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retton Woods-
and Foreign Trade

HE MONETARY CO ERENCE at
T Brettor Woods had 1ly one funda-
mental purpose- devise monetary and
financial mesure which would facti.-
tate the steady and balanced expansion
of lnternatlnal trade. Among the sub.
sditry purpose-all meps to this end-
were the promotion of exchange stabll-
ty, the elimination of restrictive x-

change controls, the creation of penrm-
neat machinery for international con-
sultatlon ard cooperation on monetary
problems, and the stimulatoan of a re-
nowed International flow oft long-termt
capital.

To a more immediate senae, the CO -
ference was called to find ways of easing
the transition from war to peace I In.
ternational trade and Anance. It at-
tempted to deal with the inevitable dis-
thrbenuce and distrtns of the pot-
war period on the basis of mutual as-
salstce as contrasted with the purely
ntionallstic measures of foreign-trade
nsarticton and economic agmressito so
Prevalent after the last war and during
the thirties.

What Was Accomplished
The Conference prepared articles of

agreement for the establlahment of an
International Monetary Pund a anan In-
ternational Bank for econstrution
and Development.

Stripped of all their technical features,
the operations of the proposed Monetary
Fulnd would consist in essence of the sale
of foreign currencies to member coun-
tris, In limited amoumnts and under ade-
quate safeoards, to meet temporary
shortages of exchange for conducting
regular business transactions among
themselves, Such assistance in time of
need should make it easier for coun-
ra maintaiIg restrictive exchange

rols to remove them and to keep
i other obligations as members of the

Fund. lkewse, countries baving diffi-
culty in balancing their International
acounts should find it less necessary to
institute measures which disrupt sad
destroy trade, The Fund Agreement pro-
hibits competitive exchange deprecia-
tUn but provides for the orderly adust-
ment of exchange rates by international
consultation and agreement. It is de-
slaed to bring about the elimination of
exchange controls which burden trade,
after a period of transition to allow for
their gradual reltation.

The proposed Bank for Reconstrue-
don and Development is Primarily a de-
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vice for faelitating the flotation of for-
eOin loans In the private capital markets
of members by givting them an interns-
tionsl guarantee. The Bank may also
provide lou1-term capital through direct
loans out of its own reources of paid-int
capital or out of the proceeds of the sale
to the public of Its own obligations. In
either case the loans, except in special
oCircumstance, must be for specific proj-
ects of reconstruction and development

Direct Trade Eects
The oCerations of the Proposed Inter-

national Bank for Recotruction and
Development will Increae exports from
the United States. This follows from
the fact that most of the loans made
or guaranteed by the Bank In the first
years of its operations will be dollar
loanes and will serve, therefore, to make
dollars available to the rest of the world
for the purchaie of American goods.
Furthermore. since the Bank is not de-
signed to guarantae or make loa.s which
can be obtained on reasonable terms
without Its axlstance, the dollars made
available through its faclllties will rep-
resent an odditonol supply of dollars
and the exports which they finance will
be additional exporta.

The statutes of the Bank permit it to
make, participate in, or guarantee loans
up to the amtount of its subscribed capi-
tal of $9,100000,000 plus the amounart of
its reserves adm surplus, For purpose.
of illustration, It may be assumed. how-
ever. that the Bank will actually make or
guarantee. over a period of years, total
Ians of ,00O,000O, the difflerence be-
tween this and the mrxlnm permissible
amount representing what the msnag-
meat might consider a prudent margin.
The rate at which its resources are used
will be determined by the demand for
loans by foreign ountries for ream-
stuctibn and development. the character
of the management of the Bank, and
other jators. If the loans are made
at the rate of S1.oo00o0,000ooo a year
and If these are v largely dollar
loans, the result would be to InCrese
United States exports by approximately
the same amot zanui. However.
the in exports mnu in behind

the loans somewhat,. especially during
the early period of the Bank's operations;

The effect of the operation, of the p-
posed Monetary Fund on United State
exports will be fundamentally different
from that of the operations of the Bank,
The PUnd Is designed to provide purely
short-term financial aid to countries a-
Pelrienuing temporary balance-of-pay¥
ments difficultles. Thus, the operation
of the Fund will not provide a eontinu-
ing direct stimulus to the foreign lti
maund for American goods. although this
demand will be stimulated Indirectly if
the Fund succeeds in improving the gen-
eral climate In which international trade
Is carried on.

Since, then, the Increase in United
States exports will come primarily from
the operations of the Bank, and since
the Bank Is to make loans only for re-
construction and developmental Proj.
sets, It is clear that it will be chieflyi
capital goods and to a large extent the
products of heavy Industry which will be
directly benefited. On the'other hand,
the larger amounts of dollar exchange
made available for capital goods through
loans by the Bank will free dollar ex-
change from other sources for use by for-
eigners in purchasing the whole rage of
American exports. All exporters there-
fore have a stake in the operations of
the Bank, as well as of the pFund.

What More Is Needed
Whatever their merits or deficiencies,

the proposed Fund and the Bank are not
panaceas, and they will not of them-
selves solve the fundamental problems
of United States foreign trade. To the
Importer and manufacturer dependent
on foreign materials. as well as to he
country at large, the purpose of foreign
trade is to secure from other countries
things that cannot be produced at home
with equal advantage or at alt But be.
cause of the peculiar position oft the
United States in the world economy
there has not been in the recent past.
and will not be in the foreseeable future,
any real difficulty in findilg external
purchasing power to pay for Imports Into
the United States.

To the American exportier, the exame-
diate purpose of foreign trade is to Pro
vide markets for goods, and the bigger
the markets the better. What he wnhts
is to make a high and stable volume of
dollars available to foreigners in order
that export trade may fiouris. Ii
means either a high ad ler-d vol
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their international positions generally.
For strlctly stabllization purposes, how-
ever, a relatUively small revolving fund
of perhaps a few hundred millions of dol-
lairs would be considered adequate by Its
proponents.

Now, there are many common elements
tn this approach to the problem of cur-
reny stabilization and the approach em-Oodied in the proposed Monetary Fund,
The fixing of the dollar-sterling rate
would be a prerequislte Unader either ap.
mrnch to the establishment of a general
system of exchange rates Both would
give chief responsibility and authority
to the major powers, Both provide for
stablhlation credits, and both ame con-
ditloned upon a substantial reduction of
trade barriers generally and upon sound
internal financial and economic policies.
Indeed, it is a fair gUess that a lull
development of the keyrcurrency ap-
poach would result in a plan not dis-
similar to the Monetary Fund proposal.

There are, however. crucial differ-
meas between the proposed Monetary
Fund and the key-currency scheme in its
present stage of development Smaller
nations have an Important voice It the
Fund which would be denied them under
arrngements between key countries
only. The multilateral provions of the
Fund plan dscourage, whilens the other
approach would seem to entortoge, the
perpetuation and formation of economic
blocs, with all of the trade preferences
and restrictive bilateral deals which go
with them, The Fund approach recog-
nilzes tat not a few but many currencies
are key currencies with respect to trade
in individual commodities. It provides
also for the alignment with an interna-
ltional system of exchange rates of cur-
renicls which do ot fall into either
the dollar or sterling blocs,. The small
&sllsilZtion fund usually associated

with the key-currency approach iLa hsed
on the theory that currency stallistlon
is the product solely of sound Internal
policies and that, given such policies,
external credits are not needed except
posily on a small sale to counteract
temporary speculative pressures. By
contrast, the Monetary Fund, while small
In conparison with world-trade totals,
would be in a position to meet the Inevi-
table and frequently heavy pressures on
currencies from external caues. Most
important of all at this critical juncture
in world affairs, the Mnetary Fund tpro.
posal represents a carefully consbdered
agreement among the representatives of
forty-odd nations which awaits only
their formal acceptance before becoming
effective.

Conmmercial-l'olicy Goals
The proposed International Bank can,

within the limits of its resources, help to
increase export markets for American
products; and the Monetary Fund, by
promoting eschange stoblliatlom and by
providing short-term accommodations
for temporary exchauge strlentencles,
can create conditions favorable to the
ultimate abolition of exchange restric-
tions on trade and the restoration of a
multilateral settlement system, While
they facilitate solution, they do not in

themselves solve the international trade
problem and cannot be completely sue-
cessful even in their own tfields unless
parallel programs for the direct reduc-
tion of trade baaris and the expansion
of world commerce are soon adopted.
Converasey, the assurance which the
Fund and the Bank afford for stability
and orderly adjustments In the monetary
relations of nations and for substantial
international financial support in tem-
porary dlmcultife should encourage
greater readiness on the part of govern-
merts for bold action to liberalize the
conditions of international trading.

However desirable, It Is perhaps too
much to hope that either the United
States or any country would undertake
any material reduction of its tariffs or
other trade restrictions unlles there is
anaurance of emelare and simultaneous
reduction of the barriers to the admission
of its products into the principal other
markets. Moreover, the need for the
earliest possible restoration of peacelime
production and trade everywhere does
not allow the time necessary for earning
through a long series of neotiationsr be-
tweent parin of countries even if they
could be as effective for the purpose

The only promising approach is
through supplementing the Agreements
reached at Bretton Woods with a similar
collective conventlOin for the concurrel
substantial reduction of tariffs and other
barriers to trade on the part of the
largest possible number of countries. A
ordmlr feature of such a convention is
that the participating cUntries shall
move toward the progressive restoration
sf world comoerce to a predominantly
open and competItive basis.

Especlally If the multtlateral onven.
tion on post-war commerciael pole
should be brought into effect at about
the same time as the monetary Agree-
reats, the more sclfti provisLons which

It could embody rearding pe
practices In the aprlcatlnh of sil te n.
rious methods of regulating a couint's
trade should safegard against eze e
ceamntrols being used for nn fy
restrictive or diversionary purp
Alert and courageous admintnt of
the monetary and the commercalo-poltey
agreements taken together holds out
high promise for the revival and eapc-
sion of International trade on stablea
equitable foundation.

Tanganyika's Livestck Industry
The livestock indusatry of Ta y

has developed rapidly In the sak ,
according to the African prieS.

The number of cattle marketed durlin
the years 193s-42 rose from 99D12 to
288.83 and the value from £1248i0 to
£40411, Complete figures for 1943 As
not available, but in that year the Lli
factory In KenYa alone purhasd 100,0
head of cattle against 8.258 head In 1S3.
The export of cattle to neghboring te-
tories is almost entirely a wartlme .
velopment,

There are about 6.OO0000 cattle ad
almost the same number of sheep and
goats In the Territory. according to a
recent census of livestock. Tiesetbls
exceed those of any other pt of e
BritishColonil Elmptre. It ts etitated
however, that about double tiht rneIe r
would be necessary to prvide Sqte
supplies of meet and milk to mproe the
diet of all the AfrIcans in the territof,

The manufacture of larified butter
and ghee has also expanded In I)M.
exports of clarified butter anatd o
J,639 hundred-weight and goee to 17,M
hundredweight, as compared with 62
and a2,69 hundredaelght, respectvely,
in 1942.
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pg of enimport or of new foreign invest-
mRent. or some combinatLon of the two.
Prom another point of view, an Impor-
taot purpose of foreign trade in the
broad sense is to provide an outlet for
capital and in this way to counteract the
deflationary influetces on the domestic
economy of underlnvstment at home

These problems of foreign trade-oh-
r ainig needed imports. ding markelts

for domestic products, and providing an
outlet for surplus capltal--are all of vital
importance; but the fundamental prob-
lem of United Statea foreign trade goes
beyond these narrow conceptions, It
grows out of the enormous ecotmoic in-
fluenee of the United States in the world
economy and the resulting extraordinary
relationship of economic activity In the
United Sates to the prosperity of the
world. Recent Department of Commerce
studies have shown the crucial impor-
tance of making dollars available to for-
refrs In adequate amolunts as a means
both of maintaining a high level of in-
ternational transactions generally and of
preserving conditions of trading which
are congenial to a free-enterprise econ-
omy.

Whether narrowly or broadly con-
ceived, the problems of United States
foreign trade will find only a Pmrtal
answer In the proposed Pond and Bank.
A full solution of these problems re-
quires, as both Immediate and long-term
programsn, i1 a high and stable level of
economic activity in the United States to
Induce a high and istable level of imports.
,2) further reduetion of Import duties
and other barriers to trade, and (3) con-
servation of certainl wasting natural re-
sourcer, in favor of Imports: and, as a
program for both the immedate and in-
definite future, (4) new foreign invest-
meit on a large scae apart from the
Bank. If the United States wishes to be
paid promptly and in full for its exports
and ultimately to realize on its Invest-
ments abroad, it must look forward to at
eventual excess of Imports In Bte foreign
trade. The only important alternatives
are a continuing and progressively In-
creasing volume of American foreign in-
vestment on a large scale or a steady in-
flux of gold.

The operations of the Fund. by pro-
moting exchange stabilization, by secur-
Ing the gradual elimination of exchange
controls which restrict trade, and, moat
of all, by irmlnilzing recourne to meas-
ure% destruetive of trade by countries
experiencing temporary balance-of-
payments difficulties, will help greatly to
create conditions under which these de-
sirable United States programs can be
carried out. To the extent that the
Fund contributes to a sustained high
level of international trade It will help
maintain employment and weaken re-
sistance to necessary tariff reduction to
the extent that it stablllees currencies
it will increase the attraction of foreign
investment.

The operations of the Hank will con-
tribute directly to a solution of the
foreign-trade problem of the United
States and might go far to provide a
partial solution for the indefinite future
if it were equipped as it manifestly is
not) to carry a large part of the buwden
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of International lending. The resources
of the Bank must be supplemented by
new foreign investment without its as-
slitance, on a substantial scale, if the
total volume of post-war international
Investment is to be adequate for both
reconstruction and developmental pur-
poses. The Batik itself can contribute
signiflcanly to such a development by
restoring foreign investment to public
favor and confidence.

Thus, the Fund is restricted to ahort-
term accommodation for meeting tem-
porary exchange strIngenies and is de-
signed to improve the climate of in-
ternational trade and finance rather
than to contribute directly to their ex-
pansion. The Bank can at best meet
only a part of the need for long-termn
international investment. For these
reasons alone, It would be foolish Indeed
to rely solely on these instruments to
solve the foreign-trade problems of the
United States. But it would be equally
foolhardy to minimise their Importance
because they re not cure-ails.

What the situation demands is (1) the
utilleation of American productive capao-
ities on a basis that provides high peace-
time employment and consumptiox, as
well as safeguards against either a sharp
boom or slump; and f2) a large and ex-
panding volume of United Statea foreign
trade, induced by a sustained high level
of domestic economlie activity and by a
substantial reduction of tariff and other
trade barriers. These are indispensable
conditions not only into the success of the
monetary agreements but also to the at-
tainment of general world prosperity and
world peace,

Alternatives
The alternatives to the establishment

of the Fund and the Bank are (1) a do-
nothing policy. (2) reestablishment of
the gold standard. and (3) the so-called
key-currency approach.

A do-nothing policy with respect to In-
ternatlonal monetary problems opens the
way to a repetition of the currency chaos
and currency wars of the thirties. In
the absence of international cooperation.
each country must solve the problem of
its position in the world economy by uni-
lateral measures. Many countries will
have no reasonable choice but to restrict
payments for imports and to expand ex-
ports by any available means. including
exchange depreciation and multiple-cur-
rency praetlce Other countries will
have no incentive to relax their existing
restrletions on trade and may be forced
to retaliate by Imposing new restrictions.
The hope of freeing international trade
in general and of removing the special
barriers to United States exports will be
gone. With it will go the hope of carry-
ing our own and world trade to a high
peacetime level.

This conclusion Is not altered by the
fact that foreign countries now hold gold
and dollar balances which are not only
considerably greater in amount than be-
fore the war but also more widely dis-
tributed. While these external reserves
are large in thile aggregate, they are by
no means completely disposable.
Furthermore, the holdings of many
eountries are absolutely small, and those
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of others are small in comparsn with
immediately prospectiv post-L need.
Besides, who can ay. in view of the Un-
certintles ahead, what ctwttries will kose
gold and foreign cxchange d what
countries Wtill notl In any case womini
the United States want to rely primarily
upon a surrender of dollar balances by
foreigners and a steady influx of gold
from abroad to balance itz international
accounts?

What will be the result of a do-nothiln
policy with respect to internllational W
vestment? It Is a foregone conelusion
that the United States will lend e
sisrtane In the form of gifts or wedis
to the reconstruction of the watr-tofe
countries and will provide some capitl
fcr the development of industrially back;
ward countries. But wIil these gFAtrt
butions be adequate? Dependence an
gifts Is hazardoius, both because they are
uncertain and likely to continule over
relatively short periods of time and be-
cause International charity is often lot
entirely welcomed by its intended recp-
lents. If government- to - government
loans are arranged, all of the riske in-
volved in what are or will become Pli0ti-
cal loans, whatever their form, will be
assuamed. If reliance is on private In-
vestment, what assurances are there that
United States investors will be receptive
to new foreign loans in muhbtantial Yel-

oe or that loans in adequate amounts
Will not be forthcoming except on tfr
so burdensome as seriously to prelUndiee
repayment? In any case, why shold
the United States Government and
United States nlvestors take all mks as
contrasted with the wide distribultio0n of
risks under the statutes proposed for the
Bank?

The reestablishbent of the gold stand-
ad. whatever its possible theoretical ad-
vantages. must be ruled out as a Priac-
tical alternative, for a very simple a.
There is probably no country in the
world today which would be willing to
suffer the rigidities of the gold standard
or follow its rules, among them the im-
plicit requirement that a country on
gold must deflate its own economy if the
rest of the world or the countries with
which it dOes business are ndetgeiii
depressions. The gold standard Is, after
all, an international standard and cl
not be restored by the United sttes
alone even If this Nation should bI so
disposed. In fact, therefore, the rigld
gold-standard approach is closely kn
to the do-nothing approaclh;

The key-currency approach, as set
forth by its principal advoates nevis-
ages an initial agreement between the
United States and the United Klngdom
on the sterling-dollar rate, Other cur
rencles would be linked t ther the
dollar or the pound There would p
eonsultation and collaboration between
the United States and the United cing
dom and other major hnancial poere
and between such powers and their re-
spectilve satellste& This approach aifre-
quettly accompanied by proposal fr
a loan or gift of large amount msay St;
OD0.0060,fl by the United States to the
United Kingdom and similar aid to oth
countries requiroing It. as a means orf s
sisting them In liquidating debts inulred
during the war and in rehabptfllfgl


