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JOURNAL. OF INTilRNATIONAL ICONOMYPC

Bretton Woods Proposals
A Statement To Foreign Traders From the
Bureau of Foreign and Domestic Commerce

T F BUREAU OF ?OREIGN AND
T L [QETIC COMMERCE. like rher
pi lmnenl" of the Bretton Woods pro-
Ioaal', has awelcmed the active pubic
diclwsion Of these plans and }hei na-
tital countlerparts pli evousy ad'anaced.

I he flureau believes that the majol areas
of agreemeIlt and disagrelemll t can now
be ldentified and the essentia i sues
made clear from ta e , aridpoinit o the
foreIlg i Vt ode omniunity which i! seryes,

/% ol the moment. thire is little ni no
rapf\i:to in to the plropled Bsank There
ate lpot{'¥er, sevaila relmaining issies
with respect to the Monetaly Funid.
Quillt has been exprsedt i] whether a
multilateral agreement on tlhe stabiliza-
lion of lIrrene'l is essential 12)
wt, illti shorlt-term stailisati.n. ci edit

bin predetermnI linits and under
predetermined conditions carl be jusli-
iled: 3) whether' so atl1e I fund is Ie
pireud especially in view of the aucumu-
* 0ion during the war by .onle f.olign
coluntries ol ulltantial reeris of gold
afd f irein exeihi arr; and (4i wifther
a se ialate mititnotion for (xchange sta-
hilit atin is needed as iigaJInLst an xten-
,iori oi the powers of the BaLnk

i) Whateer the ultiniate policy of
ic Uniited States may be as determined

by the action of (ongl ., i. is c ealr hat
probably no other coundly In the world
itoday woulid be WiIltia to commni itself
to a lxd anid igid exhiange value for its
cureincy This is so becauisr the iliain-
teinance oi full enpiolnot int i becon-
i, crept ed as thile rimary con. dera -
tIIIi It inational econiln c policy and be-
culse illt ptursuit el ibis obiecDi1 iLay
under some circumsiances ll u ire ad-

lr Ic llls IIn thile abse.nc of anrt l-
trionat agreement m onsulllt oit such
adjlustmenrs and to ca i hilIll out only
under certai ll conditions, there is very

pi 0o hilty that exhange rates will bs
-obJect to conti..lll.. ti lnlittiions and
Idll Dblorcs Thls A inolvyes gceat

ii I i0c reaI peaacnlu. oIf exchlange
II p iattuon as a o prlietitiie s erport iii
ntrnattoional trade The ArbetJean
t ,$ien rladii is defenselss a airlnst Such
cinpetition, for the United States

neithler wishes to engage in such Disc-
aits Ill Is it in a facorablc position to

The depressing effects of cemlrenpeltt
Xc lhange depreciation uipil oui exports
atId te disruptive effects upo)n ou im-
porti. wlhilh exporters and nirtol r5
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who lived through the thirties will well
remember. can thus be avoided by the
United States only through pal tieiDpation
in an international stabilization agree-
ment Tile Monetary Fund embodies
such an agreement. It does not call lot
rigid rates of exchange to be supported
at any cost; it does not permit, save
within narrow limits the alteralion of
rates at will by individual countries.
It does give explicit recognition to the
interest of al countrilles ill the exchange
Yahles of the currencies of all oth:r oun-
tries: it does lay down a plocedire for
the fixing of initial par values which can
be maintained; and it does provide for
the orderly adjustment of exchange
values i the interest of nalional and
international stability.

The provision in thi. Mon'tary Fund
for teriatracy accolmllnodati6nl tO coun
tiles xllperiencintg short run Ls res
on their exchanges will also pLn.oltte ex-
change stability by giving them time and
by giving ile Fund time to apply suit-
able corective measures. The assigned
quotas, by adding to the nonetly ie-
serves iptentially at the d ispIal of
countries faced wlth tempolay difficul
ties in making payments to other d un-
tries on ordinary busine.s transactions
will make it les necessa.y for them to
restriet such paynlents th roIgil ex-
chtate c bntrols, as Iloiall trailers who
recall the thirties will again testify are
even more formidable obstacles tin trade
than fluctutlling exh:eliais

i, Bitt why mil thile ainmount of the
allowable short-terln accommotionon
and tit. conditions under which it may
be extended be predetermined instead of
being decided on tile erits of each case
under the circumstances Iln ,hIc, it prd -
sIts its'l!f? SinpIly blbeaus foreign
countlies will not agree to disnmantle
their prese ont loihs wrliich in many
instances are deepl inlibdderi in theitr
entire economic sticlutcUe, ld forego
tesliictive controis in the eittre with-
ouI fairly de.finite assurance ihli! fitall
nl] assistancde 'l] be tafrtioming

should they ,hilt pursuing pIali. I S con-
isrent with the purposes of Ihe PFund

Agreement, nrounter difficulty inll bal
ancing their intinali ona! income and
(ruigo

Thus, froIll the point of view of the
Ameraln foreign tradi.u there i, in-
plici ' i lln the Bretton WVood roposals an
Oagrecment or transcendent imlortsrnl
On the one hand, the wold agrees to
play the game of intelnaltnal tlad,
according to tile ree-enlerplise rules
thie foreign tradr prefers and In con-

fornfty with the established commrcial
policy of the United States. On the
other hand, the United States agrees to
join with other cointtiils In relieving
short-term shortgles of exchange and,
jointly with other :ountries in the Bank,
to make available long-term credits for
reconllstrutiol and development, No
such agreement could be made on the
basis of considering needs for sta.bilila-
tion cledits as they arise and attempting
solutions on the basis of financial expe-
diency

It should be clearly understood, how-
ever, that thile Fund Agreement involves
for a member coiulntly no absolute guar-
anty of financal. resources. The quota
allotted a member country is not a
checking accolnt Ratier. it determines
thlle amount of foreign currencies which
the Fliund authorities, so long as they
are convinced that the eountly is abld-
ing by the purpose .Of the Fund Agree-
ment. may normally sell to the applying
member.

3 the existene of ubstantial and
widely distilbited reserlves of gold and
foreign exhange In tIhe hands of other
countries is perhaps the most favorable
circimistane that, could be conceived
fior the Si/cceSSfil operation of the pro-
posed Monetary FRLnd Under these
conditions, it will be faced not with an
early and general deficiency of dollars
but only with the temporary and Iso-
lated deficiencis with which it is de-
signed p'imaitly to deal The existence
of ths .r eserves also n iminmizes what-
ever risk of inancial loss the United
State might assume in sulheribing gold
aid dollars to inthe F1nd and minimizes
the likeliehood of any need for additional
dollars

Even a casul sclutivl of the national
quotas in the Fund, cunijdered as limita-
tiols uiponI Ihe use I f its rsourcees, will
indicate that tI iy ale not large in corn-
parlson Wi th past aid possible future
national need, for balancing interna-
tional payTmnts, hus, reliance by
menmbers upon their owl resources is
ra lhel i Jn tlh Fund propos.al, and the
larger ther ireselves the better the
chances of the suces.sfu] operation of
thi FuRld Fult.hellore. although the
external resit1es of othel riuntries are
now large in tiie aggxigale, the holdings
of .nayiv iidividual i countries are small
those of "otl" aie small in coIparison
witih immndialtly prospective post-war
Ileel, and because of otherl claims
againsl lhin, they cannot be used en-
tirely in ,sttling internationaI balances.
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leside Who tin .ay. in view of ihe un
certainties ahead, hat countlCas wil
have adequate Ieservl nred what CUru
tries will not? Only a general formula.
appiicable to all countries under the
sam coridilinns, cran meete the problem
of providinl emeglenyy cx.hange re-
ser ve

4 Thel question of sepalate mistitu-
ti0ns as opposed to two departments in
a single institution may not be important
in itself. The draft agreements provide
that both the Bank and Fund shall be
located in the United States, and it is
nvilsaged that their managements would

work closely together. However, sug-
gestlons that the proposals drafted at
Bretton Woods be modified are im-
portant. because 2 years were required
to reach the present tentative agree-
ments and new agreements would neces-
state prolonged negotiations Hence, a
rejection of the proposals in their pres-
ent form might mean that there would
be no basis upon which to build a stable
exchange mechanism during thie critical
transition period from war to peace and
that any reasonable chance of freeing
international trade of burdenSoml ex-
cang e restriction s would probably be
lost On the positive side of the ques
io,. it may be pointed out that the Fund

and the Bank were designed to meet es-
sentially different problems requiring
different approaches. different tech-
niques, and different tools for their
solution
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It is not sirpising that other coun-
tlr ile llawaiting the ratification of the
United States before themselves acting
upon the Bretton Woods proposals The
key ole of thle United States in thle world
economy makes its participation in an
nterinatiohal stabilization agreement in-

dispensable Without the participation
of the United States, the countiies of the
world will inevitably seek other solu-

ions to their exchange problems and
other means of insulating their econo-
mies against the hitherto erratic fluctua-
tions in the United States economy and
the resulting rapid shifts in the amount
of dollars made available to foreign
countries, Such action-in the direction
of self-suffciency programs. bilateral
and regional trade and exchange agree-
ments, restrictive exchange controls, and
futualuting rates of exchange-will be
as damaging to United States foreign
trade and the interests of the American
foreign trader as they have been in the
past.

The United States is raced withl a
lhuxice betwe llading in the ,eestablish-

ment of an international monetary sys-
tem or attemptaing to dealilh problems
of foreign exchange on a eal c-as-catch-
can basis There has been no interna-
tional monetary systelt in the sense of
a generally agreed-dpon and workable
set of rul.e since the old gold standard

ucclcumbed dui ing the First World War,
An acceptable substitute must embrace
two essentials: 1i A restively hivth de-
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gree ot exchange stability so that Ioreign
traders and investors may be reasonably
ass.ured against arbitrary, cpriciou. or
competitive reductions in the exchange
values of foreign currencies and (2) an
adequate measure of hit ernational
liquidity so that the proceeds of sales of
goods and services and of ordinary in-
vestment transactloln can be transferred
irom country to country on a multi-
lateral basis. without restriction or dis-
crimination. The proposed Monetary
Fund embodies both essentials in a skill-
ful compromise among divergent na-
tional points of view.

Thie Bureau of Poreign and Domestic
Commerce believes that the Bretton
Woods proposals should be actied upon
favorably If the exchange problems of
the transition period are to be success-
fully met To argue that a better plan
could be devised is to defeat by intermc-
nable debate a constructive proposal
which itself provides for amendments in
the light of actual experience with its
operation Whether action should wait
upon the restoration of healthy national
economies is a fruitless quest/on, A
healthy national economy requires ,
stable exchange system and a high and
expanding level of international trans-
actions. The Monetary Fund can help
to create these necessary conditions. it
should be given an hpportunity to do so
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