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Prestige versus Reason in Currency Policy 
O n c e  again,  G e r m a n  economic  
pol icy  exper t s  did not  reckon 
wi th  Genera l  de Gaulle.  The  
enfan t  t e r r ib le  of the  EEC up- 
set  the  dec is ion  of the  Bonn 
cu r r ency  conference,  too. The  
G e n e r a l - - t r i u m p h a n t  on all  
ba t t le f ie lds  {! ) - -obviously  inter-  
p re ted  a deva l ua t i on  of the  
Franc  as an  open  avowal  of his  
economico-pol i t ica l  failure. This  
fact and  the  e x u b e r a n t  v i c to ry  
ce lebra t ions  of a mis informed 
G e r m a n  press  con t r ibu ted  much 
to the  surpr i s ing  decis ion:  the  
"g rande  na t ion"  does n o t de-  
value!  

But ne i the r  the  cont ro l  of ex- 
changes  nor  the  r igid economy 
measu res  should  suffice to mas- 
ter  the  crisis and  to res tore  the  
n e c e s s a r y  conf idence  in the  
s eve re ly  wounded  currency.  
Drast ical  re ta l i a t ion  measures  
b y  o ther  nat ions ,  which could 
h a v e  ser ious  consequences  for 
EEC and  GATT, are much more  
presumable .  A new era of 
p ro tec t ion i sm is by  no means  
any  longer  utopia.  

But w h o m  conce rn  economic  
conca tena t ions ,  if pol i t ical  pres-  
t ige is at  s take? The W e s t  Ger-  
man  poli t ic ians,  too, did not  at  
all g ive an  example  of eco- 
nomic reason  in the i r  f ight  for 
the  DM, w h e n  t hey  firmly pro- 
mised  not  to upva lue  dur ing  the  
months  unt i l  t he  elect ions.  In 
this, however ,  t hey  held  a much 
more  conv inc ing  pos i t ion  t h a n  
the  French. 

W i t h i n  one  yea r  only, Min-  
is ter  Schiller 's  "upswing  made  
to measure"  led the  Federa l  
Republ ic  out  of the  shadows  of 
recess ion  s t r a igh t fo rward  to the  
s u n n y  hills of a boom. Employ- 
men t  and  p roduc t ion  rose again;  
G o v e r n m e n t  expend i tu re  was 
not  excess ive ly  h igh  and  pr ices  
r ema ined  stable.  Bu t - - suppor t -  
ed b y  the  lax economic  pol ic ies  

of the  USA, Grea t  Bri ta in  and  
F r a n c e - - a l s o  the  h igh  expor t  
surplus  of t he  p reced ing  y e a r  
cont inued.  This  a roused  suspi- 
c ions of a DM-revalua t ion .  
Specu la t ion  came in. Be tween  
N o v e m b e r  15 and  19 alone,  
specu la t ion  capi ta l  to the  va lue  
of DM 7.1 b i l l ion  f lowed into 
the  Federa l  Republic.  This  was  
r ea son  enough  for France  and  
Grea t  Bri ta in  to d e m a n d  ener-  
ge t ica l ly  a r eva lua t i on  of the  
G e r m a n  currency .  But did not  
the  cause  of the  p rec ip i ta te  
f l ight  to the  DM main ly  l ie in  
the  fact  tha t  these  na t ions  we re  
suspec ted  to deva lue  and  more-  
ove r  made  no secre t  of the i r  
inc l ina t ion  for a control  of ex- 
changes? 

So, F rance  a few months  ago 
dem ons t r a t ed  tha t  it has  no  
scruples  r ega rd ing  such a step. 
Now the  model  pupil  Federa l  
Republ ic  was  to be  pena l i sed  
for the  ca re lessness  of the  
others .  

Min is te r  Schil ler  v igo rous ly  
s t ruggled  aga ins t  sacrif icing,  
w i thou t  fight, the  resul t s  of his  
work  on  the  a l t a r  of inter-  
na t iona l  sol idari ty .  In the  has t i -  
ly  cal led mee t ing  of the  Club 
of Ten, he  ach ieved  his  "opera-  
t ion  m a d e  to measu re" :  Ins tead  
of reva lua t ion ,  a f iscal  b u r d e n  
on  G e r m a n  expor ts  and  a facili- 
t a t ion  of impor ts  b y  v a r i a t i o n  
of the  ra tes  of the  t u r n o v e r  tax 
re fund  and  the  t u rnove r  equal-  
i sa t ion  tax. These  measu res  
were  comple ted  by  some fur ther  
regu la t ions  des igned  to f ight  the  
w a v e  of excess ive  s p e c u l a t i o n - -  
tha t  are, however ,  on ly  of a 
shor t - t e rm nature .  

It is the  ini t ia l  a d v a n t a g e  of 
the  fiscal r egu la t ion  tha t  de 
facto the  r e v a l u a t i o n  effect has  
b e e n  reached:  

[ ]  The  m e a s u r e  d i rec t ly  effects 
the  t rade  ba l ance  s u r p l u s e s - -  

the  ma in  s t umbl ing -b lock - - and  
this  means  a concess ion  vis-a- 
vis the  pa r tne r  states.  

[ ]  The  compl ica ted  t rade  wi th  
ag ra r i an  produc ts  is not  af- 
fected. 

[ ]  Moreover ,  the  b u r d e n  on  ex- 
ports  and  the  faci l i ta t ion of 
impor ts  puts  an  obs tac le  to the  
pr ice  rise, which is the  r isk pre-  
va i l ing  dur ing  the  nex t  months .  

[ ]  And  finally, the  measure  can  
be  va r i ed  in the  shor t  run, and, 
if required,  be  r emoved  or 
prolonged.  

It  is qui te  poss ib le  t ha t  wi th  
this  concep t  fore ign t r ade  and  
paymen t s  can to some ex ten t  
be b rough t  aga in  into equi l ib-  
r i u m - u n l e s s  this  concep t  is 
w e a k e n e d  by  var ious  wa ive r s  
for different  branches.  In com- 
b ina t ion  wi th  the cu r r ency  loan  
to France,  to which G e r m a n y  
con t r ibu ted  most ,  and  a Franc  
deva lua t ion ,  this  concep t  could 
h a v e  b r o u g h t  aga in  a calming-  
down  at  'the cu r r ency  front.  
Genera l  de Gaul le  has  p reven t -  
ed  that ]  

It is now abso lu te ly  poss ible  
tha t  the  DM anew comes  into 
the  f i re-zone of specula tors  or 
tha t  in  the  W e s t e r n  indus t r ia l  
s ta tes  a r o u n d a b o u t  of protec-  
t ionism beg ins  to t u r n - - w i t h  
consequences  for the  in te rna-  
t ional  economy,  which canno t  
ye t  be  foreseen.  This  mus t  be  
avo ided  unde r  any  circum- 
s tances .  Despi te  all  so lemn de- 
c la ra t ions  not  to upvalue ,  Min- 
ister  Schiller kep t  a small  back- 
door  open.  He does n~t  in tend  
to m a k e  this  s tep "going-i t-  
a lone".  A compr is ing  re-deter-  
mina t ion  of the  cu r r ency  pari-  
t ies has  been  ove rdue  for a long 
time. Maybe ,  the  f requen t ly  
r epea t ed  cu r r ency  crises h a v e  
the  resu l t  t ha t  this  ac t ion now 
gains popu la r i ty  and  advocates .  

Dietrich Kebschull 
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