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The Bretton Woods Plan To Prevent
A

International Financial Chaos

T E United Nations Monetar y and
Fi ... al Co nferene, held at Brl
ton \Ve nds. N. Ii, r LIthree weeks in

Iuly, was te..dkd by he rl:presentativs
of 44 altlions. The confereie. m.et oni
hee ivilatkim of the Uinited States and
as the uutgrowvth of a series of in ..rIal

bilaterl discussion, bginning almost
IS months before tie conference met, be
tincl technicbiis of 30 different co -u3

ties. The technical experts of a dozen
or nliore of he larger and more impor
tant OIlIitrie, illnhuding the United
States, ihe United Kingdom and Russia,
met at Aiahtic City prior to the fomanl

onfiereli.ce. ald dil tissed the matters to
he ci.nsijered by it. Nollig ...was .stld
at Adtanti Ci y, hut dissussiorns here
gave the prinipal .ountries concerned
a iuid.erstilndin ig of rich oter's view-
po.ints and grealy facilitaied the Iller

,ork at lrctton Wods.
The conference plodlnced two agree

mnent$ for urimsbmsioil to Ie h :i ,ous gov-
rn niilts r.pres....t Ie, one providindg for
the ~loraioalll an international mInile
tory iund aind the other for an ibierlla
tieh.al bmk fo r econstruction ani d d-
elopillent. I:ah of th e twvoorganizarlons

as proposed is distinct and sepirlate from
tile other, anti each has a d ifferent p.r
pose athhough lhe two ogaiiizatiuons sup
p~h/nent each other. ['he interlatioal

lo"e"tiy fuiinid is /etigeiid Io asisti the
Xt;irloS toulliries /if [lie wolh lii iii setIndg
ildatittes Jue or, turr nt rioutints to ]ro
nII .... Iliiage. staIbiity. alld Ithus t facl

of i ;iriatnoIl tratde. lw iank fto
rcniistlciur i cl h c aln i dopineiit I isd
sined .to rni.otiaghctil exportation of
ciqcpitl for pro ctirtti pu lposes from
counries I like th U. S whiclh are in
ptosiLion XiilJVit capital to co i]r[ C

hich need si. h tcapital either bc auseI
they hav eln i as.atd It the war
or bIlrise d they are eco lonically ude
eloped. Both instt s represent

ccIperative lilter...ti(.nal effort to soi¥c
problems for thr .Onlllno.. benefit of ill
the naio.ns oIf the world. The nlflflIig(
mtel of loth int m'itions is II r prese it
and to be elected by all tIe cot..tr-s sulb
scribhg LI them.

No participant in the conferense or in
the prelimmniar¥ meeing of the experts
could fail to he impressed by t.he tr~;I

By EDWARD E. BROWN
Board Chairman, First National Bank

of Chicago

dsire o all hLc ULnitedl anid Ablicd Na
IIons to " volk tog"ether r die coimmon
good and i doiing so to modify .and
onproinise estrngly held views anti

opiinions. This is true of all the nations
r epresente and not least of the t.o
stilonigest Iaions aftier the ened Stites,
Ruslsia an rite nritcd Kingdom Both
ag ecements as fin ally drafted neessariy
represent compronfihss, is all hitertl
tioIInal agrleemelltl mist ii the world is
out to domin]ted by a shigle poset. The

"tagler powers in maly c..c. we.re rep
resented by delegates of great obility m]l
,.chnic.ld knowledge. aid iheq made im
portanilt contrihutouns to flre conf ereulc.

were alay carefl riysdericdl aind
ccvy pfort ,:aS imache aim the coileremn.e
.to recognize thenim when ii as possible
nt, do So.

Currency Musi Be Stable

M oI t of .o,, I ai r lrc. rccgotliZc the
l:; t tiat a o lilmtry tailiir h rrate c ,ii
taim an) considerahlih l egnrc of intiernl

.to.l..l.ic att/itv without I miurienit il
Vi]i(h itS , i-zips hate stie t tonli

It I ahe tlhili willing to take it
in trade with e lch oilit r icl to m ike
tentrarts rii [niing for at l 'st short pe
Iiods it aI msI , f th (la r rel... .. I ,i1,
sur.e V. also rerognie thi:it ii trade is

lie c ondiitttcrld httwtee /i ia disidqllSl't, ... "'mdpjI iflaT iloiu colintries andl not , hroug l . ir
cicdiutioi , state. or sttel touitrollhd

nlipuanie$ , that the currencies of saiols
otlntrbis mlst Ihave it least ,alati e ta

dlitv ill reltion to ach. other.
Pew of is. I inlk. iealie how tre
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nit nIdus the insfaihiity o, the cuirenci. $
Of aii ar ,ladatd .ot.litries and
oher. lLiiIr ois not physically devastated,
but whse .. ono.iii h s have been disrupted
h¥ shwar, vl he wvhedl petce comes.

\t the present tim lend-icase and
other devies give an artificial appear-

,ce of shability to many currcecies.
elite peace comesl unless something
iiiastl is done to bring about currency

stabi i zrlion. econonilc chaos is certain
ioresult in Iany ouaotl'rIes. Economic

chaos imnis not only practically no
iliterl....tl IV trade; it also means civil
war ani politica .urest. Witness the

recent ase of (rcc. e Econormi chaos
m F u rnp, ,,ould rsult i. much of tilhe
C.lli.t nl lidtiter going iommunistic and
ing iselIf ip withll Russla or trying

sorie form of centralied slate dictator
ship of hl ypei le Ire now fighting to

csmrov. In oiiw w\n interest, niot onily
etleaist- a seod Voluml e ot foreign trade

ula iI llein he d iftrenc bttween rea .so.
alyv fuill c.gpioment an depression at
lorn<bin lect ,ItS of rihe greatly Jnrerraed

ui/u3 andi natal exprnses to which we
'ill br pt if the rst of IIthe wrlI is in

lIlli wj it i inlp[eralv tht e h act to
[utsili postwar currelcy chaos friom
ii x/l1'p ig in .ie con.itries of the world.

hci ipop i.. id/ternatioLna monetlry
ild is sst iiti;liay aI coopcrative arrange-

tindet lhr .. h.ih each country paity to
t agrees to make aal:ihdlc to the other

eInheir ; 1 a lnot..nt of its currc.y inld
etch t epd t to i giwm a.n...nt Of
\A .. rican dollirs, ic] amount is

~alled hat <otntry's qta. Il rieturn,
achi countr. y gels tile right, stlhec to

Til.l.s iii..tatrllms ani onditons, toL
horross noney from the fond ill to ihe
alrlint Oit its quota tel thl purIo.se of
pa'yin for implorts amn ba],lncing its
iorerin, ...na} payments, but with the
prybise hl:t no couintry shall have the
right Ito orrow more than 25 per cent
of its /]noota inl ili one year. A country

orr ring I t i itiicrest at rates
"ddiid increase progressively bth with
th} ]eigth of time that Ihe lon renmains
/iclstai/dililg inl wiih thr percentage of

its qota ..borowrr ed.
T, I req...n tl he.,rd cmlicism of the

iilnm is iih it its prematire and that the
ld is nor ready forI, it, Even with the
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recent military setbacks. it is possible
that tle occi pied nations of Europe may
soon all be liberated ad major hostilities
in Europe cease. If the nation, of Eu-
rope are to get on their feet and are not
to fall i'to chao, ii i s nIecssary that at
ihe earliest possible date they have cur-
retincs with soic degree of sthabiliy ani
which tar be recognize and used as a
basis for internattonal trade. It is a lmost
equally riccsstry hat many other co.in
tries, vhich were neihr devastated nor
(u pied .and w Ilk are cxip.rters of
food s.. s f nd raw maeridals, but whose
ccononi s haye s ffered from l e war,
should also have national cirreciiics with
soie stability if tley are io expori or
import. While some degree of ec.oomii
recostriucion and rebuilding of de
srnyeId faciliiies for production and
transport wili hive to be d lne in the

countries which ere ocupied by the
eniery b lier .. ly considerabe exports
can be expeld, this recnstuuth&r will
be slowed to a snails pace if their pro-
pie lack confid.ence i their domestic
currenies. Lcoi strl.c tihn andl currency
confidence go together. To say that one
mulst p recede the other is like saying the
egg must p.recede the hen. To say that
Ii(rrcli/ siabIZibaTln iulslt he preceddd

by economic rcostirucdoni, balanced
foreign trde, and b ,alanced budgets is to
put off the possibily f all these for at
least a generation.

All tihe nations icpirescntd at Brtton
Wcoois reaized that no currency stab iii-
zation was possible iii the case of
country which was ngaged in civil wr,
or in ma.ior hostilities in it, horne area,
or in whidh any consiricrabl e and in-
usual segnieit of its population was
starving. On the other hand, the need
of starting up international trade in Eu
rope, South Americ, Africa, iAustralia

and the Middle East is too urgent to
wai u t.id the Japa.nese . i r is finally
over.

Regulfations on Fund

The fnid agreement proides that in
no event shall tilhe fund engage in ex
change transactions until after major
hostilities in Europe bive ceased and,
lurt n.r, contains provisions designed to

keep the fund from opening up its re
sources to a country engaged in civil war
or to a ounitry like China still fighting
in its home area, or to one which has not
passed tile starvation stage whic may
In some countries tem polorrari r followi
ihis war,

ih is also argued that the flird is too
large for stabiIizationr purposes and wild
therefore encorage countries to delay
tie necessary steps to bhal.nce their fior
cig, payments. .lowere. it should be
realized that the disloations in trade
caused hv the war wvill ievitably Iead
to nmuch larger fuctuahio..s in the exports
and imports of many c ountries than

would normally exist, and that die
amounts requircd to offset disequiii
briunis in ile iatice o[ payments in
the first few post wr year, are greater
tIhr would n..rt.ally be the ease. If one
kee pis these facts im rinrid, the total
ameount oIf tile Fund ($8,800,000,000)
and the quotas given the various coun-
tries of the world, inclding the United
States witb a quota of $2,750,000,000 and
rite United Kingdom with a quota ol
$1,3g00,{1000), do riot gencrally appear
to ib t0o Liige

Russi i, wilh a conliplee system1 of state
trade, does not require credit for triLrly

stabilization purposes, anid it may he
imiti.tel that Russia ill probably use

Ip her qi ota il the first few years of the
fuulls existen-c to pay for imported
apital good;ls .c.esa ry for I.ee cc.on mi

reconstriii io n. It iii .st also be realized
that onice her econi nly is reconstructd
RuIssia, with her large population, with
an unqutestihably stable government,
whehcr one likes it or not, and with
natural resources se.n d onlyv to those
of the I itred Stires,. will be in a position
to rep y her borrmo rgs from the ftnd
withoiuit dificl.ty.

Fund to Control Lo.ns

It is <ihcilt Io see how any scheme
for iinreratinial stabilization of cur
renies could workv with Russia not co
operating.

The most strongly urged criticism of
the inrd agreement is that it gives a
couinriy tie right, subject to various re
strict ,ons and condlr ions, to borrow
from the find tip to the amount of irs

iuota.

It is argued by many tiat the fund
should he the sole jIdge of the credit
wortlnhess of counries desiring to e
its resources and should uhave absol ute
discretion in tbe mn:tter of granting or
refusin g credit The proponents of this
view say chat it is impossible to conceive
a solund credit organization operatiing on
any other basis than the normal basis
between lender and borrower in which
the lender is tie sole i dge of the credit
[It shoulid be borne in mind that tile find
is dealing wih sovereign governments
and their central banks whlirci must
know not onvly what their resources in
hand. are. hut also what borrowing facili-
ties they can colni upon. A large corpo-
rai on in this mounry whose opelatiohs
may require it to use borrowed money
almost always insists on its banks giving
it lines of credit, whicb the corpora ion
olay no use, bjlt which its managemen t
knows are available in case of need.
Many large anid very solvent corpora-
tions in recent years have gone further
and are paying annual fees to banks in
return for getting definite rights to
borrow u p to certain amounts over a
term of y eals. The necessity of central
banks aid treasurie s knowing definitely

what ircsele credit they canL count upon
is much greater thain that of a business

The field agrecm ent recognizes this
firt, but at the time ti. e the right to
daw tipon. the fund is a right subject
to conditions, e.xcpt as to initial borrow-
ing which canrolt exceed 25 per cent of

e on try's. quota. Ift the fund finds that
a cauitiy , iusinig its borrowinwg power
in a manner cotiltiry to the purposes of
the l.und, it .may limit further .rroIw-
igs or dieclare the caonitry inligible to
use the rfsources of tie flned. Every

ioun try des ring to borrow ifro the
fund, including its initialI borrowings,

ust represent that it presently needs to
borrow in order to make current pay-
ments wiich are con sisteilt with the pro-
iion s of tciF ag rc rent. And, the fond
may postpone initial ec hange transac-
tions witl I member coutry if it be-
iiees that country's condition is such
that it cannot use the fund for the pur-
poses for which it is intended, or except
i I way prej .l.icc al to the fund and
is mcmnbels.

Sinice voting rights in the fund and
control of its management are closely
related to tihe quotas of various coun-

tries and since the United States has the
largest quota I think it can reasonably
be .assumedt tha the Amercican view
poin.t will dominat lie in maage.rent. of
lihe fundt .Eurthcerore, if, as is certain

to be thhe.ase, the American doldhr is the
clirrencv most in demand after the war
the knowledge on the part of other
coontries that the United States can
w i thdraw if its viewpoint is flouted by
tie mar agemen t sholdd practical y in-
sure recognition of our views by the

Changes in Currency Value

Ilhe f..nd is not in tended to set up a
fixed gold .sine i..d and tie all the cur-
encirs of ,the ,orld to gold. Few, if any,

coniitries in ile worli consider such a
tie ip desirable. Many, probably most
countries, feel today tiaI circumstances
may arise lb, lch would make a change
in the gold value of their currency im-
perativw But the fund does make such
changes mor dffieicuh, and does ensure
that they will not be undertaken lightly.
In the first place, every counItry must
consult with the fund before making a
change In the second place, it must
make up any reduction in the gold value
of its currency held by the fund. After
initial changes aggregating, up and
down, a total of not more than ten
perent, the fund may object to a pro-
posed change. and if the country over
the fund's objection changes the par

al, e of its corrency, it loses its right
to borrow from the fund. To be sure, it
is provided that the fund shall concur
in a proposed change if it is satisfied
that it is necessary to orrert a funda-
mental disequilibrium, and it shall not

I



object to a change because of the domes
t( sodal or polriidl poliicis of a mem-
bher ouii try. It is unlikely, in view of
these prov isions, tiha in the case of any
irst dias power the fund womi refuse

i co.nsen to a change in tie gold value
of a cu'ncn if after tiscu ssion and
a rg .. en.t that power insisted o its
necessity. But a great power rarely
cbaiges t he gohl parity of its currency,
in peace tinle at least, unless forced to
d, so by prior changes in the parity of
the irtr rei is ofi other countries which

psil' the relative value of its currency
in ilternatioiil uransactions.

''he ifund wo.I ld make gold the index
of the amlue of a currency and would
malinttin the use of gold for the setle-
ment If internationa balances. By so
doing it would execise a strong psycho-
logical iniluence on all coui tries to
maintami the gold value of their cur
retices.. Various countries at Breuon
Woo( Iis argued tiat the fund was too
nicb of a gold standard plan, and most

of the atracks iupon it in England are
based upon the fact that it will make
changes in the gold value of sterling
too dilicu tt. As a compromise between
rigidity and flexibility the very fact that
the fund is being attcked both because
it ties currennies too rigidly mnd too
flexibly to gold indicates lihat it is prob-
ably as faii a compromise between two
points of view as could be obtained.

in spite of the fact that the fund pro-
vides for canges in the gohI vaiiu e of a
Lu rrency and that many .u h changes
rna) be iado inder its ,rl t he fund y
lsholhl aiomi.plidsh three ,cry desirablc

results: irst, end the noisan ce of mlt-
tipl, e rrrenies i after the transition peri-
od: second. do awa wih competitive

exchange ideprei atio n: and, third, pre
vent the rse of currency manip..latio n
and depreciation for predatory political
* and economic p r.poses.. Gernany
shoscid the danger to the worl. d of al-
lowing currency maniul a. iotn for such

Fliminate Echange Resfrictions

The fund is desigi td primarily to
faciliate intfrnational payments on ,ur-
rent account only, and its redit facilities
are limitei to this purpose. It had to be
recognized that the postwar period is
gong to be one of great difficulty and
transition and that exchange controis
even for payments on current acount
establisbed during the war cannot be
eliminated at once. No one can say how
long the transitional period will last. hut
it is certain to be a matter of years. The
fund does provide that member cotnlitrie
shall take all possible measures, as soon
as conditions permit. to facilitate inter-
national payments and progressively to
do away with present exchange restric-
tions. It mIIust be admitted that the teeth
given the fund to enforce hte withdrawl

of restricions on cuIlrrent payments now
in effect are weak. But, realistically. one
must reieimber that the maintenance of
many of tbese restrictions for some years
alter peace is necessary to the economic
survival of various nauons, and that na
ions are sor enign and are naturally

ard properly very jealous of their rights
when a question of their economic sr-
rival is at stake.

Chief Objection to Plan

The objection to the fund which has
the greatest popular appeal i his cotu n
try is the one that except for relatively
small contributions of gold by other
countries the Unhted States is allegedly
the only country which will put up
currency that will be really i, demandn
Although the Alerican dollar will be
the currency m`ost in demand, thie cur-
Irncies of other countries able to export
large amouints of raw materials are aso
certain to be in demand. Canada, Cuba
and other Latin American countries are
certain to e inii this category, There will
he a onsiderable demand for sterling
The fund will Ihae a very considerabbl
amount of gold contributed by countries
othrr than ithe Unittei Staes. Many
countries have large gold holdings and
dolli halan ices whiCh they will presum-
ably use before drawing on the fund
Thii fund agreen t provides that as
the gold holings or holdings of Amenr-
can dollars of a country increase it m.ust
repay part of its horroIings fronm the
fund.

Bearinig these facts in mind and also
the fict tiat no country has ile right to
drts more than 25 prcent of its quota
in any one year. the dollars and gold in
it, fund canlnot tinder tie most unfavor
able l rcunlstances become cxli .usted as
rpidly as the obiectors to the plan ,fei
If the iTnited States recgnizes tie fu.nda-

eniiital truth that a creditor nation mlst
ulthi.ately accept payment for it, ex
orts in oods. u ising the wIrdi "goods"

to ilimu de services, the funid shotidd be
able ,o work indefinitely witout the
dolla, becm.i ig scarce. If tle United
States insists on onuinuing to export

more tian it imports, dollars are ihond
nltiirnately to heconie scarce and orther
countries of the world will have to diis
criminate against American goods no
matter how much they nIay desire them.
We can pstpone. that time by accepting
gold or loaning money abroad But
nltimatly we shall get ail the gold with
whicit the rest of the worldi is willing to
part. and we shall become tired of loan
ing money for the purpose of enabling
borrowers to paY for goods which we

currently export, as well as interest on
the money they have already borrowed.

It is to be hoped that before the dollars
in the fund have become scarce the
American people will have to coIme to a
greater maturity in their economic

thinking and will radically change their
present tariff policy.

While it would be highly undesirable
to hare the American dollar declared
scarec and exchange restrictions imposed
agaIinst it by other countries, t should
be realized hat if nothing is done the
dollar is hound to become generally
scarce throughout the world ill short
order and existing exchange discrimina-
toni against it are certain to icrease.

Even though the dollar is declared
scarce mad remains so. our contribution
to the fund woud lnot b lost. It would
he frozen, to be sure, and we would
lose interest on our contribution. But,
barrinig another general world war, we
coldd, over a period of years, convert
our claim against tie currencies of most
of the nations held by the fund into
goods and thus get most of our monoey
back, 'lhe fLund would still continue to
function anid thie currencies of other
coi nt rie would continue to be inter-

changeable at the parities fixed from
tine to time by the fund even though
not convertible into dollars. This would
benefit international trade and thus our
own trade. Mcanwhile, by our contribu-
tion to the fund. we would have made
possible ci rrencv stabilization in war-
devasted countries and by thus helping
them restore their economics we would
greatly incrasei the chance of political
stability. without which there is no
chance for peace and general multilateral
trade. And witout these there cannot
I onwinuing world prosperity or pros
pCrity in this country.

U. S. Must Aid Nations

All the critics of die international
monetary fund realize that the United
States must in its own interest help the
rest of ite world get on its feet after
tihis war is over either by gifts or by
furltishng credit and taking credit risks.
No proponent of the hind believes tlhat
it is a panacea, or hat alone it will be
lbcent to solve the economic problems

of the world. Some considerable degree
of currency stabilization is generally
re(og'ni zed as one of the indispensable
things which must be provided for a
retostrtictcd world economy.

No other plan has been suggested
which inolves less risk to the American
people than the fund, even assuming that
we still montinue indefinitely our pres-
ent high tariff policy.

The other plan drawn up at Bretton
Woods is that of the international bank
for reconstruction aind development. The
argument for such an institution is based
on two premiises,. both of which I be-
lieve to he sotind The first premise is
that the export of capital by a country
like the United Stare, which is in a
position to do so. to counries which have
been devastatld by the war or are
economially tindeveloped and can pro-



fitably use such capital, is a bncfit not
only to the partielir exporting and
importing countries but also to the other
trading nations of the woldd The second
premise is hat aiear Le cxperiencme of
the 2Os mid 30 s ssit foreign loans no
considerabhle aI.monl/ t o iLnfy will b,
loanel abroad, by Americans at least,
at reasnale rates of interest except
under so1ie adequate governmental
guarantee. At the preseInt time, for cer-
tin classes of loans the export import
bank drs give such a garLanltee.

Since, however, thc export of surplus

capital by a cran try eriefits not only it-
self andi the receiving country hut also
all the other tading nations of the

world, it is only Lfair that the risk in-
volved In such lendiing should be shared
by ai s.cLh Dulltics arnd not borne en
iirely by the exporting ountry.

The proposed hank developed at Brer
tin Woods vill have a subscril ed capi
ta of $10o.00,00oooo,000, of which the
United Stares' subscription is $3,175,000,
000. The suscriptions o ther cu ntries
generall v correspond to their quot is in
the international aonetar fund 'e
bank will be go reed hy a b.oard of di
ectors representing tie arious countries.
ind the voting rights of these directors

cosely .orrespond. with the subs.riptions
to th the e sock f Ohe I o .nr cs
which eIect ithm, As in the case . i the
fund, this onars tha.t the i oitli Staes,
phlis a leuw cut'leltS whosMe etoliolni
thinking is like ours. will at al imts
b, in contrml.

lTwcntv per cen of the bhnok's iniial
(ajita]l to hie paid hii o wi itrh i1n gol3d
or nited Stites dollars and tie hal
in the ic rrriies of tihe vario.us m..mbcrs.
lhe rest of the caphal is to he calind in
only if rIceIed t met l ..sses nd lust
he pit in gold or A rcan dolars or
ill he curieric) in widtl thi obligation

Designed Ior Specific Loans

I' ank it desied till opt rate
fitarlibi by guaranteeing loans for spC
iiit pro.e.tS such as railrod. harbor

,orks an.. stIeI plants, although it Inay
make such i.ns direct either mIt ol its
pa in capital oI from the proI.c.s oif
lebhuentrirts wiili it mnay slH. Ii it I..r
r , mos roI. loans nlmade with the pro-

i..o.rro. I hbv the banik. (f .ours., i
the vase If a b>;] guarn.tecdL.. Ii hie
bank, the lo, itsIelf wrl] de pa ,Nal¢

in the .urrenc.. of the country from
w hich the money was borrowed.

Ivery loan made must be for a specific
pr.ject whiLh has heei investigated by
LIthe ink as t its desirability and wliih
it i s hei.r.d will increase the productive
power of thii itbNnowilrg country. i)te
regard is to he gren to the ability of the

ounilry to service the in erest a n] amorti
/ation charges on the loan.

Every loan must he guaranteed eithe
by the naional go)¥rr.tilent ol }he ounq
try in Mhich the proiect is located or by
lhat contry's central hank or snm corn-
parable institurion,. The bnlirk will only
make or guarantee loans for that portion
of the cost of a propjct represented by
imported material which ihas Lo he paid
for in foreign exchange. The local e x
prendi rres on any project whIich call be
met with the connti rys on currency
mui.tb h raised by ihalt country indepen
ieniv of the hankk For instanic, if the

haiik made or guarntaed a o an to
Brail for the purpose of building a
rail od, Brazil ouldI borrow irim
the bank or i.nder thiIe bank's gui ranree
the money t pay for steel rails. Ico
motives, rolling stck signal apparatus,
etc. hx bib w.oul. d havie into he ii.h.p..d
if ts.uld have to riase th milllltv in
tlepetdent]ly of the hbank tL.i pay th cin

rIrtclon labor a nld to IIay for the local
iflilerbls ucd.

No loan cni le raisd iv tih bank or
uindr its guarantee ithiout the consent
(,itte otnifty I h/ch ihe ha iS
ailsed oH in ...ose tIr.encv i. is paab.ii.

While ibis provision was inse ted pm-ri
narily to thb ju ppose of enabling acti

LountrV to protect its owiln nliolVl¥ mar
kets. it iihas the incidfental elfet of giving
tn the Caited Siates the oie country in
which most oI the il an e or
guaramteed by lhe hanhk ill ha]e to he
raited a coltitiiilng veto powei oi the
bank'si operitioins

[ihe 'ia ious pivsowscth tegarding the
nitbinsl of hlans shotil] prowent the itn
pro idenr l lrc "ii Iend i irin I ich it c i.idrl d
i tile 2Ps.A large portiotn If tiise
IDarS was nsed to defray expt,'diiltlrrs

r ich the oy could n should
hale been raise d Io 1 and for pqr
[poses slih aS the CISr..l.c.ing Of opera
houses in Latin America. pnetarhrus
mi( Germany. etc. Most of those (lanis

cr( t malde tilhotnt ary conisileratmio of
li( tnltr\s ability to prov ide riL for
p411 "ixhaig reqiticd ill scrsic, the..

le ailmiiount of loans hicih lhe bank
can make or guarantee . s ristriodte to it,

in I I Ired I ap I L I f one assu..Les that
one hial of all tile imonCy loaned o
guaranteed by the bank was competely
lis., a, expcrience much worse than any-
thing that has happened in the past in
cI onn ciin with foreign loans, and that
only one hal f of the varions countries'
surbscriptions t to he hank's capital are
good, lbe holders of the bank's deben-
tires or of obligations guaranteed by it

woulId be assured iof payment in fuill. If
one considers that approximately one-
hird of the total capital is to be sub-

scilbd hy v the Uninted States, 13 per cent
bv rite iLlred Kingdom, 3 per cent by
Canada and a.. lst e qually large
iinouilltS by ilo1land nd Belgium, it is
roost unilikely that over 50 per cent of the
sihsc .riptinl calls wou not be met
T[I .ere is no practical possibility of coun-
I ris like Engl.Ind and Canada them
selves hborowintg fom the bani, as they
c.ul d not be considered as either de
asrateld or ,e(,oioi ivca]ly backwa.rd.

In ..ichusi.. I abl onlly slate that no
one thinks ihat ither the fund or the
hank, or bath togeIther. vili he sufficiet

iiitself tuo ee Ihe evils of the
world at th olI c.cluiio s of tbt present
warll. 1r shouhld. Iowever help treie.n-
disi v tiwari restoring sometiingg like

:trlIble ecoln.oic condtiions and rea-
snable stability th.roughlout the world
,n,, il d..evelop ing uitilateral world
trad,. I am one itl hose ,y,. believes
that il I n1itid Staties cinoit in its Own
i',er'st aId with safit5 to itself rein
i{la.ed imd apart front lhe rest of the
,,rht If anoti.her ,orld war should
rFtt "Ie sCttuld not m ,erely bae at
other lPeIl lIttar Our inidistLrial
ctt.ers. sih [I as Chicago a. l Pittshergh,

and ¥ilt l ol] .llll.. icatioti ald t rani.spoita
in/1 hillics siuh as the So() Locks
winl.d by largely destroyed b efore we
.ti...l know what had happenedL Apart
fro. tile IlltIstlotl Of miitary security,
no otionsd aleC srctiln of the worhl --

11n1 set the United Statcs cait enjoy
do.i.n. lI piospeiitv i1 at..cte dnlpressi. u
reiglls hioig.iont o tiher large sections of
the ,rId ieh t, an plans are not Ipr
encl ihey hnth insohe srnIC elemient of
iskl of lie 10n)o11 'nV put ilto them.

]it iltly rpresrsel itot v (lis hiut months
ind yrars oIf study and ntamest effort.
of collablratioi arid compromise made

hv d/iikecn t naOiial otci ec-sts to brimg
about tile result wlhghI all the united
and allied natioJs detire-. I hope and i
]ines-e iar the Congress of the United
States i~lI approve them.
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