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Who’s afraid of a strong U.S. dollar? President Trump has remarked that it

“causes a little difficulty with doing business, frankly.” Treasury Secretary

Steven Mnuchin has claimed that a weak dollar is “good for us,” citing its

impact on exports. Mr. Mnuchin is right that a weak dollar would be good

for U.S. exports, but he’s wrong if he thinks it would benefit the economy as

a whole. On the contrary, a weak dollar would impoverish the country.

Wealthy nations have strong currencies. A strong dollar allows Americans

to buy goods, services and resources from other countries at low prices.

Foreigners want to hold strong currencies, so they give goods in exchange

for dollars that cost the Fed almost nothing to print.

Several industries do stand to gain by pressuring for a weak dollar. That

would make U.S. products cheaper and more attractive for foreign buyers,

meaning U.S. manufacturers would export more, creating jobs and perhaps

higher wages for their workers.

But the

country

would be

worse off. A

weak dollar

would

increase

inflation, and

require

Americans to

pay more for

what they

buy from

other

countries. Americans also would have to pay more for products that the U.S.

exports, as elevated foreign demand would increase prices at home.

Additionally, U.S. businesses—and indirectly, their investors—would

receive less value when they export goods and services, many of which are
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high-tech products foreigners can buy only from the U.S.

In short, with a weaker dollar, the U.S. would pay more for everything it

buys and receive less for everything it sells. That’s not how countries

become or stay wealthy.

Of course, the benefits of a strong dollar are not equally distributed. The

rich consume more imported products, so they gain more. But this doesn’t

mean we need to hurt the country with a weak dollar to help the working

class. A strong dollar expands the economic pie, allowing the government to

transfer some of the resulting benefits from the rich to the working class,

leaving everyone better off.

Any such redistribution policy must be crafted carefully to avoid reducing

incentives or opportunities to work. The best approach is to provide

subsidies to employers for hiring low-income workers. Wage subsidies

would ensure that more of these workers would be employed and earn

higher wages—a central object of weakening the dollar achieved at a far

more reasonable cost. Wage subsidies also ensure that all recipients are

working, making the country wealthier and more productive. The

government should also support training programs to help the unemployed

and underemployed acquire the skills necessary to produce the high-tech

products that the U.S. exports.

Although right-leaning Americans often oppose such government

interventions, they are preferable to the alternatives. We would be worse off
if voters used the ballot box to skew the exchange-rate policy or elect

socialist politicians making dangerous promises.

Making the economic pie bigger is always better than fighting over how to

cut it up. And the American pie is largest when the dollar is strong.

Transferring some benefits of a strong dollar to the working class is the

price the wealthy in this democratic country must pay to stay wealthy.
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