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Notes on the Contents
The Leaning Tower of Dollars. Warren F. Hickernell is well known for

his lectures and writings on panic and depression. Until recently he
was head of the Tax and Finance Division of the Department of
Commerce, and before that he was economic analyist with the
Bureau of the Census. Author of "Financial and Business Fore-
casting" and "What Makes Stock Market Prices."

False Thinking About Exports. Leverett Lyon is chief executive officer
Of the Chicago Association of Commerce and Industry. He is the
author of "Government and Economic Life," "The Economics of
Open Price Systems," and many other books on politics and eco-
nomics, besides being co-editor of "Text Books in Social Studies."

Moscow's American Forecast. W. A. Jansen is an assumed name. The
author is not Russian, but the Russians know him very well, and
he has near relations in Soviet Europe who might be troubled. It
may be said only that he is an economist with a diplomatic back-
ground.

The Taft-Hartley Act. Murray T. Quigg wrote the American Affairs
Pamphlet entitled "The Law of Labor." He is a member of the New
York Bar, was formerly editor of Law and Labor and has devoted
himself to the study of the principles of political freedom as they
apply to an industrial society, with its large-scale organization of
work.

The Liquidation of War. Arch W. Shaw, who has retired to an observa-
tion tower, was Conservation Director of the War Industries Board
in World War I and later Chairman of President Hoover's Commit-
tee on Recent Economic Changes, which produced a classic work
of reference. He has had, moreover, a successful business career.
This article is an abridgment of a pamphlet entitled "The Individ-
ual and the Postwar Period."

What Technology Has Done to Us. This disturbing paper by Dr. Ro-
land P. Soule was the feature of Alcoa's Tenth Annual Engineers'
Night, at the Hotel Schenley, Pittsburgh, April 28, 1947.

The Price of Freedom. H. W. Prentis, Jr. This is an abridgment of an
address delivered at the Midwestern Conference of the Controllers'
Institute. Mr. Prentis, who is president of the Armstrong Cork
Company, came to business long ago from the academic world. He
is widely known for his tireless devotion to educational work and
public service. His speeches on the meaning and principles of free-
dom are memorable.
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Review and Comment
By the Editor

IT is solemn economic jargon to say that the
British Government has suspended the converti-

bility of the pound sterling. What it has suspended,
or thinks it has suspended, is the function of price;
and what else it has done has been to drive converti-
bility into the black market. For all the British
Government can do, the pound sterling is converti-
ble into dollars at a price, and so is any money that
is current, even Chinese money. The simple fact is
that the world does not think the pound sterling is
worth four dollars. The British Government says it
is. The International Monetary Fund says it is.
Therefore that is the official price. But when, under
the terms of the Anglo-American Loan Agreement,
the British Government undertook to keep pounds
and dollars interchangeable at that official price
everybody with a pound wanted four dollars for it
and nobody with four dollars would give them for
a pound. Thus there was a flight from pounds to
dollars. At the end of five weeks the British treasury
had to give it up. But instead of letting the pound
sterling fall to a price at which the world would not
think it was overvalued in terms of dollars the
British Government said: "We suspend converti-
bility."

THE magnificent purpose of the International
Monetary Fund was to enable member nations

to correct "maladjustments" and states of "dis-
equilibrium" in their trade accounts with one
another without resorting to restrictive measures
that would be injurious to trade. Maladjustment and
disequilibrium are euphemisms for either a bad
debtor position, which may come from over-
borrowing, or an adverse balance of trade, which is
from buying more than you sell. Well, the Inter-
national Monetary Fund now is working. If you
look at the foreign exchange table in the daily press
you will see a wonderful thing. Officially there is
perfect monetary stability in the whole world. In

terms of the American dollar the value of other
people's money changes hardly at all from day to
day or from week to week. But behind these appear-
ances there is nearly everywhere a black market in
money, and even where there is no black market
there are unofficial rates very different from those
you read in the exchange tables. Officially and for
all purposes of intergovernmental transactions the
pound sterling is quoted at $4.03, and yet privately
in Wall Street you can buy a pound sterling for less
than three dollars. Actually, as everybody knows,
all over the world there is a concealed monetary
chaos, and, contrary to the expectation that the
International Monetary Fund would enable coun-
tries to correct "maladjustments" and "disequilib-
rium" without resort to measures injurious to trade,
barriers are everywhere rising against American
goods. Great Britain has insisted that the terms of
the Anglo-American Loan Agreement be modified
to permit her to buy more within the British
Commonwealth where she can pay with pounds and
less from the United States, where she has to pay in
dollars, even borrowed dollars. This was one thing
she had undertaken not to do because it means dis-
crimination against American goods. This you
might have expected.

BUT Latin American countries also are raising
barriers against American goods. Hardly was

the ink dry on the American loan to Mexico,
which was to support the peso and sustain
American-Mexican trade, when Mexico announced
measures to restrict the buying of American goods.
Brazil has suddenly increased her tariffs against
American goods. Argentina is doing it. Referring
to the "wide restrictions on imports" announced
at mid-year by the Central Bank of Argentina,
Samuel Montague & Company (London) in its
foreign exchange circular said:

"It is not entirely unexpected, as it was known that
the government had been making large purchases in
the U.S.A. for the National Five-Year Plan; further-
more, the quays on the Buenos Aires docks are stacked
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high with crates crowded with vehicles of all kinds,
especially lorries, jeeps, et cetera, American surplus
stocks of war materials. The Argentine authorities are
meeting the situation by taking steps to check their
heavy flow of imports."

Canada's foreign trade presents a very lively pic-
ture, exports and imports both rising, and yet in her
account with the United States there is a serious
"disequilibrium" and proposals for correcting it go
so far as the suggestion that the amount of money
Canadian tourists may spend in the United States
shall be limited by law. The Financial Post says:

"If the United States takes no steps to meet the
European need until some time in 1948, then Canada,
like Great Britain, may inevitably have to take pretty
stringent and restrictive measures to conserve her
dwindling supply of U. S. dollars. Equally, if the
Marshall Plan were to collapse entirely, it would be
inevitable that Canada would have to reorient her
economy almost entirely."

THE truth is that the appearance of monetary
stability, vouched for in the foreign exchange

table by the line "Rate under International Mone-
tary Fund," is an illusion bought and paid for day by
day with American dollars. The truth is that the
"disequilibrium" of the world in its accounts with
the United States is so extreme, so incredible, so far
beyond every shape of experience since the begin-
ning of international finance, that no one can
imagine how it may be corrected by any known
formula save one, and that one is the formula of
free disaster. Somehow it will have to correct itself.
The prospect, including the dread of disaster, is
commonly accepted with a kind of fatalism. People
say the circumstances to begin with were beyond
all historical experience. In the postwar world it was
only the United States that had a great surplus of
productive power; therefore it was obliged to as-
sume the role of universal supplier whether any-
body could pay or not. That is true for only part of
the way. In so far as it may be true it need not have
entailed ruinous consequences. When and if the
debacle comes we shall say that some of the worst
consequences were unnecessary. Why, for example,
should the quays of Buenos Aires be groaning under
the weight of American goods? Argentina was not a
war-torn country. It was richer after the war than
before. Why couldn't its Five Year Plan have
waited on the reconstruction of Europe? Partly the
"disequilibrium" of the world in its account with
the United States is owing to that illusion of mone-
tary stability created by the International Mone-
tary Fund. When it came time for the International
Monetary Fund to fix the exchanges, meaning by
that the value of the pound, the French franc, the

Argentine paper peso and so on, in terms of the
dollar, it was obliged to accept in each case the
member country's valuation of its own money, and
since every foreign country was going to be either a
borrower or a buyer in this dollar country it valued
its own money as high as it could. The result is that
every important currency in the world is over-
valued in terms of the dollar, or, to say it the other
way, the dollar is undervalued in terms of foreign
currencies. The effect of this is to cheapen the cost
of American goods valued in foreign currency; it is
as if we had subsidized American exports in favor
of foreign buyers.

ONE of the ruinous ideas current in the world
is that the United States produces annually

an enormous surplus of wealth that must somehow
be disposed of in foreign countries. Sir Stafford
Cripps, President of the British Board of Trade,
says:

"There is a balance of production in the United
States of some $12 to $13 billion a year, which must be
transferred to the rest of the world or the rest of the
world must go without."

He exaggerates it somewhat. Our deliveries to the
world over what we receive from the world (our net
exports) may amount this year to $10 billion. Last
year they were considerably less. You may take the
average for two years to be roughly $73^ billion.
Multiply $7J^ billion by four and you get $30 bil-
lion. Right? Hold that figure in your mind for a
moment; it will be coming back. In response to the
so-called Marshall Plan sixteen deficit European
countries, led by Great Britain and France, as-
sembled their finance ministers, their experts and
their economists in Paris to determine the very
minimum amount of American aid they would need
in the next four years. After some weeks of very
earnest figure work they arrived at the sum of
approximately $30 billion. The American Govern-
ment had not intended to interfere. The idea was
that the European nations should write their own
balance sheet and present it. But when the State De-
partment heard of this astonishing statistical coin-
cidence it sent representatives to Paris to say the
figure of $30 billion was fantastic. In any case the
American Congress would never consider it. At this
the sixteen nations were not only hurt; they were,
to use the words of newspaper correspondents, stiff
and recalcitrant. They scaled their figure down but
they did it with very ill grace. Their attitude maybe
explained by reference to a second idea, namely, that
the Americans must go on disposing of their surplus
production abroad to keep their inflationary boom
from going bust. Europe got that idea first from the


