o HEARINGS ON BRETTON WOODS ENABLING LEGISLATION
" | BEFORE HOUSE BANKING AND CURRENCY COMMITTER
May 7, 1945
-’ .- {Twenty-fourth day of hearings)

Morning Session

Mr, Whitney,?Director of fducatién and Research of the Brotherhood of
Railroad Trainmen, was the first witness before the Committee. He said he was
authorized by the President of his orgunization to appear in support of the Bretton
Woods proposals, Mr. Whitney stated that it is in “the best .interests of the United
States to help reconstruct the devastated countries and to substltuta cooperation
for international monetqry warfare. The Bretton Woods program . would create a fav-
orable eavironment for the expunulon of Amerlc 3o forelgn trade, both exports and
1HDOrtb, and an expunelon of 1mports would raise stdndurds of living in this country.

In reply to QUbStlonb asked by Rep. Crawford (R, Mich. ) Mr. W11tney said
he did not want to discuss posslble changes which mlpht be agreed on by the Treasury
end the American Bonkers Associotion but that in generazl he was not in favor of any-
thing that would delay acceptance of the program. Rep., Brown (D. Ga.) asked the
witness if he wonted t0 comment on the tariff question and Mr., Whitney mentioned
that the low wage industries were in general the protected industries. Rep. Smith
(R. Ohio) questioned Mr, Whitney at length on the Fund provision for uniform changes
in par values. Mr, Whitney did not agreec with Rep., Smith tha't this provision was
inconsistent with the clause in the enabling legislation reserving for Congress the
right to approvu a’ unllorm change in per values, ar

: A series of questions by Rep. Outland (D, Cullf ,) brought out the witness'
belief that the big bankers are opposed to Bretton Woods purtlv because they profit
from instability. In reply to questions by Rep. Woodhouse (D. Conn.) Mr. Whitney
seid he was convinced thet American prosperity was dependent on world prosperity,
and that & gradual, selective, and Scientific rpductlon of tariffs would tend in the
long run to ralsu our standurd of llVlnb.

Rep. Buxfett (R. Nebr.) questioned Mr. Whitney o5 to how the President of
his orgonization had decided to support Bretton Woods ond whether Bretton Woods
might not harm the beet sugar industry in Nebraska and, 1nd1rectly, reduce rail
shipments in that area, Mr, Whitney said thot he tbought 1nterests of particular
areas would be cerefully considered., In reply to a2 question by Rep. Riley (D. S.C.)
Mr. Whitney cited cotton goods, silk and rayon, and the carpet and rug industries as
examplcs of protected industries with very low wage levels and machine tools, auto-.
mobiles, and agricultural machinery as high wage industrics succcssfully competing
with Toreign countries in export markets. T,

Afternoon Session

‘Mr. Russell Smith, Levlslutlve Secretary of the National Farmers' Union
read a prepared stutement. He quoted the 1945 program and a sepa rote resolution
adopted at the annual convention of the orgonization in November 1944 advoeating an
internationzl organization for cconomic cooperation and the lowering of trade bar-
riers and commending the monctary stabilization prop05“ls being worked out. The
Farmers' Union, therefore, urges the approval of the Bretton Woods Agrobm@ntu and
believes they are of ovérwhelming importance to agrlcuiturc because they will pro-
mote the freer flow of trade, will help maintain domestic employment, will stirmlate
imports which are desirable in themselves, and will promote efficiency of production
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2 Mr, Smith said the Bank would help foreigners to: buy machinery and equip-
ment here after the war and will offer the investors on opportunity for sound in-
vestment. The risks will be shared by all members. The Fund is even more importent
because it will prevent countries from being forced into disastrous deflations in.
an effort to adjust to o fixed exchange rate. DBecause of the collepse in farm
prlces in’ thvanltLd otatcu in 1920 fgrmers are fullv aware of the dangers of de-
flutlon. ' - »

Rep, Crawford (R, Miéh.) quoted = statcment by Mr, Jemes B. Carey of the
C.1:0. to thé effect that foreigd investment -is never a solution for domestic unem-
ployment. . Smith snid he wag convinced that it was impogsible: to keep -employment
at a high lqul in this' ¢ountry with depression in the rest .of the world. Rep.
Crawford then asked ‘if we were not going to contribute to an inflation and collapse
by lending to foreign countries 2t a time when Americans will be cashing in savings
bonds and “trying to - buy much moré than we can produce. Mr. Smith replied that loams
‘made under the Bretton Woods program would be on 2 sounder basis than after the last
war, that Bretton Woods would not 'lead 'to .any great demsnds for our goods in the
next 18 months, that ‘controls must .be maintained for some:time, and the real problem
after two or three ycaro Wlll be too llttlc consumptlcn rather th"n too little pro-
ductlon. & - : | .2 itk : X

e Iep. Brown (D. G‘ .) ‘suggested that ngricultural exports declined in 1920
partly because of foreign currency depreciations,  Mr. Smith believed currency in-
stobility was relatively unimportant at:that time as compared to the shortage of
.dollars whereas in the 30's currency deprecictions were of - great importance. Rep.
Monroney (D, Okla.) asked whether Mr. Smith agreed with Mr., deVegh that it would be
better to make 'large gifts ¥o Buropé than to. help them with loans and Mr. Smith said
he -did not. Rép, ‘Talle'(R.'Town) nsked if the:fall in‘agricultural: prices in 1920
was not partly duc to the faet that raw matericl: prices always. fall-.first ond.
farthest in a depre¢ssion and- how the Fund:would .help prevent such o development, Mr,
Smith replied it would help create ravorable:conditions and that stable currency
values would make it possible to negotiate commodity agrecments and work toword per-
manent adjustments. Rep, Crawford ssked if'My, ‘Smith was, referring to agrecments
roquatlnb:hréﬂuctlon and ¥r. Smith said We had.in mind exrort agreements., When Rep.
Crawford =nd’ Rep: Sumner (R. I11l.) asked if the Fund did- not-provide for changes in
_currency values Mr, Smith said that it did but that it was certqlnly pxeferable to
'Qbsolute leltV of rktes of" chwnges by unilgternl action. s

i D3 Mr., Jomes B, Trant’of the Coliebc of CommeTCc -of LOulalunW Dtutp Unlver—
versity was-the next witness, "He s2id he testified as an 1nu1v1duel. He believed
the Fund was too complex, allowed too frequent chenges in exchange rates, did not '
provide for necessary chenges in tariffs, and would enable countries with favorable
exchange rates and low wages to undersell other countries and force their wages
downi. He said the Fund introduces "bi-monetcrism" ond therefore thE" aiTTiculties
of bimetallism cnd that "bi-monectarism" cncourages instobility "of currency in re-
lation to exthange." "The introduction of a gold dollar exchange. rqtc ageinst a paper
stondard system brings cbout the necessity of wstabilizing domestic. prices under the
paper standard in accordance with whatever stability may exist with the gold dollar
exchange or leads to trade difficultics becguse of varictions of ; purchasing power
parity from the EACthEC par." The Fund also fails to.provide for stabilizing the
domestic price level in various countries ond stable exchange rates can not be main-
tained without stable price levels, provisions for use of the Fund are too liberal

" and no provision is made for "automatic control of the Fund" or for "open morket
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Mr. Trant suggested that the Fund be rejected, that the Bank be amended
to eneble it to meke stabilization loans after careful study, to buy ond sell short-
term international exchange and investment securities in the open market, and to
hold reserves for central banks, and that the United Stotes maintain the gold
stendard.

Mr. Trant agreed with Rep. Crawford that Bretton Woods would make it im-
possible for the United States to compete with low wage eountrics in the production
of cotton, wool, meat, and most agricultural commodities.

Severol other members of the Committee questioned Mr. Trant. The discus-
sion wag somewhat confused. One. point that was made clear by a series of questions
by Rep. Monroney was that the stotements of Mr. Pelyi, Mn. Kenmerer, Mr. deVegh, Mr.
McDoneld and Mr. Trant were oll mimeographed by the Fconomists National Committee
on Monetary Policy. A representotive of that Committee sc=id that the Committee pro-
vided assistance to any of its members on such matters and that its members are not
unanimous in their views on Bretton Woods.,

Correction

In the summary of Mr, McDonald's testimony on May 5 Rep. Smith is reported
in the last paragraph as referring to Sections 8 and 9 of the Federal Reserve Act.
The reference should have been to the Gold Rescrve Act of 1934,

Board of Governors
of the Federal Reserve System
Division of Research and Statistics
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