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cooperate on some such plan for stabili-
zation. How will they be able to de-
velop a firm international measuring 
rod for their currencies? The only 
happy solution of this problem is for 
England definitely to stabilize the 
pound. As soon as tha t happens the 
other nations on a paper basis merely 
have to decide where to fix their 
currencies in relation to the pound. 
From a practical point of view, such an 
international currency policy would 
function jus t the way the gold standard 
did before the War , and the nations 
that have remained on gold would not 
need to doubt the stability of British 
currency. Nothing new would be in-
volved here, nothing experimental. If 
England will assume responsibility for 
maintaining the purchasing power of 
the pound at a fixed rate, then we can 
all reckon on the paper-currency sys-
tem's functioning well. Such a plan 
would undoubtedly lead to an inter-
national currency system based on 
sound foundations. Destroyed confi-
dence would be restored and conditions 
would again be favorable for a rise in 
stock-market prices. 

The natural objective of an inter-
national agreement among nations with 
paper currencies would be for all states 
that signed such an agreement to 

renounce any promise to maintain a 
fixed rate of coverage for their paper. 
Such an agreement would not only 
give these countries valuable freedom 
of movement but under every, cir-
cumstance would represent a first step 
toward returning to the international 
gold s tandard when this return seemed 
desirable. Furthermore, by creating a 
currency system of their own, the 
nations with paper currency would 
enormously strengthen their position 
in relation to the nations that remained 
on gold. If negotiations were to occur 
later regarding a general return to the 
gold s tandard, the nations with paper 
currencies tha t had signed, the agree-
ment would occupy a strong position. 
They would not need to accept any 
gold currency that was not suited to 
the level tha t their own paper cur-
rencies had reached, and, finally, their 
joint experiences would give them a 
clear conception of the conditions under 
which an international gold s tandard 
could be expected to function freely. 

These questions are more than im-
perative. They must be attacked with-
out any fur ther delay. A conference 
among the leading nations with paper 
currencies should be summoned as soon 
as possible to plan the only possible 
way out of the present currency crisis. 

T A R I F F S A N D T H E M O N E Y S Y S T E M 

By SIR NORMAN A N G E L L 

From the Spectator, London Conservative Weekly 

P E R H A P S the most amazing feature 
of the tariff discussion is that none of 
the tariff advocates, so far as I am 
aware, has troubled to deal with the 
relation of the tariff problem to that 
monetary dislocation which is : the 
major and central problem of the mod-
ern economic world. 

There lie before me as I write two : 

authoritative documents of the Federa-

tion of British Industries dealing with 
the necessity of tariffs. They enter into 
considerations of the balance of trade; 
the necessity of stimulating the home 
market ; the incidence of an ad valorem 
tariff; the necessity of distinguishing 
between raw materials and manu-
factured articles, between manufac-
tured articles tha t are the raw material 
of other industries and manufactured 
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articles that are not; the position of 
agriculture, of the Dominions, of impe-
rial preference; the need of elasticity 
in the tariff for the purpose of negotia-
tion with other countries. But as to the 
bearing of a tariff upon the reestablish-
ment of a sound money, the stabiliza-
tion of the pound, or the chaos in 
international finance, there is not one 
word. The implication is that tariffs 
have no bearing on the monetary 
problem, or so little that it can be 
disregarded. 

Yet note the following facts, and put 
them side by side. First, the fact that 
the nation has jus t had a financial 
shock, the like of which it has not 
known in all its modern economic 
history. We were, in the view of very 
many, and particularly perhaps of the 
conservatively minded, brought to the 
edge of the financial abyss, an abyss in 
which the whole money device threat-
ened to collapse. And without the 
money device the economic processes 
by which our closely packed, urbanized 
populations are fed and clothed come 
to a stop. The point is not whether in 
fact we were as near as all that, but 
that most Conservatives, particularly 
protectionists, believed we were. 

Beside that fact put the second one: 
the situation that produced the crisis 
was brought about by a maldistribu-
tion of monetary gold due in its turn 
largely to tariffs, or other features of 
financial, economic, and political na-
tionalism. Certain creditor countries, 
France and the United States, insisted 
upon the payment of very heavy debts 
that the War had created. Since these 
debts amounted to very much more 
than the whole of the available gold in 
the world, they could be paid ultimately 
only in goods—the expansion of world 
trade, the exchange of goods for goods. 
But as soon as the debtor states, in the 
attempt to secure the credits with 
which to pay their debts, expanded 
their foreign trade, offered goods, that 

is, tariffs rose almost automatically. 
The debts had to be paid in gold. 
Creditor states sucked in gold from 
debtor states, till the latter were 
pushed off gold. The gold standard 
collapsed as a basis for most national 
currencies. Quite obviously it must 
collapse again if similar conditions are 
reproduced. 

It is universally admitted by all 
students of the problem that there can 
be no cure for the monetary crisis 
except by international arrangements 
concerning the monetary device de-
signed to prevent the dislocation occa-
sioned by the financial and economic 
nationalism that has occasioned the 
present breakdown. 

By the side of this second fact, put 
a third. The same section of the popula-
tion that was most panic-stricken at the. 
dislocation of the money system has 
been demanding a tariff, a ' thorough-
going tariff ' ; continues to demand it, 
and in its advocacy implies that there 
is not the most distant relation between 
tariffs and monetary collapse. Tha t 
aspect of the problem is simply dis-
regarded. There are promises that the 
new tariff is to be a 'scientific' tariff, 
that it will not be permitted to raise 
prices (though the farmer or manu-
facturer whom the tariff is to save is 
not likely to be cheered by the fact that 
prices, which he has been telling us 
spell ruin, are not to be raised), but 
there has been nowhere any suggestion 
that it is our business to consider the 
effects of the tariff on the economic 
stability of foreign nations. 

Y E T consider one detail of this rela-
tion of tariffs to the monetary problem. 
Very shortly the 'standstill ' agree-
ments, in respect of German commer-
cial credits, expire. Only by the most 
careful and skillful nursing will Ger-
many be able to meet those credits and 
avoid complete default. A stiff tariff, 
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such as the British protectionists pro-
pose, might well, indeed almost in-
evitably would, in the particular 
circumstances of the moment, give 
Germany the final push over. Now 
complete German default would, with-
out any sort of doubt , mean a banking 
and financial crisis here. We can give 
up talking then about the stability 
of the pound. 

To those who favor tariffs and who 
at the same time have had grave fears 
about our money system, who have 
visions that there might happen to their 
money what happened in Germany, 
that they might wake up one morning 
to find that a thousand pounds would 
buy one egg for breakfast but not two— 
to protectionists who have these anx-
ieties, I would pu t a very simple 
question: Do you deny that such an 
event as the default of Germany on her 
commercial credits would deeply affect 
our own financial welfare, vitally affect 
the problem of a stable money in 
Great Britain (recalling the fact that 
it was the failure of an Austrian bank 
which precipitated the crisis in Au-
gust) ? If your reply is that of course 
the security of our own money is 
wrapped up in German or other foreign 
solvency, then I would put a further 
question: Do you deny that a stiff 
tariff by Britain would gravely affect 
German solvency jus t now, Germany's 
capacity to maintain those exports by 
which alone she can find means of 
paying her debts? And if you reply 

tha t of course you don't deny tha t 
either, then I would follow with the 
third question: Are you going to take 
that effect of the tariff—the effect upon 
the financial welfare of foreign nations 
(since tha t welfare affects the stability, 
the very existence of our money)— 
into account? Is that aspect going to 
be included in your ' scientific inquiries' ? 

If you reply, No, then I would point 
out tha t any pretense tha t your 
tariff is in the least degree a scientific 
one must be dropped; that it is ad-
mittedly a hit-or-miss, bull-in-a-china-
shop a t tempt which simply refuses to 
consider the nation's most vital interest 
—a reliable money, which alone enables 
us to carry on our foreign trade. If, on 
the other hand, you reply, Yes, that of 
course the scientific tariff will take into 
account the effect upon the solvency 
of our foreign customers and debtors, 
then I suggest tha t it should be drawn 
up in consultation with them; tha t 
any inquiry or investigation tha t pre-
cedes the imposition of a tariff should 
afford an opportunity for consultation 
with them; and tha t tariff-making 
should become, what it has never been 
in the past , a mat ter of international 
conference and agreement. So long 
as it proceeds on the assumption— 
which tariff-making in the past has 
always done—that its effect upon our 
debtors and customers is something we 
need not trouble about, it can never do 
aught in the long run but worsen the 
troubles it professes to cure. 

T H E R E V O L T O F T H E I N V E S T O R 

By M . J . B O N N 

Trans la ted from the Neue Frete Presse, Vienna Liberal Dai ly 

T H E E N D of capitalism is now it is in Germany, where before the 
being proclaimed on all sides. I t is not War capitalism still had to share 
being proclaimed so loudly, to be sure, power , with feudal forces, and where 
in such capitalist strongholds as Eng- after the War it apparently emerged as 
land, France,, and the United States as the real victor of the social revolution. 
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