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HEARINGS ON BRETTQN WOODS ENABLING LEGISLATION

BEFORE HOUSE BANKING x.ND CURRENCY. COMMIT THE ,
•'• 5 -•••••' - '; '•:': >:Maf6ti '22 r l:9lt:5 - 2} PVM. ""'';
: ' ' k %:" •"•; ( Iwelf t l i 'day :of ; tieWrin'gs j ; • ' ' : i " '' '

Represen ta t ive Smith (R.- 0 ; ) announced- t h a t members! of '..the. minor i ty ' . '
group were p lanning to ; c a l l s i x w i tnes se s in1 a d d i t i o n to thps'e appearing on. behalf .
of the American Bankers1 Assoc ia t ion . ' : '• <[!'^":', ' ,',' " '"' ''' ','•''_' '..* . ' . ' . • : . ,' ' ]'... ••..

Represen ta t ive Crawford (R. M.ich.)';cdhtinued' t o '^ue's ;tion"-Mrv"Lepn'!^r.aser,
He asked tho l a t t e r t-o comment upon the March'20 r e p o r t of t h e Committ'ee for Eco-
nomic Development. -Mr'.' Fr'aser sa id he fc'elieVod tho' p r i n c i p l e s ' ou t l i hod i n the
r e p o r t wore unobject idribble und t h a t ' h e would agree wi th 1:hojn excep t , perhaps,., wi th
the second ono'which w a s ' n o t ;very c l e a r : •'he; did not unders tand j u s t wh'.at' .w^s- jnor.nt
by "the' phrLSO "curroncy trans (to t idhs should be cur rency .trcmsuctioii^^. *"i*s for .the
conc lu s ions , ho found.them somowh^t cori trx.dictory. Iho C.E.B... agrped wi th 'the. .-
iv.B.A. th..-t tho Bt»nk should make' s t a b i l i z a t i o n l o a n s , but thoy rdcomraohdod thtvt i f
the Bcnk wore' so' empowered/ then tho' : Fund shoul d bo approved. Mr. Frasor. did not
unders tand tho rot\sonirig behind" t h i s . With excel l e n t p r i n c i p l e s ' f.nd uncloc.r con-
c lu s ions , t h e : CiE.D. r e p o r t reminded him"of the" Fund' Agreement i t s e l f . " V '..

. . . . . . . , . • • • . • . . • • i \ - • • • . * • - . • • ' • • • . ;

'.*' Mr. Crawford discussod the' scc.rco currency' provision"and r.skod whether
that did not permit other countries to impose any r e s t r i c t i ons desired to. cut down.
our expor ts . ' Mr."Fri-ser agreed, but pointed but thtvt such r e s t r i c t i ons could only
be applied as' long' o.s the currency continued to be scpkrco t.nd dddod thi,.t r compo-'
ruble s i tua t ion could, also occur in the absence of a Fund i f r. .currency" were
scarce. In answer to tho question whether t r -de would be moro free ""or loss free
under the* Fiiiid, Mr. Frusei4 suggested tho.t the Fund would probably stimuletc foreign
trade- in tho short run --'• when • such stimulation" would not bo required , - - bu t . tha t
th is effect would pass end the debts created during tho.iporiod vfould'croate a more
d i f f i cu l t s i tua t ion thereaf te r . In the long run we would hCve to take more imports
to balance our exports or olse mr.ko g i f t s . Mr. Cn.wfqrd stated t-hut tho following
problems would be outside of the Fund: 1) 'd isposal of nowly mined gold; .2) blocked
currencies; 3) reparat ions; and 1+) 'b i la te ra l agreements already ontorod in to . Mr.
Frascr agreed t.nd suggested tha t blockod currencies might be us'o.d as, b.locked mj.rks
had boon used by Germany. As for newly mined gold'the s i tua t ion woul'd .TbQ the srme,
Fund or no Fund, so long as wo accepted gold imports. ' ' .' . . .

•Mr. Crawford asked what major countries wore not included at Brotton
Woods. Mr. Frasor mentioned Switzerland, Sweden, Spain, and Portugal, and s.trted
that tho absence of those nctipns, which had advocated, tho principle of .exchange.:,
s t a b i l i t y , was unfortunate. Mr. Crawford asked whether ra t ioning "of dol lars ,
should thoy bocomo scarce, might effoct the price lovol in any of our major- in- ,'•;
dus t r ios . Mr. Frasor said i t might affect specific commodities "in th is way... The
greater danger, ho believed, was tha t any annauncomunt by the 'Ftind 'that the dollar
was scarce would create a psychological, panic tho resu l t s 'of which would bo, hard to
measure. To Mr. Crawford1 s question as to how tho balance of •pc.ymonts' of other . ,
countries could bo brought into equilibrium i f wo continued to lend.[ Mr. .Frase.r ;
reiterated that in the long run xve would have to increase our imports. " . ' .

Mr. Fraser to ld Mr. Crawford th&t his ono suggestion, in regard to.the_
Bank was tha t the American representat ive should report to and be advised by some
exocutivo committee in the United States for tho decisions ho would bo,called upon :
to make would be of groat importance. Mr. Crawford asked about.the transfer r isks.
involved in long-term loans. Mr. Frasor l i s t e d the usual r isks of war, economic, V *.;
disaster such as famine, dishonost or irrosponsiblo governments. He mentioned an .
additional r i sk in regard to United States lending in our reluctance to acceptDigitized for FRASER 
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larger imports and contrasted this with the strong demand for imports in the
Kingdom which tended to ease the transfer problem connected with British lending.

Representative Patman (D. Tex.) requested information on the present
status of the Bank for. International Settlements, and Mr. Praser replied i t was
"riding at anchor". He denied that Germany controlled i t but 'stated, in answer to
Mr. patman, th~t i t would not be an appropriate agency-to"'undertake the'functions
of the Fund because of the mud that had boon smeared on i t s name. Mr. Patnan
suggostp.d that good administration would. m:ako tho- Fund: Agreement acceptable. Mr.
Frasdr agreed that- good management would rcduco the faults, but believed' that
certain provisions'wore -no pessary to••protect1 the • administrators'. They should have
the.power to ask oach country to: present I t s case fully before drawing on the Fund.
He considered the Fund's credit-operations to b'e too nearly automatic. The whole
spirit of the agreement is that the nations1 are: to :forl'"•free to uso the Fund's re-
sources. The: country certifies tha t . i t noods foreign currency for certain' purposes
and gets i t .andths Fund-cannot--'look, into- the domestic- situtitionof the borrower.'
Mr. Patman mentioned tho progressive interest rate schedules" andMr. Fraser
answered, that ; the top rate of 5 por cent-wi.s not a p<iri.~ity rate for many of the
countries whoso credit was weak,' He agreed-with Mr.1 Patman that the'avoidance of
economic warfare should bo a prime interest of the United States, but was BOoptical
as to the- Fund's success in this effort? tho•Fund dealt-withspecific monetary, .
measures but did not touch upon-trado policies* Ho believed that'more success in
curtailing economic warfare might result from direct loans m'th such attached con-
ditions as no. blocking, no discrimination, no quotas , 'etc.1 To Mr. Putman'.s
question whether the Fund would interfere with' foreign exchange operations of
privt.te banks, Mr. Fraser expressed feur that tho government might increase i t s '
control ..of exchange operations to that extent, Mr. Putman asked the" direct
question as to how th,o witness would vote on the 'Bretton• Woods" proposals as they
now stood. Mr. Fraser answered that on the assumption that no changes wore made
he would vote, against them "with deep, regret".; - - : ' : •' ' •

Representative Gamble (R. N..Y«.) asked about the functions of the B.I.S.
and whether i t had made stabilization loans* Mr. Frasor mentioned loans to Spain,
Yugoslavia, and Austria. , Comraittoes wore sont to investigate the entire situation
in those countries before the loans were: granted, and the B.I.S. worked on the
theory that the money lent was not needed'so much as w"..s the confidence which re-
sulted from B.I.S. approval of the stabilization methods adopted. Mr. Gamble asked
whether Mr. Frasor had been consulted in the formation of the Bretton Woods agree-
ments. Mr. Fraser said ho had not. /.n exchange botwoen Representative Outland
(D. Calif.) and Mr. Burgess of the A.B.A. disclosed that the la t te r group had been
officially informed of the United States, program in June l^hk, and had filed their
views at that time; the policy of the government had taken final form by that date.
Mr. Gamble usked whether the Bank could make loans before countries had stabilized
their currencies. Mr. Frasor answered-affirmatively und added that such loans
might start a flow of goods which.would help nations to determine the value of
their currencies. Mr. Gamble asked whether i t Wo.s true :th**t tho Fund wpui'd help
Great Britain more than tho United States. Mr. Fraser indicated' that he thought
this was true and considered i t to be to tho Fund's crOdit "that this was so. He
considered i t a logical step that Britain should be aided but asked why this should
be done under the guise of "-stabilization of currencies". Ho would prefer 'direct
long-term loans to- Britain to enable i t to free i t s blocked currency.- If Britain
were opposed to this i t would appear that she contemplated using blocked sterling
in a "Schachtiy-n"manner. Mr. Gamble suggested- that- the provision in the" enabling
legislation authorizing tho Prosi.dont to gather data'under terms 6f; the Trading
With The Enemy Act was an.unnecessary grant of power. Mr. Fraser agreed that ade-
quate data, could probt.bly be ac-quired through existing s ta t is t ics 'or" by voluntary
methods.Digitized for FRASER 

http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Representative Barry (D» N.Y.) asked how many of the' J4I4. nations could be
considered debtors and Mr. Fraser.said probably 98. per cent could be so considered.
Mr, Barry suggested tli^t these nations would-go' along with the Fund even if i t s .
lending provisions were tightened .up and £ha.t the few creditor countries -would , ...
certainly not object to greater protection* Mr; Frasor •'.agreed, ' ;'• ,,

Representative Sumnbr (R, 111.) asked whether use of the'Trading With; .The
Enomy Act would moan "espionage"., Mr.. Frnser;-suggestod that t'h-j tonnvms, too. • ,. . :
strong, but' he feared i t would load! to. an inc'reas.e. in government control. . He. be-, .
lieved in a "measure" of currency management but the question was how far this , • ...
should go und who the managers should bo. Miss Sumner suggostod the:t 'the. Fund.. ..... , '
arrangement permitted continuance of many typos of economic vrcxfc.ro and stressed
subsidies, and -state trading of'tho Russian type. "Mr;: Fraso'r pointed.out that,a
state trading system might .or might not be used as a. weapon for -economic war far e, . . ;
Mr. Crawford interrupted to dGqlrxe that there was a-"free alley of escape11 for,
e.g. Russia, from the effects of the prohibitions o'f the 'Fund Agreement through
employing unfair trading methods. Miss Sumnor askod Mr*- Fraser to comment on the
claim that private capital would not muko tho necessary long-term loans. Mr. Fruser
sold tht^t the oxpcriGnces of the past, would mejeo. i t vary difficult 'for many nations
to borrow from private- invostors in this country unless somo intorm.odiatp. institu-.. •
tion such as the Bcoik wero cstc.blishod to invostigato and'gurxantoo' lpt.ns. Miss
Sumnor exprossod- surprise that tho private bankers: should be so optimistic con-
corning the functioning of the Bank -nd i t s use of the le.rgo omounts entrusted to . .
i t . Ivlr. Frasor ropci.tod his suggestion that a committoo bo'est^.blishod to advise
tho United States representative. Ho recognized that, something must be done in.
the international fiold. Yftu.t if .some loans were not ropr.id? YJe would sht-̂ ro the
loss with other countries r.nd v/ould for this reason '.hr;vo assurance that ell the
mombers would show roasoriablo caro in approving tho Bank'-.s participation in louns.
Miss Sumnor suggested that the. Fund and Bank wero finding support in' tho ranks of
those interested in the export of specific commodities. She believed such persons
wore unduly optimistic as to the rapid return to the United Statos of the doll(.rs: .
made available; sho expected other nc.tions to hoi.rd dollars. Mr. Fre.sor thought .
this would not occur on a large _ scclo, but agreed that it-would be difficult to
forecast the specific exports which would bo stimulated by c.n increr.se in tho
supply of dollrrs abroad. Ropresentctive Buffett (R. Nobr.) suggested thr.t re-
covery of foreign agricultural production would bo more r.\pid than rocovery of
foreign industrial production so thc.t tho stimulus to exports given by the Fund
would favor our industrial producers.

Roprcscntativo (Jutland quoted from "Place of tho United States in the
Post-Wcr Economy", issued by tho A.B.A. in September 19U3* to show thr.t tho
Association had advocated an international insti tution with many of the functions
now proposed for tho Fund and had stated that we would be bottor off with plans
th-t had to be changed than with no plans at a l l . Mr. Frasor agreed with tho
sentiments expressed at that time, but called Mr. Outland's attontion to a quota-
tion which, he said, showed that the A.B.A* had maintained a consistent position:
"Credits granted by such an agency should be oxtendod in accordance with proven
standards, bused on the merits of the individual case, and conditioned on adoquato
commitments by the debtor." Mr. Outland suggested that the A»B,A. had opposed the
postal savings system, the F.D.I.C, and establishment of tho Federal Reserve
System. He hoped that subsoquont developments would show th^t the presont attitude
of the A.B.A. was unnecessarily conservative.
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Representative Smith (R. 0.) asked "for tho comments of the witness on
the provision in the enabling l eg i s l a t i on reserving to Congross solo r ight to
change the per value of : 'the dollarv Mr. Frasor sedd:this-!was' a splendid provision
but t o t a l l y inadequate. If1 our rcprcscnt£;tivQ oh tho'Fund-^pprdvod" a change in rny
other major currency he would, in effect , fbe '•agreeing also to a change in the value
of the dol lar . Mr. Smith quoted an a r t i d e from the New York Herald Tribune of :

March 22, s ta t ing that both Lord- Koynes and'Sir John Anderson have1 declared thut '"•••'
the Br i t i sh government will adjust the value of the pound whenever Whitehall con-
siders i t neebssary £lndi?rould"cdmitiit itsOif^only to-consult with ;the Fund before
changing- tho value of the "pound^ : reserving i t s -right to 'pers is t with i t s intention'--
should the Fund refuse consent. -Mr̂  Smith Pelt" tHut the ;committod should cot.se'
consideration of the l eg i s l a t i dn un t i l cdnsultatio-n' with" the 'Bri t ish had cleared
up in te rpre ta t ion of the Fund cornmitments. 'Mr.'Fraser^thought1 the difference in
in te rp re ta t ion here arid'- abroad'was :r.ost' unfortunate^ Honsuggested, however, t h - t
the statoraont meant that the Brit ish-would"act i n contravoritiori of a Fund decision
only aftbr a'defihf t o ' e f fd r t to act according-to the pr inc ip les of :tho Fund had
proved unsuccessful. • He recognized tha t there Was' "sales t a lk" jih-both Bri ta in
and thV'tJnited : States which vtcs somowh-t biased, d i r e c t ' stab'illzati :ori of ' the
pound-dollar ra'tc would, ho thought, -be a b o t t or;-method.: ;: K:': " '•- l '

"•' ; •' • ReprQsentative Folger'1 (D.: N.G.): suggested that the-A.-Bw A.' in approving
the objectives of- the Fund gave approval t o the six "purposes" of tho Fund con-
tained in Ar t i c l e - I . Mri Fraser said th i s was not the ci.se. • Thd ;/.B.A. agreed
^^ .̂th the'broad objectives of '• s t ab i l i za t ion , consultat ion, arid• cdoporation. Ho
believed the1 • second purpose ---expansion and balanced grdwth of-trade — was more
appropriate for the' Bank than for a s t ab i l i za t ion fund; that-purpose five was
suspoct since i t fa i led to provide ? th^t nombers must show-s. real need for using
the Fund resources or to give evidence of thei r a b i l i t y to repay; that he did not
know the meaning "of'purpose s ix . 'In answer to Mr. Folger, Mr."Frcsor" said he
would axpbot some lack 'of cooperation between the Fund and Bank as separate
agenoies since each would be jealous" of i t s owri prerogat ives.- • •"•'•' .

Noar the end of' the session, Mr. Folgor-asked if Mr. Fraser had scon
the statement issued today by the'Board of Governors of the Federal Reserve System. •
Mr. Frcse-r had not seen i t . The statement 'v/as • ordered placed in "the record.

• --: " " • • ' •'"•": Board of Governors
•••'•• : : • of the Federal Reserve System

Division of Research and Statistics
March 23, 19U5
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