
Forgotten Foundations of Bretton Woods: A
Comprehensive Historical Analysis
In the aftermath of World War II, the victors gathered in Bretton Woods,
New Hampshire, to reshape the global economic order. The conference,
held from July 1 to July 22, 1944, resulted in the establishment of the
International Monetary Fund (IMF) and the World Bank, institutions that
would play a pivotal role in shaping the post-war economic landscape.
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However, beyond the well-known outcomes of Bretton Woods, there lie
forgotten foundations that have been overlooked in historical accounts.
These foundations, rooted in pre-war economic thought and international
cooperation, were instrumental in laying the groundwork for the
conference's success and shaping its ultimate legacy.
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Pre-War Economic Thought

The ideas that shaped Bretton Woods can be traced back to the interwar
period, when economists and policymakers grappled with the challenges of
economic instability and the Great Depression. John Maynard Keynes, a
British economist, emerged as a leading proponent of government
intervention in the economy to stimulate demand and promote economic
growth. Keynesian economics, as it became known, would heavily
influence the thinking of policymakers at Bretton Woods.

Another influential pre-war economic concept was the gold standard, which
had been the dominant monetary system during the late 19th and early
20th centuries. Under the gold standard, the value of currencies was fixed
to gold, ensuring stability in exchange rates. Although the gold standard
had collapsed during the Great Depression, it remained a significant
reference point for policymakers at Bretton Woods.

International Cooperation

In the years leading up to World War II, there were growing calls for
international cooperation to address economic challenges. The League of
Nations, established after World War I to promote peace and cooperation,
played a key role in fostering these discussions. The League's Economic
and Financial Section, led by economists such as John Maynard Keynes,
developed plans for international economic stabilization and cooperation.

These pre-war efforts laid the groundwork for the collaboration that would
take place at Bretton Woods. The United States, as the world's leading
economic power, took the initiative in organizing the conference and invited
representatives from 44 allied nations.



The Bretton Woods Conference

The Bretton Woods Conference was a marathon negotiating session that
lasted for three weeks. The delegates grappled with complex issues,
including the establishment of a new international monetary system, the
creation of the IMF and the World Bank, and the regulation of exchange
rates.

The final agreements reached at Bretton Woods reflected a compromise
between the Keynesian and gold standard approaches. The IMF was
established to provide financial assistance to countries experiencing
balance of payments problems, while the World Bank was created to
promote economic development and reconstruction.

The Bretton Woods system established a new international monetary order
based on fixed exchange rates, with the US dollar serving as the reserve
currency. This system helped to stabilize the global economy and promote
trade and investment.

Forgotten Foundations

While the outcomes of Bretton Woods are well-documented, there are
several forgotten foundations that played a crucial role in the conference's
success. These include:

The Legacy of the League of Nations: The League's Economic and
Financial Section provided a forum for discussing international
economic cooperation and developed plans that influenced the Bretton
Woods agreements.



The Role of Non-Governmental Organizations: Non-governmental
organizations, such as the International Chamber of Commerce and
the International Cooperative Alliance, played a significant role in
shaping the Bretton Woods agenda and advocating for the interests of
business and labor.

The Influence of Women Economists: Although women were largely
excluded from formal participation in the Bretton Woods Conference,
their research and advocacy on issues such as currency stabilization
and economic development influenced the discussions.

The Impact of the War: The experiences of World War II, including
the economic devastation and the need for postwar reconstruction,
created a sense of urgency and a willingness to cooperate that
facilitated the success of Bretton Woods.

Legacy of Bretton Woods

The Bretton Woods Conference had a profound impact on the global
economic order. The IMF and the World Bank became key institutions in
promoting financial stability and economic development. The fixed
exchange rate system helped to stabilize the global economy and foster
trade. However, the Bretton Woods system eventually faced challenges,
including the rise of inflation and the increasing mobility of capital.

In 1971, the US abandoned the gold standard, which led to the collapse of
the Bretton Woods fixed exchange rate system. The global economy
entered a period of floating exchange rates, which continues to this day.

The Bretton Woods Conference was a pivotal event in shaping the global
economic order. However, beyond the well-known outcomes, there lie



forgotten foundations that played a crucial role in its success. These
foundations, rooted in pre-war economic thought, international cooperation,
and the experiences of World War II, have been largely overlooked in
historical accounts.

Understanding these forgotten foundations is essential for a deeper
appreciation of the complexity and significance of the Bretton Woods
Conference. It also provides insights into the challenges and opportunities
facing the global economy today.
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