
Hamburg Institute of International Economics (HWWA) (Ed.)

Article  —  Digitized Version

Uruguay: A duel for a stable currency

Intereconomics

Suggested Citation: Hamburg Institute of International Economics (HWWA) (Ed.) (1968) :
Uruguay: A duel for a stable currency, Intereconomics, ISSN 0020-5346, Verlag Weltarchiv,
Hamburg, Vol. 03, Iss. 1, pp. 5-,
https://doi.org/10.1007/BF02930416

This Version is available at:
http://hdl.handle.net/10419/137848

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your
personal and scholarly purposes.

You are not to copy documents for public or commercial
purposes, to exhibit the documents publicly, to make them
publicly available on the internet, or to distribute or otherwise
use the documents in public.

If the documents have been made available under an Open
Content Licence (especially Creative Commons Licences), you
may exercise further usage rights as specified in the indicated
licence.



dollar freight, however, could raise the sterling rates 
particularly for voyage charter above 14.3 per cent--  
that is the amount of the devaluation. 

The British shipowners have to keep to as large as 
possible a settlement in pounds, as they have to pay 
for the main part of their harbour fees, bunkering, 
etc. in foreign currencies, the price of which has risen 
by about 17 per cent because of devaluation. 

From all this the resulting cost rise for British ship- 
ping will be in the region of s 50 to s 60 million. 
About three fifths of this amount fall to the share of 
liner shipping carrying high quality export products. 
This increase could be covered by raising liner 
tariffs by 5 per cent. It is supposed, however, that 
foreign conference lines have insisted that the in- 

crease in sterling freights must be 12 to 13 per cent. 
Consequently British export--in view of the by now 
more expensive dollar freights and increasing ster- 

ling rates--will lose devaluation advantages in sea 
transport, re. 

Uruguay 

A Duel for a Stable Currency 

O n  November 6, 1967, the Uruguayan currency was 
devalued for the fourth time--this time by 50 per 
cent. The welfare policies of the government, which are 

characterised by the employment of 40 per cent of 
the working population in the public sector, seems 
thus to have failed. 

In the attempt to solve the many economic problems 
of the country the devaluation can only be the first 
step. In the near future, it will be necessary above all 
to check the enormous rise in the cost of living. Even 
in South America, which is quite used to inflation, 
Uruguay holds the sad record of a price rise of 107 
per cent during the last twelve months before the 
devaluation. But the prc>spects of a stabilisation are 
diminished by the high demand for imported con- 
sumer goods. Immediately after devaluation, a number 
of retail-trade prices rose by 60 to 90 per cent, and 
the trade unions at once announced new demands for 
higher wages. In addition, the chances of holding 
back budget expenditure will be minimised by high 
subsidies to agriculture, which is to produce the 
foreign exchange indispensable for the industrial 
development of the country, as the amount of private 
investment will not suffice for the planned growth. 
The European trip of the Foreign Minister, Luisi, was 
therefore closely allied to the intention to make 
publicity for the stabilisation policies of the Govern- 
ment, and to make suggestions for consolidating the 
debts and to give incentives for extended invest- 
ments. 

With its new policy Uruguay apparently wants to 
fall in line with the directives and recommendations 
of the IMF, which up to now have been closely con- 
tested. Thus, the Minister for Finance, Charlone, has 
placed himself in a .directly opposite position to that 
of his predecessor, Vascanellos, the present leader 
of the opposition. Vascanellos's policies had instigated 
the late President, General Gestido, and the Foreign 
Minister, to challenge him for a due l~a  fight which 
never took place. The accomplishment of the stabili- 
sation policy will probably be in many ways more 
difficult than such a duel. ke. 

Currency Problems 

Curing the Symptoms 

W ith the devaluation of the pound sterling the 
international monetary system has, once again, 
become the focus of attention. It is sa~d that France, 
now it has forced Great Britain to take such a de- 
cisive step, wants to push the US dollar from its 
position as the leading world currency. According 
to General de Gaulle, gold ought to take over the 
function of a reserve currency, in so far as the price 
of gold is to be increased. 

In the post-war period the present system of gold- 
currency standard made possible an extraordinary 
growth in world trade; today, however, the worry 
about the workability of the international currency 
system is by no means a concern of France only; the 
weakness of the system is caused above all by a 
dollar crisis due to the long standing balance of 
payments deficit of the USA, which in turn brought 
about a heavy flow of gold out of the USA, particu- 
larly to the Western European countries. Even the 
London Gold Pool, established in 1961, does not seem 
to be able to guarantee the stability of the gold price 
in dollars. This year the member countries have al- 
ready had to make 14 special contributions to the 
pool; France has withdrawn from the pool altogether 
and the USA has had to take over France's part. 

President Johnson has renewed his pledge to keep 
the dollar stable in relation to gold. Whether this 
pledge can be kept depends on several conditions. 
One way out of the present dilemma is to mobilise 
extra international currency reserves, e.g. in the form 
of special drawing rights, as decided on by the IMF. 
This measure could be workable, it is, however, a 
curing of the symptoms only. If the exchange rates 

and the gold price in dollars were to remain stable, 
an elimination of the US balance of payments deficit 
is indispensable apart from international agreements. 
It would otherwise not be possible in the long run to 
maintain the gold parity of the dollar, not to mention 

a demonetisation of gold and its unimaginable and 
disastrous consequences, hch. 
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