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Abstract

The world economic depression brought about by the effect of 1* World War (1913- 1918), the beginning of the
2" World War (1918) and the inability of the so called world super powers to salvage the economic predicaments
at that time, necessitated the demand for ‘a set of multilateral institutions’ to rebuild, to provide a safety net, and
to structure the postwar economy. With this vision at heart, a meeting held in Bretton Woods, New Hampshire, in
July 1944 spearheaded by the big nations (United States and United Kingdom) founded the IMF(International
Monetary Fund), the IBRD (International Bank for Reconstruction and Development) later called (the World
Bank), and the ITO (International Trade Organization) later replaced by GATT and WTO. Thus, these
institutions are popularly known as the Bretton Woods Institutions. Therefore, this article aims to examine the
concept “Bretton Woods Institutions”: What are they all about and how they work; The institutional objectives
and the goals sought to be achieved; the impacts of the institutions to the development of the discipline
“International Economic Law” as well as the criticisms against the operational mechanisms of the institutions
will also be looked into.
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1. Introduction
It is not strange to expect that after any war, be it International or Internal conflict, it is always being
characterized by economic shamble, or the political and economic landscapes of the affected area must be altered
negatively. For this, the impacts of the Ist and 2™ world war culminated in the Great Economic Depression of
the 1930s (Dike, 2010). The League of Nations was founded in 1919 to maintain the peace. Neither the United
States nor the Great Britain had the resources to single-handedly prevent the worldwide depression (Ibid).

The move to salvage the countries of the world from this post-World War I economic shackles pave the
way for the emergence of the concept “Bretton Woods Institutions”. The questions now are: -
What do Bretton Woods Institutions stand for?
When and how was the Institution(s) propelled?
Why Bretton Woods Institutions?
Who are the founding father(s) of the institution(s)?
Why were they (the institutions) created?
How do the institutions work?
Have the institutions achieved their goals? If yes, to what extend? And if No, Why?
What are the achievements and impact of these institutions on the development of the discipline of
International Economic Law in the present world economic order?

» What are the criticisms of these institutions?

The answers to the above questions form the basis of this write up. It is worthy to note that, it is not within the
scope of this article to dwell extensively in the discussion of the institutions that formed the Bretton Woods
Institution. The article will be concluded by suggesting recommendations that may proffer solutions to the
criticisms on the operational platform of the institutions.

YVVVVYVYVYYY

2 Bretton Woods Institutions: What they stand for.

The Concept “Bretton Woods Institutions” is a compound words made up of “Bretton Woods” and “Institutions”.
The former being a name of a place located in New Hampshire, USA. Though the latter has no unanimous
definition, but for the purpose of this article it refers to any structure or mechanism of social order governing the
behaviour of a set of individuals within a given community (Hudgson, ). In other words, institution is an
organization, establishment, foundation, society, or the like, devoted to the promotion of a particular cause or
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program, especially one of a public, educational, or charitable character.

But in its technical sense, Bretton Woods Institutions refer to the International Economic Organizations
viz: - World Bank and International Monetary Fund (IMF). These were set up at a meeting of 43 countries in
Bretton Woods, New Hampshire, USA in July 1944. Their aims were to help rebuild the shattered postwar
economy and to promote international economic cooperation. The original Bretton Woods agreement also
included plans for an International Trade Organisation (ITO) but this was dormant until the World Trade
Organisation (WTQO) was created in the early 1990s.

3 When and how the Institution(s) were propelled
3.1 When?
The creation of the World Bank and the IMF came at the end of the Second World War. They were based on the
ideas of a trio of key experts — US Treasury Secretary Henry Morganthau, his chief economic advisor Harry
Dexter White, and British economist John Maynard Keynes (Bardo and Barry, 1993). They wanted to establish a
postwar economic order based on notions of consensual decision-making and cooperation in the realm of trade
and economic relations. It was felt by leaders of the Allied countries, particularly the US and Britain, that a
multilateral framework was needed to overcome the destabilising effects of the previous global economic
depression and trade battles. In his opening speech at the Bretton Woods conference, Henry Morganthau said:

“bewilderment and bitterness” resulting from the Depression became “the breeders

of fascism, and finally, of war”. Proponents of the new institutions felt that global

economic interaction was necessary to maintain international peace and security.

The institutions would facilitate, in the creation of a dynamic world community in

which the peoples of every nation will be able to realise their potentialities in peace”.

The IMF would create a stable climate for international trade by harmonising its members’ monetary
policies, and maintaining exchange stability. It would be able to provide temporary financial assistance to
countries encountering difficulties with their balance of payments. The World Bank, on the other hand, would
serve to improve the capacity of countries to trade by lending money to war-ravaged and impoverished countries
for reconstruction and development projects.

3.2 How

It all started from Atlantic to Bretton Woods in June 15th-30th, 1944 when delegates met in Atlantic City, New
Jersey to facilitate the work of the forthcoming conference.A preliminary meeting was held at the Claridge Hotel
in Atlantic City. American financial experts assembled there and were joined by specialists from 15 other
countries. On June 30 the group traveled by train to Bretton Woods, New Hampshire.

Then in July 1-22, 1944 - Delegates meet in Bretton Woods, New Hampshire Representatives from 44
nations met at the Mount Washington Hotel in Bretton Woods for the United Nations Monetary and Financial
Conference - popularly known as the Bretton Woods Conference. Discussing the accomplishments, John
Maynard Keynes said:

"We have had to perform at one and the same time the tasks appropriate to the
economist, to the financier, to the politician, to the journalist, to the propagandist, to
the lawyer, to the statesman-even, I think, to the prophet and to the soothsayer."

4. Why Bretton Woods Institutions?

The Institutions (the World Bank and the IMF) are called the “Bretton Woods Institutions because it was in July
1-22, 1944 that the delegates from 44 Countries of the world met in Bretton Woods, New Hampshire at the
Mount Washington Hotel for the United Nations Monetary and Financial Conference - popularly known as the
Bretton Woods Conference that led to the emergence of the two institutions (History of Bretten Woods
Institutions).

5 The Founding Fathers

John Maynard Keynes and Harry Dexter White were the intellectual founding fathers of the IMF and the World
Bank. White was the chief international economist at the U.S. Treasury. In 1944, he drafted the American plan
for the IMF that competed with the British Treasury blueprint drafted by Keynes (Keynes, 1971).

Most of White's plan was incorporated into the final acts adopted at Bretton Woods. The IMF was given
the role of promoting global economic growth through international trade and financial stability (Moggridge,
1980).

One of Keynes' most significant roles was as chairman of the Bank Commission, under his leadership,
the Bank articles were drafted rapidly and successfully despite the lack of pre-conference groundwork regarding
the organization of the World Bank.
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5.1 The IMF Mandate

The IMF promotes international monetary cooperation and provides policy advice and technical assistance to
help countries build and maintain strong economies. The Fund also makes loans and helps countries design
policy programs to solve balance of payments problems when sufficient financing on affordable terms cannot be
obtained to meet net international payments. IMF loans are short and medium term and funded mainly by the
pool of quota contributions that its members provide. The IMF staffs are primarily economists with wide
experience in macroeconomic and financial policies.

5.2 The World Bank Mandate
The World Bank promotes long-term economic development and poverty reduction by providing technical and
financial support to help countries reform particular sectors or implement specific projects. For example,
building schools and health centers, providing water and electricity, fighting disease, and protecting the
environment. The World Bank assistance is generally long term and is funded both by member country
contributions and through bond issuance. World Bank staffs are often specialists in particular issues, sectors, or
techniques (World Bank Factsheet). And because of this specialty, the bank is now crystallized to World Bank
Group. The "World Bank Group" consists of four multilateral financial institutions:

a. the International Bank for Reconstruction and Development (IBRD);

b. the International Development Association (IDA);

c. the International Finance Corporation (IFC); and

d. the Multilateral Investment Guarantee Agency (MIGA).

While the goal of the International Finance Corporation (IFC) is to invest in commercial enterprises in
the developing world and to support private sector initiatives, that of the International Bank for Reconstruction
and Development (IBRD) and the International Development Association (IDA) is to foster economic and social
progress as well as to reduce poverty. The Multilateral Investment Guarantee Agency (MIGA) aims to encourage
direct foreign investment in member countries by protecting investors against non-commercial risk, notably that
of war or limits on repatriation of profits.

6 How the Institutions (World Bank and IMF) Work
In the discharge of their independent mandates, both institutions work on the platform of “Framework for
cooperation”. In other words, they collaborate and work hand in hand by complementing each other.

The IMF and World Bank collaborate regularly and at many levels to assist member countries and work
together on several initiatives. In 1989, for example, the terms for their cooperation were set out in a concordat
to ensure effective collaboration in areas of shared responsibility such as:-

®  High-Level Coordination: During the Annual Meetings of the Boards of Governors of the IMF and the
World Bank in 1987, Governors consult and present their countries’ views on current issues in
international economics and finance. The Boards of Governors decide how to address international
economic and financial issues and set priorities for the organizations. A group of the IMF and World
Bank Governors also meet as part of the Development Committee, whose meetings coincide with the
Spring and Annual Meetings of the IMF and the World Bank. This committee was established in 1974
to advise the two institutions on critical development issues and on the financial resources required to
promote economic development in low-income countries.

®  Management Consultation. The Managing Director of the IMF and the President of the World Bank
meet regularly to consult on major issues. They also issue joint statements and occasionally write joint
articles and have visited several regions and countries together.

o Staff collaboration. The staffs of the IMF and the Bank collaborate closely on country assistance and
policy issues that are relevant for both institutions. The two institutions also often conduct country
missions in parallel and staff participates in each other’s missions. The IMF assessments of a country’s
general economic situation and policies provide input to the Bank’s assessments of potential
development projects or reforms. Similarly, Bank advice on structural and sectoral reforms is taken into
account by the IMF in its policy advice. The staffs of the two institutions also cooperate on the
conditionality involved in their respective lending programs.

The 2007 external review of Bank-Fund collaboration led to a Joint Management Action Plan on World
Bank-IMF Collaboration (JMAP) to further enhance the way the two institutions work together. Under the plan,
Fund and Bank country teams discuss their country-level work programs, which identify macro-critical sectoral
issues, the division of labor, and the work needed from each institution in the coming year. A recent review of
JMAP Review of 2010 implementation underscored the importance of these joint country team consultations in
enhancing collaboration.

® Reducing debt burdens. The IMF and World Bank also work together to reduce the external debt
burdens of the most heavily indebted poor countries under the Heavily Indebted Poor Countries (HIPC)
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Initiative and the Multilateral Debt Relief Initiative (MDRI). The objective is to help low-income
countries achieve their development goals without creating future debt problems. IMF and Bank staff
jointly prepares country debt sustainability analyses under the Debt Sustainability Framework (DSF)
developed by the two institutions.

Reducing poverty. In 1999, the IMF and the World Bank initiated the Poverty Reduction Strategy
Paper (PRSP) approach—a country-led plan for linking national policies, donor support, and the
development outcomes needed to reduce poverty in low-income countries. PRSPs underpin the HIPC
Initiative and most concessional lending by the IMF (in particular, the Extended Credit Facility (ECF))
and World Bank.

Monitoring progress on the MDGs. Since 2004, the Fund and Bank have worked together on the
Global Monitoring Report (GMR), which assesses progress needed to achieve the UN Millennium
Development Goals (MDGs). The report also considers how well developing countries, developed
countries, and the international financial institutions are contributing to the development partnership
and strategy to meet the MDGs.

e Assessing financial stability. The IMF and World Bank are also working together to make financial sectors
in member countries resilient and well regulated. The Financial Sector Assessment Program (FSAP) was
introduced in 1999 to identify the strengths and vulnerabilities of a country's financial system and
recommend appropriate policy responses. For more extensive details of the functions, mandates and
operational mechanism and strategies of these two institutions can be found on the websites of the World
Bank (Bank) and International Monetary Fund (IMF).

7. The Achievements and Impact of Bretton Woods Institutions on the Development of International
Economic Law

7.1 The Achievements:

It will not be out of place to argue that the IMF, the World Bank, and GATT- the full complement of the Bretton
Woods institutions- have met virtually all the aspirations of their original architects. To sum it up, the
achievements of these institutions include the followings:

>

7.2

The world economy has experienced a remarkable period of rapid growth, expanding international
exchange, and relatively full employment in the past 70 years after World War II; and the Bretton
Woods institutions deserve some of the credit (Helleiner, 1984).

World trade, for example, grew in the quarter century from 1950 to 1975 at nearly double the rate at
which world production grew. Liberalization of exchange controls generated truly international money
and capital markets in which vast cross-border flows now take place around the clock.

The IMF exchange-rate rules imparted a degree of order to international monetary affairs, if only by
reminding members of the international community of agreed upon norms.

The IMF also provided short-term credit, albeit in limited amounts, to countries in temporary balance
of payments difficulties to reduce the likelihood of their resorting to "measures destructive of national
or international prosperity (Article 1, IMF Charter).

The World Bank directed long-term credit, which private markets would not otherwise have provided,
first to the war-devastated areas for reconstruction and then to the developing countries for overall
growth and development (Global Economic Prospect, 2012).

GATT produced a series of tariff bargaining rounds that resulted in substantial reductions in tariffs on
manufactured products in the industrialized world. And its basic principles of non-discrimination,
variety of closely interrelated national markets. Transnational corporations, now based in a growing
number of developing as well as developed countries, increasingly integrated their worldwide
operations and developed their own internal planning systems.

In a whole variety of other areas; space, the oceans, the environment, data flows, to name just a few.
The resolutions of major new policy problems became impossible within traditional national boundaries
but were now made possible
Multilateralism and transparency is now order of the day. Moreover, changes in the world economy
have been so rapid and so great that they have out-stripped the adaptive capacities of even the most
flexible international machinery.

The Impact of Bretton Woods Institutions on the Development of the International Economic

LawThe institutions were able to set out “Basic or Minimum Standard for International Norms”:- Basic

standards, with special reference to the Standards of National Treatment; Most Favoured Nation
Treatment; Reciprocity Standard; Standard of the open door; Standard of Preferential Treatment,
Standard of Equitable Treatment or Standard of Non-discrimination (Diebold, 2011).

These minimum standards deserve pride of place among the standards of international economic law. It
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was these standards that laid down the bases in this field law which have grown into rules of general
international customary law. As already mentioned, they began by being incorporated in innumerable treaties in
order to secure to foreign merchants a modicum of security for their persons and property. As can be shown by
reference to the practice of States and international tribunals, these standards developed in time into rules of
international customary law and their applicability was widened so as to apply to all persons sojourning in
foreign lands (Schwarzenberger, 1948).

e [t provided guidelines for both state and non-state actors on the international scene: - For example, the
Fund and the Bank are mostly using National and Transnational Corporations in the execution of
Developmental Projects. Transnational Corporations (TNCs) not only occupy an important status as
economic actors on the international scene, but they are also political actors who are increasingly
involved in the progressive development and enforcement of the regulatory structures of the
international economic system (Nowrot, 2011).

e The IMF and the World Bank was able to ensure that their mechanisms and operations meet the
requirements of the new world of integrated global markets (Bardo and Barry, 1993).

e The IMF and the World Bank have become some form of a cottage industry on good governance and
the rule of law (Raffer, 2008).

e The Bretton Woods Institutions’ basic principles of non-discrimination, multilateralism, and
transparency even when abused in practice, have set standards against which the trading practices of
individual member countries are judged (Helleiner, 1984).

e They were able to set precedents in constructing an international economic framework that reduces the
risks of cumulative downward spirals, such as the one they had just suffered as a result of the post-
World war crises (Norton, 2009).

e The emergence of these institutions has paved way for the development of a special field of research
and training in International Economic Law, Financial Houses and Organizations, Governmental
Organizations, NGOs, International Economic Institutions and Relations.

e The Bank and the Fund as specialized economic agencies of the United Nations are not mere
appendages of the central organization. They are the means for dealing with vital international
economic problems. The economic program of the United Nations is a new and bold venture in
international cooperation. Its object is to restore world trade, to free such trade from restrictions and
discriminations, and to prevent the formation of conflicting economic blocs. A program of this
character, if it is to be effective, cannot be dealt with merely by agreement on abstract principles (Pehle,
1946).

e In the field of international trade and financial relations, positive action for dealing with continuing
problems has been and is being achieved through these institutions with broad authority (Reich, 2010).

e Above all, the emergence of Bretton Woods Institutions is the pioneer economic institutions that set
precedents that brought about the proliferations of International Economic Institutions, Instruments,
Bilateral and Multilateral agreements, as well as International and National Economical Integrations
(Chifamba, 2007).

8. The Criticism on the Operational Mechanism of the two Institutions

The Fund and the World Bank have, however, been confronted from time to time with other new types of crises
not explicitly envisaged by their charters, such as the debt crisis (Fatima 1998), the environmental crisis (Action
against Bretton Woods, 1994), the crisis of governance (Bardo, 1995), the crisis generated by the failure of
governments to respect human rights, and the crisis presented by tumultuous political upheavals and internal
conflicts and above all aggressive legalism (Pekkanen, 2010). This category of crises has been more problematic,
and dealing with them has sometimes been surrounded by controversy (Morais and Soto, 1996).

Criticism of the World Bank and the IMF encompasses a whole range of issues but they generally
concerned about the approaches adopted by the World Bank and the IMF in formulating their policies." This
includes the social and economic impact these policies have on the population of countries who avail themselves
of financial assistance from these two institutions. This centers on the following:

e That the two institutions in the course of discharging their mandates through the multi-lateral
corporations do not observe the rule of law and violate human rights of some nations.

e That the conditionality imposed in terms or covenants for the grant of the loans succeeded in promoting
mass un-employment and poverty in the benefiting nations.

e That the guidelines and principles set out by the institutions and those came after them are more
favourable to the developed nations as opposed to the less developed nations.

'Saadia Pekkanen op. cit.
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e That membership of the international institutions does not reflect fair representations of all members’
nations.

e That the operation of the standards and principles of the international economic law with reference to
the monetary and investment aspects which these two institutions laid the basic standard, has succeeded
in doing away with traditional principles of sovereignty.

9. Conclusion

Bretton Woods Institutions are the institutions popularly called the “World Bank” and the “International
Monetary Fund (IMF) that evolved after the post-World War I and the beginning of the World War II which
brought about World Economic meltdown. None of the so called World super powers such as the USA and the
Britain could salvage the situation other than to initiate these two institutions to assist and develop a kind of
economic policies that will go a long way to bringing financial stability and national development in all its
ramifications.

The institutions have emerged through the efforts and initiatives of the duo of John Maynard Keynes
and Harry Dexter White. The meeting for the birth of the institutions took place at a Hotel called Mount
Washington, Bretton Woods, New Hamphshire, USA in 1994, which consists of 44 representatives of member
countries. The establishment of the institutions was to foster economic development through long and short term
loans to the needy nations. The establishment of these institutions not only had brought about physical and
economic development to the world, but was able to set out universal basic standard and principles of economic
policies. In addition, it has set precedent and platform for the development of the field of international economic
law, policies, guidelines, institutions, financial institutions and strategies in all its ramifications.

It is worthy to mention that inspite of these achievements of these institutions, it is faced with a new
form of criticism ranging from its operational mechanism through other agencies that are fond of abusing the
rule of law, stringent measures in loan conditionality that encouraged poverty, un-employment, environmental
degradation, lack of fair representations by member nations etc.

Bearing these shortcomings and criticism in mind therefore, there is the need for the total overhaul of
the institutions in terms of their structures, policies, operational mechanisms to address these complaints and
grievances from the nations concerned in order to improve global macroeconomic management.
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