
THE INSTITUTE OF ECONOMICS 

OF 

THE BROOKINGS INSTITUTION 

The Carnegie Corpc;ration of New York in eatabliahing the Inatitute 
of Economica declared: 

"TIl< Carnegie Corporation, in committing to the T_ the ad­
minimation of the endowment, 0"'"' which the Corporation will have 
no control whatsoever, baa in mind a lingle purpc>Je-1l&lllOy, that the 
Inatitute ohall be conducted with the oole object of ucertaining the facti 
&beut current economic problelDl and of interpreting th... facta for 
the people of the United Statea in the molt oimp1e and underltandable 
form. The Institute ohall be administered by ita Trusteea without lOgan! 
to the opecial interest8 of any group in the body politic:; whether politic:al, 
IOCiaI. or economic." . 

PUBLICATION No. S2 

For a full lilt of publicatio ...... the end of the volume. 



THE BROOKINGS INSTITUTION 
The Brookings Institution-Devoted to Public Service through Re­

aearch and Training in the Social Sciencet--'Wu incorporated on De­
cember 8, 192-7. Broadly stated, the Institution has two primary purposes: 
The first i. to aid constructively in the development of BOund national 
policies; and the second is to offer training of a super-graduate character 
to studena of the social sciences. The Institution will maintain a eeries 
of co-operating institutes, equipped to carry out comprehensive and inter­
related re.search projects. 

The respolllibility for the final determination of the Institution'. poli_ 
cies and its program of work and for the administration of its endowment 
is vested in a self-perpetuating Board of Trustees. The Trulteet have, 
however, defined their position with reference to the investigatioDi con.­
ducted by the Institution in a by-law provision reading as follows: "The 
primary function of the Trustees iI not to express their view. upon the 
scientific investigations conducted by any division of the Institution, but 
only to make it possible for such scientific work to be done under the 
most favorable auspices." Major responsibility for "formulating genen! 
policies and co--ordinating the activities of the various divisions of the 
Institution" u vested in the President. The by-laws provide .110 that 
"there shall be an Advisory Council aelected by the President from among 
the scientific ltaiI of the Institution and representing the diiIerent divi­
siOOl of the Inttitution." 

BOARD OF TRUSTEES 

WHITEFOOG R. CoLE VERNON KELLOCC 
NO .. MAN H. DAVIS JOHN C. ME .... IA .. 
FIlEDERIC A. DELANO HAROLD G. MOULTON 
CLAUNCE PHELPS DoDGE JOHN BUTON PAYNE 
jEltOME D. GREENE LESSING ROSENTHAl. 
DAVID F. HOUSTON LEO S. ROWE 
MORTON D. HULL BoLTON SMITH 

HAU.Y BROOKINGS WALLACE 

OFFICERS 

FUDEltlC A. DELANO, Chaintum 
LEO S. ROWE, V ice-C1uzirmtm 
HENItY P. SEIDEMANN, Treasvrlr 
HAROLD G. MOULTON, Pr.sitlmI 
LEVERE'IT S. LYON, ExeCUl~e Vke-P,esitlml 

ADVISORY COUNCIL (1933-34) 

A .. NoLD B. HALL LEVE .... n S. LYON 
CHAIlLES O. HAIlDY EDWIN G. NOUUE 

LEO PASVOUIY 



CURRENT MONETARY 
ISSUES 



BREAKDOWN OF THE INTERNATIONAL MONETARY 

SYSTEM, 1931-33 
Average Monthly Ratios of Principal Depreciated 

Currencies to Respective Gold Parities 
PERCEN'TMJE Dr PNUTY 

TCDIfwt;()('JU 

oJf#JJ~~£J 
ANAPA 

.." 



CURRENT MONETARY 
ISSUES 

BY 

LEO PASVOLSKY 

WASHINGTON, D. C. 

THE BROOKINGS INSTITUTION 

1933 



71'2.11 

CoPYIJCHT, 1933, BT 

THE BROOKINGS INSTITUTION 

Set ap and printed. 

Publiohcd DC<aDbcr, '933. 

Second ImpreuioD January, J9U 

All ri,hu racrved, incJudin, the ri,bt of reproduction 
in whole or in part in an,. form. 

PMuJ ;. 1M UoiIU _, .f A"';" ~ 

Ceo... Baa.. Pabliohio. eo...-
M ....... W"uco_ 



Each i""estigatio., conducted under the /JUStices of The 
Broolrings . Institution is in /I "ery real sense an institutional 
product. Before /I suggested project is undertaken ;, is gWen 
thorough consitJeratio." not only_by the Director ond the_ltDff 

. members of the Institute in whose field it lies, but also by the 
A dwory C ouneil of The Brookings Institution, composed of 
the President, Institute Directors, ond leading staff members. As 
soon os the project is D'jfrOfJed, the i""estigation is placed under 
the supervision of a special committee consisting of the Director 
of the particular Institute in whose field it falls and two or more 
selected staff members. 

It is the function of this committee to adwe ond counsel with 
the author in planning the analysis ond to gi"e such aid os may 
be possible ;,. rentlering the study worthy of publication. The 
committee may refuse to recommend its publication by the I .... 
stitution, if the study turns out to be defectifJe inliterory form or 
;f the analysis ;,. general is not of a scholarly character. If, how­
ever, the work is admittetlly of II scholarly charllcter lind yet 
members of the committee, lifter full discussion, cannot agree 
with the author on certoinphoses of the analysis, the study will 
be published in /I form satisfllctory to the author and the tlit­
agreeing committee member or members may, if they deem the 
mlltter of sufficient importance, contribute criticisms for publica­
tion os dissenting footnotes or os appendixes. 

After the book is appro"ed by the Institute for publication a 
digest of it is placed before the A dwory C ouneil of The Brook­
;"gs Institution. The Adwory Council does not underell"e to 
reWll or etUt the manuscript, but lIach """"",er is IIfforded an 
opportunity to critit:iru the analysis lind, if so disposed, to pre­
'Parll II dissenting opinion for publication in the "olume. 



DIRECTOR'S PREFACE 

The year 1933 has witnessed the taking, either by 
legislative enactment or by executive order, of several 
steps which have profound significance for the monet~, 
banking, and fiscal future of our country. Some of these 
nieasures--for example, the so-called "Thomas amend­
ment"-were merely permissive in character. Hence the 
precise naMe of the changes which are being introduced 
into our financial system is to be discerned only in the 
light of unfolding events. It has seemed to the Insti~ 
tute of Economics, therefore, that great service in the 
understanding of developments and in the formulation 
of intelligent public opinion could be rendered through 
a series of current studies of these measures and of such 
lines of governmental action as emerge from them. 

The present volume is the first result of such studies 
to be published. It undertakes to lay a foundation for the 
subsequent books and pamphlets in this series by pre­
senting a general survey of the monetary issues which 
have dominated world economic discussions during the 
past year. After showing the divergence of opinion be­
tween various groups and nations participating in inter­
national discussions and negotiations during the course 
of the year, its sets forth the trend of monetary develop­
ments in the United States. 

In view of the fact that monetary policy in this coun­
try is still in a state of flux, we believe that the presen­
tation of this analysis at the present moment is peculiarly 
timely. Our ability to present the book now, however, 
is not the result of hurried work, but is due t~e fact 
that researches in this field were begun by us a long 'time} 
ago. For several years Mr. Pasvolsky has been devoting. 
close study to the problem of the stabilization of the ex-
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x DIRECTOR'S PREFACE 

changes and other monetary developments in post-war 
Europe. For this purpose he has made twc? extended 
visits covering the principal countries of Europe and was 
at Geneva during the preparations for the World Mone­
tary and Economic Conference and in London during 
the sessions of the conference. Upon his return to the 
United States it seemed wise not to defer any publication 
in this field until he could prepare a long and technical 
volume on the researches which he had been conducting. 
Instead we decided to bring those studies to a sharp focus 
at this time upon the immediate problem which is con­
fronting the United States today in the form of a shorter 
and less technical treatment for ~ larger audience. 

No effort is made in this small volume to pass judg­
ment upon the whole range of specific monetary issues 
which now confront the world, or to suggest any specific 
program. We confine our attention here to indicating 
the vital relationship of present monetary policies to eco­
nomic recovery. Other studies now under way in this 
series will deal more specifically with such problems as 
the following: The adequacy of the gold supply; the 
relation of unstable exchanges and devalued currencies 
to foreign trade and commodity prices; techniques and 
effects of foreign exchange control; and others. 

This series is under the general supervision of Charles 
O. Hardy. Others who have served with the Director 
as a committee co-operating with the author in the prepa­
ration of this volume are Harold G. Moulton and 
Cleona Lewis. We have also had the aid of an advisory 
committee of the Social Science Research Council. 

Institute of Economics 
December 1933 

EDWIN G. NOUIlSE 

Director 
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