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September 16, 1945

MR. ALDRICH'S PROPOSAL

Mr. Aldrich does not like the Bretton Woods Agreements and he
suggests that they be not adopted. The reason he givas for not liking
them, usido from their complexity which he does not elsborate, is that
he thinks they divert attention from more essential undertakings, such
as o rational commerciel policy. Mr. Aldrich mentions the fact that the
Bretton Woods Agreements adopted a resolution stating the necessity of
liberal izing commercial policies, and, as g matter of fact, the agree-
ments specifically stuted that they in themselves do not expect and could
not solve the postwar economic problems., His approach, therofore, is' not
that the Agreements in themselves overlook the other things, but that we
ought to do first things first, and economic policies are first.

It is somewhat interesting to ernumerate the things that lr.
Aldrich actually groposes:

l, Agreement with England gbout the reduction of tariffs and other
trado barriers,

2. A large grant-in-aid to Ingland to help her back on her feet,

3 Forgivenoss of World Wur I dubts and generous troeatment about
lend-loeso obligations.

L. Expansion of Export-Import Bank to enable it to meke inter-
national loans,

5. Creation of a Stubilization Fund emong central banks, the Fund
being relatively small,

6. Adoption of domestic policies with regerd to silver, gold, fiscal
matters, etec. that would eccord with Mr. Aldrich's ideus of sound public
policy.

Whut is striking about this progrem is that it includes both
the Fund and the Bank, but under different numes. Consequently, what
Mr. nldrich really proposus is that the functions of the Bank «nd the
Fund be adopted, but in «ccordanco with & pettorn thut suits his prefer-
ence better, and that this be coupled with the kind of domestic fiscal
policy that he approves, and with e reduction of tariffs. There may be
some difference of opinion wbout the details of his domestic progrom,
but in general his proposal would be entirely in linc vith the Brotton
Woods Agreomonts. It would, howoveor, be vory much less practicel and
effactive for the following reasons:
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Tariff reductions are a long-term and confusing subject with

a great many vested interests involved, and the deferment of inter-
nagtional investment and international &urrency stabilizegtion until tariffs
have boen substantially roduced is certainly not & practical way of
approaching the problems On the contrary, it would seem thet the chances
of progressive teriff roduction would be greatly increased if in the mean-
timo curroncy stebility wes estoblished «nd reasonsble channels for inter-
national investment for rehubilitetion and roconstruetion, as well ws for
the dovelopmont of undovelopad countries, were in operction.

The other point at which one might di ffer with Mr, Aldrich is
that he sees England end the United States as being the two tountries that
need to get agreement among themselves with ell the rest of the world
Joining in or felling in line more or less in accordance with the tune
adopted by these two groat powers, This program is not in accord with
the democratic procuss. It would certainly seem much more propitious
and in line with the Atlentic Charter and other democratic pronouncemonts,
vhich Mr. Aldrich quotes with approvel, to huwe both currency stcbilizetion
end international londing hondlced in a cooperutivoe wpy with joint responsi-
bility of @1l nations and joint undortekings by all countriss,

Still deeper than these differences is the definitely apparent
desire by Mr. Aldrich that the lead in all these international agreements
be in the hands of the great financial interests ruther than of the Govern-
ment. Tho crux of the matter is right there. On the basis of the manner
in vhich the financial powers handlud the situation in the Twenties, it
would not appeer to be vory promising to entrust the postwar world to
their menagement,
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