HEARINGS ON BRETTON WOODS ENABLING LEGISLATION
' BEFORE HOUSE BANKING AND CURRENCY COMMITTEE
May 8, 1945
(Twenty-fifth day of hearings)

Dr, V, Orval Watts, economic counsel of tho Loo Angelpq Chamber of
Commerce testified against .the Bretton Woods Agreements. He read a lengthy
statement which began with.the assertion that our contribution of 6 billion
dollars would mean a’ corresponding reduction of funds, avallable to the Ameri-
can people for other purposes. He opposed ‘the Internatlondl Bank because
(1) it would be government-owned and government-controlled; (2) it would mean
destructive tax-exempt competition with private finanecial 1nst1tut10ns, (3)
government guarantees of loans merely promote onc .group of private interests
at the expense of others; (4) the risk-absorption through guarantees of the
Bank would mean a contraction of the functions of private enterprise; (5) the
provision that the Bank's loans to private agencies must be guaranteed by the .
government, the central benk, or a comparable’ agency in the borrOW1ng country
would encourage the expansion of govermment asctivities and a further growth
of bureaucracy in every member nation; (6) the Benk would be able to support
any type of government activity; (7) it would provide another mechanism for - -
propaganda in favor of further extensions of government management of econcmic
activity; (8) it would provide 2 convenicnt mechanism for internaticnal com--
modity pools, resulting in restricted ccmpetition and- higher pricas.

The major part of Mr. Watts' statement was devoted to 2’ discussion’
of the Fund which he called an agency for short-term lending and for exchtnge
restrictions and control. He said that after the war, foreign countries :
would like to ‘get from us "untold" billions of dollars for rpconutructlon and
for raising their living standards while their ability and wllllngness to pay:
will be lower than ever. Sconer or later we must call a halt to the "lend-
lose" process. When we stop lending the International Monetary Fund would: be:
cuthorized to resort to "price-fixing and rationing of. foreign exchinge ... -
methods which would have to be employed almost from.the beginning of the Fund's
operations." The more the United States lends the greater will be the tendency
for foreign countries to over-value their currencies, He said that nations do
not woent to undervalue their currencies to win an export cdvantage. As a rute,
they prefer values as high as is compatible with their need to develcp exports
in order tc meet foreign obligations or to buy foreign goods,

He then quoted extensively from a pamphlet about post-war social
security in Great Britain and . commented that the cost of the social security
provisions should be token into account in estimating her ability to pay back
loans.

The witness declared that exchange restrictions under the Fund
Agreement would permit the continuation of inflationary policies in all coun-
tries, Inflaticn as 2 method of promoting employment "is not worth the costs."
But most nations of the world today are in the grip of ideas and policies of
inflation and collective bargaining and "other forms of price maintenance
organizations and government policy." Mr., Watts then declarcd that without
inflaticnary policies price 2nd woge rigidities could not be maintained and
would be eliminated. He favored the reestablishment of the gold standard be-
coause it would promote international "morality," break down the rigiditics of
prcsent cconomic systems and result in a truly free-enterprise socicty. At
the end of his statement the witness said that the Bank and the Fund are not
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necessary for making foreign’ loane becauée foreign countries hold large dollar
bolences. He recommended thot this country should reject both the Fund and the
Bank.. .
[ Chhlrﬂan Spche (D Ky ) skpd thn WltanS ubout hig roferonce to
lznd lease s,"lund—lose." “Mry Wattsexpla 1nod thut his refcrcnce had no con-
nection with tbb present Lend=Lease: progran, that ‘he was ;bfnrrxna onl3 6 ¢
OOSblhl logng after the war which might Prove not to be Ionno, but gifts obs:
taingd, undcr a’ misﬁpprehen81on on’the part of the. Amcz;_;n people who mioht
CbnSldbr +hvm loans and find out later that they. had been, ﬂuCQlVOd Cha:rﬂanf;
Spence. wgked whether we ‘should not cooperate in the recorstructlor of'the -
world., The witness rehlleﬂ that we should try to oifev helb but attach cer-.
tain COH»ltlJnS to it. ' Help, if given 1n11<cr1m1natuly% mey’ do more-karm than
’Oddo CGhairme oﬁence then oasked whether the witness rehlly believed ‘that
thore w-s qny posSibillty of going back. to the. gold gtandord in the: aresent
disordered staté of the worldys: Mr. Vﬁts “BSNCP’d ‘that the" gold stondard could
be rc;stuhllshcd if foreign-peoples were. ivgn_pol;thal liberty.  'He could .
not predict how long this weuld tqke.- ' TP G A Y D

&

Represontatlvc Smlth (R Ohlo) LXprSSLd hlS fuil ;grcombnt W1th Mr,
Watts® statement., Ho asked whether restriction of Cﬂpit l’movbmcntb would not
involve the setting up of a vast machinery for censoring mails,’ scarching
trbvellerp, and 1n~kect1ng and supervising every, transacticn which might in-
volve & capital tronsfer. - Mr. Watts agreaed, Ry“TOSuPt tive Smith then nsked o~
whether the withess could’concdive of ¢ anything more is olﬂtlonlst thep political
control of ct pitvl movements. Mr. Watts anWured thiﬁ 1t Joull be highly .
isolationist because it would mecn thot . every movement of 1dpxs,'qll com-
munications across borlers would . be Mubjuctcd to the most rigid control: In
reply to another question by ‘Represéntative Sp 1th, he said thot Great Britein
‘would be forced "in very short order: to r(bot“blish freedom of enterprise if.
we reject the Bretton Woods Agreements apd JltﬂhOlh_CrbultS from (reat Britain
until she is willing to adopt policies which will pnvble uer to pay b""k those
.eredits,” : fraded : : G
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