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Ways of Solving the Dollar Problem 

T he  t h r e a t  of p ro tec t ion i s t  measu res  on  the  pa r t  of the  USA is hang ing  l ike the  
sword  of Damocles  ove r  the  economy of the  world.  Faced  wi th  the  u rgen t  need  

to t  r e s to r ing  the  equi l ibr ium in the  ba l ance  of payments ,  a t  leas t  app rox ima te ly  and  
tha t  as quickly as possible,  m a n y  A m e r i c a n  pol i t ic ians  would  seem to be  more  inc l ined  
to f avour  a re lapse  into p ro tec t ion i sm r a t h e r  than  pu r sue  a pol icy  of res t r ic t ing  the 
economy at home.  They  h a v e  obv ious ly  learned  no th ing  from the  exper i ences  of the  

thir t ies .  

For m a n y  weeks  now the  A m e r i c a n s  h a v e  been  hes i ta t ing ,  wonder ing  which of the  
two ways  to choose. This pe r iod  of indec i s ion  may  be  r ega rded  as t ime was t ed  or t ime 
gained.  Time was ted  if r e a s o n a b l y  the rapeu t i c  measu res  are  to be  taken,  tha t  is 
t empora ry  measu res  des igned  to res t r ic t  in te rna l  d e m a n d  b e c a u s e  for such measu res  
to h a v e  a dec is ive  effect on  the  ba l ance  of paymen t s  t akes  in any  e v e n t  long enough.  
On the  o ther  hand,  v a l u a b l e  t ime would h a v e  b e e n  ga ined  if a f te r  the  per iod  of 
hes i t a t ion  it t u rned  out  tha t  e v e n t s  had  r ende red  the  p l anned  p ro tec t ion i s t  measu res  
obso le te  and  superf luous.  And  for some l i t t le  t ime now the  hope  has  been  dawn ing  
tha t  this  m ay  be  the  case. Tha t  hope  is cal led "de-esca la t ion"  of the  V ie tnam war.  

Es t imates  v a r y  of the  b u r d e n  the wa r  in V ie tnam imposes  d i rec t ly  and  indi rec t ly  on  
the  A m e r i c a n  ba l ance  of payments .  But much can  be  said in  suppor t  of the  v iew tha t  
the  b u r d e n  is now  ra the r  h e a v i e r  e v e n  t han  last  yea r ' s  inc reased  deficit  of $ 3,600 mil- 
lion. Admit ted ly ,  an  apprec iab le  reduc t ion  in the  scope of the  wa r  in V ie tnam or e v e n  
a cessa t ion  of hos t i l i t ies  ove r  a wide  area  would  not  au toma t i ca l ly  r emove  the  s t ra in  
on Amer ica ' s  fore ign  exchange  posi t ion complete ly ,  at  leas t  no t  in the  fo reseeab le  
future.  Never the less ,  t ha t  s t ra in  could b e  a l l ev ia t ed  to the  ex ten t  of b r ing ing  n e a r e r  
the  t ime w h e n  the  b a l a n c e  of p a y m e n t s  is ful ly res tored.  The  res t  could be  safely 
left to the  normal  economic  t rend in the  USA, for such a deve lopmen t  in the  V ie tnam 
confl ict  would  u n d o u b t e d l y  lead  to less hec t ic  bus iness  act ivi t ies .  

Prospects  are thus  b r igh t e r  of so lv ing  the  foremost  of the  p re sen t  in t e rna t iona l  m o n e t a r y  
problems.  This p rob lem has  a r i sen  because  t he  res t  of the  wor ld  is showing  inc reas ing  
r e luc t ance  to acqui re  more  c la ims on  the  dollar.  For the  t ime  being,  however ,  it re- 
mains  ques t i onab le  w h e t h e r  the  so lu t ion  to the  A m e r i c a n  ba lance -o f -payment s  problem,  
which seems to b e  in the  offing, will b r ing  abou t  a "s tab le  equ i l i b r ium ' .  In this  con- 
nec t ion  we are  th ink ing  not  so much of the  unce r t a in ty  su r round ing  the  future  deve lop-  
men t  of the  cost  and  pr ice- level  in  the  USA and  in count r ies  tha t  are  Amer i ca ' s  mos t  
impor t an t  compet i tors .  The  p resen t  t rend  d is favours  the  USA, but  this  m a y  soon change.  
W h a t  we  are conce rned  wi th  is r a the r  the  economic  c i r cums tances  in which it will  be  
poss ible  to res to re  the  ba l ance  of paymen t s  in the  fo reseeab le  future.  These  circum- 
s tances  will be  m a r k e d  by  a s lowing  down of economic  g rowth  in the  USA, and  at 
the  same time, by  a s t rong expans ion  in W e s t e r n  Europe. 

However ,  the  A m e r i c a n s  c a n n o t  to le ra te  a p r o n o u n c e d  s lowing down of the i r  economic  
growth,  let  a lone  s tagnat ion ,  for a n y t h i n g  but  a shor t  time. For them r e a s o n a b l e  ex- 
pansion,  i.e. one  t ha t  more  or less absorbs  the i r  p roduc t ive  capaci ty ,  is no  fet ish bu t  
a v i ta l  necess i ty  in v i e w  of the  g rowing  racial  conflicts.  A m e r i c a n  economic  pol icy 
must  the re fo re  b e  ben t  on sho r t en ing  as much as poss ible  the  expec ted  per iod  of de- 
celerat ion.  It is then  t ha t  it wi l l  become  ev iden t  w h e t h e r  a r e n e w e d  e x p a n s i o n  of 
bus iness  ac t iv i ty  will  once  aga in  upse t  the  r ecen t ly  res to red  ba l ance  of payments .  
Should  this  be  the  case, the  t ime would  def in i te ly  be  r ipe for t ak ing  a fresh look at 
the  dol lar  problem.  

Now, t ak ing  a f resh look means  cons ider ing  all  the  means  of achieving equi l ibr ium in 
the  ba l ance  of p a y m e n t s  compat ib le  wi th  a wor ld  economy  based  on a d iv i s ion  of 
labour.  This  exc ludes  fu r ther  res t r ic t ions  on  conver t ib i l i ty  and  any th ing  impeding  
the  progress  of t r ade  l ibera l i sa t ion .  W h a t  migh t  b e  cons idered  is a red is t r ibu t ion  of 
"pol i t ical  bu rdens"  and  a b o v e  all  of d e v e l o p m e n t  aid. A n o t h e r  sub jec t  for deba te  could  
be  the  pa r i ty  of the  dol lar  in  re la t ion  to the  o ther  currencies ,  bu t  on ly  as par t  of 
i n t e rna t iona l ly  conce r t ed  ac t ion  to d i s en t ang l e  the  whole  exchange- ra te  s t ructure .  
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