EcoNomiIcs AND THE (EARLY) COLD WAR

trade




PROLOGUE:

AStructure versus Contingency
AThe Gold Standard (in theory and interwar practice)

Alnterwar Tariff Agreements
A(US) Smoot-Hawley Tariff Act (June 1930)
A1932 Ottawa Agreements (British Imperial Preference)
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Alnterwar Trade and Financial Agreements
A1934 Reciprocal Trade Agreements Act (RTAA)
A1936 Tripartite Monetary Agreement (US, UK, France)




BRETTON W0ODS CONFERENCE (JULY 1944)
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AHarry Dexter White (US);
AJohn Maynard Keynes (UK)

A44 nations e
AEstablished the IMF , IBRD, and the | s
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ASoviet participation (US loan to?)
ADomestic Politics
AOpposed by many US bankers,




BRETTON WOODS- KEY POINTS:

ACentral Dilemma: How to combine domestic economic goals (social

welfare and full employment) with stable exchange rates and open
international trade?

ABretton Woods Agreements:
AFix currencies to the US Dollar, itself pegged to gold (at $35/ounce)
AThe IMF (International Monetary Fund) would:
Aregulate this system
Aprovide a source of funds to relieve temporary balance-of-
payments difficulties
AThe IBRD (International Bank for Reconstruction and Development)-

attractive to participants but less important to BW planners
AThe US plays a central role:




"BRETTON WOODS SYSTEM"

AFlourishes from 1959 (European convertibilty) to 1973

APaired with GATT (General Agreement on Tariffs and Trade, 1947)
AThis more ambitious effort for an International Trade Organization
fails when the US Congress fails to ratify by 1950

AIMF (and the IBRD) are weak and undercapitalized during the early Cold
War years. Direct US economic (Marshall Plan) and military aid are more
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AUS balance of payments deficits in the 1950s? provided liquidity
Athe Triffin Dilemma (1960)- possible run on the dollar




US AND CANADIAN LOANS TO BRITAIN (1945-46)

AUS to UK- $3.75 billion; Canada to UK $CDN 1.25 billion
A2% interest, repayable over 50 years, with a waiver clause
AFinal settlement of Lend-Lease and Mutual Aid claims
AFinally repaid by UK at the end of last year (2006)
AUK C T O Wdul@ratify Bretton Woods in exchange for the US loan
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Asterling convertibility by 1947

ABritish reactions (to the US loan) A
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ARepublicans gain Congress in 1946
midterm elections
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VICE MEN WERE RETURNING TO CiVILIAN

NO CARS YET LIFE, LOOKING FOR JOBS AND HOMES...
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AHarsh 1947 European winter ool e

Asterling convertibility fails after six
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ABritain ends aid for Greece and ' s e i - i
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THE MARSHALL PLAN (1948-1951)

AHarvard , 5June 1947 Syl R R )
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A~$13 billion (passed in March 1948)
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ALeads Soviets to re-form COMINFORM

AOpposed by Henry Wallace

AMore symptom of or cause of Cold War?
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IMARSHALL PLAN, CONTINUED

ANot just $, but an attempt to change
European business practices

AExtent of European initiative?
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CoLD WAR ANTICOMMUNISM

1953 Harry Dexter White case
Timeg 23 November 1953

QOin fact, the political climate of the
Roosevelt and first Truman Administrations
was the real weight of the case against the
Democratic leaders. Political climate is
manmade. The moral confusion that marked
the Roosevelt Administration made it
possible for White & Co. to attain great
power. That this confusion still exists is
evidenced by Truman's continued refusal to
accept the meaning of the White case.

Nobody would accuse Roosevelt or Truman



CONCLUSIONS:

AEarly Post-WWII and Cold War years set up key structures for current
economic system

AEconomic and financial policies becomes subordinated to the Cold War

AT 1 Pl Ao
AGradual evolution in financial and trading agreements among countries

AEffects of Cold War anticommunism on policymaking

ALimits of American power- Britain enacts convertibility on its own terms;




