HEARINGS ON BRETTON WOODS ENABLING LEGISLATION
BEFORE EQUSE BANKING AND CURRENCY COMMITTEE
March 9, 1945 - 10:30 A. M.

(Third day of hearings)

Assiutant Secretary of the Treasury Whlte wao the only w1tne s,befope,rLr
the Commlttee. Hc did not have ‘& preparcd statement Bkl £ RO DA S _1,-,y;'e4

_ Mr. Whltp began bj deucrlbing the 1ong proccss of studv and, dl cU§31onu_;z
which proceded the' actuQI Conferpnce at’ Brbtton Woodé, . He, emph331zbd the- 1nte1— i
departméntal d1scu331onu here in Washlngton, the conferencgs with 1ntcr¢stod groupuf
in thls ceuntry, and the dlscu931ons with.téchnieal 1epreucntat1ves of - forelgn :
countriés,: He also’ cmphaglaed the’ fact that mbmbcrs of leglslatlve bodies, - ccon— v
omists™and bunkero, wére a1l 'present at- Bretton Woods.' Ong of the results of .the -
long process of- reWchlng agreement with Cprrtu of so many countries is: -that the
finel proposals aré not exactly as any orie delegatlon would like them to. be, .but.
Mr. White''said ‘he belidved the United States delegation Succeedbd nlne tlmoa out oy
of ten-in getting acceptance of the sort of provisions it wanted to see in the doc-
uments. Mr., White said he believed thls was borne out by the close resemblance
between thg Amcrlcan proposuls prlor 'to the Conference and the final agrermcntb :
rcached §E5 -

Anothor point str@ssed by Mr. Whlte Was that tho Unlted States had more
to gain than any ofher country from acceptinCP of the Fund and .Bank proposnlo.; w
Although we ' will not need to borrov from the Bank or get foreign exchange from the -
Fund, we ¢ have o great iriteredt, in seéing that other countries do not revert to.the .
comp(tltlvb depre01at10n and economic w;rfare of the 1930's. . Mr. White stressed -
the fact that the inter-war period was cne of economic chacs ond said he believed :
the principal reason why experts of so many countries were able to reach ugreement
on establishing two powerful institutions with large resources was their realiza-
tion of the nebcsulty of d01ng uomcthlng to prevent a repetition of the experiences
of that perlod i

Mr. ‘White’ then presented and dlucuSSCd a series of chartb 1llustrau1ng L
the monetary and Financ1al dlfflcultles of the 1920's and 1930's,

Thc Jlrst chart showed the number of countries going back on the gold
standard each year from 1922 40 1929 and the number abandoning the gold standard
from 1929-1926 “‘Mr. White stressed the fact that most countries had, a hard time. . .
getting back on the gold standard and sald it was clear that establishment of - the =
values of currencies in terms of gold was a Vvery necessary and important qtcp. Bt
In this connéction Mr. White dbscrlbcd the difficulties cncountered by the United
Kingdom from 1925 to 1931 and ‘sttributed them in part to the rate chosen in 1925.

The second-chart pictured the spread of clearing agreements in Europe
in the 1930's and Mr. White described how these agreements worked. Mr. White
also explained the variety of mark exchange rates for particular countries and
types of transactlonu.'-

“Phe thlrd chart uhOWCd the chonges in amount of world trade and a measure
of the extent of depréciation of foreign currencies. Mr. White said that the close
correlation between the two was not a result of a causal relationship running in
only one direction.

The fourth chart showed that vhile the percentage change in the United
States share of world trade dropped roughly 28 per cent from 1928 to 1934, the
share of Belgium, Japan, the Netherlands, Italy and France increased considerably,
and Germany's share of total exports increased although her share of imports de-
Digitized fgF8A8EBR . Mr. White said this was partly because we did not adopt the sort of
h“pmm“bﬁTwéféwggther countries did.
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The fifth chart showed the national income and exports of the United
States. Here again Mr. White stressed that ‘the causal relationship ran in both
directions. As our national income fell we bought less abroad and foreign coun-
tries were able to buy less of our goods. The sixth chart showed the value of
United States production and exports of wheat, cotton, tobacco, and lard in the
periods 1925-1928 and 1931-1934, In three cases théere was not only an absolute
drop in exports-in the later period but’ we exported a smaller percentage -of total
production. Mr, White stressed the fact that nlthough we-are not as dependent
on exports as many foreign countries, our exports of particular commodities are .
of tremendous importance to-us, - When Reprcscntative Outland (D. Cal.) suggested
that the fell in the prices of our eXporta was even more serious than the decrease
in volume Mr. White agreed ond p01nted to . another chart, show1ng the drop in flrm
prices durlng this perlod :

Mr. White then deucrlbed the Ccpltul structurb of the Bank with the
help of a chart. He referred back to Representative Crawford's (R. Mich.) ques-
tion on March 7 as to whether the United States subscription to the Bank had been
increased toward the end of the Conference.. Mr. White explained that the original
idea was to have all countries subseribe as much to the Bank as to:'the Fund.
When Russia insisted it could ‘Hot afford to take such a large share of the risks
of the Bank because of the devastation it had suffered in this war the United
States agreed to increase its uubocrlptlon by $300 million to brlng the total up
to #8.8 billion. When Russid agreed at the last minute to increasing its sub-
scription by $300 million the total was raised to $9.1 billion.

Nh. White begon to ‘discuss the Bank's lending operations with the hplp
of a chart., Mr. White mentioned that the Bank's loans and guarantees would be
for specific projects except in special cases. He suggested that the exception
for special cases was intended to cnable the Bank to lend to & member when -the
Fund decided that that member could not continue to draw on the Fund because it
would not be able to relieve the Fund of its currency in a reasonable porlod of
time.

The Committee then adjourned until Monday. Before adjournment Repre-
sentative Brown (D. Ga.) asked Mr. White why our exports of wheat and cotton de-
clined so drastically in the 1930's. Mr. White said it was partly because of the
economic warfare snd partly beczuse foreign countries had less foreign exchange
but stressed the fact that there were a great many other factors to be considered.
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