


- _aally
the ]r\!erl"‘""o
Pr‘l\‘\‘mq

taking place during this war, there is

an effort to profit from the lessons of
World War I. One evidence of this is
the planning itself—the attempt to be
prepared this time to cope with peace
when it comes. Amid the talk of world
blueprints, of international police forces,
certain definite steps already have been
taken. One was creation of the nited
Nations Relicf and Rehabilitation Ad
ministration (o help  liberated, war
ravaged areas get back on their feet.
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Now the delegates of 44 United and
\ssociated Nations are meeting at Bret
ton Woods, New Hampshire, to drafi
another postwar program, this one deal
ing with international currency stabiliza
tion. Together the delegates represent
BU per cent of the financial strength of
the world. There will be' time enough
later to think the neutral and
enemy countries that control the other
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At its own option the Fund could buy
a currency with gold or borrow it from
2 member, to prevent scarcity in the
supply. When unbalanced exchange con
ditions developed the Fund could recom-
mend methods of correcting them to the
countries involved.

All currencies would be expressed 1n
terms of gold, and their par values
would be agreed on when the nations
were admitted as members, Any change
in par would involve consultation with

the Fund.
Executive Committee Planned

Management of the Fund would be
placed in the hands of a board comprised
of representatives of each member coun-
try, with an exccutive committee of at
least ninec members including the five
with the largest quotas—presumably the
United States, Great Britain, Russia,
China and France. Distribution of vot-
ing power would be closely related to
quotas. A member country could with-
draw by giving written notice, and the
Fund could suspend a member from
using its resources if the nation was not
living up to its agreements.

Stripped of its detailed technicalities,
this is the mechanism proposed for deal
ing with the complex problem of inter
national exchange. The details are im-
portant, because they determine whether
United States interests are adequately
safeguarded. That's why our govern
ment has sent nearly 10 financial and
legal advisers for every delegate to the
conference.

The reason for trying to evolve an
exchange stabilization program are sct
forth in the statement of policies and
purposes: (1) to promote international
monetary cooperation; (2) to facilitate
the expansion and balanced growth of
international trade: (3) to give conh
dence to member countries by making
the Fund’s resources available to them
under adequate safeguards; (4) to pro.
mote exchange stability; (5) to climinare
foreign exchange restrictions hampering
world trade; and (6) to shorten the
periods and lessen the degree of dis
equilibrium in international baluances of
payment.

All of this financial lingo is necessarv
to express a very simple economic objec-
tive. That is the creation of an inter-
national monetary system under which
a manufacturer or other exporter will
know the value of the foreign money he
accepts in payment for his goods and
through which he will be able to convert
that money into his own or any other
currency he desires.

This freedom to sell his goods and
convert currency without having endless
and complicated exchange regulations to
deal with is something that would bene-
fit the business man in anv member

- -l'* »
country. But to the United States, un- #
ravaged by war and in the dominant <
position ta supply the world’s need for = 8
postwar goods, it 1s particularly vital. =

It is important Lo mention two things '\

the Fund's framers particularly stipulate .
it i1s not intended for. It 1s not an in-
strument for relief and rehabilitation. Tt
would begin  operating only after |
UNRRA was through with a country.
It makes special provision for retention g S8
of existing exchange controls during the\{gl)’
transition period, and secks to encourage & .
their gradual relaxation, Nor is it an|
instrument for long term investments
or for making developmental loans to
forcign countries. The Treasury has a
separatc. World Bank plan which it is |
pmpusing to fill that need.

The Fund is intended as a mechanism
to centralize the job of meeting the
normal peacetime need of every nation
for the currency (in varying amounts)
ol every other nation. Charges that the
United States would be “throwing
money dowr a sewer” by joining it are |
born of suspicion that something more
than normal exchange control and sta-
bilization is intended. L

Is it, however, the only mechanism for
international  stabilization?  Obviously |
not. Besides the plan advanced by Lord |
Keynes, Canadian experts drafted a plan, |
somewhat similar to the American. Also,
there have been suggestions that a dollar- ©
sterling arrangement would be sufficient, |
or that the dollar alone could lead the
world back to stabilization.

This article, designed to explain the
pending proposal as a background for
understanding the important decisions "
being shaped at Bretton Woods, makes % |
no attempt to examine the value of other
alternative plans. Except for the Keyness
and Canadian plans, nothing has been
worked out in as great detail or has .
been subjected to as critical examination, =
But there are certain immediate objec- T
tions to the proposal of a dollar-sterling
agreement, or to letting the rest of the
world tie to the dollar, e

To Eliminate Artificial Restriction M

el 1N

As to the former, one of the main
ideas of the Fund is to get rid of blocked
currencies and other controls that ham-
per world trade. Great Britain, while
she has restrictions, is not the world’s
villain in this respect. Other mumrie“{ ~
are much more in need of conversion to .
the principle of freedom of exchange.

As for setting the pace with the dollar,
such action would add nothing to the
resources of foreign countries in the post-
war period. There would be no incentive
for them to remove their currency con- =«
trols, and nothing to prevent them from~
engaging in another competitive race to
devalue their currencies such as occurred
and was joined in by the United States ‘5
in the early nineteen thirtics. !

(Continued on page A7)
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Monetary Stabilization
(Continned from page 16)

It's nice to think that if we went
wck to a gnh] standard other countries
would eventually come around to our
reliance on a free functioning exchange
system. As the experts sec i, however,
there is no practical reason for believing
that they would. More likely they would
vontimue \\'urxhippmg their own mone
tary idols. Give the world another 10
years or more ol preacetumne operation
with exchange restrictions and it's pos
sible they would become so firmly rooted
as to remain permanent.  So, in  the
reasoning of those secking to achieve
exchange freedom now is the tme to
do 1.

Common Management

The whole purpose of the Fund is 1o
|‘rill:_: the !1.”11”5”; of international ex
\]l;lll_l_':_' under comman management and
r[l’m a balance in international p.;\nu'nu
through the policies created by the Fund.
There was no such balance in the 1930s:
in fact, there wis a severe lack of bal
ance. (f,lpil.l] Howed to the United States
;';{rll)' because some countrics falled to
take effective imternal measures to stop 1ts
flight, partly because the dollar  was
undervalued and foreigners were buying
_'_‘,mu[s too heay l]_\' here and JJ'.II'I!_\' because
of l".nrupr'.a more or less constant fear of

war during that decade, Tt was a dis-

organized process; each country was act-
ing by and for itself.

The Fund would substitute, in the
19405 and 1950s, some organized con-
trol. To the extent that foreign countries
contributed to the fund it is felt they
would voluntarily submit to s disci
pline, following the rules set up by com
mon consent,

Such common action should strengthen
the countries which are short of gold.
The countries weak in gold would have
to rely on the Fund anyway,—submit to
s l]]h\]lTlil]L" from the start.

In fact. if one were torced to reduce
the six-point statement of policies and pur-
poses to one word, it would be policing.
It 1s not an exact description, nor com-
prehensive, and the backers of the plan
would not like it. But it conveys the
idea that what we want 1o do 1s et
everybody 1o observe a set of fair trade
practices i international exchange.

Comparatively, the United States is in
;i!l"i I!U\itlun to face the postwar world.
For all our ||Iu]1:|.]!]1- $250,000,000,000 to
$300,000,000,000 postwar national debt,
we will be incomparably better off finan-
cially than any other nation. But for
some years after the war there 1s going
to be a tremendous demand for dollars
Lo Py for the g()t!du we RL‘H abroad.
Fventually this demand must be bal-
anced. 1f we can get it done in orderly
Lashion it iy to our own self-interest to
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