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INTERATIOGIAL MOYETARY STABILIZATIOrI

by

C. P. Kindleberger

So far as can now be judged, four principal factors of disequilibrium
vll exist at the conclusion of the period of relief nund reconlstruction after
the war to plague the establishment and aintenancoe of a frooee system of inter-
national trade and exchange:

1. The distribution of international monetary rservo:s will hbe
more distorted than in the pro-wmr period.

2. International liquidity will be norte difficult to accort to
national capital assets not only because of shortages in foreign
reservos, but also as a result of the inoreaso in internal liquidity
in all countrios.

5. The long-run shift in the rulativ, prices of finished goods and
priorry products, which has resulted in a steady worsening of the terms
of trado of countries dependent upon exports of agricultural and raw
commodities, papoars likely to persist.

4. Thu "chronic world shortage of dollars", duo partly to the height
of Anerioan tariff protection and rartly to the econorio stagnation in
the United States during the 1930's, but resting fundamentally upon the
fact tlin the rest of the world feels the need of American products in
grotcr value amounts than the United States requires foreign oomrmoditieas,
is likely to be accentuatod as a result of the changes during the war.

Considerrbla progross toward the reconstruction of fro,, stablo and multi-
latoral inthtrnational econonic relations vil havo beon ichicvcd if orobltrns
of war.r debts, including the costs of financinE relief rnd roooritructiocn, re
ovurcone by treating national vnr oxpenditures in bchaluf of Aliiu s direct
costs of war which do not give rise to internationrl obligpt§ons. I/ An

1/ Se Fifth oReport to Congress on Lnd-LQ c O!vert Lions (li sb tot, 1%§2),
pp. ~T-2.

attempt to collect reparations from the defeated eneir., which would further
complicate the problem of internationnl econo-iao adjstrent, i5 also unlikely
to be made on the basis of past expurience. Yet it should be rcrmmhorc4 thct
the disirtorration of the internationrl economic systoe! durinr tho interbulum
years oontinued to take placo at a rapid pacQ during th. dcoade of th, 1 0O0's,
aftrr ,>r debts end repariations ha.d passed from the intorntional score os
live iOOuCs.

Crucial Problems for International Stability

Thu inability of the world to cope with thi four factors of disequilibri-
um just listed prior to S6pturbAr 1, 1939, was fully evidenced by the gro4th
of bilateralisn, trade discriminition, foroign-uxe!vnge control, and oliaring

grrrements. The vwnr in its progruss to the sGuner of 1942 has acccntwuted the
potcntiil disruptiv, powrs of those factors in the posterir piriod.
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1. Thie frcts ting to the concentration of '*tary gold in the
UTnite States, the loss of British gold, foreign balances .nd foreign securi--
ties. tho accvrul-ticn of blocked sterling by Enpiro and other countries, etc.,
are too well 1e'mvn to require repetition. It may be noted, howvuvr, that the
Lcend-Lo so Act in tho United States and tho Canadiac provision for a. billion-
doll a gift to Britain, both initiatr d btcnuso of tre in:bility of the U'ited
iKingdom to financo its :orth 2Am¶ricsn purc,<ses out of incomi Do C, ,l 1,
hrv, h:lted British losses of foreign assots in th;si coltitrin.

2. Th- problin of intornational liquidi't, f milirlyv known b.i<r< Uho
war <s the "hot moneyb problen, has been effectively disposed of for the
neriod of the izr b" foreign-exchange control, If exchlange cortrol ,re to be
rerove& fter the r, howeover, the problem' must be dealt vdth. Ev V ap rt
from the question of confidence in currencies, hot riono- will hb troubirromo
,o us.. the nroportion of liquid to total assets has grown onormously" in

S/ e A. A. B3rle, Jr. and V. Pedorsuo, Liquid Claims to MNtional Wsrlth.
(iov York, 1934).

all countries. Currency in circuilatin, central bank deposits, cormmrcial
.nd sovings banlk d,,posits h-vo incraso d markedly, while physical capital

a.ssuts !hvo boon consumod for v.r purposes. At the same time, the distinction
bovr&oen. povcrmnct debt and c0S2hlS narrowed as govornzn ts have given
explicit s.nd tacit undcrtakings of stability of intorn,st r.tos during and

ftr th, var. S~vivLgs bonds in the United States can bt rodomed o60 days
aft.< isti t a.ny tir: without notioe, und sirilar specia'l securities have
bear solJ to the, public in .any countries. Ordinary goornnent bonds are so
vrdel" hold by the public, corporations, and banks that any reversal of the
c&ir monor ollicics pursued during the war would be likely to meet tith
,uxt~lsi4Vo nolitical opposition and endanger t!c stfcet cf imnportrant nctional
i: titutions. Cheacp money hns boon adopted as an irt'rtblu policy of finance
durino the' r&r wrhen canital is scarco; it would appser virtually inrossible
to dispense with after the tar %?hen the need for capit:al is reduced, the
dc.nrer of deflation thrertening, an a heavy load of v,.r-contr.cted debt must
be carried by gorvernments.

If money rertins cheap Jftor the trar, rov rni-ont dfbt i t/i, U-nos of the
public in i11 countries 2ll be convertibhl int c' th 'sit' - lo risk of loss
on ,nriAiniol. Thu increased liquidity, of rat> . ;sets -rill ccrvrtv. to the
problem of providing intornotionil liquidity. C it 1 liit -ll b( a
creator peril to a country's international monetary stabilite. If free
exchange markets ai rwintained, the ease of convertinr national a.ssetv into
cash il.l load to increased attoevts to distribute the risk of cnit 1 loss
interna-ionally.1

3. The trond in the tcrms of trade against primary products in favor of
industrial goods rav be expocted to continue after the vwar, unless further
steps are takem to correct it, bocause of th vwar-tims expansion in agri-
oultuiral and war :,torial opacity and the accelerated dOvolopmont of manu-
f.cturod substitutes for natural conoditis. 3/ That this trend has boon

//ievwus of Colin Cle.rk, Thu Econodces of 1900, ¼Onaonf, t£;), lMfcn %is
not <½ ,vfwil _blo at th,- T-c of ntnlng, nMrc.tc his view t¶t a now,
shift in t,; torns of trade in f.vor of prim..ry products will occur in the
ner :'atur.. Tlis pcsition does not nocoss rily conflict rith that
,xr~ssed boev, since Clark appar(ntly expects the stops ncocss tr' to
rcv¥rs, th, trend--the oxcansion of aeurch sing nnav-r Lnd productive
cp cit" inr tu cccrnomior ]v backc.,trd r n , an the further industrial-
iz± tion o:' 7rim r' )roducinrF countris--1-ill in fact bo th{n.



disturbing to the miai i nce of international trade oihbriu under an open
system cannot be doubted. The shrinikafo of markets in general ?ives monopo-
listic cdwntt gos to markets which rsmin Availab[L. By making full use of the

oewor of their bargaining position, 1rrg,;-sc, It inpnrting countri s c n require
the countries from whioh thoy buy to buy from thrm. Oncw involved in bilat.ral
oloering, imoreovor, prinary producinr countrt.sr Cr vulncrchle to tttonmts
further to reduce arricultural and raw material prices or to r isu qutt tiers
on industrial goods. The long-run shift in tho terms of trAde h1 s opened
opportunitios for ocvwrnmnunt intorvention on r discriminatory bhzsis in t}e
2ricing and distribution of goods in intornttionrsl trade.

The reasons unldorlyinw this movement in the terms of trade orn be 11 s-
tritor! by rofrrnco to agricultural products. The iiclusion of rnw :tlate, ils
com,,lict4tos tho cnalysis but does not greatly modify its conicluiorhs.

The terms of trade hive moved g-itinst agricultur1l Products and in fovor
,P industrial oortmoditios booausc of differences in the institutional orrtnizrt-
tion of production in the two fields on the one hbaxd, and in the ohar cetnr of
che derl:nd for theo on the other. The diftfrencos in the, orgainiz[ation of produc-
tion noed not be laborsted. In various quarters it is uroged that they be
n: rrovzsd by tioni .tnd intornstionafl aerusgo controls $Lnd intornational greoo-
mcnts to stocitpilo surpluses on the "ovor-norrm,.l gri; frvl principle ,s ftxr cs

-rricultur, is conterned, L/ or by the dostruction of monopolistic practices in

;j2 Stc L. A. Whuoclr, "Agrioulturl Surpluses in the Post-}k'r Vorld", Foreign
Af'firs, Volor; 20, No. 1 (October 1941), pp. 87-101.

industry. Th, f ot tlh t thu demand for agrioulturol products as a wholt is
rel tively inmlastic .nd the dmarrnd for industri:al products rA t~vc!r : stic,
horowever, presents a far loss trcotabl, problioem. As productive ctfici.~y
imnprcvus in griculturo, fotors of production must be A4i`ftcd out of >rz-
culture into rlnufxcturing or service industriw, boe us th- dcm.nd for agri-
cultural producto is Limited; as productive fficirency i'ortasos il ildu try,
on tho other lhard, an overall expansion in industrial outrtput as a rhol, i
possible. /

/ This discussjon omits oonsjduratioy ou n anoatir o tr-n, 'nt%<ti induc-
try and oth~r n tv, sourcY: oa dnmad oy Pri( ureI roduct2, t!h re! of
bettor nutritinn, and many othr relevant asrpcts oP th, probli n. It
should be pointed out, howover, that malnutrition, for vwhich more produration
of protective foods is noeded, ramies the coiling on total agric'iltural out-
put but does not vitiate Eagel's law. It is further significant for tho
world problnm thLt Enrol's iav door not apply riviro the standard of' 1 ivin:
hovers at or below the subsistonce level. In this area, 1&lthus's lt
applies instead.

The possblility of tohnuological unmmplov1mnt in agriculture calls into
questiont a fundamental assumption on vhich the case for i:tcrnational rpociel-
ization r,.stt. Greute.r officiency in agricultural production can raise th6
real income, of a countrv dependent upon cxports of thn griculttwal product
onlv ii labor fr;cd from th- land is able to migrate toroad, or, 'h,;r, migration
is improsiho for political reasons or for inability to aceumultct the capit.l
initi lly cllud for, ,whon industry is developed ithinr. th. country. This indus-
try nr,.d net It as efficient as 5ndustrv iabroad. The r(;al income of the country
-ll bt increase:d if at some level of costs, lbcr displaced from arriculturo
cr:n produce ndiustrial products previcusily imported to enable pr.it of the



procoeeds of an unchanged volume of exports to be spent n other ty-es of
imports.

If neither migration nor industrialization occurs, the toi:is of trade of'
the country experiencirng an incruase in productbv' ofifcitcry on agricuat ,ral
troducts will move against it, and the country will hay, madeo no ajTit from tho
'ncruasod output. ihe torrs of trade ray ovom move :o fv~ thr thi countrv
oxperioncos a not loss in rtal incore0 as a result co or or , in <i .fICtcy v
in the exporting Thdustrics.

The coilcpt of a chronic world shortgo cf dollars is t;r¾r too
coo'pl x for fulL aorlyins in a papor of this length. Tir t P. rhortago oxist:
is suoported by the fact that the bolance of payneyats of the iUnited Sttatos as
reoorded surpluses on currer.t account in all but two years since 191o; nd the
f ct tih.t th, mcrchandis, tr do b lance of the country has boon f vor:bl o, ch
yeor since the I rgo-sclo capital imaorts of the 1870's. The srmll balance of
pl3ynonts deficits in l36 and 1937 occurred during . pcriod of h,:evy inventory
cocumul tion .nd droui-ht.

The difficulties oncunteroed by forcignrors in obtaining adequate supplios
of dollars ar, "blmoed" on United States tariff policy, or on the ftot that
auriig the 1V30's, United States recovery lagged behind thmt of other countries
as oonmpared votk 19Q. Tihese cplanations fail to ,wke clear wily a new equi-
librium is not ost.blishud whln United Stots tariff barrinrs arc raised, after
simply a transitional shortage of dollars; and thoy foil to push the anrlysis
of hirher V. S. income and ensuing higher imports to the impact of those in
turn on the purchasos of foroign countries in the,, i. S.

At basis the oxp].anation for the chronic world shortago of doll]rs is to
be found in tht tochnical superiority of the United Stat. , in the production of
many goods necessary to ra high modern standard '-f l1vin!, r~d to the n-tur I
desire in other countries to raise roal incomes f:,tcr thain the r bsic condvtions
of their economic productivity justify. The United St tca has i:rge nd fP irly
balanced natur.l resources, relatival, :nodrn nd efficient crpitr.i equipmnnt, a
oonpviarr tively snail rppul.tion in relation to ntur 1 rusourotCs Wnd capital
oquipmint, but . Iargo domatic m lrkot for the oto, ut oP its o?,n n ss-prrduc-
tion industries. The United St:.tos o'n produco w v'ri et-" f producers' and
consumers' goods with a price and qua.lity %dvant .g; sn 'ro t r.s to bu almctst
bsoluto. The advvntLgos of othor countris over th Uniited St tes in thi

production of ~th.r industrial goods re roQltivwly nsrrow. Under thse c0 ndi-
ti ns, tht, law of c'imo r tivo advantage can ostublish equilibrium in internr -
ti:s 1 trade rnly with grout difficulty, espccially since, tchnwlogica.l [dv:nco
is bhin, uodv in the Unitod States and Kbrocad at a rapid pIcc.

The fact th-t othir countries vwnt t. incrcatw their stmndard of living
f ,ster th-n Lhe facts of their occnormic productivity justify can be oxprossod
in th, statnm~nt that the demand of the rest of tho world for American mt nufac-
turod nroduct _/ is highly elastic with recpect to inceme and price, wl'eroas

The f-roipn demand for Amnorican primary products is, of couroe, subject to
th. ilfluoncsc of the l0nr-torm shift in the term:; ?of trade, as vicl as to
the economic forces in the United States, which have lately assumed
political forms, tending to bring about equalization of incomes. Co½.pare
the shrinkapo of American foreign markets for lard, wheat, cotton, tobacco,
fruit (other than citrus), etc.
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the United States demand for foreign prodiicts is realtively i'_lastic. 7/

That the American market can be sold by mod -n methods is illustrated by
the success of Czechoslovakia in developing outlets in this country for
sales of pottery, glass, shoes, gloves and oth-r loathir goods, during
the interbollum years. The "Cdrporacion para Promotion dcl Intrcamibrio",
organized by Axerican exporting interest in Bunos Aires to promote thl
sale of Argentino products in the United States, was apparntly achieving
considerable success in 1941, until shipping difficulties curtaioled its
operations.

The American deoand for raw naterials is, of course, derived. Thu
influnce of this fact on the course of imports is so strong that the
volume of total imports fluctuates closely with th, physical volum, of
industrial output in the United Status, as moasured by Uhe Fedoral
tusorv,. index. This relationship is so marked, noreovor, that no
distortion in tb< correspondence appoars to have resulted from thu
inposition cf thi Smoot-Hawioy Tariff Act of 1930 or thu tariff reduc-
tions undr the Trado Agrononts Act of 1934.

It can be demonstrated that disequilibrium in trade roltitionships will be
brought about if national money incoms increase by a similar percentage in
two countries one of which has an inelastic dmiand for the Foods of the oth r,
while the demand of the latter for the goods of thu formr is elastic. If
the ratios of exports to national incons in the two countries also differ,
further disturbances result.

Assun. Country A with a low marginal pronponsity to import (lo;
elasticilty of demand for imports ,ith respect to imcorw), a<r countrr 3
with a high marginal propensity, trading axolusivel y with on- another. From
a position of Equilibrium in trade, an autonomous ris, 4n nati o"-a moilv
income of an equal percentage in r lLttion to th, iDro-oxisting Icvul, Occurs
in oach country. A's imports from B vwll rise somewhat, but 3's imports
from A will rise considerably. National inconme in A will rcoiv, a further
stimulus from the favorable balance of trade; national income in B will tend
to decline from the ne.T level. If a nev trade equilibrium is to be
established (assuming no change in the exchange rate, demand schedules or
other conditions of trade) national income must rise still higher in A,
decline in B or both. If the original increase in national money income
iras sought in both countries, say, in order to eliminate a certain nmount
of unemployment, and a strenuous attempt is made to maintain it, the
equilibrium of the trade position cannot be restored.



When A has a low narginr.l propensity to import end is oinl slilitly
dependent upon export trade, anid B high marginal propensity to inpott and is
he:avily dependent on exports, adjustment becomes much more difficult. :uu
tutomonous rise in the nationa1 incomes in A produces a smrt incre se in impor
from B. The rise in B's exports, however, results in rn inore se in incomes in
B, most of -tioh in turn is spent for imports from A. This rise in imports may
be l1crger than tie increase in exports which prompted it, with the result tht
the origiral stimulus to the favorable balance of trade in S eventu 1li produce
an unfavorable balvnoe. The maintenance of trade equilibriunm in r wvorld ¥ere
these conditions obtain is a. dQf ctlt tas.

It mcI be su -e;sted that the United States has a comp ratjivoly loW
pnropensity Lo import and a low rttio of exports to rctionnl itoome, 'ihoreI s the
rest of the world has a relatively ily3i elasticity of dem roY for United States
cxpnorts of m-nufacturcd ~oods and a relaiivoly hish ratio of exports to income.
If this be true, and if tMi foruo i nalysis be ,!i cble to the ponst- r
situation, :dditio -, dollars imade ,vailablo to forei?]nrrs by incrt-asd United
States imroarts r y 1l2d to a Srster increose in orn xpenditurts for
nainrican products, ic-vinw th> world still short of dollsrs. This is not to
g~insa- the desir-bility of lower .tomrico?- tariffs, sincs the shortago would
still occur at hither levels of real inCOmie. It simply underlinos the con-
clusion that - reduction of the Anmrican tariff is not of jtsolf an udaqu ite
solution for the world-shortage of dollars and that the Earnest admonitions of
thei rost of the world to the United States thaL it "live like c-rditor
nation" fail to comi to Grips with th furdarrnmtals of the problem.

Ihree Unorthodox Solutions

The typs of solutions Lppropriate to the problem of estatlisi i: and
maint rinir a free system of international trade and exchange after the vr
may be illustrated by the analysis of thr; recently advanced proposals;
(1) The Fis plan, (2) "The Twentieth Century Economic Systm," anrd (3) "Pool
Cloaring".j

See Herbert Fois, "R storing TradQ after the War", Forcign Affairs, Vol. 20,
eo. 2 (Jtnuiary 1942), pp. 282-292, land nonymious, A Twentieth Ceentur_

Economio System, piaphlet (London 1941). Thie third proposal !+s be>'t put
forward in an unpublished, privately circulated memorandum, and provides
for a system called "pool olearing". It is perhaps unfair to an i';ze pool
clearinz, !ao the reader is unable to test the validity of the analysis
against the text of the proposal. The reason fot so doing, however, is that
the proposal in question is the nmost able presentation of the basic idea
comnrol to the 'kreo schermes.

n earlier variant of essentially the samo id>> is r4dvncad by Ldrard
Ililhaud, A Cold Truce (London 1933), Chapter VII is prticularly :orth
examination as anattempt to answer all possibl; objoctions to the plan.



TB· s:% rl t! wrio itilos of on ssenti.ll y similar itoa, to use iu t flseti% 1l
ril~ !S~ f- sutsti.hit< for or comllG1dva tn Kr cporn exahcdlas in.rk)t.

FilS' Pl!x, ftich h doscribas -.s c sgSost~w for a k'Trad Stabiliz tiion

;unvv or Bou 't", c-1!s for the Unitsd Stat tC .'r tflrt or four million
d!akrs vz1tjble to for ili Rations s a LAnintn a %tm!l bidget Psi pyrL2 vs to

th Unirbdd 3trat> for gots, servics, or d3bts. This sat ,oull b< li cactd
rsOn, !:.irUvs ' orJi n tiors by negoti-ti n. For.oiAn countrics rsinr w"ins
tho -inimum credi : ssinCd to thom. tnruld credit Lho United States <itlh n
cqP~¥al tf a. ount of their ymL currencis, cflVudtcd at rr.rtcd rt,.s x
or of >tlic f§- i% crrronis as agrosd uorn. Thos, credits in tuv- tvrLt be

drtx.tn upon s 4ne Uritod States zspnt dol:rs -- vt.ich world bh( -iC ic > t tho
authorit, hI l Ot; th plaIn -- for foroitu gods <id snrvic s. if bt.Ivnee of
<-Alt-~as ov .iti co ortrsr £of foroim currtni Ls crhdited t t Uied
St taa, , -re lift lsnant at zh, en'& of a scificd p-rind of tiemn -- Jo,
7'dLL:,Iq Sn';0 .rLa -- nthe unsnp sus vo<Id ho calocl~o, Ais tfh, t

lnd1 v ol 4 d, it wcul, be expected that all co:iLtriz would cr dit ii o r
ccl;tri: s ',it :,i>rtL budldctts of 1:¢cJl curt heI y at th bogiii. ±' f IL trde

,-- t v'rL> t r~t< of iLx : n:ir tltorabi L by :gPotiti -. Fi2s is
ticioat . 1 *riv- Prrs for fjrodig- x5''n~:c, 2ro, of gov'rirtit o ,tr '

would try',p slof tlhe ti rincs o£ th a mirnimul bud,-ts, to pr i-i< adit
of i; L nr <t; 1 pn fnor pCnita! mov~rxists, tr.do ixocxt f14

ihe. pi'n ~ut!i'!d 't .. .. Li ith Coiitur5 ' Ec,,nnmio System, crdorsld by the

Lo:tte: Ghwutb'r o: C0nmzroa-~r-c/a, oz 1AT os iUl7se .b t t chini ry. It strts

j- Sea-- aer 4 rtt:G -- - -- -- - ·--- < t (L tit:
Se2 ae Rn't l~ Gon:,ral iPritcipl s )f r, ast 'Yfar eo,- p<, uph] (LIw!

with, - i teIn = Aial c, vntir n, i wvhich th nrt!oipc;tio^nn cuntrius rgr- on

I aortas of cxcv. c;e rrtos* Exportcrs arx: foreign-currnicy billes 4ilSnt

froi~%n pvrclvs:rs, disroIuvtini s Urs bills fLr loclt fuids 'with thi r
resrective atirnl xc1hanrr-ontr lathorities, which debit the imwortin;
cer'tr'y. ThnImptors make pasmant fr purchases from abroad in local ourlelicy
to ½heir resptectivs echange xauthoritias, whith credit the exporting oourniry.
The exchn' control lf a cowitrv IiL a surplu« 0. exxrLtrts over tTpvrts

vie-a-vie ano;: ,r c)ountr- builds up a claitm on that countr' whicch can: f
reduced .onl - by irmn:rtino further amountcs > i.s frpoos. *Otherwis the lelct;eIr
is entitled t4 canrel ther or!dit after stvou yoars.

Th, ,.uthor st-tes that multiiatoral trae! could to providod ]y thh . rvadtion
of an IvternavLeri Exohisna- hicre bloltd credits in na countr t cIuld be
c.7r:0icd -0 ,! debits in anotiher at th ornvetional 1tes. ilt it; *ELn }sd,

;,oevcr, t; noldiut' xli credits and debits 'with tht I ntornationni ao]. u.
le Coetidrs it iv': rtant that ounttries ~firiv unc¢nceiud or-c¢}it$ ;'cosniz in

evhioh countyi s th-,s h-ave arisen, in order that ichy can "take steps t: ro<r

thee; CcrL Kit tJ b- t, 4 n, mori impzrrts >' restricting oaxp-rts t- hrnm".

Tr thirtd npropsal that for "Pod Cltxrid'", is sini!cr to t T l tioth
CO Žntury Eceroniuic 3ystm pnlii but is shorn of its strnrlv bijl.t r1 tentnciOes
a:t , ':it'hut specific provisi-i, for thm cance'lAticn of unused surpiusos. Each
country cstabtlishis a national cioarinC fund, and togethcr all countri s estab-
lish an International Clearirun Offic.. Exporters obtin paynmont by drawing,
bills or. ia -,rt-rs ibroad :nd discountinr. ths, bills at the nati nai Clearing



n. To iaLler v' o:yportorby borowr"" locK'n] from the

GOltrIl 1,22* and reqistors a clais with thc international office. LiLortOits
Ptay their n ti.on.n funds for fc siri llercliar.idse. In this $se thle natioilil
fund reu--s !o:.ns to the central b an': nid its credit at tha internmational
cl tirn offioc is oanceled.. The intrnational of£ice roards net caims from
all rot cxnartins countries s olisot by balsnics accsulctzd in net inportin'
oountri ?s a hAole, without iduntiyinj particular cliires 5:ith ballncs is

p~~rt u r Iooiunltrios Tha ptrsistant %cctL~tl.tion of 'ioficits by country

.ill roqi r, (a) to fundin; of deficits into loans or oxcnt1e doprci .tonr,
in th- onr of counts-is the trada of ;tic, is only tcthniac 11y out oA bianca;
()/ enforcad dpreciation or oxolusion fromn the s"st, oin th;e part of countries
continuin to innort but uni-illin to export; or (c) no action at all, i.e.,
the continuous ,camutnntion of baisnc-s in tho case of coultrie$ rady able
to soll abro %4, but from ttioh the world is uni'liin to buy. Surplus

oountri. rutn somn risk of loss Lhrt, dprooit tio o th cliims th, hI-7;
amass d ist d1iuit oonurtriys. It i' felt tth t' a C;- v o to
incra,~sa tair imports from tli> world *< - 'tolo (not the deficit coul t!is

OflO), ~in order to >eum do- cumuulativ~ -r.d rnfl:awebl surpluses ,oio
rcapr s.nv barln. inv.tm-Its fd run thc risk of los°.

i> Os trierwf spv:cri-s fi il to do justic lo thet;'ill nflus rut fOrirrd,
bit rn 'r indioati thoir broad ov'tlinesz I aTnr 1i, tll& V-,ss are ro dosqnd
to relievo co,:nbris- w!ith chronic deficits in thbir b ir's of ' rts on
currant ,oco.m r irtem on solo nrcass5 t- to 'ndeortao .diuuetn:Žnts, nd toI, shift
the bulk of t burd ~ to surntu· oountriis. *Th Tvtntitth Century Svpotia is
fra.l:] vbA l ,a thr ' P is '-n Uri-s to lid itself of <viroilt bili tar .1
f ,tui <s by i >vin% room for th? nTootiotion of ballano trrnsfors; "Pool
CI,,arinr' i.m s a v: iant attempt to avoid bilttrtlisn, / but it is not at tdl

/ Tto j cItious to ,n inttrntionfl systom of sottli: trade k1lt ,r:j]! arc
obDios :ils comopolling. In prosperous t s, ti, iitod Stit.rEs uys ,200
m, ilion oi tin :and rubber iron British -laya aid clls t% t country s0lo

,22 millio: of Pnerican <oods. To forc:. a bilat.ral Lalance would i:volvi; a
reustio in kt:rio I tin tnd ruhlkr irrmorts orr ii itncroas iin Iao cn i1ii-

<)Irt fro> t!. United Stats, LuI I:Alttr i•! di fSc oi at h.p. gor :v it -
,!'>'vP Yti' :rla. · Indios, J·.< , J 1 Urh'ps thI tni kd Ki m!drm.

rijd~ r , 7 t ti: ,o .tt v:rytrots wculd Izeotiv th.
4x Stirt] i ), oI thr Blritish -! , y}o~v sc' iu-s. lt t' 1- Id I$.:t}s,

% Lc roqiro pvurnm.-ric disorttir ;f tr.- ia <lss it w *L S

I ;ctl't'<I >iOiL, -12 i illt suirhlus

is ra., ui to i:jto r -ist tha i1t t· li cid

$ ) - i Ft tfOh- t i, 0riis x $

5! ,he ,tr ~ifi, :z r, 'r, b

tryi s i riravm t b.s (if;F {Ist.:tl% . t!irs

1 rn.: dl:fjiits at ~i Int .r.v tic< G;t ni._x iffis, it is hr d t s

t% '.d iu? z.t D: Lh n rt of th.. crplus 't::r;i>s {1>1i «AK
Oil ' bil1 torv! br~sis.
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th", tr'd; s:bii ?.tiou fuiid, Out these trau3aactions have to be ozsumnmd to
nsue. =CieViolo lot innolude dn.ls wiio¾h bhlmr inside, s', iorts on the

parit of a oovulvr'y vich has credits rbroad to be used up. The Twventieth
Century Systemn s lot o'op;sed to tr"de 'Kjustmients in thi form of export
rostrictions by surplus comunties: the eie proposal, put forWard to assure
or> 1tries o b ort mii, and "Pool Clsari" srs evidently aversn [ , this

nmetho of alwtztnent.

To <-t laok to Lh, fou: factors of disequiiiriwu

1. J A] t< oe proposals -videontl fill tho iricdlate e:v! of countrics
'ic, will l e ]fit after the var vwitdouc ,dequate ou-trty re"srves. Io f ny of
thom oo <optiod, rn natinr iced retain its controls over trsdo tr;nsactions
fir fear of !Polnc 'able to na Vr for imoits or or or to ~con:stiLut- a
Tooy talr ! raS<rc or aspropriate size.

*1 :- tSt C ntury Syst-in a! ] "toit "o- l'I,-
of lŽtr :at or I liqtility by prnvi 'inr fo xchv*o cOnotrnl nich pr lntaal
far iis 3: but offi jia cwaitl ovount s ,iv ch art. 1io i< t fiuni sulrius,
an dlfi, ts iv >1.t..no of par' <fts. Prov sion rndcr "n' rft oo. !:, L
o <rso, o no .or ,sro i titr u ado In iIovolits. Tho 7ois p1 u ur{its
to all10- for frlo ·i frc<socs 1 5o i tYI "l»t;-oy s'tatli-

tiod ;T . vt-t. tinis cro, ni I it is t a. low h ct1,ct:r ;i t i: -
nml:its Of e urt-bsr~ cLIiit'! mI- th.,- 3r.teit:}it. I t1 ' ssto~.ie C S}S

Ui.... < f ti t 1 -' -r mrct rv rs~srvos -il1 syrvo, t s.
c>1±f~rl >fe IS 1i 1, a t 10s t fir C p i. d4ficoits nili u[ o 'tin-
uoslu rv j tr, . , a movere -t of the o-oaohrng r- tg lay o9

tntio ~t .1 a~t last tradcr po,1 ol ŽrlrnS, a:iotlh talJ rovi¼ stimulus fAr
7 nr~h~hi'Tl3 S'cv' <~t~i * Under ~- ' s-,i$, tat .xch: aStm ,tr31 notoS. .rx

t) o~ Wt sNst,- at all -- uld probabl- bl ussed to pruvont st.)rt-ttrln
o·~ital nic > m2ts mnie ' toooUiL.

.7. p 4. r tLc. %,s px::tssva!s e ! sIrt o£ nr~ v ii< .:i :doouat, !:sit

iftr t3 rc'x-stru-ti h t*LritcI 15

C·SS .0 ~o,2r<Ir--' , a 2 4

priz<Ue , 1O¢[%Ci c'i :,racfi ' !L ,n : i! J srt'- of dsltl rs.i L

-pr< ls1 rl c . : t;n , c 's 2.r.t -

itr :s ir'LsLvs by our9lus oi brl xci I tilot s1 ' i>..5

lfl I txt. 17 s*li -nt2S c uz. - , C; Z; A
dfi"it c5f21 Li' I-ts, OX 'xci ay~r.'¢iati1 v th D{.i }f SpIit .,4 .r rtl a;
4d) t.c,:vJ : 3-Sx!f u'ns ttiAd b1tl ncs intC giftls PriLt sutplus tv d.fic

o .oitri ;r.. Thu fPcLie : -ii : ii. sn [ tri.t :ry7 b tstod

IT, bt u- fc tr t h 1 :th.. v· rirv:s autha-rs d- n'tt X1 ic ltl; rly 2
Oxnaf.Si5 'U )i c3 ttrtctl P L V - p-wat y .

r-,:"uii- t- -," hi :v «t--ti. thra; rr 3szsls r> invr lvo seuch-> c
Ti tt'.> th. silaw ,st ~)x t;1!, 1/:ld· v p:2.1 ' , -F,.fr!llus o-'rrit
borri;ws ir ti*.. cs:xrr-l u'B,'vl.Smt tirucb1" *<l.rvos r tJ [ ! inc it; Old

-pns-/d th} ciredit base; th dcfiftt oeuitrv ])ui]]ds; -IA idi L! ':c Ct tho

nontrcl boiLv'",hiah oxtrot^i'm ,nJ :is 1 3rctvy :i1 th 3rodit tls.
T be sur , furtltr ¢ ,ntrml blanl -'-)n -i :mr-, a"rt.i 23s 0,ld ,Csl t so ,

ar~~~lct... j't' tc• %. v,r" >f acts.
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- ~ ,R.t b'%i bri ., r.

T} rvl ' it<rIas.d 1Tt))ts bv ' :uytri Lt ty tts
slifft Vi' L £ 'is td j" Lli4ntir-r-P1ri< i furl! ithe

l1'! q ruc siout L h'hr sL andzrds .i luntrv'<t ns 'v :tvot or s -

p rti n ,i )iustril! f ,ds tf p: Iry > , Uh s!rt r I-,
onr4 Pi,:i s ~ >,'M.A hidiistt 1 cuitr with subt. ti-i r surc d

~d l i_~o'1' "i n mr r rduclt r, rry !- j it b' s!iftilA, r s )iiuros fr>,,
t; 1tur il huso y, i ?zxting :, r ,rivl <tr 1 )rV luots »r J, cri-i.

I iLS h st' c , it l/ ti . 1tr friu griculur,< tL irustr' oo is

,lili tii surflus c untr' r tir bht n fro, mi i dAficit t) th: surpltns c'w try.

I hi;] i-i1 } :uAtri tizod , .untrios Ixko tho lUnitAd S. t s, ]-i< voi, . si?

f l'bir r - g;ia±ricuitui° ti) ,duitrv is >i >dy t.VŽ , o1 t .diust fPr thi
t1t~ ,, 3 ~ cA Aionoy 2 4,sL H 'r?,ouitutl.. It h s n pitJdc ii , J 2,o

tU,. f ..1 S u t, Jbsorb .11 thtles i 1 br frloo fron rrjl Lu1u; it

is iii ]I t s> 'w it ol4d b. spoodild up, N v'l; of th Jc i

1arz i-r s u 1i rir ti onll 0rivttu aoc'11 -- l acI 4f cI.it;:, id c4b.sns

of ]>litic&, qn½ Ihstitutional Iriotionso 1: i:nduoemnnt to a more tiorou.h-
.g sh ft nravided 1 !)4 the pilinir up of current oo',unt surluses %ciler. soy,

too "Pool - ' ri-" schemer, woual IaVO lIttle ,eff•ooD Z n vw of the ao stlc

If a c :tlr · tiae Yo, ted r n.odo to to >clmuluto surpluses under

toe ilol oJer sir " So>..Sv, L~rs ;oit] lo 1 st o iIi > ie I o JCtroasO

a-rioultuIxal ifAorts. Tih si of E '1s lai i ths ioTv;-rAr In>; S it
i is ib for oS> SCo icis o so]v) tk. nro!lem of clequ as tlnas of trade

l] s'u:11Iss accu, tll tod l,, tle, United St-<uo unvscdt tho Io 1 1>' r FRg
$0, jim l d. 4to increasead i:mpocrts "< tc IUpnited Sit ci 'f .ich 11i b suo < nt

toA oon c4tOO l, Ct ll. IfOr'l snortcgo Dio c ]P' ,. 7 :. s ol u-c [1].<' ('>iJ' r
La 1; I vc nu :' sts ti- t iL will not. 1; -or

fin: shod otIs t a.y 1 ' rod o,
hJIi Tr 1v-?so vroiuIctil,, tt'.t A, ,'mor!t racy sittlt ,Ll 1 rod.o4;s iSV

Ox L onl il, sunccds in rAovin, ,itr:. Of rrodiitAl, f:].v+ 4< ;nft'll4 in ' ct-

coT Ut! into !'a 'Svr'. Pthh jivs natr :[ r irt ! !i1I r is4 mos'< r i ncoms

>rof I, ld <L i ,rdtcucio, c s 2 tieo aZl-, fo ' 2,Asni' p±< rodue ts it <(03s of
ii' or', "i.... ItnsticUaLI'.U)0X~3. // ..... lrt.sO ' P dollrs

'-vt for. 171 0 .tv.:Lt iv ,ro,,uvits to I. L -> b-.t-i; lno <olt i s
J.110 lI clrtrtv rie :. d~rcn, - of 41S sw,. .r of 1TOS r-izA )-crld

1-or8 Ao.r s h, rit:" wxt'3 crops of } iSla1s .lz

cni1o1r·1ouis ;XT) st stur',l oi dunn, fLil 1'36-S7 : ,usn; Von -if
the proc~o doi- :x ky 0 ff delt. Aftr , I,,rm M0l<f

msl.3 r", Imrts toll"od thr ris ! ircon, 'd ' t -

i ~f o,' Il i rtS i C. j. rnj] o h' to ?)Iiofntr 1, r, 3'{· t

}t , 'or r rhf il] iF ii'; i r tl,3 at t1t
clor ~ i ]1i. Sr · Di 7 48J } S3is

vr uld relb,.· ht, sldt' l ivls of rtit ] : outmais , thr .ughu iL old,

'IV'1 h;L Un nit d StI;'.s wiuld in o ItIilu up srplahsDT u

T, 1'it' TcR:umul ld by th:- U¥nitd St :t :luvrin L t] 20 y r; i 'ri- r to the
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w s, nlt? or --is,: t:;r r: i : tl t 'p snt

$i s . r io-,izm d s s such I , <itt-l byl itr . str t -0 ¥0.ud vijl

'tc- ILC t'il U K''O. {l~ t' s)r nu"I ;t iivJ rts. Tn - ev

doub:,t-d }t ii.% " so imports ro,,l orpvsL for ion:; C} '*o}! ;Pta of

b) The Ldiustni<rt of 4 trd tirrotu; - 2t.~ rtC.j"%iS in exports 1}2 strtits
co<~yr.c h.s LIrr:: beon shovn to ',1 s.ioit of the dosires of t>L. '<

of two of thv 'ropos'iIs imdcr orsotidcr2hion. To limit }xomrts oz iO u ir l

prloSut Ls t:o:1 Iu r-V :ro0du1n: co'rtiri<s ci], of cours_,, v;id % £t r
trU.-A bt4-; >, r'it Jrr .nd irdustritl co -no>ii s . T':r:n , s-suir .
rolve U' P' r .l. . ½ 5d by tIi: v'orld cLronic 5lort';§ o0 doll ·.s, si c t}

,Ci::nfrd f 0 411 i s in ofQicCt insis-:t% !xIrsi<(1 o{f <h e<mood rP dd

for _n¥, ari;l rc'*2S. mn rsdUCo fit> 'moult of ~os vsXiit, "! ic4:l %h:
DrlIl A. t hirhiy irs tisfzc-or·t

o) ThQ mthvr of til Pitt fri' "faPol 3 r+i' vs . titt, K X-

c llef , '> , il scrtu ! ; .i rts ' rjs:I t f1

for i.ollo6 tlI> tot7 1 f'Oi 'c. i t" codr Ztr't s htv'{rto io -" l'-

tr- dol". 7."1, _ I_ i _ift i i - cbs t -> t ,r t-o It t'xv" 3071 'LL7Z: l-

cxc>, ~t fla-'O "I lctu U I < dc n a t 1 c of tr; d oositJ. >2 in

e th~ no% tn;; rc'Ac t on oiio:La * il

o s:~; L5 ,nc~urtr, d 3n Litk:. 7oss-'-.r 11wria nM y bC inao. h ,ssts a Lt
coIItintrv !s last ta"re assIts * th rt 5z I

00>2 :. 1 pr'}. ,rt1I- , its ilon itSm Cy ft dMC; X i' r:t% l ,S iV.to % l ; t}

Us .taa Lrd of living, -. iv ! foot to imr.C triih ni i- Iid

j:rie ¶ ir, r:Lx)lst%'ct!*i) tlci 'h c, it n 5:'r:; urfohf w<blC Li nsii ' I:

aartxrr-r' As, U: 4.nm id f.o its Žrodicts bsin:- ratliv1 iosti ':12i
tvOCcot i .!d pn ;f its xn 1 ts . m ?iu otuvCd of if >rt ri.w

r1 r ]t.IS I S dos.> d £r othr inrorts is li ti sioc- th:sa coasS 4
fdistuffs i r K io tin Uindor ti1s.. Giti,-'

Iro,2 S; IL ' <-,l vv.luu < ia')'rts c-r <P f X's currsnty. If, lh
143<> w-t .r-, ri ti"d t, }it ' st f) livirl , the:p.io

1>- ths- t <tU tloi <"f stxprSs i nt ur t ll*Undor t'-z, <tac At, _

-i'?lclrcl;unt rno,, ' 1 ,i n Is f v ry cI z d cA

SSoo, Go £ra' Crnth r1' discussi '1 { :f r1 Js a psrvr-wr .2 d41-
lirs L'l "I'4lj-hnriian Pi tial s", i reim Affiass, Vol. 20, 1©. 1, p. 11:

"Ii th Lorv o t? fre ,{ % -cs A 'i, tit of Lids s ; r would

be corr::,tod T Iv - depr oi iton of tin [Lwld, 4 itoih aould oih tpfC British
gsa <S 2clriC. '~0 'att; T' : IiOC)>S c]v'<l [i in tI r 'r1 ' PBut

in t~i pariou!:r csc it is q i csi t ½i :tIoir tho r!,lo0 would ,ork.
.ritisi -C[ s I - not, i, rfi so i 1 cr5 c i 2iai .c o.. On ,tthor
h~nd, mmn'; tt t'r;.Co's cxozorts :o ttki storling 'ro:, }frticultXrl Liih
autoo iaois avd :. chirycr I r; virtual n cssitlos for th' -J -':totnooC of



jndsir- d trl#, It ...'ou]cd bo r ¢ go o fr t3 2 .t tl rj is
n-L", I (Loch bL;- I i3tw,,~Lin ti~l T-011old t!L ;P -

thi oC ,uuits in 11 m, at r o Cu. tIt it w-vui'1 h v,- ; b f vor, sc v r2

d,, p, c-;I,.i ch -uild h rdl:; b, w xio . in iir csurnry."

ExoW~v - -pr ~ittiot, Cn ok t o Lhr h ·, ar' trlI a tA Ltd n rl p by

d.f£-1 i> s- 4h-.t tho xnpr<si ioT o• ic .rrc<, do s A st
i'or sr- it i-L <s n,,r r.striot Qx]?orti. This is stronqIL sQ , it. - thc

;-xp01r22o unitrd Statis vlil n hl pox'Ld st rlinf: L1A from 4.BG ia 1931
to ,3.1 in 1S2, :vci LIouh ti dafl tir i-, LhI Urited StL-ttos iid not
oftri I to so1-1 a, V1 r nly in stIrlii?] dc;pr cit.tionr. D* fl'liroI kcpnt up ith

lt nc -c LU o tl the dllr, so tha t Lih,, our-nt account bol.no cLiti uoId

avora¥rU- l lt i: th jh5tLst vius of t doll :r.

Elic'n 3 fiusTuarti-ns 'ill dutiL -ss -orr -ot b%1 i,-of-n- yt' to

rifif-loit!i S i% t2i usual - so, but th4y 6> so, lii;: r-c uItiot* i: xports by
thie surplus eovrttries, by frustri tinu thie Lo:inici fortes vSioh rfko ftr
i sloaqll brirXt. I: the. c$se of <ouln-ries it: trxdo erfiits resultir r from a

worse iiL I in -h trns of trade, oxchncdoprcoi tiv is likeily to rl-io
th1i p)si li)i bI asurir CI- t> t tlh t.itr - s los irrltS 1 .
or 1 ! vi. ry' 02 (,xbfrtS. Such dlmr c 1 surulV '-

i1 t'l l ; vL[ be Csi l 1 J, I i ivor-ill realu il 1 i firol
thI rl.ose a'lrs to IxnOrt psod'z, i. I* i r - so, hqr?¥ro

t]It it -t ` o, d i3t 'a-y ? rtox>L, Il distiti 'luti)o of trc f l;o} s of
prlt'.O%-,' h e 1 i or 7 , ino tri I ' iio ?j e 1i I l t I l SrowJi2
dis dvw rnt';L t± 1. 4 xprtint- 1rls.

d) ' ch p nce tin: v eist] ti¢{b ]2 t+s ! r i l// 3 11 I dC ~~P
s trod 6istur~r cos L h '~iv- tin. ft tr --' t dis oll-KhriI. If %} ur tt

defi its fort r '1SInt ijrjI nrt of C nit,,1 6 is, Iilch wll II 'IL - s thI
',rv':' du. tLLt If t4Th m:foiat cilnitr] s .''r)Vrlt:: ii%% th ir fl oii- by

Lc 4 r i -Ii< I2 I;i , -ru::<sitmtioi r''.V. *quilibr]it. I:., :i £t r1r by id,

prroottivity /I {,i ls af f %1. a- n] L -· ] <iU -it]

i3 s '12: ;i~c ', L s;: pirt:a : s> 1':,q - th spit. is i t1
":r ft -

r, i 4 lS ] '-- t ' !C] -l, f i t v-is o3 tradA to to ,v
s rmin ry p cts in, 1 a f i- 1Piisr I, f rs if rodut Lr.i; Iust lit

shdft~l2 <{rii t!i>r 1 :d r>2 K t ri-l 1 ,dil 4t i'laustry. TI tiia
cxi>'l 1 i 4hlt h i: saiL tA) <tO 3 ifts bri J t{143 4.!>, :Yp13 s ,u/

·vliih is or sut l1 1 II r1 i s 1 ri: t1 ½4, t') 0 il ;
~surIL lvplo l :sis situ ti . iut p t sp-ts iT his t

1 r x lV tZ iruvidc & wq-a ;Il'tio i InL £h> I ' rI, XI

u- uid n (U) -. o. il :r- t/ dof iit (1 ,:) in th 2ri!ltur 1 ;r tLry is
tutiiizod t' fir>:--, a ) amsi', industri liz fish, %h 4 o,;,4 1 ti IL th d:fiiit

SIr? wuz ] i; I r;m ft in tih situ 4i< . If di.ficiis n t4. rt If tho
pi N .ry-nr daI S o r s rI s £rs .xg .'ituir s iPAr

r~ >- a, C1!,C W rdill c/ Li U. ; ;ry il tho
FuCnr

Si-> r3 -i i pli is t It prel :e or> t -l h} , r

f d~71 ra, (f IidrS .rs i o<-v' i-tl. t [i[ r' st 'f <h v'rld L, i: I

curlls Lb ]I r ottLr , i I i7 , t dill %rt : IOt
·u} l -s C. I" 3i S'L L t} 7I!} I{! in
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abroadj c coliation of Unite]i Sttos trade <nrupl-5 "iii] tor(l to correct

ft-udiv'eita! L ise' ti ile intet Xat'o enl trn e position.

it is Pn1lii 1lz ficnlt £:o justif-y ifts fro. surrius t} deficit ooun-
tr > cr1 a " ati ir n i tsa ?. iirgods I > ilycrnasI In iub lic debt in the Unrated

StiLns t> fi cane kore efftctiru resistisoc £! ti Axis n - solnAx:so
>i-let s2,d r< of ! iviv: for Uritod i'a5os is donrnod appronai"ttf i tins

of *nr on the o-io 1o ofeul of equalitt oi sxcrifics in thi .t in at . tuall

so erL . I! in e tiine, ithe wt~ vIri. Thoi i n 'I. strrdirl of livi'
rin Ui Stitts, it is doubtful r6iet ,:r use of public l fu.dr t

niicr m c inmton i broad Ivtutl bi sunot Vl~ oxcpt in
caos$ of cnspc- r'j I ted. It wiolld alj o bc politically Iifficult to justifi
H]I% o f 0tit-.1 oqripmrntt ibrord. C pit- 1 cqipm:int is prod iCti\o 0 d
ca-In cm it- if it ·' poritioni of th. ]cro sod output it «il:> oiz mi--.
If : LUiteo SttL< s is not rskdt to recsits .4(ddd imports 'hr:n rFop, ?oont

i: oi1,rcd, 't fri<Os ropryd o· toriwt .

ritain in t, in t th c nturn 1ld a "chviic 1 sptlrLoret i. thi
prodnctiv r of industrial proctucts, -nd 1ni .iboi on 1 r~ s 1. to

~fir n< thi s ,ad 2 hodustr' atbrd *. If ]ritain h d stopped 1tndin, for
any rasso!, wrhile it rctaincd its mar, in of suporiority, there ?ould have
beern a rorld slnortitro of st:rsrii< and a rploa for renowod lon"s rather than
for Trritaln to restri it its exports or to "act as a oraditor nation". Britain

~co~tiir ~~ ilc u :r rs for reinvostaonit until Torid ] r I and hos
atoed as a croditor *ation as far as thv ;-ole balanoe of imtronts on
current -coCrili-L is concorrld, o,ly since 1 FL. For Dritain to hvo -ivon
away thl advartatoi- of its superior nroduotivily during tho ninatosn LB cen1tury
would ha-ve hboon nthinkablo at that tzc.

To sum up: The thre proics:tis put ior-tard cannnt te oxnpootd to solve
tho deon-seated cistTrbanc-s in international trade ani exntras? 1hrou'h
voluntary increases in imports by the creditor countrios, by reduced exports
of suce oountri s or by oxcldonto-rate adjustmonts. ITo the extont that those
proosals at basis resolve theusilvez into ifts for', surplus to deficit
countrios, t'nhc v, or mni' not; heln to correct the disturbcnoes. Tlh
rononois In ay thorfafre be takron as inadcquvts to i,nt the basic nod< of

t'o post-war r-riod
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Orthodox Protnsals

Can intrnuticna! montarF stabilizsatioŽ tfen be ao 'ieved throuirh the

ncro orth-odox tichni ues of ,old purchasos t surplus countries, or lv ilo

for;matio-, )" surnlus and deficit orunlries dlike, of an invornatioloi1

sLabS iization fund? Ths system of sold purichaes which tih i'nitcd 3tates

rraotlced from Ae prassase of the Gold Riesazve ot of 1934 to the Len1-L, ae

ot, evidently f:ils to olea th:e first iurdile - t!e fact that most of ,h

couanti 0s 0l th, a;rld no lonor LossosS a'luatoe [old r$serv¥s. On t ; -cold

sco r', hot o.n:,, Is proponr.nts of old i :sist that coafidolce i. osr iniiis
tonutal ii otly throu-'.. basin- nat onal curronoies oi iold GI . /

Ci oJ journal coi torinrlm to a f nncis 1 :tdicnoc inteorested in .od r -Mr

os@'. T't Ulortl er. hlinor (iorot,), li:i, Financial Post of 'h.

saim- 0Ui, a , iF7n)inc a s (lon). -

This os-on is .tabc * A fr as ndopcy for thi; tann of trado to

movr · ,oinst rawv-mcttrial cro]dcin:-xi colun ri- s i .o S ,olndod, sold puichaso!s art

on tho -*?0]i iittrtl, oxcco t r ossi l in sot. %teas vhor'. th% tattrnativto

>Vp]~O~tnt-1 i'. 4 l] minos .s ;ctor itt4 ~sit, us, of ] iIor in griciltur-.

'irsujl*as. T IL; coibntrbutiol to ~ic'li OIL; o0lI! purcl> so sys*t;3m in k s, hoiwovr,

is in its ati; o i.i 'sorld shorts. on l]]u·s. So ion/ a.s th, Unitt.a Statc

is pr-olrrl! to *x not lZo lo1J or- raadI! 1 t othr cIlins ui n £ ori n ooods,
1,2OC million y,. ,tl, VQiKaol: to th t.c,?d ,IrAu.vl cTIinst f'or.[> "¥

soln prowutio I

Djspilt th . adrants-is to th, systnm of told Duroh;ors it is t1id -,tlv

cirtfr t th1; x:l , riicn-: of th: list dooado that thor- is noi, Ji;lw nhw r3nt

in th., 1mti." lpo of gold stxl.>rd prac iud bufor 41> <y r -'h'ich ' ii' rrs"o

corr ct is <q. lihili n in: in rn,- Lonn! o so no.i i r I a t oo i 10. T ii. ofn n <ton

of t-x .I tinIy6 ts. isAd On ;ol. ', ror} do': con:nC td' in soi, of th

ttt , : : ] r <or¢rs ' olh 'o' 'oaoiirt.

/ f int- rl-cion i styli 3zco!on fuId is lrc sourcos 'ould, it" [1

vr1nttiiawox lV; incIs, o; i ivii ior · ldist ibutlon f 0$ utr n tton-
.11 lssts, .vt :!i 11t C<±trm'ltc {1.Oc tirol' to onieif Inca in 1' tiorl

nCr nor . S. Ts* ¼ -ol],ctlolC on a ir.:ru>,itr io: aiS. Ls inn Lh tr fvi: ]oy> ! s , dc

,~v~x~ailaLl o r'ot,.<it,, -'LtiT flL 'V)} s I1' f%

fioittrp dio" titm %o i .I dhI quL ibrt o> . ph mr I chlipr c I to
b- uorni>.c< , 3 cwl %AoAniri s 1,*~ul ' 7i t fotr Iir ,X3S23 of g'l :ls oh q

.l s, O l«, . -t 4 n. xi -ia Ion> r.l-MilO> t Il lunt sufii;.v l, i4
r /* !,o ,h :. fnd0 t;o 4sf -it co/utt l1s wvol(] !i'a to 'tlo!, h(o)w>'r,

4o ·lo t' 4.1tf

r o from LB% sur:lts court ri ;s Wr4 forrtlcomir [

it '1]] tIv- O, S /x t tt nt ' ,ol: m:Ino; nor '.n irnt.rnstio l1
Jo//]r i n f.r ± I2< roi fi ;2loir t1 r -inorrthodo/' rs

u c~d~i·-d . ' v of l ' s urplus co,,L.r5, rm osivrc

- ~it -:,, isx::)s of s 1cs ov'I' 2cuf;:I s3 i7. conV:Jitio0Jl Io:o;tocly
Wi L - oj C 'va n.4 Zs*. Uri..r ith, P3 i n, ITh- , nt:ictl C.Inturv Economic

Svs .c.t O "P 0] Cl CrL>hgl, heow ivr, surzplus coutltryS counl iow izi this

o s3i s;< Snsu by firanoin, it c -h b l '. Thlx srJplu3$ conld,

on bL ot;,r 4d, i din- cod !,Y Kh ITtn-1 io sirny, but this is .tirily

siinil:ir to t1L polio Vi of pl sttriI]zatio:i oiolo't¢.d by ii iijtd St uk s

Tr sulr- in · IC->7.



in% :rntionrl stat li lzation tind roquiirs finan in' by; the Contri-

butin:~ o uin.hlics ¥~ioh con be xndei icalen out of n Cjntmri ba:l cridit or bL l Pt-
st? rocdoi:*o So lo:i: as thl ountr, o'%int j:.s : balanced position in trade,
the li o1 oc ire i% oi collection oe aszs5s t llocttsd to ttts st-bilizJion fund
htts no cf- 1 o7?c, the ucolomy. s( ll. s occll.s, 1losevori, oO l ,J

funds air m r!e vtlall to the market, o a budr[ot doficit must bs finarnoed
(or . bud oB r' s:rn1 us is r3duccd.) 7e rtes'nli of Ii "sur lus is tnfl ti:ou ry

tn ft fifocts oil n.jona] incomn, vhtldtr thr F .oli t-ardard, "Poo]
o "'J '' it-, nLioral stabiii ta'ti O nu n> orn x t'o b, of corCar-o

n1:j o mu!%. ,
11u stron ki:ship of sold ptchs:s mnd an t., r:atinna > -il iz ::in

furnd -itt the h roposals for rhin world tr-d. disciusced ov o<: nriot
m3 i thn t Ui s dvicos must 5nnvitablv 1' disc rdnd bcctor [1. urIor' wuodov.
pro]?osls r' Found to f"1l short of hthoir obj.ctivs. 'i n a Xlii d sur

, t;on> <11 .,1 stj:blizaion fund car :uk, cff ctivc eo tribt, 0 to

t-ry 2 [!isz tior , by provid in : c, ioc:.ton of 1 ?s ts for
voit-tirml uos,. It, tronorcrts o claif for it <; broOdcjr objloivi, OP thl0

P--te tu,. hor. !try atb lityr th.rou t formul c.o. a cfoul.ryV Co %orrow
up to 2 p-r ¢orPt o i S m-tao:r 1 inoe,? from Li> sctailiz>i io, fund to fiŽ"eoo
trdLt d .fi ts, but thor.. at.r i o rdr 0o qu'lify for furti-hr loans t rmust

d i:it u wv o ar os t - t! _. ilvoc tLs kro sibaaly nmore timid
t%. DI i .11' i r 0• 41 t' ortr LOC'OX C tlo10 (I disO ua A1 iOtv

Ti P1 d for Lon-T-t;rn i pit'a Ni ov.,nonts

(i som, n;v int rilni ]nl nnt.olrv r'thclh fl-, suCh A statbil iz ion
fun(, mc_" 1 . f'. otiv. contribution to itr toI m1roni t .y sttility
in t> ,or-It r , i', off ctiv b sis ior suoh staLilit ty ist bo found i:

,viv'l of ionv-trr e s2iti rov m;nts. The <uthors of tli thr. uorVthLADJx
achom ;s ii :.d dis±ussd A md most of tih vivoc t s of 'ol1 st vr' : rds, intor-
n r o Io si izti funis. :tct. im t achiuvinT b 1- in t Aurri<t

laoc to Siunt Psit io sb C ltost :: % ;s, to KI t t S. c sounts p ; ½ 1Ju1

in btclatro ITn s doinr, the. >'r vr. WinV -,t ug sit tU fund mrnt: 1 0co>iAiO

tm4nd rio for th r.w s of lik factors of proluctlio to mov,. to'--rd equality.

itlz-h !in r or r ioe th r. factors of production hav- mnil]ity, 'h,

tend .<cy fl: i ,crn:s of lik f. coY to e oicyv <ma ] it- crn ;m ols rvcd it

nr c sti c z 1> 1 C t i on izod ir th-orvv. Klr s ilit dos not obtfin, it
o-c, w' 1s possib}le Io une.qual imoors to bi rc id I V similr i c-ors of

Proauction: o, r ! : , ri:ds of Lm> wi thoustrsst r or strain on plitic t or

It nmy to deoulred, hownvar. ,Wether wide inequalitics in incomes oc·ivrd
¥Y lille fohecrs of production can endur:I for lonn~ Lod,' 'viLhhout som< coors"Jous
effort to larrov them.. 'lile the phsioa] mobility' of t!3 overdrClinicS majority
of tU io'l,*d riroaains imrnitrd, th~rc is :rest mobility of ideas, incuidir- Lhs
ide: of 'That c·nstitutcs an 'leouato strandard of livit . Ease of comrmurii:'tion
of tho'i7'1 3s t'wntieoth-ot'trv, commonplac!; sbt the consquofnoc tnat ID k
factors of r :.o;ctlon at : c -inrih to isist tol> ' ir.tLr .O.o..k' t

eqliuIityof i inco! s r spite of a!u '>f m- 1bilt-. is b-l, i: o bto
r aliz;'1.

The •es5in; tor ,j rtr equalit' in st:v-dar 2 s of liv ins *nd its cortinued
frus .t' i, lusY to thiu b"sis of t' itr n.tio!al di ;qilij riui of Lh

twontiath contury. Primary producirni couILbri is isisst th' if thi,, r, cvpmblo

of producillu nor, ;roods t.;? should be privilciod to consr,< meto' of bL., typOs
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of goods 'B],,? lmnt. Dollars arc shroici ort becvsio thi world ,onts

'ericarz ,roducts i: order to ijJo'y i Mithly standard of 1ivinu directly, or in

order to have the ise of tEe most effiieist %osls for rliiducinl desired [oods.

Ilrterati bna!l monctary stabilization, >lerefo're, i<st ie so<EhLt Li

,wider area tia L Iat ciro',zscribes by "pool oileitins", rtabiliztion fr's,

~oid sts tsy o ae, intoaest rates, or oven bUde%-ta lnzr. 7i nc of

ill ctuttr2 for zdeoqute monetary res3rves rc. be i eoilly xaidled ii szeps

ire 4ti]1:i to assure thvt these rnssarZls :il not be quickly ci ssMatd t y

c nita ] fii'ht or throt!]h uneconomir imports. Frith in curranciis Co sL

roltor] ij s rt , lut c0rtfi1½0Inc0 aaqnatd for An span systr- n£ inter-

nlati rnal ~c :i 1 ]1ues. aiit or a tresd dlich i promotos ri LthYr tha! frustrct s

iO-:cl oqu>iiz in.

It ustt; to 0c prO od by ths oo!rimist tirt Iargo-so lo miir tin o'a:e t be

r-]iodl A x ?P vi tcievC th~ rsji 1rod oqualization of inco'm*s. Somi

,r:titn ilL ! jsji.lo, frzom th most donns;l ovcr-Goplratac in tlns

of i:tur i r,sourcts, o-pit ]. ,qvipr.dt, odtdad f 1viri ttd iich

th, i:ooulCti:r. has bc-n <csustoalr., to undoriOpulatt;Od nUd duv,lopin'; O-urtri3s.

P inci'l> r I-l nc ;>'r , }mri ,! vmlsvto lad u?2 P th- spry,.. of' cpilt I oqvipnront

fi :'6?d&ro >cch¾iq s aodutio ¥, m ornl t of tZ. tCormz tra irst

nrimtry pr.uits c b iL- by irprovrI still furthur productivo iioncy

in llr1;c ltu 7 1% ~ matrtsritl3 at th: s3 t tim:le that dasti2 inldustrial

onoY trun'i A's yc¢ r-aliz.d :$s fully ~s possible. Th~ wrrld s'o-rtugc of dollars

ci b,; t by hth] sreald of 2,r ricn, BriItish , %nna,. SG-cdish aLnd thi r monio/

?rrduotio' t ohniquos tVrou; out tlh <orld. -2th:r 'i+-h suf;ii cpital

t? tut thiioi into ,oDur'iol.

2}no ary stmbilzati;n, th!roforo, rosts fludamcrntall' upon the tsunzrotion

of l:.'-tn-;o o3 t?%:! tnd ii ,"sirVrifMl ct scvla. Propsiels vil ich i,.

th- b ;i problvms of stabilJtw; aid aim ror ly to provid4. tomporizirn msaxs

t fill tli_ ir L blance of pv',ymnt s on current ccount iro doomL;d tr fL-il.
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