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0000000 These institutions came into existence because
policy makers in the United States and the United Kingdom, the
dominant players in the post-World War Il planning game, wanted
to avoid a repeat of the mistakes made during the inter-war years.
From an economic perspective, the period between the two world
wars might best be described as an era of instability and collapse. The
1930s saw a drastic contraction of world trade, lower income and
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contagious U O OO OO0 OOOOOOO There were two
or three main things: one of course was the collapse of the
International monetary system with countries restricting payments
abroad and access to foreign currencies - and so there was a great
deal of currency turmoil. And then, with the onset of recession and
depression in the world, you had countries erecting trade barriers,
trying in fact to export unemployment, trying to stimulate demand
for their own products by keeping imports out. And this was
contagious, so that in the early 1930s, you had a very, very substantial
decrease in international trade and, of course, with that, an increase
In inefficiency, as countries were trying to do more and more
themselves. You also had a great growth in bilateralism, that instead
of trading on a multilateral basis - that is trading with anyone and
buying from the cheapest source - you had a whole series of trade
agreements where preferences were being given to particular
countries. And so you had three aspects going on really: You had
first of all a currency turmoil. you had, secondly, very substantially
Increasing trade barriers and associated with that and with the
Depression greatly decreasing trade. thirdly you had a great deal of
channelling of trade with preferred countries. 0 O O 0O 0O O 0O O O
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OO0 0000000000000000000 One,the
restoration of a multilateral system of payments, based on world wide
convertibility of currencies. two, stability of exchange rates. and
three, national independence in monetary and fiscal policies. [J [1 [
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[ O O Atthe time of Bretton Woods, the intention was to create an
international trade organisation paralleling the IMF. However,



because currency stability and financial reconstruction were
considered of greater urgency this did not eventuate. Indeed, it was
not until three years later, in 1947, that the General Agreement on
Tariffs and Trade - better known by its acronym, the GATT -
became the focus for trade negotiations. As a loose-knit organisation,
an agreement between contracting parties, the GATT differed
organisationally from the IMF. It worked through what were termed,
negotiating rounds at which member countries agreed to tariff
reductions. OO0 UOOO0OO0OO0OOD0OOD0OOOOOONO
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