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The World Currency Problem 

A t its a n n u a l  mee t ing  in Rio de Jane i ro  the  In te rna t iona l  M o n e t a r y  Fund has  not  
depa r t ed  from its ass igned  fundament ,  the  Bre t ton  Woods  Agreement .  A free ba l ance  

of p a y m e n t s  equi l ib r ium wi th  s tab le  exchange  ra tes  and  au tonomous  cycl ical  pol icy 
r emains  the  uppermos t  p r inc ip le  of i n t e rna t iona l  cu r r ency  pol icy also in the  future.  
The abol i t ion  of the inc iden ta l  condi t ion  of "s table  exchange  ra tes"  was  not  ser ious ly  
discussed,  and  the  re jec t ion  thus indi rec t ly  expressed  of a pa t  so lu t ion  for the  wor ld  
cu r r ency  prob lem by  means  of f lexible exchange  ra tes  is t ru ly  and  sure ly  to be  wel-  
comed. On the  o the r  hand,  however ,  an  "au tonomous  cycl ical  policy" remains  upheld.  
This  means  tha t  one  also came no nea re r  to the  opposi te  solut ion of the  world  cu r r ency  
prob lem by way  of synchronisa t ion  of the cycl ical  pol icies  of the  var ious  countr ies .  

Ins tead,  the  Club of the  Ten  succeeded  in Rio in b r ing ing  abou t  a compromise :  The  
i m p r o v e m e n t  of i n t e rna t iona l  l iquidi ty  resu l t ing  from the  newly  c rea ted  special  draw- 
ing r ights  widens,  if and  w h e n  necessary ,  the  marg ins  of in t e rna t iona l  paymen t s  and  
thus  na r rows  the  t ens ions  b e t w e e n  s tab le  exchange  rates ,  on  the one  hand,  and  auton-  
omous  economic  policy, on the  other.  

But it is doubtful  w h e t h e r  a h igher  l iquidi ty  a lone  will suffice to reduce  the dangers  
of the  p resen t  Dollar  rese rve  currency.  Replacing the Dollar  by ano the r  r e se rve  com- 
ponent ,  such as, for ins tance,  the  special  d rawing  rights,  would  mean  tha t  wi th  this  
measu re  as such no th ing  would  yet  be  ga ined  on pr inciple .  It is to be  held  aga ins t  all 
such solut ions  tha t  t hey  c i r cumnav iga t e  the  p ivota l  ques t ion:  the  synchron i sa t ion  of 
cycl ical  policies.  It is all too eas i ly  ove r looked  that  the world 's  m o n e t a r y  imba lance  
is not  so much a ques t ion  of the  cu r r ency  sys tem but  r a t h e r  one  of the  economic  and  
m o n e t a r y  t r end  in the  var ious  count r ies  themselves .  The  f inanc ing  of ba l ance  of pay-  
ments  deficits by  means  of special  d rawing  r ights  can  also not  do a w a y  wi th  the  
necess i ty  of na t iona l  adapta t ions ,  and  the  economic  pol icy of any  g iven  coun t ry  must  
also take  its effects on  o ther  count r ies  into due  cons idera t ion .  Remarkah le  as the  
progress  ach ieved  th rough  the  c rea t ion  of special  d rawing  r ights  is for the  ra t ional i sa-  
t ion of the  W o r l d  Cur rency  System, one  still  must  a t t empt  to replace  the  m o n e t a r y  
imba lances  by  discipl ine  in cycl ical  pol icies  and  in t e rna t iona l  co-opera t ion  in these  
impor t an t  mat ters .  

It is true,  the  first  beg inn ings  of an  a imed wor ld  wide  l iquidi ty  policy are now de- 
tec table ,  bu t  t he re  is no sign of p re l iminar ies  of a new phase  which would  br ing  
about  a cycl ical  pol icy  wi th in  the  f rame of the  en t i r e  W e s t e r n  world.  One  thus remains  
c l inging to the  s ta r t ing  poin t  of Bre t ton  W o o d s  in t rying,  as before,  to ta l ly  au tonomous  
cycl ical  pol icy  and  s tab le  exchange  rates.  

If, however ,  it p roves  imposs ib le  to r e tu rn  to the  gold s t andard  which would chain 
credi t  pol icies  and  cycl ical  pol icies  wor ld  wide  to the  s tab i l i ty  of the  exchange  rates,  
and  if also t he re  is no chance  to uni fy  global ly  the  cycl ical  policy,  then  the  poss ibi l i ty  
of a g l o b a l  so lu t ion  mus t  be ruled out  a l together .  

But the  r e g i o n a l  solut ion on  the  s t r eng th  of European  in teg ra t ion  offers ano the r  
way  to approach the  wor ld  cu r r ency  problem:  The European  indus t r ia l  "power  field" in 
which the  t e n d e n c y  towards  au tonomous  economic  pol icy in the  var ious  s ta tes  had  
its s t ronges t  effect shou ld  be p laced  un i formly  aside, and  on par  with,  the  Amer ican ,  
Sovie t  Russ ian  and  J a p a n e s e  economic  enti t ies .  The pa th  into a new wor ld  economy 
the re fore  leads  v ia  the  regional  so lu t ion  as ini t ial  s tage  towards  a ha rmon ious  wor ld  
economic  order.  

In this  context ,  a uni form European  cu r r ency  p o l i c y - - n o t  necessa r i ly  t a n t a m o u n t  to a 
common  c u r r e n c y - - i s  not  on ly  an  essent ia l  par t  of European  in teg ra t ion  but  also an  
all impor t an t  p re -condi t ion  for a so lu t ion  of the  wor ld  cu r r ency  problem. It would  be  
poss ible  to o v e r c o m e  most  of the  diff icult ies if concu r r ence  could be  b rough t  abou t  
on ly  b e t w e e n  the  economic  blocs of Nor th  Amer i ca  and  Europe and  b e t w e e n  the se  
two and  Japan ,  respect ive ly .  This  t ra in  of t h o u g h t  appl ies  foremost ly  also to the  
ques t ions  of i n t e rna t iona l  l iquidi ty  and  the  p rob lem of the  Dollar  r e se rve  cu r r ency  

which were  d i scussed  in Rio. Andreas Pred~hl 
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