













































































































































































































































































Inflation in an International Context
Walter E. Hoadley

MR. HOADLEY: 1 must say that 1 have listened with great interest to the
general discussion thus far, but particularly to the repeated references to
international developments and influences. Quite properly, we have globalized
this discussion in a significant way. I believe we have stated before that inflation
has now reached a point where it is so strong and pervasive an international
problem that no single nation can solve it, at least in the short run, by itself. And
probably in the long run as well.

When we were together at the end of last year, the world inflation rate was in
the vicinity of 10 pereent, insofar as we could crudely measure it. Worldwide
inflation, at least in the developed countries of the free world, now is certainly
12 percent or higher. Most of the difference can be attributed to the Arab oil
price increase. Also contributing are some lingering inflationary aspects of
shortages of food and commodities in general, plus some other price increases
arising out of monetary disturbances and higher interest rates.

We have, for modern times at least, a rather unique situation of worldwide
inflation in which every country is importing it from somewhere else, and also
exporting it somewhere else, It is difficutt to put your finger on cause and cffect
in order to understand and measurc what is going on. Pcrhaps the most
important question is what are the consequences of all this? For the first time 1
have 1o say that we seem to be approaching a level of worldwide inflation which
suggests there is a point of no return on the horizon: that is, without a fairly
severe international cconomic adjustment. Alan ventured 15 percent as the
inflation **break-up” number for the United States. There may very well be a
similar number for the world, no doubt somewhat higher.,

Having recently returned from a trip through much of Asia, I did not find a
single country in which inflation, as locally measured, was less than 15 percent,
From Japan all the way down to Indonesia, I found a lot of 15 pluses,
Fortunately, there are still a few pockets of moderate inflation, but they are
hard to find.

1 do not think we are in imminent danger of an international adjustment of
serious proportions in 1974, but we are building up to a level of inflation which
is going to be awfully hard to get down from without many people getting hurt
in the process. At lcast that is my feeling at the present time. What compounds
the problem is something we discussed around this table before; namely, the
more or less simultancous facing of problems of an almost identical nature all
over the world. We do not have the law of compensating adjustiments, or
compensating errors, to help us to the degree that we have had previously. All
major nations are essentially in the same boat. The difference is in degree and
there is, in my judgment, increased vulnerability for the world cconomy.

We have talked a good deal already about the political and noneconomic
overtones of inflation. let us just remind ourselves of some of the practical
developments resulting from high inflation in recent weeks around the world. It
is hard to find a country that has truly stable political leadership. Few countries
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