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Post-War Monetary Reconstruction
By H. Michell, M.A.

.. P ~ LI 1I " I r M M 1 I , , I 1

In this address delivered recently before the Office Management Associa-
tion, Hamilton. Professor Michell. who has contributed numerous articles on
economic subjects to Industrial Canada. explains the plans that have been
suggested by British, United States and Canadian authorities for setting up
after the war a worldwide system of control over international trade and the
movement of capitol. His article will be enlightening to those who would like
to understand the plans that have been advanced by the three countries.

N O 1 1w 1i'h t lini av o, vs no in doubi, hovweverN ald [he iold ... a h(!, ro ,lhat gold. Lvq dgtling
hi peoccupaiio n of wa th ihl..ghs of those

hoit wilt b, fared wcth grave po- war problems are
tUliiiliig i..t ;t inid lIole to the time when iecenstruc-
!ii 'w'ill hi n e s an d the shattterd ,onomi c

of hlf det [4 restred. Ttb disastets that
fo hwe d lilt irst t ar f t oo vividl ini oir Incmories
tO allow Us to face a similar period in II future: if
the wit of m I. bhe ul ic en t to devise micans to avoid it.

After tilh arinstice in 1918 everybody though..t that
the wrlb.,I trouh.les wre over ard that the natin
could Wion back I, the whe of peaice. Thie devastated
arris would be ebuilt> nlld (eii ..lllnan woUld pay f.
thie 'A, alI ndustry a d world ollimnci'e would be
estoled and pi.u. the pailhs they haid followed bhefore

Thai sIi.tln.. . vI t sirn.ph! ..l.oH I, ill d id cL...Jit s;
we it ight uveli sayi simpile-minded ol. aInd it is Las\
to see noW how imnistaken we ill we. It Wais 'a iti'ii
mistake. blaie* olu. gl'tlation vas inxperiencd.d in
so vasIt i i in It had never faced anything Like it
he,,(:for an.i lhe ibest bral..s co.lid Iio In.ore than ue'ss
whalt lY h"eftll ii..lii (i.. f eourf e thel gleiatest! rrori'
w i sIn slppiosltag tihat .Oi, r'y ,bdd "''pav f.o the
wa' and in I I ghl-teart'dyl flxing f t..sth s usS Ia

I t pIonl I, Thir' I, O' tno u nogh money iii Gerrioain,
tIl l 0th 'whl)[c, wIrld f. the nrlfto of thll, lot thos
colossal p0, Iv.....ts to be millde., tihe ctoh , nait .. us

ooni folnd out, Th wI.l. d was pla gued by the Iglia
vatnItg (itwstioi of I.p..ta t Ons and war febt, s lot In)i'l,,
Iii [ y' iit ' l'i. (ihi G "'ijCijld i.Ot pay} F i[l l'c Fi'C ir'tlm
Lould Ioi [pIVy (,,t Ilt itain and at last Gi'eat Britain

could not pay thl Unlited States aId ... r. i ios
aid hotld I',uIlings welt, ph'mfiul. The world',
Imeoly;$] i w.. in. I' aos. G.....[ny hId iiflatd
l.nd hel mlalk wa's wo'tflels: a.ll sorts of .o.n..ey was

abhrad, cutllnl'lt', , ;ih Strage nmes that ..o.aody
had ever heard of .... t jlustifiably distrusted,

Tariff Wall Rise igllher
Tie only way thai G(,lmany coulid pay .iiyt hing,

and wt [,nt l I aM[ iht he' the, ("ldit of l'yitg to
pay. WaS b I xpofor'iig ioer nilalufct' ..urs Itdl I soI a -

dam,,l ahld which she 'ould Iif, to het
l.e" to Thail tA, Wxhat f l~Fl YD did; it W/a, Idl sht!

CorLhi do, ind th( mlaktt ] i .looded i ith heap
Ctitir.i it'i±'ttes 'hicht tl Ididold the produer's i
ethe, (';lltmie, To prIte. t thit.t...vts ;iiiigablsl this
om!npetiiL~on, otl~ ct)tiill] 'Jt put up thleir tairiflf lo kcep,fpt li> .... t fI,t&hml''ad~l l

e~ll[ this g, in Iliad ( hillll d... rnrhan m, .. l,/~ Al o
th wIld tarilff ,il], ,os highel and high, until

irei'x....ala trade w,, well-nigh siangled. In 1925
th Baink of Englnda in aiignficnl l attempt to .put
thei pound back in iso frliera proud place as the inte-
national unmit of tchange, resumed gold paymenls.
The step was ill-judged and dIsaI ouls; thea pound
LIcll'i imply wa:. nol worth iti forimer e.quivalen. in

Amer icn dlla Oher ,tins wi. or less Scrltpu-

Ius if Iou like, instead of ietcoring their currencies
[hr re -l a r gold oniteunt a s had Great Britain, did

, , act opposi p tei The frlanc, the lira. the yen were
all 'educed to a tractioni of lheit fo r.ler gold va I.l
aifd tli' hconutiio be i.ll. \'ane , r. is onfoundied There
followed tile crash on the stock exchanges of 1929,
tle o.lls.t of the great dleplessln and Ir1 1931 tile Bank
of ErighIIid stopped gold painmnts. In 1933 the United
Slatus dce'aluaied the dollar by taking 4i1 gold cents
out of it, and the world wilh inlinite trouble, began

slowly to v:lh.b oiut of the depths i economic disaster.
[ti not . ot lon. , the sh ond ...( rd war cut across the
parlfel lhi'ils of the niationi to re-establish economic
order.

Experience of First Post-war Period

Such was the Clourse of economic events after the
lirst warii: hat will be tile ulonm of ile second? We
ale go)it .. g l) fi( a ' Cy se'ious situation. of that
there cain be no doubt But glare as it may be, yet

l do i[,1 .. .o.t great advantage, we have had the
N 1> lt O. i, paiLu] expi rtt'nce, of the first post-

Wa pleiod Io th us' and s i natifns like indi-
Vdtaiiils larn best it h ilctvI l of hard knocks, it is
likel5 ye ll\,i' learned a lot.

Ltt tin \'V!ig, what we sball see Whlen the war is
ove[ )ii, ell[tOors aitn bnut it a fiarful cost. Half
Eulrip anld nuch of 1ihe Eiat in roins with starving,
il 'I'm, . .. t.t.I..dlls The sitele physical destruction

o)f [i}[ ,oJ is appallng, with great c ities, with all their
oniles and buhiess plaices rindi a tories railways and

iotds. ]i gh id ite l aI i.nsil, blown to annihilation
A., you, girig 1o deimand that Germany must "pay
for the ar a' w.hen you have m.adc her great cities
des'eit? At least we hail not mamke ht mistake again.
The illst thing we ..l.st do is to get the wretched
Vicl ins fed acd clothed andi housed somehow in at
lhast ..makeshift shelers. That will all be a big job
b no I..t i.lposibhl an.d will be a passing phase, But.

ft et 0i, imn...d atc necssitics have been somehow or
otwhi l£. ltil iv'e n i, •4 ta'lr.' and r.I . e baffling problem
of tii, ing II/luatia urrn ard production going again

, ''l fr'otie tthe wo'lhi And withlout a sound mone-
ta'1; s'toe. that wril bhe Žo dificult as to be next to
"impo'sibie

It will be the countLies whic, hhave. nol been devas-
tld itht will IIhave Ih) restok Europe That is going

to htt had task. and if the world's monetary system
]: cr fl'rnion,' is oingt i o be an almost impossible
job. The absolutely imperative pr,-requisite to any
r'chabilitation of thie dievastatied ounlries will be a
· sound nletnationa[L systeml If forligln exciahge. For

ithoui thaii to ntion cal hibuy what it needs from
another not sell to ithos who seek to buy. Of
"COiirS t is asy v to see tat thle problem of the inter-
rationa]l Iexcnges is lreally fund amenta lly that of the
'ui'reneis of 1the vatio1s. Iontlies,. If we can get the

pI.und, tht mark, the fran, thile lira onto a sound basis,



thiril iII I I t,, hIjl I ex ia g'I toke 'i-o thrn'-
selves. It ws tIe, iolt intlatlo>. in Eulopl nd
tle COlfUti... .f ('LllpN ies thal led to hoe IroIbes
aftel the ilbt wi. 'hi' Iwo proIh,, I iar. insIparable
and ...us bI treatd atoone. Tiihe olne gleatL idvanttige
We posses lIW is thatl we cearly IeIogize Lthat, and
oUi ingenuity wil be uflcient to devise mueas
Wllhlby we ean put inlti opoe1tion all ilirnao
Syst(in of axch11i l ts il thUt l fuloiI.t' fo.- the benefit
of all, viors an..d vanquished alike.

Threi Platis Put 'ol'" ard

Three plans h'ive been put forwbard, y the Blitish,
the Amcricani, and b> ile <Cimadms, It m.ll be
emphi tasized thd thes. .a .' .... firi 11>e tr111 uigg'tstons,.
put ott in I trI'lr to sillt.llatei: discussdion and criticism
The British lnd A...ri.an plln.. ditflr so.mwhat
sharply in o.. or two parlirUalil, Of which we shall
'peak mn del lIse, .u.d the (X;1;Iudiian plan sn!ks inl

eertain partliulars a tconlpr['..sll. between the two, All
"itt d&sis.fled Ii) o... end t.ile proviron of nachinery so
thalt lladn, btwen mt natois shal] Ie ntdle easier
through the provisioni of i..wlhielley whereby tile fo-

tl eoxchl.a.ges arl kept steady aid the impediments of
',' 'iouS f(ltpIl tio/lt/ avoided.

[I musit irst be undbrtoloi tlat aill plans are tem-
prlily. IThat is to s;ly lihey ale not looked upon as

'tlmng up perlnanhnt mihlneryv whn h will last
tndetinitly. Long ter1m rtoenst'tcitiotn, the intesmrnit
..and distillhbutk of capital for deelopment of industry
mnd I t. IsplO rta ti in in difleient parts of the world do
io come within thea rang It is hoped nd indeed
confideknly expect'd that wheirn r[coytr/it tin. partral
,or it least sflit'(nt to gut the devaslated areas going
again, has .it . eff. ected, tile ac....umultan.. Of capital
and its piofilable iivtstn(iit will go forward nd nmake
the tlmpor)li ry shemc ,lt) nue K rv

All plans contmpt lte sttttinig ip a super-nalioa ni
tuthom'ily, ; kind of Wolld Bank walos directrs shall

b ionmated by the vavius nations, alithugh of
cours~e it is not really a ballk. and we mnust noI use that
t. t.. Tl duty ol this athoti shall i, to quoie
the British plan:

I TO li'giiItt'm:ir .. r/arIat{' i"titeri a.iria[ ('urIr, eceS
and the rn'aIlaisil, Of the 'ei i eXchanne.

2 To sctl up the frlmwolk of a omrloln coimmer-
cila policy F all inallions .. kcb shall regulaie the
euoldiiiohis bit exchange o4If goods, larints, preferences,
subsidles bind impolrt i dlulaionS,

3 Supervis thei rdely cnduc of produ. t on,
,silsHibutkon a.i.dI pie o plimaly productrs so as to

protcr ihioth produc l Isnld cl nsufielr frlom1 loss and
lisk due It e lo f1lt]t[ti , i of aI ket
.o.diti Oi. S

4. Give aid to invetment blh for sIhort and long
I..n... for o1ii.tl ies we.hose .. *t.ion.. ile(, lo..Pu.i..
needs help from outs.. . ,

In a word, vha the va.rious pl[ans intlelld o set up
is world d iide syslloi of icont.ol over internatina.tll[
trde aid Ithe Pilover.e.in of capital, Its aims will be
benclicent and in the interests of tlit countiers patici-
palintg o fail as bey do not seriouslyl cisi withh lhos
of the lest of thl wonld

The Bitish. Am, I..n arId Ianadi.. plans are
higly 'o.nplticdt(d anrid to go irlo lh, m thoroughly
is a task beyond the Lonines ofa sh.i.t address. It is
possibli. however. to get to heir c. .e a.l., ignoring
detailI. io did out what airt the similarnties nd
difieltilces beiween len,,l. That will mean a rather
listly sl<irovy but caull.ot be helped.

The Ameriin plan ploposes that the initt'aiatioild
tll.thoriy, which it crlls he Inttertttoal Stabilization

lundi, srll stait with a ca pital of $5 billions, to which
eaih oiini' shldl cottributie It its own currency, in
se,.uriltes and, if it has I.y, gold. We migh~ note that
the Canadian lxpects thinlk $5 billions too littl and
suggest c t ble in...r.ad to SI btl.. Th ish pl/ii

A tI pjmIVil..l [ i*; , ;,,lb:;cI ib'd cap[itL t] pl

Ioto work oin wha iiie fillit call thle banking prin-
t'pl,' that ,,d'lto, cmltmiie' .s litd t' entr i...s .n

hbUhooks of lbl c'IiiI i[sti'l im} as payi.ilt'it for
(i'bts o¥[9d to t}lit'i b\ <~her cILintrit'. For [ttstaiieC(!

suppose Greece owed a substantial umI to Ca[inda for
pnuit'hais( of wheI t or I it . ill .. t.rhiney. Camada would
be paid not ditcrtly by (C;,ece but! ,, a i,,eh o.n lhe
books of the central iisiii . tio , Thlt lcattr would be
ablo 1, an'a... thins(, 'dit iecaust at his a SulOhmrnndy
large surlusfr [1heI ill i)i'es lilf crei'ditorl 'ounltis,
ThIs is, OMV .i.....' thile I,, wnhch coinnimreal banks

I la o Ieir h.us..t.iS T'hey ace pt savinggs de.poits
and ltnd thilm .. t to boli.rOW s T[at ('titl'a. authority
in tIh' BLi ish plan wtl a ii'. have credit balances
on its Kooks [t'i'tue eVily de]l wi rt ' il'i .
If one coiilnr bi. [i' imuanothe ,r lth.e .moul.t it spends
will appear is i dbit On i)v accu)Lnt and ais a ertdit
o1n hec .ct..... of thf cijit..r. [I'O I wkeh it has bought,

A rl...n:.s thougilt Ill IIvea IItIot hilt t he
L tiesh plan ,ll lly pniopoiss is that c,,editor countries

sIlm i ln"d i. debt . ,lt li. . 'Ih Amll.eian plan
p~olposcs tbit t dedibtor ('O.it...eS Shall borrow fTorn
thie ''tr fund. It i obvious, thelefore, thtnl he
Am¥1 'i.. Ii ' Ii , ...i.'what liti.(. ig.id lh} .n the

buih ,t hat fndentall tie actice wdl be
the sa1, An Oldin/iy tot ...... I i]lbak laa ,s it ait al
and i also h 's 1,''Isl depoits,. Bul it lends out much
,,!lt thi. both hlse Coliii.l.ied. It is hiad to suppose
that tlHd,'i hitf A .. e.ieail ilati tlb( irtrai authority
will be ted down to griinting Cicdits on:y up to $5
billions. It iray be remr'keri that it is not nces.sary
for a cnti'l ..a.lk to h'e a laIrg eptpid, lilt Hank of
Englands is quite simall, and ihat of the Bank of
Canada only $5 millions

Q.. Ina foIr Earl, Coantrl
All thret pla.n !ity down a quota frt ich inuliy

;iS a bas of oroif and iotig power. In he
Fi ish pla;I l. s quotla is btit'd Oil he aggregate of
each tountlyrv Sil .Ilt and e'x[p..,r In the American
Pat.. Ib quota Is to be basid on 'a (:I '...ity 's oldings
of golid ain l ueign e .xchane the magnitude of the
Ilt']< /ittil Hi 4t' balan.. of itlocatt ....onlal pIay.nen.. a, nld
its latn .. Ii'if.. ((,' Ti lst two ae rotherl' vaigu
terms anti mlght be diliceult to calcullate. It may hbe
:ad ho' t'\ ha! plbabla lb( .. (tof] Of [Is. s i.g
[il' VaiouS qLiO I<i' bit worked out by either
ty'uth(id an.d substantial airil:e ,ur'vtd )l fo. ea.!h

B ,tish Amer...icn and CUanld,an pans till propose
that New <it rllnlatniia..l ui.tl of aic..o.uIt bt h reatedl.
,acked Iwholy by gold i the Americai and Canadiar.

and pattialv in !h, Brit sh Thie Amrican plan stue-
gt!' th that tis T. mittl, beI called Uit, i;ii..d (Onsslt
of 13714 gi <i;s .f tint' gold, thait is to pay $10 wilh
gokl valued al $35 pet oz,, I.d with this tilt ('anladlia
plan agrees The Briti h suggest the fum, BOI.CO.
the inami, ( il 'iliis Iiar of no impoitac ll.e tis unit
(o [e txpt'ed rs of gold ii . basis to bI
subequntly[ stFthl'd uit thcs£ ba is hit nit bP
coIivelliill, inltO gIil, alith.gh gold (tlt) be Converted
inl tI b;uors,

At thits pOl t I i[ a, illpil...)i ta tA ole ! b wei ''n tIl'
two plans emlges, Tile gold cOitent of tlh uirnitas a
oniy ble lihtgp,'d [) a ,,tt iit 85 pel lent of the pienlibel
VOtes, TheT b [i1y is ... ' flxible and its weghl tlmust

be, dtli' 1milned when it' plakn is to be pilut in operation.
No sp'(:ifii el, till is sugg'tstM aid that weight is not

:o be iVarabIe If it i> found froI cxperilnlcl to he
toi light it ...i i ' I.. 'ct's. d (i' vi. eA vr- The
li'na sonf itin l Is iappalcii 'hii'/ b[)it'or J to ih a real
i[ti'(!in[mi[ t']ii'.'le w ith i ''nsfn'y if thatl unil on
fih' books If lb( imr at'i)al atitho]tt', The basic
i oI f the A .'X .'.'' i t.l.i 1- ii)ii the hi: li

it is)ii lt'' a lr iii .i . o lill a uoli i of ;io'pl'. t, Thei

aclot...t' odf Ilt lrit,'t'I iti[tirl Stallbliatlo Fund ... (:



I, It,)(Ip PI<~'L. ].. LIa hill ll ill pour/'dS ill I*Olldt...
do]als ,It the U'nfled State, and ranc IIi Pamris. So
iti.lly I[lat, iii I'I,,1 SO[ mliik iii Bllin wuld nlmn
IT ti/III fi'llu, 1 r Inik, t'lued il utIti> In othliw,'

IL <in , it .... 'a~m t ( j'i4 ti r [O' ad f.. ad icng up
all theue dil!erlL ('U reu r' s, It i~ nt an inte'national
I lilii l/£ I 'h Je lhil bahncor is.

The Posii .ot of Gold

AV(' ]1IV jllt sidl, hot.h I ibalnOIS nd ..llilaS al(,
baI d ni .. kI, the U.nitas Vriy c]isel h thIe banc.or e.

OIi ]th Li d IL ptiualy noted that the ritish
ph , antilipat, that gold should be supplanttd as a

gfatoverning T.o The paragrafh hi the White Paper
whiah speaks of lbs inenirt/ is worth of c]ost

goTi lill pIo•(! , g<L. ..yhologiatl valu
whhi is tot i'img ... inlishd IL current evenl t; and
I< deWlrm 0o possess i gold rese,( eagamint unfIor)lesten
'Intlngo... t i.I ikilsI' to &.i.i,,o a Gold a½s, has the
ful :t Ol [OV~dig In pOIt of for.m (ILwhateve'.. th,
Umii:e ]yiuli r .lIi. .hiniy h) n ... .. 'overi..
stand.rd . I of vahl tLr inteittnal.na/I pu.rposes, for which
it < "Id royt e b easy to Lind .. sILY iceahle su bstitute.
MO eover, hy S~ipp 'l, g aJ ;LtIitnat I ...ean]S (or se
tl/g isom.. part ol the favouiabl Iala.nc.s of the ctd-
ILIr 'UritI'S. the ... rr[e.lt gold piodue[to.. of Ofw wo'td

iEl the i' 1i11111nt of Poad retserves huld oulside the
Utnitd Slates may still have a usefuI part to play.

N i. it reasonable lo ask the United Statse to
demonttiz the stock of gol(d w hich i thel bask of its
.mpregnabhh lqujidh>. Whathin.thelong run, the world

mIay d'cJide to (a With gold iH anoiherl mater, The
purpose (:f th, ClearI Union is to supp,..t gold as
it tlV2iirb fa(lot. bit not to disp.ns.e with it'"

It not h;aid to iread i)efi Th ie line of the
,,i:ui/ms of itl British plait They acknowledge the

et [I}:Iat1thi Gold irs a]ways played and is still
]uly t1 Phiv in inte('rnational dedaing in providing as

i, call it 'aiii uniiontrivcisiai standilard of valiue for
iie nii r ..lhl I..llpio.s.S.' Bitl eqValaly (l arly its authors

wI ,d like, if !hey onl kneti how, ill get rid of gold
ailhio iher. 'Tihe linunnt of gaid isrves" held outside
thilt' Ulittd Staies is.-o sili.. as to place tIIhe iest of the
ulld 1a: I avty diailvanta/eg But ''its u....Iasonablde
to sk the til Jl'd Stabl>s to demoni..,,ie the stock of
<',,d Msui&:h is the atKit of e i.t .n ..pruInabL liquJdily."

It wholl y s unlikely thai tile hiied States should
iglp Io irly plan ihat (llVisage- thef s..ppi.nting of
I[lIdh Wi mla} dlshl tu..in. . l thll C',alda will hei Erl
,I/i] 12 ilswls in e( Di !tie pl'lopO'ia]s sbtmhitted by
lih: (; ,Dadln Itpust'n/iatii csthe Amri.. a, rtietion

V tf!d is follwed. Nor is it likely that Soth Africa
wit bIe oflniOtS to MIW gold 1upphiiatt'id The Russians

Ji thc: ,4[old r..irics whici before the W'ar hey l t i e
IIV.it.p llg Ver3 s'tro......l. , ir1' hardly likely lo view

(te .... If oI exrtIallne Rates

Tuilninl Ii+ it the queslion of .xchinge( ritre we
rlisl notI that all plaits <sly t weii the systeii is
b(gun, the: ert'lucvy of tIL h COL.rit.Il shall be IivIen t
I vIIe ill h ms oL ' ath niw inientnitona] un..,it How thel.
if it all, sha] illt b ade in itheS vlalues' The
*al 'ha'I p.i. sti.. thatl chaanips will onlly ht IIhlloed
liv' ptrnn;iS iO1n ofi in ctl lal iuthoildS that >i 4o ..iy'
IIhe II Il [Irf cJleet'tl'tt thill al.ow. or disallow a plea
I1) I:'h<'nit the ilt', It[ I x(hilTqieC, shall we ay, between

hitt dollin and hf ll' The [iT lisli plan would allow
,,i,,h more ]atlihde, If a 'tntiiitrxy has over .O.... yVars
,cIurnul..itd a debit brthIa.. (equa:Jl to one qualltl of

i Il quota, it m.ay then redu.c the value of its
L..ti.....c. Aive pI L "i'lt, If iL ontit. ii..s .ii( IL......l.L.latt ;a
debit balance pi toIT Ium equal I, hillf its qu.Ota then
h[/it Cetuizl Au.t.orit3 m I f dI":s, i I o lower thL ' value

of ils curleny, contiot tI/ expor. of its apital and
tickenIde, ,tiv, gold it .ut. p(os'...s

The ;At%,i','ie[i. ]ihili iT i mainh mo i e di L It says,

'C .. ti. s alt to agrre to udop anId uall'y out aiy
mealt, ] lcl' I l, cii, ded by the fuld de'signed to corrlcct
seqLjOibriiiun. of the couitry's balance of pasnlcni:;'

hi tih i 'visled Anflier ('a plan a special provision has
btl;Cn ];i( whe(rby dUliiSg the first three yealus of
ope It Ion. adjustm...tsI In faltes may be miiade if such
ai deemeci ,itessa ly and dcsIiable, but thereafter no
Idju.imrtu, itshll be made hatlever witholut a four-
:ifis nlatjoi it' appoval, Thati duringt the difficult years

withen the plan is getting onl its fcet it will be permis-
sible o nmaike [h ..an.4ls J. a we:1 piOviSIi1 That after
that miitisa period a four-fifths matoui.ity will have to
app,,,ve any change will, to put it frankly, makt ;any
cntige isadppoved of by the United States 'e'asury
inplssible The Canadian plain wouii make pernmis-
si e the depreciation of a. coun.tys r> ' reyt'' up to ILL
per I ii ot IrS value wh as over ;i wo-year pe Iiod ii
has had i ll azdverse ba;ince of payments of seh magili-

t . That to over; this defici ilA has usd up 50 p'r
cenlt of its indep..IiLn I gold ..and fI il exch;ngeil
r serves mid .Ll ii, iaildditiioii, a nCt piil'ch;s...' Of foreign
cxhluange froit .. the .ioIcI. Io the e'xton.t of 50 per ,'ct

of its quota A mountly that uInder theeo cirrumstanCeS
Wishes to d(eprleiate its culrency cia on.ly do so once,
unless it bt;iln., the p:i'mssi,,n of the diectols of thl
Union tlo do Io a ain In aIll thre plan, the inftention
is the SiT Te i ti e tto fllantipetl.ioil of exrhl..ne
ates ill the iltrlests of a sing]l counttl y at the expense

of othI- shall it li pblrmit,.i I) DeaIuations of cur-
Tenl'ies The* flalic, ihe lila arid the, ye b.fore the
,ecO11i 1arl led to scih confusion and diowniight sharp
practice towads (othi. nations that, withil,(tl . COsent
of all concerned, they Tcannot be aliowed again.

What it en mes to< i tlis' All ill lt IltIi See'k ta get rid
f cintrol if their exchim-lth e irilg b iivl 'didual countries

,ithr by fvaluMi'i 'AtI 1h' r cleu ,:L'cs or ib deijce to block
their I'rc nIovTiuat. i ;tLi'kt/ thli e xchl '] hie, 1tattr prac-
Li p. CX i'l in'It' tIa I dI , valuatioi., Was what. wa, hampering
[the i, iI'11( (, it[ thm w rld before the secord War Germany
wjU IIt elill tI .r. cointrL: but OIc lie the Iinmo y iI payment
pot to G`rmr, .y it >t d Ihere sayd was 'blockIed" II a
trvelleri vi ited Geri,,,ln he could take mo.e. jlI, but Lhe
could roit 1:i, it IT e r',IIS the govei t l ] ied it to
buti' ;H) I tbde

Till A.... itwill 1tiai ,avs that li'y eourt"r jnuoriig the
'l[;,ii tYu t tLie III tdi,i;doo .'xch;,one cijItrol and n.ot io

irlipoiI ilr ii the futl withouI iit it the central
iulthortty l he 3lii ll pl'r l, nle iexplicit aLi.d merely $ays
hil it airusa it diilg iIa} with bloked eurlfleiete But

a,, m puihI , L- tl is N I' ITlItl' I ll I difeirnc* of expres-
li¢i: the 141 t3 h t plai LiJoih g te £'alty' xxhtdt the Ameica.
I 1 1} ,)o~ FI Irt'l~y IL) dIiE3 T,,e thl , ji.t.iilt is pecL.CIVy
theC ·ome

Or( tig which lst caeftt oled s that the
3llirish pin IS itiel rllke .. r. l sk) for gr'olps of

£rtt,:i lll; ( Iih pett('i{[ 'leitiut 'hilu i r I tilirte ihndilvidual Cur-
eliC'tgI I tl tfoh1111 Ti ¢f 'titII if fileI pillimid [o

tlill e li ii ,Ch ,, ,thet' in-. (*iiii .i 'ttri's iiinii'ib' Pt
... I ,ilt> t ,, xhicl I'trl)lii.ed t h se S i,)ltt'Gieos whose{111 ]i ( iv. 17~i Ilekiit'(ti ii 'enl oF~ f Sqtu,'luiu Great Britain,

AiiStrULLI, Newi Zeat[[i( and $1S,[th Aijcia HI,1,Il.o those
that hnd ,inkeid '!ir c'rr',,eli,, witti 1t'i'ilg ,h'Ic as the
Sluicf iavmi e',tiiItre 'The British plan careful to iay
dilvll ithit, it 'ii'll {i s de:ire Io eIL nthllu doing this, they
lhill bi aiiItlld to du oi Tho blraktp of the sterling
atia iiitl ii.' bcer much lI G(reit Blitaiius disadvantage
No Iiil ttni'',Iol eiltti' itit the Aniericati plln, i simply

yli othig ;bmot it ;1d xx ire lt'ft ]t ilfll that it woule
I}~! i~t~vllI,1II toiii:~~~~~~i

Imnpaurtant DIifferenes in Plans
We hail r ..i. siteii,, V ly brikly hat lai the mam

IIoiiyd]s ilt th as ,lt'e plains I'rhcy ;lie miilar1 iii seekinm to
lIT/ose li OIIi thl ' F]r I I I D/) 'l t i ~iIl .i..th.r.tx th tI shall

h, a/p 1'chat l te ilc t' ,lt ii tl l;l t1i){II tui l ilnuls ,ItJllt nnlt;I kpi'rlellt ,) J11fclrnati(¥rat C
('I]¥ r) t'iC' That is eni-

tirely to th ai g Md wIld lit' 4!1)464 /' I} ...er.. I ecptat,
Baut tho le' li't Ver 1itIllitill Lt d I'> 1ct i t which tlhe

I'it si the mnui'agcuert It the x('iuu ilties It of
tt dill :io thl, A.iarie/ plli seeks tI lay down that

ihete* alh it' Iw 0iio'e If l)cIiig rites If ('...pt fnder

. I



extrlaodinary ciuli .. i.¢c The Bri~ih plian ,eeks to In-
lioducl! ..l. e fletxibdlty and to work through a pdrocess iI
a.uasmeii that will from ime IIto time iron out the differ
enees that may rise iI the rates, The Amrericaun are arI id
of com.plitive depreciations of currencis anid that is a
vt y eat d.lg¢iri Tle Blilrith Ire afraid of too greliat
rigidity, ldL that lisa i a taligl Whither a tmIproinis
carl be achieved on that pnrint hiiias to1 be een,

We have resel. . d unlil last I mole detailed exffhiilation.
f tilhe proposals put fonirrd by the Cnadian exprts It
ias very fitting. tdil, Callajia should Ilit forward heI IoW

stiggestiorma.... nce a a credi,.,r nIaio IfIer the war the
,whol problemu of the internal iona I xchangs wi/ be a vial
)lie to her It Iwa also fitting thal Canild, wih slinds be-

teern itie two geat powers of (Gieat Brlitaii lid the Uniited
State,. a member cif the British Empire and yet clts¢[y re-
]iated financially with the Uitedd States.> siouhd m1ake what
may be regarded ia cornip inise suggestions that might con-
ceivrbly ,pln a palh IIr agl-gI i eill

Thlie first pilnit I.o he ,i ied ill the Caliadii plall that
it onisiders that ai iimii capital of $5 bili.on,. is proposed
by thile American, is to small It would incease that It the
outset to $8 bilions. of which 15 per ceL would be in gold
to be paid in on entry to the l nion by the participating

atioln.s adccording to quota Slbsequently the uiniol could
call upon a participant t o advance a furlther sum, not ill g0ld.
equil t, 50 per c-et of its orighlat queta if the uipply of
thai ,oItitrys curllency shbllld become dTinrished [hat is
to say if ia coun tr has a very large exces s of exports it may
be calledd on to lieend t tlle fund at inint equal to half its
origtill Iduot Stplosei Canada had bieen clling vei
heavily and nLat buying much Canadian dollars wuld be
scarce because there i, a large demalld for them If Can
ada's original subscription o the fund had been $1 billion.
she might then be called on to lend $500 ini ilior to the fund.
which loan could be used to supply Canaidan dollars to those
who needed them. Thi simply carries out tile well-known
prneiiJpie that if a country is selling nli]e than it is bouying
it wil have to export capital, or else the other countries lill
liot hayl enough mioney t dithe to pay their debts or to g,
on buyinl

Secondly, with egard it> Ixchalge rates, tihe Candidan is
a comLpromise betwenln Hitii and. Amlericai plians The

Canodi ans fix the samt gold content for the interniatio nal
unit aI the Antie[iciIS, while the British do not lay d.own
, fixed gold an.o.unt But the (viadialn pln follows theii
British in allwig chainges iJn the gold orntent, while the
Americani would nliake it rely difficult.

Canadian Plan More GOenerao

Thild, till Cainadhiatn ]]al i coniiderblly mole geilleous
Inl its proi.sio far the obdtaing fill fotei[gi exchirlge Iyi
paticipatig culnlries . A country nay purchase fore.gn
txclhiie uip tb an :a ..ounit equal to twice its IUl..ia at the
alte Of 50 eill etlL a ;yar, privided it ioes not posses II-

ready gold l.nd flree foreign exchange io an ilotit cxcee, d
ilYZ ib quota It is evident that this provliion i.s aimed at
not iallowrg any c'oiritly IL dsihilile a domillating positiolx
aid that Jlia sbhoulId PI to those :o[ Ii..r.. s tlat d lietd b h iln
most. A setoA d prisii, is that these loans may not be ilused
toi inalle [net exm lit of capital That is to ,ay i,, flights
friio the fillrc oI the liri sh*all be alluwed Tile British
plan 1ill Iunly iliuow blr'uiwLgs froIm the fe ntia, l lifnd tip to
the ;inthlAt of its qilaI. arid ill sly year may rot bhrrow
ill re Ihall 25 per cent f its uiia The Aml can plaln Will
al[[ow Iof hlbntnXirg Lip t, 125 pei cent of each cOcir.I'yI
(10ta 1 In the (XCladiari plai, if a iitv has borw tip
to 50 per enlt of its ljiita ill ainy year ii will be required tI
srl its flree foreitn xchange holdings oh gold to th, Cleiall
Fund The B Iritih plarl i si,rlar Io the Ca nadian as to the
ctiltril[ over borrowings an/d demtand for co]ltteral to~ ll(
put tp I those are heair>y If a ccinry hits bsed Ip It..e
thini 50 per cent oIf its II laI it may Ibe riliie d to i,-

piecite tit exthailgr rte, ,l'iji lti]ic' it.s gold aird ifle ix-
cange.. hIfi..dirisg and eItItii ils capfItal exprts It it h;is
{xhalsted 75 per cent of its quiot in tWO yeais it may be

tclrarled in default 'IPle American plan is l]e-I explicit than
the other two with regard t lIIIowIng It says that ese

ibuIn tIy be imposed I further borrowing iif a I,uilltr IS
using tip its quota tio quickly, It may be noted that the
Canadian plan would have decisions made by a sirptle msjrl
ty of votes noi by a fouri-filfh majority as in the Amrelicall

ti II, eeking t guald th9 rilhtl tI f il e I sIaIlet r .atio.s II
[n 5 sil-, be ntred that the alaest propii; I. e m Walhin1gton/
II. set up aa an iuxliawy I, the stA ilizatiiinI fuld a super-
rati al ha... r k icoilld ]resun1iabll y lake cale of the plea if
the1 CItladiall plai t Io I IItDi'iv Lt iln y the! Irtii[-ipI-
.!i Illtilit,

D)iffliulties il Wat of Agreement

IO)ikig nie ow [t Ihe tield as a wholl, what are w* t, sly
of St? It is ot at Ill difficult to se w"lere the diffficuties
(if aglreiliet will lie First of coulse il the ustlttltiio or

o.ld [h: Airel ieiI prli demiands net inIly that thie ...litas
Ibe baekii l,/ l Iy gold tail thai th ulDScriptionl to the
eentra fluid shall be LIb till [iii[yn .cd Itlhe ,rigtllnal daftl it
Was ]aid down that ]2 [i per 'eIit If these stIseriptiolls hall
be in golh I the revi'd ][drabt th; is rjadl diiuih stiffer aid
from 30 to 50 peIr cent is demnariuled iI riold That ieally
amiouiits Ui asqkJig tih particpalting clIin i ,,,thor than the'
Ullited States ', hand el' V eIey prtiile of giid they
pi"s Whit s to hap1 er i o those IoiIe that have
,Io gold, Ilry ]It] There erns Io Iie ri) anlsweri to
tht discel/iible at Ilre.eTit, It may be remarked that prob-
ably this olld clause, if it i agreed upon, might nd beal
Iso1 htaviY ,.ipoI Calada ras ali ol Od prodI.cl.r But with thie

greatly iie'Ilasedi forebinb ll to be experled, it niay be
feared lhi' even1 Canada lJIl fet[ I11wl pillch That t
Britain will assent t. this is hardly to /)eepce

fAt I ls ptai ii i ill I p ietit t, itrpo a si ge

At Thin p n tilt I , 1 Ii,; p,,Ii·Ib,,L II 11fill~ llill I, Il gg,,
tilon WouLd itt lid l possih.ble o, iielude siver anlld make

i a baetallie nitiard if~ t~hiIlie rtif i-xeiaric, illweeln
the two rnetias weie fixed i'i auilly. he hazalrds of
bLimetalain oluld ibe avoided N,,holL hs everl dnided that
international . i.. r-taHIlir i ptfetelI WLUIitb, The it¥ipI}ve
ished countries wll hal e g very lttle gold bul a hit (f silver. It
w¢ould help erey niaterially if they were ualtowed toIi make their
siibseriptiisii p Itly in gold if Ilhey halle aly, and partly in
i[ve.r It is very diffilit to find ally bljectior i to this

Ischme and a great del canil be slid hr ii It mlay also be
pioied out that ill restlin9 tlhe rIrkl-nIis o f itilpied
Europe e i''r iiuild play a very ilpota.t.ll pail.l It is Iit
hard ,to Iilagie, i hat the liibelated FreIich will ieel towards
oecLipatii niarks ;id hetVihy ieapnr rlniiei Give hthem f'iii,
hbely fise fitlie sill,,r pi,,t, itd thei eor'ndlnuce iit theii
moiie\ will .e resita et Ahead e hear io diffic i with
Arnigit [ii' iil S/ill ]1 i vlntirely .i/likeky that lh, ijljtih
will acccpt t1he giid c/iaisa of thie Anlrir alia pill Grat
HBiiaill "made a Ieiiibi silk, i ]925 i restoring goldl
pal'lI its rid We ImIy be Stie it ill ot ill .nt. reri'L t it

The etheil ;t),l.l' ii lte Woy of gi i-.e...it is the pro b-

let ot special ail, that is to ,a tI re{liioii of the stIr-
ling area W ilt W the (< inatres thai .[hliebld- to that plait evel
eagit' to I,2eirquili it' Again all tad I.. lIe said is fll
it w extmlryl> lrilily It is perlilienteI tu.I ibelrvel that te
FJee FeIIn3ch ha, sugges[tid thit a s; e, of blilp[ip oI (...it.
ties mighlt very ,el t ftii-ltIi]Ll inll the £,first year of the
,war an ai iai.e.rll'it was woi kri out Aher'{-is the flt ine tiid

ilthe poun. d Wet- ilked an. d woked quite a ifacetoiil-y ntil
he catstiophe o 1940

Is there ain.y ] [pl]( abl ra:sai LLn why the s:[e rl ng ite
shulId inot lo-e.xist with, Iha '[ we dr e all it" dllheIlar ore
To the itle Ct (idla would lbIioully adhei,' II night ..nt
hba at atll di'dvllntgeous fio Cil'iila ,l, do so

And ]lasilI t, -cid th ialt IoI rell f skitili of [he vaioull
plIas .i on ja' siluistict btil hati we 2,y t calistic note.
On..} thlg is petrfeetl clear, i, pltn canl Iirk unless the
natiil1 Ial)aNe, cail hl b' na]'! right -ad quickly enough toll
keP[i il r iiu withid1 Ini> Dint w1, ill be imrliesely dif-
fJClt:; it may ecIi be imponssibl'. Jw ar'e these favourable
and ..[touat,]l'abl ItauI.ce.. Io Ie aljtIsted? There is only
onae was and we may ti' Ixl /iIIirtr aiid ,Id acknowledge
it frankly. An iiufavicohl, baleatil car only be ,djusted
by Ii l, ol buIyinr less 0 id sellis more and a fvourablle
bdaliie by ;1 ouolt[ tlhilln 1s d bluy 1r1 nio]'

Canirada. the [i, !i States haIe 1l:,i[ in the happIy posi-
tiir 'If selling moi. thanl the' have bllht ard Great Britain

If ]ling ,miO i thanl she has sod if iliteil Nti'al balances
are to be roluek tah e iends wi[l hiae (0t be rever,,ed t'hat

Is going to be difficult: it may be iJ..piishble Hut if sme
workable se"llti'e ,or fiaragillg the iliter rtioal. exeht1Dge$
erLies It of It eI.. i'ivc,- a n i... ellt' ;divirilge will
have eetll gaiiiecd We cai. bllt hope that hmanl Ingenity
, I> sutieiu'rl t It aecI l i, ih tlis task,


