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HEARINGS ON BRETTON WOODu ENABLING LEGISLATION
BEFORE HOUSE BANKING AND CURRENCY COMMITTEE
March 8, 1945 - 10¢30 A.M. :
* (Second day of hearings) -

Assistant Secretary of State Dean Achebon was the only witness
called during the session. He outlined brlefly the probLems which the
post-war world will face and suggested that such problems could be tackled
uucuessfully only through the cooperative efforts of all the leading coun-

ries in an expansionist environment. -The Bretton Woods Agreements sought
to provide a fremework for cooperation, He proceeded with an excellent
non-technical summary of ‘the basic aims and methods of thc,Fund and the
Bsnk., Mr. Acheson considered the Fund proposal to be the heart of the
Bretton Woods Agrecmente for through its operation it was hoped .countries
could be aided: in abandoning those methods of economic warfarc which cen-
. ter around exchange control and competitive cxchange depreciation, The -
Bank will be neccssary to supply long-term financisl aid for reconstruction
end development, aid which the Fund is not intended to furnish. ’

Mr. Acheson anticipated a question later raised by Representative
Barry (D, N.Y.) by discussing the wisdom of having two sgencies to carry
out the two distinet problems involved. Eor successful operation of the
Bank the training and judgment required were es secntially those cvidenced
by the private banker in the evaluation oi uPCClilC risks and the prospects

for spetific.projects. The manupempnt of thc Fund, on the other hand, would
- be required to keep constant wateh on the’ entirc bconomlc position of the

‘countries using its facilities and the training =nd judgment requlrcd would
" be of a different nature, .If .the two functions were placed under one or-
ganization, one or the other would .be subordinated.  As for ddoption of the
Bank without the Fund, Mr, Acheson stated thet the main purpose of the
Bretton Woods Agrecments would be frustrated if the Fund were not approved.

In answer to Representative Barry's questions as to the relation-

ship between the World Bank and the Export-Import Bank, Mr. Acheson stressed
the short £nd mediwm-term character of the loans of thé domestic agency and

its exclusive interest in United States trade rather than in the broader
problems of world development.

Representative Smith (R. I1l.) called Mr, Acheson's attention to
the liberalization of the provisions permitting exchange rate changes since
the earliest drafts of the proposals were fremed, Mr. Acheson suggested
that the provision requiring nations to consult with the Fund was itself
a major step toward international cooperation, and that the power of the
Fund m#nagement to deprive 2 country of access to the Fund if it changed
its exebnnge rate without Fund approval was a powerful sanction, Undue
rigidity was not the ainm of the Tund cnd the difficulty of setting origi-
nal exchange ratcs in the disturbed conditions of the post-war period
dictated a certain amount of flexibility. Representative Smith called
attention tc the provision that the Fund, if it regards an exchange ad-
justment as necessary to correct o fundomental disequilibrium, shall not
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object to it because of +he-domestic social or political policies of the
member proposing the change. " Mr, Acheson replied that this provision was
intended to insure that the Fund would judge the cuse on the basis of the
international situation and not upon domestic social or political consid-
erations, It was designed to keep members from interfering in cne another's
domestic policies: Representative Smith ‘saw the danger of increased regi-
mentation in the Fund's operations but Mr, Achescn stated thet he saw no
chance for avoiding o far greater degree of uovernmcnt control of Porblgn
transcctions if the Fund were not uppmoved

In answer to questioning by Representative Talle (R. Iowa), Mr.
Acheson admitted that the Fund alone would not eliminate all unfair com-
mercial policies, but stressed thut the Fund Agreement was a necessary and
important step in the right direction. In discussion with Represcntatives
Kilburn (R. N.Y.) and Hays (D. Ark.), Mr. Achcson referred to Article XI of
the Fund Agrcement as the means by which the Fund members would be pro-
tected against actions of non-member countries which were contrary to the
spirit of the Fund Agrecment.

Representative Buffett (R. Neb.) stated that he found nothing in
the Fund Agreement providing for balanced budgets on the part of member
countries. Mr. Acheson replied that this could not be a prerequisite for
Fund membership since numerous nations would not be able to reach a con-,
dition of balanced budgets for some years after the war, Mr, Buffett ex-
pressed concern lest other government agencies -- Fxport-Import Bank, UNRRA,

- Lend~Lease -- might work =t c¢ross purposes to the Fund and suggested better.
coordination in domestic agencies might provide confidence in our ablllty
to cooperate in internationsl agencies. ; e
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