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A formula is developing that promises to
win the consent of Congress to a world
currency program. The heart of this for-
mula is what appears to be a minor change
in the Bretton Woods program advocated
by the Treasury. This change simply would
authorize the proposed World Bank, which
is widely favored, to make currency-sta-
bilization loans.

Originally, this proposal was suggested
by the Committee for Economic Develop-
ment and offered by Ralph Flanders,
chairman of the CED Research Commit-
tee. Now, it has been tacitly accepted by
Under Secretary of the Treasury Daniel W,
Bell and by officials of the American Bank-
ers Association, which has been the lead-
ing opponent of the Bretton Woods pro-
posals

Essentially, the amendment would limit
the International Menetary Fund to mak-
ing ordinary short-term currency transac-
tions. To the Bank would be transferred
the function of making long-term stabili-

i loans, as well as the function of un-
d iting loans for specific. development
pro . Under this plan, here is how the
two institutions would function:

The Fund would be a pool of world
currencies and gold aggregating $8,800.-
000,000. In this pool would be gold esti-
mated at $1,643,000,000, and $2,062,500,-
000 in U.S. dollars—roughly $3,700,000,-
000 in gold and dollars. Member countries
would use this pool when they temporarily
ran short of foreign exchange to pay their
bills to other countries. Cuba, for ex-
ample, might have a poor sugar crop, and
thus be unable to realize the dollars on
this crop that were expected to pay bills
for food and clothing from the United
States. In that case, dollars could be
taken from the Fund and repaid when
future sugar crops were harvested.

Basically, the Fund is designed to keep
currency values stable through periods of
temporary shortages in any member coun-
try of foreign money. The Fund admit-
tedly could not correct a situation where
a country consistently buys more from
foreign countries than it sells to foreign
countries. The CED proposal would re-
strict Fund operations to treat these tem-
porary periods of unbalance.

After the war, however, many countries,
particularly Great Britain and Central
Eu _eountries, are expected to be
d tely short of dollars and other for-
eign currencies, and greatly in need of
products from these countries. The fenf is
that the Fund would be used in this period
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nnot get a bank loan to buy i tory
w what he actually needs is more
capital.

Stabilization loans through the Bank
also could be expected to be stricter than
if the Fund were used for this purpose,
Under the Fund setup, member mun:q

to try to correct a basic problem of finan-
cial recovery. Needy countries, laden with
debt, might raid the Fund for dollars. In
that event, the Fund might be drained of
dollars in four or five years and become| , fro restrictions. Under the Bank, how-

f“"'ﬂ_' with unwanted currencies. ever, loans must be made on a sound basis |

Critics of the Bretton Woods proposal Before a stabilization loan would be grant.|
contend that the U. 5. then would be called ed, the Bank managers probably would in.
upon either to supply more dollars to the sist on definite commercial and fi d
Fund or be blamed for a h'ukd?.n‘ln s practices that would insure repayment. ’
operations. They recommend rejection of Furthermore, under the Bank plan, loans
the Fund or postponing it until the post- could not be made unless the country tha
war adjustment has been made. is to supply the credit consented to
loan. The Bank could not grant a dollar
credit to Great Britain, Russia or Greecq
for stabilization purposes unless the U. S|
Government gave its consent. Thus, if the
postwar world needs long-term dollar sta-
'bilization loans, the CED plan would ap-
pear to allow for a U.S. veto over any
specific credit. The Fund, as now proposed
permits no such control.

In addition, all members of the Bank
lhnretbeliakolham.'l'he&nki.ll.ohun
total resources of $9,100,000,000, but nc
more than $1,820,000,000 can be used for
direct loans. The remainder of Bank re.
sources is to be used to guarantee loans
advanced by private banks or other Gov.
ernments, and any defaults would be as.
sessed against member countries in propor-
tion to their subscriptions.

World Bank loans for currency stabi
lization also might tend to reduce the im
portance of the Fund in the postwar
nancial picture. If Poland or Greece shoul
get a stabilization credit through the Bank
countries would be less likely to re
sort to the Fund to meet their obligations
in dollars or other currencies.

The Bank, under the CED suggestion, CED makes the point that this would
would protect the Fund against this de- he proper procedure. Supporters of this
velopment. This would be done by #U-amendment contend that the Fund should
thorizing the Bank to make stabilization not be expected to operate under condi.
loans, as well as loans for other specifictions that require fundamental adjust|
purposes. Great Britain or Russia, for €X-ments. The urgent postwar need for cmdii
ample, might be given a long-term is expected to come from those countrie
credit through the Bank, which would ei-that will need general rehabilitation a
able those countries to refrain from tap-will have no financial resources of thei
ping the Fund too much and too (0%-own. Greece and Poland, for example, a
sistently. This credit could be used to bol-jikely to have to install entirely new cur-
ster ordinary commercial transactions UD-rency systems. Austria and Italy are in o
til the borrower “—'h""’,“ postwar FeCOVery.similar situation, and Germany will need
The Fund would remain as a world agencyoyrrency loans if there is to be any recon-
directed exclusively to maintaining rela-y,.. tion with outside aid. Great Britair.ll
tively stable currency \m'lues. faces a special problem with a huge ster-

Important changes in the rettonfing debt run up by war expenses. In none

oods program could be expec Lo re-pf these could the Fund be expected
sult from this amendment. Members ofio providk more than temporary assistance
the Fund would be more limited in usingn, any efent.
its currencies. . They could not resort to .. rospeet strengthens the pbpinion

that the Fund will need outside uppo::i

have a right to use its resources with
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and members of the House BanMing a
Currency Committee view the CED com
promise asa meansof providing that support
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