central baiks, pmrticularly at
critiOesI julnetures.

Flu.imlatmlltlly the st tblity (If till. decade hbefore tille imt World War was
dim, not to {le gold slmndard bet to the fict that the world .eonomi c s tructure
was 1itricllntly resilileni a'Il adapl/hile to irmlit playing the game aeording
to goil g l..dtrid tl]U, ' nfort'u a tt..vy Ilhe world today is nuWth more ,onlpliihaes
thn, tIhe worid of the lu/ellth coliftnry, anll(] the eeollomiir pIol)}iei wthl1 whicl
it enllfroIlts us aru n le leIs [rnlenli*eA to slimle and ri goros , olnttons. To
exptet l'e rmItortarln of ife gold stnllldrl to brlnlg hIIk the resIlieney of bygone
days Is, irtelorel , to plut the eart before the horsme,
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Thlat ii not to ly that thlere werle not real advalntag$e in the old gold standard.
It did give assnrame to hmsnemen (hatl the exchage, policy of a coiuntry wolid

co.nforlm to a presribrd waitlrn of stal,liy lnd fre..!dom ill exhalnge trans-
ct .ons. Tillt is a woth-wi lile adatl Iinsofary as it eontributes to a high level

of ilntr'iationn] tradl rtInl[ n iv'st.ni.t; hij unless the . Duoltic strnctu.re of
tile great ihduNtiia lountrls Il nd of the cluntries producing primlary rw
materials has lho degree of fexibilily aind adaplability requisite for the opera-
tRo of i11 gold staRelard, it will not Ie( jM,.iuble to eCOitIlilne mltailtliig the
gold stadaIrd iI lairds rf stress. IIle glid standard has repealedly broken
df0Wl ,,aer dohe $tro.[i nf .. u. m ermtrgne,,e. Twice witlhin a ...elft. tin the
gold Ititllr d has [,q:n alan idodi.i by the very corntries ti. t had struggled
to restlore it. It is no se o rgie litat if countries would only make thile
"necessary ad ij lnit en 1 ' In go]d si nda rl o h ma, ini nd Th tvun tries
involvld regard ItIe adjuslttlm iti Di e(Iidt isI m to [ ProerustCanl bed.

The rmioralio of ie gold slt rdrd in the leading countries Is not a poliey
that we nein bh1e to se* widely ,ieptd U. , ,w eortiries are again willing to
comullt hltrtI1ves irrevocably always to lndlrtake restora.ion of equilibrium
IIn Their bhatiele cdf Ilylltits wholly via the route of wage and price detflation
or tIIu ..Wliamport ,irt*ridlire deies, . In Britain, for exaple, tile public is
eollvlnwed that tile difiiculties of tie 1UI,'s ind the l"I0's were due to the
res oratlet l io slth rlng Io its pwnr p arity and to tile ow rvalut.io n of tle oumnl.
So long as these views are widely held, no British Gdovernmeat will aalsume the-
rponsibIlitjy for restoring the gold standard. In a debate in the Iouse of
COtlnmosrl, lie (lhahceler of the ,xbequer illi most empllpaeticallly: "Certainly
the attitlde of His Mlajesty's present Go..rnnent would be one of most vehe-
melt oppnsttolt Ia lly n1estri that we should go hank to the gold standard'"
Thlr represetiatl1,s of mnary other countril .have ikewis indicateli that a return
to the odi gold siaminiard Is Imlitiealy imlposible in their (ncoUtlt.L.

But wviil a ellru to the old gold standard is of doubtful wisdon for }me
coulntroies anId ]ipdible for maly r olliritri there is no reason nhby we should
not obtain Dt advantioges without imnpoling its rigidities on countries unwilling
to accept it. That is prercly what the Internnational Monetary Fund does. It
rletlirls cRtlntries to dtfine their uerreneies in trms of gold, to maintain exchange
rates nlabhe within a range of 1 percent above and below sud, parity, to make no
alterations in the parity of their currencies except after consultation with the
fund, or with its concirerice, and to impse no restrictions on clrent transa-
tlions elcp after consultation with the fund, or with its apprOval. While some
eonntrlq aire not prepared to adopt the gold standard, they are willing to take
cooperative measnres of this kind to provide stability and order In international

xchaiinge transactions. Those countrirs which elect, as does the United States,
to adhere to tihe gold standard can, of corse, do so without in any way cou-
poiatling the oplations of the hind.

It shouldhe pointed out 1hat even if countries were to adopt the gold standard
ther, Woln hi be no assurancI that they would lruintani it. It would do little
good It Ihart .clnlrics rvw1 t Ih, (rl*ierlhp(ie (if tile 9!i2Ys, strllggglig reto retor
the gold lainlr .. n on(ly to albandon it under the imlact of a great depression.
It is far hotte: to obtanll an igrrmeatIt through nluternationnal monetary coollera-
Lion. rd] It establish a stable molderately fiexll1le exclmhnge structure which
has good hances of Iking mlintainced, tian It would he to impose on other coun-
tries an ephemeral and inmuntary restoratlion of the gold standlard which they
Will allnlbidon at hie lirst oDpinrtullty or pretext.

Some cr1iis objet to the fund becaise It prmulIts Iexibility In exchange rates;
they seell to beleve that, oet established, the pnrlty of a currency has the sane-
tion Of ntoral law.

lb. [rie'S if Inecl l n, for. lhe Ititlrnl atiol ol l MS.ne..ta.ry Fu..nd[ prlilde that
1one oI t[ie P[lrloses of the fiodr i is 't, proaile exehtrgn stablilty, Ito malintain
orl[eiry 'ixlql:lg*v. llrrl/im.lnr iniq ftlolsg Int]llberI, aid tO iavid o)Inlrwitiv, ex-

dlhangP, dlerlei atot "
' Stability of 1exeIin ge rates is niot, hloweri iden lienl will

rigidly fixed rates that (n,1nnt e changed und er iiy o tIrumnlisaiwp8 Tie dif-
ferecn e hotwore, stablfily aInl rgidily in exehange rales g is Ie Difterone betwee
tnrrLgth rad h'llleness. It i[ th'e Ii¥ f.n.e h! [w(rn an, orlaerly adj.ustnent, if
olmd lion, Wlrriit it. aind ,weltuft I l break diiwn rnd palifua adjust melt. The
isslinpInti.r thti ribghIl fixed xchange .arles are aiwa ada ta s i3s no ,olonger
held to l! tlxionmlll. It iS trne that if clliitrie, permit wide ductfuatens of
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exchange rate in repionse to temporary ,hanges in their balance of payments,
the level of lnterntiotl al trade and international investneut will be adversely
affected. But when the eonomie poshilioi of a ,iiilry shifts bcause major

ifltors have affected the world's demand for its exirt. s, he proper remedy
may be ai ndJustment in exchange rates.

The world lieedl assurane that whatever' changes are oned In exehanhe rates
will bhe miade solfely for the parp,oe of corrcting a btlatc or paymeats which W
caniot e1 satisfanctorily ajsllted in any other wy. The or0ld neds asslrancee
(that exchlnge depreria in will not be used as a devio, for ohldbiiing soinlpttlte
Itlvantage 1, inlerlatlonual trade; for such ixhllange depreciation is never a real
reeldy It inevitably leadIs to counter measures. and the ultimate effct is to
leduwce the aggregate volume of trade. Tl is precisely what hbapned in tile
Ijrind of the li3s0 when ConipeLttive exchange depreciation brought wider use
of impeort quotas, excbange controls, and similar restrictive devices.

Thle fllnd gives the assIur.inac tie world is iaskilng forI it pr.ridea a mAeth of
obtaiunIn orderly exchange adjustmdent if they are nI)dd to correct a funda-
.etlNII dlisequlilbrlum., Such adjustlents can be made only on the proposal of
i ilmlber anid only ilter cnsutIIatlion with the fund iThe fund cannot object
to, proposedM ha.l.ge If, together with all the previous chanes-whether increaes
or dereass--it does not exceeld 10 percent of the initial a r du of the r
renry. All otlher !hanges Ig n , shange rates can be made only with the S ,neur-
reie of tile fund. In the postwar period Initial exchange rates will have to
he set for cointie8 that have beetn 'it off from world rade during the war, and
a procerdur has been providel to adjust prolMly any aderr m e in the Selection
of inpiial paritlfs, Schb . adjuAtment Is preferable to allowing a persistent over-
ValIIttn11 or unfderva)lution of a eIIrIeeyr.

The purpose If exchange stability is to ellourage trade. We should defeat
this purpoe if we Insisted on rigid exchange rates at the cost of severe de-
llation, which woulId ,raue world tad am investment and spread depression
rom colntry to mcountry. Willie the fund would Ie every reasonl to object
to exchange depreciation as a means ol restoring equilibrium better achieved in
other ways, It would not force uLpn a country a rigid exchange rate that can
be maintuinel only by severe defltion of income, wage rates, and domestic prices.
Nor if a change in ,exhange rates is niiary to correct a fundamental dis-
eqlIlhriunm, could the fund obJect on the grounds of the d omestic social or pw1itieal
po(licIs of a .country; it cannot be 1,laed in the poit[ion of jldging such po1elies
of its umembers. It coiald not forbid countries to nluldertake soial scurity pro-
graims or other sovial measrllr on the ground that such ll.l.eres mAiy Jeopard-
ize a given parity. ERglshLmen haive not forgotten that ill tile stPrling crisis of
1931 sral s ervices were cut in thile attempt to maintain a fxed sterling parity.
To use International monetary arrangements as a cloak for the enlorecen.nt of
unpopeilar polics whose nerits are demerits rest not on intrrnntlonua monetary

ideraions as such hut on till the hle eonomic pr.gram and philosophy of the
oulntry con~rned, would poison the whole atmosphere of interlatioUnal financial

reinlions.
These prvalsons of the fund assure a stable and orderly pattern of ex-

ehalg ra tels without trretactive rigidity. It puts the sactlion of international
agreenentc on stable and orderly exchange arrangements. If any ehage in
rates Is made alfter ite fund has expressed Its objection, the number brlmes
ineligible to se the resoures of the eid: and if the diferenle, betwen the
member and tihe fnud ontinues. the mmber may be cm0plled tO withdraw from
ilhe fund. Altogether. tile futnd provides greater assurane. of exchange sta-
btlity than would be possible under the gold standards.

Iv

It has been assrted that tlhe fun.d is only a device for lending United States
iollnrs eCheaply and t n t the money will Ie wasted or hlst; that other countries
just want o get our dollars. lrid t.hat there is noth big o stop them from qllle]kly
dl'iinlig our dollaris froIll the fldlt.

This is al argument that could be made only by persons who either have not
earfully studied the fC il dItlicurlint, or alre attempthing to frighten people into
e.m..l(nle slnat ionlsine. The fact is that from nrliey Io article XX safeguards
hlve l{n wri tel, ilito this agreement to maLe sure that the fud's resources

.ann..t he dissiplated or lost. Same 0 f these safeguards are briefly disecusel
below.
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The fnLid will not accept an hlMal par value for the currency of any country
if, in its ph lionl the Par valuo enainot be maltaltained withotlit causing recoursli,
to the firned on the lPat of tfim fnellebt r olr othe1r on a saIle preiudicial tP the
funMl and to ue,.lr,..." In fact, the Lnud will "postpoae exchange translctions
with any member iH its circumstances are such that, in tihe opinion of the fund,
Patey WOlli lead to lse of the reources of the fued in a manner contrary to the

lrDiPesIt of this ag re.nin t or prejidiil/ Io tilhe flld or the lellbers,."
Tfo niet e l aldverse baltg olie, l of payi, ts1 lro ApD'poved( IDirpIUs, a contry is

eitillel, subjoct to Crrthi quantitative and qltalltative lllittllons, to prchb aser

the nedetd exeha ge frrn the fnod. The purehases of exhantge nus not cause
thie fllld'S holdings nf the merm bers' curtlIlly duriig a 12-imoith period to illrease
byr u, , tait i ..llt, Ietit of its qulota .. or to eeIred by mm'e than 10) t!rcent tile
qnota of the cnlol.tr. ThlIe fnil may waive thlte aitiiiI.t.l..L, ep,,eially in the
cise of oeblersd with a record of avoid. lg ilage o eomitriisn } u}c of the fund's
,resoucs. . The fuili] nay, aiso Yel. re the plldge of l]hltii Ia as coindito0 ol

waiv(e, ald It Faiy )rei l.rti. Wilfeve(r other tfi lrmlas anld coidi i.tos It rogards as

Sole i] ri{ ir hliar, splkeq of these lrovisions or the sale of exchange as . on-
fining aiiuIltlitie ,redit r ighlits to oaltries, who are not what they sail "radit
worthy'." iThe critiism is wholly unsrtij4fied. The technique of conditIonally

rmittig it @.iCitr..il to bUy foreign .xrllge to a limited lount I s cIIl.monllly
luse! I slabilialun~o Iarlpriois. It is ineluded ii all of tile bilateral . Irra.i.
mneat snludner (all' OWrn "x, hiliet! stabillzatioU fi..d anId in the Aniglo-Bligan, Anglo.
llh llani Beligolluh ex(hlllage agl'PItItIuts IrCntly nlnnmed. The safe-
gnar is hilat this onilhlliial right ean hie termllnated 1whene';er it is not used
for the purposs of tile agrtYmllet. It is Slpat'liflhly provided tliat a memder
acting contrary to thle fundl's purposes inmy be deClared ineligibie to use the
re;ouresO of tlhe fold.

Apart XII e1 IIIhee gell aaii liltntiaonn, tihere ar pli er1,ial provisions designed
to assure the liqilidiiy of the fund sid tile revolving character of its resoullrces.
Mem1 Bers tlurevhasling foregl xehang( frontl Ibe fun red a expected to use their
Owll reerv1es of gold lid folq igB cefxchainl illge ina sh, nl mo. .t, povd led bheir
rloi,italry reMslrvs t(ctc'i their (uotas. Whien their balanoe of payments becom
ifavorabu nmeb'irHS Iter expetId to USe ha If< ol the icease in tlhiir reseryes in
exce, of the r n ot lo 1 to remurchase thPeir currenties held by the fund. Tile pro
visilo that a country inust use tlnlt half of ihe Incritt int its reserves to repur-
haisel its eur1iMal'y falln the fudl is tie ot'rlli r lrt 0f the plrovsilon that a coun-

try linit mlnet anii-hali f the deficit in its balwaice oif .ayIle.. is by tise of its own
e lervesl. The fact is that if ovr a perilod of time all countries were to main-

tain their ilternamio..il vlaymeits iii eqiiliriuu ilt disriiutlotn of the fund8s
resourels would ol only be restorel to its o'iginal] position, but, because of the
growth ill moetallry reerves, ven stlrengthelled.

The fnilld . aI ,oli, r irovlniotls IU assnre the revolvilng charater of Its rla 0 orce!. A (Ouitry Ir.ri..tlnJig exchange frlm the fild wilh its currency must
W )p, a selvic bearge of thl're4folrthli of 1 Iwcelt. Th is Ia rmlatively benvy
chaire l Id it will induce Countries, as it.ende.i, to plnce prilaryry reliance on
their own rbsources rllither tiall tIlhe fuTd'. Further. the fund lev ies charge
On its ballInee of meriber country's eurrency:; these charges rise sJtdily as
the IalanleI s held by the fund inarease n tilhe ir rioul over which they are held
lengtfhens. When the charge rifs to 4 .r.r.at or any of tile filni's holdings, the

eoitrr i andi the fiud miSt consider uHauis of redlucing the fund's holdings of the
eurrelince.

F'itallv, I herel is aI reiflc provision safeluardinn the gold value of the fnld's
assets, No sainltry (arl Inill iist lt obligations to the fuend through depreciation.
Whenever the parl valie of a ruenlilier's c eIrlPy s18 rduced, or its foreign ex-
elitn{ , au? da! prcialaPs to a significnat esxtint. the member must pay to the
fundin mnmi necetisary to , hi Kl ilnt gold ¥aI/, of the fn d's as.ses.

Som critics fear that other natliens are ntt II trIete d in mnilltaimin g a saund
flinld, that thile fund will be manalled by debtors alni that the Unjitld States
Will have only a minority voie. This fear is hardly warranted by the facts.
The Unitel Staters will have I28 lxarnt, nd the United Kingdl. Illhe RBri1lh
)onldiioins, and India together, will have 2i percent of the Itotal voting power.

Prtlsion is Imile for having the two la rgest reilor con,,lries on th, e execitive
directorate. In all voting iltmolirlg Cie sll of exhange, the votes oIf ecrdior r
counlietse . re adjulstl upward and the votes of dobieor moulltril. are adjlsted
dowlWani'd T'leu are, quite obviously ample safleguards to protect the creditor
countris. But the greatest safeguard is the cowmmn i fterest of all countries in
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lillhairliiIg a flndl that w'*il 0 beom the basis for stable anl i orderly ethallg
a11a11l gl e llits11 out wit hc' t he wr11d ca.rl.. llolt h a,{t he xjlnaioI ti.I ii (erltlll tonal
trade anid the resilmtiton of itlter.iati i innvestment essential to a prio,,rs~I
world eolni my.

I, thia arlPP nl after ,tile Wi tile world md nlee e Ior dollrs efor imports from
tile Unittr] Slates aind oth. llr psynuirfs to heilt itl States than will be ,vailahi; a
a [,unler of ea(nlll Pnlr ns I/y llleleie t s reoII, I I t .Irs..fwe If to itnal Ih gh
level of Onipployiniet in Iis caunitr aaectr [11w wr anilld reS.Illt iteratttlli in-
vIstllilt oill a ln a1lequdt li,, tie dtollair will nlit oi,mllt' carri i, ency: the'otAlil of ienowl*r aril tIh firlch111ase oIf •ltri fili ;li(l,}ad th ,..ld Ie sfliitn
to cOvi er tillnll l Igitlnmrt, foreign l dro l dl] dollarsl. Fao 8hil Mc tllon, how-
ever. tiere Is hl rell] lilssibilly thet dllars will ]i"nIe so calrce tihait tie ftlld
will not lie able to sell as nluch d iolar olexchaelb n1 inolheirs with to biy. This is
not likely to hapl!n aquicqkly: (1 the I fltn I c.lld hlled larg. .. s OI,rC of dollars
ild goldM (2} lleir e ire u'illllih ti¥(t illill qtallittlveo lilliaiiti.tis oil lie p1urhase
of exchange frltl thllI fl.ld idtl (3 mmlle ri eolntriae are reqjuired to use Iheir
,owIn rlsoui rM if goh l mia d . l.li.rt wheol mAling is, of th flind. Bilt ill time.
if Ihe batli n of pllyeli s e to>OIgl, tno-si ] i].o] lely be a shIprtage of
dollars. elSuch a shortage. If it d!velwolk will not be bcause of the foil bhit in
spite of flad. t. ioe cri tics have argied as if the filnd Itelf wonld be the c.aue
of the can:ity in dollars. , The fuid clrnort mor!le a sh ortage of dollars. On the
eontirry, tle lland inevilhbly plitplones a shortglie of the nlrrtrCy m(,t Il demand,

,n whn it ii i..srnt prevent It.
Long before any acute sarcity If a currc1y uaevlops, tie fllnd Oulid have

eoCloderled the sitlinaion i/il takn wmhatee stelP were feasible to remedy it.
Tile fund night find that the principal canos of the diffieIlty was excessiv immports
by muntrie ulltiliilg thE fuend aend it wlulld rquire corrective measures as a
conditioi of coithT(iled use of the fun1/'8 ps(mrtln by snob countries. The fund
night find that the causes of tile scarcity were high trade barriers lli he eountry
Whose e.u.re.ey was scarce, or a f..il.re O wilrto dtike adtlua.e I .tenatIonal
inv.e.stient, anli It ,wOld prpose appropriate remrnedi, . In tihe .iealhtille, if th efnlld should finid that the diCitltlts were ofi tlteniioral ehilrel er, it could ue
Its gold Lreources or borrow the searme eurreney under t[eni, agreed with the
euwlry.

if. uotwithstnding the dlaylng and orrc-tive ,action of the fund, a general
scarcity of a plrlltiuar currency Is developilg. h ll and niay issue ia reprt to
it.en .a... cointties setting forth the eases of beh scarcity anid tlking reoIm-nlendnationl dsligned to brilng It to all l d0. Tbis reort i.lllay Issued while the
funds still has that currency aid lmeas of ob nIllng more. When the fund finds
that It Will Inot be able to mitee Ihe l)romspetlve demad, for a nnnbers cuireriy.
the tofund will declare tlht ettrreney scarer tl ( hereatiPd, r Ilplrortion its existing
and eerl ling splliy of tile sarci crrilency with due regar d to relative need of
members, the genera l ilntriitlerttlnnI Un1illl sitlatliOn .. nd olier pertienP t oln M
sderattions. Tie ftlnd wolId,. of Cro.,. .. va r exhaustis id (llar lhi lI)lv. It wioul
hlaV a 11 c(tllhlld inllow of gold aid dollalr ftroml it other transactions which
would be avrilable for sale to nilOllbers,. Tiphe {)rovisiotin . i.ke the reto)urces
helld by and crnirig to bthe A urd nulii]e)t for dollar paymnilts in the United
Staitesr, The ov1 all utilzation of dollA: is I sure to be ila-ge under tile fUndl
than It could be wii out it.

When a cxontry fl short of dollIar. it is .ertain to toke silps to iihit tile
dInirnl d of its lafionlsl h] for dollars. ithout tlie flund thits ati.. o)lld take
the formi of establisin g whatever cnltrois he contlry wisIied. i ,del thie fund
lgre'I( l,, the hiiltution on tile f]r..tb.in of E¢xelmaIgr o(ellrotionl that a n(,lllry
mIay i.I.polse with rc"Irl to ,a ,mlol Itl irrey are tineltii.d iV presribld nd .ae
undertakenl only offter (ont.lsltiOir with thie fliili,. They imls i1 idno llore restr}i-
tive tllha"n is neessary. to limit tbli dmdilld for ilte walr. .urrc.,. andlll thliI ... 1atiinns moist lbe relxid ad .rinoi..d. raiii py as contirii s noer .t It. F I lier-

It'. ai 11llbe, st give symlpathetIc econsideration to Ihe rjl)lentatlons of
otflher nlcnbrs regarding silch imet riotlos.

Vlyr dtiinlly n lIis onrtiy tis[uiluls ino moral respolnsilbltI for a srnrcity
of dollArs,. Th teehniral rePrTCmilnrlvcs or the~ Uniteb d Staltes have olmde It
clellr to otihgr coutiii ill ii ilnbr of inleljindll that a scirclty of doilars
,lnlllot [: }tc]lcp(e as evidlenee of ollr r..esponlbilly for tile distortion of the
blIaTilco of piyimil st. I qIta te fromrn sC],I a Rnmmorllnidlr i "It shuilid not be o1er-

ooketli that lid risleulillHbriit.. in tihl Balane of ptynents ca lnnot be ma nlfested as
a inrieart .... rnll an I ...... ou try. Wh]lenever the Sppl]y of a iiembdlr country's

r.l l....y I scanrc, this scarcity is Ilikly to be aceorp ie(d by excesslVe supplies
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of lli(e crrcies of ol ther countries. In sce s" s the respo Hlll for the
Iorretion of the ,luiidjulientm is not I nlnatenhl on'. II wIll hr the duty of

tiL fuid to lllke a IrDl it hot 'ly tiO the ,otl ry wlieq, s cIltrilo(y l, "aI'ie but
liso to the lll!{itr olutlri-l wi, arc Ir xlt.stHi. g r are ihis i .. ...uo.reos of
the fund in a malnnelr which is not eutistenti with, the pilrj,,s of the fi...l."0 ol (rtrielis have e Irf se(I th( v1w tiiht Olle(el tlie fPi[ h n, ldhi gS of do111,rs

oh tlt tflten (.I.nsIderaibly bWilw Ihe silbscerlptin of the Unitld Slales, it will
1Ili( be flh i fnle]tt I. hs I (oltely X h ng ile fd w ..ill l P lIo he
the mens for ih teiriOatolilti.i.llae[1y OOia' ltioi i arid ftur n1a ldtainli'g stability
anl] order ih exchtlnge traisactleas. Thri fillI llwill hold Iall .currenies. ex- pt the
dollIr, ins adeqnatle ainBOtlIS dll will t iiO ltitlle o sIi 8!h nelib es toSl ilrbelllrs.
From its trarisactiol.,a tim fliiidl 1-I lSo have dolllars acrl, llilg to it,. wIiill it
will sell Il ilnit id lim U U tite to t oIi (tile. Iii tme, of eiarye, the iut d's
poslion withi resmlg:t to doIaer will be fully r Itond if the United States does
not Illye a .l.tslpit3ly largel favorhile h alance' of, lb' I ylnlhiS. The United States
{all IiaW a S dl(ilihe wia t ever ciurrncy it naelrlirta urolth i n.Ild. Fitll'hrmore,
Its pOsltion as a subsrlher to tnihe fiud is fully seurtial by the ohligat or (If other
Conlllllrle to arNilltirn lisllhalipldl tile gold value of their ecurrenies heid by the
fund, and by their obIgati.n. to rwdl, ill gold ol doihillrs any currency that is
distribttel to tile Unieli Stales ii till funld shalld be Ilqrlidated.

A ielw frequently expres. l is thit the proposal for tile fuld is too ambitious,
tllit tile prollhta c..n Itbst lie slved by sIl ihraizaon of thle key cirrvenies-the
doilar ai Sterlil iltld plrltaps aoile Wadw ohhers and tlat othe r cirir'eeblis can

Jaehlevt' sole ligrec of stability by adiheriens to tiLe dollar or sterling.
Ill Pltrt ilis (kelnltl t'leernc wit h , ithil key .i rri..eleis rl'e{flcts a fear that

eOxha13ge stability lild riolulon in eehllange tr.unactioins arle lnt ilniverslly de-
sirahie policies that hlmlly eoilries should De Ilpernhlu to have fluctUting
currellcies aiNd lO USCe exhbige lontrol to llatsie tIheir lntlrWiationval payments.
WIhether this objectin to tlle fund is well LItaetn is a I.tttr of opinion. R(!gllrd-
less of the degree of stability or freedo.ll .. ne mllay prefer, few will deny that
Oleprly txehatlIg!o atriLtIgeiIliii i ite eSSelitltt, slid she]ll arraugemeots are prae-
ticble oIly throlgh coopratiort on a multilaterlm basis.

'the I .lltl.Dasis ln the ktr eu-rzl{llci In wh ich ,iitrOiatoliala payments are made
senlis I t iO c).pbely i.ist ake,. The diollar ld sterlinlg are, of course, the

1(m itllrulallt .U lruele1/ ti i'8 eth .l. r ele t it ohlei r cln atrhi ais a1 ore [ir-
l)ortaiet tOth e te that tlihey affet volume of international trade and invest-

ednt.
Sowe IllustlatonIs mhay help. Taking the sum of rXpllrts a.d intplort. lng-

Isld', trate in 113l7 Wits abumt 15 llUe(aIt of th.il. wOld iotaIl and tile Ullited
States' trade was blout 12 prcent of the world trade. Is it of no l/iprtone to
nelhifrt (itqnte.y stability in tlhe o..litris ,aPrrying or.n he{rly 75 p lrct of world
trade al llgl thPolIr'esI ' Only I15 pelient if ol.,lr trade Ill 1937 Was wilt Eng-
].ald ald 0ll3 23 p1roetnt wilh lBriish Emplre countrels ot[e!r than (blCanada
Is It of no CiluIM luoI' t0 I tO Oh"ll e/]rreel'tiy tlility in the countries with
w5hieh we hrw e more thalrl7 pErcenlt f oulr t 1tI'

Tia fab(I ul thit we arie difl'/ly lit ltleuttet] In thie exchange rates of all
(mlries, b){ cIa'lnlb Iall euliiitis art( tither oilr enstoier's, co..n, tittrsl. or ,IU-
liet-s. rFhe ptO4i,, of I th A m... .rha I tenl expor ' P)oft e s a helpful illustra-

tioll f the inll)iorta11ia1 of genera l xnig stblity 1 Is inter(,te, of il-se,
ilt lilt ('x t,,llrl g i ii Of mco11011-ii lorating rt"niistif, eotton-exlairting o ... r ii is,
anId tetitilhitllp,)oriiig eiir'llrieg Il other wlds, IIS is ilueTest ii the exharige
ratie of I.iiglalnd, Jatpill. (IThrismit, Irails, 'gypt, Ilraztl, M1exico, md I 'lost of
ohier, flllljllS What talillIs is o the Irice if olit.i, In the United Stlates
w]Nlt the Ii.texritb es, doirlediate it the1se {)cllirtti,? Thle inswer emii ti foInd
inl til+ ] illtp fa ill lnl the Spt prigt of eCltto ill New Orhla .... n l fro 9.mJ (nlis in
Mlly 1fl1 I oiH; eerlls it O(,IcAer 19g1, wit]o emi uirrty dlill'ihtiol o0,ll r.ld In
neIly all tf tie~4' I-uonltrhs,

Sunit ,l-is crln- thlle key c-/rlitchis I.-nm.ept ao far that they crwlmetely
ulidtqif[y istwar nlarlwilar, irlhems with Ih e B"i'tisii h all[ce of pay{tm'st in
lie [asswwI&r isrioed. They irplOls pIlltli ile United Slate .and.I England enter

into i bibit"'lLl Igrtenit-ul ] fir sIlabiliZatln of the dollar-sherlht'g exchange iate,
toil that [I[ain ipitiOie tesIl(1tions (}1 e!xIiallg{ ransaCtli i anld fun ld the
atellrIal] shlrlitig laneellre,, atrl/alel by Indil iald h(i DomiliflO18 as a reult
of lIritll[Sd W.. . ep... litiirs. To etiale E, llgliad to mntet I II' ,it for d foreig,
,xc ltlllg t... ilSe tlh a prgrnmli would involve, it is proposed ithat the Unite(
Stales 'I4t 1 $5,()O{,0hodd,) toe Britaill.

?"73. 4~ Il-40
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Thre are, of course, a number of varhitions of this app..anch, il of which missL
clIpl)eItly the real )Stwa.r ..roblet il BraIl n, tile Unitem d State%, a ,, else-
whorl The net Chlbll.ge il rtlllus Voeiglt exchabnge posttii.i. on capital ac oint
I hlrge,, rind In tille Britain will wanu to rstore hier ilt.rnDlatIo.lal tomomic
psItionu. But that prolblem is riiterit as urIett nor as great as tilhe To estio of
her current hialince of piayments afte r til war. To faeillitate thile resterti
of balam.ee in hTer n te...i.tlobal acconiits Britain 11eds an exim 1sol of warltS
Irtude, A ]u .. o Blitatnd o enable her to establish exchange stability and
free.dom from ex.hange e eotl ir will Inot of iseif help sliguiic.ntly with Britanl*8
problem. or with he worls probem of tah's talish'ing a uumnd postwar pattern of
ilnterntationl ayments. 8lt a ilau Inoiught burden Britain willth a dollar debt
while nalking 1no real contribi.tion toward I bahlanllg Blitainl's ilterIatioal]

pmets, O te oter halId, thile fnd alnd thf baik, ]by providing the favor-
able 'oldit] ons neessarpy four expalniin]g world trade and intMlnellnt, would
be of real help In estabsllling a sIund lnstwar patlIfri of inlternll, tiol payments
adnil would cOnUtllhlll S Il)sta ahll.Iy tto p ros*r ll I ,nhis ollnl try alid lbrodll.l,

With those cri1ics who say Ilhat a liitinla l meallea.res are TIce..sary no one
distgrng s The position of the i nitld Siltcs Governmet nfrolm the begihring
Ihas bell tIlnt tile fund] an[ thile binik nust be supileented by o ther measures.
Thie.re is ivery realso to exmlcpt thIt these other uasures will I*e taken, and
Illt ithiy ea be taken with gel na r e(mofitide bm'uI sC of tbe lettlon Woods

'The inaini'il iee of stale b and orderly exchange arangem ents will be best
assuril if ihe great i dustril a countries plursue policies for maintaIning a high
lee of busile.ss~ aetivlly. Tlld,,,Ir 1C.l coditions interrIatinnl] paomlltot can be
igpt in balance without difficulty, for the greatest dist rtio Inii the balasee of
payTlellsg (hEulur dulling periods of business derls)rsion, when lnterl ti.n na trade
rilld Invest.ent fail off.

it would be bhelriuf of oiurse, to lower thle barrier to international I trade.
The Ulited latres hbas bee 1111ursuing Ihe [lie y of reducing tariffs throulgh reelp-
roil trade ltgreenlelfs. AMowr caln h don eIon d will he dotae to achiev a geTerlI
relnxatIm oif trade barriers B{ut ihis eannot be dene until there is assurance of
orderly exchange rntes andi fl'edon Ill (xehallge Irausaetious fIor trae pirposes.
A .(le.re it iln i exchalnge rates is an alternioiye nI lhod of increasi g tariff
ra ill In ec.ha. n ritl.. is an al ternative miethod of applying uimort

With te, fund, eli tries. aln it l d rtakIee¥ipoa.i tariff reudetln know-
tllg thit sneh agreements will not be defteate] by offsetting action on the exchallges.
It shilli To noted Uhit with high levels of business activity countries will not
be tped to follow ille false road of trlde retrictions to provide more elllploy-
nliet tll hoiie.

Nearly every critic hils sa. l tlhat stlability of exhange rates Is posisble only if
eoulntrie put their ecou....ies In order, NSO)bly dilsagies with this vlew. Cr-I
Inlly not those who were at Bretton Wo'odsl The eountries that were ocuplied

by Germanyn have a difficult but not insuperable proben In restoring their eeon-
onleq. In western Europel tie (hrnlltls rt tainil1 wage alnid price eoltrols in order
to exploit prondhctlo n Iolore effeetively In these courtiittes. aeaiuse of these eon-
trols tile oenotary systim dill not get out of hand. and with nergetic measures
it will be Iossiblie to attain internationlal eclonlit. e stability. In castet'i Elrope
the sitltationi has detflrioraed so far thiat eOI..pt rely new 'olltliiry sy.temlls will
probably be neesaary. The measures that will be taken for mn)nClery stahility
an be iffllr'tive only If the public has collnldnce i tle cu1rrl.ic.y. Can. there be

any doubt that rlaonst ruct on and stahl iit oln in t lsa areas will 1, imire i,,mpt
atl mor effective with tlhe bank end the fund to give (dfltldnee to the people
of these coiXtritru?

To those who sincerely. believe tlhat the find shuld not be institnUd until
after the prind of postwar transition, it must be mintel out tht whil the ftnd
is not Iitended to provide resoumres for relief, reonstruction, or the settlemelt
of wartime Indebtoedne. It ds have a i most valinable flction to fulfill during
the transitio perlid. Quite apart from the special problems of the traslition
the world will have the same problems of xchange and payment as before. and
the find is essential for dealing with them. It is of vital Importance ta thet
postwar imtter of exchange rates sho1111 be Initially determined by consnltatIo
between the find and member countr4i, anld that whatever adljustm nts become
necmssary should be made through and with the fund. Most significant, during
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aii period of transition the general lines of Interta.ional monetary policy will
be definBItely determined, and it would he a tragic error to allow a relapse to the
molinetary disorders of the I9iO's through Inaction and delay.

The piea that we should wait several years before attempting any comprehen-
sive program for International Monetary collaboration has been made by a few
#conomisrs whose objectives are Idlli'lble and whose approach is careful and
rsPonsbibe. But it is tile approach of prfecionism: Let us postpone action
until l ore evidene Is in-next rontle, next year, soale years hence. Uflor-
tIlnately, this counsel of caution plays directly into the hands of those who are
not disinterested. Tlhere are, In true, "omic isolationists as well as political
iSla(ion lts. One tactic of political isolationIsis is he attempt to kill all con-
crete ind specific iproiosaIs for international political security and cooperation
not by forthright oppoitioll-the public would too soon recognize such opposi-
tion- the ptubli wcould too soon r.cogi. ze such oppositloil for what it is-but by a
plea for ostponement. They hope that the passage of time will multiply frio
lions among the United Nations, and that they can effectively use the time thus
slIned to create friction and aggravate points of potential difference,,: therefore,

they reason, the vry deferment of agreement will Lake Ithe attainmeit of agree-
mint minre difficult, To thrill delay is merely a sIubrl-ftge ,o fai Miane sabotage
of our plans for a, Ilntenmtifo.al security organization. The economic isolation-
1sts hope thlat tile general environment may somehow bmaole ufa..orable for
Mlasulr,8 of inlternational elonomic eolorationl. We must answer thenl in the
sanle way as we are answering the p,litical ioluoatiiists-hy going straight
ahead with the lnplamnent of the program for international eco.omic as well as
political ceopiratlua. The AInoriati pIople he vunqu vlcally endorsed that

Quite recently, the sugge.tion has been I mlade tlat the fund be dropMd and that
the balk he ailthorlzed to make slablization loans. There Is in tills siggestin aS
basic error--thp maSsiptpion tl.at the principal purpose of the fllnd is to provide
additoOal exch ange resources. Prlniarily, the fnnd is the Ilrns for establish-
ill lln l aininatullg stability, ordtr, arid freedom illn exehange Itrnsmtijons. 'Ilae
ru)tirce{s of the fund are (only for the furpose of helInag eonuTii s to adopt and
keep sumh poliiees. Long-term sthbilizatlion loans woild defebt this purpose.
We ,III coilStanlt, collntined, and gioner]I Ioo[; ralh Nlni pelllaig [)roblems arlld
exchange policies, aid this Is islslble only through tile fund. Both the fund
and the bank have iln.. rtnint hbut diliallt fiuncti],ns in Tintlaining a high level of
inelrnathna/ ttrade andi sound internionatal i.. Ivtlnens. While each could fun-
tlon ale, they sippletment and sireghlen e iih other. Together they could
make a great contributun to a lrnsplrols world e.oriinny.

The world Is in desperate dl.gn' of reverting to c eooie isolation after the
war, land economic Lsolation will inevitably breed political isolation. Those who
talk of waiting and of blhateral a rralglnenIts with one or two countries are in
fact proloshig that we do nothing, that we allow the world to drift bark It thea rttrlctions and the disorders of the prewar decade. This is I risk neithel we
nor the rest oif the world can afford. IWe havelhe pportunnity to put into effect
the fundamental principle which must Ie the basis for a ;raefull and prosperous
world, the principle that inermnaltonal probhlens are an internation lI resnls-
billty to be met only through International oolprathlOn T't! Ilund aliad the baILk
are concerete applications of this principle in the international uIrrency and
lnvestmeiit spheres.

[Froln the JouIrnl of polltcIl Ecollnomy. Mnreb 1045]

SCAsCs CfINcrsE AMN T[11E T INTFRATIONAL MOt}IARY il sN

E. M. Bernstein

The provisions of hi e proposed In lternatiol Monetary lund dealiung with scarce
ciirriJen'ieI' a hl'r recieai ly reivelld !otnsidort)le ti i tlion m B'aulle of the im-
poartli'c of thie problem, tile extenivs disvussionI f t IIs aele I t irlcy proviaindS
Of tlhe fund should be welcomed. Tliis palper is noncernd llrimlarily with those
partinBluar ,is,,t of the problem1c eovrnd hy iMO pIl.rovishm of the fund and with
tile critisilcs that have beeli maude of hese provisions.

Artcles of Agreement (Wasilngton, U. S. TrIury, 1044), art. VI, el. 12-15.
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The . conet of a srI e cean'c y in ued to connote a large and prolongM
snHelies tI hI bhalij(.. of paynIents of .one ountry, aculnpanies by defeiits in lthe
bnlalces of piyIneItsf of a consmiderabl, nUmber of oter coImultrles. Because of
the spienl charinter oIf the pr(l blm, the gPenral scarcity ea a currency must bei
dsthlglnidhudl orom thl s llCity of exchange reaource.. experienced by ne or more
empltries I .a a r.esit of I)ersi.te.li.t defIits in thielr bntanees of laytmetia willi many
other ouIIItries. It muSt also be distinguished fru ii ateroirary s'arcity of
exchllage rtsolre!i restullillg froll fillntatoitllS Il the balane of paylents In
whi),h culltries wibh a'lteristing Stll[ilhi anod deficits ill their international
aco.untS hoaly, tilring the erio..da of deficit, b short of foreigln axehange. The
dislltiive feature of tile se.r..ily of a currenicy is til pervasive cliaracter of the
need by other eoUntrhie for addiftilonl foreign excllange rteolie ss to be used to

imkl, pylentls fto one plrticular oinntry. As a pratieia inatter, it siould be
noled thllt a tell scarcit y cal. oecr only in the eurl'eV of a grtal trading and
Investing country, sinm only such a country can d Cevelop a utrpls In Its balance
of payments of sluicient nlagniltude to llfftect signilcanttly the 2xchalge re.
wsolre Slid the exchange polilies of many other co.ntrlis.

The car.city of a currrncy iii ny prlod is in I ,bjec.tlve fact lppanut fiom an
Xantlnaeil on o the wllr of hinternantlonal Ipyments. It doe)s not ill aIly enISe

imply that the eases of tile scarcity are 1,,meDsrtly to be found in the piieRes
of the surphls country, nor, for that matter, in the policies of the deficit cuoni t,.
The causes of the sarclty in any particular case are likely to be Ionlplx, ad
the slciy miay be tne rultat of thie suterctiou of a ntmber of actors. Cer-
tainly, whatever scarcity there may have been in the dollar in the Ito's canlot
be attribtted to nny one cale In any one coiuntry. All tih, international mon..-
taiy developnclts In tie 1.l30's were related in in.ni.era.dle ways to the eno-
ronmie and political disorders of the Iperiod. In a world econom y wItll iultilatera
rayilellutlt te causesi of th arril of currency can be deterniinied only from a
complete analysis of the whole pittern of international laynlhlnts--not only the
blia ICs of payinenu s of the couniltry whose currency is sa iren and of lle ountrltis
with tihe hlrger deficits billut lso tilhe balances of payments of othier ountries with
moderate surpluses of deficits.

A itrIge and prolonged surplus Iun a oultry's bhlanee of pa yments on lt rent
and capital nacclut (a.n case pressure to develop on the exhanLges in ...tly
¢ountries, and Its curreney may then be saild to becole saltr,. When tills
happens, td ile ountrriet ih nee of the scarce currency hl, e no allerriatle exIptI
to dpletle their monetary reserves or to take measures to r/triet their obliga-
tinns in tile scrce eurrency. The developing scnrcity of the c..rr.ency lay be
evident ut any one or Imore of the followilg eonditlons: The accun.ulation of
..n... tIso large amouints ofe gold by the surplus Iountry, the gen .ee al depeeiation
of other errenles rektive to the scrar firrncy, tnhe widehpread us by other

.l.lUtrles of exihalllge tnlltrols on current trann.ictlon, the imposition f tariff
and other restrictions on imports, or the deliberate adoption of a policy of
(lelation, in a number of ountries. Obviously, tile use of stehll tehniques to re-
duc, or Limit the illeur'ring of obllgntlon in a urrency, if they are sura'ssful, will
coriect tile scarcity. The restrietions imposed for thils reason wouhl then b,
ovidenic of a previous sllr]ty or of aln itnpelndi sal!rilty of a currency.

If countries leld very l hre ..one.tary rerves and wee illn a position to USe
silLch Ioinpta ry reserves to n..t d.eii ts in their halTnees of paIy,eI. its t angllt be
I.ossibl. for themn to Inl.iutaih Ord(erly exehoaige arrafgenl..ts alid avoid I'e.tri
tive ie(alrel s, whil thIe s ccily of at currency Is orreciilied. In flat, howl vr, few
,ontriles are i.r.preI to lL atiy considerablie quantity of their onetary re-
serves in this way. WVhile the aggrlegatte rtl ettry res.ires oulilhe It u nited
St/te, wilt iqhlapn anmontr to a stneh t $16,fuch00,C0, IIn gold ndl United
States dollars, after urgent lostiwar nled, have beeln met. it ih anikely tihat these
colltl ts will hI* prepared to uhe moe th, n a siaiil part of ths, reserves, say
$5sA0),o ,O", to meet deficits in their balalnes of payI... It with the Utnlthd
tialtes In the uncertain i),stw ar Iperiod the u n f riserv'es of this nmgnitude

might not b lldqIumite to ialiitailiil the .exhanges if there were a scarcily of a
aijior culrrelly, ald o ountries WOllId not cnlttiule to draw down their mo neta Dry

reserees when there is no prospect of reversi.ng the treim, It is nalost cnitill
that, after a considerable derline iln monetary rservi, nearly all eicountries WoUl

2It ii. or furs. posshlei ha ave searcity or Iwo or mor- iyrrenl..a AA. litii qllibr
of Coorti, tdI .a xurptus iI, heiur bilaneea of ayitnta, grows larger. the problem t
9'm. 0itO, of W danresd dI ieullibrltum in intern.atIont mayment. rater than o e of
scaril y of eurrenciie.
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fell iiudledl to takl! uother UeIJsaves to lalt tile cdtttion ill their monetary
rteervs ad .o res orti n blnce in . heir internation lal a.eounlts.

In the absene of tihe fund, ] bow weolld countrie s go abot restrict ig their
enantd ilr a ssalrc erlren"cy? i'resnnalIly, they eolid use the 8,Aln le eIl

nilques as i, thi l1, 's, although, ti) dloubt witlh greater ingenuity, withi greater
p]lroIm Lessr , and with gtnler seer]iy. The taintel of tx.:l .l.e tral.tsiaedlS
to preYent a figl t of capital would be Inevitable. T .lre wolId certainly be
re.r.ictios on li ipor·s from te country wo cl Currency becToICs sa rcel eitler
throutgh mehl lcbage conbtroi or through tra devies. II ahl dition,. there would
ploblblby beh morallitPia oi the il.tnsfr of earnings fro, ins1t!nenll, tile reIply-
menlt of debts, lnd tile outward rpatrilatiol of capital . ThIre would also be
homs exhagoe dellreciaion, a.lllolugh lis is not likely to be r, effective method
of dealing with a scarce eurrency, bcause, t e aus of the t thbane of
PyIyents in Ftis wy imay take time nlld may ynot bi citrely predicttble. In
onec lstsntCis cntiaries night altlme ld to lretore their exlprt iosition by a

planned reduction in domestic pries ani costs. BUt the ea !s wOld probabllly be
lfew.

It is doubllfl whether miany , ,unTir weould be content to meet the problem.
,s some did in ilte 1IKI's, merely by a e1vere restrleth)n of Ipl ymet o in the scare

u.re...c. C.ouuntries insIeed of importa for their industries and onslmers wouIld
have to ind altelnatlIvr s(onrce, of supply. They would uedouhlt!dly Seek such
suitpiis throulgh direct a rra'gnlneltS thalt would lnt invol e a drain on their
depleted lnetallry r serve-tbat is, through barFln telrg'eetls, bilateral chlearll
lrta..ll.(ligms, or ,other devicl thsat divrt trade from their nor'illi chnnells,
SuChe billet.ra l...aures, while nlot nftlesa ri y re.ulting Il a redhUlctio in the
aggregate Volule of ia.d, woUld unqllestoilabIy mle11 a lossh of lnuoe of the
advantages of international seIalLaiofl in. They would, of ,u.rse. be iii dlrcet
onalict with Ibe purposes of the fund to establish stable and onrerly exchange
arralgements whtel wloUld facihlitate a multilateral sysem of lntelnalti onal pay-
lclies anld which would eliminate exchange restrictions that laliper world trade.

II

Apart fromi periods of war, there has apparently never been a scarcity of a
mlaJor carrneny e.xcept during a few years in the 190's. Ii thIle li3O*s the dollar
did beome scarce, for a number of rcnsnl. Tile largest factor in the scsrcity of
the dollar In ibis priod was the pervers movement of calital to the United States.
A contributin g fItor was, tie deep drwession i,, this coMutry. Mailly of the ex-
ehange praetices of the 1930's, which tie fund is expleted to help eliminate, were,
in i.It, a on.ll.eqelee Of the serious distortion in tihe patter of iuternational
Wyments which wits marked by the scarcity of the dollar. The fund calnot
neglect, therefore, to miake rovision for deaing with the scarce curr.ncy qwstiou.
The hLtrnn lIonal seonomlice problems of the postwar period are certain to be ex-
ceptionilly diffie llt, and the fuled must take account of the possibility that the
searcity of a major currency may levelop. The fund agreeenet Is Intllnded to
provide a praetical and reasonable basis for dealing with a carce currency within
the fratileWlrk of the policy of Caloratio on lndterrltitoual lonetary problems.

'ile posible s ell elly of a clrl'enc IS but .one o..f I indm r of interntioinral
otn otarr y problen s whilc Can be setiled intelligently only by establishing bhar-
n .lli Os itnll ..rinitloil eoo.i, relations lthat wili elt riblte to the realization of

the bromn de objectives of .ecnuolml e Flatly. Fortunately, tbhere I genrll recIni-

On thils Plit. gu ]. P Sitlllmaeer, tilj New Cneirney Plnae. Billetin of llthe Tnstlte
of Statiics (Oxford). V Hup. No 5 a rtoher 7. 71948), 2223,

·*lsl Ire Kiuldie~rger'; interestiWng diseuslion. I fnd no real erlienrc of a ebrolnte
seareit lI dnIlhtr ltor* ile I1:10's Se C P. Kcllebtrgcr. Ilpratio,.l M oslltg 7
Stalpifzation. piarlwecomic lirel nr t I . . i Iris (New Y.k ork. I:1 ...l.li 175 439

iPron. 1 I4 o I" 938 lhlt [ iii hflow or gold to the !nit ted 5tats aIonn teid to .697 billini
dtlars. 'rlh rIlet]itt net Items In tie pasitee of payme ,Its ncBtlg ri nids lnflotw
Of a old are n1proxillately aft f o l iws Il f Current trnDftloaJ.o[1n (Ilnhlidhir pcllhvr imports),
Off03 billion Woi[lrs: capital trauian.tione. 4456 billion dollar; reqidflh, 16114 lAlllo.
dohalrs. Tlle rlote p1t t of thie ro [dmal Is lifkiy vlo reflect i relr1tI Capital lao,¥-
minnt (Tit t iiSl+.leli Sattles in thie \Voflcl Ecoalltofy ..[I3 hlhlgtI)fl plclinent of ComllereI

In anaylarz the enhago in oentfn o elluflmtduinag Ih i tis erIol to /ii ercmine it
rlelatlonhlu o tlhe se to h e dollar , aMtineiora Ilinihld ie madrI letwe 1 tihe lw.lrI.
la-nit oa rulliell inlnlalle in thils nuluutr (which rdo lint. in fart. de rlete ihe montayr

Americnn fhnllsd troe, stroaln, and ihe halt il Amerrinan iti v'"'meal nlnarind.
On tFe eWcrent-nroljl side. it llold il noltei tha. t,whie tillhe surplus of th Uailted

Saters fraon 14 to i,13 waI t alno lerat ll in. tfi currrlt-oeeonllot urplu1s wtas
indouibtedly kfpt do, , by Ixtensge use of .exclaug cont rl
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till in all countrl;s that the piflnnry oblijtivfe of mleomir po1icy after tile witr
most be the iia l infenal a of high levels of emnlihynleurt lrd lirilig standard s of
liill g. IH l nealy every c'n try the contrast of riadlqlate eiploymenl li andprriiu( fIon in Ihe early 1930' S with the enormous exasionon of elploy.i.ent aInd

rodItltb,il during the war has malle the publbc costcious of the necessity of
positNe nlasur1, to realize the ohrelives of ecoomnic olicy. While such
Itnlsli'es llmst e il rely { loilestie in chInr eter thir r ther s wilt be facilitated
by litrma omn l Ovtio to assures ii large v!lqIp.. of itn rtlo al trade,
,dequnmt, inBternt .l.na I nvcstment, nid an appropriate pattern of iintelrlational
aymeII [ Ost.1herwi so. Ionie .e.untries will find that the menasnres they iake to st-
tlin t hlie obJertI esI oIf Iir eontnie pllicy will hi I neffective b:lase of l(:fliirting
Tlelir! il. l oiither (r ln (ritrcs. PFor this reason, It is llsen adi i hlt e .a o.in. n
Interna"llll I. .il i.ry policy. The funl provides the bhasis fir hitla.noil. s
ilerritlifiniil eOnn, iii relations by asurirg eop!ration to establish a Common

te'rlatilonal m/onelary oli]cy.
Thle s'areily of a currency would mreflet a serious di[torioB In the patterln of

intreitnliolali paynm, . whlieh miust uitimaly lead to a disruption of inlternatlonal
tirlde arid invustlea t if 'neairs are not takei to iprevent a breakdown of ex-
change relationships. One of the prpories of the filnd Is to help restore the Inter-
enever tlblllty of cIurtrin(Iets ad miultilateril settlo eants for current i iternational
tranteions. Unlessr tile fund proides other iethods of adjustlen nt, the srmmity
of a currency, under such conditions, might result in a general linitatIon by other
ounl t [ris of their external paymenta and in a consquent large redutllio In Inter.

netional trade. IhIen jmy nllaltlle ar~ nlrd to COeuntiC n h'r than he on hos
,lrrenc lIs samre, tihe burden of adjustment is merely shifted to them., Thlli
proess of genera.l Ilinitalion inerease the pressllre on other mountries and eom-
els tilem o take restrictive nlasures on their lart. The widespread reduction

In intntn sHil onpaylents y which would be brought about in this way could not
clrreet the sclaRity of a eirrleey exce.pt to the extent that it would directly affect
paymenlts to the country whole currency is scarce. Obviously, any attempt to
orrect the scarcity of a (irlenny thro}gh genrally resilrltIve m easures would
disrupt the cmnomy of many eo.untries. Therefore. the fUd miust Iufid means of
dealing wi(h the scarcity of a currency In mapineer in eonformlity with Its pur-
pases and not destruectie of Internatlonial trade and investment.

The prviaslens of the fund agreement establish standards for exchange policy
whi(h wolid make It Possibhe to deal wilth tile scarcity of a currency with a mini-
muml of distlrban.e to internatioal trade and iuvestment. The members of the
fund wuhli undertake to maintain stable ald orderly exchange arra..gec.nts and
fredcm, In exchanrge transaeions, and the fund would make its rsorames avail-
able to help ountries that []1rsue such .exhange policies. Obviously, thes ex-
himage oliides ae taossiblie only if ounlries sueceel In establishing and maintain-ing a pattern of International payments In which eah hcountry would find that

the receipts from its interatioal transactions on current all call ital aount
are., on the average adequate to provide for its intrnati onl ob igatoils. With
.uc.h a pattern of intltliIRatl)nll payments no currency would be carme in the

IPass that it Could be aqilllred to the extent needed only by an. exce.sie re-
duetion In the m0etRary reserves of other countries, and eountriei wouid not finad
It neeessry to take restric ire mealsures to reduce promptly their obligations
to provide foreign erehanle for currenit trlnsailons,

Wit], an aplprprinte pattern of international payments he balane of pMy-
pnents of eah enntry would deelnld upon the trnelrc of its conom . y and thepresent nnd prosp'el Ie state of its economic development. Without elaborating
Its chbarcterristics In dea il, sllh a pattern of international payments would permit
each countery enoylaig high level of emplonymenout to i/alntali a balance of pay-
menI, that would aSine the normal growth in Its monetary reserves and that
would nlot ompel adjiustimens whilh might lead to1 inflation or deflation. It
WOnli mean tW't then bilR n e of payments of each eoun(ry on curreit account,
after allowing for growth In Its motlaly reserves. would he adjulsted Ito the need
of some cou0trite for foreig/, pital ]for development and the capeity of other
eountrIes to Irovid. capta ifl for oreign invenlelnt. Finally, the balance of amy-
meals in I nlh conry would he gradully adjusted to Its international .eonomic
I)sl"Mt b n. thllu prevenling the derveloplent of a scarce ellrrney and avoiding thee"d for extrem mi.asr.ms that would generate inmfation or deflation in the world

p¶'oii nmy

* It [llF,,ste[ . A Piriil internatlIonal Monetary Polle, Anmeriea Ecnomolle Itierew.
XXXIV (191), pp. 771-784.
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Ina Iutflalm.lnd l .WIine, the dul13 wy wayo IreveInt or to correct the scarcity of a
( ,llrtn y is 1y111hltaiin or estlr o al alpro0 prlle lllpter n of itern.ational] pay-
menls, Bt the purllose n li] it e ff¢,t[ of sQh l pMlTlIel of blternaltioall pay T

maltt are fa inlore 8r alilnt ithln itis eitilo to he s( araidiy of a hr(1ree yf
Such A altte(rn of flernt loia1t lplyliyr ts is esrlntial to the halrnonioul interln-
tiolal ...oi. ilre rela"lloja wllch nlll galsslur erah collutly that ,lite ea1slulrs it. ik,, to ,ul1{iirl high leels if elalloynientp iind risi8[g stadlrlds of lIuig will

* ",ot h, In!tralri/1ze1d or lI( feiltt(d by coiollcra ty 1eslures in other counieris. Tlhe
fund 8 i l{)tidltl to h!l[pt etllllsh alnd 1,lntlnl such plattern of ilterntliol al
i)aylicnrts. W¥11he, for auy rMirsor, .lerintltionllf pylyil/S b ...lnI. 1ih..li.lt.(Id,
te1[Iltl-riIi or for In exteNldld Jeri(d, tie fund wouhilp itNcountt'les to restore
balanlce in ItheiF a,.eo.. Ill an or'derly malnner withiout resorthig to colneitiive
exchaiige deprciation, restrictive .ehi.iie g (,thro.,. or her measulre 1 that
ilie(! tihe vohlle ofI iltltlrationa] irade and discouir. g, liternat Ioln iveetment.
Tille ,rIen currtIeny prolIs oiel of the flnd ilre lsigee l to hilp lembei r lcolntries

,o mi Tblblaill idie anlld orderily hexCllUaIgO al.r.,nik(els during a lriod of seriou s
dilstitin Inl thl pattlrrn of intll-nait al paylene ts while they adopt correctie
measures In harmoiy with tile puroses of tile fund.

III

The lund deals wiit two pha.sM o lie ti rlpl-elrrevley proble,0m. The first is a
genr lle sc(arity, whn the d isortion 4f the plt Mterl of iMltltiational ipyments
results it large lind ersistenlt deficits i tile alcounlts o'f I (Olllrh' ble number
of countrries wilthl surplus cnlntry. A general sea rlmity .nst be tlisted in thre
%¥ys: by till, ize of t. hll srplus, by the pervasivenes of thIe d6fidiliS, ad by the
perasatenc of tirt unlbalance. If, for exuinl le, tile United State were to have
In aggregae SIllrUrlu iln Iis inttEr1 atonal a(collls oln tle orfler of 2 billlion dollars

a yar', oll clurnt a.d apital account, wvfi tIlsn 15 or 0 Countries, and Imch a
stur'plts sholld ornssl for lboull yea [is, th, fuld wold lldave O n.. lslier whether
tlls hala]ue of plaqlents w. ere likely to be reversed or to isrsist, If there were
resonl to Ielieve that ile distorton in lI p.ttern olf inl ert.t.i. i pLaymey.. WOn id
perlst, the fuld w1ould havIle to deal whi Iit a n11era sarci1ty of dollars. The fund
Co1ld so iMilfodrin nlnibers anld tieU a report setting forth the causes and tile
r'omndllll ltions u esigllel to bring ie scareilty lto n end.3

The second phi se, a seat ily in the fund's olo..Wigs Ill the urrency, is not likely
to oT'uri A nntVl ii genera] sear ly i the currency hits existed for a long Ilne. Tills
is simply R refectbion of ilm (Iui telative reldhIonlil Jletwen lthe total defilcits
with A general[ elty tid tipe aniOu, lt oIf tiet flnd's rels llre. As8sume tht 2)

oluntries wlih, aeggreate rnotas of 4 billi n dollars have defiitt of 6 billipm
dollars inI lheir curren( fI]t al l al (.l 'Itdthie [ nil ld Stltes oyer a :tyear
periol Assume haIt the balane of paynents of All other .londeficit countries,
On elltr rent and capital .... lcult. mInnli theln, to acquire on.letalry reserves elual

Tll .1 billion dollr llurs 3 yea p .riod anId IIta the defcits to these contres
ar met i i ttho ty haing ror ,, tlo til e fund, UJnle]s tlt fund were to restrict
the se of its resoure by the 20 deftit countriel , they couild In this erioid acquire
up to 3 hillion dollars from the f ndll for their local curreni es within the qun.tita-
the limlittions basled ol their quotas and ue1 thlse reourcr tfo meetl, part of their
deflcits whll the Ulitld Staes. To dr, so, ho.ever, they would Iare to riuece
theli own ollnetaIry srerve by an ..uiralent atlOni, provided their rese.res
rexei tliter unll a. This 1' (*I]I mllal that the larger ptlrt of the newly minld
gold in this 3-yar leriod, Isay 28 hi.ilion dohllrs, would have to be used for py-

eln ts to ilthe Utnited Stal. The defilit clonlrin5 cou)ld Jnn nr tile remnaluldg
-2 billion dlollirs by usilg th flunds riesoilree (net) to the extent of. Say 2 billion
dollli ns nll hy d{rLwing dow.n helir own r1eirves tIo lie !xtenll of 1,2 billoil
dollars' Sneh a blance of payments for thile United Stats would edearly be a ease

No., thMt ul thel w5rs iro m 1f134 to l$ 1 h.1 io [llrhii, on cmirrny1 aId ciuitli accolunt
amounted in all to nearly 7 bill.on dolhiar and ild not re.ach 2 bllion dollars in sily yr,+
Aflter 19O9. ai.r (ondi ti ons riohln'lilli lh l ninhc* ee Of palyrI, .~ii Ii n ot possiibe to apply
tlh concept of a SCI rll i ellrre n. O e note 5, above.

ArtIleIs of Agrn~ellel't, art, VII, SM. I, . IP. ]3 14 rle fullnd is not reqIire to [isUe
a report oil ii geeral snircil v. If it siould dlecl to issue suceh a report, a repi-irrnitbte
of the nemn*h whose ~rr[eii y iIs4 nx wold] parttitli.iiadtl ie prsepration of the rtort.

*Ampi allowance ts nade ill these figuDis for couo'tries whose ionetry rvcrves are
less thn thi ,r shaoms nI liel ..r iio .. u.ro 0u [In i'lher resUrves i piin e qufl"Hoibtlli
their purehases of lxchalu,, from th l un nL. On he otler band, no ialowanc ila iThe in
this illu.t ratlii for aeqlliltion by the fund. through repurebahe., of any part oI the 1.1
b ,l]on djo.in ir Ion lwin mri! gohld prIo, ~lld o utside lhe UiIlled Stales which to aeq red

by other nondefle countrie.
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of , general ICrety of IIhe dollar: 4y very litile Im lr l an halfi of the fiild's
rli[' Os f g ol a liai[ dolars Wo l I, .n sie In et I rtig driicits of this Iaf tgndle.

Whotn li [e ,s h lyvl 0 lollltigs of I cupin'l(!y ap]4a, to be ia l a .e.i. Le 1to mt
the Expeteed deutad of mnrn:r cotnitritsl, Tho fund cal rclplenAh itsA ho liiugs of
the curency by eliulig gopld to thle ite illhr, by 1,,orowhi Lgh !uirrlnticy f[llm the
ntl e nra on ter'nl lt]d conilt, .a s agr... d ,l l een tleim. oTr, with ih e approval of
the 1ntonlbor, by orrowing tIhe clurromeny fromnl ,ome other soure. If tlhe fundl a
wil not or canno t replenish its IolIds of the .urrency, It naLit formab.ly decare..
tilhe currency Scarc and pl pioitoIi its exl, i ig ,iI acruill Suloply altotlg mIeIlmor
coontlies. In allortl)(IonirIg its aic.~ of a sonrore curien'y tIIe funl d WOuld tL tke into
ac!oUnt tille li;, ,11, ed1r ofl eitih ((oullry, tile general ,(eoi tiic Si ~ ll Idtio id
such other n (onslidaralions s sertn plertinent. It should be elotecd ot olliy that
the fie lt will holl a suppl]y of the t r.e currency. . at tile I bne it is (1eclred searce
but that, through the operatloloS of til ,,. r .nhase plrovisions alld through the
iilpsitioli of it'rgEs, ihe fdlll] ] wil have a constlt low of th saret M curlyeucy
andl gold avalable for sale to mllenlmr.

Whln a f.ori...l declrlatlon of the scarcity of tire fnd I...li Tils of a (nlreliCy
lias bcn! licnlo(, ilil ,II.IL.ers are au.th.orized t.emporarily to inwllse hlintliuauii on
In, floreoll of eebangeg operations ,ii the Src..e IurrenIc. It shiuil het noted
ti. this autholrization is not limited to countries that har, a cdfic itl lhelr
bainee lf payments in la ie .'r a relleyai ccii t llllet le iti adelua t ioneit ary
reserves are permitted to impoh e i ntoal]o.s oi. tile f dre, dom of (eahnitge olera-
tions in the scarcecurrency , This is ne.ssar..y b'atle. If the dftlit countrles
Impose limitltlonts o trana.ctions in a sta r 0s e.rr.llCy.--sy dolllrs-wllle the
,nonulio(l l ell tis o iit, It wo itrl he larol.ili e for lithe dIefcl CO t li s'lel to Ie.q.. re

Ibalorts payable in dollaras Il dIreetly Iltlr),gh llhe other countr.is. Uless lthne
nolndeitci t contries s ¥upelvIsl ilnId contnlled reexiots, Ticly ceuld be emp.,ilId
to IIO their ltoneta ry ,nserrs il, tll/llc Ig he Surplui {n the balaine of payments
of the coultr whose crreoney i. I a r T, ...o avoid .u c it ii oni the monletary
ro0enRES of COuit.ris Whose acut dolI[ tie .o. show a d.ficit in the heiaree u Irretey,
permission is given to all countries to illit the flreeldio of .c.itaIlrg operations
il the scarce rereMncy.

te althorITonCio h to ctrl ehange tralnctlons in the ,aree enriency is
ioat inqullailed." KlCh ]ililitatlOnS may be o ml.ore resr.i(etl thanl Is [,ttetsaory

to redue tile dtc{nod for tle sar£CE Cu..rreC.y to the supply held by, or acrinIg
to, the lnealier in qea.tion. I, the elle of a col...r..y whi has a stirpilia ill its
balane of paymn1ts in the *a[ el Tlleney, tlhe Illtitlons that country Iln.rposes
would be confine to preventingi it diri on its monetary reselres through re-
eports I rdl other devics. Aylly mlen r imtlliig exchalnlge t .a.s.ctiois il f
scarlr urlncey Ilist gJiVe sylpathetic consideration to representntions of the
othler ountlry regarding the adnliisntl'iliot of suh restictioas. The authoriza-
tioll or fiub controi l o f exehoilge trralllatlolts ex)r( when tile ifund dcmlares
the cdrreltey to he no longer sar.cP.

Soime critics have exIresIs.l tile view that till aluthorliation to li.lt transac- a
tions in a sea rce curreny IS prjudiieial to the Uaited States. Wiall, a curreny
beom,,es s Cre. there is no practical way to litit the serilty except to allow
01om rttl'let)[Ois In exfhatne transartionis in that cu.rrency. The only alterm-

tiye8 WOulli be a general aIimitlttion on ientrat oal paymentsil Ulraugh inreased
tride bl arries os a widespread deinr, iaio 1Tn of eeh aIres (or anl appl ]cat io0 of
the scare currency), which may be wholly ulndeairable, partiularly if the

," An icln, of Agrement, art. VII . s, 2, p. 14,
T lhi k i te iluwllSer to in.,iob V¥ter' lotllry no t Ihy i wpuload iot leo .o[r '*to limit

the right to aipply Ih nglrtii...lto. to ...r~ilrl u9 which a.I not only hlort of such onrrelnrl
hu ,re o lio eurrrtIrel [ot axnivlir nit nt acnal ot ,ol Seq the too, y b YViler ln
][nternantonaloft ruinlald 4tntahitlou .... I .T itriy h idlils h Nelt w Y¥rk, 1I9444) p. T1'9

For Ilie Ims rs 11m isrhne thl, era nInorlotarr agyomenl is.oh as the Thilgi Nether-

nitr, il oli l thoii m rcrp llore ls p1l j.jlls of lip fto[] , t .. intlrs rcelin t [Ioitf l]ie
Inhl t.e( ilrtanetary rTe Iprv en3, of s, , sfIIile

' Artles pi Agrenirt, art. VI. 9,e 3 (hi al t (I ) rnd src. 4. p. 1314.
Sp.. I - oard 1' A res, tie IIteen[ .oon .. M'ter ] vhrid Enomits Na.ion

Copnrad ttpe iin Vcyrelari 'lI'o )( NTw M ipYl;. 19441. Dpp 1g 14.
haly 0 B IostiarId sees the g, ein'x (Irr(iity Tl.o rio]s ... I hi 'tirt of i... .it'on of

rxrhlnlr Jitiltl r ohll" piitofo ' f me oreJI 0 lr.Mltoe omantnry to lend freely, to Rt
expor ts a, to asCut-t nmreI ts i " (a.t. ca i} l ntlcalnatl o /oIl Fi elolc Stabilieltire,. I,. 78).
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scarcmity eu in time be correlted in other wa.ys... Under l such elrcunttanes it is
far Wiser to pDr..it a te.mpriary li]i]tatioll on ehange trallnsctfinls. Sllch
rttrlctlons would necessarily be imposed iii the ab e Inc of ilte fund. With the
fund the restrictions are limitd to tohe extent neersary to adjust demand to the
scarce sIIPPy; they are tilderl tie uiPerviion of titd fund aIIn the mlle111,1O coutntry who8s clrrencty is luroie! tI's a ODIPportullnity toe b heard regarding the
aduidmistratiori of the controls. Flrthermlore, the allou, t of lestrietiou 1is bud
to be less with the ird, beetause the funds rsources sllulemel t tile reserve8 of
nmember,. the fund has accruing r.so.rces which are available to litigate the
Ecari(Iy, and the fund is in a position-to facilitate a .orrection of the cwnditions
causing thie scarcity.

The apportionment of a scarcll eurreny by the fund and the authorization to
limIt exchlne.. Iranm il..ons in a scar! eurncy are obviously temporary Incas
Ulre. Thley lare inteldel m.erely to assure he aintilenne of stable and orderly
exchaIge rates while! rundan.eltal re ies, arte worked out thirough the fund.
The princimal r!porsnslibllty of the flnld inll eonnetion with sare currencies Li
not to improvise and supervise s.e. emerenc. y mngeaures as ratieoning and con-
trol, Rather. it must try to prevent the leveClupment of i scarcity in ii crllrcy
and, if a scaenity does develop, the fund must Itry to filnd ieans of correctlng it.

A INuber of )toviniIs of the ifunld agreement are intenlded to preent the
developmen..t of sere currences. IThe lundi can refuse to accept an intial par
aiue which Involves o.ervalualio n or inldrvalwatlon of a currency and which

might eause excessive recourse to the fland by the member or by other countrles
Flrthermore, the provisions for a change In the par value of a currency permit

orderly exe.hange adjustments, if they betome ncessary, wvithout Incurring the
risk of eompetitive depireintlon,, Specia provision is made willth rsp t io
eiohange rates an,,d exchange control for eoutlries that nmust deal with the p'ob-
letiS of relief or reonstruction and thllt may need some tluie to reestablish their
Interlatolal eonnnie position In tie postwar transition periord." The funi
may pstlorne exchalge tasra.tlons with lilny memer if it is believed that such
traTseatlon wo lid merely rsev to ni Intil n a fndamentd...ally unbalaneCd iloslton.
and the fund may declare a member imlliglbl(, to use the iresores of the firnd
if the cunt ry is using lbon in a /anuer that prevents the restoration of bilIn .e..
The fund will * fully inorm of the facts, and it wil be in a posillion to onm-
munlelte Its vewa to mesldbeS

AlI this a1houIl help the fund in preventing the development of a scarc cur-
rency. If a general scarcity of a elrreny sheaid, nevertheless, develop, the
fulnd uld issue a relport sttllng forth the caluses of the scareity and containing
recommendlations designld to bring it to a enld. What measures would the
fund recommend? What countries would the fund expect to take corrective
actlon?

The view has been seriosly urged that it is (he obligat ion of ii country whose
curreucy becloes scarce oo explnld Its imports nldl 1ilstlenits UUnti it provides
In these ways a suffielont s[upply of its currency to pay for all of the imR ort
'quirenets Altd other obllgations of other eounltres. This is cle.ly an un-
telable position. Suehi, a ipolicy mighlt impose upon a country a large expanslo
of money inWmle until priacs have risen so far that its iplllOr have reacedDw a
level where, together witRh iisvstlra t, they will rstoe bhaln.e. in its interna-
tional ..oin.s. l ,ountry iAn which (]etltid d for ipo..rts is not very sensiitive
to relative prices at borne, and abroad arl eIIorms1 expalnsion of mlOlny inomr
mIbght t! ,tietsiry to end the ,areity of Its eurrfny. There is a it.l1onahiM
basis fir saying that a countrv I hose currency becomes scalr ought to m ain ll
a high level of eI llOymf e al ind to lower the barners to trade. But a colintry
carnnot hot exe)(ctel to enaourage domestic inflation in order to baiance Its inter-
natiolal acCIoulnt

Tlls vlew has been weIt exr..s.. I by P rofnsor V 'ner, It a rticia ar ni t's er-
TCfc is gpmsrailt ens, rpest liIons ill ihe form ot exuInhttge li ebmss or im..riII .ijenaeapl f*d only I halat trairsaetbiots wl h that coimnttry saem olearly preferable to lhe nilos
likely altirnatiYe, lch a erIxchange de.re.latlon t or gnmral i.. nease tInI boi arriers,
Whlei wi .l. I Iv uii rlaly hto l,.vonr. illt lact on te trau ot rollni.ire Whose urenies
sit not .i.c. a, mm tho.,.rce *ntrea1ev pouu'Lt totatie in i holdp. P60

Artin o,1 Agreeent, art XX, ser; 4 (I), P. SS.
Ibid., rt. IV. 

' .5. pp. -6
al h, art. XX, see 4 Id I, el. and f I)P. 39 40 and. art. XIV, pp. 29 30.

a* ibld , art, n X. se. 4 (l),.· 41: al and ar, aeP. 1, pp 9'10
: mid., art. ¥ii, ace. ., pp. 17-18:s ald art XI ,see. 8, ip. 2S.
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Adjusuients If l,'t!'Bihlorlll Ice1lu* are the egurooll reslonsibilit, of all
Itllt-lrJ. This, is 'rtainly thel princIple togiized lii e fund iagrecn t.

whi{1 eile 4I.l1..'ly has a large srphi]. it i its inlertiltiOnl ] l .C.i..ts. it follows
that a coisiderlble iilltlt) o! O' ohier h utilrtls ham .ldeeiti ill thieir int.r.n.tionl
ll"IlCliliS. %kble th! [(!illt.it ofn .a.i.lil... Ifiy }b! le ii rt to i{ n adeqllate TiuP
Joris by hat eointlry, it ,]Iay iis] be iiu to i.x(siv rb iibrts by oilir . h...i. i.(lll .i.

Tl'tlI vie. hais "encle rl . ...sssed hIt Iillt A[er'Wila uutnlrll I, arihla ti
the contrlies r.rlllnl fit flri'tri Winds. Th, nh ral states

"It shouild ilor be ovyriioolked thlt i distquilibrliut, ill tile ialnnce of )iyslntls
anllnot 1, inifeLsrele ai Ia I .. ll3)u ppIlhii to .i... eointry. Wh .e....! the suAply

Of a 'neiber e] ot..i trys isri ly is scllyce. Ilbis sIrit y iI likely to 1ie alClniutiio
by xcessIve suppIlie of th{. I.r.enbitl if other CouIn'b, II such] ...{IoN the

sfiioBr.,tbitv for th .ui..Ii.. o.f th, xlrlthdjiiOstmii..t is Iot R ,nillfe](,l' ow.l It
Iwill be the duly of th, fund to bIn,,t a ,Iti't t.ot only it lhe rltntty whose. cur-
rolIl.y is s.ar buit Illso to l' litt i tbn CoOntlie.r s i iO ,lf ewltanstiinrg lIr are
lsing the* 'so.irce.s of the fiJid lit it m .nn.er which i , .is i.l oi.telt with the
ILrlos f ili fiunI. The !port gIould p Inl'vh I ) rlfhiliSir a'rlv[iyl If
t]e (!111(ss Of il( scareity arid i n{elal] rpI.n.lil..lelhlltt}i i for ¥1nilely]irg the
sit nat io*

Ihe e'tcnt ,to which IIuslt ellS sllould liI th, rleponslhility of the eo.fitrks
with t, i slipils or lth dpifci{i li iiltheI, flice. f .f lylllitsI would dlllld o,.
tiII flirts iIt ,ch c Tsrs. Tile tlitd will be il a ulitt ]usi lioili to) klow the factsO
nllidl) Ito ! 1114riio llmu 11[! li[ le('ss. rnetlill.iesy

In oasi.er.i.g rnlte'lI.s the ill lla i.t.... obdiccij of the f ]ilstill tld. o nstr.I
an ,nvirO..nmet il WhiCh nl1erl sus h w n O ullcc, sif.ly al.el,, to rostoer a reioron-

]able bailn(e. in ilnte. iiloll pay/netlS Suilch Iain clvirlnr iu i litSt ilnluie the
nmintenrilcl If high l vels of onlplyilniit in IllberW Irl..iies. ll ilrh, he

greatft tuluriic co.tt.ri{!s nllallital, higll level8 of elphy.llO11, Ihy ..l.ilot bI.
x',lvted to bliy thl volume If lmijrts nect.ary to Imntllalin at appropriate

jatitrn Of intrrinattollubal vvmrnts Tlt, listorrlton Iln t ie balance of payments
is exeIPltiallly largl dulring a world depressiol. fIr the declire iT natiio llal incokeI
is ilt li( Snub{ ni [i ettlllrles; sid, itn ibdiliol. [lhere are ]tirt differeune('
[iIUlO .. (outlllies ill te() Ieri.tivily of lhir i .p.1rts to Challgfs in ntiOllnal hilnme.
F,,tll mrie.ll t 811ch lites all counlris nre iil]Qer pr... gsli it ]iIme tO eipalinil
their epIorts I x mIaita[1inl e phyret. The grlell{dst diger of II sarety of a
('tii'(IiynriS lrig a 'rl.id oiI id telle .. il 1TrhlllgINl 1eprezshmo ilb the gui'rt il.
drristill eollti l r es-or only Ilurintg a soroe diproeislorn can inip'rpts alnd foreigi
Ln¥estment dteliel by alt aIlqulllt sufl'iertly larg to ......8 widllespra dis-

equ(lilIlbiUm,. nlId oinly a great industrial .....l.lry can ha llnipiis ill its iWlatwe
of pltyflbe ts Sujeillt u u :crcty or ts eI r re . U.

s9,ddeon bl.iges in the inrirnaeional lhw of cpifltal alay bef of prllnary Ir-
ll'itlllOP In .le s.arch ty of a Cl lrelr Iy Hr. toI{ , 1 iiOemr l id l 11olngedl dopres-
iimL is likfry to be li calls if a reveall in capitl mltoviemenlts i. a perioe of
ler eprr)SS[ l hi! 'corc nll pll s(y'hti· hle.dl ]etl 11tin1diCaisll (to foignm inlvet-

Iell[ are extrteimly Siol{, his i, DIN'lt dtlll'y lie (ease when the depression iS
lrelilJnaird by a distorfilon in the patiern Of hmternational[ )lyreIett and deft-
it( clulnties faril dififi c ul es in rcili' l slu[icielnt foreig exl'hlan lto meet their

ohlihjtinsr . The .I.ll....O. influlx of crpial into thle Iltited Stts in thile 1930s.
while I{is Coulllnlt'y hIii l If lr ol aurf(lllu on f i-rii lll a t, is I, IIn extre itlstll(ce of
Ihis kin ... These il've rse tlt[l ail ni]r 1Ollr i, Itltlili in I1 Mage IPrt itif it poIliti-
Ial c..r.li'te [(r W!lee Iltso par tly dili to th(e dIVtort{Ou In the pflttetn of interiot ional
Iaylrents 1r{s1thilt g from tlie glrnqll depression. If the development of a scarcity
i[ a rliJr enl-rerey is to lie preventd, beouInt.ri. withe a sr'tlul orl (lrroill ID-

.O...ll t aftler Mhmliiwing for thb nlrma I growth in elhcr moInetary reserve], must
be rl]prlid t', IlO the $.lp'llil h r ]itt'epliatiflhl ivSt1iflt'itt

The aidli stimieut tha t rli it(e!SSiity to mle'ier, l.nl plpDlorlil[0 pa1tteri of inlter
ntio[ll {lyelluets Ciil Ist lie bmade It their is highl [eve of i1ttnt'loRflal trade
alnd invtefelt. Fulr (Iis pnilpse it i not Onlyl c, rtl[ini to maininll employ-
meaIl Ind prdidtio.i in th10 indlstrlal conmlittIr, Ialt It is lo teleesary to re-
illlteeO the birrso' {I illtrriathil,.l trado andlI the hbicnps to Internn t.ioi.nal in-

eS n ih ctlilsul o' 0l {h f fhe fulld W ill c iilrg (olluntrie to takfe fur-
tho sDte] Ili lie horndi] rentixn'ti( of th{e hrri rs to tid(e.With W Iassurlnce of
stthld ii..l rdlr ly.. ..h.lnlg' irti[ell{8em s rohin}tries will be more 'illing to

rI " tl rilfs A gIoo d/e]l mIust ilSo be done to reiax tiride restrictions In the

I.I lhb. dI1elgSloir ty Jrn)il Ri)bl rn, Th TiTno tern naol Currency Plrrosall, Econoimle
Sourmini Tll (1494), 161 75
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Thilm of illp.r quoas ihLd olher al.lnsiat.ative devies Thr .ie expansion f trade
will of itself frttite the growh, of hit..e...taionni tilestnt. On thre lwsiltve
,9dlt thli Iiitiiil'ligill Blalt lfo Ite-ur;ri',cttli ati3 i)lve[ipnenlt G.l) l.Ldublt-
edl be an illl4rtrllrt falctor in ..ileounlgiig iternaio lI[resent. Toge1thetr,
Uth funl1 and tile baltIk ('iln ih{it tO briiig lioIll t high Ilee I of iitill lati omi
ItriLdI llAd [llv StipIit If Be Iial, Il.u.tii C,.ltritlls illiilidtll ni])]lUilcnt.

Ilt shli af farorbiItb eriMirrl..iirrlt it "woli li! 1s$ihle fo tl* LluiulltIe, to hike th,G itits eesary 1o restore an }tpqroprittto pattIr...Milln f iltioitll tlienrtt. It
i5 extrliitl, difficult t tt pl toltngi b Lu nestaidlihsh tih ll t h.r'iaui ,ll .I Ioiiii c Po)s[
iO, I of I 'l.lli.t. iroy it.g. xchatge aldjltletit t wh¢1,1 tie oIUilme of trade anid

y11¥4vis1Illt I8 t.ogs. s111.2i Jail..ll.se of ithe reiltii¥1ly inelastie dleijllllti fol tin-
pots. in tritl of priee, hlb thilt hIllmiu of iitermttjlual trIade is Smiall, the
iriginip [ 4]'e[f lih delpiI et.itli oif Ian (olltirys .... hltiigW iltt!l f sllh a Lilhl
runty be to ar... ilrth ... I.of tlidtl ilflgit thil. Ii.iiitIy. FUrt]..tt..I....lt, with a
silall ii11111 IOf trade illy givel l, 'li/eijtIll (ii . If iiriry't I'xchurige rate an
haY, onlly a reJil.l miui [rfe, 0 iii ]e b;lalt of i 1it irp lteullts. Oil the other
laJdl, whih a la'ge vol u( of traie ii is r...l ',gsier to) Ic ..r .all .. jlStInIelt in
illlntiahttlgl jii[i's thiOqigli a ... lerate IranihI of . x..hIligt' rats The
ehIstioty of dillIttIr] ro[ f {l]ijigI goold, il t.r..is of iJI'ce , is greater at TuIb, tInrll.
IlI4lI lite Siiiily iif ill .i.i..II..oltal iltil II i' ilqtjlge rate is .'grresjlsdhlgly
iuerraed. In fart, their may bh no safisfhl.try crtdy fio lte searcity of a
currency illn a willd of d.ilnroill a ii.. of ilill'iplltete 'ale. %t sl uch tilIis only
r',, Cllgte COnTol' O Or iIlHlo.r.t qiligts i, hfly [ iN[1tih. ill equlatillg th,! delribld fur
the s(ate clr.tir....y with tih- ;....li.w 8Ipply.

A e1HiI(lge ill lie relatiV( prli{,s If iplloI( aid i(loirt gonds (,iln he helpful in
t(fgiritilg inlfr l ....... a %lul.librht.. itxltha...g,- ,ljtstlert does! tills pil'i..a.l.ly
by .iltitlg O, Ilih pries {cf inlhirl gIIds in itaceh CIIIIILy Unless a deRlcii country
ig pllnrsling Ian ]ltal lotlnly 1 iioi(Y y . h(er Y i[ ot nIn .lal( t . liar (an or shelihi he done
to affIctt rte pric~ otF /s viouL' geols thro,.gh at rIditlrI of Wges. Tbh ftact
iF, tflait Ill ...l. Cti...lieS at rINIhli... o[ wages ettg t he secl ed ol,] y by severe
delltionit aid{ pritionugd tlieII pioyulent, a.nnd Io . o.ltrit.. ar. e Irtil arelid to lub-
srrilw tIo ... i , it 1i Iy. Th misIt ItrliRig m.ethoid of lowering erss iIl exliort
l111idtnlie wIlihOlt riskliu~ s"r"ouls dpltession il thlgh the Pfl i(Halkhlrri[ ti... of
indllt,ry. (f Ci.....N.. i[ slpu11[1ls COnllr y. 1 lise pward ,llljl/iilit¢if of wages
mrry be pomsible, ii[lllLgh priil...ry jIpllais llbldd Ibe placed l i tlt.s.llr. s to .x-
pal/l] u lnulornletd. I'n the whole, wIge i.ijli;si ...tis {'nihlt be relied onl as 1n
Il.,prlant inus nf restorIIL l'il.rllillonaI balance. iltiholghl mi...r a..lIdtrnlitS
of wages ima Ie helrpfLI n tlllprtianrly whenl slllpltr[llt,( by oIhier I uclsglres,

II is l11ix1aisl to re'lict whlllh if these vari-is nllll .. di ,s hIt' fnd wol ,Id r
Onl,,ileld ([ bhe slilplus nld deflcit eotnnt nio withoul kiowllg aill the fllt at the
tine tfhe s, ctar1ity of a currency dl elops. The eltftiveII ess of tie r,.medi, w1ill
differ Ill the V, 4IOIus oI'eltries. It may he tiat 'mWI of 1hi rlmeuis would be
* dqyllllWI to NIort, 1,u' , ...ilbi l IIu it few dofIci coluntrim, which might the, ;II
Pirelnitte by ihl, twilnd to I l iml flu a longer tinul sonlc, !tIi ! of geulentil ox-
.Ihailge ooritI. lft.r .i .tO..T.lltIIODll n..o..tsIt have hbret reltsithly well baialan.ed
in ll t ilerI oistriW. hteer r Wh i rlche []le IIlesii , th filnd w.ould rcoum-
IlIHd, g hOl'{ lr be l .. dolubt fthat their iff letiwness will eljtniiild In establish-

i ng ai fy lg'u i .ei... Ii.ir.ll.tittll or a llrllsutilit lant I, th.l I il..iIflS..i.ail{ of II t-
Jl~ovnurletl ill thle, grerit illstrial egntries. a hIIgh level of Int(ernational trade,
and a(eqliatl, In(ernationaitl int¥~!tmekt.

IniI c.n.sid riig Ihn proin ... n.f thI find .. gre.a Mnt for del]!ing with a scarce
<urrFO[cv. it hluHil hie hItllu j1 Ilgl]l rg lla thi e .I fiord is Dt irittnd,-d tI TI[)oidC
,i11...(,,s lhat Would p reyiglt a l]l-rtrueys h....uuirug Fs'.il... eguIh[sq of the
itere, of ]listnrfi(,n In thi ilttern of i1nternltiniil pay'lll Iit is tot to the
Idll I lllilglI ti I/giug I... 3I g oJf{e i lag, arid 'nl iu C .ll d scarcitiy Of I 1rlmeil{y
by wtulllajfed .s. . f niOgtetttrV r -s-u-ves. whIrlhr.. flue ll Irtie,is Or the lgd',.
!1Hi~ . ....0l[I .. l ildi In! alre t... t ..fetel[ely iset to .l.t. adverre h alances whr.. l
ellt adhj/istllt-lt ill Hi i .tt . anlu gualil Iy(.H.s. cIur il e! iid, within fefw yeas. When
a geielnei se'tcity of ert Ieve lts liht fungid mIst Itterllpt 1to t'gre( l ( aill"
agliprtniijl paI/ t of [Hdrntlh, ... eiilt rntlus wilthOlll tetting, il, fill nI the

i-.r 1'ies fir hi.- u-'-h of the .t-ce .u..r... . It, is ,precil or fthil reason

Oil line diifllclty of adjnitmvnt tlronnah orxhnulge depreetioin, see 0. Crodwther, Aaglo
Anuerlln i[ fn1tgll. Fbgrlelgr Affairs, XX (1S41), ML
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that [he find is empowered to upportiell its sales of the scarce .urren.y ald
to althorilz Ilmiltaiolts by m.eml..rs on tralsa tiolls in the scarce currency.

Under the circumistances, it is dilliult to see any justifilatio for the cri ttiim
thai the u lad, as proJncttI. aomiIi ltl meet tie expt tap t otll of other countries
for the aiisiiln of dillhi In pa Irhsl Af ..areity. Thile aggregte gold and
dolhrI holdisngs of the il..d at the time of its establishment are eXIectied to be
nelrly 4 hilit . lho... a, Thr * l utla of /I e olln ntr e other thl tile United States
wolld hie a/ui ii 1,ll on dlnll r; aid the differelnt w~tween the 1hind's hohlling l
or iieir errenitie rid 1 tlM petient of their quotas would amount, in the aglre-
gate, to aiot 725 billion dollars, . Tile ratio of the goild nd dollar boldings
of the fnlId to illi tsotal of "mis{d quotas would be iaproxiatldately 5 percent.
I[ Ithere allythiig {lngt/oills or unldisI Rble In u11ech a ratio? It should be
noted that tis i is It Iih rgtsi ratio If ls kindnd in the fuPl, or example, the
aran, Iatio for sterllug wo.lid be llhout 4'o pelreint, aild for other currencies e o,-
r.s.jpioidingy less. it woull irieqil dhefcits in the bailial e of paynents of all
oeulltitris wlth the i rlitiell filtos to the txteiit of lbout 10 billinl dollars over

a 3-yalr pIo'dl bhlo{' tilhe Aind woll exhaust It, gold and dollil { ildlin'.,
Tbhl fundsd resourts ilre not intinded to over sull enuormlou1s {tleil due to any
one .oauni.t They ai. more thalln adrlqate to Oeet large deficits Over a longer
]esiod if they ihollti be dlie to a ninmbr of countries.

Neither the Unilt(d Htales tor other cmuntries ean have aly reason for I lr-
miitning tdficits i i hb litlll',e of iaymuentS of this mlgU[lide to devOelop with
this Conntry it' a 8-year period 8Such a large and persistent surplus in the bai-
Iain IOf ny Imeraits of I oulottry is intilllded th be dealt withi us a scarce curreny.
Th~erel ies Ino.n I in havling eontries exhaust flteir own re.r.s .nd the aiud's
r/Oell'l, i Illeting a persistent scalrity of one cureny. If the pattern of
Inltarn lleatioial layUntS ill the postwar perlod hlluld be such that over a short pe
ieod 0 rnhillon dollars is due on eurren anid c ital ec.a. t . o one iulntry or a

small group of cauntrie, the fund would be fhilly julifiled in restricting the devel-
oilprt tof sueh a diaortiri I, thile Ipattern of iltamarlonal plymu.ll. The ,on-
tinuatlon of such deficits in the international /}accots of a eonsidlerale number

of oulltrles would Increase tile difficulty of rstorinlg an appropriate nlPttetn
of inlntna(ionial ayel nts., The fllld cannot be exwcter d to ellourage or permit
sch large balance of ymellelnts deficits by .laking available the rsomr.e to
met theirn. That Is clear to all countries.

Is it possible hto 1ha a scarcity of dollars if the intrnatlonal layments of this
country are nearly balanced? J. H. Willirs wrltt:

"The greatest weaknes of the fu,d, from a mechanical standpoint, is that
while other countries In plying for their exports would use up the funl's supply
of dotllrs our own pIaytnlset for ]l npert woldl not Ip itaed the.e dollr s. Tius,
eves though this eoulltry hal n eve balnel of playments positiol, the fund's

holdings of dollars would be rapidly exhausted."
As a eaonequea e, lie Seea thle fund 'constantly threatend with a shortage of

dollars and onstantly In dalnger of being glutted with other curreneies." The
difficulty, as ie si's it. is that the dollar Is a key eurreir.y and our paylelnts
are madle Il dollars, inot l other currenies."

T,,t uw supip.. that one grollp of ,oun.tries ({A) hbll a snirpus in their balances
of payments with the United States of I billion dlellars, iid that their balanesi
of pfllye.l. s with allnothlr greonu of countries (B) is evn, whereaIs the UTnited
States has a sUnilils in its hllainsc of payrlnnts if 1 billlos dolhlras with the
B countries and dflleit of I htllon dolhis with tlhe A 'odAntres, As a eause-
quCIce, the policy of Iho UniteJ d States bcing inot to use thile resOlres of the fund,
thle A count ies wonlli a"necmulate I I hillion di.lirs in gold or dollari regatrdlmes
of whether olr ilnorts were invoice' ilJ dollars or in foreigan currencies. On,
the other nid,r the f count tie ,uldI eq'sir froPm fthe nd 1 billion dollars
in dollars to meet their defi(it with the lUnitl States.

In the first fltianlle the ll idl wonl have 1 billion dolairs les in dollars and
I billion doll .s. nore In other eurrencls. But Ile countriOs that have uledl the
fu1nds r t*ioler; oast r ,pus chalse their eirrnel1,e fromi thie flnld uil thile et
dcreas, i, thlr haoldings of mornety reservs is equal to the ierI. se of the
unid's bolin/g Iofl their crren.ices. If. thrnrfor, . the B .n.nlrt.e aceumlalte as

mnith is 1 hillion dollars In gold, they would be obhigale]d o rielrchase all of the
flunld's inerase in the holdings of their currencies. Assuming that there has been

In ternuatioi MIalonety Pl.ll.s After lretton Woods: Foreign Affani, XXIII /1944)*
46-47*
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aon increas In their gold holdings, thoe nwly miled gold having all gmne to other
<ountries, tlhe B countries would still be obligated to repurchase on,-half of the
fund's acquisinons of their currency, until their monetary resernes ire equal to
their quot..l tht is. a naxleinlului of t0 million doillr. Assumlirg itlso that the
A ,coxltrl .s. ja reived lion.t oif tihe newly mined gold, they would have to repur-

* ¢. lse ]heir currenceies8 from the lurd to til e extent of one-half of the i.a.ease of
I hitlion dollars in their gold and dollar resrvs. mtil the fund's hlidings of
thilr mlrr4ecie s arie !quali to 75 percent of their qulontiasih t i,, a iililtium of
5l4) million dollars. If, therefore, the A eouutries and the ] countires were sub-
Joel In fuill to the repurchase rqnrvnmtts, the fund would reeive 1 billion
dollbirs in gold and dllatrs through Ithso, provisions. 01hr factors, such as
inadequate ioonetary reserves i tbe B oeuiiL'}s, or ianadh quate holdings of the
A clurrtLies bhy the fuld, any limit the extent of tile '(purllases a.id, as a COl-
sequn.e ., I the flnd mahy eluirel fronl the A and II eouniri, t hrough the rpur-
rhase provlsionsl, Ies. gold ind dollhrs Lbn tile anlount of dollrs it sold.

EBen if tile fnlood's holdnl, g f dollars larse redced f Ir a lijme, tere should be no
objetlOnl to iloancgig with dol ler the ,uNrplus ii, tihe i'1..ant s of payments f the
A cuntries. After all, the inial gold resources of t fun.d, Ill.l.u.ting to about
IS hWllon doll. rs. are su.bsribed by all ,ouitrIes ill older to tliaItce a surluS 1n
the baIl lee if paylnents If j..y colltry. 'The use of dollar r.sources of this
aUount wulld be fully Justifiable il meeting a surpius In the f a IlNes of parymntS
of olher col.i ties. In practhic, it is clar that a net rdlulctiol of 1.8 billion dollars
In the fund's dollar reources could not occur If the Unittdl Seites were to have

.lan e.ene Itlantr of paylment. On the sontratr, It .snell tines bhe gold and dollar
resonrce, of the fIund. would e lIikely to grow. It is lnt easy t o cOteitye ot tile
A countries absorbing for a umblr of yefnrt all of the Ioewly ,il l gold outside
the niited Siatis. a Amosierao ble laultt o the mon el try reserves otf tlhe B
eonntries, aiind a few billiors filnl tie fund, But if aidl a, si utslio, should
deloihp, t fud car et it as a ge rteral scarcity of tIle A urrelcies, issue Its
relfrt. anid nuke its rworlll/liolloS. T.he re..filties of the sitluaein make it
nlirely tit likely tihat, if the Un ted States mailntain rrasonaAb e balane, there

will be a talrrity of ltlirirS.
The view has been explrsseNl that thie fund would break down if tlhe dollar

should become .eare. This alppear to be i mistake in judgment on tile signif-
carne of the functionm of the fumd. A sharlcty of dollars in the fund w/ild
maln iwo things: tlhe fnld wouldl no Ioiner sell dollhrs under the lrovisiols
of rticle Y, seV tion 3(a); and leatners would be nauthorinzed tet orarily to
limit exChange transactions in dollars, In all other reapeels the fund would
function in preiseoly the salme way as if there wore no, sal'ity. Exchange rates
andi exchange iolleies would t'A)fltln e to be subject to the prolisions of the fund
agr lent. The fIun.d's exchange transactions would go on mlueh as before. It
would have adequate holdings of the 43 currencies other than the dollar, and it
would sIli such eurreinc.i to member, to m(mt dlebcit, In their internationnal
ee.oun... The fund would never .. Sulsp its sales of (nliar exchange, although,
like m vr countrfil, it would have to lhllt its sales of dollars. The fund
would have some gold and dollars at the time the scarcity is declared, and it
would reerhe additional gold and dollars from Its other tralmnsactIons,. The
r'ourcr would be sold under arlle VII, section 3 (a), by aplportioning the
fund's exiaitilg iand aerulg supply. In tbe mieanltime, the fund would report
on the situation and make suCh rcommendatlons as it folund necesary. n1
fact, the need for tlhe fund woild be rinot amute, and Its work would be of the
gratest lmportance, w.hen al major eurrelcy beotmes scarce. At ,uch i time the
worid might otherwise be threatened with serious exchange disrders. s. or-

a lhe reurchase provilion are of major slgnifesnnce in nimantaining the liquldity of tho
fund and he revol lg character of its resources, ti. Imtastion o sa. e ,reovts. a till dis-
eUls inl of tile dmetais of Il. provisWon. in this paper. The queston wll be Dilacussed fully
in annothr pt Sr. inow in pra ration.

In general. gron. oligations to repuraell emirreiies from the find rxrerd one-halt the
gslim o( tihe inre/as In thin fund's holdings in ilit ettrrcnelea of nrltrlip.e With defVleas in

gotlhe Inreaes the sonetay renseryes of aII counitries by a /prox nratniy that amount. The
Inet repurehase obgatoi ti all short of the grras repurihase obl igat ions hbreuse they do
not ajiply to a country whoe¢ monetary re servs are lIst tbarn Its iota or to a country
whoase rrrrreae ie fund bolds in an annoullal less than 75 percent of Its quota. Net ohliga-
tions to repurchase are also diminished whemn there is t low of nionetry reserves trom
miemher countries to nonmet ter countries. leeatise of the worklng-br, npeo proislon,
private boldiras of reserves do not, in tact, affect nie repurchase obligations.
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tunnaely, the fund provides a fair, orderly, and effective imnr s of dealing with
the problem.

From11 ihe Hlarvard.l Alumni BulletIn, June 10., 1945]

Tu]l a CA.SE ron Bmyrr WOnts Ao,,EMNrTS

An anIalysis for tihe laymian by Seymoar E. Harris, associate plf.ssor of moneyand banking, Harvard University, author of Monetary Problems of tile British
Empire, etc

The Bretton Wooda agreements have been before the public for almnol a year
and they are now before Congress for ratification. Before we beginl the discus-
sion of the Bretton Woods pirogram, we should be clear on a few elementary
prlneilcie an..I facts of economics.

i. E;very since Adam Smith's day, economists have almost unanimously en-
dorsed the principle of free trade and liternational division of lablr. O
purely economic (and political) gtrounds, this division of trade is desirabl: It
yilds vore goods, Illore diverlfleatlion of goods, and more goods for a givea
amount of work. We still Seek maximumr goods at minimum costs. Scotland
could produce graps but, as Adam Smith said, at a very high cost.

2. Exlmlrt tlrade is vital to most countfries of the world. For Great Britain.
Chile, Dlnmlark, Bolivia, and many elters, the level of export trade, more
tIan an other single factor. Is likely to determine the ec onomic conditions of

the day. Where export trade aeCeoult for 20 perent and in some caisw wen
40 percent of the national Incomc, this point does not have to be labored. Of this
we may be sure: Unless the British, for example, recover their export markets to
a substantial degree, a completely planned BritiAsh eonomy is ahuost certain to
emerge. (There Is considerable doubt in some quartels even now that the
British Can afford the luxuly of eonomie freedom.) With a firther reduction
of the ontrlbutinu of export trade to her notlonal income, strong mneastires wll
be rpuired by the state to assure full use of labor and capital at honme, thle laos

inmtable distribultim of infiome, etc. We hadll an obvious stake, actuated by
self-interpt. in the revival and maintenanle of Brltish exort trade. A planned
eonomy for Britain is not going to make it easier for us to maInIInl olr syseltem
of private enterprise.

3. Export trade is ilnmlortant alo to he United States. At one time It ne-
oinited fOr 10 peree.. of ou11. inlom, alnld in the hirtles for less lhan 5 percent.

For partiil ar ilidustries export trade /eeol its for a ilnlh iarger part of total
]1nclne- Our 1ass of exp,,t trade in otoM t, whett, a. I tobacco, for exap], bad AL
alIlo*£H ef.lf ts n oulr rr.l,] populltflio a. I; paerhaps eve m.or sio, he e.loss, tle I
of this trade resalted nl ipolicies which stlrmmd from ennfused ,(onomies.

Any help that wl ean get fram art ex1 laslon of export deman,,d will i..deed be
welcomne. And we sholld not eo readily assume that additional inmpors are
made at the expense of sellers of lonesic t goods-and job8. Our spending is not
fixed; our Ih)l)er s of banlinas, caviar, anil British wooileis io not ii eesaraily
decrap oll' il rchases of FIlorif a oraners, n .....aehlsetts fish, aild Verntot
wolens,. TO a large extent, our imports are complementary to, not competitive
with, articles of domestic productian, e- g., tin. coffe, cocoa, foreign travel.

We come , ilhe agr eemenll.ts l lrogram h t dirte eSl'c.'elaly itow.ard facii tating
the increase oif world trade

In July 1944 ripresentaties of 44 nation s met at Breiton Woods anld finally
aiproved thl' esiihblisll nlt of a in Intmernatona l Monelary Fund and Int eraaonl I
Dank fir Iteo.s il .. tioln ald Development. Participating halolns provide 8.8
tilin lli lars t the fund-oure share is 27 billion dllars, and 91 billion dollars
(Of eiipIilat for the hlaik-- O hI share is 3.2 billiol dollars. Actual paym.ents will
be sulistainially less lan the anlouits suggeSted here; and significant amounts
are payhllle in culrrency. not gld. It is anticipated that tile maIJor piart of the
res.olrces of the bank will ,one frorn private sources, loans made out of private
fulnds to be gan ratteed by the bank.
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Thlre is no bt!ter wr of , iiersiilin g the need fIr tad Iprpose of tlie agreImeis thalln to sketch tie hliltoriell] barekgl'roll. ll Stel t l.. Woods is i llattip£,
a~bove nill to brJg aboIIt I..... order i. oli cI.. rrnc .dattl1 (iii . 10 rellew capital
lenliihg across iatiJIal froitll]ls; throutgh a grtl'ler [egree of !xvhaltg stalillity

nd moe ien. ig.. to expand foreign trade and i.hrough anll expLni[Ol Of trade,
toitible.. tie t mstila. d of liing of the masI. ses and. ;it least to so.i.. extel.,

iiltnieli, I iunt oIf mnl loyltllelt. If ei w r E
l+t lf l ir{ tnud, ile elmn..Ig, history of the finterwaI period, ]ixgl... tor

Win 1 nstlt 1e. Whe~n the vahi. if Ihe dollar varies too much 'nil too) freirtprlily
in ter[im of tloher (!rrli'ele tradl I. lis;ourielq d. A ! eXpl'i of AInelen,
typewritets, ttiertill aS t .. I ijy 1 0 ler hi Pdoahtiis it I'lIIg or ftalncs will
buy, will lwitat to expI,ort lven mnote il~l~ntattt, goItrnlant{ls co[m1pete il the
diigreL of litah ll[g di, rr : a he morei di .,resse I lll, tihe ol ate i tper ire
Unitlld $altsl goods on world .lill.lkets likely t be ab ilI. therefnre, thi greater
oi Sail,. At $5 fIo every oullldi sie'linlg. British woolints lre ¥ery exp.I)sive.
Not o ,,t .al, . Olijll lllg uOuil..ri do ief I }t sulld by Illdl IllbOW llis or ohr

uinlliris nlf obal i a (Olmpitive alidllntage, This is evident ill thei abanldon
munt oif gold by one cot'iv'y afl r liltnlot ii' {i tie srroli oi lepreel.a.ti orl-tbese
aire ,methods of Iuitllg hi}lernaloriall On.l..etitilo. TIlms. bre,,s im 1922 eIght
olt'ie wepre On{ the glld sllnidlrd (a fixed prJIe fit its ctlrreley i, gold and

iii (timreinis tied to gold), by 192S ther! were .. v44 ie on he gold standard.
Then gilrie he bolo]cAulllst if 19i29. By 1938. o. ly 8 countriCs were on gold, and
they were ol a doflr raither than a gold stain g laid In iat year the doltnr ,id
iWnd s alcr1linig were worth blt (b ) Wperent iS mIueh 1n1 gold as in 1914; tilt JlIllpa-
IteSe yell, Ie.s Itni 40 j{r(ent; lmllte tiiuhli '!m IIIdlirF1an Frl'lh fralne, ]ss tbanl 20
1remnt. W0 shall not even rlieMl]n the Bdegr of depcatio of the olivian

ubO lilvia sr ith, anrlll m.il..rk, aind tite Busian . i.. t eb. It Is leal r that tIhese and
other cut-throat priatltle ii world trade (o int i .. prove ]lntr[iii(iOal l relamtimons

Wlilt doe the Inonieiary fl ld propose to do to stabil ize excltan1lls? Foreign
[rirrenlitl a hi( I I ol will be llttIe avallilnle (p Ctelt l'I bnks al Id goverilmentls.
If i eurr.lney is weak the explanatio n Illiy 1b i harvest faIthire, a softening of
price, of ililnitntft exports, a dtelrlOral ol of the i Otlpetit ivY position--the cotn-
try tl;y orow foreigni iyn[Ces ,. thus boisterilIg ip its llurrlecy. (To this
extrnt it will lit have to dump itts tllrel('y, thus avoiding the reul.tant ]ai rtull
ris, of pries of fol.l:t'li uiaremeiis ali[ the dpelpr..sio.. oif tihe ValIu of its own
currecl }Cis.) Tle ooloans ilae available oil onter/s; eXiangII/ dleprtcilation not
Jistifed by colndition if in(tern latioal dllsequi lihb t lh'. is not to be tolerated: ex-

,iaige eolultot Is seem ned; adrn lces ire restrited asI to ammount, adi pelalties
ar Ihnpsosd accordle i. Ig t ile duration of loIIIa. Il shirt, the borrowing countries
alN I given! Ii beliethilllg sl (! Ia I tl hll i may 0lie lpaaredl exe angvd depleci I. o lt, or
glwa thth In. w fl hich to aUjn i the o In rtrn, the vrticitlmig

otl.ntrAes agree to play the glme of i(nternationa.l itOirmietry cooperal on.

lV

Now Wo tiPni to C.pt }ll [11O¥tllll[l 4 11{l lie IitlerintionalI, ,Alk provided in the
ag ree~en ts. A oniti ueld 1oW of eapill alrtosl nItioritl frontiers is a itihe (ma ton
for a iigh level of Lirnfe and in addition [o,,trilltite toward polIt ikal slabllity. It ia
highly y nlattic world, tie poor Cei tl rie nslust bh alble to look forward to an Pm-
Ill'iV"nerit Ill their Stlilidi4rd of1 liin1g. Lali Alll rmerica. for example, vilI riot for all
{ilIe be Illiit,, !ab tia i)r*1%l it[t naitional i{eOtlne or $r', to $10() while IlbiS country
enjoys ai per laplita ]Inmlie of $t,2(d. Gine them sme lIpe thai conditIls will
shadily iitlpro,, lnd Il.. /lnprtrtll collit...itiO is Is ade ) poitical stability.
Mlore thInll [trly{[lIgi ele, {hi! ]ts' ittrlsihizi'ld nlhm mad capital: and EmiroiOe
anti Asia reqIIire lage atiollnts of {'ipllil flir rewioltstiiittJlrt ]'ibs country alone
will be able to pnrvide only a sminll plrt of the 10 to 200 bilioi dollars whiCh one
r,,sellr(hi agenceyestl'nalsIs s rtquiired i1n ihe first 10 years after he war. Yet if we
poido 20t 30 1 110 iloin dolIrsi over a period if 10 years-and thits miay be 2 to 3
[rwrtlit (if olr IllCOl.ne over. this perioad we hll hhive}, mlad ll luportalit con-
trib tel.ll

Althiouig1 or Ii, I'l" oni for(!ignlo Itll8 have betq Si . .. iler haR1 utno ly suspet, there
* laYt !, N;ten slbiltlaOtl lik] ]oR*rm ' til te Allerlcall, publi c is n1t prepared to resume
foreign lenid itg entirely wide r ira a ispies. vWhat i] rntiqred now is the etab-
li mlnen t of a p[rlH oil yay tm in tilyi borrowiug vontrires, each proposed loan to be
assi4ssql ill termis of is iIcome alid foreign exchatnge poential. The lnter.at.ontal
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Bank p.rovles for thait 'ihe borrowing 0ountry will give the green light to
those borrowers who will make the largest con tributlu to Is economy; and these
entrprerneurs and thilr 1enterprise will be ;erutinild by their government, since
the government is reqiread to guarantee tile loals. What is also required Is a
fair rate of Interest of 3 to 5 recent, not rates perhaps twhic as high which pre-
valied frelnently In the past. The dangers of defanits and uprodtilve use of
capital are subsantially inereased at high ratis of interest.

The proloSed Ihank piroldni.s !ruliny of hlans, lh. favoring of loans that wll
yield ineomne anl forelgn exclange (thliroughii a rle of exlport potential pe-
smaably), and rdlu..d rates of interest.

What will tile iited States, the lending country, gal from tils? We. on
our lmrt, will gain illlrough the i xPalnsioln of xpoarts which acomnipanis tile rise
of apltal loans. Borrowing countries want irnl hiery, rails. coh r sumers' g.oods,
enghileerig servieks, andik the like and in th .. xat 10 years these will be Qbtrined
il hlis moullry. We a(aInotl anii shouldI rIot exlplet a iloll run exess of explrts
over iul Iorta--ttht is, inlcs, we want to give goods away. UltimnateIly we mlst
faee a iutur with an ex*css of lmports. It is not a very dismal flutur: If the
object of tco nolic life is eolsunlnptiih thn the more we iplo rt.. Itl more we
have and h lie less work we Uar lird to , hi order to od t btain a given standard
of living, In tile nl'eaiwhile, tile tenlpo4rary exe of expIrts will serve as a

lshionl to protect Is agaelist Ihle ilapi lt'raree of $75)0X),000,0(X ) of Goe{rnlent
war slnidig all a dewline from our present ilperdeneted nxpi rts of $14,(X0,-
I00,Q) annually.

With rehltire exchange stability, the ...entual" disappearance of exchange <n-
trols, and a r'ni*/ssalice of the capital natlket, fareign trade should once more
rise alUve the low leeAls of the thirtis.

World exlxrt tramle fell from ${,l.X000(000,000 in 1929 to $26000,000,000 in 1912.
In the thilrIes It was genmrall y $5,J00,000,000 or les. A loSS of 20-ih0 billion
dollalr of exporlrt trnde is catastrophic; it may well accoet for a rduction of
world ilCOme of 20 palrent or more. As export lndustrie. are confronllt with
d(clinihg ineomes, they contract plurbases and thus the initial io.sse are spread
over the whole economy iand with a multiple effet. RAldcd trade brings re-
duned iltc.me: and the latter in turn affects trade adversely. Similarly, if lhe
hbank aid f.nd c.ontribute toward a rise of trade In lprldIs of potential or actual
unemplolymetnt. they will he resonsible for a multiple expanshin of iome; and
if thlrough tile favr'able effects of the inflow of additional capitol, they con-
trilnle Ilward a rise of iniome abroad diretly. the rise of income in turn will
expand trade.

Not only didll world trade fall In th e thirties. but our share fell dlnroporti,u-
ately. Our exports fell froln $5.00X ).I0(X) in1 1028 and, 9I to 1.5 bIllio dollars
in 19h2. Our Xlprt tmradle in the illrilies averasii around 2% billion dollars.
Oa, perleltae, shalre of export trade declined by 20 percent from 1928 to 1034. a
Our system of governmeat, our ald lerelco to mnllilnateral trade prieieils, and
our inability aind ulwi[llngness. to bargain by using Fascist methods proved dis-
laStrOllS to our trade. By 1938, (ciirnvy. ale.i. e hail lellariag agents aln Italy,

2. The not effect of these bilateral agreements is to close, to countries which
refule to make special agrelts and coniessios available only to the con-
tractig imr tles, thei. markels of the con.lltrie adhering Io binatenr d trade prae-
tils. We ilistl lpon buying in tile theiPst, niki, a rid we insist that foreign
owners of dollars he free to use them in the cheapest markets.

Up to this pailnt, we have emonentrated on the significance of .exhange insta-
bility, interwar trade plraectis, and the reductioa of capital nlov lnents to tile
(lisaltpeamine of trade. InstPutlains povid'ld at Bretton Woods sholldl,
through their elefects iui theal, [improve trade.

In the space that remains. I deal with some important problems that are iv-
lated to he trade and capital mnoemlent of the nltferwar pried. First, there is
the perennial sarcilty of dollars. Foreigners obtalin dollars rimtarily through
the sale of ga...s or thruigh capital ImoVemel. . from this country. Our

$22,00hO1(7,000 of gold are evhihnce of tile scarcity of dollars: unable to obtain
dollars. our debtors pay is ini gold. Our tariff policies, hich keep geoxds out. and
our haphazard lending polilies, have contributed to the scarcity of dollars.
Actually, in tie years 1.q3441, this country, the riheslt in tihe world, imported
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$70,()00(0,0() of capital fnm the impoverished world. I dwell uponll this subject

.eeisau unless the Sow (If dollars is ence more lirdeuate, exchange lustabilait
bilOtePall.lis, .eI-way gull ovemedt a s d colKla;e of ttrade aire bolld to follow,
When a foreign loguItry c ann'ot obtl.n dlhimn to cver its requiremllts, it has
retvours! to exch1ane eolt1fol (,ratoion g of dollars), fxeChange depreflatio
(hi( ra nsig 0de l,ri!e of Il .pr. anil rd ildulag expolt priCes), or to bilatertal
agre .,ititt (Wt shall bly frlom v1n if you bltly fnil, us).

Calln Brietton Woods solve the dollar problem? Throunh loans to nsiloro short
If dollars, the Ilisit/itnts set lp by lr-.tlo. W(oodl will ilmprove the competitive

positI l n of i ih e couint r s. Whlt is rrquire is that theiar position luprioJ
relative to ours. 'Thby ltust sill Ior,, aid it Iower prices. Thlls they will obtain
mret dollars atrid .ed relatively fewTr dloilrs. We arie too strong; our products
are tooe Inlh iit lniallnil n; d we .re I.lallely nt greatly depenenent i foreignl

ources of Iplly. RFlaiVe ill olVei'nlllt of foreignl (erlonlic siren, gth is, let is
(iJIphtIslz, qlite ,,nssriaet with abe)lute I .. proelelit i, this eountry and
greater world trade for all.

vi
Sen d, we soild cmnsider the .cols of arryinlh outt the Breton WeoIs agree-
eanls,. Evra thile iilol ilessil.Istic ire dbhious thalt we shall lose as ilmllh is

*D100(0.X0),(} eover a ieriod of 12 years. Our losses are likely to he cusider-
ably les, allnd againtt thse iosses aire to hbe put tile Inmulch greater gals I trade,
inlcome, aid pjeeially p)oliteil stabilIty and probable outlay for var. The toral
stani ,ir $6,0t,(0),0 I0 to splent ln a camplign for peae is small ind]eed as om--
pired with $'00.0X)4,0o( actualUly spent on w ar. Let is not fluget, more-
over. that over ii ]trbid of about 20 yamrs our imports of gold have raveri4l(l
ilaro1nd $1.(a).0(L).t) ICr ylear. This inprlq iof golf has cost us $2o.4X)00,00lOo

of goods and (lai alill m t Is. righl t to fature g oodS. Are these losses any less
r'al Jdn lihe ,los of $,000.00,0S undelr Mretfto, Wmoods, if reilized? fow ,linch
of this gold awil Lorel, iatiolds hlgy fret, ,s il the next Io years? h Th ,ialnot
cat gid, and gold proids i lhle W ramfit hb nior shelter, What we diispose oif
50 3etpa fl-nl now is of littlie value today.

I Sltl, [i iort. iot eorlt ril d or.yr the osl of thie Bret ton Woods liroa n ,.
They are likely to I Sllnil-it will he unolexpeet if lthey atverage a few hundred

101lliOnI dollar InR.llUly--trid the costs C ivoIred are s nall .. l.ip.la'ed to the (OsIs
of aIternatives Eifther we (ma trnde as il thei past and contlilue In ifllport a
bIllilni dIollrs of gold iullially-a IjIr4eoss lis t is b ilt as costly as the loss of a
billioll dollitrs t11u11uy. Or Wme (t prI o¥.i. a niec..haiSi for corrc,.tig the ole-
sidel goli mouveias, as proLpoeed at BreLton Woods.

viii

What If. as se.m. most unliklly. BrtletlOilWo hs shtoll I 1,1ave faihl of ennet-
it lent ? We shallt Olle III eOfronteOd witl, exc binltgt dl 1 .ilt, r a n xlhiange control
aie,'r ing agrniertr al tle tWhole arsnal of Falselst ifltenlluonal troT,mie
tee'hlim i 1u. Curiolsly eoulogh, in this CoUlillr {he so (alhll phiiners favor Bretton
Woods. lad I laltly others Ir Nii s.N li. ty pereict of the o .O.l.iSt of the

illetd StateN, rplylilg to i1 polil on Bettlon Wools ippiloed the Bretjlio Woods
Pm'g tRaI.) Cl iollllst however, iii Lnghllid it is ihb plann ,er s esxcially who
oplxpose ir tton WooCl. Their opp sition atems fra r[ fetar lhat elltol Wood s
wonld slop Ihthei fr onI <loIItItig the degree {it ialna iPg which they think Is

' lctd -They walt llboluteli freddotlo Iat..illt, the -slpply of .money, asd
chw llges. Thiy will be rci1, ed If ilis outitry tlra its back on Br'tton Woods.

Finally, lIot tn 'lver iho, sight Iof tIs fact that Iretonl Woods is iia Irgalina This
country itdad and asked for Ielative exchange stability. and multilaeral trade
practies, ec a isac haw l l not fard tm well uIndrl the bilateralisiii of the thirties.
Most of the eSt of the world insisted ioq ian frfi6th11 to manuctue i tile almont of
Imon(y wlich their doiie'stie ,eo(10fols semllet] to requit. To them, .lto.cy wts
a m(1e1 io Jtob jos I Id niliIJ troli of Prour rs Ero fi tllthiir viewpoinl, tiny restrahais
inilloeed by exhange stability might he at the xlwsF, re of Jolm,

A orapraoisti was ..ade at Bretton Woodils: The .coltri [, iitot o free mone
tary jAiecies Agrcd t so.l.e restritieons; but in retrn they insiSled ii]on the
availability of help hi BIe, thloeir IolienCIC laIllie.. etibarfafed them. This help,



636 BIRI ON WOODS AGIREEMENTh A(Ti

if it is imade afniIlbie, Shold not b, ,!rit ieted by nonditions which i..pair the
sovereign rights of th- pLirtiilctirig iatioil.l.

i, short. lito Springs, Illuma[rto. Oaks, Bre' ton W(ll.d. llld .iNa Finlcise.
forn1 a i.o.sailc of i loti e .i. tPoln conol..r.'lin Illd liPae. W. ...in Do. c r.oose ihe
rna to ivr]a i t'. exhange g tablliy, 11o '·c trade, hglh r elnopn ynleynt, and higbher
standards of living, or lth road to bililertli"in. EtOI"oi c w'rf're rel'nced ftand-

nlrs (if living alid, Ultinitely, Vorld War Ill. The broad isle( ae il iitl (evry
ilntelligety l irutiii, illd lie woullid do weIl to leave uioilrltllantllt teC8ImeIal flaW9 tO
tile eeonoilsts.

PF=, L UGne....s, Jr.,
scX Yo'k IS1,. Y., Jwie 25, 1V4J

Safttar RO1'wIn A, TA,
Sest, B04wuitiltl. Wthinton,. D.C.

Ur.AR S,.r.TOa: Many thanks for the time yoel anlld your fellow committee
lulel'Ih*r gav, us last Thursday. I houin our eonltrlblttol int w If wine assistance
In YOU.

I sitall send I r 81 Smith a Ioply of be) BIretton Woods analysis I made for the
,,Se of the NatiOl ll] linal(t (CoUCl. l iaweloir . iI view of ['rofesr Williams'
testimnly .oiurnidug nlglald's nelds. I should liake to li your itte tiin, to one
sctiton Ithat was not pat il tie record.

Artile V, sectioiln 4 provld's a wa iveu of 'any of the conditions prscwribed' and
therere .... id lir, Iit higlel: bri'lon{, gi il thI rst year

]eore Is lust one way it might hiaiple,. TWlt' b Illion oiunds sterling am
flroen or bl(ckeld Ill EIgla...]; hllit is. it(.. Ow...l. oirlllsil(! o'f lEnglland :l t gat
$heinl b..causoe1 of ,xeli:,9ge Cn .r.5. These owh ers are pople of ol roost every
natton. They walt thsir mntely for reliailitiaton or developmlnt. hl .all.lnd cn't
g&t it to lthel without endangering the pOlli](is value.

" Neilher Crnb.llld nor ilhe owners want to see the Piound lose its preselt pegged
tntornationlil vh i]. So supl)ose they vote thalt the fnd lend dollIIars against the
blockd piounds. The fuid's dtllrs would ibe gon.e In 24 hours."

Siictl']y yours,
P'trn'¥ L. Jaravs. Sr.

Sr.'m=axr or Moite A,,oN W.lM,. WAIIsatnrm. 1)- C.

To; The Banking aind Curineh y 0>omnitee of the United Stas Sts enate.
From: Mrs. Agnesl Wters Washington. D. C., only woman cnudidarte for Presi-

lent of the United States and legislatire rpresentative of millions of mothers
of America whoslle )ys anld girls ae ill the armed setrvics, dying In the war.

I reprent lia Nalltional Blue Star Mtllers of Arriha whose penlsols wu.ld
be wilpeI out with this bill.

In opposition to Ihe so-alled Bretton Woolds bill. I ai the widow of a United
Stlates veeran i rl the mo ther oa a IdII t Wf t idi,, itd I i*k for millionsl
of other widows and moth ers otbit,, d to this biill. I oluppose tis 1,111 on the
g-onnd thalt it is a threat to the secnrity of the Unitte Statrs of America. It
would destroy tie widows' and orlhllas' pensions, and Wile out the soldiers'
nieft s It wonld flitaine a worl}d goYernment aniIl (lestray lhe sy, Ieigl rights of

this our beloved Reublic. It would divest this Nation rlot only of million, of
dollar, in gold for lhe iitei't, tional b)ikers. liut it would blankrupt the United
Staltl and set-ip[ I world clurrency to take tilhe plce of our good old American
dollars and it wold make our United States clurreny worth]lss and useless and
it wolid destroy our flnamineal flntdalllols anII make our Unittd States bonds
anRd other se!urities valueless. and it woUld not only destroy this Nation finan-
hilly Ibut it would ilnke sittryni'n to stalk our land and to iestroy our great

Almrican ltlple. I charge that this hill would wipe out the pnslions and be1-
fits of our boys. I charge that this bill is a part of an Interiatlonual plan and in a
pr,,t ofr a world plot to kncxk down thin Relpublbr and to dlestro every iatbIn the
r.orld over so as toill blld a world govr.n.lIt for the Socialist Soviet rpubiles,
sulh as is now beilS done ine Sin, Frnseo, annd to make of this Nation a foed-
lug treogh for the have-nots of tile wrld This is Ithe lan of Lenid for world
domiatlion for 1940 nd this war is not a war, but is a world revolution for
commnlism. I Saw these so-called world samerl at work trying to wreck this
Retl..blic with these bills as long ago as 199. I was present at the Shoreham
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lotel ii Aperil 1¶939 when tile Rtpld mot and blueprinted this plan to wreck
America. And :it thlit t me I so notiflef the United States Sena te of tluSe plans.
I wlr.e.d Ahe Sete first in 1930 that 10) wilileass inr thl reimal of thl emnirgo
who liaplared lifor, the Itel F orel,,g A ffatrail (Nolmluit t aniid Iflolre tLe Senate
Fhorenl it t(llers Colmllitee Il April IM were rllcllnIrs of tilhe Third llitecll-
tioa'sl , "0e HlulndrMd Club" who nlt ii the {Shi'llainlll {le i 1I(1 b1llt nd 'rintc
these teps to war and word donmination by Cominunisis. I elmanld lllt ttla ,
hill, lBretto, Woods, be kilihd. I Ilso deninol d that the San Fmiranceie World
ChLier stnff be thrownliot alld this bioldy reoelaton be I toplad. lrilng home
our boy,.

AONEs WATERS.

TII Vt, or O JaI los INtm, TNir¥nsf.Y OIF CMIOCA.;O

It iS proper. ,espcially for economlin , to ]pinlaiso he ld tlon TiWools :l grC.-
ments fomn a sI rietly eeitniial poi It of vi*w. in tinrt of theil {deal ppp.Opi-
/{[ones-, Iiideysn{tl't of s;p eial timue and l1I.,1al eir(ulLllsttInIle, fr hleit. si],lal
,etbniela puPlloss. l{( fnlu"[ j1dgimeont li.ilold be base!d ... I aeh )nod bid.,od,
andlls exactieg ranlge 4 IoIhi{'r. rho agr.en.ls were but a lst[
instiallent of wihal, if the Itlo iioto8Ils p gross faverably, Will utdonubftidly Iba
a long nrles. Thie ln(!goli ato UIUast obltaii onpei )e inttiartlllalin tl greleleit
onIr us d glenies e ih fte Le of only fatl i, i . ig.c.elni on p rinci ple fioIl

objectives, tIhIa ailriet nc t1bllb hi .e *a.lihd Is gig inbiforti lt . s iI.. e o til4 I if
su1ch t riflmen.

The A .riwn l icial Illbj$I, ve wit' rill, to tIle ptl r11 of pol war Inltr-
atiLonal 1 olncI r.... / iamlS tIr0 i Ihe, r getr o utlines c lear. These objective s

are 1ii lmst
I world ilil whih: trade barriers will be ils lnI(rlle jl 1ds ion-

disrri/nileiltnoy Ils Iore..uer.l[s iwodlontilex iltng olur owIw I'll, I)C psiituided]
to nImlke tlhel: 'x(hll intg r aps l't lwl lilwn lhi/l/ currenlcies w\ill h oe rsl...rt.d
sialliIty vtirrrelics will be frmly conivetbib e into ta-h other, iat least with
resllp· to trnsarlllions il ordinalry eal-lol*ot iemt long-term capital wii wilove
ront (apita[Iih rtie l l pil-poor countries i rl qa-tlltitiEs aldl i 1 remim mtulll ly
.atisfactory to c'edilor and debtor. ways f inlerilatLon I eollnboration aiming
'it. maintenan1ee of high eIIIe emIIldoment wil he dbevised; albulldialt s(o)p Will be
preserved for thi e cxerise in lhe il ltel'..t.o. al euoli hllid of coilet tilre jri-
vale nterrll-st. I luject to stiainards and llie8 illtended to Dprevent abLse hllt b not
to stifile .and supress priaite Iltaiutiv.

The A{ill can. pibilic, rio doulb. "li th, whole shares tihese objetives,, Illt how
arlelntiy atnd ni, q ... te , wilh what degre .f willnlrgness to indertake the
obllgatlolls esseontihl for even their frtiral rea lizltion remlains wholly uncertain.
It Is abwidalnll lly (c[Par, 0howevrl, Ihet few olher cIlontlrils W""t illany of these
l thing hadadly or solon, thlit slre emontriles do not want some of thrn It all 'and
w1ill a ptI trn" only tider prEssre or for Anouepesrato, and that ,ost coun-
ties wil not assulme ir aind [sillrtii, Icomiuitlleits iV-n to ilove in tie dire{-
tion of these ohIecthyes Itil the whole Atmeriean prograi, ecom.ea viaible In
some ditasi and tile exteit ilnll u-,eliaibItt of Anleri£an {oulneitli thereto can

e safely estlanatefl .
8CsOE Or THE PR}I{A ,

The American public sems to have little awareness of the scope of he official
Anwriean lirgl'ai li.id of the IIGlgitl!de of th( sa(Ikes illtvo ve[ In its sum:cc
or failule. rThe Ullntld Stods ls ill effec,. and. as cocer1n leadership 'Pry
nearly shglehandecd, tryhig to reverse the whole tiand of noiley and prn.i. n of
the worhl at large Il the field of Iterll ational econmi' rlataions sinte 1914 and
espeIlll y In the ill-fated Yar I finee 129). It is alttemptirig to 11do Lis, moreover,
In the facD of a skeItial world, Unllde(id as to its objetivesn , aid in partitular
]neling aolid fallih in the virtuesof a rr of interttllinlol .. t.nomic eo/oladra-
tilo w-lli eHn iIe rlIt ollhIId with difficulrty, if at IIl1. with lhe eonflpllnesIy
Iatlionl plannling of domestic eonomiles to whirh most of tile Govern.ments are
strongly commltled. The really inll)ortnt d elsion still to De mIde by is 1I

whether we really wish these objectives to hII seriosly plersad. Thie tlnestion
of the most effc:tive ways and means far promoting their realization is only of
secondary Imnportane.

Thlls ppr's primary conern Is the cntribiutlon which tic ,ptanee of the
Brettoi Woods druft agreements ould make to the attainmint of a pattern of
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pomstwar itr...tIRLoal ed onoiilti relatIots such as our/ G0oernmn1t1 is ailing at.
Its eMphINliS is Iherfore wholly on the Io..g-rl a futnre.

The Bretton Woods agr!eelents have bar n cr Iiclod n the grolnd that tlhey
shoull hnae been preeded by agretnls on other orew fundamental mnatters.
BIil the uretton Wolods agree...ent. are lilatenily lilt the first seglenlt of a larger
whole. Tho order of tentative itegotthi l iSnhs pmrobably nbee fortuitous, and
ill ally ase does 1ot sient to be a latter of great ilport. The Idea, proltdure
wolid pe[rhati have peno to negotiate the whole progrnia sinni ta)eooslYti but it
wold ] aveI illeen a wholly iiwllaHraluc'ale pnwe-drtl, if for no other reaaon than
that tinost rulltrips Iae ne hlt" il i ql t oulnaIed Ine: sOnlf

il
qltvlii a thit. .or. stch lln

etlrlse anlld iuSt luse thte 811 i, talent e cr i..d oer iagin on different ports
of lthe ] .Ogriltl. Will t...r otlher piart of tlhe progrfill hldi beenl L1rst egotiated,
I ! tl d .terri.. ed to ltnd fault could with ,j..i force lai tlat It .ouad not be
judged until we klnew whai t thile tterr of Interniational n. etary and inanc.ial
relationms was to bl. We caW est a ssured ithat even if our overnment sho.lhd

,have ainy intentions of brinllilg the Irtton Woods ... greectits Into effct before
ibstaattal Ip r r lO ss had been laile in thile foinlItioi an1d negotiation of the

remainudor of tile program, other governI ntl i s would Insist pon delay.
The stirictly monerltr pro'..lol.s of .t h e Ilnternatiolut IMonelarYy Fund agree-

,,nit deal with unly wo easenittl matters: (a) lilt rules which Ih..l.d goel'
naaintl iforigl-exchatlge potliies, arid (h) the istitulioli arrangemellBts for
applying these rules and for lroxiplihg Ill....... aid C to enable o .lltri(es to .on-
for.I to theme rules withlit C 1 nwt ue bIridINs OLi thoeir irii[Oii*S. AS . IetweeAn it
rll iasd nl the ]i tt liraMil irrullqJent8, it is tle rles Whith liare by tar the more
frdllllld ltal, lill the tendellcly of Annelr'arn 1lublic opinion O ta t ho t h principles
Ifmplled by these rles for gratled as In the Amierlcan and lie world iitArtt
a .l I bI e blin to lle e tent Io which they are questioned or rejectedl ottright
tlusdit tle Utitel States nti led A1lericaIn di:l11qsusin to be ovetrwhbmelnii y
cOiw{itrstlted on the ]Bslitl i rust Itnlarritgmett.

JtHE p'OR1tt P * CRA2NO~E ITACBIni'

It s one of the S ated pipArf]seS of t1e f und to )prm lote exchange .tabmlity
But as that -tenIeoly ai ...bigiotoS termI "Stability"' inowhere defined in the text
of tilhe L,,.. ii th. e only sfe, rl..o.u in ilnterprietig It is to exami te the
Spllli obligations with respet to the exlhange whith nermiber countries must

s..t.I.,. Upon tlrtlince Into the ft d, mel coiutY I will be required to lain-
lain a part value forl its Iurrony in teL rm of gold fixed Lull tally at the rate pr-
atling i10 days before entry into fore of the agreement or, alteratively, at the

optioll of thie .l.l.mem)e or of tie fitdl, at SonI, oleIr a gl , greedp u.oi between
thea f .it... Id the Iti.th..nert. TO °xItr, rt 1,loci .ldl.....t t(: to tIIt O.i.zed parities,
eI i, c... it IY s obii ged toir II)t Vh 'clia go f1sit oiolls within its terrilory lit
rates departing froIn larity, for spot exehallge, by more than 1 percent in eitherb
dirretir.* ( hagis, upward or dowlwllrd, in the exchange vale of a Cartic-
Jiarp1/tlilh.r'. c.r.e....y inay li llide only .Oi its Initiati'e and only to correr' a
"fulidsltenta I~dinuibllbrlrnl (itet delineil). For liages riot exe.et.ing !uu-
latitely 10 percent of Ithe hlitial ii ¥ar lue! the funid Itni not object. For greater
¢uUlative e!laitles tile fund m.ot not objet If It is satisfioed that It Is 1icaealy
to corrnec a fundlamental diseqtl bri/in, ild in Iarticul inr if so sat stiel ,mus olt
ohjtlt "b%(ecause of the dinlestic, soial, or poliical policies of thlie lulber plro-
pski/g il he tang."

Nxw ntionl 1 econoI.iC pOliCies of wide spwe are In moder. tiDes always
presmnted as sIOeilll policies. Whether so prsetlled or not. they are always
"poltical" pIra' ies,. They are orton suclt as to have fnLndani tmal dismuiiri rllinla
in the fintt!rtil,,iina1i I,1111( e of Wgymrt'ts as a byproduet unless colnelsatory
elitl Is takenr in thile fiol of drsllie tariff lnereaes or eehnnIge control or

.xclhange deprerlatloMa. Iii sclhl ntse., the iretIon n t WoodS agreemonts will not
M{ilan In the way If restart i0 txvltnag deprtriatilo n . The role of the fund with
relsect to excl0,alge-rate e0lmrg(r will probably be largly econfined to aliditlg
Cotinlrips ill tiv, i ihltg nldtNirtl exithanlge lfrechttItios, In requiring memmbrs
IO colsuilt the fltud liefire omllitug themlelves to any exchange depreciations
going bnyoild l0 pWre(nt of the initial rate, and to arranilging that when excbange

Thr are ,pe mal proyvIons for oceniid countriTs.
it Is to be hojed that ithl will not be Interreted to apPdly to small over tbe-rounte

tfrn ettlos.
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depre..iation di oc'ur they shlul be 'orderly, " ' as noneo.ntagiois as pWoible,
and as modalte as I~ !he ,oul rifes concernetd can be pprsualldId to malke thlem.

ThIs woild li[ a subIta'llalI a...u.iiplaltulit. If it Is lr-lble tI, I.. ii wu seel
,to [i pnri m d in olne of the language of the drft ngre ement and of supporSlu

gtaltemtlnt, it is mclll mit tl1tl;6 countries have ever committed themselves to

* On Ihe oth r ha i.., it e agrvlnei.t by glPl..i.tto i gives more Saie otn It etx-
c. hange-rate variaion si a iria l proLdnrei for reliovng pfatreure on inlter-
narional1 biancres thlln Wis standalrd in the past or than I lthinik we shou1d wel-
COTIU. StironLgr ituln]Li[ll]t tI oelxltlgo staibilIty thain I1ose cmlbialhlied in
the IlgreyC1Inet wer! r)elsulllialyl nUo O lh,)lntbl,. Ill o0th r lonal lls-, t£h(e olrnm
uitmt utls ilr rlartd' s llh lot., i'gor)ol u} rathler thlaln is to lax. Olt if olur
O])rlb l , nst We hll Ile [)ref.errtl trrlingir [pro icitln bi d tl[y ee'n prolaurBlb e

I eea good rIasol wiy It should say , when (he time Comaes for igniturt..e of the
I grlel! n , it or ll or.

Exehclge sliability Calln s, alinatUaliud in fOIli while Al..ll ilt in lhtl.,,e if
exqhang control ,prevents xchanger transactions at the prescribed rates and in
t(e di)lsre'd quatl ties frontl b{'iag coiitUnIlitedl. Exchanlige controe] 11] lebd,
itself r eaily ta use is an iustliline{t of disrlimination be btwen eon.ri.s, irmrs,
indivials, asii all aid to nluolwaisli ia Ibargaiiig. as a mieauns of forcing ]endiig

oiln other collliri ,, sR aln ae-tl.'...y to lih iltrflldiidaf f oreIllgn t rdiirs, as a
proinote o f bilaltrlalisin in trade, is a weaoln of etonlollie warfare, as an ele-
met in tila' pr.-lss of tiisrisfr of ton oI , oft h, wriikilgS of Ihe ct'ononi
system f ,rom p-airto bards to the State, and si forthi, all of whihl, of course,
jut {Iheir clefi',id, r; as well as their oplo netts.

Till itF>1BTYM OF flMI nAXG INITROL

Tha di,, f I 1olit ry Flnd ]grelle t proses Dot to i.n.ose( I *ow nilribtiat,& ioAl
'tet riqins on ,,, to grailt ne, interlational silinctoiol to e(xchange c2ellreL.

TLhe lagttmrn t t p fovwids {hat ,! aic ll.ber iotlii .. lr llI maa intain fLPic I os -
vertibilty for Ceurrenmt ac(ount pLeIIms lt hi' paritmy ]...'s biitwe[lni its Cur't'ity
and tlhe eurreneit. ot .ictr lnl{lbcrs. iln the otl(r hatlld, lthel vh()e splrit and
(Iri of tlhe funld agremnalt is efinitely favorIble to exchange control a far
as .rat..eCIon1 011 ¢filit acIlllI t llt I (......e'11(!.d DIelors to the ftulint uilst inot
,n, kl} eu 1 f o, f lI filld' rlsoii .c( tI Io .i.i.t a i{gt Pr stisiai i OIut flOW of
c'ayiaId allld i pol le'tlll a; Iof tii! utda must set up apillppriat, mtoltt otls to pr vent
. u]Se. Meiaili[s ir li ep rssly /lhndori,,;l to exercise , such toniros as are

ledt1fied{] rI, 'llIt e tl[erillioill t.. pilal ..o.e..e. t5,' baut .. UlSt
ot exrcise , th ,controis Ils ia iner which will rtrict paymernt for cirrent

Iraiisa( i.ie . is. wbicht will unduly [indteflltd]j delay traIsIrs of fUllndS in[ sttle
Ialle f ommi t a .ints.t..I

If ihe fuld. upurlleire de.. lares a pi.rllelhlmr clrrnleyr to ble sClarce,. " any
in inlah er n.. o y bIItm In Lint- I ifs Irlet cIXC[ig o] rra sl l ior il In t IVt r lreoy by

iany 11pall, it plh]a"s. enil with repecto i *l i in-'niit IIllUseioia, [rovidel
Onl y lltt tie limitltibins Ion Slich transetil.us .. shall ie no uiore restrictive than
Is i.e.e..ll..y hi t iO]ll the deialni ... r the l .I ,irec .i.rren.cy to 11I! sapplDy held by,
or teerming it. it il.l.l.e ill ... jt}ic ti ille[ .t * shall hi reilaixd intl
rivelllo its lapilly :as (IO..clittliS m)rtilRt.' Prior *igaolgelm ts toit to restrict
*xealilng tlnlitInS ({he ixehl/nuge aoLtIo. riOVi.sOid N ]s l IIii Lul l'rde agrle-

nit(r'{ ow'tlli el r]ecXt, t heiltI ]inSt ii it h t I{Vtkiod illsh f nI ]cr t io ch,eck
,the tilIuil,{i{ of th[ese, p}Nr i.s... Firtherilor't. "xe]liig(, ,iitrm'tats wich i{-

'olvi' te enr'tn y o l ally Iu. her. m. wIhic-bt Ir{ eu 'rary to the 'IXC ...lll {oni
tri oh egi'gt olou If Uthit inUllen[,rr {iniiifiinli or ii11,os£ eounsitently Wilh ihis
Igretmelt sthalt hse tnuforeul~hf ill tIlf terrtir.OIs! of a...y ntetblsr,' b tihIers

m:ly agrt, to coOiljPr,:e iall jt i, ltrrl to miike ht.. exIchain.e .onitl igsliatloas
of ithi!r ueatdr ot,n tt,(ttve); ii he lpruvision. (art. VIII, see, 2) .hich 1 1r0-
liilt, ninihes frI'nom inlpOil. g n'MltrictII.s oin paytnients far curret"l ittrllttlo()la!,
trIlljiatit ijs "'wIthol.t the ntILrovl if the ftirl'" Ilnu }I t, nt.lnd¢ to be inter-
ptrted aS cinsesitHilg ,h ide ['-ol authorja'illi, ll f the l Idt grllant ,uelh
aOprov¥l-

i ant {ot mllnord oft hee I )ro liois. W IIit F uy IC'fir, of cehanlge contirol
in most of its ex[at l and 1i)siectiv folrms woulld be regardedl as .morbid by

aIt I arqllt l tihat tlo thypes of exebangp d]puniailoi are ali pable t rdol .1in1
ooliiic disorler, Otter tt ,it, ils 'orerly' owoa thoughitf ullr niatinie ahoaa

in Interrmntona mass mnett: noc nnaalgol in accortdanee With some flxed orimula.
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ilaniy of mly profsItioal eo leagles alild, Io dollb by aill the exchange citltroilelr
who have ,,oII at it ,long enog,/h to l tl l el, propelr rldel in their craflt. I do
not know whllher thesepo proviins wre, Prssead on reiuetat American neotls-
toes, S':jar . rodsI JIS[1 I ear .. le ADI riarwcaln dr&fl S s(,1m1 a, aro..e. I ,] o
ericlirIsm front Iilylnr ii,;, iCrept on the grund thait they were too reStritelIo
of .xyi.ii.a onigLo A, fII ai Ira. a[ein. tls . capital alc, lilt are 0(1icerti(.d,
there l bIte xlsted ili the pat no coni tbIItnali ]itilai atls w]al i so(!er oin ehl[ngr
cot'ol owside of Tlllllhliary ,d11 limDite d bilateral agrements. so ithat thos
(OIJ ltl .e. in thle 0 rl, MOi..ti.. Fr ... d grtrn I t i...t Ir I net t I t...r.bl ID . to
pirsiqst ili iuy whistlin g hi the fian* of tlh winiil of tbl ftiliare I regret that the
draft agref.r..n.t lit .ier at least sugg.st that e ch liange cttrol's, ehve, if limited
to eapital tnlr"nsarttlts . i'e not ilhleie'ntly bepond ateed ofI itr'litto[.al sulper-

slioll ii lnl regulation. If there is to be hpe of a reviira of iternational private
11ires,111ie nIa O r1 Illg c, a SI/)eip lara I n iln tirtllIi al agp [.rel.i.ilt t Ill now be
Inlo.n ilan eI, r eilt*Slery to foliithiItt l o loe ridi/lidg thII rights of blle inter-
,nitir,,,n pi va errdit It orA, ATld i g {.xeil.ln tra I!sacioLIq O ci i l al.. I ii..l .ot aroe
ilno I, 1, lb amlpIl or r'(srlclt<d by exchaLge rnr(, is Plumrpornlig to ie 'pliital
(colllrNt, thle gv'"rnhlg hotly of thie 1o.eil.rtary h.l.d Wi l hae II to tiie seIios.ly
tile pramllal ladJ(l diffiectlhds }linolvedI ditemhfing whether partiUIlar
cxciii," rllsiraeoti o i areo on li "IrrtenI"' or on ei.n.ta]i' aeonnt

Tle s.e. n-curr.ency ierishslt seein to ite to be more easily defenmled. If
a ]rri'lar I loiiiiry$ :irreni] i S ¢'flrlli C i; rey,, rtril.etl.Ons Il the forn OIf

ln.gI II,,i.es or i.i.i.ort liceses pplied ly ... i s trirsti tois ,, wi[th $aWt
(Oili . y INl nclar'Iy jaflr' blll e tO t li. II t oss I ty ,II Ia..... ttj ', suh S exchall.
dePreiationi or genihril tliit:'oast'. ii trade lar{'leirN which would ]lave. equally
u11nfavrorabile iliNicts o1 tihe tralde O1C eotllltries wuil tuI'rtlClv wer! C nlo searce
dI i. time sc,'41l irref IOy lontllry IlIIt I .spite of tile irobndl.tt y tht 41 , countries
can't ill hi irtelig, tile igrl(eiiiiit light well halve Il ie perovsioli for. tIhe exce,
iiola]I Cenl ¥leIr, . .. ll[1l'S Ii' . ri/rlreiCy I co.e(1 ge . ral'ly -ri .e., i it /eII ... . I I)a.t

emry is dlating or NClilJg ip greater tirade barriers or driawilg tri, heavily
ton tie ¢rtlitii of th li uside w rlirit hut blecijus{ it is ]IliiilaiiIillg ils ec(oIn...my

on an even kel while thie rtri of thie wrld Is embIarked on in inflationary spree.
Why it sillr a country intol [nhletary qnarantinel Noy, cal I se, wihy it wo,,ld
Bot aYI( Ib".n apr'pr Io proviide tIit the (rw n.in degree of res:ti'cHr retrgbi-
tirl ,r11nitit ! witilt rensiei to sca ier rfellCis shhiS.. bhe glblllt( to fT lti alp
proval (thie scar Ptq't liy eoitatr. perhaps, b'einlg mInade ineligible to vote on
this ISS 1 .. lld t0 limit the right to pity s.i. r(gulaionU I t ounitrls wrhich tie
not oily short of thile careiPc ririenicy but are also Currl'etly iot haYviue a net
acruall Of gold. A still bltter treatulllt of the prollnbm wUnld hiave been to a,
qtlir, the SaJc'-CmurfIlcy elnlItry to appreioaot it, elent1ty, thus I ..ll.ig 11-
ipfairdl whatever general codri of restritins on dIscrIminatory tradie regula-
tion. excha1nge Untrols, and qlantititie tIrade ,rettiictionIS may barelben
laboriously built lp thtrough other m.. ltinationli or bilateral . i'grcmn.iits. BUit
ainu.e it is eorniuiily assumNnd, rightly or wronngly. tlint In the future it is the dollar WI
,whirh ix most likely to become enemily scart. I support thi t if sluh a .proposal
hiltI bean malde the Alric( rla negotaiators wonld have felt obliged to oppose it in
defense of Ameriican monetary sovereignty.

TWie Monetary Fund agreement provides nlso for financial ahi front the re*
s I.....a sif thoe [iiad to b10l bln s in feied of s Ih Uid Cl f eternral pilylallt hur-
poes W iVt hoat Wil s . css t . I.a. rel cXIernllal] enl.it fci lies( far beylnd ithose
avAiiablea In the past, It is wihfiil thinking to Ixle'ct llost of tile oIInttries of the
postwawr world tI, be willig to a e(!,t seriouls sIbllel.excanlg[ a"ll frJl c.ehialgec-
marL-ct col.lr.ltnet.. to say nothing of obligatin1g themselve1s to rpltlr to a
rild mlrtlatio[1ilI goel sillnid.ed basis. Were it pr.lerr to rg;ard th, Monetary
Fliid 'ieniilatiaons as negoltiations betwoenl lhe United States on the one hand
alld the rest of he Unitid Natbions on the other hand. the Iargain tenitatively
reilahed is hviously one Bnder which the other co tlUris make onmiadtmients with
respcyt to exchalnge stability and frdeni of xchange mnIrkets frnm restrietive

oetiroels whlie we ilI turn pledge flnlnlcial aid to eountries ieeding it to carry
Ot1t thi, eoi ClOmit ierti.

NorUmal shrirternl b ,ioklr and crelit faelltle, paytaenat of nlodrate imolnt for
mrortlnatlot of lonnI or for dleprectlnon of direct Inrestmes. n moderate remittanee
oir iMal l liringe Itoen b nr 1 h lenitn relld rm III aItl aou eatn tanaction
n Ilal. rirnit orarmn. and there1fore I'jade eunet to tDI reatrietlons on Ihango
oitrot,, with r...ii*., to U'cirrint arIoun.. trang..tlDrt..
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The Monectar y fulfi .grm.nt Illas in the Utited SItates ben severely critiei ie
In cer1ta ill fuential qullalts il tile g.r.l.lI tihat: (4) the prloposd resoures
of the lund ar. .nnec,]rriir I'rg, (/b) the Alilerir, ii tollhtitioil to the llu.id's
r oreo r.es is dsproiirntonately Ilrge; (c) ae,1ss to the funod's resour..s is .i.llndo
too easy for lldeser.lug mers. These !ritlstns will be taken ITw Il tile
order tnudltent(o lliboitht)h witul t lany intention of s{ggte*t/i g that this is aln,I
the order of their imiportaue e.

(I) I IIe fund tOO lUrge foar its prpisea? It all of the Un ted Nations
pariahipaito, tile "ggregale "I orlcimra ' of ll! fDl(i tl Il abolt $I).009.AUX. Qi.X

tor ii Pautre StahliialltlIiIll fG.n(d. llIile,] ill it, owplitiuns to gr·[ ting oly v.oy
short trim redits to tidle oliitl.Jes in tol'ial tie..; Ieer .assia or lfortitous
(efteis ir their qurrelt i ..l.rI&til ha1la...... oIf paymelSt, genlinelfiy IeT~dIbl
eapltjl re(.sol...es of $!},00t.00o) would t[bvloosty he fDr g'ater tialln, )ill , C(
ceivaliy ]'e i(siotiu. IlHt ihis "alll s bI ,/1 moi]eilig interl-petatiol both of
thei .i... Iollns of le lulrld d of lf lieI n.tr.. or. f its iXot ee. o

Io th1( firt ilt}hI.... theldis or rti ie t [l .lrt slbil, izat.o[ I ..LLd designed
fo (ote urli ut.der llil'ii .o.rlittoiis 1ii iS iflltIlhed lsil to opeirat, lurg
teLtr iirallii ii erliod fioini war ct'nlitioli0s to sLtle pele tioll (OlIlitios, I a)L

ieod ,itl lia lly i[roatl to rllli tge sllbility al.i f'ee halnle inalutS is 1ikily
to & ililnrsibl! W'itijOll bl't 1l!rg s1t( iii] to tin ol'tllis 1uter sitrai f'om tile
I, uiitnt'ie" wIilh i tenI'u Illt fol, Iais liauiid ses lttil fIvoIrII bI...lhells oIf [s)ieYlnlt,
The 'edits it nay grant. ntlrnloir, aire not imited[ ani to 1latlrity. ', Xc.It Ii-
dirttl'y kli ie tl reqa ,1int that "argeg" shiall be ili],is.o gaul'd aitl/irdigil
to the, pIria...taAin of illIain tsed sn i't length if the ,eriod of ..s.. Eyen for
I {Inl' toI..¢y usg oIvI · three fo. urIbs Iof its, WImitteld bI..rownl ,g quta(, tlheb(. (hIarges
'lo .t Cilt i percFnt ['l an.u. uill I sver till llr of sichit tse. nid for uHs

If Ih biret uarte o r qolr¢r t t ll (!hllgis re'a, 5 perceti . only I, the[ tllill
.i". Th] l'oelt{y Fit... IlS{t b)e regaridd as designed to belIO onl y a nlO-

lry tlllhiolti .i..O fund or IiOrlinltl ltie l, lit al.o.. l ot iitrnltrilte credit filld
f]or o)rb thI Irt, sitioip per'iod ,1d11( suhlStqlillIlyf That t Iese very diIrse! fPte-

Olos s$hold ]ie merged n1 ahall a iagenciye ald eft ewho lly ,lilnrentite it
It, (ItIttr hbas fro.. teil first snlield o niu, nin. 1Bitt givt... that the agrIhey
IS to be set up iil tiltn ..P ..rle priahp for f ip oA politi il or ll h ier. roiis wi(,hh
Ii dile~ file will 'If miIh kilowxn, $90i0,(,(00.at} ihki0 liot h obliously ,XisnilVQ
as rolipallr to til ihe poI i. ei >1 f {th, fu...ds task,

SI.'...ll.ly· thfe :W,0IOCaB(X fillire gil" an1 ehgIielt ltf repree/tation of til
urnl Iinc l..ble, riolupli,s of t lhe f.tl i. Thl, fl ...Il t uI, as It "a1 t lia Clrelt"

funl]d, lfiwmdin In itis ,(ibrsrIh bplth proOSpl'ti'e reditors and /rtoslx{tlve
dIhioi,, nd( the $9), J0,0lb(1 lPFlr r riprSent i.et]s ]I till oNlIri ,ela aildti ll
o the lxiI us credit with Ile fDiei availabl to i rsptie i-

borVs. 1,1reo1 r 1 x he tihi, needolod roidp (!r] ,its in inu o(f parItl .a .i.i. n, l(s
.[Y fto th} extett of its hl'hl ings ii such ctwitli.rcies.$, Id the ulu]d (ounrlty

Itiotas rqepresent ther th];hxi]u11iil obligritior.s to (IOlir'bti[e to the r.sni.[Te. if the
ullnih Is w[ll as their 1111inuii rights of ]eOurS to t illl flId ]cWre"dit. The

ximunmlendin]lg o)owr Of thie Plotd tl RiIed Stltle dollars ant{ gold *will not
rlU{ b exae$3,004I}QO(l(, ,dl Ati,000,10Le(} wofld aptstr to be tie tleorl cal"
llxmui lllu igre altogaether unillkely to h[ reached, l .i a ggregatIe! rit m ii)htecn
e fl of I coutllries. dlbt. irto the f.nd. Thll brdln tof lrof is on those wioe,

professinlg ylsynlthy wiltl tile otbjCtA,,s of the fnd, wihtles.s hold tlhat these

b)Is ,tim propeOslt Ameriea[ I c..l.. trbt foIl to tile fun.( I e., 2 75 ill ]on
lars excive? If here bef I theil objeclties f tlle filnld, t(here sod be will-
lillieu to endow it with the resourtcs ieees!''y for its prolper funetiolihg, Ther
IS gererl'Il agi'eemlr i that at least lmrtilg th transition period what wil he In
eTeCln]]Iy short s.I pply wil b)e Unlited States dolblrs or ils practical eluvalelit,
gold. Aside from the Unitedi Stat,s, there are nowhere any larg e stoc]s of
ltdertnatiollny II;iqdu 11asst$s Hurlsy In[ exce! of wilt the holdlig oulntrias may
n,,d to .. ee.t their urge}nt extern,] olligat...s in the transit inn plriod Given

the actual distrib-tionl of disposable olterlatin/a]y liquid assets, the Areri'CajI
{¢n't ri iutlo strikes ,e as a ery ,mA r. t one. Liquld assets .an.not be ex-
Hoted to hi provided by those whose internationa tack of liquiTity the fumd

Tlt the urllno ]d I ot desialned an a pnr moinetary stafiloaia h]n hI l, If not uflcliently
obioos ottierwisl, is surely demonstrated hy tile palftilation of the Soiet T.n[on with a
quota if $1,200000,000, given tlhe iltllre of Soviet m.onetary rlatioas with other .eountrie
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Is intended to relieve It is not anI Irrelevany to wdnt out tluit. In the /5
muonths foIioing the armistice of lOIS, the United States extended tinanciial
asioifstixue to other ountfries to aIl ulnout well i n exces of $4.00.I,O0), and
tlhat ail *major or ai n us on th e gold and othtr Intern ations liaquid assets of Europe
in uioe¥ier tln have beetn to the United( Shtt aodi. except for a few of the yara a
in tile 1it0'S. 1have ben ilorvlnlIdlllty thile (ontl[11nt of tile ismtable operar
tinl t fi] o Ir'n o d noi my ,and rest ri tisimit ,chnaritr of ou I(wU COfl molcl ia

It mlay welI trni out that b fuoDI I alger than will he nee.ded iafter the,
traml Ion period is over, specially if linterniatind mbility of privato capital
r,'st bllshes itself asd if trade baIrriers ret rnl to Irea.. .bly moderate levels.
If So. it Will Ihe (lisy h fn to rue t.he Scale o1f 'lltPhblltOlis to IIt fulld, Includ-
tlIg the Aliierican mt rlblt il.ln,

(0 [I al *ess to Ilah fullsd nuollre(e mdli ton easy for de111/s.ei g nletljrs.?
Ther') Is 1olthCing in past ,pxlrieelr I() walarit tlh wlgrnllll.tion tlhat ini nlleir
Illti... llh wl eIvr .. si..n.ang. Ihgir monel aiiry lildi ll la[i , fird.i klismangl.e-
t'iett l'aY 1 dt ' elo{oi.io.r. .ir WIIl IS itlnatloa..ry. But it is only ibolatiol.ay ltis-
Inaimlg'lrt wich whill loII II] r,1t iii rails pio thile fld fio aid, llI tile
criieCs who iire foirinil ii (!filitiilctiz l hll li! on this score lie do,.h have onlly
this INpe or irlmIalll~g ,i lt fi inldll 'r art* obviou,,s·i ; (ilif(!ulties hI thie Way
cIf I iplotnatile ngrd'"lneI pit'i.tiing IIr .t .Iv(.t rtlling of . .over{ ign co..ntries .i. -
cOldillg to their ledIt wortllinlss. Morolvlr, as fir s the alone tary-lstabIillzatn

unc'tioll of thile ftd is ronwer¥cla, ii'1li itf ,i; ptihioliadtes would iei dI e stroyo i
if tile ileithe.r tolitl-ics coull nlot Iuilt ill 1ltoan it1 il[r1eitla iic(.cess to aid
when neeed for legitimat e ix.ebhange stidAblzutin p'rposes (Oi the other haitd.
to graiit (onlplmtty utdlat a tic ess to whi f irt essemitbialy Ileioritid(i.Doterm
credits wlithoI any disr.t iOUi o te pa of he ] di{ l aigll(ecy to ii]{]t or to with-

hol d ,diped p tI la* Ifl en'tqiOdribl Id regard of v a]h] pIlode itI con ritle ra-
Ios, (l{i¥n the lural Purws, character of the fund1, it is 1t t1o bli elpieOted

that tlerle shuld have been fotull, a ,o2JdI eli si ge!de!,illy awcfptsI flrulIa whith
exatclly and dillotrllhlD]t [Is taill gt1ile looa[ htitwe undutlli! l1axity a111d ildue
restriltiveneas. Is [lhre viilid gronid. howevr. for liitililgliill that its provi-
Siols err gollAy onl .II! side of laxily? As lisaite thlls propioItOin, It canl at
least Ibe sil that thl rigiht to .t. uIe o, f lb resinre'1 of Ith. frid HIs ni}¥er whollly

tlloalllltic, S..verl. .tr.V l 'i ( i s of tilme mgl 'rrnen i b hltlgow the n1idgrnnllilt Of the
frind with discrloiiry oCwers to rvs itt suh sil, whieh ntily il l'ace] .. prove
milll), for ill ' I T.w. .i.i wolre linrorimt of tobil are las followst

tIa I',ll fulnd "rld otdf grl l I the r'quest of an'y menll lur tht It Ibe given the
cu rrn cy or [inotherl! ium(lhf( r ftO-i tie fllud iln xe1...ld.'! for its on , crlrent;y If,
wit lilit sluh excii age, the flun ci' hoJd' igs of su1 ohin *i b It r nO .c eXccis, orr
with "Itll Iehliange wolld xl ce..d. It, Iho lingS 12 inuigtllrhs prtViolS by morte than
25 iljr-clt of its quota.'

( ) Men Il woy IdI iLak net uoe of tlhe i....' resourIv to melt a large orI
stiNairetd oCi"Jfow of cpitil.W

(ci Whei :a erlWhlrt has Womn ,decalard to ih SeirrIt.. Ithe f is authol.ried to
l/iIoat it Ssulply of the se 17ar1* clur rerl . with dule rtgard 1to tle rehia iiv ineds of

(d) "Whenever illhe funld 1I of tille optlion thtai lany elmber is ingl, the re-
s'eolrcs' of the fatl iln a millliei c. nIrltry tilhe poll.spo" If Ihe ftu..d.' it mnay
litlit or StOp [illOalltlit Ihe'h IU( by ltb f1onber of the reSlluresf of thlle fllit At
,least oe of the itltl( pllrpo,(se of ti] .flund . ''to s;hort(! thte draltion ll d lessen

ibe digree If dilsiillbriil In thll e i.t.n.l't...i.] b latn, of l aymntfllsi of 0Iil.
bers,"' would sNct3 Ii b1e i[prtirllo t Ill this roddr1dectio. II..flatio.Iry oInetary Or
isal'rl liiu]ei, inri poilticl l (lio [hIl . ITitalle of hlbe altional

I JLt no Stock i the forecnast of " ehoni-e" r ortixr og dolort in the post iranitIon
ptriod1 It ,lolld (lca1l- IfIte r, q of oniI arnannl or Ameican Ea r oils Were steailyriainrltlatld to Ihe trend of A, r mn ,niid or fore... gls de to oroon lb,
triend ofI t s. e, or I i itr eInd of fi al or I r iff re ,in the Uiiitd St tea Iseomllarel to the Il]iit.i wo% i were , selu as to t.eal I cm Ihy to n Ilnlerivalu Idollarin u gn 5dm urgE ma r·kt at [ill .ry. l, 'inaby stable, exldiaIe rates. Without

n "ilinolrate set of crystal glMI.. I do't s, how an n tileni rr c...c. ls OttO be nade as

hIlt I ,rlnulhlnlon of gold. It Ier* to me I hat eim, p,- p-reonre o theb dollar wotuldbe juSt s lilkely to prevIi in the post-trasition period a .dollar scarcity' for all we
i l now foree.r

Artl V , I. (lilL Tils is not exactly what the prowisions says, but it Iseems to he
"hat It w. hintenled to say.
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!uri-'ely on an ov'ervatl.l exchaiigqe lel, [i o. If t , wOUlId both opera t to
celate dtspuili ihriim In the interlimtional b a lances of gylonlsts of T1ilets and
to hiush the country in question into Iwlavy use of the fund's resoures. OtLher pro-
visions of the ugreement WOll prewnt the fllod, il the ea,, of ln overvalued
currency, from asking 2or Ia ltvanla i. on, and in the other casI,, from dilsapprov-
iLg lni exchanage depreclition proposed by the ,ointry in qtistion If the exchange
)pnrst!sn r! wnre tlhe result of luwa ue8 takenl to carry out a oiil or Ipittial lolicy.

But there would stIll toL be ttltittg In the Igreeinet to jren.t the fnnd in any
of Ohese cass fl-ov, rfns~Jilg further aee.s to hlit use of its resoures.

(,I *"The fluid maly poislipon exhnltg trnsactions with aly Ilmesbher If its
eiretnmtltsU es ar. auel that, in th eopinion oif IIh fuhnd, they would lead to use
of the resources of the fud i a nal ilier coltraly to lthe pirpoisS of this agree-
nolnt or projlucial to t he fulll i cil t.e .. enl ers," Sino the erIod of postpone-
ulit is not slipelied, this woll see!l to give to tlt, fund eomplet discretionary
power to plrotet Itself agaoins t all ibrs?

]'h¢ese prol.isions (ndt ot her nil or on v ,) lakenI toguher I te tsorwbiy in te-
reted, should provide the nlanngennalt of tie fildd with sufficient authority to

pnrotecl i ftin]d agi j sia SC'il l llr ( il If its re..l '.s Un deU lliist all con-
enhblees vilie. !The frund uiedpile those pnvisions miy still fall short of
ie.t ilng whatll is to son lc tics Ia e2sel riat[ rl ,q .tir.lle.t of ia respect ath finaim l

inst ittion .i, ma,(ly, that 11II Its ronRlln opertii ons hall involve a volld#yl dis-
Ptaser of funbd sitting it OII sld Of 1desk and a hiunble nfl)pli'ift statMldlnt
hit ill hand at the other sidl,. Iut if we ar, t liha. e intl rgovernlnotal fl.tl.iial
institutions, we will hllve to rIIelocl. >.un.. ves to the nle!ceity of prnmitting
thICm tltiepat sGlmeewir fomn tilo! o,n v..n t ,,o1al lsta d a iird d proc.Vdu. s of
rilliVal I.e .ioIIre. II shloaid LI dltedl mnorn. yer, dhat the flnd is to be so eost iitltut

that It einnlot rln great flIsnalil risks whalwver may b1 thI credit worthiness of
its Ienibers, Thle fiatencil lIhbilities to the fGld of CILm.lli.' .. nsi.t of the
obligatlons; (al To prilllit 1L fund.. to dispose of its hoidings of their c.rreil(lc. I;

nid (b) to lltlgWft the urald Lor any exbchang, s rlsu Itinag from such dMI
pol,.* As ar as (0) s t no 1. C , rnlI, iefault bort of rpudlatIon is lot technieally
potsibl4e, Slid repIntiatinn is a grave step whicll, I belh eve, no debtor nation has
ever takem, .,etj t II, c-'eteolI tit ICa reouiry lhange in goxer) mcq.fli

ThIe draft agrempeut for anl ilor till'lot ]i[NllSbg itidon and Di(li, pmett
Bilnk is a ,much hiss omnplex do.i.ineit nail bas :rulsad bu1h l'SS critbictm than
the Monettlay Filld t greein(!at. It (an, tlb ifori, b, Iln Lt wIiit r.t. Ci bhitfly.
The essential fuictil o.. f the bank will in to providl ihterl.ational Ilnarcing for
ee~ifi Io...g-t I-n ..roj. ets to he ex.hnt Ihat such projects invlve dir1eity or
iliniretly (if iienttfnltb) i.po irts by he1 thrrewinig cHitry, The fil at..ing is
to Ihe [r d ei t t hcOtr dirfe I rotl tih o..r.elp.s oCf Ihli bank or froml I pie cds
!of the isi of [its on( O rlnort by the an'k, or throg . uarn tyf by thgi batik

of h tltll t by the borrowners i Ill e prirpat, oiry market. T bi n ll bn tay
llUn to goEtwronool t tr fir, f ~t R ll[ tie itaii ii maks, !r Ita ,," rll { to hiier

IiSt. I ,.a.ry Iell gpot avi ty of ltheir governIletr. The t lboah i d cap ital of
the btluk is to bei 10 bilinto do! la, of which only 20 pmrcent is to be pild in or
subject to call for the regular prrpose of the lraik, and the renaider 1is to h1
subject to call only wben ind its nedCl to ,lwet ohilgtlttoIs IIf the bnunk resulting
fruont dC fiallts of dcbtors and their ils ra . The iiggrga eh coml ime tit of
the bank are liltnied to aI 1-to-i ratio to its aggregate altoried capital. Membr
o1nitr[I En slarpe IIn the risks in roporlion to thulr capital Isu[t'isipt1ns to the

bhlnk. IThe bank Cii operate a lily for the mefit of iib il.rs and only niemdlnlt
of tile Molnltary Fnd li eligible for irt,!mbershlp in the bank.

The batik is to , ) so set ip i, tfo ernmit iln each pelifite Iran saeiOll ild in the
aggr1gato trssacetions of the bolnk a lltlogether liferelt alix'altIon as bLtweo n
the nlnlwr cuntries of, rspectiveIy, the asslnlptiot of captiltl risLs, the ptolt-
sieln of .ettlu]i A neilciug, ald the slpply of the capitl goods used In the projeuts
tna tlleed.

Tied-loan clause are not prrmttOd in conneI. tlon with either the dircrt lonsI
of the bank or those gjlaraitevd by it. Apioval of the n,tlw . .cou.ntries eon-
corned is r'lilre, homwevr, biefore the hblank can lake a lain froma Its Itolhling
of a lartieular countrvts curroy obtained by It as subscription to Its capital,
and also before the batk Can Isoue its debentures or guaralltee a loa, to be soI
In a partlcular countr ory to bw denlna ted in the currency of a Iparticlar ceum-
try. Member countries, eonsequently, call restrict their real partielpation in the
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I.ini.ll]la g of the bonk's otnralons to rllcl transactions as will Involve major
expelditture of tlhI ofreqels t llh lorll s wtihini heir own territory. The bank,
in fiAt. IlthronghO..t the gliat part of it, possible Ihli of o]eratolis cn osravte
oll y wi th Iit, (<olielit of tp a11rthoiharr <,Iilntrk dirtlqy c on..cerned as reditors.
aiI will coiiiiliii a grlirl .t..iultiiatl ll0....1 potinlg Of capital rieson res only
if ,ind its the inlddvtal onilnhi eoil ilh s permit It. WiX'hre tile bank is pr- a
IIiulld to oa1peiat at all. 1eover.r there will ie a genuine multinationaI pooling Wl
of riLk lalnp..injtio . ]i ll [) 'l mraer 'llmlries wi.l .ha..l In al l risks in pro-
Ilitl l I tl l' lri tibs.ri ifitio to lill banik's capiiotl.

TIhe agarei ii is lilft Id oil t he rmoi no u i iltiOnd i't fr.I ri pral
C4)iI voii] li ity of te ¥lUrious {llrrtillest ciiot be taken! for granted. It CORn
tlllS oiil'eflly dt'lwn provisIris for the tlni ellonanee of the currency idelltity Of
tho fhilN it handles, and there ,ire ilio , o pmrisioo of the gol) hCI,,i, or gold-

[ii]i ''c-cliis lIypt, o jI'to,(!tt Ill holnk iRgahlst loss* as the resuit of Iexchange

Thlitre Is no aii ...l..tlc .tcees to lhet bank's flasIlisie. II8 bard has complete
lislertitn to relfnse Illy pIrollSiNll iltl ei to it. The hanlk is to lnet onlly as a
resldalll i]tidilng agency, tor It i] rII iull! lnot to lhlld lor to lurantiee lilly l]n

IllilS.. it iJ otlh lid I I.e .rrower woueld be able otle..rwise to obtalin the
lanb u .li.der renle oi It ih r...lit . It J ]qilred 'to iy llne regard' to pios-

I of eInslIet ,dlltal toI ."lit lJrldltIly in thile iltrss bothll of the partilalr
nlher ill ilose territorie, the projeet is located ail} of tie nilwinrs ra a

wole?' li eTh, p eli ci' l ii hiaIk ji<gire'liIA of i iooi " t lt Ns t a thebse all
their alie.l.p. frol lle MAit.ltll.ry ok, id agr(*Trliit noi dolubt goes far to explain
illh ](S fjrig ri-l tiol g!(r I, h I % ht JllIlk tl, .... by AMtert itiIra l ilaeia] eir-
heti. l mIy cars,. iherl is wide ngrem ent thiat the desiglr for tbe habl 15 Is[
ilgeiniOlS tad inllIelltw!t Oi,', anll th...t if irciumnstalutes aro ( l vemloerately
av otrnbl, iw ill han i very ltefl fundi..o to trfl'nil iii revivi g the eS..r tial

I. r e ss of~ ifrIIl.tIO..l.ll. t. .. elm.. invlst n.. ent. JIr srplinl field of opelrtion will
I! ill ares tlit tyle (iOf "il'eltleit xlihee capital ii{Is are esl(pecialy gr.et
bill thu! absenle of ,hitblisleld ,'trudit lalloi011i or, of idq aitnje erdi falilitihs
or of both omakes rctiallt) on olollldi4 pjriv]l{ ilivmosret It least temporarily
lil.iPt..ltbll,. Risks of capital loss will. of ct.irsm. b, Iler1'nrre hilt the risks
of tiionilo is to the world as Ia whole witl h SI l1 greater if thilia resininibihity

Sonue of the d1eitt of ile hmik ahgrrwrqtl Nohae h{r!i lnd ean h, qlor t ioend. It
has b,.,n Ini..na.lc fior iristlJrir, to lly lnexpr t ji.ignmlllt witlh olne plasi-
Ifslily, th'lt the r nit'eItlltl wl h rejapet to hnus i,.aran...t]d by the han/k that
it rosilreee ilt rihi to ietd',s a[ ioils it ilr i-folre maturity inll eae of lcralt
oi I.rt.l lrt by li borrower wit. iihave tihe Iefeot of l"sll til te Tanlrketabiiity of

sll JllIr wlhierthe, Iili ti p to ii1estr }lc'A s w1holly or pred(mint(l ly in the
balrliks g.i...i l/y I ..id liii 11 all ior oily iighiliy In the credit ,tanll/I..C of noe
bOrro'etr. On ]loans glnramotlod by the .m.i, the c{flntllisill which the banblk mayI 1 a
{'hlrge is ]itittleI to frloll I to * If* lticnt I . I l...... . .l.i tiln ItI I.tI. t of the loan
,Ilmtsltianlllg. It will ie only low glaIlds! i¢k: iii Illnl o le onr larket rtinllgs
who wil hlre stl*o InErltitev to 11is th hank's guaranty fadIities, In such

llases tile ra li which tiI' guill'ttnted . onls w.ill tbe no1able will di ]d ,,unch
more ot the credit iratilg of illt {/,rk wbhit 4o..hd be her-y ]lbg--tha, oni t]at
ofr iei b"rr'iwor ''hkg ui nt rI..l.t [it lu Ibl romillry Wook {...lhlt{ bol}n ltl ii to
ii suII. of tir illlnlalnI...g as thboy or w'rnItio ttUi drI lhioigh thie hniik on bCtt-r

terms filthati" ai'illiI. ti many oIi' I I ... n. H ill' (ip ,s which IIe (hihatold to share
t ill) iIk of ollis to thili jllrk f I its g'lliiri eoI ntslmsi i r, Iioo i.. 1eow. The Wig-
de.. .3J' smith limibta{J[...ttio ,oni itt, i..iss1itl Whichll the tilllk IPlay (hargo stems
debatable Bii thuis' are Tulot mitnjlor oti8(s.

Therr rlullils (ii ajor Itlstitou or the atlfliey (of Iii hl' s rI. so...ei
for is pt Ill'oseos Illid Oif the tolltrey ile r ]r'esulir( ll of t h, ]ank la ll e fonld
(lnd UNRRA) eoii$,ihl to sorer sucheh [lrfft1 1 iurtlm:'ttrit~ll 11:twv l friiitc
rei]N, as [l priVdtt, Cli]ittl" (114ill uTilatliral {Itv{...i...It lt oil, ,Is cannot hI retitla i]on)

Critics of the Biott.. Woodis areeinats are referrlg to halth fund an..d {)abik
, 'grnI dios "' irstltitl h ns .. tn the 1Ih, OIISaI {hat .het Unitedw States can

nIequlltoy dlo It, pirt in fIIan.ilg ... h resiorat{t of worl prosj pbrity wih a
Pioed of $M(00$(,000 { in he m ne.....in IJ which ]PIad was "saved" after the last

I take It for I raned that collotrie, with ligh erlit i otli will fei l that rerort to the
banfk'. ginrailty will imanir sileh ratting nd also thalt the tnnik will not re gari i antltiled
to hr rie of its facluitli' countries able to do their Ann ring In thie private Ii.vestmelt
market at amoderate rate
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war mlerely i De ail iiof a few nllIl.ol dOel1ir an/d som- e geooI morual dvice bas
been talien srrtlosly hi some qularters. If we asmime that the loans which the
banlk will make or lluarnit! Will for the mo.t part runI hg loe tllt 10 years aind
thai the bIank L ill i ot waIt to llt itself ru dry of firy lll Ig faillis aIll itly time,
it will ..i.I be Iable to malke oI guIaranII.tee ] lS at a uchll gremter raite Itan
$1.000,(),0Ill pr year. Irxi4all of regarnli g the lund and bilak propoals as
gn'lldioseswe sI oid seio)lsl .. ly cnltil'r ;Ietll r hph filllnplllg aIlee8 .)..a llll e..
So far atr adeiquate ti meet the Il.gelt cgiltlnal liads otf the transition oimrioll
Ill ltartielar U .. the baik ald tile flnld logether d(o nit see.. bto me to prI id. Great
lritaln whih tlhe asud linil of redi it will i'trd If It Is with llly drerK! of
i;tfvity C. , ulo a ftr¢ er'ha .. .... I ll.l... l rig. ytkik ... Il ,dlS!r..ilhladely (,o-
,,ier ,J(llcy [ll lllo piIwll, perio d rather phamwdl im , 1hi, t Oil'

We arc i lut l kll ,, Invllln t III the ftul] anil. the blnlk rlot melrly In the
hope thit they iilt dlirectly aidl Ildirletly pronotle Aulnrirai erpmplymuiet and
prosperity by pri,.lti.lig Amirical. texIlrs, bill ill the g1iiii bli/)e thalt with
ih,' h lership oier dlliiars eloljtI ii in us W mally .UI( ell inl Ivs lJ)ll lng a post-

wit lptit.r itrnalWdorli el.(i.iet (Oi..l.*.! nod co]hllabI]..l1iin favorableb
to WOl(I psri' ly arid i wo(rldl pe*et. It is largely al American blu.pritl for
tihe pstwar e,,.onile worhld whb Ii I In p'roce of uing dln,,wu. It s Wvins to me
a zll itirfieit blupriiLt. If it is to b, iJcitqi. to he tlrn inlo shreda, at east let
it not be by Allnerlien hlinlds.

TUI Alr loE

Iornl M.o.nteaL ( .nd, May 3, i32. edlcatio; lhelor of arts, MJill
Ulveisity. 11114; nlstr of Ili, l i .iarnl.,lI 1915., doctor of philtxiophy, 1922;
dt.Iotl' Of lawsh. xrnms Qi Ilvc, ApSpleton. Wis. 1941. I listrutor il ¢ico tihCS

olilrs~yof Chicago, 191i1 i17: Sei ll iN eit, Uib Id Siales Ta iIff Cflinnssion.
1117-19. and Unled Stltes SIlRIng l tBrId, part of 1918: wilb University of
Chic ago f Irom nili tl 91i9aI. I a rofulss'r if m'Oiiilrs i uail 1023,. asqreiate pro-
lessor 1928- 25, professor 1925, MotItn lutll dstillgulsl'ed service profissor since
1940; visitilg prflfssor, Inlst. C]U]vin ait de Haltes Ettudes In ternationales,
(Gnleva, $8wlrlarhull. 1030, 81 ind 131. 4; visiting professor. Yal University.
1912-43I: sil:il I lS IIInit to Sct-etalry of the Treasury, [ar !h to I}c(lltbr r
194.q Corisllitltg elsrt. U iiltd States Tr.aU.Try. 1!137-39: Srial itssiStait to
Nesroary of it [he I.ls .Iar ispr of 1939 [lI t1912. Fllo Ii l A i . ca A ..eadtly
of Arts !lrl e1t.c it, Ai(t rielnl Pl .oso phiraI ol Sot; t nemler of Amr, all Ee-
mtin A.socilrtiti (p1isidrit, 1939). Author: Dumping A Probllem in lnterna-

ltonal Tr.ral..(l 1; ,aada's Biee Of /Iitpitld',ltllJ.. lla Ietiuess, It21;
SttIi(.s in the T'rheO. of 111i ritllitloll Trtldl,( 1]i¢7. Editor of Journal of Politi-
eal E~Icouomy.

* A Si TIqt1MEI IN 0lrPOSTIoN TO S. j540 A I. ItT . 2211 Sxi]I 1,lD IIy JOHN B.
TIICURsv i( BrrijAT F (IF III Adl A;C hN ]o. XLII tO[~ qTO *l C0MM [ i II BA NKI NO
AND C(litElgNe .v TIlE UNITED STATEs BsnATE

tMAWIc 6, 1945.

Chairmnn, Cmnmittiee on Banldng anti Currrl/
nit¢d Stallrs Dnat(, I a.hinlftl,, 1). S,.

Mr. C1 [[gyi:i Permit mte to sub it fo. r i h consideraltilo n if tle, Ctlnnittlee
on ai,...kilg anti itr.e... .f ]le .tlale a resohltion unliniullly atliqteld at the
lasIl nii.. . o.. ltltloi of Eho Anlleri(*an (!nllitoii, held in Wa;liluglontl. DC., 0on
Jll.ai,,y 12, 1945, ill opls)rition to the BrettIn Woods Agreements.

·"Whtri as the i llOetlaylll satlalbly ofa a .. tioiC.s uiirrPec(y i iDepemlent 11111
its itthtrial I( .o..Ii str'tlglth; and

"Wlieas the eConomici 0tregti ofI tile Tnllted StatEs Is ddependent ullon the
mallintranee of our exlsting tariff laws; and

"Whersls tile two tgrtniIerIt adoptid by lIe delegate to Itoe UnIted Nations
M.o..tary Conference at Breeton Woods give power to internatl lal boil ie to
nullify ou tariff laws and thus onstitute a grave threat to the Ili..eaIry sta-
bilty of the United States doliar; Be it
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"e~lsolrd, That the American Coalition, in aiiUal ovention asseobaletl, is
opposeda to the ratification of the Bretton Woods Ageeumnlts for the eltabllllh-
iill of i. lt{u '[Jatl .. ..I orliery} Fuil i ad ,n'lIte ralLiona] l Bank for rIon-

struction and Dvelopment, or the adoption of any other device for circunvetltIng
our larifT laws; and bhe It further

Resolvaed, That the American Coalitione, In ,annual (onrenlon n1seilb1l, holds
that oi. exi.stiig itariff is osential for the protectiol of A lnlricn labor frm W
conirlttoln hy the pirofdiet of slave, 0 mnIpllpry, or other lalbor operatinSg nrider
conlitoSn below the A. eriItll tan dard of living."

With your jlwrilssio a lso, Mr. Chairman, I would like to submit for tile in-
forlllationP of thie omlnittee, a statment whirh alplifles the illgllmmit le forth
In the1rOllb( the resoltion referred to above.

Before dealing speiLally with the various phases of the legislatIon to im-
plemen tthe Bretton Woods Agr.eii.mnts, which .are iow bifore >ur committee,
It scems to me proper to point ot that in the P'resideit's iŽelSllge o°f Fobrlry
12, which has given i'se to tile ibmediate ,msildieratin of S. r0, tere is an
Incoalistelcy which demaidsi some cslideniton.

In the thh'd pIrig.nl.. l o the illres idil's mes.lsage, hie sys-- " we
1ust se, that the instlitutla of lpeam rest firmly oil tle solid foInn iatons of

illtrni ion I polItMica and Old 1 I OtilIral' ia t P n. TIheco er'e rt efor iatlrnla-
tion l poI litia (mpiitraien in the i)Dmlarton Oaks propOsal for Da .erlanent
Unltedl Nations.

II a later Alrngrl'lTh, I ltid theep lrlrds: "It is time for thi OUiteid Stat.s to
take th leth l in establishing the principle of economic ooperation as the foulila-
ion for expandul w orld fi' n. IWt wnpvs to do thiN, 1ot by srtting up a super-
/orrvrnfrn bt, but by iaterrmtlonal" ncgotiatlon and agremernt, direeted to tiha
improrlrner, i of b.r .i o,tor. a. j ginfoitso of vt -orId Qd or t ih 1IO thatli

at~ trade." I ltalisi 'lplied.]
I d1 not, see low the begislittio, Bow beore the comItnlttee ,T. bei held to b}

other thIn a lrt of t. foi 'mindlittio of IA nilupergore namen t notwithstanding the
uta enlaet of the President, which I have Jlst qnuoted frI lia nirmssage. I say

this e,,at se enxaninatio f thile pllrposes of the Dlinhalrton Oalks (C1harter,
ehrtlpti 1, mragrapb 3, rcites among its plurposes, "to iaehieve lnt.r.nation.L.

.o... rtil in tihe slttioatll Ciitittton attiiial eot'IOlli,' sorial, and otherl hiailali-
tar 'ja ii Idol>! J it4.

Tl'ln paIragrlh of (hapter I is nmplified by eetlon C, of chapter IX, of the
chartel', whiuh sets fol- il The fll.i.Tlns IlII ewe P'W i f tile E eoriomnic arid Solial
toui lil . Sect in C, Ilaragra ph l-c says t.ha I( Is the Peerples of tihe E]onolic

ial oc.l ullneil *to teevrt and consider rlnrits fliout the C'ooTl¢i, I¢al,,
and titlh r orgatigialmoas or Ign Tieii brouIght ilto r,!liiatllhip with the ,t'glanza-
tion, ,nd to .... rdinats theair activities thtromlgh cotittltations' with, lind riTil..-
lllelatilos to, such orgatiziltlohi or Iagencies/'

sleti(!l 1D, lpal...gr lph. I, 1, ri"'Jpin!s this tirective. It prov Des that "the Elo- a
lionli' llan d ol (S.alllliH soliid So lit a n atllttrlie ("Ollhlist0il iia sciJal toll-
, [,sIoh t al s... n eith ( yI, i .. i..i SioI $S nit y lie rplljI'(!d. Theli C.O. .l..ijOuis
sheouId ¢,nsIst II !xiplti. There shoul.. Id [' perIl"ao10t .tIff whi!h shId ti,-
smtiiI ii part (Io the Me'{l:tf It lt of t ihe r r0ganfiatioa.'

Now, It is ptrfttly ohvbos that .eilher them is gelig to tie a leliihte conflict
between the agency which S. - would set up, if ,assel by Ciagress, or it Is
going to Ie o .rll.ln. Elld by tihe oooimi c aud Social Conl cil provided fur olnder
the Dumbarton Oaks Charter.

In a stilt later Imragralh in the PLt'ideitt STtellogv. eii, Ilanerate a nutmblr
of otir proIl .sal whihbiih Il ill .shortly Sllbmit for your I srn.lderation. Almong
these an 'the , talwbishielnet of tile F lood anid Agrlculllnre OrgaiiLattio of ihe
Urnited Nations, broaetl nlilg l stietngthlenitg of h" T"rade Agrn.lelts Act of
I P43, iirt,,arlulIi. al oI a gr,, eIt four tile redidnethat of trade bnlriel's, tile mntrol
o(If airlylrs, nit the uorir ly inrtreting of worail surplses of {'rtahl cmnimodditih,
ii rev loIi of ithe Expor t-I. ir i t IBank, ai I i ni rer o1at iuil oil igl!eaeie,,t, as we]l
as irlfohstls i[II IO lielId of tilil a1viatoIo, shipping, aid radio and wire corumuni-
rbibesn. It will ilso h ntece saryy, or courte, to rpeal the Johnson Act.' am.d
then in the following plragraph the Pelident malkes tlLs imp ortalit asserion:
Thy ar¢. . i.ll pils o()f a onsistten whole. '

Ulder there clrllcJulmlst , I think, I am Justified In ontend gllg that the
Folmnlltteex oe Balkilg .nlld Currency mlst have all these matters bfore thein..
Ib.euse tIhey arl all, is the Presid0ent stated, "parts of a cIilistent whol," sndi
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1 bieee tIhey aI rI'late to th e rca ition of powers to Iw confer r.. I u n a supe r-
~OvrnluWnt, Wlei[( iS provi ded for in tbhe ehartr i ielred fit r)lllunartoi Okak.

ii sling forlth ile dtniVers of Oliillilru S. 541 by itslif, nd, not as a part
of thiis onidstout wbole, I realize that I licannot elalrt II on tos othller iatters
but must ..inIrfle nyseIf to a dIsc!~si o / t of ,lb fittrt' of the Bremttn Woods
Ag, m, l I ire aenti Il i, rlueseht'es d a.i.gr' i to our ill.ie el. fare,

it tpil. I tlnk, w Illtli ata it, a Itlia l n rid pronole..le ltxfon tl lIlit1 mrit of e1rO
Iii,) (fil, Odlir. be dIolelTllsl i ).i lie r!itie, or its ownI gor¥nl[iert ill oiher
words. th, stiblilty of tih ourreno y uf naly givern counltry will dlepend not o( timre
Unitel Saleis pllOUing oul its w.alitb I suplpnr-t thalt goverrnm1enUt' lfihiaem, bitl
IIIlli the ietPtrtllniation of tilt gore.t.ii'ilit Of 1litt "O',Iry to) lie Wllhill its
11e(-4, ml to puchase oiily ii forib~gq rrj.ku!ts tl,. .moinutlitk, for .* ieh
it iri f ilia lt' Iei ns T of piltme It il aI i nimtodi te ititre

in MlS3 the Pr,,ile id in Iiscrltn iilr I.r..til By stabiiqitiolt stated, litat old ft-
tlsh(e 'If so 4lldid iritIIl ~ol banrs were, be...kg repI.ce{ .! I3 IW by ]1iicis,
Among other thinWgs i said:

'Th( Soll( i[tr!¥,11 no (,n1'll11i sytem o a Inltof i Is i greater faPctor in lts
well-lring Ihla, the lihe pf its nl.n...y in eraugllgiig Ierr..s olf iI ni rrencies of
other liations.

"'. ' I Il't ie he flrink In stying that tile UnIctd Statefs .tks thell kilI
}f dollar whih a gr]l ,1 g e lji. he wll h.. liil s..ti.e punnrhasing porer and

f]ebt pliyly oUwin ais ile idoIlar value We hope to atni in llthe liar future. '[llt
obj artie I,*ns IOre Ii a tire good if olier [le l oisig ht.lhan S iid l Ii*r1io fort ar onlh
lo o (,l) Mi liris oD the po.l.l or frac'"

An objcttive staiy of tihe fiotatnilai polics pugslied by tre nations of ilie
t;}o(I to v(r ti ll a si I I0 yall' drs losnor iford i...(lt .o .ira. i lglleln ii inly
opinion. or thie bS14el h lint. sl'akin. g.Ierllly, tile gov"er.t.i.llsl no b I killll..rupt
Will sulhdlol'lv pfolt'iaIlrid jil[id l nij til f inl ios I iir.'.wh(l ic hi' IhIb beii built lip
(>)%'r Tily I..elili Itite of pIling 1,1et u[H dftbt lioIo llurr'uwlrg further to pity tihe
in tenst ".ln), tbest' dItI.

TIhIr is lothlrS. ohig f r ,se. In thisd leislatliol which ets up lillyy anCy wh[ichb
('l in(lo I' tihe I4tloII olf t i'y go'II Ilrittin tol~ Se lites. it nity prolest. It
fliy wtlllladrw si .llirt. ]it lin the it~illare it isltlly tle antioni iof an Indir¥luat
gov Irr me.int, shi( will dti mi.ii.i t Otie hl(r or Hi ,(I the cralit of thit acountry Is *,-

otnlllca ly soii.
Befe,-p going fltlheo lrssiibly T shouhilil point it.l h.it wllatf I ati ledilg ii D o is

adt aoea .. v of I Wt wi illldlwai lf tIile I[Yited ll ttis filmin IhI inetrntaiont l
s1(cn. tint 1a sugglesth.iO thit hen w k . it ...ue i nltkt ,*flllin[, s b sh..tld . .. l. alln c
Is tO low far ie ig e blto ntlt ie itulltion iy Uniluateral altlio. dipt.ing.

,with oeah spe'il eise ul mi ilt iierils.
NOW, Mr. Chl]m, o (oInln. I..o, l d to (torloliill provisions which sem 1o Uln

part .ll.r..y ha1imf, i. I will fill statp Igerally, that Ane'rini llhteriests are

Te'l rittoilt IV Wo, o l grtreitln l a ire [,arlty ¥...ll lS. Olbtlesly legisaioa n to
imlple.m...t trit~tis sI1.1.1.1 Illt i- 'OUS'ltireuIqI by (rolg'ess uttil the treaties them-
s(l[V(es halaw n)( ritiedl] s Il acnordanle with thel pinmreOdu re ll idown in ho (!oosti-
tutlo of thei I ,lteMd Stles. This conmtenl Io firotfiled hy the fhlLt lint the inler
* IRatioloul oill i lr*!nitpt, Which p[ raldt.y 1s the* n( Ir~ vf, .rr..l to by th, I'esl."Idnt
ill his Itaissttge u i'g tlrllni'idlrre Ilct'l.,,ll mor {lit!' IBrrltrtn WVoods ,gn riments mit\
tt'ltariitet ized I1 iso part "if I1 entsist et whol,"' i s now, rcIr-I...l...g to Ihe press.
birng n[il(id],rod ty the IFor-en tilitiltlus ConUmiltec of ith, Sl*.t. its nI treaty.

Ais for hi! rlolal tinls enulrdiod Inl se-llon, 5 anidl G, of S. 540, iit hOlIlr[ Ir
tIotd th[ [theNI 4 rs I'Or It'u¢iol l'l t it ill Ilt, gll!tI iruir. jI[]. tlhorPlr arle Ilot
bitlldig upot the repmetntatlves if hth forti!gim tafiois who iadhere o t... agIee?-
i..l. 1s. Tihe rservltionls is set fPiln Ii 8. 540) ire. th.erfhre i.lere!y advisry

to the A\nle te. ..n. ...a er i o who ?iflI [1tI It nll tIed to the hi1- oI if'Iireel ri
oIf t[{ Rult, yr of the b/ink. It WOlm ,lertintby 2tu)11 posqil)le, if 'It probable.
[hat Tieo Uilhx S{Htr; ronlri he cottII itti! to poicies It ,arIIti..e Withl II, reser-
vations set forth in se.lions 5 itd i of S. 510 if the Ahricall nprnenetative on
the boallrd of dirll, t'r of fliti' ..r.l, or of inl bank, sh+ould] castl hi ,t(e eontrtry
tO tho .'runtllpr. $uch ii r-ote would be ilnldiml' regardl,,, I, to [wietlier It
wfis , iSt thIr i Igh !i¥Ot, Iglige .I... i Wilfl ll .srg.lrII to the reservat ....

In ihlh t, of the Bti[olli WOIxS igrkuiiwi.t Citr th,' pstouhllslm,at of the
fulnid, you will "hserre i at thill .irtitlilt istIrmits ullld Amerirani Casts to be*
sold for forilgol [}i p.per .. o.i. 7. 1....it id lh at th t'll purpos if it Hiese aglun s is
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to Lestabish ftorign, iaper money on a soud basis I contend there is nothiigi Il
lie history of the ha inig] of I re.i.glln paerl currenc" y by ihe goy rmn Ienlts of iul,
whI¢'h gyevs any 45.. s .lraI.Le that iI Snl Le in(r)'!i;n *elrr[te[y .l[01 may aishlr,
sny unr of the govrlmlnloo ts that lmay be a signule tory to h ireiiiil 5, illay ,,ot
by its uwn a-tioll coml, I yiel ¥ itilate the fore, a'd iLedl of a ilylh iig 1ith th e llner~
at itll fu11i or the int'rnatoioal biil. k - n ioo.
Ill .. king this ci wicisuk o th le opr'atos f foreilg gCverm.. ents, perhapa I

slhold Iiijiet it til, liint , onoont thit It Wais ont niil tllhe [lited Slta[
enter!d jillti tll' piioi'I of de ti of lle United Ltates dollar, that any.

ie coilhll IIIt a Ilg(It ill our gov.l.l.r.mept andl ,assrt flt it was i ot phdgoed to
the prflciple set ortIil by AOl'xilt ler 1amItolton, that honesty I the btest polic.
We a re riot. I regret to say, in the picture 11ow with Iicl ain ri ds.

llWleqI , ils illly (, s h. Ply t llw*etd Tho bblk ttgl'"tlT fioi, ar ti'lh ILL, sot-
tlon a5, pingrgi ph (ii) foridis any Ir*jullrle ol i hit a inlt or Alli' r lw mley Sihll
be spent io the! nited Slates in olher words, IllK 1oey whieh we adwrricP
CaiilO bL ell'lmlllrked for iho 1[v(Ilopinell tof Am ricaa exports, which prtu..il.Illy
is one of lie reasonis why we ala cornsidering this quest ion it al .

II will i ols.rlV.d ihat . illder tile pro.isions of article VII. ,etoln 2, tilhe fdl
,irlPenpll (1llpnls li( tUoIIld stlrto ill !tmet [l pl'lQl'ld(} , ...irliltt] ]arket fto
theil, world's goldI prodetionl It is, of colrns. , ldisu)tfable that our dea]luatiot, of
the Ameri'oan gold Idotli illit I le goe P0l lkicy W hi hli o(Ip Ocivelrelt l$s pir-
SupdI iln ii, prchllael Ot gilMd t at hifitll0i price has constltted what mLly be
frankly rl a .d ..ls L.l ... '..l ..ls sulsily to th flritishl, rId.. p I'obl]ly. ,Ilso to
SovitMt TRussia. Tlhi e IrItt Ihnli r'k. as he i. ... Lrs otf t ile e lmlt toe weiI ,l i own,
Fi ot Of hi Chi [' podiicer of gol/d In ille Wlortd. Ilkien. I would like to poiat out
to the (eoIlit I m It eoIiile sers, hi (..t.xt ilremly miirftiillt. it Itlliiii.
now to lip Ith pIo.i cy of Il, Soviet CGol *'niol]e ti i ao a llii sosin g of gr..al ti. llIy
for the ULited Statws, but in spite of our tIlOtlLOls ontiJhbtions to tir alr
effort, liad I (o i..t i ii. ... way desir e 1o detract froI thet value of thllt effort.
W llhve hover yet b]l D1[,414 U) got l ny I]iflroiniitioII frolm M]d)SCOW Ilk regard to
goldl )rodiition i il,, Iilii I lthilk. ML, Chairni:l I rii jsiirhfd iil sryinig ti)lt
tlis] Rliforlrrtiio is ¥iDI] to II dtio'lrlitti if ill'; sucIh tll its a; yo, gtnitlenleml
*ue b!ing: a4irl to ]eisWlate upoln today. In this ollte11H Pt .I. el rhe .Oin-
Ifilliter [I pge 87, 'If lb(+ Jlatni 1]1O5 iinil Of ttli V,'!l,'it .... v .'l letin. It
1I thire! til ri)lh that I'No i'(ai]{r tIOVe!I'IIt st1iilstics, oil gold prodetlou in
OiSSR e Ivlilatllo * t." 11 otlhr wirs, yvo . re n. kI!l to draw a blank
cihek for i{ beneittli, ov ( i%)et (.l..ruilmlt OHn l[i] It .. r..llCP thatll if the Soviet
Govrnllllt i.It allitif, thi imIItion ods as, riwi'glit it ill lt]n till y)oi what
thell gold protdltioti of Soayte ltinsla is, or, ;lt lEast, tihey ,il tell you what they
,ill walit yv'ik t Hlinlk it IS. I (l( It walnt to, be sareastie in riff e.n... to till
S(oiel L,1itneL i ,tl, kill niptbl krs If ihe oliloliitlie lIl hii" wll aIwar thiat ii-
thoulgh wI have ben c.rryilng oI a I..hieIid iulitary effort. Andr'iealflIlIary

blsirlvers have not {euil a Ioit In {o {o ie {ussian frol arid st, what is ,cti, alt y
goinJg o, with ithe Ixc.,pjoit of s..n... .pecl OCt[siOhbs. lthed, I underktltlid our a
nHilllty ,i1jsSiotIs iIl ]il1aiiR and Itllgliil Wire atuilly e;iellled by the IlI( to
l.it.le's IO t ilt, [LUssiln fort es hin thie arla

It slookms t0 io thalit IL fai inltl iltltol of lie f.I {ll i .g]'.....{t is that lltcle I,
prll]gallphs anl{ 6. and artitle, VI, st-on 1, pimttJigrttph (D)), give thIe dtlail-
Is~titlers of the fitl] ]owelr t)o book IUlleid StaJPte Clipit tll olli'tlteats abrori
uruuhir coertainii ot..iti..uim, HirI. . ol...f q ,l tlh, fIIl aLgrunllenit, ill miy opiti¢lon,
gives ImW(r. to forbid the Ieplyineit of war debts, If the alliinlstraloi of the
fint{ ni s,1ol ( I eoidlSter 11i¢h i't,]la.y p io tl1i injo lla O In this .eti.i .ovii, f ,C lleo .
thle COllnilittee wil Ea r ino m iia that we are d]ariLl withI L' irio thif ledtailt-
lsg lhutors, sea..! of wthose reTpreselttives It thi 1,t1 have 'hrarl¢{r?{l d the
Ultteld StiaiiteS as Uni' Shy[lock.

Tho bink ilgleoiplln while olt!noiibly forbidding illy hm1n1 of our fulds witlolt
our toenrtt in reality, i lily elloiil, {]oes inio (o so. I y tIII his .r.i.4... the{ Ialnk
Js lot re..trlictd iii is pow(Fr I0 bly gold with oI1 elids In'o1t iin tle hank.

Artilel 1V, iltlil 2. paiagraiih (a), Drorile illttii hg[ irolevant nntltier) that
"All other l urrenie ailable {o the hitlnk liuchi.lpig * , hlitoe otaiil l] by
the 8ale of gold, I* silall Ie lmd Io ,xehair..(d for oLier curr, cio I
grld rOquireh ]1u the peratoltS o. f {ht· bluk WIithOltt ietrictiiii by thye iriLolbIrs
w l.s.., c il liiioes r)e ol, (,re - It wolId Sinl li rul thl lS by die poll hase of gold
alid Its It bspien(It sI rl. ("ir flunll liI lit i]egally be rinod lIroni ouir c(Altr ol. Ii,
afiltliOii to that, Illt (llllllllktoc Will IiOD tht tlilny goId we eoeribrldted woul he
lmnedi t ely free of auy r..stiirIts from the United Staits.
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Now I C1Ill, to tl ll nio w hich I think is lotettiafly one of thI most dangerous
fearturvs of these igr,,fluts t Oll r Americ.an eC.iiolly. If the onilufittith will
refer. o ailrille IX, ,etiilo 2, of the fund Iilg..i.l.l(lit, it will oIberre that:

"The flnd shall I...ssca fill JuridiCal wtI..l.ll.it. lll(l, ill larticular, the
caplcity:

L. To i.onltract.S '2. To ,i iit it] dispoeo i] uiun atli iil a iltd e ,e propr ty.
,2. TO inslt ute 1I,) p1orodingS.`
'rit! Oillli4 will al'J. flserve tIht Nile phrastQology Just quorum is identhai

with urtileh VIi. sidioih q, of the balik tigr.¢(wltit, ,xteipt, of course, that In tile
bank agreonlent it the word "I ' Is lls...n ted fo r "OtlL"

Now let 11,i pillt ou, that Ih ilis ii,,boIl.ei. of tili llld, ulitrr provision of
artile, V, *.vtioli 4, Of [he fnllld 1aeiIwul'{ht, it is PIostlIe for . litaliie er to p)lHati
OIo lgi exchange i. IU aliin ited qlilrtliUite, iartic'lallY If iii nienlIr is wiliniif g to
p6,igeP collahr*ral ronisisting of "arteltablt :aets'.

Ttirthrrinoie. the I...i.ii.it( will no..e thIt tt bittl; hill bri,,l pow1er to mak.e
or) giuarteel b}un}lll,, lllidililg tlI of Iort ii' l, ll ... sll o 1 it IIoli [ela that the

baTik also coildi tl~t'(b} l]htlg, Of (tI{tmI,,.{
LeItl Ie m lm' trlt Artilob I X, S{ct1o1 , r ilD, ptmrh (;), of ti' fund sttl les:
'Ilh m..llu , i ts it, ll, l1*J)J'rIty, *il .l .l..., alid /S o il ltili lt llll t.i..1Sitclit

suitiIhrized illi litlselrm(ilir, shall , iil llltt IIll iio l 11th , taxti al from all

Tills p hrnlseology I, ilidlrr wth I Irthie ¥[i 8i!, /Illonl 9, paro1grjll[ (a) I, of thE"
)111kgk ilgel ilhllt. excIl hIe"re agaI II I all your ;titeitin to liii! fit that I'l lwor Il

"bU lk' Is tibhsl it rIlld fIor I ti Illl, ; li. I 'I iil .
VIillli rutI t[ I{h Ik oit, i t (..f liit fril li analysis o ilie ]iitllill Wooils agrE, -

ihilIits wlhl, aIal il)i t pl*g (ISI 4, of the (!,ligr, siiial R'ord, (if Atigtst 8,
J944:

Thius bith th, firlit] Illd lit I. rll{ ]hmI tli i Ver. thriio..gh their utlthOirizo
Inenli, Ii ailtUi'u iir atlh proplelrt ll't<.{... fillr bring ,tulh it po'rly itac ilth
UnhI, ;ts an dSs f i withiri tiii laymenit 'f ally (,I]IilB (itsy.

8]j,Iifi, (\IlItjll] Of Wai[ .. ight hIptp. . i. uip lma, lgrtltmlieiits ( p,iI loe
i-[tjhlipl}'( ihlflu,00ltly hlWt O.. oI h"I[(t[iti!. I, tie I'o &if I .. .luid. .....
that I a itiih $I00, if...Iiifa.t.I'r1i, 'isllt's dollatrs til ulyti AlIIItitt Iii[ [npiiry.

dIlls ..v.r.iu.tiIr njl Iies to hi, olud payig ill [WOlds suildth bty the .i/..n.If
faetiierr, blit IllSo 1tilg lilt > t, lIl..... qqll or ') 10,(,01 phiirt f 1 ... I,,
whip hlI iS Isiuti[bl, tip S(ll jIaillally in ti, utdhidti Stabts 4beiiSm of our tariff.

.'the l](]hii[,y ]> bIOu.ght, hilt the nInuItlfli+r N> litlitk to sdilpily his ga¥-
,!ruItltt With tloll'l' It} r*Thtclnse illt [ ni[ Thi(! ,I..l.I thin clduh] sill thI

.hops ill lie IU itel Stles Withifil[t {hylng lII dllly, tilluiby replelisliitlg its
sulpply of IoIlars, alld hlrthul[>Ill rIi' [i II lltils orgintl/y pilld il 1) IIIe

aII'llla t'tltle i
Thl only tlltI re.... In jo(!itnrl by list haItk woillit S tli> It Iw o1ld leind.1ol]tls 1it till 4oIiH tipIifql .t ... .t.e t .aisacrIo s[il l]hIt I l ni[nff]ftulIllI wo.l.d

defalllt OI a ]oin, i-tithlr Ihan Oni Iipitral[ II i7Mpllrt'lws. .. IOll'J with d(11;ir.,
I'li itli k MOul]] ri0itb<'eIl ig,'{ ' (1i1 the fi i ',)ikAl If Ie eollatIral The

A, '; ]I}W , Nv ltt(, It ]iUggvlq Illit while sAletiolln iIi ?I(! , 8 1{,

prmiihms .If thl fimln 1gi
p

IIh
1
, yet il {l'iti 4) f0ui

I
(.IT.. . er... I I. 1 ie ( fiil I

nlter lit valor oif tIh dlollar ,,I mlit It/ ph l
u I d thle, nI'jity of its I.I...e.s,

This IoI... ll ],{( (1, ltrw by It111ring thti gold liar VII ldl' If liy ,r ;t}l [uI cI'inn e IlrrenIfli
Th' f ffi,]htiviiss of our tariff SInfl ,,tl oli test toye' l]

y raisinig the relative
'll" oIf (hI jillllilt it, Wle, Wli{{o .. l.ki.i< i irtiipisiibil for llt o sell ,ur .x.l.rts

ablom,ol} d d o]I old eso t)] fortigni rIlheIts Io, b, sulhl il ouf inaia ,i] with]ouIt bring
.lseiioSk lhiiipnd{ by oIIr tai'ff inplosts
I ier itrieh VII of Ith IIrld Ia + eIr{... t, i I'{!]ti- I g [I { /I/Irce( ellIrel-tll ies, II also

Till's, inl.. 1II&ro'tO WoII rls IgtirilltS tuitH' mifo at ilest tWO wtu0s o(prf'eu
~.ittlg Inn tariff airs ]W nd of ]i..lt}irg Oir %,xpuIl trIhdl' SO tilt it ik (1chlenlt that
almost r'ci..lellt, oly of I'lr tradhe. Illth d',nastie {1I fYireiggi. ('n be taken
ollt oyOIu hililds ]ty R illiljorily vitt of th, forejigii9 un lroHIe borlits ;et upII > ,der

Th, p,",lg.e f legisltition which wouhld lake jllsi4 le fl.rign @pntrol over our
.(nmll dity phile sy/ytnl is a r, r cry fromi th, AIih'Y laid dI In hy the A,,n eritar
delegates appinled by Presid]nit Rooevelt to the Wol;d IMcn.tI]'y an. kI I 10mic
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Oforierent, held i, LUt.lnot, II I4. At t hi t inl mir delegate s le{larl
'. I \ %i I i.. il ftUI * Ill At, 1iir iall Ill, a...l ity ]rpietM. WVhat i tO be
h, valte orI thell dollar in termnis of foeig, mirenries is not lilid taun , e our
illmin.liat , ceqlctq11

Nol% MI. (lllriCta I kloW tlIIat ophiloll illi rgardtol the desijihilily of Amer-
kun htriff lawvsy nti N al, ied tlhmru....l.l , llt 1llIt SlIMllf tis ar tll( ilt4'lSlS Of
ldivjiduals iffecteil by t hes.e laws, luit 1i !lJ$ a tre you, that'ilit orgaitilitilit IXcing
lt'l IOSed O.. I ll.seit.l.ives i.if ipalrl diA:ltlies rc t isti. qil..t.io. .. i. f.li.oIO

tile o'iput of siltish interest, lIt solely flrot t1le viewoiel. of its b0Mig41 on the
w.1ioll j... welflE.. W, do no. . l.ieveo i sit it I osiblt. to naintalih or Aer -
iti standulard if livillg, if A 'iiei bll [IuIIr i 'iUiI .......tlr Iotl fri.i the .o.u.qililiou

of laibor jirohlaningl idcatlcal proIucts iln forign oIti'S liltdle to] itlins, niltl
fIrl W/g!,S tterly ir!llgn4lnr to Aii"ean deals o{' .t].Llt .y

M2r ( hII'Ir.. l si. ItIIs It nw fll al thalt Itba tt Hlftli shol.ld .. iulll b that
the I..bjorIy oif voto; Il the/ I.nai o direIto10s of lhe f.un.. Idd tile hnink ai to ht
held by the rl i 't ts of [illrul ntios t h bVtsy illhay the lb, r
to tperl,,t, the' fund aid the D lllk il tili, OWl Interest, 'bis iute rest, If cmrse,
will milit"te agllNt aiIt 0 pl,, tnn ity bhilug git,,e for iie ttitltd Silh8 Io lmlke,
tis oi the Ihrl! il the ll g r:,NnltIts e whh i(,11tlw itlaijniity ..i...y Q!111)OV [o

co¢n rl;~i¢ disa .vaIntage,.
A (iSpit h llnlt lool['I4nilly 12, anlI Italishidl i the New Yok Times,

If Tlltdyi ]blmlry 18. 1142. mnks i chtr lhai b. lritiyh do ],nt Ipc iilIs,
Ihe ,a 4ghil Ill 1y sIilh sit}iiloi as I b'III ult-islgid. In this lilislut&Ih Mr.

iharh, J WltIrhltlsst%, It]JilltiiIiitlIr serl ilt f twhe Boar(d of Trade., is jfieteN
aIs sayilg thllt 'Britain illl prei'nrI Is .imm'ri jefv....i.l.i(y in tl hw postWit
trailng era, bsInhg Ih binte.t..llorinl] ildt, upo tbc isl]y 4f firslt molsllertin
for the BrtlIsh (,','tnoiw1wt lth" TILi-. sr illg illat Brlitaill w(uld willingly
eniter into tIad . i...ots with thp lyitId Sts alid HlussiL I li adled that
bolh Io..I.trltrfs nust ti.lep..tan.I thlt rihiain wo.ld not fPllIow any snbstryitmt
pllyv lBc( nlduI"Ilbg sl-h tgeTIwn"i Iir. YlU hae lli ll rilishi psibtion sft ntI
plil, frnlly. .. and. y .[ ('haIirnlllt a li. W . le, lo Say to the htnmllitlel thirt rh osi

Ilo., w'[il'h M,' Wtitu'rhsi..., tlakes is, from a Brils]i st/liph.silut, ; holly snuisi.
Now, Mr. Chatairrua. t(h1ere rnl, miN in ,.4 MO, su}itedI lt your apbprovadl. one

item1 whlbh I will Ten'd. vor to t¢*Ic with aa brihfly aM pIsHihihe. I refer tO I],1 realt
of the Jhnson At.

At o... itlmllU .. ..i.Ve.ltiorI. to whheIh referoiie has i.{IlI.d. Itt(li maitsi the
gates ad.. t ... a reolution .l..lo 11osll[y 5 t Ith s[t11s 8(![ for th[e AiI1fican (oHl ioinst
iiijhatlth op/lsit...t I" this pirelsat. A 'olp it tis res$olutlJOl is u111)Tpllei[bl fro'

(lie I'IrI}iileralioIIt of tite (CoI]bill.:

"Whereas IhE "i.hl¢ If the UTl]fitlttes' suifted grievotts ]lttnneiull iot II fr'nt
hinVestlltlllt iln hIn..s oitf fnorebign jIulol., which su IicitiIy wAetl ito dfaulit 4

rifter tlh First Wevt-hi Ware: and
"WIlrl¥1ls laly baNkplt Uatiowls 'visa U Iloat flew loals for ti h Identical [imr-

poses wlich, fa[[wl ,I t IbJ iv pr{!¥iii, Sitni siat tiCOil(Itfll r¢.ho HI t l-
tio. of tleh nntluls;

"Vhlr'as the initrlo1. sir I['l Itls{!¥elld .t..y f..llwhr fi.tation in 11h Ulnited
StateW. of I.a.Is ... by ]tilion It, de filllt It tht · tidtei States .o......t; i .tlI

"Whetrea a lIe "oriliwsnn ol' thsl glolbl mullt theIn will Ni gnrslr iconA
than1 eve bef,;e for protettiorl If Am.1,i(d ii nt erists in the pre.. ises; hI' It

hl}CSftl*vcl, IThat theI AitItit'[lal 0'hlft~lI. iIi uinnual ¥ lleilor ilSNlibled.
o.iqu.t~s the rit'll of time J ilhimmnt; i 1t arid bie it fnrthr

",Lof.rOflsdl~ That the pI'ovisijiis of Ih* .[olnsiii ilt Shldlie extended to iti-hitdl
deftlilts by fIoreIign nation.s (1'n ,iitlttions tIn At,,iiit, rmtIzs.

I ilirepiate. of eOlitr, that S.' M 7 Iproxids for a q.ualifiedl real r:ither than
tlm l{]soA~lUte up}l,, but tiilH S f ar ls We are! .onI'lrlr..d It ai iliini on Wiuoltl[t St
dIjforerw. 'Ihe reliill potidlerd inl Iil hill I, c.i.milled. ni fPIls Ilh' bhine*ts it

(oif!rg (In foreign narions, to IlitimIns whol (hiOS( I0 )articipate in it,, Betloni

As I analyze this ilai, -MI. hnllrnwn, I I A 'ltmot ilnlagille that Imiy of the blink-
rumlt ialttts will rIIjd It, Why should thli s[urn sIl-h at gift? If tley tpl)V*
thbi. plati ailel yon relp'a/ the JIohnSont At, yel will imufy l11 thleir previo- ... I
fIult]s oI hIleir tebti arid Olift tim. wrly fIr tih iSNillq! of .ew obligltion nIL the
AntelIninhtll r whi.hh I ¥rttitre o11l', will be nmt Io repudiated as eoiiditlons"
Wilyrs, t when thIr ]nat to'.
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'i, he st..r.. Mr. (lhainian, the bill now belfre the o.n.litTllc ainis to r,,sib-
fish Ili4 solvenicy of~ th(! [rlkr1Dt nati,!ns of theorl. Ay one Aleof thse tluliios
Whicli determiie l to l lellr its exp.t.litulres to lit.is whitch lie withit its inea..,
will IUtollulti(ally [rPline solentad illtdi it it C tr4 lIl" OlVenIl, there is nothilin to
Pi.reveit sIch A natioln ethlf!,ig It, l IflIiilts, arld thereby aijinte thell right to s-ll
Its secri'iie, Ill bt AnIeieetti, iIrket, Let us not, therefofre, Ipeat tie' follies
of t e l ilutill, Il twltie, W5l, w0 tCiel I T inke bankrllt nat iloS So louIt by

o lputliilg thell, furlther ilto debt
I valt,11e t( KI.l, IM rI. (IillaiIIuIIaI, thil If t'orwres* relpeas the Jilinslciuxl A t, there

will lia 'lea ilunpl]icftiiL, to AIlle(!ati lnistotS that fireig, seliitties Isse4 ill
fuitIre hby the ntions ... * jt dgilflt w]~ ill h Hld. It lo'e .. i. ot sem I( t111hIn]
(',fhgrlQ( shoIll . ka! one s,, elp forwar¥1 to give ,,,h an lbipt.ssi.. i to fith Aiirieall
prlalll/ Llt 'I Iot forget thn I Abtleitlla ihvnr..s. .. ' e!1,. ru.i. d to utI1 Ill lte
ip*hlnblltliOri of (4,rIttany by, ltu)ilug IlI/ ]iIret Onilglallon' If the 1{ R[eh, its Mii-
dlislriBi, a, lltl i.. e[.ilpaili. Tqhis ,let 1 say, W approve, [by ICl the
qilprals" of Fif.... .. ngEle l, nd.I th, UWtited 8tts, a.id . h.I Io urse, nIltc ,In il
Jlst. two Itliig, hlliprllillg. Fistw, s ,plid aI lalgi pito If tI o ' hieh
(lerlan7 [Viis r(!li(l to pI.) as mId,,ijijWi for I... doI t 'll(fin which she

rl'oughl dnruttl the ilest %alI IaIl, Lyeoely, it helped toiward tIhe r ,ar,...Int
iaf [i! ROl tid tIe rv', apllln[ioB If hOSilities whh hIae not yet b1ee brought
to a sutcicsfill lose. Whlen America French.. , Bri ililL , and ultlcel binkers
stwqipnil I... leniang, t tiy stopped paying lher rI iration~. SolmS, Iyni I,,f ltly
,ailth[ ilh ,ilily lhinllI g .. in. I I... letruni'd from histity, is that le llaS hlstin*I

loilltIg f{ralll Ii[slOryr I ltan ]eOfullI, 1howe¥r, iait il ,l 1the.se /hatters, we sal.l
II )be s olate Is to ]]final mrLseil1s Io 11e financial n'tlrad of bhese fo reigl

stitr e,, { ll I'C l 1 i..lt l reory s,. .. Il I...
S1re'ly, Mi'. ('h [lllna, this Oriiittee 1h111 Ill flotI Ilh(e c1""Idl whiche I ..o..e

frOt i t[he saI fi, Per; un bonS t3 {I tleit NpW York [ftllnllt'lt instiltltion.
flne so i ondsY,you will ritail I were isuepI tit froIm 9¼~ to l(.I6/%, but Irfler issue,.
it wits not IOi. t behtre they ]tld Iilk ta th, pric+ of 4% This was aiding In the
deveiojtiienit .f If inckwntrld shite with, a VIItt!ennie, it at a rmtuI rust If the
AuI/ne1,1 Widow tldii Ol' lh n whos1t wuak iu, wglll w ere, tu'lIptihd to bly thse )onl.ds

wl rlig Il tlb high rat of ilnter-est which they Ietlrlril. I. -I shuld sly, wre Sip-

iThe Cont lTittee Is llaWae, Of ,,C Mthat il I.... .t wleeks her l n renewedI
activity in olans issbelled by tile RIItuIill G{oo¥rtlMallt 11 ]916 to help defray the
',51 0f partipatilmln in thfe FirSt Woildi Wil agallnt ierinaiy. T'1he bol.dS
we " I .[.l.. lt .. n delitee' o>f ilt('i.lalOIn.f JliW [y the presen t I Govrn i/ely obif
t[,ssII ..i..l ts Ire' .i.lnl to pow la. Hi e"ere. it] 19 a joint ,sta tement was

issued by PIae lent Roosevelt aI[d qr . Litinov. thrp oleotil i(e USSR, which

I, aldfltilO ti th' agrefnt llwIit w llihh avle,¥ simed lI today b, here its, taken
die ..ll in l lxlll Of xiJewS tl l rebard i t mtlotis tf .e'ttlJng all mutstnrdiiigO P'teilhs of 1...n. h l/ess IlrLn (a Idl lid that erlnIdts I ill Wto p, for I .. '(y anId

tat isflI bloy sal Uti O.. of ths, questions which hit It4mr (yorullnlyllts desire to
iu1ve1 Olit of Ille way as soorn as pamssililp.

1IM l' WI! ]ItOt ilt Washington for sevr'al 'lays for further dis-

No.w the A..lr.ll ri ilvestors who nb.Illy iirve pi,, c reliance llrptl this pliedge
tre hile slijiet if a statentent by lion. arry I). While, Assaiiltat Seretary

of ll{ IUiieh States T'asluy, nni one of tIe chief exX]JIl{rt,, oof the legislationl
IlW hfol' otll, ill Which be refered 1o therlm as "suckerl.'. lfrlberumore, he is
quted alll l g '<ro dals are, bein g ude; none, I... bree£ made. ,,,d tonet is

it. {hil]lit.ll.l., I 'es.Ptrl11iy sluget il if It Is thbe{ the polt'y cit te exeei
ire, I.,th of 4.u.. Gmerntet -to hoalt(,e'ize American investors I foeting
.o..s ras '~stlpkeis" tild lkplavy ]...azei. ildIfflerenle<' a18 to heir fate, it IPhlfves

(IC..grgSs tO ttagrlr r peiopl Iagalnst aly ftllmlpe sale, In the AtiaeiiH{r in1rket
if [I01..l 1I1ssual by foreignl 9 0 gvernmlentl. l. lit defult{ u),o their d]ebts What
Otit. J. r...ow b1elg aSke-d to do, gel'tlenen, Is tot rttify su'ch ,efltl, anil o1 tpen

the Wity for mnore of thelm, hy the Ifixge of S. -44).
I1n conclusion, 5I. Cialttnallet me s!tIII I o...r OIfljttloIs 0 S. 540
1. & 54) COxisltltteS, It ollr opiniol, ,1 effort to evade the conlgtittiiortl prhl-

isluit which r{!trltiles 8Ibe ra1tificaltion oIf treaIles by I vote of two-thlrds of the
Mel, el1 iof till Stentrte pre, lit.
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2. 'hll BrOton WooDllS Agreenlenta, impleentld by S. ,540, are amenttblyb
inadlequlate iin settlg 1ip afnreguarls for vitali Amnrican Iinere sts.
3, Thile Birettto, Wl is Ag9reelts, ilpkteulteld by 8. 540, ,ould give power

to bhe Drepre tatives of foreign na Juns 1o destry ith Auerkiln export mrIllkets.
4. The Bretton WooIds lAgjnliU, implpiuented by S. 541, would place Llie

celli'l of 'lt tartif p 1tl [S ia lte hilll'ds of r epreseutaihes f foreilgl naftiio s
I ll 1w, h, Autelo' da .l .... t II and ket Ion , ilflux I4 f ... qg prodits.

5. Thl Bfin a. .V ,,,ts Agreemen ts, fin lemented by I. 540. would In effect
eonlxl 'the, l[iled States to provide al unil imited market for the world's pro
{~tl( r ~l)llI o gld

6. S. 540 il effect weUld ratify the deflil ais of o lol'eigu debtors who adhere
to the Iilrt on VWoois Agreements.

7. 5. S540 wiouli o tahe Amtlricn Iudret to sale if foretignl .(.:.riitiis of
1it t111s whos1e lreoild of prior defcuIts is bal, andi, in some c'ass, slinlless.

&. 8. 54*) would111 ivitlbly mlrge tie sov.reignty of ilte Initiedl Sulo, iu thie
,achinery of a sIle r..Oveln aleiid,

FoI all ,ihe,, rtisos, 5Mr. laa rnmm I eplmse on behalf of tie Aimricaln
Coalition, fivdrablt action on . 540.

Jenx B. Tauvni.

IEMl 0IIAN'VM 10 111l S$•N IE (0MMII[Erk ON BAl 1 1 NO AlND ('JltIEtWXO OUN fl
BUilroN WWIos IlOP}i8i p LS y0I1i AX INITFINA1noNi k ON ;l*AIR' YVNI) AND F,
AN InTRi1N21A[IONL IBNK\ Fur RecoAsTTlttFIL n AllD D]EyEioDml Y E} I1lA
M. F'RnAN, , Nlrw Youx, N. Y.

I

ITe Br,,ton Woods prposoulIs coltitRC the most exIensive pIlas (or ihtar-
N....i..I O),tUofttpic"k h,~ hIl Pit.['rley teve] a large iir,,thiilqadtl .et..t..ti.

Which is ince Iary f tIne worl, is ti have mare 0 Inlu prolrity.
I fivw ,he Idoptiol of thle IWOtNIt WIods prl(isuals. With ile aImtls ,,rd put

piI1rle[ (UtIe is I1iiive,4l agaleenle. h'Ile diifercnres irvll, ibout the ma-
ehlltrly andi the AlthiI dlmintedly. IhI.e ire not idea l. lweer, if there
is fill l .i...t'lllly fir ifr aniid freqi1ll l dlllltelllltel~, trele Shou lld( , i Colilif(Ullin

lipt~rOttfltiklt i thli nia(hiilly Ilin ultiads a iher f resltdof xibri i1uo When
tle t I I Il 1 eSr;i 8r,1s11 wi als *stlai hi nd, it alJo was far f ron p)erfet. As
tle ,esuit of e ..l!irent .and i M'lld d eI'rro, the flit*! il ] Re1ser-ve Brink ACt was
ellselid i1)qt I i nli s t111e, 1914. A.idI It is not yt [,ifect. 'le imiipoirtant
falrt wlis ,liIt tle F tlirFal 1tlerve System was establslhlel and (he pos.Jbiilkts
for ijterl~nitielt Niit! e¥ver presel[.

'j11ut CA il s t.l.i....i..t , I[ ]r!et Wlt ods jirlt isils fig [a. t (ji Oilt litller uri -
l'art[tt 'I. ..V...., i ,ltlr .e1 l' I T..O .tittelti.....l. Vid(]ty WlIi de. ertuiti1jl sol bly [y
ttrlitllll~1111S[ p0y. Beside, thII 1lck of no gl bast! hft a pape'r ullrrc ...y }ntittry
wiho it y113, lilti. . (It bllditI de(fitli, 1 ii.i..lll ll ti i [ i Et lIe C fllatleId)iiIY >e
Ililapr illto golid liIewevt l> erI 1se Ihyld be 11oil t an stable em.rri els. W
(vel n . p Iaper biiaSl If Slmu intelitalttItllM h[Il]y (*itqld sf~ tp .rlt1i ,riliples
fot ,he Iterrol{ eriut(1i' land to guide ,itrnaal il]iy.

ThIere is nIthillg it.rei abI ut a price Ie..l ]oiT,ok's istory of Pri(es sine
lain Sho'vs , Iug ... l'n rp Itld (1 itehadHl r.shg kirpi,>. Our ilstI. .... Ii ce level is
Inllh h Tigher lhin11 i ritul.tlr y ago. It will irtbltllay ba still hightr ii another
lmlllllry. TfIn ItI re lll uh ..'lIhi t is .hl ..i I shdlld be graltl1 .. 11111 sIl o W.

V¥}[I}iit t]iigi's ill prJh' lq ,Ille, tit*, rtIlatit...lbthl het.Il dltitto tul.. crIdiltor
and, i.ore ijip.l.r.tt, bitw'.rl wallgs and elling prihs. Whln solling priees
I 'is f(~al lhlr l witgs,. I bln resllts. WTiltn seiig prices fall faster than

Nor Is ther ;iythtiig sace..d about exchange parities T'le rttempt to retain
tIn old ,xrha g[l[ t iiy fol ca.lielewy is (hhe lost N !1*sive forni oaf ,liolni vanit y.
this [ri ' lll h ! lrittis [ itisl q I. . rOIllr n thugh plaillull exp)erietmee iin pslhinhg the pounld
sAtiling an frioI iliprnxiirultely $4.4{I Iftr the list wait to $480 ill I9Ž5. Very
Aslow inl sill] e Ihi n ,gris Il enhatle ates arr e Ile mark of a d'liuic* soiiety.
anrg! nal vi olent llt Itl.iin s in exihange ratles disturb both tile iomestic ad

th'e ilterl tti..ii] II Peonmy. Tile reilllaon btet n w tiliinal tnd ejllterl creditors
is UTIet. The relation between Illtrts and exlprts Is dlsturbed with violent

relip .i.ll..t... U t p? iciIi on
The adInuiq t s if a 1 srlt gold standard ( overloo k its vital deftCt. The supMly

of gold diilerindes the price level, a1111 blOi1 orl depressNion. Yet; the supply of
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gold is an accident of history. From the end of the Civil War down to 1]93 tis
... lL.try suffer.ed lung nad fre.iu. d(eprssn rl a. n d .. riours unemployne{nt. It
was the great discovery of gold in South Aride and in Alaska thait determined
the CoUFs! of world ....OIIIny. We besli It able to emancipatle ourseyes from
goad if W+~ Sar,,citl[ i s,'!,lag II aiu x!111e11i14 firm in tbippIe I.r ..iui.lteiry

I...r lids suh i, s g old exrdiisi. It sholld not be inl.pisble to set up rules to
reveitP lII ei of i'nlltPoniAllud ..a .r curreny.W Th, tlIIrilaiv~ Ir r~ ellr. bithlr we pitl till ,nitntries on a gold bolai. andl

tliat wuldll be miiipssible, ar else we ilty- ot fIr a liniled peried a hbais of ex,
,htgleg, tiltoh Sili] rrIjjislulog gulld ls Lt!n Ieli"a n f rsettling ilhitirruthiIna] {)ahlanCI. s
btii not having tgit flee eirui/iin of gold if n lidividunl busies traLna*t ionrs.

Exehal.. y lotrs re mtrdbt iildiltor..-- To (Itte.pt a cure If basle ecoomic
fn ladjustnllai by anlitF ' If it xchli .ge rate, is as fulile as trying to beat the
bliu.' by iUitlUd a Islentch .e.l.r Ill ,Ierinsn.r.ter' bulb.

WhoIi t dterid ini the ratles of exchlaog? The cxprienui* of Europe after the
last war suPplpIs the ilver Exelbanige rates fluctuatie d wildly.

A. Theia tjge of gold to nI.les ii'and (leiesIits i} i ttI, Il h d tldai'tatI"it of ex
chanfge rat. If inotfis anid liisils can ,be b ededcnrad in oid bgoth Irterolmly and

tIlly, ojvhujlsy i rxell t¢ rate will bI, lh, gold I.ir.ty. If notes and
dtelsit, al...iOl [W, iudeinid. lIlt, ,xelil ar' ra,' will filuttats.

B IBudget balan. e or budget deficit onstitiute Ilds it determinialit of the
exchangpe ral. Whell atolllry lad lrgo ludxet ilic is, its oxIhangk! rat, fell
inl the wold markets. Thile reason Is obvious. Budget defcits wl usiually
SIeOiMlpll)ailed by printing paper money or by foreilig governm ent imaids iI.lO tile
banks and thus inereaslnm governmoent depositl. Tllerefor, notes and deposits
eiWld not be redeemdl in gold.

C. Anolth r ditermi nint of extallge rates Is the international bha lance of
pnymnents of a country. Credits In the intermi tioal balance of palnoultS rtsnit
fron a merchaidise exorts, tourist expenditures, foreign reminttal(es tU rSIdeilP.
and fnielg loans.

])eblt rieSlit fll ni ii... . r'oli tttuflcI( Illiro.ll.d.. p. IIymunts of ijllru[qst I)r
pril .ial oni foreign loans. These shotld balance. If the debi excted the
credits, gold ows out of thile Country. Therefore, noes and deposits may not
... r..d.iitnbale ill gxL. .i heielr,' ito- thillugu id, fail[s

if the liU nlti ..... .I un tiIrt In Illifu lan 1, l'IIoritor isi{l f[BIl ... I deal
with these hasic c uses and help the country to achieve budget bialac d and

halun Il the internltlonal payments. ehallnge rate stablity will follow
atomana tally. It would certainly be fu atile nto altp to ttemt ilizo eil xrhallgs
by any ,Iuch nilnial device as giving a country aceVss to a qllota in the

eniueltiolDil .h-UIielry FPiil.. If llulb drjflu ,il .h. lI f] arc tot automatic
and as an 1nherenrt right of the borrowing Cointry but if all suh drlfts nare

lllject to COnditions to be Imposed by the fund, the lnternaiionai l Monetary
Forl Ilaod 1,) ...... IfaL 01{. ( l'W! if {liely it) liI (f ll ith llter-

natiholI Fireii Iuu..II.I. I lhui1'. s to .1y' doarNe,( Inlt.-
O11 ihe other hand. tile rigIt l: draw on the International Ftnd imlonse .. l..'..
soUm.dlng obligations on the borrower to be creit-worthy. The riglit to have

riall slid gradnal deevaluation of the currenmy is an experiment worth ftryig.

the 1930's. The London Economic Conference in 1I3 was alied to colsider
on.e international cooperation on xchange rates. The uniateral devalualtion
iy Great Britain in Septem br 1931 deflatedthe U nited States and other countries.

The unilateral devaluation by the United States in Marlch W efiitnhd tilhe
Hllttlp sgold [ihmu nice~. T[hlnt !acl gilln.. Switrland .. anl olthr alJutrits.

Is it better to have International agreements on duvalnation or unilateral
nefotin disregarding the effect on other com trle?

Given a long period of peare, It should be possible to have fairly stable onm-
,noldity price and fairly stable exchange rates. There would then he ,les Teed
for lth liltefltIh..tt.il A!0I(n'II Fi.... flhui lt}jI[ period before 1914 there
was ompartive O eonomic and political stability and therefore. eorrcpondlng
rlativn monetary stability. The basic malatMusments, e-onomie anid political
reslting from war, cannot be cared by mere Jiggling of the exhallnge rates.

7507 3 -4 42
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Shtbilizatio. , holw~l ye,ispssible ulder .... il hins ... ..I oe ld e..o..inh mla nee,
Any itiletuap to stabiize exchange rates by monetary devics without rtworlng

douuomic balance Is not lkely tu fleeeed,
',oo nm1h /aith shiiuIIul t ID be pii:,M In mone~Alry ma11nagemnen t. It was gfv-

, em(mod l lllallagrl.llt Ilia{ brolk the w'ii Iianr ,,, lr Is at striking fact
lbit is not &roIflierly Illdars1tmid. I'le flond strlinhg wII futeCtiuag at aounad~
$4.40 fill Ia!¥emtl Yealrs laifte t e wr. I, 1926 lb, B'IItf4 tdho ...ght it to b
g, .. II, lik so.I tht go [stflt g, II$486, Sol I lixs 1 t
natton, tbe *Is* ill tohen [~ltlnd lt,,1fig didl Illas tht' [1nlhtil ilPlf pay3-

mioIts of interes mlr lirhei L Ilowl,[ yec thir rise in Ell , 1 gold he of rl/~ig
If ,It ... I It)I~l(~ttll ([ adl Briftth Swoll prices I.a high toi th,! aIt [1%ket,.

Therefore, II (i~nlp<[. Bl ritish PM ling litlee lind toe lde~flated. T. avoid ellells.
ltish, ('omlll~ had II delflal wages. Thats ,,,A,, ltml)tll y glllinillgll(/t[ by g .'.rn.

,,it I.l..... to [, at grea fnilhre.
[ly 11127. IIe ial10.gtim of Itrling bud jo~ttq!1 ~ 111m>', thlt[ G.rorlo 'l Al .. load~

NOmtTIllI. tile [tl/Ikh lf I4L gtld>alelllle zr ..... with I}(ajollnil Sirulric. h1m.[ o[ doe
Pirleral Reserv e B ank .f N,, NlIS ' rk. It. ..r.{de all arlifietl di l lll[ir sl 1,llilg IIy
i(iw~!ri~ii~ ]ll·ll1!- rltll. in N kAS , re, ]ects n. fr.. Ne YorkM
io Iodnll Io tla e l( tl, lp e (~' t highpl, interest i'tll. In e lin, wIrds.
d4lpositurs sohI thirft dE-Hat, rs ,] an(I .... t r|ling. Thit dle,,ildi for slrlg
kept it at the artiiiqn] [price of BIo. t IIt t...t I.progam g was wermy tiltkei{-Is
with the,~yllll~totlls Gt~!at rHain its!lf wol iu a dorpresslo as rllesult o o.er-
I.ihntlio1l oIf .flirtS. Th) tninitld Stauos, whi , [lad hind .. i~(1ill , liee t,,,, L {ld
h..ll.i hio for a yel.. or w doll viol enft bO.lit

III¢q (i, to......y Into~y. Thil 11] .. e tlllnilte in tihe Iia, lr 6[~t 1r9wh(1 )Qi11

litIt] till t1a1 k(18 olh0'{
Didl ilyl-IdY iMoolile tlP gvornmoit? Did allyblY shlow tile, ffot:t of the

NOlr.l....l.l.. g g...'.. lDL fo , Jo'S' ahnOl{ I'll{ ill N-W York? IN. The whip-
I'mg boy Wll, Wll] Strt. The .~t"lck ...... Iwits b1lal &I[ ..... thl,
Iqllmlt Of , ]~l/[,y fitlrale iy th, Ftleral authorities. AJViirelltly I..1l12y,
[11111111~/11111l[It waK [lti .gt/'Cfld ]1 inl I ... t. But Irhaps we 11,y blh~¥1 I(l1n" (

'lfh(, Ialolntioen adioptd uilt, hirptton. Waldl C!onfr.e...e t',(gogne thai th(!
P'II f it,- Food ...... I( BC It he W N,,I CI ill, ... I gh toi~ii. (II1IIIB 1

go al , (Ifh ll] elintlot bei r(!alpzsl I me'l Ilrillgh ...aeil .... .Iktl,,ll*](! t
lI...tf'.111 Wl' 1 DO ' ~111!H, 8If bl ,,b, t , ( ,llpit* ..i[ T a r

to pronilot, .. Il allltltliie high [el~q~ of , q[ylel..
TIl, a.t.oeies r,,,e alr. Dtring tile diliB,tenh etlry We ha({ flllrly

,tabj, w}l)]t~ .... g mte8 1, I liS .e I riei ohllntrie8 bn1t ibis gelbllity was bnoght
at a P ..ic. Eiq lot...Ii {*Oi{iti(H IfS Ir ... ltll11fd II Cotefll w1ih the elre
t el, If stable ...hal, e w.ell gl Won filwlng oII. iltelre rates were
rais ,g Al l{ rslt, st!IllciS prill, wtrc Haibthlte Wages we/'e regll'ed. atd
,i .. .... 1}]O.... ... [ WeS T¢il~lr!n, rhe other RlttaInl i"i J$ ti Ml Moodlo l~11y elll

11lo}+II"tl ~tblbh [~ita, .lw, hilllOt*t latlf, IIIID 111 ,1{] be h !~l~l~8Ie tllst11bi~+
l~bl'hlk tihll {tith 1 IS ...aIf Way

Certainty the oll..netat ] 'u$1y with it. short-refil stab4llo, l efinnt o e ure
otgerdiS"Olili, ri. qlex riae of the Sirong-Norllami gN'Ol,,t 8how,

the fudtility iff exeirllarllge a, al iWIltS toie II " gidi"nllbril I} P Cela internall
tollrIhollg [a}w r af l Y ...r.llcy lla It, exteral I patfligower or elhJnoge
ra'I,. Willn 8[elifog W'lg ardllicialty lu.heI all t d it $4.8$ al then kept there
arithi, ,hy by the,81rolo rl{ agreement, ill r"tllitan dpllrresioB of Great
WINDi l]Ilsill oi nllifi Sl 8tqnt l, l!){3], whbla in,} lp}tlni] bollilgl wea pl,,hll III...
iR. gihl base hrcanse tha l ong-mern} ex.naottc dimqnlibla, hbad *tot fIeOlo¥q
Th**re is danger id atellq *ti tp t tibit ,ith syl amp isteld nf Calle.

'J'lnporary flioltrIi;IotS. ill exchanu rates (ll" be a rt llI] by the Mlmetar y
Foolldf. Stcll ttqnporary i lfletUaLi on weIre ,eover~! I~!twnn prt, nte hbnks atfer
flhe lust war. YAilr Ill, It war, the NL mloreLgim1 lirlate fIuetul riaohmtly.
L..ln.er hbll] Id ... Ip'o clllrd in the arly alrt of Ihe year .qlld the Norwegia
kmna Wtlut ri,,.I , sharply. ]od WaS imnflrt! in 1,I latteOr part ,f Iho yarp all{
In, kr..nt, warmhl fltll dharlty. I Saw ]dr. Ryan. presidelt of ft,~ Norgas Bhlk,
ht, (!elltlq, ,,lfll £illSl. and longIl {]itI .. {t-erl bmsWttiliz i
tln! Unfited Steiat woni'solve that problem. Il 1912 sonh iln tle(hann g stabhlll
zdiI,m ereldt as oplened with , New York btlok. Simirly. T aw the C,,eh,-
sill/Ik Minister of Pir....e. M,. Rarainl, In 1922. Th, Cm,!h klont* waI also due-
toathog vtoh ntly. A, i!,ehnnge ta billgatlon loam ws olxfned with a New York
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IA. k Schl private exchange stnbilblini loatls could h, arranged nmw to take
carl Of stoltteri, lctUllntio[i of x(ehllllE of co.llltris which are funlall lncq-
wally ,uId ,cofonrcaaly. Of CoutlP, l,[1. ]ll[FIlath All Mineltary Flld Could
supplel!ent blt iot eI..e..ar..ly ren'B, such private ti.nsaatloltl.

Thie uit ]d StaLes was a bellefiiary of such 'horetern ] onsm. Before the
111h/lhlelt of 1he Fd!rl ] Reserve Smstemn, money nrtes in IIhe United States

.. lul i.col. tight in the nutu l.n i, filan'ing tbhe meviement of crops from lthe
lE, [ar01y l-rates voulid Case I inhe spring. Tils eas,onal tightening nnd

onsirig of m lloney ara e ls oifsl. t by ciall s]ill i o rf anlt]' on .id afi. In
otfher woar . 1ondon sent i do lilr (Io New York In i tle mm tiin l i lld Ith! loan Was
paid in Ibe Spring. Tnhere is no ansoon why tbis tesoiid lnaneilt 1evl(i sholl ld
not he prformedln mIde," the iegis of lthe litl.ertion al Monetary Fimd for those
contr i e em rrlng snill aid.

11I

inltr.ltional nit!lry rooprahtl has a iont istory,--.All prvilus attmipts
lnlded in ftlilure Gilr-lAe rfi t ewiS( w ero nor ontrolle.d. Tho Ildrrialional

Mo(el a ry F] 1nlJ .. d . h ( I rhI, J 1llii ... I. Pakf .o FGtttiistrt.t' Gon lind I,!V(,IOpoi,,
(llii t(t'IA if tflly a icll ,Ilth Ihasie cussll.

Monle1try ll[lonS date lItrk to the Grl:k cities ill the fourbh et,(ry B. C.
In th11 MAiddile Ag,, there %erl ni, iollry ;ill(,,i) ill the prineip'illirs ol GeFlmlay
t1111 thO rity-taltis of n.rl l'r i Italy. The Ilntin mitetarv lTtiuil,n. atl nl..vtant

o(T0, W1as forirnu..e in ] , Its tnmbtIr, Wvolf] Fitnmw, flgi..ltm, Swllzerlanil. "Ind

Italy. Orme Joied Ilater,. They hrl a o tilOU clirrtlery, the* franc. which
qreplater ilolght hi , the niembr snpats. [h uinii on broke down is a nrult
of World Watr 1. Te ti .rie I.c... i. flp ,nondr stab's wet, II ifret,1 by change,9l
In the Itiohi, ]., t) (!lad rr, Y rinDl alitOta ,dNi varryl'g dlgr'esf of dp.ression of
theO Otnrrn'y; ,i'ept fonr ,wittrr]lo, WhiCwh 4 iG,, at gold parity,.

l'rjw~sll], rr'r ilitvrna ] lltl'lum try Sl~'lniUl.ItI wo' lillobI In 1812 at the
BIi'lwst C olljferenA, byj illiis Wolf T'he alto's Ira (o;i iOI itlp/trnaithonal shIp
nirnit s f guhil hI i.]u1hlg l,[.t.l,.tlial BIal1k l.It. i' (1" 11ifil'lilts I, !07. Iigli
I uyjI { ,gg..'slI thu , 5111 of Iioc' lltlt....l vtrtfliRit'i, t HlinIIIte the . oy. -
'lieu of golld .i.iI or{, {lbt ite eenltii Thuiis (IIo~ruell tm {his ,ll{. The tenora
ConllirelrI * of t122 stmig d coolqnrtih' h.twier, centtrall Nu[ltk to I)1
la gold ilnd tlio !lillaimn..t gold hliiolroils y kwplhlLg tlir[iizidiN golld flalalnes...
The istlb] fll, t ltillt if t Boielp ltik itf Ill trrlllti, ll' { YitlIIiq tS Ill 103 11 Oitin
tihe t10[Iil[ s at( ij...lIn ..lr l[ltna nDIintlapy ' i 'ilni olLi*

Fixid ,I0mt fll'o Foriig' (.xilanllge ra.l.l..i Iie ii.ii..holldl. l ...I du ]g lars. Not
only l{t lUlit ilMlotary UlOmi. brlko lowtl {)it sterllng f[elirletI ifter the
war frrln Its fl!l tlu. Iallm)illhmI4i Lo :nIll entitre riitll' y pr'v¥o,,sy. Vlol/lt
filuctultlitte i1{ prices ()f ralw [jatelid[}ts restilltilS~ fr'o)1 War ;{}]lyedt ha/tolc 'wi}l, thl
flo ime (gXci{I .... gales o(f I he yo Urllg (NIl.l... s et 1p( rin aw g l t etaIrls like
Go, Iii. il[{it. Aitir[rn /*ntlllhr a1 Australia,. alilllo ./ioiulOt14{l pnIvs are
4-SliptI I t 'lain a l1 t Il. O'trriy of I ....ir Cs wh lh ire hianvy oxporters of a
[ti'iitid tllulmr of -aw tilatrids. TIh lbituo.t WVid, ]folosal, rI!... gil{Ze III

nlt.milltmt .. bIIf tlhuJ It,t .pt.. to stabilize the prices of hasi raw . 1.t..Il's.

1V

The lIr-~,is( I Uinrln' Id (Coflhren'r delh pitih tle problea, dbitsssd at Jirht-
tolls Wiomd, -lhr (le .(il l iit(f I b, 1 ll4 e g f Nat1i,o ilt Feblary 19)20 1 d:}d
to c..llv.n. ... i... 'r'ijtilara[l cOtif...(litio st 8 llly; time intternationa, crisis and to
tli. Il nifS Oi i'nel yiTrig an l irigaitiig bhe (aloagriqn's co1 e ner ,ines ia'ilstlg from

T," e T Io rll iss Co(ofji'* p ,IIrt i lI Spt}(dlIer . a ni Or 0llr of 1920.
Prlrlliimnl{ *iulolliisti of thi vario.s COl..it'. e of EliiOhill suhlinitted a joint

inenranid,titill, Wllc is slgrlfl' 11 ll, tio(ly

"A. 13r 1],TOll

1. It Is essetial thallt lhbe inflation of cr(lit iid wur,!i..y SlholI1 . e StOpll d
everywrel liii tie earllest ossible n¢)ontt.

"2. UlN tlis ?ill goveIin.me..t s)olnding ,ilust Dt ent down, the oiduct of goY-
erlnerllt e111ntrprI ! ait Iess-thian lst anid the Alllynieit of ulbadles on par-

aFriedmanL. ElIasim M. Internat..nal IMlnane and Its leorga.ndiaion, New York. Dutto.
11)22 chi XVIII, The Brussels loniociln CPnpreno. 017-637.
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ticular emmudIlis nuln servics m...t s ... m be po.Slble be atWlIshed, and
military abd llavi exNndlItr, stringetIly restrited,

3'~, Tht, e't lihnl. of 8tote bdget tituit le retored aid loans must not be
,uli oyed ~0 meet.... orl,,ary carremit rtui r~qetIs

"4. Artiflllly ],v w bank rates out of cotif.r.ity wit, the real slatcity ofa
calilai. und iitaade [ossiblonly by thi treation of new "Arreaty, flitst lieeaiav l, ed....ed:.t

5. Fl oathisg debts sud, as 5, 11 IS prac tcable, De flrlle~d

'6. Thi ieve of fhe exeugll peI tend to i .rresioIr with be rel a ,le iaternirtl
v tie(s o[f the e1rrelx, Los of the severa Iot,, !s. The seri'n1i d]epreBssont of
ertal.n txchatlgeS leim...th their rteal parliis would b,, aireitrt'aeil by (a, the

fLUliditg of lii~tirH (lbtS hold abroad oi the fiorm if notes: (b) the rtiriltlon
as soon11 aN pratt iI (! of n Inor mal hl inotercol~ e blt, S(*the diff' ret e countrltm

IC. IXTI(ANAT[ONAL CAFltTh

"7. The grant of credit (whether through an I, tertational ,Ion or ysteinl or
gl....rtttlts to Ijv.. ],tld, or otherwise) to dlstr'essed ounri.. es tlulst nat-
tirlltIy be eowlditlora I li Dt Io)T1( priority hierg giveil to hlose crdits ,nd .pot
Altlr i [loll, be!in/g posit[I...ed Iunt[l toll! Cledilts bae bad thlti to exemris an

Influence,! Upio, prvduetinn.
"8. TIle gritl If .....{itS bO,,i be oldiel .l. (aI ) pId.... their being used

only for the nost intanediateiy tI'... nn1eratiie pulrIpo~e, InP.l.dinlg the provisiol of
In1ttll1 of s .b.slenec fr the Inbolrtog p'tlatin... ant[I {b) upoin lih, barroWing
eoiunlqti docing everythiixg i thei r power Io Cooperat in tIhe work Of restoring
feNotiot~it life.

"9. Th capacity of tihe lendibg world to grant crmdi iS will iepend i, great
1th$U#O .i.. tle restoratioti if real tmce and ..o] FIII lO;titdls of inter-

natioinl tralde.
I (Sbpbed (1 IGtUUNS. thbcrhnld,

TIL PANiAtkEON Ity.
A, C, PIo,, Gr(,t Brijaif,'

A. T]'e C0mlmttee oil CnrTn r1 laridExchange .. a.d, the following teoinnwnda-
ti...: All atteopis to lhlit flnetnllo# inl exwhange by artificial Control wire
('trl...e. I tId, Se Il ,i r ileI{] ri I; d sgu STUdelylig !ViIt, ,] prVe(nt omm-
tiol iof swIf-o rrl! vms, The fixilg of tr reilny rabie S OpI Sd nnti] the
eoonnnd, reIvivI of tie stovol*Il ouftvJies i ... In p r'ogsd sufeleienly to warrat a
It. Thi ... loB m I,,o a.. i.. Irit atiomt'l .... 1 of /tceourm Wa N oppose$ because it would
nIot remove ly Of the itehatge lf]thtltis aall won!lb lerve Ilo useful vU',po,.

B. Th to Co,,itt'ie on Public Finirll mlade important reconne,,da o,,s: All
III al ail, ..e..s whicht bide' the deiciq v(e ec(onoIic sli tution 8ihotIl. ll b llan-

dott]d, snoeh a N lNlSi(Yi Ooi fri d. COI, Itn oillir tost-of- Iiullg sin bsi d d, tied
the 1wintimalm e of eilongs for 'a i wy aItd pIs .. seIvi. e iSUflcent to cover
th! coat. Borrowin g for budget dflfitits ,hou1d cese.1 Guvernnmetlt shnilid begin
to repay or -efl nil] the short-tern, debt. All Ioplrtlnotis hxtidiil stOid be
,lml .... lleg{. B.l..wtS shoulbld b ba/ ,ed. MiItary x]KtiIr!S eho u.. ld be re-
'lured. faXOS ahold br ]se] to meet recttrrtlg expTense$. ]T[)ai, fo' r cby pllptal
pDr{isos shil(1id PIni* out of suvirgs of the I)eoioIi

C. The Coicite i oi lternr .l.o.l. Trea faoeill prompt f fin
11aitlOtmal Iital ..o...ts. 1tllernaloItio[ policies were reCOl..i..d. l to restore
trltdo. 11 arms 4direet y by glnln ltti S wIre oppose.Jul leri-hange of "ontmf(l-
tIe, sholl Ilot Ib restriclld by arti ficial ccoilote btlrriers. iniall-tal assistance
shlo'id be rendered to those -nnnirls flint eoperate In restoring thiei economil
]i, Teler M[fl .I. .II.e.. I of tlie lIich bauking firm of Hop,, & (O., evolvI a
plan for international on.is provihld ItIh brro{l{ig countries cheek inflation
anid provided the new irlit, h1ave priority over outstanding oblgation,,. Loans
wOuld 1ha1ve to be4 talll a to prodltive pIrIpses Ind he givien on a coummerial
bsisl,

The official statement of the International in1ancial Conference at Brsls
lidentled ].ow i..i.desi WaS I8 itplpratsal of its res11s. Spokesmen fre l9 comit-
trie, representlnfg labt 75 percent or the pop,'ll ....n of the world, let and dWs-
CU"A , i] ltorna iornaliI D[-Ob[Ln5 and gave advice, but lhere was to ,ah hiery Set uIp
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to do anything,' T'he lIreon WIood. (onferncee .. ets up the machinery. HoW-
eer, I Is 10 oi' hoped that tha Itrnid prlnilephs nmrnlm ted at tilhe BfLsc" FI-

'rwcill CIrerlure Will gSUide Boti the Internaloiil.i Monetary Fund aniM the
Internlioll .l B1..Ik.

1'he l,'itics sal! that Brrtton Woods provided the narbi.nery bhit did Not stress
snflrhetztly bsit, eu .8.--Ordli/rily+, ai tontry or a crporalr m ,,k ig,,,l crelit
Ijunl be creldi-wIrthy in the opinlin of he lender, Il the Uonlry Fnd a
mererlllr wold .1an I n1hl ctlall; bare the righti to hlIeow regardless of the oipniion
of lthe IIimr cour irie s as to ilth need, for or iibfalpelS of the [} i. Any tillmer
may borrow i ir it ha al ,NersI balan. e of ,nymeils. A loan bas!d oa the
ll!olltlie right of the hrroIver it borrow . may well be .s.iond, .owever,
uilkiko thie Mlenairy lnul, the 1111riif ltioalll lpank would st up iumoreapnt tests
of c( ~ill w o ilW bi plsH of the Il rI0we.

T'ilese lemts follow Thit olP'tIal laln must be for a ,lritlQ [llrpose arid
mu1l 5' tIlaiuiel by l speilal olnlitittet, Tlrll ,lmt he Ta rm.i.l... ,,) ad

poss iblity of lrepayktit. Tilt ltiliig couiintry hs Ieo l r power. The hlnk
will glla].lrte. lonlllS, .. {ll thliglII ti* l ..ri.iieis llkrk The literrill'ioai{
lank uill Iot ,lke los111w wih aii b m a e IXat hrough p rivlte meaens. These
lire .ls.nl prihtlilpies arid might wIll be exten.ded ii the fund.

VI

Iltnli.ona. Ioans' .ti i..... worelnflecnt ,i ,itl not sfrc anda probleS
itfhmout pnrleqitili ,ltnttull 'r9manzlP re'formsn. A,. Iitt'r1ritllt!lt11 loians
lwere urged ahr ISthe ]itsi wfi rr, Durh;ng Il i war, 11i ilnter-Alliled loils were used

IaS I{ r11e11ts Idfallerin,. ThlifO' liftr h .. b l, , he U1nil Stateo wi8 11frged
tI (on tllt I IBt(rgove......( ,Ltal Ilins by Sir George Paish, of Greit Brltai,; Prof.
(!atrlls (id,. of rtl'11l'; aln Llligl Izzaitl,, oIf ltly. This ploint of view Was
OppO..ed by AIr[a/ n sa l..t..Ien. On Ja niary 28. I9l), Ser,ee ry of he Treasury
C(ltIr (GIts mid. "l1ite"rlitiur'lII gllli'rllrije . .id. irlt.ir..ttinrial n)eliis .. r.s for
S{11abhil'zi'g '(·XtWigP ti,' ttteisy ]ill)i'l( [{bIli lonlas there i.xist. in.i'llltlliel'
of ftaxiO iltd dIlonste fina]inal ]Ilicie I( tll hIt.oli.. ...lL..itris iHvolvd.

* * E Imut d!Ielp or I [ill lepeltinlt I ativilIy of eli .. pers. to r(paer
hiiis on ftrl.ltoi s w, i hi h iesist itl! of his blSilO, n lecfltitons in otiher
Collntriem''

I'rapelpvt l1tilJ Loyd Georg{ likewise .....gls .rlo¥(ii .itt 1,loans. .. I.I
aidnress in thl H]os Iof (f ... I...Os Irlhiruny 7 iT. Irl ' ,e ,al, I, :]v¢i'ybSdly wanted
tile G¥ivertlait tO ,sumla thle wIhole risk of ilte rOtablishuiul, of credits but
thai we s "i f Ilir ]liillSO it ,al4 w it riNk or the tiaxiyer"."

The 1il I. .l.ll. i.di. of JIJm, 15, 1920, reomi{iedikng $b1e callinag of the 11Brusls
]~111l Ic~hl[ (anftereitee sct formth( the f prrileipies of iltterilni/ioloi le1ding. The redlit

~!~ .... ~ S]III 10 llitd II the nl11d ,111111 ahslgtli'ivy 11t1,tpssiY. Assitanil
Slm..ll leave niaioall alndl in ilt...rnatlial trd Irv fm he rstrietie control
,of go lr, ntlll .. ThI e Ill ip)ly of credit and the devulolplnnt of trade Ihrough

mturnii. Ill ul ls sholrull] be *lnornaltd Issues 1o ihe Iblic shOulld atiitract the
sIIViT~Ig oIf he[1! irmlivl~ul to I¥oil inlation. ThIe borrowers slnlofid provide Se-
Cllviey. In)aill, m])oi] {"/ill ,i 11,1]~[d Of 21]i k]l.r b{})tlaII(][]I(. [IIIIT(II'~ 8hOl]SI.
Sd aside sp ...a...{ly ui a gsu.rnity for , th, Payme..t orf i .e.e.t I. .... .. .w-
tii".

P Nrollml thit io11ns shoul le rondo I hll i fithe by S ..IiertS oR by In it,'rna-
l#illnI body wre d trged by Prf. J. 3I Key]s tird G.eorgle Paish. of Great Bri.. in.
Frttrk M. VIr'ilrli l f she N ..i....uI ity TIn,..k of NXw Yerkk, mre]d by
)rlivate I..e.trs o ]' rn¢ mg ,Enriet. O.thers Irolosed the isslmnl, of Jlans. by
a1I JiiternatonaOl bank whre dlirPottIs woul]d represent Valrol8 goeVrtIl1Ies
SIriwt stilutfind]s wet4 sot up for tII I grtmiii!g of suh Mans Sch proqsnls

Iwepr advocated by the Th'hllan '[lmle MIist{or DI+.w > lx :ridII Prof. A (, Pigmi,
of (]etf BritCiy The otibli]hnilne of aI InlpatTl re'l al blallk aind the I.... oa
inltrlntll uniI oliods il lrthIgh governmIlen intllrvlntlo were, uroed by Dr 0. Vis-
,,rin.-. preldeit of ile Ballnlk of bhe Nthrlands ii aid Carl Thnlbitzer, Danish
finanlcial althority al editor. Nthing eamie of lthese several plns. The poea-
war loam s weref all inoe tlrough the private banking ehlinnels.

Friedma,], id., ch XI,, Internulonal Loan for the RestoratIon of oroe, pp.

I rIdrl lesrve llnltln., ;brusiry 1.0, pp. 117-1S9. Ailo. Annual Rleport. Seretllry
of th. Trelsry, pD. 8084.
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Vil

The Iutk of a bakl'uptfj ruurt i a bavi, defect of all proposals for Ioas. to
forlqgn vrin~oernt,..Thelu In ternaloniI Bank for a'oistruiithoin and i),evehlo
milnt naly mSake Ihet hgtns, pImrtleqi t ill Ioal, or guar n tee loans to a mens
bher state or to its olithil $11 bdivision, or to entetrrlrsi in its territorile.

Anaingly enolgh, of the 44 Statl s or gnveltlmUtlls r.. prese.ned .at Bretto4
Woods, IS gpoll'rin.es were in default in 1I9, on ti e loun .s they borrowed from
the United Saics. Thilsis qal aburd situation,. Hlre I defaultling debtors
and their crelditor mneting to arrange for new loans and liut a word has been
shi ahout cii ring the old efault.

The stllcture of private redlit exists aind flntions only be.ause a defallt-
ibg Ieio .r ... b. k ld Io t,,he bIon..knu c.ort. Il, is then .i subjt to an cx-
i .ltinito I of is sLsets tlhel Judge of the I.rl.kriiptey o lrt delclids what per-
centage of hls debt he is able to lpa. A sheriff aild a jail ar' ready to see
thlr le doesl play. Ure, you have rr.dit based on faith with force in the
backgro ,und.

tiut So.r.u.ents are o.nd by no swell code of hoealty. A govfrnment de-
faultsa liot hbei, it cllnnott ply out bealluse it does not wish to biy. There
is no ethical rode or legal prileipile which in comlpel it to make rc.nsotbie pay-
,e.fir. There iS lo 1ilimate fort whicth can compel it to do so. Tills is inter-
altiI)ral. q aInarchy. 'Pue, itilu]uJiSlli of sver~!Igtuty is us1 ,Is a cloak for din-
honietyt. In 1; Giermanuy li nlatrl Ily defultted on her debt to Amnerican
hoi .thoilers.. The flnds avaiJilde to a.y interest were l scd to buy lupper and
min P5llll and I illnteni and tither war m,,aierlals. Messis, Selaheb, of the
Relebabank, and Mesrs, S'chmitt and Bosch, of the I. O. 1rbhenfabrlk, came
to the Intte'l Staotl to i.ll.quire wht w/uhl i. the effat, When they found
I1ly Co(lld (, defall. ll Jtihot hitl ul to Germany, they rcommendae such action.

The world stood by sld did nohing.
A Lti n-Aurierlan oluntly uwaing $10000,.0 to American bmlnhold!ers 1e-

fahlted on Its debt. The price or its bends fell to less than $10. It proceeded
to luy oin thl Istids. anll for ilte latg few bion.s p ai lpr. Mtrallwhlle. its ex-
lports grew greatly afierl tile Elroplran war broke out. It accunruiated dollar

blila..es ill New York. As part nf lie goodmeinhber policy, I alowed Amern-
tn bI hIlldllers to be ehentedl while! abUlnd ,blll ash vA- aailablI ti pay the
American ionmdholder. How long would private redeit inast nl]r suc{h crazy
ConJII#ionTs?

The Illlernat ion aI Bank .id a I its Iproosales are ,orI very little unless
the Pf.l.lnael.lt 0o .e. of lte.ra tionlt Jus ie, will h1ave aiur'llctioII . ver de-
fallltl. g t)verntments, If iuterritional law andi international force are applitl
to defa.llting goveriunents, intelrltional (tr*ltt wiil rie and it will be less

eRse.tlrFy to nhar the Idnterriatils I lalk for IleconrstnctCion ad Development,
WheIin Ins to worertullelt8 t1cole afre, inve$tors will lend. T'ie busin/s of

BDcapital is to get to work. hile capital is a mntradlellon terms.W
In all the lieral ure on tile Bretton Woods proposals, not onle word has been

said allut giving thle creditor n a govrn.nt loan tile elementary rights lthat
tile crelitor h; In all private Ilns; lllmtly, the right to enforee the eolht-
tio, of his debt. A faint reference is nentlnedl by Arthuir K. Knhn in his
papier The Bretton WoodS .l.olUnenal ions it, the Light of IIITlrllathionll Law
(Iroeesdiigs of thle Institute of Alney and law ihel at New York City Januaiy
15, ln5).

"We are living in a period of onomic strLua,, and we sheould not leave out
of account the possibillty that one or another of thile praries to the Bretton
WVo is ilgrenmcnit riny at SoIl e iln* dlefuimt uln Sle of their /lnldrtilking.
There should be a more comprehensive procedure fur enforcemelnt or at least
for a Judicial pronouncerent of the obligations of the parties. Govermelts
,ome and go. States remain but new governments may have different &lsel
poliies." * * * "Having in mind the proposed permma u.. of the Institn-
tions elaborated at Bretton Woods, it is to be hoped that the fund and bank
shall not be allowed to develop in a vacuum, but that there, shall repose some-
where a responsibility to some organ of thie International Authority * * .
As lhe, institutilons are to be created by lnternatlonal legislation, their eonomic
and political future will depend upon integation with the general structure of
International cooperaton."

When governments show the same good faith that private borrowers do,
when bankruptcy courts take Jurisdictlon of governments as they do of or-
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paraUns, when the ficton of sovereignty, which Is abridged whei the govern-
meient brrols,, {rotitl,, to irl., ual,, y air rdgt e when the govern-
nent refuses to pay, when dishonest governments can be brought to bool, and

when hbnest defaultlg governaments can be asslsed to rniae partial payment,
the structulr of internatlonal credit wll rise. The Internationail Bank will

iatve little need to lend or to partlcilpate in private loans or to guarantee private
alons.

VIII'

IIt IluS ,ure nali ... I hmdk iipty. Itis plrewar Iaus. its hlstnrV, and proliowsilt
for its adjudlcatlo. The Foreign Bolndbolderm Protective Counll of the United
stntei numlbra among iAs offiers and directors some of the leading diplomats,
banllrrs, altd Uilversiy Iiprofrisors t LI nl t rl'l)ort for tile year 19UM gives
,i irewr Dietlir e Of the ,5 Bilion ieillrrs outmitllflig dollar hodsd of foreign
goverIInments or hieir lplitictl hubdikhsions, 2 bill[i, dollars wis In default, or
about a7 prent of the total. Of the national bond isses , 40 percent were
In default. Of the provincial and munlieii.ll osums, [laut 8( prcnt were In
default. And of the government g,,aranteed corporat issues, about 27 percent
wore In default. The deut, lleer of nltlona, provincial, municipal, or
.Irolrate bonds, involved 28 eouutries, 16 in Latin Americs, from the Rio Grante
bolrer to Clpe Horn 10 cu1ntries of Euope, chiefly southbeasrn but including
(Grmllny; and Chinala and Liberia. (See Annual Report, pII l112-lll 8)

Why did the Bretton Woods discussions ignore tlhos factr and milme not a
single pniqoml for curing outstanding defalilt or bringing future defaults within
the Jurilletion of International law? The Annlal Rlort of thle Council of
Foreiga Bondholders of Great Britain gives the hIistory of defaults for about
100 ilers, for Britail has been Investing abroad 1oger tilll we hare. Several
countries, lIike Honduras and Peru, borrowed and defaulted ailmost rekle.ly .
In the nilneteenth ,{qtfnry Spi[in defllfil{i svO thIiiir+. Allsir

n five tnies,
Gelmany fire times, Tlrkey and Portugal tbrO, times, and Onr,, twice. The
8outhl American countries defaulted o¥(!n ion freely. Colombia nnoinced its
.ba.krptxpy 12 times from 1820 to 191.

AlRI ndivideal d!btwlr is Iliill-apt I he,) he calrpot pr and Is de larod bank-
supt by the "ourt. Tit a ',vereign tiale leide it is bnkrnpt whn it djis
nOr h11o1ol0 0o [,Y.

How were fo!reign leitirls ,teR [ ill thi l piat? At thi begbiliiitg If it-
InthI, 1ona I i ,tnmi Jt. vl mIIetts If'liod m,(ih sCoruritfy But Iven the

gmat p)w,,ers like G,,rea Briltin and France pit Upo l iollatel dinring World
AV,,r I fior alnl, in lie I tiltedI Sta t5. GlOerlrlIly, hliwt, f lowretat p ower in

p ,etinte .. ll Vw pCI fir e,,iry.
Iipev'¥ititoin was II nllIs (f o'olh, li,.g the debt lf a I 'PII..Irln State, 1hO 1S8 lord 'lthilrstan. Ih,'!1 ItritJsh $,ttar'y of F].ort.ign Affah-s, Issued a
alfliltil, t If )oolicy .on jnI..rvt.t..lii i. rthe , 'i, lh .1 '"The Britishi Gteinll-

ililILS (hl i,,fdrrl that tlh losss of iipriidert ,in.i · * wnullb] Po a
$still ' ,y ,rn i*lg IO *)tr'- s li * it nevertheess nonpavlult oif Iiotrest
Il., Ilinnlns llde IC British Slluljcts lo fioeign gevertnits miui thght Ieel/it so
; ... 1I lhat it iight ihe{'rnlio tll, duty of ite Priiri M overmnlie, t to iuake these
nlatters a s [jei of 1Itpni...th IletgYtitlOl."i lBt In 1871 Itrl Orluille, *rc-
rIi':iy f Foreign Aflais., writ, it ('liii.. Il of Fori gr III. dthlrhr"s Illat 'lHe,
Majeslyt's (;o'verrin.il ,'imd it ll intlt!- be ,rnady tI I her gnrIiltil suplprt
to bloidho.l.ers it the prosterilthi of tiri lfalns agailst defsulitig stares." In
Italy. preiOr Oai1111[ ll.ln .i..irli. took i .ll, p.silioni iha1 t foreipl lnveltors ,l

¥nme~nl, h. which dIefaltmd, kti, the ,isks invold irli therefore couldk 1ilo 1 .. ex-

Tile Frl e rl alt iii, Ipl l I hli'ii dfn f"n[ iolrg f geigir ilie rs her re a French.I,
onlt ]lt flriled.

A slate ito lI0owilg Or gnai,'llltetinlg at Ita TakS a lega l , contract and thereby
limits ils soy4'ri gri. Yelt theIi. ar fe, w I ff{C live [lus }S of IolhItion IIro-

N arlep no le 'I va[ "il Tnilslg from the sll g-k &NC'llIigg, ilots tl hurt a gov-
1neni tilt tlos lint need to borrow ahil. i .coun.. ic di)crirination leads to

Wr{! s. luptlln of dl[)lo aVI c relli tons1 iii pill:eoe I b.onirerl.i. g b.awlse
rivals of the grelior's govErnneI pr'ft. b Thbe los of ilie fund of the reditor
mIlay be eles haiftll tlint seiiure of orperlty or the landing of Iroop, in the
debtor coultry.

'VrhO mau, elisha e IM. ibid, ei, XIV, National lan1krul]cles, ip 523- 538.
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Prlotecti eo nmlntt have tried into be hlpfolul. The Coporaition of Foreign
ondholdersl of i.ond{n was esiliished in 1868 and subsequently the Govern-
n*nt war gi en repiresenatlon o tim Drd,. SlimWilr onrganizaltions wre estab-

}sIhed i otie (oll il (aOlb l b I FThe [voin B1-OlldIOiIrs Piotecthe, Crameil w s
formed i tilhe Unbhd qtates ini 1MM: lt lto rtp(iest of tile Sclretary f Sta, LOhe
S~nttiry of the Trllosry, anld the Fedrai.l IalTio ('omml ion. The pror
of a]l those onifn mhiztlns is the sal1e. T',lly forin protective lcOmmeiets torW
each s(..ierily and isae lio iiUnI repodrt, They ftrntish In}terst ig inforrmation but
..... loto nethlu.

Provnaln for apn niilrnational mcourt for defaulting foreiig dbeWos t dlate back
about 70 years. If 1SiT an imnterltllol . o)ulr for settling disputea duo to hank-
nlntpCy was dismisaed at the Congress for the Reform of International Law.

The IntsrnationnaI Statistical Insiituto IIn the I8Ns) invtstigatAc tile westion of
({(f.ll lIt if fo'.i eI ....oD }Hit m.t.Hal '(*o an... meh .i.t Ot to provee it iftert dlefulta.
An Jl enationalm Congres on Serurlities met i Paris hi 39(1 bit tad no orao-
teaal rslt. At tbe lBern PIeaee Coldfre. c of 19. a proposal ]is mlade thit 11I
COltielol for foreon loianrs shiodd hind the boriowi T government by the duel-
siIs of a cort to l, emted. No reslIt followtd. The First Hiagne Conf ltnee
in 8I&% grappl.d with lhe q .e.lion of internllonal deault but achi.eve nothing
due to the trite resration, cnlCrnlnlg n'attoloal honor and vltal ilteresls."
A lishonlst b[Ilo liib t fr'rts ,ril l hl o hi doee not ire to pay.

At the Seeo.d. IIHague (%OU)Co... in 1907, nations agreed to refrain from force
ini collieetllg debts tilns the debtor refnisedri to UrbiIrate. A lebtor, invoking
legaI plro!Uli{ng. mlnht limlit ihe ns' of forer by imreIitors. However, the agree.-

etlit 1 irovl]~- no mhlll ¢h ilq to executel d( (] iouns of tle court. Alunuiakngly efolgh,
tiltri us the desIinus at ti t [Iagl'ue Con foren/e, Veuuellen.la rlfused to regpay a1 Belgan
oIon of 10.0(k 0 firullea amd sitlnluluanoully offerel proposals to Ilnit inter-
VetitloI.

The Pao-iAtunria i ountries showed a similar reord of R .tlIe eff rt, In
1i02. 17 Amnedcin, conlletie s igned .an ligreinlnt il Mexico to niJidiate dls-
pltes nr-Sirig olt r flonameial cialns. This agreemlent ;as renewed at ihe I'n-
Ame.riean (Co..res In Rin do Ianeiro in 1U9 and extntdid through 1912. But
Illn 1 a. aecording to {he report of the Foreign fBondobh erllrs Protet ive Council,
defaltis, whohelt r national, pDrovinialh or mroniei]al. were It led for Argentina,
Bollvih, Brazil. Chie. (loln.ha, Costa Rico, Cuba, Dominiclhn Republic, Ec.nadeor,
Gnatenala. Haiti. Mexico. Plnrllla, Peru, 81viaudor, and Uruguay. Yet thee
oilnitrlies sa at liretten Weoods to decide on the machinery for farthlr lIoans to

thensol vt's and other defaulting debtor countries.
The Cernn of at o Lof gEDUe of Nations provilded for world ollrt bhut not

for tihi adlill.i. tion of bankrlptcy. International flanCe{ is expeoted to play a
malor role In the i'oonstrnwtio, andi devetolmnent of foreign Cnitri¢s after the
waI, blt it is opratling in a vac.u.. The Bretton Woods opsals for anto a
lnIernmforrli Ilnk for RelonstruetIon and D.aveopment will either nd in
fudlity or bnrdeII the taxlpyer whvi becomes an unwlittig and unw[lling investor
wllan thile repreyntalie of his govrnmet und(etakes enlnnltnmelits wheih e ro-l

,,ly belong in the riedl of mriatle prianvetmn The iv, t em aplptrl]st, small and
large, wohld welcome the opportunity to invest abroad if the law a ffordld bin,
the salme legal prlocesa which brings a prvlate corporate borrower to bonk.

IX

Thr Moneteay Fonod ln he Infrrnaitknfl Bahink shoutl Ro opproved byj fhe
&tn*te Connitte' an BAnating; cad ('¢,r cWl.-It is o la to lt decide how a
ierfrect machine might be created. Tbh Monetary Fund thaS some serious defets.
IBut they arm iot inqra eble. The Inti.r.ii tionlal Bank has fewer defects. They
onui easily be crrentel. We are not nowaAt the beginning lof a dilculion],

We are at the end oer sIe' ] ya of painstakint pneparatIeon and many imouth
of aluouis study. Itt the Senate enonuittee give Its ait roval in prineiiol and
urge tle arneumndments notl above. Ptrtlculhir r Imlortant is the neI d for. a
bankruptcy court to ue] wI h ineatironarlni Ii iorn s ThII defects in both the
Mone.tary Fbnd anld t i bank ,an be overc. ea by top-noth manameant. If
the ooardc of the fund rind thll bank efmlp)S¢l of praeical niln with elperi]nen
in private Interna t ional haniinag or in ental banking, the .dfetts in method
can Ill clre, (rtnl],y the lght of capital from country to country which
upset the urrmtenies t 1920 tridl ]90 will cease to menace the world economy.
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Slerling was pogaged e to high at $4.S6. and Great Britaon lost gold and was
deflla0(. TI! PheFiech frane w¥s peed ton low a rid FriniCpe iilullu.]al,.d hule
gold reserve abroad and enjoyed a Irelel of vigorous business a'tivity. Sonle
Inltrmlt plal] co,,eration such as provided by the ,wMonetnry Fund might have
~q voiCl hboth thiH!se e.or]..

Wit 10) years of exp;rienc ii nriti tiIitg parit)y for str]lg i it eoUI -
W V!rl blity ilito geld, lb(! ]riti;h I..dLnr the paor I.d..1.rll of 31MOlagol Nort1,ial

overvlnix!d storling tit $4.8. sulbiqetly si'lnlpetil gold payments, and now
arc aIIrs- [o lthe resnlltl)1n of a gold stanidr.hi Tihey bunmt libsmslve oil I

olt plotie . d n..ow ... 3 IChyli, lI I l t l}ate. I la!y Tlugor 10) yars of ,uee ;

fill (xperienilcf, )til 1514. iJ fIvor of yealr of errotr, ending in) 19i3. Peorhles
exp)erince With Ithe Moetl. ry Fund nay ...... vert it e int ish to a better inldr-
s.ri.nlig of ]he gold stndad-] and inn . l.]o in er$l' Il s ()t o, l r {,]j i hard Alltri-
cti @t,,tbittisls tO the eitit Of fi i.iIrIvprovd pap!r u rr i'y,

The Ieas.t if th, ... rits of th1e Woltar-y Fud will I, tiot it will k[eep rack
of tihe dhifs arid Cedits in the itnlralioInal balance( of payl'ilnts Of evyry
coUnitry. II,,a] e done a in llle 1,20's we( shlini d iot ]uito ylaid o slLnch /inwig
]oo3m1 to ('aolxtyi - For bulbilmlg a so0rts stadimn in a German ilty dos not
pI... ide foreign exchanIIge to pay tile .i..eris to Alotricail, ll(holers The
Monetary PI und Will ) bie a ll to detect the b!egilnnings of tiilltltrwar whenr Ih a
men'tbr stale -elks ecang en cnirol. Nelih!r (Gielniiay Itin Italy could have
onldilakttl 4. wI Wlr .'..iess it )1ad fii't withldrinl roIlm the (L Iagle, tius in-
{]liahinI it r...il..l..noni of ,I oil an lJltiulal ] oieqs il i.f.r. Of flpre :llid mili-
tiry [lretrlell,= a1d Iunles it badl stt ulp .l0.ii.ge ( lidiroS d (Itrr'elic y Blokhig
Ia m) 111.I. of (oliohic iimtrclhy W1ld % to1 y,(9 fly

The lMonetary Fund un1d the Itinorati o...,al Blk d l, ,o Ish fi,str ot flr I.eae...
Tbh thtere an. djfIeooits or t]he flnd is to hi ( ipeteid ultdtr itay dlmut/rnliti

ifystm. S LRetlall tile ,ihlnil rllsagernenit ill the reoil r eserve i tenim lin 1913
and on the Antrleanl (TolstiJitaoI al(!r 17I. One al oIly be)) syl... thtiol
to tie crit tics of ite ftull l Who favor tohe apr oa h tb niii . ll.l.ky c'oIT intn -?
In tither word.s, let the United Siltats a tid Gpot 11riainii ,t Itheir forelge (x-
change ,al,, and let thIe m1 ii1r. c..Ol.triE adjisi to it. Thtl hnos boleo ite
historil I.r.a.. In normal tines. One an a so be sy.p.lati.iefl wilth those
crltiC; wko say that the machinery of the funi.l and the btink is 0to .O..1PlI,,x.
IoiWvIr, i.i...itlltritlis ald in ileo (.li (.li. Il tit iti. Nitlhr of ih'~, eritis..s
warrt I dislipprovl tf Ihe lfi..d or the hink by the Siat)i. As for th e ex-
Irelnt gifiest xl(i aisiil tn he r..l.uIllleiiOi of aI 1ill gold striiIdiid alnd woarld-
wide lellatlO.., [t is dgIpn..tflof w1ehetr the thisttory of the past In ypiie 1 ends at,,
Slipport t0 Ilir ,as!. I1 fact. txpcrilinre it[ history}n mIfl tiheir t )'no[posals
ie, i nllegss.

O of(Senalto Taft submitted the followingf excerps from ihepartment
State Publication 2187, Conference Series 55, entitled "United

Nations Monetary mdl Finaneial Conference,")

(Pt 21-27nl

The Final Plenary Session was held on Joly 22. 1 14. As a reslit <i the dolib-
erani ois. as itardidd in t ihe lintes and rieports of tihe re'tspe C,,loim ISSI)
tnd their Connjittee , anil of the Plenary Se,,ions, the following Inhtrnmelnt
were driaWi UID:

INYT]RNATIONAL MONETA RY FUND

Artilels (f Agrermn1t of the Intenmtion.l Monetary Fund, which are attached
hereto is Annex A,

INTERaATIOYAL IIANK POR RECOYNSTRUCTION AND DEVEL(OPMENT

Artiers of Ag.reement of the Intrntiontoal Bank for Reconstrction an.i Devel-
opGielt, which are attached hereto As A,,iex B.

Summary of the Agreements in AnleX A alnd Annx B, which Is attahed hereto
as Anne, C,

The following resolutions, statement, and recommendations were adolted:
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I. PmnuoA Cr pr,, FI.AL ACT

Tlhe United N'atiobs Monetary ulct Fiann'al C"aPrnenre

RESSOLV:
That the Iseretarat No, authorized to prepare the Final Act In accordane with

the sugelstions prolp et by thne Seretary General in Journa NO. 19, July 19,
1V44;

That the Final Airt onlain the defnitive texts of the conelusions approved
by the Con ferene in plennry arslon, and th( t no chanejit be made therein at Lthe
(loslng Plei.ry Session;

That the Ordiiathng Conmmitte review the text aid, if approved, submit it
to the Final Plenary Seslon.

IL PLUIAOflON (o DOcvMF*/qTgOs

The United Ntioonts ,onetary and Findodi Conerent.e

That the Govern.ne. t of the Ulnite Sht"es of America r, authorized to publish
the tinhl Act of this Cnfrrce the ,Rports of the Comminsions the eMhlinutes
of Lhe Pllblie PlIenary easlons: tlnd to nilk( ,arili... .Or hlbjla.(li.. sulc.h dii
rtoal doeuments in c1neCti , on withll the wolr of this C(onferene as In its judg-
merit may be onsidered in thte public Interest.

III N(YPIFIoT OF SIt.nAR,' AND Cr,*roy or IiT4O~jlcM

The United N',tfn Monetary and Fihnan;l Conloe,eoe

TIo retplis thi oUnrntn/nt of the United Stat eg f America
(I) as dlepositiry of the Articles of Agreement of the Intertnal o nne) ,Wtary

Fuind to LI.f.,IU the (1ivn'bl'ue nle of al t.untties whoe niamels are st forll, in
$tkheIidt A of the Artuil, of Agrt.lle.ll t. of ile lItrlNlltonllal }*lO.el'Iy Fun'].
dtud il Govrrllmtnt l wl heso meuibe,'hip is approvel in acordance with Article
11, ,NI io 2, of aIll Aignallres of ite Arties of Agre.menIrt: sid

(2) to rtivea f iia to oh l in a special deposit apoulndlt godld or i Unied States
dollars Mriounhittoid to it In n...i. LflNN I, ,ith Artich NX, $.ttIli 2 (0), 4f the
Art i0s of Agrte,*qt of the l Iternal onll Moneta.ry Fund, and to transmit such
flllds o the ll of ver..no r of Gono f the Fund when the illitial letlinhg has beiL

IV iTn MEK~r JIldA WDINo SiLvica

The problens coifroiing p,ine iation, as a reslit of the wide luet nliton ill
the vailt. of slier w.r , Ill subject of .riolull dlustMOln i CommUission IL. a
DUe to te shortage of tiilm, tile mg/nitlud of the other iproblels, on the agenda,
anlt (ilier IlmIting osillobetni[tlos,, it ws lpnlrsibie to give sllfiellt attentiuo
to fis lp C l .l... at tt is tn II h ,rder to n .. k (defnit r e orn mertlat ins, I Oowe
it was the lsens of Ciunmission III that the sUbjct should merit further study
by the inereterd lations.

V. LDIIDTATlOn OF TMI [ANK FiU ISMNIAT!ONAi. SF3Tfl".EN

The Ulited Nations Mwtorpl ,nd Pin .. i.a CoW frreme.

UErOMMENUS:
Tile liquidataion of the B.a. for i natomi alm c tll.i..s. t the earlelst

is.~ible moment.

VI. EE.M. AN,8, AND I..r.T PPIeY

Whereas, in antipltIon of their IlnlnldJlg defet, eneliy eioders. eliny
nationals aInd their colllborators aire transferring assets to adl through nelltrnl
)oupllle in oI.rdrl.J to cn al them ,dt to perpltlate their inlMenCe, [ ,OwT, and

ability to pliani filtre gtgranilizen.ent and world domination, thus Jeopardiziig
the efforts of he United Nations Io establish and permanen ly maintainl pacefl
Inlernational relations;

Whereas, enemy countries and their nationals have tken the property of
occupedl countries and their nationals by open looting and plunder, by forcing
transders under duress, as well as by subtle and complex de[vlcs, often oerated
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through the aarLc' of their Inppct gveroiMetis, to give the eleak of lugality to
Iheir robbery and to secure ownership and control of entnerrises in the post-war
period:

Whereas enemy conetries and their nationals have also, through sales and
other methods of transfer, run the chain of their ownership and control thrOugh
eecupied and neutral countries, thus making the problem of disclosure arld
dlwntanglement one of lntentauonal Iehracter;

Whereas, the United Nations have declared their intention to do their utmost
to defeat the methods of dispossesslon praetiead by thile enemy, have reserved
their right to declare Invalid any transfers of property belongling ton persons within
occupied territory, and have taken measures to protect and safeguard property,
within heir respective jurisdictions, own*ed by occupid countries arid their
nationas, ais well as to prevent the disposal of looted property in United Nations
markets; therefore

T'he United Nations Monetarl ae? Financial Cof[erence

1. Takes nowl of and taily lpqrfwts stelo taken by thile United Natinns for the
prpose of:

(a) ncoverlng, egrgating, controlling, and making appropriate dlisxpo-
thoa of enemy assets;

(b) preventing the liquidation of property looted by the enemy, locating
andl tracing ownership and control of such looted property, and taking
appropriate measures with a view to restoration to Its lawful owners;

That NilI Governments of mcountries represented at this Conference take action
(onIsIsteLt with their relations with the countries at war to call ouen the Gov-
enments of neutral countries

(a) to take immediate measures to prevent any disrp,sition or transfer
within territories subject to their Juriediction of any

(1) assets belongng to the Gonerermat or any individuals or
institutions within those Untied Natnss occupied by the
enemy; and

(2) looted gold, currency, art objects, semuritles, other evidences of
ownership in financial or business enterprises, and of other
assets looted by the enemy;

as wlell is 1i. ir.nlver,, l ltdt!it ar hlad iii tire dlisposition of the
post-liberation authorities in tile alproprate country any such assets
within territory subject to their jurisdietion

(b) to take immediate mea.ures to prevent the omncealnlent by fraudnient
means or otherwise within countries solJert to their jurisdietlnn
of any

(1) assets belonging to, or alleged to belong to, the Governmemt of
and individuals or institutions within enemy countries;

(2) $IS1e½i [io'h-ll~lng IIt. Or :ilihged to I)elIbgiu to, dmlt'y lentders, thehr
associates and collaborators; and

to facilitate their ultimate delivery to the post-armistiee authorities.

VIIr. InRflMfATIOLL HCOlQOMI Pbmae3MS

Whereas, in Artile I of the Articles of Agreernnt of tile Internmtional Mome-
try Found it is stated that one of the principal purposes of the Fund is to facilitate
tire fx[tfl n i ) nI. aI ... I blanIttit roth of Initirt1onal tntde, and to ontribul
bhereby to the promotion and maintenance of high levels of employment nnd real
ineome and to the development of the productive resources of all moembers as
primary objectives of economic poliey;

Whereas, it is recgptied that the complete attainment of tils andi other pr-
owis and objectives stated in the Agreement cannot be abchieved throlgh the

insrumentality of the Fund alone; therefore

The United Yations Monetary and FonvMcfao Con4erepI,

RnmornntXrus:
To the partleiipating Oovernments that, In addition to implementing the spcite

nmofl lwar y i.l.d firlalOll n1el i.l].. wh ihbh were ihr subljcTt of tills onlferenee,
they seek, with a view to creating in the field of international economic relations
conditions necessary for the attainment of thile purposes of tile Fund and of the
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broader primary obJectives of economic policy, to reach agreement as soo as
wnsslble on ways and means whereby they may best:

(1) reduce ohstaeles to international trade and in other ways promote mutually
advantagus Intloernational commercial relatilons;

(2) bring about the orderly rarketlg of staple cmmodities at plrces fair to
the producer and consumer alike;

(3) deal with the special problems of international concern which will arise
from the cessation of production for war purposes: and

4) facilitate by eooperative effort the harmonization of national polies of
meber States designed to promote and maintain high leVels of employm,,t and

progressIVoly rising standards of living.

VIII

The UMited A'tion AMonetary and Finanial C crmffelte
litot-vas

1 Oexrss RSgrai uile to thet P.r.iesflt if the Unitedl States, lirnk D.
RrIt¥eIl. , for Ilis [ijihive ii, in'fro'ing the present Conalr.n.ll.e fil for its
plali'tra{ toil

2. 1T, ixpress to it, Presidt,. The Honorable Henry Morgenthauu, Jr., its
deejp aJllitr iio, for t1he tra 1Iia'bhip lll er it which he has guidetd thl, Con-

3. To expres to the Officers and Seiff of the Secareariat its apprctiation for
tihllir iliring serviies and diliget offorts In contributing to the lattainmont of
the oIehttives of the Conference.

In WrTI.SsN wn1*Cr5, IIe followlng delclgtes sign the present Final Act.
DONE at Bretton Woods, New Hamnlbire,. on the twenty-se:ond day of July.

nInlettn iundreI and forty-fioer. in thi English Iangliage, the original Ito e
deprsited in the archies of lthe Tprrtment of e of the lintltid States, and
,ertifled oolies thercf to hi fui sheli by the Government of tile United States
of Amnrica to each of the GovrniIent , ]rid Anthoritites rpresented at the COn-
fereri cc,

For AUrSTlALA:
L. G. MInvLrT.

olor iUrpose of certifeation

For BELGIUM:

Ftri BOLIVIA:
R 1~&3,,¥1~ ~

Ir BRAZIL:0
A. og SZA. CotiA

For CANADA:
Ml A MACOiNerSUe

ForPCHILE:
Lins ALAMOS

For PI(NA:
K'rto Ivhio Sa m [S1SL

For COLOMBIA:
CA;Jt Lk¥tAn lFs'hgrmO

For C(OSTA IRCA:
LIIS D.'TONOK C

For Cuba:
IC I Movnnvour

For CZECHOSLO)VAKIA:
L FPlKnAftna

For TIE DOMINICAN REPUBLIC:
A. COnPtto
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Pr WCUADOR:
F. F. CAmtO.

For OYIPT:
S. LACKA NT

R ETHIR OPIA:

For THE FRENICI DELEGATION

FO, GREECE:
K. VVArkJnr.s

For (IUATRAMALA:
M NoRl,,A M

For IIAIT:
A. LIaiAITD

For IONDIURAS
JIiiA 1I. C:,R$tY

For ICERLAND:
AIAUN(lf SIormo

For INDIA:
A J RIn.MA

For IRAN:
DR. TAIGI NAS$

For IRAQ:
IBHRiUM KAML.

ForLIBERIA:
WLTIAM E Drr4Nis

For LIUXEMBIOUGO:
lProu]. L;OXALAIAI

For MEXICO

For TIlE NETHERLANDS:
J. W. Bmrn

For NEW ZEALAND:
E C. FUu SKL.

For NICARAGUA:
GOUrIMO SEVIIA ScAtA&

For NORWAY:
W{LnRm K~AU

Feor PANAMA:
A. O. ARANGO

Por PARAGUAY:

For PERU:
P. 0. DMnnnkx

For THlE PHILIPPINE COMMONWElALTH:
A SouAo
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For POLAND:

or THE UNION OF SOUTH AFRICA:
S. F. N. Gim

Fr, THE UNION OF SOVIET SOCIALIST REPUBLICS:
aM S. STrPANOV

For THE UNITED KINGDOM:

For TIE UNITED STATES OF AMERICA:
HANlY MIo}1OEaHAVl S

Fur URUGUAY:
MARIO LA GAMmlA

FEur VENEZUELA:
Tile Venezuelan Delgation wishes to espres that its signing of this Act

ihoes nut iapy anlly recommen dation to its Government as to thI aeTllt.an..
of the (iitlo]i I [5 Triol Ciltaluli ed. The Venzutelan Delegation shall present
to its (,ovrlnnrlt thJto documents to thei careful m exlailti on Within the
broad spirit of ulIabr.ltion that has alweys guided the acts of our Govern-
meet.
I;onoto lidJAs

.ur YUGOSLAVIA:
Dr. YIAIOMII lyBia

WAIieU K,,LCKNU

HPv. 9s-Am'I

ANNx C

SUMMARY OF AGRE'EMENTS OF UREfl[ON WOODS CONFERiENCE

This C(o.fenrnce at Br'tton Woods, r.TresnIlsiug nearly all the peoples of the
world, ill considr ded alt'r lr l t f ii terualionl money m and f'l'ad r wihth are
important for patie anid protllrty. Thie Conferene has agreed on the problmns

hullllg ltlnti on , t he 'eal urnS whieh shuld Ibe Ilkin, and tihe fornl of ilter-
natlioal Oxlpr'a ionl o or olligl]zatin which nrc rquil ed. 'ITh agre..il.elet. reace
on thmse large ald (* lpi 'ex allt r5 re without .... eettt lii the, hi[tor of leiter- a
natial i('(OtUlllie relailons,

I. The hntcrnatiotlc MofroV rjU Feun

Since foreil trade tffets the stanilnld of life of every popie, all cuntries
have a vi tl intert il tilhe Isyitn f e xehange of lnatiohlona m*rrtnci.es .uid the
i'gUlationsu aid ..el. t iots which govern its working. Btgause these monetary
tln laleetione are iteniabrl uioia exIhaillgls, the ialin11s nutst aglre on the bale
rules which go,vrn tilhe exchanges if the system is to work smoothly. When
they do nIot ,ag'e, lid whelln silli nlationlls itd Iiall groups of natiots attempt
by siwa]l an1d differrtt regulations of the foreign Xcllanges to gnail trade advan-
tiags, the reilt is instabhility, a reduceld viiI o1 af foreign trade, and (himage
to ,ttiolall e..i..llii*,. Tll S )cltr' If maction ii likely to lead to eeonomice war
faroi illd to endanllger the world's )eace.

The (oI.f. L'Ler has iteretfie agrrtql that brola ,terultional aicii is nees!
a iryI to iiilltatll al Inltrim llinl I lonetary y'st e* which will praloio, foreign

trade. The ilatlos shouIld conl.. I anild agrel' ots lttnl t ional uounetary changes
which affeet each oihIer. They sholtlIl outlaw p)ractiCss whillch ae agred to be
harmfltll I to world prolerbrty, and they should alsist eich other to overeome
short-termn exchange diiffieltiet.

The Con'ference has agrel that the nations here represenled shmld eStablish
for tihee ,urpias a j...l.t ii rta tioui oty, Thea In ternatioalnu Monetary



BRtON WOODS AGREEMENTS ACT 687
PFtd, with owers and resorceN adequte to lrforml the taaks asignie to it.
Agreement has been reached oncrnling these powers and Lvoutrees and the
additional obligations which the uber eountrles should undertake, Draft
Artiles of Aglreement on these ioint have bean prepared.

I. The Thtratinmanl BaRnk for Rconstrawtiu and Dvclogmpmnc

It is in the ilnterert 'f al ini hois that polt-war ree*latroctlion should be
rapld. Likewise, Ihe devl.opue n of the resourcns of particular regions is in the
general eo.l.o.n. interest. Prmramns oIf r.,umstrctlonli ad devejopmet will
spiled venomle progress everywhere, will aid peolitial stability and foster oaeo.

The ( olference has agreemd ha expanddl ltterni titonal in,vestmeut is essential
to prvilde a portion o the camptalt necsary for r.a.ostrwtlon nod development.

The Utsrlela has furtiler agred I ..I lie it tIOllS shOlle. 6ol lt r0 to in-
crelse the olume of foreignli hlm ettt fr tlhet e puulses,. iade through noimal
bnsiiies, elanels. It is epecially iuiporLnut that hbe natios should w .a.peato
to share the rtirs of sUlleh filig in .l.ese t, snlb' the benftt, are Bgenera

Tle Cotnferema has agrekl sha the itationi should establish a permanent
Interlatih)lml iBly to lierflorn thist funletio, to 1. e dl l The Jtrnnotl t
Bank fpr Reoonpwtp~ti ind DePlr mntml. It has be agreredt that the Bank
sholuld assist in provliing rllataI through normal rhanlils at reusonable rates of
Interest and for lonlg priod for proJeets which will raise the lpoductivity of the
borrowing unmtry. Theres i agreemnrt that the Bank should gearantie loans
IMade by others and that ttruugh their /,,bkeriptions of aDpital all countres
should alarw with the borrowinlg country in gulrantetlng such lmoas. Tho Con-ferncen has ign'ed on the powers and n.. ur.. which the Bank mnst habe
andil ol thle obligation which the .I..ln.. (lOllltrils nlit au, and hasnd
preaeed draft Arlicles of Ag9ret m*nt ,acordtiglyK

The (l'nferrutle- has reol'tli l i... ie In carrying oiut the pll/c{iet of the
instlliutions here pplroptd smein al cofnsideration should be giv'.l to the needs
(If enoItnrie which have slffered from ,,nemry o.ulnto n and hostilities.

The prorsala fornuiated at thie Clnferen.e Ir the estblibhment of the
Fund nal the Back are now ubmittedl, in accordance with the terms of the
{nvitatlon, for cmLoisideratlon of tile govertnlues and people of the countries
represented.

[Pp. 116-120]

STATEMENTS OF CEGRTAI DELEGATIONS

Cmoqc,,mo THE AflRcr oF AGREENdxr or TWE lNrTERNATloxAt Mon'r&ar Finen

ArticleI SraT BY Ill DEYQ1ON BY AI f
in tle optnin p t of the Aust-alin I[elega ion the pnros.. o the Fuod, which

provide criteria for Its mianaunent, place too little emphasis on the promotion
and maintenance of high levels of enmployment, and too much emphasis on the
pronimotlon of exehange stability and on shortening the duration and lesening
the degrrl of dliequllibrn, in ternatilonal banlance of aymenta.
Arctvi Ill, Retiton I

I rView of tie fact ita tt Anal lin las little gold ad few dollaJr, tLhe quota
fixd for Australia will compel her to build up liquid reserve outide the Fund
to meet the widA fluctuatiOns In her balance of pymnents. Inll doing ,I she I;
likely to have to take action In conflict wit th te purposes of the Fund.
Article Iv, Beueo 6(t)

The Austramlan IlNegath onll e conidred that the F.nd ri.onld b1 requied to en-
cur In a requested change In a Mar value whn I cont bhas a Brious and per-
sistet defcit in its balance of payments ,ainuauled by a seriously adverse
change in Its terms of trade.
Atice v. B soion p(a) (iU)

The Australian Dlelegatlon considered that in view of the wide finetnatlonsm In
the balance of [ayments of m any agricultural couMntles, the annual drawing
rights should be greater than tw tyfle pMont of the quota.

75167-5--43
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Artiol VSectionR
The Australian Delegation onsidered the ehars i,mrOVlIded fr in this Setion

are too high and questionea the principle of charging eountries interest which
have an adveire bpanar n If lmlymeunt while provision is made for the payment of
two percent interest to countries with a favoiwable balance of payments. ise
Article XIL, Sction O(b).)
Artcle XV, Slmon 1

The Australian Delegation tnsiderel that the right of withdrawal should he
pmoteted from being made memningles, by membership of the lRumd being made
a condition of membership of other international bodie.

81A ITBy tilE YHENCH DUfATION~

Article IIL, &wetiom I
RIservatlon as to the size of the Frenih quota andm of Eropean quotas In

general.
Artiole 11, Rrtfio $

Reaervatlon as to the omissi on of a clalse perml intg enemy occupled countries
to rimee their gold subsription by onefourth.
Artide IV, Sectton 7

flnervation on the veto power on nliforlm eiang, 1n par values acrded
to members having 10 percent or more of the total of the quotas.
Article V, Section (la) (Wi)

Reservation is to lack of flexibility as a result of presriblg a definite quan-
titave limitation on the pircbha of cirreney from the hanl to the extent
of 25 percent of the quota in a flmoth period.
Aricilf V, Sation 7 (b)

Rleervation as to the non-inelsulon of a euase in favor of enemy occupied coue-
tries In .onll.'tion with the provisions rquiring a member to repurchase Its
currency eom, the Funld with old or .onvertible curre.ies.

Artir, XIX (b) and (C)
RlNatlon, as to tile definil in of "official holdings of monetary reserve,."

Ar~teh XIX (0)
es1.ervatlon t is to til flefiniion of icullrent transactions."

AtrtlC XX, Setion 3 (b)
fleSeVjtioi' as to the date mentione for the selection of permanent exeu- a

tive directors which may not take sufficiently into account the situation of enemy-
o<x:,upltil countries.

aThMINTe BY TPus onaMAnoN or tI'ln

RTervatiion au to te sie of the quota for India.

SrA.iumPT~ fl Pas DEUGAISX01 MhIN

Uesera.tion las to the size of the quota for Iran.

,TAwanlY In Tfl IMinflLToN PM'

Pernvian law No. 7526 of leth May 1982, which suspended the free Morer-
sion of the currency into gold. provided that the, goll nayes erlating at that
time, viz., 1,338.71115 kilos of gold, valued by law at S!84,l,5. Pperuvian
Soles, were to Is earlnllked and olct in custody by the Central Reserve Bank,
and were not to be usal In any way or manelr, nor were ever IO beonie liable
to sizUre or disposal Tn any ontingency wIatsoever. ("Or, intangible" In the
original Spanish wordllng Of that Law. CAnseqluently, the gold thus set aside
by law No. 7526 clanot be tuken l i) acollunt, either for the purpose of etimna-
lug Peru's quota and Its pIrportion to be paid in ,gold, or for use In any of the
operations of the Fund, or to cover any contingent or eventual liability of Peru
if it ceates to be a armber or If the Fund is liqtfldated.
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STAIr m By TE R IOAM or O TBt vmor OFOlOF sovw iOCIa[Isr XrUBIIcJs

In the opnion of the Soviet Delegation the following additions to, or alter-
tions of language should hare been made in the Articles of Agreement:

_ Article III, Section S
Any country represented at the United Nations Monetary and Financial

¢Conference whose home areas hare suffered substantial damage fronm eyem
oejuptilon or hoatiliti during the present war, may reduce Its initial gold
payment to 75 percent of the amount it would otberwise have to pay."

Article V, Section (I)
To reword this paragraph as follows:
1"Charge and commlssions shall be paid partly in gold and partly in local

turrecy of the member, or fully in gold--unifornily by all membilers-independent
of the mount of the monetary reserves of each member."

Artile V. Setion ?
The principle. that so long as a member's holdings of gold and gold convertible

exchange exrtcd Its quota, the Fund in selling foreign exehalge to that country
shahll require thamt one-half of the net mles of sch exchange during the Funds
fmancatl year be paid for with gold, should be maintauined in conformity with
Article III, Sctlion ? (b) of the Joint Ntatement by Exptrts on the Establishment
of all International Monetary Fand of the United and Alsmvlat+4 Nations.

Artioll XIII, gection 2 (b)
After the words "l tile deposltories designated by the remalning four mem-

bert to 4dd tile words: "In cach of the four remaining countries hnltving the
largest quotas, gold shahll be held in the amount not lees than the amount of their
resipetire gold contrlbutitns."

Areohe XIX, (I) (4)
Not to inelude in e term 'current transact.oes" the "reinttances for family

living expenses", haring in view that the Fund may uomn the agreement with
the members concerned, determine whether certain spiefic transactions of such
kind are to be regarded as current tran(tions or esapital transactions.

ArtIol XIX. (a) end (e)
Because of the centralization in the Union of Soviet Soeallstie Republics of

banking operations concernled with iternational transctions, as a rule, In the
Cietral Bank-the State &ank of the Union of Soviet Socialist Republics, which
Is performing the fimetions of finanaing foreign trade, the Fund in calculating
the net foreign exmhange holdings of the Union of Soviet 8ociliSt Republics shall
Itake into ac.n.lI tile necessity for the State Bank to maintal, working exchange

balances abroad.

SITIaIM BY TIII dTSOiATIN or Tnt r ran tly XIsOstOM

Article XL, Setnion I
In the opinion of the British Goverument the location of headquarters of the

Fund ought not to be considered without reference to the ocatlon of other inter-
national bodies which will he establlshed. The same observations apply equally
to the location of the poj&lted Bank for Recoustretlon and Development. The
British Governuwt Iay therefore lhid it nksta.rx at mrne later dlate to ask
that nil such interrelated quitilons should be cnsidered as a matter for decision
between Governments rather than in a techlical conferene.

STATEMNTS OF CERTAIN DELEGATIONS

TN, AxnCas nr Analn Enr T e Tf Bi INWNATIONAL BANK s {) R{xolroscnoTo
,i,, DJv*ornmNr

fTIflMtnT BY Vtl tflallON OF oTf MI VNIfD 1nCenGlO

Article XIII, Seateion 1
In the opinion of the British Government the location of headquarters of the

Fund ought not to be considered without reference to the location of other inter-
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nattonal bodles which will be established, The same observations apply equally
to the locatilon of the proeted Bsnk lfor Reontruction anod leelopeut. The
British oermtent dly therefore find It asseasry at some later date to ask that
All such Interrelated questions should be consldered as a maitter for ildeislon
between onrvent rather than I a technical conference.

*l*tA fT alBY TRC XLZOATfl0 OF THE 1UNlON OF 80VI SCCiALIST tfPIBUCl

Thls section should be delted.
Artide 11. Section 1(b)

After the worMd "an pedttting the ompletiou of sueh restoration and recon-
structlon" the following words should be added: "and shall establish favorable
Lnterent and eommlsion rates for smob loand"
Artile , Section 11(b)

The word "nltlally" should be deleted from the last lause of the seond
sEatence.

(Whereupon, at 12: 50 p. in., the cormittee went into executive
session.)
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