Trade Pact of Nations as Bar to Future Wars

No Government Could Afford to Forfeit Privileges 1n Warld Cleaning House
or to Imperil Gold Hoard Belonging Jointly to All Countnes

By EDWARD A. BRADFORD.

P Marquis of Lansdowne’s letter
has served one useful purpose in
drawing out an almost unanimous
opinion, en both sides of the
ncean, that the military argument should
he ended, as it was begun, by Germany.

American opinion resembles that indi-
cated in 2 Freneh eartoon, showmg
Fritz pinned to a wall by a bayonet and
ascenting to all that a poilu propeses
A peace to which the United States must
be a party must also be a peaee in har-
mony with the viexs of President Wil-
son. Germany’s mililary defeat s netes-
sary to such a peace, bat after surrender
Germany s m no danger of suffering
such a peace as she wounid have pro-
posed if she had won. Germany musi
make sacrifices, but they will be just and
cannot be adeguate. 1f they were ade-
quate, there eould be no future for Ger-
wmany, and the world needs a2 Germany
tertainly repentant and perhaps recon-
strictesd. Germany’s saerifices are neces-
sary for the worlds safety, which can be
secured oniy by bOnding o substitute for
militarism.

Iniernational Inw s 2 wmeckery so long
as “ scvaps of paper” ean be torn up at
will and so long as there is no method
of punishing such perfidy other than that
-at which the world ix now shuddening.
The werld is no more ready for a weak
or premature pesce thon it is for a peace
dictated by Germmany, but the world
would welcome a foimula of pesce which
wonld include some sabstitute for mih-
tarism. Hardly enocugh attention has

been paid to the Maiguis's sugpestion of .

a new sanction for intermational law.
Hizs letter would serve a second useful
porpose if it ecould bring out any aseful
idea for inducing rather than compelling
rood faith between nations,

The Marquis of Lansdowne suggests as
an alternztive to the mse of force upon
an offender azainst the law of nations
“ denial of commrercial aveess and facili-
tiex™ That would be the substitotion of
commereial war for military war. Be
says himself *a commercial boyeett would
be justifiable as a war measure.”™ More-

cver, it is clear that a commeretal boy-
cott injures both sides to it. Prohibition
of srade has its complement ia abstention
from trade, and that means loss of
business to both pariies to the bargain.
Is it not pessible that a clue through the
maze may be found by sobstituting profit
for punishment, by making it better
worth while to do husiness on friendly
terms than io =eek trade by conquest?

The United Stiates gave the vmrlr! an

example of polit-
*~al union based on
cemmercial  bene-
fiis. After a cent-
vury’s observation
the world is so Iit-
e able- to under-
stand it that the
United Kinpdom,
the country which
thinks most nearly
Flke ourselves, =
umabie to federate
ite constituent
tingedoms. A Um-
ted States of Eu-
rope, as a League
wi PE.HCE, is un-
thinksble so long
»Z it s proposed
23 a settlement of
religion,  polities,
ard other subjects
which are taboo m
raixed company.
If there can be no
{:nited States of Bu-
rope, thore can be
no United States
vf the World. If

ing conditions were a welter of competi-
tion and confusion, complicated by jeal-
ousies between States and sections and
cities. Yet they were all composed, and
there emerged the werld’s oaly three-
billion-dollar bank, the hark on which
the winning of the war depends more
than on any other one financial force.

The Federal Reserve Bank is hke no
other. 1 is not a central bank, with de-
pem{ent bramhes.. Nclther is it 2 eombi-
mation of indepen-
dent banks. It ix
one bank, composed
of members which
are equal in rights,
but wunegual In
other respecis. All
are ruled by the
same law. The in-
durement to re-
main in good
stanmaing Iz B30
strong that no
reasonable man ean
imagine either that
any bank should
voluntarily lose its
membership or that
itz fellow-members
sboald disfellow-
ship it

Imagme for =
moment that the
world’s irade were
cobdocted through
s world cleanng
I!O“SE, plmdr per-
haps, in Belgiom.
Conceive that mem-
berships were of-
fered to all coun-
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there is to be neo
pesce unti] there s
an agvecment on
dynasiic and na-

Lord lLansdewne, Whose Letier on Peace
Has Sugpested the ldez of Fetore Trade
Arreements to Corb Warlike Natioos.

tries which would

‘make a suitable de-

posit of gold for
the settiement of

tional rivalries, there is no roowm for
hope. But why may not therc be 2 sep=z-
ration between politics and commerce?
That seems an impossible suggestion.
And yet here also the United States may
offer to others the remedy which it took
tiself for troubles of its own. Our bank-

balances between them, as i3 done by
the use of pold deposited in the gold
fund at Washington by the Federsal
Reserve members. Is it not clear that
there would be a singulsr combination of

» freedom in action with remarkable re-

luctance to forfeit the advantages of
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membership? Is it not also clear that
membership could be rvinrined only by
compliance with the same ruics for ail?
And how could there be surer or s=wifter
punishment for breach of the ecmmon
commercial law than the stoppage of the
trade clearingy of the offending nation?

Contrast this with other propossls
for * after-the-war ” arrangements. In-
stead of harmwalziag the world they
would array it in bhostile camps com-
mitted to reprisals upon one another. In-
dividually they would be based upon the
theory of combination for mutual inter-
est. Compelitively they would foster dix-
cord. Nations disagree about tanffs
moure easily than about almost anything
cise, When even England and the
United States have their internal discen-
sions over protection and free trade, how
can it be expected that the world shoald
agree about them?

None of these things troubies our
Federal Reserve system. The member
hanks are sitnated in States which are
sgvereign foward each other, except so
far as they have surrendered their
sovereignty to the Federnal Government.
If they were completely sovereipn i
would make no necessary differrmee to
the Federal Reserve system. Its clear-
ings proceed, and would proceed, with
indifference to local pelitics. The world
clearing house would care nothing for
races or dynasties or tanffs. Individisals
would make their barpains, and they
would be settled through the bank in dis-
regard of everything but the arithmetic
of the matters. Already there is greater
agrcement between nations upon com-
mercial law than upon anything else.
Bills of exchange and bills of lading are
the =ame everywhere in principle.
tendency toward wniformity is irresistible
m these davs of telephone, wirrless aml
transportation marvels,

Before the war the world was gmping
after something of this sort for the sake
of avoiding shipments of gold between
naticns. [t was officially suppested by
Mr. Cortelyou, when Secretary of the
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Treasury, that deposits of pold might
serve a: the basis of an intermatioar! xold
cettificate, and be drawn against to avoid
the trouble, cost, and risk of occan voy-
ages. I 1s kut a single step further to
suggest that mations might do what was
supeosicd for banks, and with cumulstive
aivantage. It s trur that the war sug-
gests that a faithless mation mipht take
the gold. But if all maiions mad: depo=-
its each would be the goarantee of the
security of the others; and togrether they
wasld be the world's secornity.

Germany migit not have gooe to war if
she rould Bave corceived that the world
would rise to defend the signatures o a
serap of paper. But neither Germany,
nor even Bolshevst Rossks, could [ail to
sec that the world would infallibly and
insiantly defend and avence interests so
peculiar to each of them, and yet so com-
mou 1o all, as the ecurity for the world’s
CChmyree.

Dunng the war there nave bheen many
vrdentz making the idea seem practical.
A hilloa dollars of gold was sent frem

Enginnd to Ottawa and counted as in
the Bank of Engiand until sent to the
United States. That is fresh in memory,
but 1 has been foryoetten that the
precodeut was ereited when the eurrent
of pold was toward Enagland [t was
after our pamc of 197 that the Bank
of England first established a depository
in Canada of gold earmarked for its ac-
count. Part of the gold which is the
basis of the money system of Argeatina
i5 kept in London. When recently we
paid Denmark $95,000.000 for the Danish
West Indies, the pold was left here on
deposit, creating an interpational credit
in fact, aitbough in form an interbank
erndit.  Roeent)y oar Federal Reserve
Bank has propased that difficulties of
exchange between the United States and
South American countries shouid be
lessened by the deposit of gold in our
banks to the eredit of the Govarnments of
ihe country wath which Americans wished
to trade, and should be paid out in those
countries by notes of the respective Gov-
emninents, Germuany manages its loan
to Turkey in thiz mammer. The Turkish
‘mance Minister explained to the Turk-

ish Chamber how ke had issued curreney
in Turkey agamst 5519000 deposited
m stee! chamhers in Beslinn It may
suffice to close the Lst of precvedents by
perhaps the one in closest analogy. Not
many months ago the International High
Commission proposed to the State fle-
partment “ to undertake treaties for the
crealion of goid trust funds in all the
Amencan nations stmilar to that main-
tained in this rouniry by the Federal
Reserve system,” and Secretary McAdoo
expressed his official approval of the
plan and its anticipated benefits.

At the present mumeni one New York
iank #as en deposit in the Bank of Eng-
land ever $5G.000000, and the Bank of
Engcland has made a precedent by paying
imicrest to attract deposits from other
nations. Why may not aztions do what
banks de? O if political diffieultics are
raiver, why mav not nations appoint
hanks to o for nations what bvanks do
foi- other depositors? 1t ean no longer be
obleeted. as it loug has been ohireted,
that the tUnited States had no repres~nis
tive hank which e¢suld do business en
rquality with aother national hanks,
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“ After-the-war * arrangements should
be indepemient of the military set-
tlemvent. That is in the hands of
Generals and statesinen. But this war
is not going to be settied like other wars,
by diplomatic -and dynastic bargains.
There Ras never been finality about those
adjustmonts beeause they were selfish
and rooted in disregard of the rights of
thoce used as pawns by those who dud
not own them. The last spark of feudal--
s is flickering. When it goes out the
world must be organized ecoromieally as
a unit, allowing freedom of trade aceord-
ing to locai reguiations.

A single tanff for the world would not
be practicable. No nation would let any
other nztion wrilc its tariff. But there
would be a double check upon penal or
extlusive’ or unfriendly turiffs. No
aationn could disregard the danger to its

‘elearings if it reduced its trade balances

by any soit of commercial beyvett. And
the world clearing bouse would cousti-
tutz an Advisory Couneil, sich as exists
m our Federal Reserve svstem, which il
would requirs bravery civaling that of
soldiers to disregard.



