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As the General Election approaches it becornes‘digiculr to recapture the contexf 

This chapter f rom a classic work rcstores perspective 

to the year when the Labour Government 

took ofice 

of 1945. 

What Did the War 
Cost Britain ? 

BY w. K. HANCOCK & M. nf. GOWING 
IIE radiance of the earlier visions as from America’s officially a 
of a “brave new wor ld  had cer- pointed VJ-Day, which was fixed SUE: 

tainly been dimmed by the time the sequently for Sept. 2. The abrupt 
war end,ed. To uote Lord Keynes, cessation of supplies already in the 
Britain was face! with what might “pipeline” would have completely 
be called “without exaggeration and disorganized British economic life 
without implying that we should not and the British G0vernmen.t under- 
recovcr from.it, a financial Dunkirk.” took to purchase them, on terms to 

T h e  uotation is taken from a he negotiated later as part of a 
paper wxich came before the War general financial settlement. Before 
Cabinet on Aug. 14, 1945, the day on the Japanese war ended, both 
which Japan accepted unconditional Governments had already be un 

cussion upon it laid stress on the Washington in September upon the 
things that Britain herself could do. suh,ject of Britain’s financial position. 
But they would take time. In  the VJ-Day made the talks far more 
balance of payments for 1946, 1947 urgent. In  the first week of Septem- 
and 194R the prospective deficit was ber, a British mission headed by 
so great that, unless substantial new Lord Keyncs arrived in Washington. 
aid were secured from the United The  primary aim of the mission 
States to compensate for the im- was to negotiate dollar credits. In 
minent closure of lend-lease, the addition, it had to discuss the wind- 
nation would he “virtually bankrupt ing-up of lend-lease and the imple- 
and the economic basis for the hopes mentation of Article VI1 of the 
of the public non-existent.” Mutual Aid Agreement. All these 

On Aue. 17. President Truman matters were closely intertwined and 
issued a directive ending lend-lease all were finally included in a com- 

surrender. T h e  paper and the dis- preparations for talks to be he1 % a t  

FmnBrUith W a v . % m ~ b #  W. R. I l l m d a n d N .  Y.Qmiw. B.N.S.O.. I940 
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prehcnGve “economic concordat” be- 
tween the Unircd States and  the 
Unired Kingdom. 

We nlay begin by recording the 
final and complete setdement of 
lend-lease. Orer the whole period 
from March, 1941. to September, 
1945. the balance in favour of the 
United’ Stares in the mutual aid 
books was in round terms about 
$ZI,OOO million. But by the settle- 
ment of 1945 Britain was required to 
pay n o  more than $650 million, or 
116z million sterling. T h e  settle- 
ment was on its own standing fair 
and indeed magnonimous. It did 
not slioulder the United Kingdom 
with an  repyments  tor purely war- 
time a i d  This item at least was not 
added to the costs of ,the war that 
the British nation would have to 
meet in the peace. 

. Costs to be Borne 
The Washington negotiations of 

1945 made it clear that these costs 
were, in truth, already burdensome 
enough. 
(I First. external disinvestment: in 
the period from September, 1939. ro 
June, 194.5, this added up to a total 
of L4.198 million. Of this total 
1 1 , 1 1 8  million represented the sale of 
capital assets, l z .879 million the in- 
crease in external debt and E152 mil- 
lion the reduction in gold and dollar 
reserves. 

Next. shipping: after allowing for 
the return of ships belonging to 
other countries. the merchant shio- 
ping fleet ot the United Kingdoh 
and Colonies. which hail been so 
valuable a source of foreign ex- 
change. was about 30 per cent. smal- 
ler at  the end of June, 1945. than it 
had been on the outbreak of war. 

Next, exports: durine the first 
nine months of 194.q. British exports 
had risen above the low level of ,944: 
but they were still not much more 
than 40 per.cent. by volume of the 

1938 level. 
a Last. the military aftermath: it 
WAS clcar thar, the iosts of the war 
would not cease to accumulate now 
that the Japanese had surrendered. 
The afternlath would involve the 
Government in expenditure abroad 
which, although lower than in war 
time, would be far higher than 
before the war. War-time bills 
would be presented in arrears; more 
imporrant still, there would be the 
costs of occupntion and policing. 

When the British negotiators in 
Washington looked forward to 1946. 
therefore, they foresaw a huge deficit 
in the United Kinqlom’s balance of 
pnyments. Assuming an export and 
import price level double pre-war, a 
very rough calculation suggested that 
the deficit in visible trade which had 
been about L3oo million in 1938 
might be l650 million in 1946. 
Government expenditure aliroad 
which had been I 1 6  million in 193s 
might be L300 million in 1946 and 
net invisible income might shrink 
from the 1938 figure of C248 million 
to EIZO million. Altogether, the 
estimate, the precariousness of which 
was often stressed. was that the 
deficit in the balance of payments in 
1946 might be l 750  million even with 
a very austere import programme. 
The years after 1946 were of course 
even more uncertain. T h e  hypo- 
thesis then held was rhat the adverse 
balance would diminish until equi- 
librium was reached, possibly in 
1951, But by .that time the cumu- 
lative adverse balance might he 
L1,250 million or even higher. 

These calculations and the need 
for a relentless export drive had ro 
be viewed against the background of 
Britain’s internal economy. AI June, 
194.5 Great Britain still had nearly 
45 per cent. of its labour force in rhe 
Services’ nnd munitions industries, 

‘ Only z per cent. were producing ex- 
L‘ports and less than 8 per cent. were 



COST OF 
.proyiding and maintaining the 
nation’s capital e( uipment 

In some ways. lioweser,.the high 
war-time mobilization promised 
peace-time conipcnsations. In par- 
ticular, the employed population in 
mid-1945 was about three million 
higher than in inid-ig3g- artly be- 
cause of an increase in t i e  f labour 
force and partly because of a rcduc- 
tion in unemployment. This increase 
over re-war would cot be main- 
r a i n e l i n  its entirety in peacetime; 
but  in all robability it would at  
least more tgan balance the nation’s 
war casualties. They fell far short 
of the dreadful total of the First 
World War, but were nevertheless 
g.rie\(ous; rather more than 3G3.000 
civilians and members of the Forces 
had been killed or were still missing. 

In Seneral, it was not doubted in 
1945. , that man-power, highly 
mobilized though it was, would re- 
distribute itself pretty quickly among 
peace-time tasks. It was not ex- 
pected that a distorted distribution 
of man-power would be a permanent 
cnst of the war. But there were 
some exceptional and very intract- 
able man-powcr problems. The  war 
had dealt harshly with one or two 
basic industries whose osition had 
been difficult enough begre  it began. 
Coal was the outstanding example. 
By 1945, for the first time for a cen- 
tury and more, plentiful and cheap 
coal had ceased to be the basis of 
British economic life. The  number 
of wage-earners on colliery books 
had fallen from j8z,ooo in 1938 to 
709,ono’ in 1945; wx-time efforts to 
rebuild the Inhour force had never 
met with much succrss. ’ Early 
attempts to rebuild the textile indus- 
tries had also been ‘unpromising. 
The estimated numbers employed in 
these .industries, which were so im- 

ortant for the export trade. had fal- 
E n  from approximately 997,000 in 
June, 1939, to 6 1 9 , ~  in June, 1945. 

T H E  WAR 673 
The, “undermanning” of certain 

vital industries was not the only cost 
of the war in man-power terms. The  
war had also affected elliciency tis 
measured by output per man year. 
The  statistical difficulties of measur- 
ing changes in productivity are for- 
midable. and there is not the 
evidence for drawing general con- 
clusions. In some cases, however, 
the position is clear. We h a w  already 
seen the serious fall in output per 
man in the coalmining labour force. 
This fall, added to the decline in the 
total of thc mineworkers, had been 
largely responsible for one of the 
war’s most dangerous l e g a c i e s a  
grave coal stocks and. production 
problem. It is also certain that dui- 
Ing the war productivity in the 
huilding industry had shown a 
marked fall. 

The Credit Column 
There were some items to be put 

in the credit column of this reckon2 
ing of efficiency. A n  outstanding 
example was agriculture. During 
the war, the value of the net agricul- 
tural output at  constant prices had 
increased by about 35 per cent. In- 
tensive investment in pftrol-driven 
machines had made British agricul- 
cure among the most highly 
mechanized in the world, wirh 
igo,ooo tractors compared with a pre- 
war figure of 60,000. It appearcd 
that output per man year had risen 
by as much as io to 15 per cent. and  
that these results were more than 
enough to compensate for the costs 
of the war that had arisen ,through 
a reduction in livestock. It was pos- 
sible that some. though not all. of 
this increase could be carried for-) 
ward for peace-time purposes. 

It is possible that the war had  
brought increased efficiency to some 
other industries-for’ example, to 
some fond industries, b w t s  and 
shoes, tobacco and tinplate. I n  the 
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engineering industry, the war had 
brought much that was new in mass 
production techniques. In many sec- 
tors of the industrg, these techniques 
were not applica le to peace-time 
production, hut in other sections- 
inotor cars, for example-they 
Iromised real peace-time benefits. 
\ l i e  nieasura!ile evidence about all 
these influences, however, is scanty. 
And even where efficiency increased 
during the war, the increase was not 
necessarily sustained in the post-war 
years. 

Loss of Wealth 
One of the main methods of meet- 

ing the internal cost of the war was 
by depreciating “non-war” resources 
and property; In addition, there 
was extensive war damage to 
property-much of i t  industrial 
plant. A very rough estimate that 
was produced during the Washing- 
ton talks in 1945 su gested that 

investment over the war period had 
together destroyed about io per cent. 

. of the pre-war national wealth. With 
external disinvestment added, the 
calculation of the loss of wealth 
reached 25 per cent. 

Seen in total fi ures the United 
Kin dom’s capita? eqhpment  un- 
d o u b l y  suffered heavy deprecia- 
tion during the war. T h e  private 
net capital loss a t  ,home. from 
1940 to 1945 inclusive has been esti- 
mated in very rough terms at  more 
than 11.700 million. This figure. 
however, did not represent the total 
loss to be made good; part of the 
capital maintenance which would 
normally have been required was to 
provide for consumption that had 

, been not merely postponed but per- 
nianently forgone during the war. 
Moreover. the total figure of loss con- 
ceals some important items on the 
credit side. British agriculture was 
far better equipped than before the 

physical destruction an f internal dis- 

war. Although the coalmining in- 
dustry had sutfered for other reasons 
a calaniitous fall of productivity, it 
possessed a t  the end of the war more 
machinery for cutting, conveying 
and loading coal-though less for 
cleaning it-than it had possessed at 
the beginning. 

Ahore all, the Group I or 
munitions industries-metals, en- 
gineering and chemicals-had bene- 
lited from a great increase in their 
capital equipment. The  figures for 
the loss of national wealth and the 
figures for private disinvestment do 
not take account of govcrnment 
capital expenditure during the war 
which had a peace-time use. Be- 
tween April, 1939. and hlarch, 1945, 
the Government spent well over L9m 
million gross on capital expenditure 
--buildings and plant-in the 
mmirions industries alone. A small 
part of this figure consisted’of over- 
seas expenditure. The  domestic 
figure, moreover, would have to be 
substantially written down to arrive 
at  the value of the capital assets that 
were available and suitable for 
peace-time production. T o  take one 
exaiiiple. machine tools: some of 
the tools providcd by the Gorern- 
inent were worn ont and the rest had 
depreciated by the end of the war. 
Nevertheless, at  the end of the war 
machine tools worth about Lioo mil- 
lion were available for disposal to 
private industry. Some of the tools 
were useful only for war production, 
but even after making all allowances 
the en5ineering industries un- 
doubtedly derived great benefits 
from these acquisitions. Not  only 
could the munitions industries buy 
government-owned tools and plant 
at  the end of the war: during the 
war their finances were strong and 
in the later years they were able to 
reolace equipment far more rapidly 
than was normal in peace time. 
Another example is government 

i 
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buildings; bctween the end of the 
war and the end of June, 1948, about 
75 million square feet of govern- 
menr-owned factory space had been 
allocated for peace-time industr 

T h e  loss of capital equipment &r- 
ing the war, then, was not quite so 
great. as it sometimes seemed. But 
in s tie of qualifications the loss un- 

This deterioration in the nation’s 
capital position could he expected to 
havc two ill effects on the peace-time 
economy. In the first lace, it would 
retard production, bot[ directly and 
also indirectly through its impact 
upon the living conditions of a 
people who in any case were bound 
to suffer the after-effects of six years 
of over-work and over-strain. In the 
second place, the necessit of replac- 

strong1 with other urgent demands 

Paramount among these were ex- 
ports, which were quite literally a 
matter of national life and death. 
But there were other urgent claims 
besides. There was relief in the re- 
occupied countrirs, which again 
meant exports. And there were the 
demands of the civilians at home 
who, in the six years of war, had re- 
ceived Icss than four years’ normal 
supply of clothing and less than 
three years’ supply of household 
goods-ro rake a t  random rwo 
examples out of many. Private 
stocks of all civilian goods were low 
and clamoured for replenishment; 
stocks in the hands of distributors 
were eqitally low. 

Thus the war had left vast unsatis- 
fied claims upon production. It had 
also left dangerously large accumula- 
tions of purchasing power. War- 
time taxation. it is true, had been 
heroic; it had produced drastic 
effects rtpoti the distribution of in. 
come between different classes and 
had powerfully restrained inflation. 

dou e redly remained very heavy. 

ing the lost capital wou Y d compete 

upon t K e nation’s production. 

But taxation had not been the only 
mcans whereby the Government had 
got into its hands the means of pay- 
ing for the war. There were “the 
post-war credits:’ a kind of forced 
savings collected with income tan 
but not strictly a part of it; these, to 
be sure, need have no inflationary 
effect after the war, because tlic 
Government could determine the 
time of their release. It was dif- 
ferent with the voluntary savings 
which had reinforced taxation; any 
person could turn his war savings 
into spendable cash at  any time. In 
addition to these savings, there were 
the Service gratuities. 

The Lesson of Costs 

Within the realm of home financq 
perhaps the most insidious legacy of 
the war was a habit of mind. The  
reckonings of national achievement 
to which people had accustomed 
theniselves had been in physical 
terms. Finance had. lost its tradi- 
tional significance as a criterion and 
a method of control. The  call had 
been for production and for govern: 
ment s ending without too close a 

people, as well as for their defeatcd 
enemies, a painful and dreary course 
of “re-education” lay ahead. 

We  are tempted to lengthen the 
perspective a little-to re-assess the 
costs of the war to Britain from the 
vantage point of 1947, when the 
initiative of an American Secretary 
of State launched the European Re- 
covery Plan. By that time, the early 
and in Some respects misleading 
sport of recovery, which had been 
made in 1946 by Britain and some 
of her neighbours, had been arrested. 
It had become clear that the costs 
of the war were far more complex 
and cut far closer to the bone than 
had been realized earlier on. 

In the special case of the United 
Kingdom, it would plainly take far 

regard P or the costs. For the British 
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'Ion er than had been expected to 

on consumption and capital r d s ;  
dining that time, the con icting 
clainis upon limited economic re- 
sources-which to a degree unprece- 
dented in history must be devoted 
to cxgort-w.pukl be fierce indeed. 
But t c special case of the United 
Kingdom was erer where inter- 
woven with the s ecia Y case of many 
another nationay economy. T h e  
eflects of many distortions in the 
channels of trade were all apparent 
within two years from the end of the 
war. Tltere were other distortions 
whose effects were longer delaycd; 
sooner or later, for example, Britain 
could expect to experience new diffi- 
culties in placing exports owing to 
the rapid iiiilustrial growth of coun- 
tries which formerly had been large 
buyers of British manufactures. 

The  costs of the war to the United 
Kingdom and to the international 
community in which the United 
Kingdom earns its living will not be 
fully rccognizahlc until the violent 
elforis and upheavals of 1.93pi945 
have receded into a more distant per- 
spective. I'crspective, of course, 
rcachcs backwards from 1909 as well 
as forwards from 194.5. Historians 
are already busily reminding us that 
our niain economic problems. most 
notably those of the balance of pay- 
ments and the capital equipment of 
industry. are not completely new 
creations of the Second World War. 
To be properly understood, these 

ma & . '  e up the urears  , of expenditure 
f pfoblems, we are told, must he en- 

visaged as currents of tendency 
whose direction can be traced quite 
clearly from the 18;o's onwards. This 
reminder is a necessary one; hut it 
is no less necessary to rcmember the 
differetice in character and conse- 
quence between a gentle current and 
a wild cataract. 

A still longer perspective may be 
recalled here both as a reminder that 
war economy has its theory and also 
that each particular war economy in 
its own particular timc has charac- 
teristics peculiar to itself. Despite all 
the contrasts of technology and of 
economic magnitude between the 
wars of the Napoleonic Age and 
those of the twentieth century, there 
are some striking parallels between 
the situation of the United Kingdom 
in the earlier age and the situation 
of the United Stares in the later one. 
Each of these two countries. in its 
own fortunate time. was able to use 
the expinsion of its ex oris as an  
instrument of war; each Found itself, 
a t  the conclusion of war. in some 
degree compensated for its efforts 
and sacrifices by an immense en- 
hancement of its comparative 
economic strength among the 
nations. But the United Kingdom 
in the twentieth century fnnnd itself 
in quite the opposite situation. T h e  
nation's struggle after the Second 
World War to overcome the conse- 
quences of an effort which had so 
heavily overtaxed its economic 
strength was bound to be a long one, 

I 

=:=:= 
What India Wants 

Mr. Pandit Jawaharlal Nehru. Prime Minister of India, sees no dawer of 
economic imperialism from lnrpe amounts of U.S. private capital inverted in the 
development of his country. I t  should be possible to m m n ~ e  for such invest- 
ment without interference with the neneral economic ororramme of India. 
In  New York, Mr. Nchru spoke of problems of food and food prices as orimnry 
ones. His countv would like to have il sufficient qiivntitv of wheat panlv for 
larger distribution and partly as a reserve rtock to help keep down prices. Wheat 
is one way the United States can help, hc declared. India needs technical 
assistance and machinery from the United States. Trainins of Indian students 
in the United Stater and importation of ' I  high-class professors and technical 
experts " are the other ways. October 18, 1949 " 



Surpluses of food may accumulate 
while need and hunger continue i n  
other parts of the world. T h e  Food 
and Agriculture Orgonisarion of 
United Nutioris oflers this solution- 

A World Commodity 
Clearing House 

T 11s Sixth Session in Paris the A :  C.ouncil of FAO ex rcssed 
apprehension about the &I; of 
agriculrural prices and its concern 
that surpluscs of particular agricul- 
tural products inight accumulate in 
soine areas whilst need and hunger 
continued elsewhere in the world. 
The  Council askcd for the rccom- 
mcnrlation of measures that would, 
consistent with the fiiiidamental 
objectires of the FAO, avert [his dan- 
ger. 

One ohyious solution, and one that 
accords with basic objectires of FAO 
in the achieving of higher standards 
of nutrition, is to enlarge the use of 
farm prodricts. This can be 
approachcd in either of two ways. 
One coiirsc is to attempt to link the 
production of food directly to thc 
nurrmonal needs of tlie peoplcs of 
the world, and to search for direkt 
bridges between the two. The  other 
coursc is to endeavour to raisc stan- 
dwds of living as a whole. This in- 
volves expanding the level of world 
production, maintaining the balance 
bctwccn primary production and 
manufactures. while keeping free 
and  open channels of international 
exchange. 

The  former coiirse if carried to ex- 
trenies is danrcrous. It is difficult to 
prerenr supplies made available by 
special arransemenrs for nutritional 

*purp?ses from IeakinK to the com- 
mercial markets and arlverscly affect- 
ing demands. Over - ambitious 

::tempts to short-circuit commercial 
channds may clog rathcr than en- 
large those channels. Accordingly, 
we have placcd specia! emphasis on 
the second course, the rc-establish- 
inent of a smoothly functioning sys- 
tem of international exchange. 

I. The maintcnance of a high 
Icscl of production and employment, 
pmicularly in the United Stares. In 
this case, as in others, the issue is not 
[hiit the Unitcd Sratcs’ economy is 
less stable that that of other coun- 
tries, but rather that this economy is 
so critically important in that of the 
world. 
2. T h e  reduction of trade restric- 

tions, including tariffs and quantita- 
tive restrictions. In particular, the 
present dollar discqi!ilibrium calls 
for measiires to facilitatc access io 
the United Smtcs’ market. 

3. An increase in the standards of 
productive clliciency, pirticularly in 
countries of V’cstcrn Europe. 

4. The prorision. by riv 
pris,e and by nationa r and inter- 
narional action, of large and con- 
tinuing capital insestmcnrs by the 
developed in the less-dercloped areas 
01 the world. This i q  necessary to 
finance the export surpluses of the 
former and the import surpluses of 
the latrcr. . 

5. The restoration of convertible 
currencies and rnulrilatcral rransac- 
tions as tlie basis of world rradc. 

A full solution of rhe emerging 
problems of commodity surpluses 

’ 677 4 4  Fmm Rep& oJF.A.0,  (Choirman : I m d  Brucc), Pan‘., Seplembn 21. 1040 
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will require solution of the much assist in maintaining the flow of 
more fundamental problem of trade trade during periods of exchange dis- 
disequilibrium. The  resent and im- equilibrium, such garments being 

surpluses is closely related to this dis- against losses from exchange depre- 
equilibrium. The  most serious ciation. 
potential surpluses are in the dollar 3. The  negotiation of sales at  
area; the needs are in the soft CUT- spccial prices below the market, as 
rency countries. and the barrier to explained below, to countries in 
their satisfaction is the shortage of need, under strictly defined con- 
dollars. No one would claim that ditions of use, e.g., Cor relief purposes, 
all problems of surphses would dis- special nutritional programmes, or 
a pear were there full convertibility for development projects. 

libriuni between the dollar and non- holding of stocks acquired in periods 
dollar world. of surplus as reserves to protect the 

For the short run we have sought interests of consumers in periods of 
bridge which, in the interval until shortage. 

convertibility is re-established, will 5. The negotiation of bilateral or 
enable commodity trade to continue multilateral trading agreements. or 
to flow and which will allow dollar exchanges of commodities on a bar- 
surpluses to fill effective soft currency ter basis. 
demands. For the long run we have 6. The  co-ordination of the 

I sought measures which will cushion negotiation and administration of in- 
I the shocks of price change and which ternational commodity agreements ,!. will ensure orderly and co-ordinated and arrangements ending final dis- 

with maladjustments 
areas. For both short Economic and Social Council after 
we have sought to pro- the Charter of IT0 has entered into 

producers and con- 7. The  organization of consul- 

11 
mediately foreseeab P e problem of guaranteed by the uying countries 

o ! currencies based on trade equi- 4. As a long run function, thr. 

position of these functions hy the 

and effective media- force. 

siimers. tations between governments and 
T h e  functions of the I.C.C.H., as other institutions in respect of com- 

they would be stated in its articles of modity policies, agreements and 
incorporation, would include the fol- transactions, and in respect of the 

, ,  , lowing: readjustment of thc uses of land and 
I .  Subject to provisions outlined other national resources in order to Ii I ' below, purchase of stocks of com- implement such policies, agreements 

'! modities that are in surplus in the and transactions, and to meet the 
i country in which chose stocks appear. changing structure of world demand 
11 , , convertible currencies in order to 

2. The  negotiation of sales in in- and world supply.' 

=:=:a 

Chilly Outlook 
Mr. Colin S. Andenon, president of the Chamber of Shippinrr of the United 

Kingdom, speaking at the Chamber's annual dinner said : *' W e  face n cold 
d e c a d e w e  ore already feeling the first frosts. Where shall we stand when the 
winter is really upon u s  ? Rather than be slowly frozen. even we may be forced 
to contemplate applying for the shclter of some form of counter-action - a 
garment which, in this case, perhaps only the State tivould be able to provide. 

London, Ocfober 13 

i: 

. N d c  : All Ihwc prqosd* wiiu m e  &/we lb P.A.O. C a l n n r o  011 N-k? 21. 



The Potato - Weapon of 
Economic Exploitation 

By REDCLIFFE N. SALAMAN, M.D., F.R.S. 

Former Direcfor of the Potafo Virys Research Station, Cambridge 

F for any reason, good or bad, 1 conscious or otherwise, it is in the 
intcrests of one economically suon- 
ger group to coerce another, then in 
the absence of ylitical, legal or 
moral restraint, t i a t  task is enor- 
mously facilitated when the weaker 
’roup can either be persuaded or 

korced to adopt some simple, cheaply 
p r o e c e d  food as the mainstay of its 
subsistence. Expcrience shows that 
this course inevitably results in a 
lower standard of living. The  lower 
that standard, the easier is the task 
of exploitation and the nearer will 
the status of the weaker class 
approximate to serfdom. The  
potato, bcin the cheapest and one of 
the most efacient single foods man 
has as yet cultivated in the temperate 
zoncs. lends itself readily to the task 
of solving labour yoblenis, along 
certain well-defined ines, in a society 
nhich, for an9 reason, is already 
stratified into social classes. When- 
ever, therefore, the potato wins an 
important, and still more, a 
dominant position in the dietary of 

The  potato can. and generally 
does, play a twofold part: that of a 
nutritious food, and chat of a weapon 
ready forged for the exploitation of 
a weaker group in a mixed society 

It is obvious that if a foodstuff is 
to be used as an instruinent of ex- 
ploitation, the more valuable and 
acceptable it is as a food, the more 
effective it will be. Hence the 
richer nature’s gift, he it potatoes, 
rice or maize, the more extreoie the 
contrast between its dual activities. 
feeding and exploiting. 

In a socicty, weddcd to the doc- 
trine of lnisse:-jnire, the problem of 
coercing the politically weaker 
labourer in the interests of the 
palitically protected employer, was 
simple, given a suitable instrument 
with which to bring it about. 

The  course of events is well illus- 
trated in eighteenth century Great 
Brirain: the employing class desired 
cheap l a h u r ;  wages, in the absence 
of any, protective mcchanism, were 
determined in the main by the 
labourer’s cost of subsistence; a 
potato dietary was capable of rcduc- 
ing that cost to the lowest level. 
Hence, it was in the em loyers’ in- 

on the worker. which he did directly 
the cost of subsistence called for an 
increased wage. It may be that it is 
seldom a cheap food has been 
designedly forced on European 
workers, with a view to lowering their 
wages, but the potato has certainly 
been used, and that of set purpose, 
with the view of preventing them 
f rorrht;ing. 

actors there are-com- 
petition for labour, freedom or other- 

terests to urge thc use o P the potato 



wise of comniunication, doctrines 
whether religious, racial or nauonal, 
tending to the greater or lesser 
stratification of ~ society-each of 
which can exert an influence on the 
application and efficiency of the in- 
strument of ex loitation, of which 

example. 
the potato a I! ords an extreme 

Exceptions to the Rule 
In the rare case of a society such 

as that of Tristan da Cunha, where 
there are no economic motives for 
the exploitation of one grou or class 

the society has always been classless, 
the almost exclusive use of the potato 
has had no evil social effect. 
Similarly, where, as in the Channel 
Islands, potatoes are raised in great 
quantities for export, in the 
econoniic interest of the great 
majority of the community, there 
need be no adverse social repcrcus- 
sion. 

A different type of situation to 
either of the above developed during 
the latter part of the eighteenth and 
the first half of the nineteenth cen- 
turies in the Lowlands of Scotland 
and the northern counties of Eng- 
land. In both these re ions the 
potato had been long estaflished as 
an article of the people's daily food 
and had reduced their cost of living. 
.But here its influence as an agent of 
exploitation was, at an early sta e, 

competition of the mines and iron- 
works for labour. Nevertheless, the 
potato by its cheapness. as well as its 
nutritious qualities did, unknown 
either to worker or employer, effec- 
tively prevent an pronounced rise of 
wage in either the Lowlands or the 
North of England in the time of the 
corn shortage a t  the end of the 
eighteenth century. The danger of 

otato economy was there, but it 

over another, or alternative P y, where 

largely neutralized owing to t T, e 

on " 7  y showed itself when local indus- 

try as a whole was tem rarily para. 
lysed by the collapse ofioreign mar- 
kets after the French wars. 

When absence of competition is 
associated with a high degree of 
isolation, as it was in the Highlands 
of Scotland, then the potato can be, 
and in fact did become, the perfect 
instrument of ex loitation, an ex- 

in the emigration of the greater part 
of the local working population. 
When later the Highlands were 
developed in the interests of grouse- 
shooting and deer-stalking, ex- 
ploitation of such labour ceased: but 
the low standard which had been 
acquired in the early nineteenth cen- 
tury remained, and can he seen 
today  amongst the remnant which 
has nor found employment as gillies 
or the like. 

Blessing or Curse ? 
In Ireland, where at the advent of 

the potato, native societ was already 
hopelessly disintegrated: it met with 
no resistance and became in the 
shortest ossible time the food of the 
people: i n  , an environment 

by political dissension, where indus- 
try was hamstrung at the dictate of 
an alien power, all the factors were 
to hand which made it inevitable 
that the use of the potato, cheapest 
of foods, would reduce the standard 
of living to the lowest level ever 
attained in Europe. After proving 
&self the most perfect instrument for 
the maintenance o f .  poverty and 
degradation amongst the native 
masses. the potato ended in wrecking 
both exploited and exploiter. 

Thus man's wisdom, or his lack of 
it, alone decides whether even the 
richest of nature's gifts shall serve as 
a blessing or a curse. It is but a 
league that separates the mountains 
of Gerizim and Ebal. 

ploitation so ruth P ess that it ended 

>y religious jealousies, un 
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Point Four 
(Aid for Backward Countries) 

Policy Defined 
By JAMES E. WEBB 

U.S. Acting Secretary of State 

@E of the most important aims of 
the proposed programme is to 

integrate closely and maintain a 
proper balance among various types 
of development projects. For 
example, no ain would be achieved 

area were increased, but no trans or 
tation facilities were develo e B  i, 

is considered essential for the success 
of the effort that there be adequate 
co-ordination of the development of 

rogrammes to be undertaken by the 
bnited States Government in co- 
operation with other countries and 
that these programmes be related 
specifically to those of the inter- 
national agencies. 

It is anticipated that in technical 
co-operation as well as investment, 
p r i y t e  organizations will play a 
major role. These organizations. 
both profit and non-profit, possess 
vast stores of knowledge and skill 
and the ability to teach them to 
others. Every erfOrt will be put forth 
to obtain extensive participation by 
non-governmental organizations. 

Technical knowledge and skills 
must be combined with new capital 
investment if maximum results are 
to be achicvcd. Even though savings 
are relatively low in under-developed 
countries, we anticipated that a large 
part of the financing of new ca ita1 

countries themselves. Most develop 
mental projects involve a large 

if agricultura f production in a certain 

order to take thc food to mar E et. It 

needed will be obtained in t R ose 

element of local resources an labour 
which cannot be effectively intro- 
duced from outside. Furthermore. 
it would not seem wise from the 
standpoint citber of the borrowcr or 
of the lender to encourage the for- 
mation of tcm heavy an external 
debt by these countries. I t  is hoped 
that technical assistance can be 
given where needed to help them 
channel domestic savings into pro- 
ductive enterprises. 

However, a substantial amount of 
foreign capital also will be needed. 
Major emphasis in the programme is 
placed upon stimulating an increased 
flow of private investment to the 
under-developed areas, although it is 
recognized that private capital may 
not be available for certain types of 
piojects such as public utilities, trans- 
portation and communications, and 
that public loans will therefore be 
required. To supply such funds the 
International Bank IS of course avail- 
able for sound loans for developmen- 
tal purposes. We  anticipate that the 
Bank will play an increasingly im- 
portant role in making loans for 
developmental projects for which 
private capital is not available. In 
many cases, the establishment of 

ublic services and facilities 
:i%g\ such loans is essential 
before private enterprises can be 
established. T h e  Export-Import 
Bank will also continue to make 
loans to foreign countries for de- 
velopmental purposes. 
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The &dating of private invest- 

m e w  not only opens up potentially 
large sources of capital beyond thae 
which can be made available through 
public agencies, but also has the ad- 
vantage that private investors bring 
with their inveament an ihcentive 
and “know how” for securing the 
most effoctive use of the facilities 
developed. 

Two general lines of action are 
now contemplated to reduce the risks 
not ordinarily encountered in a 
business enterprise at home, 
alrhough as the result of experienco 
and further study other measures 
may be devised. As a matter of par- 
ticular significance, we propose to 
intensify our efforts to secure treaties 
with other countries which will give 
greater confidence to investors. Thew 
proposed treaties will seek to secure 
assurance of non-discriminatory, 
reasonable, fair and equitable treat- 
ment for our investors, no less 
favourable than that accorded to the 
nationals of other countries. 
Assurances also are sought of reason- 
able freedom to operate, qontrol and 
manage enterprises and of prompt, 
adequate and effccrive compensation 
in the event of r h s z x y o  riation of 
‘the investor’s propert &e treaties 
deal also with the abit ty of an inves- 
tor to withdraw earnings and capital 
investment. The attem t to limit 
the con9tions un d er whic . g  exchange 
restrictions may be imposed on such 
withdrawals. 

Although these treaties should do 
much to encourage investment, they 
can be on1 a partml soliition of the 
problem. lome  of the risks involved, 
such as the possible inability of the 
investor to cmvert the proceeds of 
his investment into dollars, stem 
from difficulties which foreign 
governments may not be able to con- 
trol despite their most sincere efforts 
to do SO. It is proposed, therefore, 
that the Export-Import Bank be 

JAMES E. WEBB 

authorized to guarantee United 
States private capital newly invested 
in productive enterprises abroad 
against risks peculiar CO foreign in- 
vestment. 

While we understand that an in- 
vestor must insist on certain 
assurances before risking his money 
abroad, at the same time we recog- 
nize that the under-developed coun- 
tries on their part have the right to 
expect that foreign enterprises will 
be so conducted as to benefit the 
area whose resources and labour are 
involved. Foreign investment like 
domestic investment should be pre- 
pared to bear its full share of local 
taxes, should provide adequate wage 
and working conditions for local 
labour, should not waste local re- 
sources-should, in short, maintain 
the same standards of conduct which 
enlightened hisiness is following 
here a t  home. 

The President’s challenging pro- 
posal for helping the masses of 

eople of the. world to improve their 
!ring conditions has aroused great 
interest, great enthusiasm and great 
hope throughout . h e  world. 



The Mineral Wealth of 

Principal 
NorldProducer 
and Qvantiry 

British Colonies 

Present 
Colonial 

Producers and 
Quanrily 

Productwnfigures reveal the balance of power between British 
colonies and the rest of ths world 

(Excluding 
U.S.S.R.) 

U.S.A.: 
335,060 

U.S.S.R.: 
2,220,000 
(1945) 

Mineral 

N. Rhode&: 
15,640 

Gold Coast: 
620,000 
(=Porn) 

Coal and 
Lignite 
long LON 

Copper 
long tom 
(ore in 
terms of 
metal) 

Imn Ore 
long ION 

Lead 
long Ions 
(in terms 
of metal) 

Manganese 
Ore 
long tons 

Chief Uses 

Source of 
aluminium 

Fuel 

Electrical 
equipment. 
alloys 

Iron and 
steel 

Pipes, sheeting 
batteries, 
sheathing 
electric cables 

Deoxidiser an< 
desulphuriscr, 
alloy in steel 
manufacture 

1,711,670 1,290,360 

Gold'Coast: 
130,102 (1948) 

U.S.S.R.) 633,852 

U.S.A.: Malaya: 

(1945) (781.509 in 

U.S.S.R.) 192,500 

780.451 12.139 
U.S.A.: Cyprus: 

N. Rhodesia: 
1,000-5,000 
yearly 

Other 
Possible 
Colonial 

Producers 

Nyasaland, 
Jamaica, 
Malaya (worked 
pre-war) 

North Borneo. 
Tanganyika 
N. Rhodesia, 
Sierra Leone, 
Sarawak.Aden, 
Nyasaland, 
Br. Somsliland. 
Trinidad 

T an gan y ik a, 
Kenya, Uganda 

Hong Kong, 
Tanganyika 
Nigeria. 
Uganda 

Hang Kong, 
Tanganyika, 
Nigeria 

North Borneo, 
Fiji, Malaya 
:worked pre-war) 



BRITISH COLONIES 

PRODUCTION FIGURES (contd.) 

Constituent of Canada: 

irons and non- 

Galvanizing. (Excluding 
U.S.S.R.) 

U.S.A.: 
557,865 (zinc 
ore in terms 
of metal) 

Nickel 

Zinc 

- Tanganyika 

N. Rhodesia: Nigeria 
21,140 (metal) 

SALIENT FIGURES OF THE MONTH 
July : all other figures refer to August. 

Lateat Increase (+) or De- 
Month crease (-) on a 

Month Year ~~~~~~ ~ ~~~ 

Ago Ago 
MANPOWER 
Total manufacturing industries . . . .  (thousands) 8249 - 3 +135 
Cotton spinning and weaving . .  . . do. 322.3 - 0.8 + 13.4 
Coal in'dustry (on colliery books) . . . . do. 719 - 2 - 7 
Rezistered unemdoved (Great Britain) . . do. 261.4 +18.4 - 37.4 

Index of production (all industries) . . . . (1946=100) 118 -12 + 6 
Coal (average weekly output) . . (thousand tons) 3.574-77 + 61 
Steel ingots and csstinw [do.) . .  do. 288 44 + 17 l . .  
Cotton ;ear (do.) . . . .  . .  (million Ibo.) 17.2 1.0 + 0.5 
Woven wool fabric (do.) . . (million linenr yards 21.8 - 0.4 + 0.2 
Passenger cars (do.) . . . . .. . .  (thousnnds! 7.58 - 1.20 + 3.19 
Commercial vehicles (do.) . . . .  . . do. 3.97 0.83 + 1.53 
Permanent houses comdeted . .  _ .  do. 14.32 - 0.24 - 1.44 

R e t d  sales . . . .  .. . .  . . (1947=11 
FINANCE 
Currency in circulation with public . . . . (E millions) 1263 -11 + 13 
Deposits in London Clearing Banks . . . . do. 5922 -51 + 19 
Provincial cheque clearings (av. working day) do. 5.52 - 0.68 + 0.49 
WAGES AND PRICES 
Weekly wage rates . . . .  (30th June, 1947=100) 109 Same + 3 
Retail prices . . . . (17th June, 1947=100 111 Same + 3 
Wholesale prices, Totai' . . .. . . (1938=100] 225.4 - 0.2 - 7.5 

Basic materials . . . .  . . do. . 298.1 - 0.2 - 26.2 
Intermediate . . . .  . . do. 246.0 + 0.2 + 7.1 
Manufncturers . . . .  . . do. 198.2 - 0.1 + 8.1 

Import prices . . . . .. . .  . . do. 112 - 1 - 3 
Export pricss . . . . . .  .. _ .  do. 114 + 1 + 3 

F m  Burinur, Jarrnol OJ N a n w m L  in Indudry. Namt(nr,  118.  
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Australian Invites Dollar Investment 
By PROFESSOR D. B. COPLAND 

Vice-Chancellor of National University, Canberra 

HE British Dominions should CO. T operate in a great plan of 
develo ment backed b American 
capitat  provided it is oltainable on 
reasonable terms. 

If countries in the non-dollar area 
intensify restrictions upon imports, 
such a policy would be a deterrent to 
the economic development of the 
younger and more vigorous members 
of the Western econom , such as the 
British Dominions. A e y  ought to 
safeguard their interests and back 
their future b 
plan of deveL ment backer??; 
American capita!, both public and 

joining in a 

private. 
In any such scheme, India, Pakis- 

tan and Ceylon might join and thus 
introduce a new factor of economic 
stability into South-East Asia, but it 
should be backed by appropriate 
American policy, both short and 
long term, for combating fluctua- 
tions and promoting internal ad- 
vance in the United States and by 
the enunciation of a new policy on 
world currency. Australia should 
borrow dollars in New York and pay 
off he! sterling debt by an amount 

equal to that borrowed, or at least a 
large part of it. Alternatively, dollar 
loans should be available to the ex- 
tent of any credits granted to 
European countries for the purchase 
of Australian materials and food. 
The first condition of dollar borrow- 
ing must be an  improvement in 
Australian output and incre-sed 
attention to the production of basic 
commodities for utilization a t  home 
and for export. There is no reason 
why a great increase in production 
should not occur as soon as coal out- 
put can be increased by three million 
or four million tons a year. 

A dollar loan would certainly be of 
aid to buy the machinery for this 
p u r p s e  or to buy new tractors and 
machines for rural production or for 
building the necessary plant and 
transport facilities to exploit the 
Blair Athol coal deposit in Queens- 
land or for the great Snowy River 
hydro-electric project. Dollar bor- 
rowings for such purposes could not 
be other than a good investment 
both for Australia and for the 
United Stat-. 

I 

Fmn M d r u r .  E d  S d t W .  M W m  - 
Labour Needed For Australian Groundnuts 
SINCE 197.5, when there were less 

piged in the cultivation of this crop 
in Queensland, peanut growing has 

induevy capable of supplying prac- 

tically all Australia’s present require- 
than one hundred farmers en- ments. By 1948 there were 1490 

growers officially recognized by the 
Queensland Peanut Board. 

the marketing of the State’s output, 
developed into an important primary Established 25 years ago to handle .z 

686 
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the Quccnsland Peanut Board Misfortunc also beset the 1949 
crectcd bulk storage silos w i t b  shell- crop, which was severely affected by 
ing and grading equipment at  Kin- crown rot, and i t  has recently been 
garoy, in the South Burnett district, estimated that from the 33.000 acre8 
as far back as 1928. Since then fur- plmted. less than 11,000 tons of nuts 
ther storage silos have been built, will be harvested. 
and last year plans were in hand to T h e  reduction in planted area ~ 

provide storage space sufficient to from 66,000 acres in 1948 has been 
take delivery of the whole crop attributed to unCavourahle seasonal 
within the harvest period of three or conditions. to soil impoverishment 
four months in the autumn. The . through too frequent use of the same 
intention is that the nuts should then land, and to the incidence of disease. 
be held in storage to meet market But, perhaps, the most important 
demands over a full year. cause is the scarcity of adequate 

A record area of 66,000 acres was labour to dig and stook the crop, and 
planted in 1948, but the crop of the high cost of employing the 
16.000 tons of peanuts. which reali7ed labour availahle. In fact. many pea- 
~750,000, was well below that of the nut farmers claim that under present 
previous season, when a record yield circumstances it is more profitable to 
of 23,164 tons was obtained from utilize their land for dairying or for 
53.000 acres. T h e  lower production the cultivation of grain crons. Con- 
of 1948 was the result of widespread sequently. there is a-possibility that  
damage caused to unthreshed stooks the area planted next season may be 
by rain and mice. reduced still further. 

i 

F m  Nnol LNn N a i d  Bm& a/ Awl- ,  Lld.. UWm, SCplon6n 12, lOlO 
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New Zealand Blames Welfare 
Full employment and expensive social security have brought high 

living costs, diminished output and excessive 
raxotion 

T ~ E  is no unemployment or real and interest in the daily job, and the 
poverty in New Zealand. T h e  Minister of Industries and Com- 

main problems facing the country merce stated in Parliament recently 
are high living costs (or low value of that increases of production had not 
money), diminished output, and ex- kept pace with the rise in money in- 
cescive taxation ranking with the comes. The  share of the national 
highest in the world. The  caiises are income obtained bv the waFe and 
top-heavy, non-prodticine Govern- salary earner. both before and after 
ment departments. social security deduction of taxation, had. he said, 
benefits out oF all proportion to the durine the past year showed an 
population. rising wages. and a 40- appreciahle increase, to which must 
hour week (aryrnvated by “stop be added fnrther awards by the 
work” and “eo-slow” tactics). Arbitration Court from Tune 1. 104’). 

The  abundance of work availahlc A n  analysis of the BudKet revealed 
tends to undermine personal pridc that between 1939 and 1946 the sup- 

Fmnr T& Tim R&m of Indwlry, O e .  1940 
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ply of money had expanded by 83 required need to be processed to an 
per cent., while that of goods had advanced stage in the country of 
declined b 25 er cent. orifin. Thus, these units do not make 

for primary production, but full de- economy. 
velopment is hampered because prohibition of imports of w m e  
labour is attracted by mushroom in- products has restricted free corn. 
dustries which often produce articles petition, consequently [he local 
of infcrior quality at  high &rices, manufacturer has not the incentive 
while the Government are as ed to improve qrlality and design and proh,ibit similar imports. Farm pro- maintain a reasonable price to the duction last year compared with consumer. At the same time many 1938-39 increased by Sg per cent. in 
value and l3  per cent, in ,.o~ume- industries, particularly those using 
whereas factory olltput expnnded by local raw lnaterials. could meet free 
130 cent. ‘ill value and 5o per competition from imported goods in 
cent. in volume. Quite a large per- both price and quality-but the 
centage of this 50 per cent. increase above-mentioned hindrances prevent 
in industrial production is created by them from keeping up their output 
units for which the “raw” materials or increasins it. 

New Zei r R  and as vast potentialities a ull contribution to the country’s 

Projit Sharing. and Productivity 
Disappointing experience of Indian Firm , .  

PROFIT-SHARING scheme was in- A troduced by the Tata Iron and 
Steel Co., India’s largest industrial 
unit, as long ago as 1937. The  profit- 
sharing bonus was at first linked with 
the dividends paid to shareholders, 
but since 1945 it has been fixed a t  
XI;/, per cent. of profits, after making 
certain deductions for depreciation, 
taxes and retnrn on share capital, and 
is now distributed among the labour 
force on the basis of salary earned. 

The  chairman of the company, 
Mr. J:R. D. Tata, in a speech at‘the 
annual general meeting made it clear 
that the management is profoundly 
disappointed at  the working of the 
scheme which. far from operating as 
a factor for higher productivity, has 
been an apple of discord. 

Curiously enough the amount paid 
as profit-sharinx bonus was highest 
in the year of lowest production, 
1947-48, when output of steel ingots 
was 9or.000 tons and of steel 664,000 

;:; 
tons, compared with 1.08 million 
tons and 839,000 tons respectively in 
ig41-4?. the year of peak production. 

On three occasions since the end 
of the war labour has exacted further 
concessions, sometimes by violence 
and intimidation; but there is no 
evidence that labour .has become 
more co-operative or hardworking as 
a result of increased incentives. Out- 
put per employee has decreased 
from “4.36 tons to 16.30. 

Arrears of replacement and 
renewals of plant and machinery 
have, admittedly, contributed to a 
reduction in productivity. But as the 
chairman pointed out:  “The number 
of men employed in your company 
is not only several times the number 
required for the same output in 
advanced countries like America and 
Europe, but- is  far in excess of the 
number of men required even under 
Indian conditions.” 



And Now- 

*‘Between 1947 and1948thevolume 
of wade within Western Europe 
increased only by one-jfh, but 
within Eastern Europe it was 
doubled.” 

The Rouble Area 
THE felationship between the 

sterling and dollar areas is so 
burning a question that the setting 
up of a third currency sub-division 
in the world has gone almost unob- 
served. Yet the rouble area is by 
now well on the way to being an 
established unit. A central rouble 
pool has been created in Moscow and 
trade balances between the satellites 
are to be settled in Soviet currency. 

T h e  rouble is now, for the fvst 
time, being used as the basis of 
valuation in most commercial agree- 
ments between Communist coun- 
tries. ,Between 1947 and 1948 the 
volume of trade within Western 
Europe increased only by one-fifth, 
but within Eastern Europe it was 
doubled. A further though more 
limited expansion is by no means im- 

ossible, but a t  the same time the 
goviet satellites, for their part a t  
least, genuine!y desire to maintain 
uade  through the Iron Curtain. 
They still need machinery from Wes- 
tern Europe and raw materials from 
the British Commonwealth. 

Even the U.S.S.R. itself continues 
to play an active if somewhat erratic 
rok in East-West trade. Moscow’s 
dealings with London appear to be 
largcly governed by the Soviet need 
for sterling with which to buy rub- 
ber, wool, copra and other raw 
marerials. 

Next to Russia. Britain’s most im- 
ortant tradinq partner in Eastern 

kurope is Poland. The  average 

turnovcr of about 5 million yearly 
each way is a preciably less than 
that with the 8.S.S.R.. but its com- 
parative value is enhanced by the 
element of stability introduced into 
An lo Polish commercial relations 
by ?as; January’s signature of a five- 
yea:, agreement whose operation is 
facilitated by revolving credits. It is 
so far the on1 long term commercial 
treaty the h t c d  Kingdom has 
made with any Communist country. 

Financial matters were the 
stumbling-block on which the trade 
talks with the Hungarians broke 
down early in Au ust In the cir- 
cumstances Unite] Kingdom trade 
with Hungary which last year ran 
at  about .&9 million each way is likely 
to drop well below this level. Hun- 
gary will consequently lack raw 
materials and some machinery re- 
puired for the five-year plan starting 
in 1950, while Britain will miss 
mainly Hungarian bacon and 

a new three- 
year payments agreement was signed 
in August, making her the only 
country behind the Iron Curtain 
which is a member of the sterling 
transferable account group. The  
practical valuc of these facilities was 
doubtful until the trade agreement 
was concluded at  the end of last 
month. The  Czechs. who are short 
of raw materials, particularly wool 
and cotton, have been thinking in 
terms of a L30 million turnover with 

. 
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the sterling area, but because of their 
large industrial commitments with 
the Eastern bloc they can offer only 
a limited amount of acceptable 
goods, such as sugar and specialized 
types of can-making and textile 
machinery. British trade with 
Rumania amounts to little, with Bul- 
garia even less, and with Albania 
nothing at  all. 

Although emphatically not a 
member of the rouble area, Yugo- 
slavia is almost equally aloof from 
the Western currency grou s The  
Cominform blockade is unikely to 
break Tito economicall , provided he 
can obtain industria! goods and 
credits from the \Vest. 

Yugoslavia needs credits which are. 
essential to bridge the gap between 
the purchase of machinery and the 
time when that machinery will help- 
to make more of Yugoslavias 
valuable resources of non-ferrous 
metals. minerals and timber avail- 
able for export. A first step to over- 
come this difficult was taken in 
September, when t l e  United States 
Export-Import Bank granted Yugo- 
slavia a $20 million credit, three- 
fifths of which were immediately 
made available for the purchase of 
mining equipment. American ex- 

ort licences are being granted for 
eugoslavia much more readily than 
for other Communist countries. T h e  
United States has also bou h t  quite 
substantial quantities of &ugoslav 

.non-ferrous metals. As a result 
United States trade with Tito now 
runs at  six times as much as last 

ear. but no corresponding increase 
taken piace in Anglo-Yugoslav 

commerce. 
Next to Britain, Sweden and Swit- 

zerland are Eastern Europe's most 
important trading partners. France, 
Benelux and h'orway have also been 
busy there. parricularly with Poland 
and Yugoslavia. but the outstanding 
development in East-West trade in 
the last few months is the re- 
emergence of Germany and Italy in 
their traditional role as large scale 
suppliers to and buyers from Eastern 
Europe. 

In view of the persistent conflict 
over Trieste, it is even more remark- 
able that Yugoslavia and Italy 
recently managed to arrive at  a Lzs 
million agreement. T h e  Italians, too, 
hare commercial treaties with the 
U.S.S.R., Poland, Rumania and Bul- 
garia. In every arrangement Wes- 
tern Germany and Italy are 
scheduled to supply industrial 
products likely to compete with 
British exports. 

Even with these new entrants in 
the field it is doubtful whether East- 
West trade in Europe, which last 
year was only 42 per cent. of 1938. 
can be restored to its pre-war level 
by 1952, as is postulated by the 
O.E.E.C. four-year plan. 

-:-:- 

Eastern European "Rouble Pool" 
Under the sponsorship of the Soviet Union, n " rouble pool '' is reported 

to have been established in Moscow. It is designed to function BS n centralized 
clearing agency for the Settlement of tranvactions between Enstern European 
countries, within the fnmework of multilateral trade agreements. (Exchange rates 
of Eastern European currencies in relation to the rouble are to be determined in 
agreement with the Soviet Union.) At present. Bulgaria. Czechoslovakia, 
Finland, Hungary, Poland and Rumania ?re participating in the arrangement. 

The Eastern European Council for Mutud'Aid held a thlee-day session in 
Sofia towards the end of August to exmine current questmns and to take 
'' necessary decisions." Funher details on the topics dicursed have not been 
disclosed. 

N u  Z- E&w, Sdlzdad.  A W  17, 1919. 
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O.E.E.C. INTERIM REPORT ON THE EUROPEAN RECOVERY PROGRAMME. 
Volume 11. National Programmes. Paris, 1948 

(H.M. Srarionwy Office, 12/6) 
This volume contains the texts of the theless, the programmes contain so much 

, long-term PrOgrUInmeS of the member material on p a ~ t  achievements and future 
countries ns submitted to O.E.E.C. Details plans that this volume i s  an indispensable 
may be already out of date through recent reference book for every student of 
trade and financial developFents. Never- European economy. 

A CHARTER FOR WORLD TRADE 
Mr. Wilcox is well qualified to write on In the case of the Hovonu Chorfn, the 

this subject as il professor of economicS and balance should be clear. On the one side, 
as vice chairman of the U.S. delegation to we have the fisk that some ofthe exceptions 
the Havana Conference. This conference in the Chartn will be abused, the danger 
produced agreement not only in trade that some of its provisions cannot be 
policy but also on the allied problems of enforced, the possibility that the recovery 
cartels, commodity agreements, employ- programme will fail to restore balance in 
ment, economic development and invest- the world's trade, and the fear that the 
m m .  M I .  Wilcox begins by trnciw the trend toward collectivism i s  so strong that ' 

general background, thirtyycarJoftroubled it cannot be reversed. On the other side, 
trade. After outlining the principles of we have at Dur investments in 
American trade policy, he goes on to 
discuss in the =lauses of the agree- reconstntction. our leadership in inter- 
ment and to the lines of national economic policy, our foreign 

the final chaptor 'I wha t  we trade. our system of private enterprise, our 
have at stake '* he arrives at the COnCIUSion national security, and our hopes for world 
that " nothing in this world is guaranteed. peace. I t  should not be difficult for us to 
In any course of action, we must weiEh the determine where the balance of interest 
risks, strike a balance. and take 6 chance. lies." 

Devaluation Special Number. Earfern Economist. New Delhi, September 23. 1949. 
A Survey of Economic and Social Conditions in Japan. IntmrionalLo6ourReview, 

Genevn,Fly.  1949. 
How Britain Became the World's Largest Exporter of Motor Cars. R. GRESHAM 
Coo~e. Bonrd o/ Trade7ournnl. London. Ombn 1. 1949. 

Small Business. Review of fnrritufe ofpublic Afoirs, Virfario. Awfrafia, Augwt. 1949. 
The Hosoital Serv ice41)  System of Manaeement Plannine. P.E.P.. London. . ,  . - 

Septm&r 26. 1949. 
- 

Man and His Resources. 
T y o A p l d ' s  Larder. Current Afoirs, Bureau of Cunent Affairs, London, October 1, 

Unifed Nalionr Buffelin. September 15, 1949. 

1777. 

Voluntary Associations. Sin HENRY BUNBURY, Buicnu of Cunmt  Afairs, London, 
Smremhrr 17 1044 _. . . , . , . .. 

Earnines and Working HOUR oi Manual Wage.EarneR in the United Kingdom in 

Statistics of the Census of Production and Distribution. 70urnol of RovalSrotLrirul 
October. 1938. Joumnl of Royal SmtirttmlSocic~y, London. Parr I .  l9 i9 ,  

- .~ 
Socicry, London, Parr I ,  1949. 

Beekeeping in Australia. Review o/ Nariaol B o d  o/ Aurfralario, Melbourne, September 
12. 1949. 

The Proletarianized Society. WILEELM ROEPKB, Time und Tide, London, October 1 and 
P lOd0 ... , ,~,. 

Sterling Balances. 
Econnmic Position of France. H. P. S m w w ,  Fortnightly, London, Otlo6a. 1949. 

The Banker, L a d o n ,  Orro6er. 1949. 
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With the exception of Tabloid Digest, 
the rest of this issue of T H E  
ECONOMIC DICEST is  devoted to 

obsersations on the origin and effects of 
devaluation. The section begins with- 

Background to the Crisis 

DURINC the heyday of the gold 
standard befox the beginning 

of the first world war, exchange 
rates were kept stable (with move- 
ments only within the gold points) 
and, if a counrry happened to get out 
of line as regards its costs and prices, 
it had to take suitable ste s (through 

otherwise) to eliminate the disequi- 
librium which had arisen. It may, 
therefore, be said that, at  that time, 
prices had to he adapted to exchange 
rates and not vice versa. But it 
should be added that, in the 20 years 
before 1914, price adjustments did 
not, as a rule, subject countries to 
any painful process of adaptation, 
since world prices were gradually ris- 
ing under the influence of the 
mounting output of the South 
African gold mines. It was a different 
story in the previous Io-year period 
when, with world prices gradually 
falling, it had now and then been 
diflicult for countries to align their 
economies to the general price movc- 
ments on the world markets. 

In the years since the second world 
war, the exchange rates of most 
countries have been kept at  officially 
stable parities. There have been 
those who thought it premature to 
adopt a reqime of official exchange 
stability. since cost and price rela- 
tions could not possibly have reached 
a state of balance after the war-time 
upheavals and severances. But it 

an increise in its rates o P .  interest or 

692 F m n R ~ p a t a f D o n t o l l n t m  

must be p i n t e d  out that.adjustment 
was facilitated by the persistent price 
rise in thc United States, which I:fted 
the wholesale price level by more 
than 50 per cent. between the sum- 
mer of 1945 and the end of 1948; this 
rise undoubtedly helped to Festore 
balance to currencies in Euro e (and 
elsewhere) which would otEerwise 
have remained over-valued. Now 
that rices are beginning to fall in 
the Qnited States, a different situa- 
tion may take shape. 

Even more than the movements of' 
the general price index in the United 
States, the variations in the different 
sections of that index should be 
closely watched; in addition, each 

in Europe would be well 
caoduv~~c! to examine--on the basis of 
all the material it can collect-the 
competitive price position of its own 
manufactured goods in relation to 
the corresponding price structure in 
the United States. Should such an 
examination reveal disequilibria 
which seem likely to be of a per- 
manent character, the need will arise 
of restoring equilibrium either by an 
adjustment in the domestic costs and 
prices or, if that proves impossible, 
in the exchange position. 

A lively discussion is in progress at 
present regarding the princioles 
which ought to guide the authorities 
in determining appropriate exchange 
rates. Considering the structural 
changes which have occurred during 

llind .F&wnlr. Ilodr, J i m  1% lnl l ,  
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and since the war, it is not easy to 
lay down precise rules; but some 
general observations may perhaps be 
nsefully made. 

Devaluation Not Enough 
Often a downward adjustment in 

the exchange ralue of a currency 
is thought of primarily as a device 
to stimulate ex orts and reduce 

equilibrium in the lalance of 
payments. . In  exchange policy this 
is no doubt a considerition of real 
importance but .the ex erience of 

clusively that devaluation in itself is 
not enough : if internal conditions 
(with regard to budget equilihriLm. 
etc.) are not in order, the relief re- 
sulting from an adjustment in the 
exchange rates may be no more than 
ephemeral in character. 

,If as a result of a budget deficit or 
excessive investment a delict emerges 
in the balance of payments, there is 
no reason to ex ect that resort to 
derduation wilf bring in from 
abroad the amounts required to 
establish intertial and exte:nal 
balince while national investment 

rogrammes remain the same, etc. 
$he net result may sometimes he the 
reverse, since devaluation, if it goes 
too far, may in effect reduce the 
amount of foreign exchange actually 
realized as pnyment for exports. 
Much depends on the starting-point: 
if the national currency has been 
over-valued, devaluation is likel to 

could not previously be exported will 
move into the category of possible ex- 

orts and thus help to restore equi- 
lhr ium fairly quickly. If a devalua: 
tion had been feared, the 
that it is undertaken (“over 
with,” as the phrase goes) may just 
reverse the preceding movemenr and 
bring funds to the country whose 
currency has been devalued 

imports and in t 1 at wa to restore 

many countries has s !l own con- 

mean that many .products w l. ich 

As regards ERP countries it should 
be possible CO arrange for the re- 
quirements of foreign capital with- 
out upsetting for their sake the 
balance in the foreign exchange mar- 
ket. And, having eliminated this 
particular source of disturbance, the 
countries should he able to establish 

roviding for the greatest pos- 
sible s egree of harmony between the 

1 

various economies. 

Search f o r  Harmony 

fundamental idea behind the theor 
of purchasing power parities, whic 
assumed that rhe actual exchange 
rates in the market would he deter- 
mined by relative cost and price 
le~,els. This assumption obsiously 

-es>pposed that goods could move 
kkely and in sufficient uantities 
from one countr to anot s, er. Ex- 

dition was not fulfilled, the rates 
might flurtuate wildly, especially 
since, under such circumstances, 
little help could be expected from 
equilibrating capital movements. 
13ut. even when trade floas freely, it 
may happen that a country, having 
lost a considerable art of its foreign 

with technical progress, has to accept 
a lower exchange value of its cur- 
rency than would otherwise he neces- 

In such cases. however, a very sar wi e margin would not seem to be 
called for. The  experience of dit  
inter-war period was that on the few 
occasions when relarire currency 
values had been more or less re- 
established (as in 1929 and again, for 
most currencies, in 1 9 3 9  the relative 
price levels stood to one another 
(with comparatively slight devia- 
tions) as in the basic year 19’3. al- 
though in the intervening pe-iod 
many shifts must have taken I x e  
in the structural streneth o P the 

Caru.ued on page 696 

The  search for harmony is the 

perience showed t K at, when that con- 

investments or fai P ed to keep p i x  



TOO MUCH STEEL The Steel Cam- 
mittee of the United Nations Economic 
Commission for Europe, established two 
years ogo to grapple with the problem of 
post-war shortages, is now faced with P 
totally different problem. Among the 
tasks originally assigned to the committee 
was '' increasing where possible the use of 
less scarce materials in place of steel" 
because of the lack of raw materials for 
Europe's steel furnaces. But at B three- 
day session in Geneva in early Vctober, 
experts from 14 European countrie9 and 
the U.S. recognj:ed that the problem to- 
day is to find ways and means of in- 
creasing steel consumption." Mr. T; 
Rollmsn, who is director OL the E.C.E.'s 
ateel division, believes that Europe's steel 
industry inust expect a shrinkage in its 
overseas market, which will begin to make 
itself seriously felt in about five years. 
This will be due to the fulfilment of the 
steel production plans of the under- 
developed countries, the reappearance of 
Japan as n big steel exporter, and the entry 
of Austrnlia into the steel market. He 
estimntes that Europe'a steel produeem 
must expect that their overse&s markets 
will take only about 74 per cent. of what 

their total production will be under 
optimum conditions, compared with the 
present 10 per cent. and the pre-war 15 per 
cent. 

BAD OLD DAYS An account of the 
English domestic servant has been written 
for the Historical Association by Miss 
Dorothy Marshall, lecturer in history at , 

Univemity College, Cardiff. Here is the 
way household wages went up : In 1537 
the Earl of Rutland paid his top-grade 
kitchen staff 33s. 4d. a year. His scullions 
got 6s. 8d. n year. But by the 17th 
century M ordinary maid was getting &2 
a year, n personal  ema ant up to E4. A 
hundred years later a better-class maid 
was getting E8--"ten included." In 
London a well-trained personal servant 
could command between E l S  and 
LZO. So to the 19th century : B lady's 
maid El2 to E20 ; a valet from E25 to 
,650. Yet ns wsgcs went up so did dis- 
content, says Miss Marshall. The  19th- 
century sewant m e  to have an in- 
feriority complex : something their forg- 
runners never hnd. 

Evening Sfandard, London, Vcf .  17. 

, ... 

HISTORY OF ENGLAND - by Yardley 
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FOOD VIEWS Dr. Edith Summerskill, pebple with mnual net incomes equal to 
addressing members of the Market He- some four or more times the price of the 
search Society in London, said the cheapest WT. The cheapest British car 
Ministry of Food wag finding it diRicult to to-day costs the purchaser well over @JO. 
sell new food ideas to the public. She How many people are there with net in- 
knew that the people of the country were comes, after t u ,  sutlicient to support L car 
.longing to get back to their breakfnst of at chis price ? If the pre-war relationship 
bacon and CggS, but ccrcals now were used holds, the answer will be the number of 
more than in the past, and it was possible people with nct incomes of at least L1,250 
that many people would have become a year, of whom there are not more than 
accustomed to ccrenls they never ate before. about 400,000. To say that the domestic 
To-day we had shifted in our food con- market for cam has-been reduced by 80 
sumption from meat, fats, and sugar, to per cent. would be unduly pessimistic. 
more pototoes nnd eerenls. These new But whatever the answer is, it is certainly 
habits we am establishing," she said, ' I  are not anything like 2,VOV.WO. Unless the 
showing themselves in the decreased present relationship between wsts  (in- 
morbidity raft, and the decreased mor- cluding purchase tax) and incomes is very 
tality rate." Mr. Arthur Jones, of the rndically altered, the permanent domestic 
British Export Trnde Resenrch Or- market for the British motor-car industry- 
ganisntion, remarked : '' Some of us won- whichmust in the long run be the b'ackbone 
der whether we have changed our food of its business-will only be a fraction of 
habits, or whether they have been wrested what it wns. 
from us, if only temporarily, by force." Economirt, Oct. 15. ... GERMANY'S OCCUPATION COSTS 

The Bank-der deutschen Laender estimates 

Manchcstn Guardian, Oct. 7. ... 
MARKET FOR CARS Before the war, 
when the cheapest British car cost about 
E125, there were, in round figures, 
2,000,000 private cars on the roads. 'There 
were also, in equally round figures, 
2,000,000 people with net incomes, sfter 
income tax, of, say, LESS0 or over. The 
market for cars equalled the number of 

GermanyS expenditure for occupation cost8 
at 8.1 per cent. of the nationul income; 
this compares with an expenditure for 
armament of 8.8 per cent. of the national 
income in 1936 and of 22.4-per cent in 
1938. 

Die Gcgenuwf, (Freiburgi. Br.) %ne 6 
1949. 

i COMMENT BY MR. PEPYS, 

Pepys, added this comment ofter a walk in  the company 
of the Master of the Mint : *' With Mr. Slingsby of the 
Tower, who did inform me mightily in  seueral things, 
among others, that the heightening or lowering of money 
is  only a cheat, and do good to some porricular men, 
which, if I can bur remember how, I am now by him 
f d l y  convinced of." 

A fornter Secretary 10 the Admiralty, Mr.  Samuel 1 ~ 

' 

~ I b N r t o Y o r k f i n v ,  0-2 1919. ThawcMimtlmmPrpu'# 
'm Ouardion. Srp& ao. ioio. 
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various economies. A deviation of 
as much as IO per cent. could then 
be regarded as exceptional. 

But the current price level is not 
always relevant for determining the 
true value of a country’s currency; it 
has to be a price level at which the 
economy of the country in question 
is reasonably in equilibrium and 
thus has sufficient resilience to be 
able to stand the strain of, for in- 
stance, a moderate depression with 
a return to buyers’ markets. 

It is clearly to nobody’s advantagc 
that the exchange level of a currency 
shoiild be pressed down more than 
is necessar to find without undue 
delay, a serf-sustainhg level. 

Problem of Exports 
There hare been a number of 

countries, howerer, whose exchange 
rates seem to have been at  a 
fairly correct Ic\,el from a purchas- 
ing power point of view (account 
being also taken of controlled prices) 
but whose exports have covered 
(say) on1 one half of tlieir imports, 
the rcsuz being a marked “penury 
of foreign exchange.” It is then 
necessary to en uire why exports 

mediate1 after the war, most coun- 

goods, which made i t  difficult to in- 
crease exports; but by the latter half 
of 1948 production in most Western 
Euro can countries was back a t  

reason for a deficit in the balance of 
payments can then only have been 
that total spending (for consumption 
and investment by the government 
and the general public) was greater 
than the available resources of 
domestic origin and thus on a larger 
scale than the pre-war total. 

Admittedly there are circum- 
stances-as just after a war-when 
it is appropriate to spend, and 
especially to invest, more than the 

have been at  suc 1 a low ebb. Im- 

tries su i ered from a scarcity of 

or a P )eve the pre-war level. The  

. 

domesric resources would warrant 
In this connexion, an important 
question of riming arises, however. 
If large investments are undertaken 
without being matched by sufficient 
domestic savings and if-no foreign 
resources being available at  the time 
-the funds required are obtained 
ihrough a domestic credit expansion, 
the effect will generally be in- 
flationary in character, leading to a 
deficit in the balance of payments. 
Since this will cut into monetary re- 
serves, the country will be exposed 
to a drain on its foreign exchange 
holdings, including, in the first place, 
its dollars; and then the public will 
talk about a “dollar shortage.” 

T h e  proper way of proceeding is 
clearly to ensure that the foreign 
resources required as cover for In- 
vestments (i.e., as additional capital 
from abroad to supplement a coun- 
try’s own insufficient savin s) are 
available in i i c .  If that is t R e case, 
amounts received from abroad will 
be ap lied to the urposes for which 

will then be neither an inflationary 
eficct on the domestic market nor a 
demand for foreign exchange in ex- 
cess of the foreign resources 
specifically provided for the purposes 
intended. 

But it is necessary that the remain- 
ing ex enditure-cither in the bud- 

be covered by genuine domestic re- 
sources. It is also necessary that the 
exchange rate should be at  a roper 
level; but experience proves tEat in 
a Changing world a proper level de- 
pends not so much on calculations 
of purchasing power parities as on 
the harmony attained in the whole 
economic and financial policy which 
a countr ursues. It is interesting 
to recorB tRat when, as in Belgium, 
internal financial equilibrium is en- 
sured by a careful investment poli :y. 
even a relatively pronounced rise in 

they B ave been ogtained; and there 

get or F or other investments-should 
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the domestic price and wage level 

.may be compatible with a 
strengthening of the exchange 
position (for Belgium added to its 
gold and dollar reserves in 1948). 

. Conditions of Success 
When in a particular country 

foreign exchange is solil to im- 
porters by the central bank (or some 
other monetary authority) and the 
imported oods are sold to the pub- 

the existing purchasing power and 
(assuming that inllation has been 
completely arrested) the effect should 
be to set free other goods and ser- 
vices for export. From those ex orts 

replace the foreign exchange it had 
previously sold. But all this will 
happen only under certain con- 
ditions, one of them being. that the 
exporters really hand over the 
foreign exchange to the central 
bank. There is, in fact, a separate 

roblem, viz., that of collecting the 
Foreign exchange. If exporters can- 
not obtain fresh and easy credits 
from the banks, they will be com- 
pelled to repatriate most of the pro- 
ceeds of their foreign sales, since 
otherwise thcy cannot carry on their 
biisincss a t  home-the example of 
Italy in 1947 and of France in the 
spring of 1949 provides evidence of 
how effective credit restrictions may 
he in this respect (it would be pos- 
sible to mention other instances, too). 

One consideration is, 110 doubt, the 
price piid for the foreign currencies. 
A reduction in the margin between, 
on the one hand, rates quoted for 
notcs on the foreign markets (or on 
black or pnrsllel markets at  home) 
and the official rates, on the other 
hand, is of real importance. It seems 
essential that the countries should 
not he deceived by an illusory 
security in the form of rigid rates of 
exchange (as fured by the Control), 

lit, those F atter sales absorb part of 

the central bank should be ab P e to 

but that they should look squarely 
at the situation and ask themselves 
what rnportion of forei n exchange 
is rea!ly being collectej-and then 
they might remember that the dif- 
ference hetween soundness and 
failure of an enterprise is often deter- 
mined by a margin of 10 per cent. 

Exchange Rates 
In the years 1932-34 Austria made 

a successfiil adjustment of its ex- 
change rate by a gradual process in 
which permission to apply so-called 
“compcnsation rates” was granted 
more and more frequently until it 
was possible to gauge the true level 
of the newly-restored equilibrium. 

In a somewhat similar way, a num- 
ber of countries in Europe-and 
notably Italy and France-have 
o crated along the lines of flexibility 

practised with a view to stabilization. 
Their acrion in this respect has been 
more or less in conformity with the 
time-honoured methods of the past. 
But it is by no means out of the 
question that a successful result can 
also be achieved in other ways such 
as, for instance, a sudden alteration 
affecting the whole exchange rate 
structure, i.e., a modification of the 
pnr rare by ? definite percentage, the 
new rate being introduced (so to say) 
with one stroke. In that way, a new 
equilibrium may become established 
if the judgment of those who decree 
the change is sufficiently reliable. 

In either case also, the foreign ex- 
change control may be retained, but 
the success of the adjustment-as of 
any set of rates in force-will ulti- 
mately have to he judged b the ex- 
tent to which foreign exc h ange is 
freely made available for all current 
transactions and all normal capital 
transactions (the control being re- 
tained as a safeguard against exces- 
sive capital movements). Success, 
however, will only come if the ex- 

o F exchangc rates, but a flexibility 
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change lol'"{ is sufficiently co- 
ordinate wit appropriate policies 
in other fields, and especially as 
regards budget and credit conditions. 
When a country lowers the exchange 
value of its currency an ex ansionisr 
element is pro tanto introBuced into 
its economy and rhe country is then 
likely to be successful in improving 
its balance of payments if, ar the 
same time. it applies a relatively re- 
strictive credit policy and shows 
moderation in the extent towhich its 
costs and prices are allowed to be 
adapted. 

Considering that the history of 
prices, costs and all the other 
phenomena of an inflation has been 
a very different one for the various 
countries in Europe, it is not to be 
expected that such exchange adjust- 
ments as prove necessary will be 
applicable in the same way to all of 
them. Bur, evcn if the problems are 
not the same, there are certain mini. 
mum requirements to be fulfilled 
before a country ceases to be vul- 
nerable as far as its supplies of 
foreign exchange are concerned. One 
of those requirements is that it 
should be free to shape its commer- 
cia1 policy nor chiefly with an eye 
to day-to-day receipts and outgoings 
of its foreign exchange till, but in a 

broader way. For that to be feasible 
it must have ade uate monetary re- 

its whole policy will be on too pre- 
carious a basis; and, without suf- 
ficienr backing, it will be impossible 
when some trouble arises (as it 
always does) to maintain the con- 
fidence in'the currency which is in- 
dispensable for the regular collection 
of the foreign exchange that should 
flow, day in, day out, into the mone- 
tary reserves. 

Now that rehabilitation has gone 
SO far that war-time shortages are 
being overcome and, consequently, 
control can be lifted in one sector 
after the other, the material con- 
ditions are beginning to be estab- 
lished for a freer movement of goods 
and services internationally. That 
being so, it may once more be pos- 
sible to ut greater reliance upon the 
cost ansprice levels of the different 
countries as the factor determining 
the rates of exchange. When mone- 
tary reserves are sufficient to provide 
for temporary deficiencies without 
forfeiting confidence, the exchange 
values of different currencies ma 
soon be expected to correspond: 
according to the valuation of the 
market, to the buying power of the 
currencies in question. 

serves, otherwise % t e management of 

Severe Test for European Co-operation 

The Paris correspondent of the " Ncuc Zuercher Zeitung tries to give a 
balanced picture of the present obstacles to European co-operation. The 
Continental Ministers were not consulted during the meetinp in Wnshingron 
and the dearee of devaluation exceeded all expectations. If Britain's devaluation 
hnd been limited to 20 per cent., neither B e l + n  nor Italy would have altered 
their exchange rates and France would probably have nnified her rntes an the 
bnris of the previous " free 'I  rate of 330 francs for P dollar. Thus the degree of 
the devaluation of the pound has necessitated unforeseen adjustments in other 
countries. On the other hand, Britain could hardly have acted differently ; 
she might have informed her partners in O.E.E.C. confidentiallv. but it would 
have been impossible to debate the decision beforehand. Even if this is 
granted. the currencv adjustments arc. nevertheless. a severe test for European 
co-operation. The  fact that O.F.E.C. (as also the International Monetary Fund 
was treated sa n "quantird negligeable " for this decisive economic adjustment, 
i n  bound to inRuence the future of the Organisation. 



Britain’s Balance 

1947 

of Payments 
A summary of the current account for the$rst halfof 1949 

1948 

809 
24 

621 
36 

127 
51 

100 

1,768 

115 
14 
17 
37 

- 

Payments 

1. IMP OR^ (f.o.b.) 
Food and feeding stuffs. .. 
Animals and seed*. ...... 
Raw materiels.. ......... 
Tobacco ................ 
Petroleum. ;. ........... 
Machinery & vehicles. .... 
Other imports.. ......... 

Total.. .............. 
2. GOVSRNMRVT OVERSEAS 

EXPENDITUW 
Military.. .............. 
Relief & rehabilitation.. .. 
Germany. .............. 
Admin., diplomatic. etc. .  . 
War disposals and settle- 

mentS . . . . . . . . . . . . . . . .  
Other Government (net) 
Total overseas expenditure 

(net). ................ 
3. Shipping.. ........... 
4. Interest, profits nnd divi- 

dends ................ 
5. Films(net). . . . . . . . . . .  
6. Travel.. ............. 
7. Total payments.. ..... 

Receipts 
8. Exports and re-exports 

(f.o.b.). ............. 
9. Shipping.. ........... 
10. Interest. profits, and 

dividends. ......... 
11. Travel .............. 
12. Other (net). . . . . . . . . .  
13. Total receipts.. ...... 
14. Surplus (f) or deficit 

(:)on current account 
of which : 
Visible trade.. .......... 
Invisible. ............... 

(t million) 

1946 

539 
23 

334 
71 
61 
20 
49 

1,097 

382 
104 
40 
30 

-1 52 
-109 

295 
145 

80 
17 
45 

- 

1,679 

889 
162 

153 
12 
83 - 

1,299 

-380 

-208 
-1 72 

719 
26 

517 
30 
78 
87 
84 

1,541 

197 
58 
80 
37 

-121 
-44 

207 
181 

106 
14 
80 

2,129 

1,100 
205 

153 
21 
20 

1,499 
- 

-630 

-441 
-189 - 

1 -90 
3 

96 
189 

108 
10 
77 

2,248 
- 

1,555 
246 

174 
33 

130 

2,138 

-1 10 

- 

I -213 
f103 

Jam-June 
xovisional) 

1949 

430 
13 

356 
14 
58 
28 
56 

955 

112 
7 
6 

20 

-76 
-1 0 

79 
97 

55 
3 

34 

1,223 

907 
137 

83 
19 
67 

1,213 

-10 

4 8  
+48 

- 

P m  CUD.  7703 R.M. S l d C * c ~ y  Olliicr. London. Oclobcr 7lA, 1049. 

699 



Where U.K. Imports Came From 
This table shows the distribution of U.K. expenditure 
on imports by main categories of commodity a n d  by areas 

(-L million) : f.o.b. values. 

Fmm 

DOLLAR A m  
Food and feeding stuffs. . 
Animals and seeds.. ..... 
Raw materials. .......... 
T o b ~ c  co ................ 
Petroleum, ............. 
Machinery and vehicles.. . 
Other imports.. . . . . . . . . .  

Total.. .............. 
OTHER W s m  HEMI. 

Food & feeding stuffs. .... 
Raw materials.. ......... 
Other imparts.. .. 

Total ................ 
STRRLINO AREA 

Animals and seeds.. ..... 
Raw materials. .......... 
Tobacco ................ 
Petroleum. ............. 
Machinery and vehicles. .. 
Other imports.. ......... 

SPHEWI 

Food & feeding stuffs. .... 

1947. 

243 
2 

159 
19 
41 
80 
20 

564 
- 

117 
31 

5 

153 

261 
20 

188 
9 

10 
1 

15 

504 

82 
4 

90 
2 

17 
6 

32 

233 

16 
49 
10 
12 

- 

- 

87 

1948 . 
Jan.-June 

78 

77 
11 
21 
23 
6 

216 

- 

- 

63 
11 
1 

75 

188 
8 

110 
7 
6 
1 

18 

Total. ................ 
O.E.E.C. Comics 
Food and feeding stuffs.. . 
Animals and seeds.. ..... 
Raw materials. .......... 
Tobacco ................ 
Petroleum. ............. 
Machinery and vehicles.. . 
Other imports. .......... 

Total..  ............... 
OTmn Coumniff 
Food and feeding stuffs.. . 
Raw materials ........... 
Petroleum. ............. 
Other imports.. ......... 

Total.. ............... - 

338 

55 
2 

47 
1 

19 
4 

19 

157 

38 
51 
16 
8 

- 

113 

1948 

July-Dec. 

64 
1 

65 
11 
24 
18 
3 

186 
- 

66 
23 
3 

92 

174 
11 

104 
5 
7 
1 

14 

316 

58 
2 

69 
1 

15 
4 

20 

169 

25 
54 
18 
9 

- 

- 

106 

1949 
Jan.:June 

provisional 

78 

78 
2 

23 
19 
5 

205 

20 
20 

40 

219 
10 

132 
9 
9 
1 

15 

395 

79 
3 

74 
' 3  

13 
8 

26 

206 

34 
52 
13 
10 

109 

- 

~ 

- - 

- 

- 

- 

! 

! 

I 

. .  

I 

I 

I 

I 



The. ‘‘ Safety Margin ” 
Will Not Lust for Ever 

By Dr. PAUL EINZIG 

Over-emplnyment, heauy public expenditure and social 
services beyond our means will continue :o make for 

higher pricer 

ONLY a super optimist would pre- 
dict stability of British prices, 

restoration of equilibrium in our 
foreign trade, an increase of our gold 
reserve to an unprecedented level, 
and a national regeneration leading 
to greatly intensified productive 
efforts and acceptance of heavy 
sacrifices in the national interest. 

I n  1931 there was a definite 
stimulus to “export unem loyment.” 

export. After 1931 the stimulus to 
exports benefited all industries, 
directly or indirectly. After 1949 one 
industry’s meat is hound to be 
another industry’s poison, unless 
there is incrcased productivity or a 
reduction of home demand to pro- 
vide the extra exportable surplus. 

The  policy of 1931 resulted in a 
marked increase in roductivity and 
a drastic cut in puglic and private 
expenditure even beyond what was 
necessary. To-day, according to Sir 
Stafford Cripps’s own admission, 
there is no hope of a rapid increase 
in productivity. A drastic curtail- 
ment of home demand for goods is 
the only practicable way in which 
the emortable surplus can be 
materially increased. 

Present indications are that cuts in 
public expenditure will be limited to 
5 per cent., and that there will he no 
cuts in private expenditure such as 
were made in 1931 in wages and 
social services. Taxation is already 
at  almost its maximum level. Since 
:n conditions of full employment no 

To-day there is no unemp P oyment to 

increase in productivity can be ex. 
pected from additional employment, 
the only thin is for workers to work 
harder and fonger. But increased 
working hours have been ruled out. 

It seems probable, therefore, that 
the increased exporfable surplus will 
be derivcd almost entire1 from cuts 
in capital investment. L so far as 
cuts are made in unproductive 

this will be a 

Government will he reluctant to cut 
too drastically many of its favourite 
public works schemes, and that the 
ma’or part of the burden of the cuts 

investment schemes. Such amount 
of production capital expenditure as 
remains will have to ue devoted to 
the needs of readjustment of indus- 
tries in order that we may he able 
to increase our exports to the dollar 
area. 

After 1931 the aim of official policy 
was to allow sterling to fluctuate and 
to adjust the rate from time to time 
with the object of maintaining a 
reasonably stable internal price level. 
A fall of prices in sympathy with the 
trend of rhe world price level was 
avoided by means of a corresponding 
depreciation of the exchange rate. A 
rise of prices was avoided by prerent- 
ing the exchange rate from depre- 
ciating. beyond the extent to which 
it had to be allowed to fall in order 
to avoid a fall of prices. By deciding 
in 1949 in favour of a stable sterling 

wil ! be imposed on productive capital 

701 4 6  P r m  Th F i m W  Timnu, S c p W  22.1840 
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rate after a drastic devaluation. the 
Government has relinquished the 
means for pursuing such a policy of 
prics stabilization. It is true, by 
making a very drastic cut, the 
Government has prevented a decline 
of British prices in sympathy with 
the recent fall in the American price 
level. Biit. by playing for safety and 
depreciating the pound to a larger 
extent than was necessary to restore 
equilibrium between British and 
American prices, the Government 
has created a fondamental tendency 
wwards a rise in British prices. 

After discussing the effect of 
general devaluation in the American 
economy. which may mean in the 
end a deraliiation of the dollar, Dr. 
Einzig concludes by saying: 

After roi l  the recovery o f .  the 
Brirish gold reserve was due not SO 
much to an export surplus as to a 
return of confidence in sterline. lead- 
ins  to an influx of foreign halances. 
In 194o there will be. no doubt. a 
similir immediate recovery, as at 2.80 
sterling is bound to command con- 

fidence. But takin? a long view, 
sterline is nor likely to command 
the same confidence as it did after its 
deprecintion in 1031. The  Gorern- 
meor’s varioris economic and social 
policies which have heen larqely 
resnonsihle for the development of 
a situarion in which drvaliiation be- 
came inevitahle are likely to con- 
tinue. Over-employvent. hravy 
piiblic eunenditure. and social srr- 
vices heyond oiir present means will 
continlie ro mike  fnr hieher prirer. 
Admirrcdlv. the “safrrv mve in”  
secrired throuph a drvalrration hv 30 
ner cent. is substanrial. Ritt it  is not 
inexhaiisrihle. And iiideine hv the 
onrimistic arritude disnlaved hv Sir 
Sraffnrd Crinns since he annoiinced 
rhe devaluation (which he resisrcd to 
the iirmosr unril rhc elevenrh hour), 
the Government is likelv to l ive  on 
the “safetv marein” instead of adont- 
inq unpopular hirt necessary 
measures to consolidate the tem- 
porarv advantages gained by de- 
valuation. 

Next Year, Britain May Be Bankrupt 
There is a real minimum to the reserve on which 
Britain can do. the banking of the sterling area 

THE expenditure of the British million since the beeinnine of 1947. 
gold rmerve in the quarter that  It must he undersrood that there is 

has iust  ended was catastrophic. The a real minimum. nor iust a planner’s 
pound was devalued when we were tareet. for the size of ihe reserve on 
near to hankroptcy. And all the which Rvitain can do the bankinc of 
present evidence is that bankrunrcy the sterline area. The  nlanner’s tar- 
has heen put off for no more than gei of $?.ono million as the “safe” 
a few months by the measures so far minimum was forgorren lone neo. 
in siyht. The necessnrv workine hilance 

The  remaininq reserve of $1.404 cannot be formmen. No onc knows 
million looks like a lot of money- unril we eet there how small it can 
even when we have lived beyond oiir he. bnt it is p w t y  certainlv not less 
dollar income to the extent of $8,180 than $1,000 million, even when h u e  

P m n M ~ n c h a t a ~ ~ L o n . ~ S .  1940 



BRITAIN MAY 
is fair confidence in sterlinc. Revnnd 
that point rhe Bank of Eneland be- 
comes unahle ro honour all its 
ohliearions to change sterling cur- 

Tha t  is bankruptcy for Britain: it 
has heen talked about often enough 
in the last two years and has not hap- 
nened. bur that does not mean that 
it never will. It woiild mean that 
the sterlinq area worild break up; 
that a laree part of world trade 
would he disruored: that British im- 
ports wotild fall sharnlv: and that in 
the resultinlr industrial disturbance 
there would he heavy unemployment 
and little chance of curinq it. We  
were very near to this hankruntcv on 
Sept. 18. Until the day of devahia- 
tion the deficit in Britain’s dollar 

. accounts went on. in spite of the 
“standstill” in dollar buying. at  a 
heavier rate than in the second quar- 
ter of the war. If payments ro 11s 
from Marshall aid funds had not 
been kept up  a t  almost the rate of 
the first year, and if the pound had 
not been devalued before the end of 
the quarter, the gold reserve now 
would be less than $1.200 million. 

These are both temporary assets. 
T h e  buying of sterling by foreign 

, 
’ rencies into dollars. 

RE BANKRUPT 703 
traders and hankers. who had lei 
themselves rim shorr of it hecause 
thev were exnwting devaluation. has 
added $80 million to our Fold and 
dollar reserve in the nasr fovmieht. 
and may caiise it to PO on risinr for 
another week nr two. Aher  that 
most of rhe old forces will he at  
work amin ro mike it fall. In  rhe 
l i r t  nnnrrer we h i r e  heen pertine 
M--~hnll aid. a t  rhe rate of Sr.126 
million a war .  far f w e r  rhan is dirc 
to over the whole 1% mnnths 
which heran on Tulv I. For rhe nexr 
nine months rhis aid is hoiind ro he 
smaller hv nuire $-in million a vear. 
The  immedinre reliefs mnnrerl to i t s  
n t  rhe Washineton confermce will 
nor do more than offser rhis loss. Thc  
dollar deficit will. of course. he 
checked a little hv the cuts in im- 
ports and also because payments ta 
Britain will not he held up as they 
were in the summer. This quarter 
the reserve is unlikely to fall as much 
as the $>io million of last quarter, 
even if we do not earn more dollars 
by exnorrs. We shall not he bank- 
rupt by the end of the year. We  shall 
be early in 19.70 if we do not very 
quickly earn more dollars. 

U.S. Post War Aid Exceeds 13,000 Million Dollam 

In the fiscal year ending June, 1949. the U S .  provided eifrs and grants to 
other countria to n total of 55.169 million, almost double the fimre of 82.693 
million for the precedinp year. Of these amounts E.R.P. participants and their 
dependencies received $4.080 million, compared with $1,890 million in the 
previous year. In the whale period 1945-49 tornl grants have been 813,260 
million. In addition the US .  has extended crcdits requirinfl repnyment of over ~~~ ~~~ 

81O.M). million. In Europe, Germany has been the chief beneficiary of outright 
grants since 1945, to nn mount of over 82,000 million. In the same period 
grants both to the United Kingdom and France eaceeded 51,000 million. Itnly 
received $1,336 million. In the Far East erants since the end of the war to China 
haw been 81,533 million, to Jspm $1,265 million and to Korea SW9 million. 



US. Manufacturers Propose . 

Scheme to Expand Trade 
On fhe day L devaluation was announced, fhr World 
Bank receiuedfrom fhe US. National Association 
of Manufacturers, a 15-point programme for 

expanding muhilaferal trade 

American manufacturers’ 
p l o u p  emphasized the need for 
“full freedom of international pay- 
ments as an indispensable prc- 
requisite to expanded multilateral 
trade.” While reco n i ~ i n g  that com- 

vertibllity must be regarded as a 
long term goal, N A M  said “steps 
can be taken immediately leading to 
free and effective convertibility even 
with the dollar, and articularly as 
between Europe ancf the sterling 
area.” 
’ Steps advocated by N A M  included 
currency stabilization loans to other 
nations from American rivate or 

revaluation, governments’ budgets 
balance at lower levels, and steps by 
the United States as well as the 
dollar-short nations to increase sales 
of goods imported into the United 
States. 

In the programme transmitted on 
Sept. 18 to World Bank president 
Eugkne R. Black and Monetary 
Fund chairman Camille Gutt, N A M  
expressed the opinion that the 
American taxpayer may reach the 
point of “‘grant fatigue . . . in dis- 
illusionment as to Europe’s ability or 
willingness to co-operate unreserved- 
ly to achieve ob‘ectives of the 
(European Recover 1 programme.” 

NAM stressed t i e  idea that “ex- 
panded multilateral trade under 
comparable labour standards be- 

plete , internationa k currency con- 

public funds, mulrilatera P currency 

tween free men is the world‘s best 
hope for higher standards of living 
and for peace, happiness and ptos- 
perity.” 

The  nine points for European 
nations were: 

I .  Budgets must be balanced. and 
in many instances at levels below the 
present expenditure rate. 
2. Tax systems in many instances 

must be overhauled and tax collec- 
tion practices made effective. Tax 
structures should be revised so as to 
encourage productive private invest- 
ment. 

3. Central banking policy should 
be so administered as to avoid credit 
infIation, while giving maximum en- 
CO agement to productive invest- 
m 3 t .  , 

4. Currencies must be brought 
into an “economically justifiable” 
relationship. 

5. Tourist travel needs to be en- 
couraged by removal of as many 
restrictions as possible. 

6. Protection must be afforded to 
foreign investment to encourage and 
stimulate its flow. 
7. Obligations between the allied 

countries and within the British 
Empire should be adjusted, funded 
or forgiven. 

8. Full, fair and free competition 
should be promoted in the world 
economy to bring down costs and 
prices. 

9. Goods imported to the .US. 
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should be mot& aggressively mer- 
chandised to the American public 
U.S. merchandising organizations 
and ability are available to manufac- 
turers abroad on exactly the same 
terms and conditions as to US. 
manufacturers. hlany European 
brand names are already favourably 
known in the United States and need 
but moderate and consistent effort to 
become firmly established in the 
highest realm of public acceptance. 

N A M  recommended the following 
steps to be takcn by the United 
States: 

I. The  US. should indicate its 
awareness of the vital importance of 
imports to the ultimate solution of 
the world trade problem by im- 
mediate revision of technical custom 
procedures to facilitate imports. 

! 
: United States to h a e a s e  tourist ex- 

penditure. 
3. I t  should balance its federal 

budget at  a “substantiallv” lower 
I 

rate aiid revise tax structu;e to en- 
courage private investment. 

4. I t  should return to the gold 
standard hy rr-establishing the con- 
vertibility of dollars into gold bullion 
and erentiially into gold coins. 

5, I t  should speed agreements 
with other countries to afford pro- 
tection to American foreign invest- 
ments. 

6. The  United Srates should be 
qrcpired to accord serious considera- 
tion, when favourable conditions 
have been established abroad, to cur- 
rency stabilization loans under con- 
ditions that will assure their effective 
use. Whenever possible, such loans 
should h-e made from private sources. 
If private capital is unavailable or 

minimum impediments to world inadequate, loans might be made for 
travel on the part of American currency stabilization out of Mar- 
citizens leaving and returning to the shall Plan funds. 

2. It should reduce to the absolute‘ 

=.-E 

A Magnifient Opportunity 
for Productive, Efort 

By the Rt. Hon. L. S. AMERY 

EVALUAITON amounts to a pre- the necessity of preferential arrange- 
ferential tariff covering prac- ments covering the European coun- 

tically the whole British Common- tries and their partners and depen- 
wealth and niost of Europe, ranging dencies overseas. 
from 43 per cent. in the case of the There i s  a further point of no 
sterling area and of those European small importance which arises from 
countries which have gone the whole the present devaluation-namely, 
way with 11s down to the I I per cent. the opportunity which it offers for 
preference afforded by Canadian freeing trade and enterprise from 
devaluation. It thus creates an restrictive bureaucratic control. One 
almost ideal field for the maximum ‘ustification of our drastic devalua- 
of prodiictive effort, if only we all rise [ion of the pound is that it kills the 
to our opportunity. Incidentally. it black market and should make it 
carries mto effect the economic possible gradually to get rid .of all 
recommendations of the recent exchange control. There are many 
Strasbourg assembly which stressed other restrictions now in force affect- 

F m  (1 1- in The Ti-. SrpVmbn 94,1949 fm 
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ing trade 'between Europe. and tive activities. It can on1 be cured 
sterling countries which might also by the creation of a new 1: alance on 
be progressively eased behind the a scale of production com arable in 

rem, especially if it can, as it shourd the United States. If Americans 
be extended to the field of actual help us to build up that balance by 
tariff preference. The  more bureau- importing somewhat more and by 
cratic restrictions can be cased the investing in our productive effort, so 
gr:ater the encouragement to enter- much the better. But the main effort 
prise, to avail itself of its oppor- must come from ourselves, from the 
tunities. fullest effective employment of all 

The world economic crisis is a our resources, human and material, 
crisis of unbalance due to the im- here and in all the countries with 
mensc all-round preponderance of whom we arc associated. Devalua- 
the American economy. It cannot tion does not, 06 itself, create that 
be cured by asking the Americans result. But it can afford us the 
to adopt a one-sided economy, such opportunity to create it, if only we 
as we adopted in the last century, to realize the greatness of that oppor- 
the detriment of any of their produc- tunity. 

shelter of the new preferential s s volume and efficiency wit R that ef 

-:a= 

Food for  India 'Will Be 
Costly for Britain 

By aformer Finanm Member of the Government of Madras 

@E, perhaps unforeseen, conse- valuation, the result of which will be 
quence of the devaluation of to mrke the Pakistan rupee a hard 

the pound is an accentuation of currency. 
India's economic difficulties arising Something will have to be done 
from the fact that she is a heavy im- and done quickly to prevent a break- 

orter of food grains. These imports down. A loan in kind of a million or 
Rave been running at the rate of so tons of food grains to India by 
some four million tons a year, of America would go some way to ease 
which rou h ly  two-thirds may come the immediate problem. India might 
from har currency areas and one- also draw a quota of sterlin from 
third from Australia, Burma and the International Monetary und to 
Siam, and are financed mainly by su plement drawings on her sterling 
drawings on sterling balances and bafances. But these are no more .&an 
their arrial conversion into dollars. s topsap expedients. 
The  d k l u a t i o n  of the Indian rupee The  only permanent solution is a 
will increase considerably the cost of rapid expansion of food production 
these essential supplies and neces- in India and the Middle East, mainly 
sitate even heavier drawings on by an extension of irrigation. What 
sterling balances, much to our own is needed is a series of tripartite 
embarrassment. A further com- agreements between America, 
plication is the decision of Pakistan Britain. and undeveloped countries 
not to follow the lead of India in de- to finance development programmu 

# dg 
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FOOD FOR INDIA 
partly by Ihe provision of dollars, 

the release of sterling 
g:;%ePbut at  a much reduced rate, 
and partly by the mobilization of 
local supplies and man-power in 
agreed proportions. 

Plans for major irrigation and 
hydro-electric projects for India and 
Iraq have already reached an ad- 
vanced stage, and in the case of Iraq 
only await the approval of the com- 
mission now at work in the Middle 
East. If sanction in principle can be 
obtained for one or more pro'ects in 
each country by the end o f t  tl e year 
it should b e  possible to start pre- 
liminary work early in 1950 and 

bring h e m  into full operation by 
1951. The main obstacle to progress 
may prove to be political, the reluc- 
tance of America to risk investment 
in areas where internal conditions 
are unstable, and the fear of un- 
develooed countries that the-accen- 

:, 
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tance df foreign aid may compromiie 
their independence. It would, there- 
fore, seem desirable to call an inter- 
national conference as early as prac- 
ticable for the double purpose of 
establishing a basis of mutual con- 
fidence and of defining the financial 
responsibilities of the partners in the 
jnlnt enterprises. 

-:--.c 

Share the Burden of Sterling Balances 
By Sir JEREMY RAISMAN 

SHARING of the burden of ster- be done to relieve the effect on A ling balances would provide India's external position of the neces- 
enormous relief for the U.K. and a t  sity to import food from the Western 
the same time would cater for the Hemisphere. The  situation in Asia 
provision of capital goods for the to-da calls for a measure of states- 
much-needed development of back- mansriip corresponding to the 
ward countries. It would provide American decision to embark on the 
access for Am.nrican producer8 to European Recovery Programme if a 
markets from which they are a t  firm foundation is to be laid for an 

resmt excluded, to a large extent, approach to such a balance of world !I, the shortage of dollars. forces as will ensure the prospects of 
In the short term something could peace. 

m m .  obobn II.1910 
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India's Loss IN effect India's balance of pay- struck ourselves a serious blow. In 
ments position i i  heavily injured terms of the balance of payments 

to the extent of an increased loss due this is represented at  once by about 
to devaluation against hard currency Rs. 28 crores, but there are deeper 
of about Rs. 28 crores. This may be consequences in our indosrrial hfe. 
reduced in 1951 and 1952, but the 'It does us no good to aroid the fact 
immediate consequences are grimly that an economy sorely strained 
clear. The  fact that this decision was already has been visited by further 
inevitable does not make it any hap. trial; unless there is dollar help by 

ier. By the insularion of ourselves way of loan 01 grants, devaluation 
from the dollar area in order to will leave its bitter mark upon our 
accommodate the pound, we have whole economic life. 

Pmn TD4 Emf- E- Naa  DdM. %4mnhv rn 



the Dollar 
Follow the Pound? 

Will the US. increase the dollar price of gold as 
parr of the process of restoring the gold standard? 
Snyder has said “No”-and continues to say 

“No” with increasing emphasis 

By the Washington Corrcspondcnt of The Statist 

N the wake of devaluation of I sterling and other major curren- 
cies thcrc has come a new current 
of rumours that the United States 
dollar musr eventoally topple, too, or 
he tied more securely to gold. 

Oiic Washington “do esheet,” 
which piirports to give its sugscrihers 
secrct information, published a fore- 
cast this week that Treasury Secre- 
tary Snyder would use the long 
Thanksgiving .Holiday week-end, 
Nov. 24-27, to announce a return to 
the gold standard for doinestic pur- 

oscs as a prelude to increasing the 
:rice of gold-and hence devaluing 
the dollar-from $35 per oz. to $45 
All of this was siipposed, according 
to this wholly tinlikely report, to he 
planned at the recent Cripps-Abbott- 
Snyder talks. 

Yet another rumour has i t  that 
snles of untreated gold have tripled 
in the past twn weeks. Some sales- 
inen dealinc in this unregulated 
mctal have heen telling their pros- 
pective customers that its value will 
go up to $5.7 an oz. They point to 
the speculative prices prevailing in 
such far-off places as Macao, Cal- 
cutta and Algiers. Government 
officials who watch the traffic in gold 
say they are sure there has been a 
considerable hoarding of gold and 
other precious ohiects by wealthy 
people. particularly refugees who 

have experienced more disastrous 
monetary changes than the native- 
born American citizens. 

Though the United States law for- 
bids coinage of gold or ownership, 
except in industrial, commercial and 
artistic forms, by rivate citizens, 
this ban never has \,en applied to 
untreated gold. Over the past two 
years n small market for dust, stored 
111 warehouses, has heen cultivated 
by small mines and some lar e 1 

tend to exaggerate the demand for 

the transactions acknowledged by a 7 1 
their product. Treasury officials sa 

of the companies up to June this year 
amounted to about rg,ooo ozs., a 
trifling business. They have not 
checked more recently. 

For buyers of this warehoused gold 
to makc a profit speculation or 
devaluation would have to  push the 
price fully one-third above the 
official $35 per oz. figure. The con- 
tract used by Bache and Co., one of 
the active sellers in the national 
capital, quotes a price of $39.50 for 
gold about 85 per cent. fine. This is 
equivalent to $46 an oz. for monetary 
gold. Thus, the speculators and 
hoarders must count on the United 
States dollar being devalued even 
more than the pound sterling. 

The  Treasury has authority to stop 
these sales of untreated gold, bur it 

’ 
i 

brokerage compnnies. They natural pi y 
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does not choose to do so. They serve 
as a pressure gauge for re istering 
any AI h t  from the dollar, E r  if the 
price of this dust went u ver much 
it would become profita%le $1 sub. 
stantial placer mines to dispense 
with using mercury, which puts their 
output in the regulated, “treated” 
categor , a n d  use only water to clean 

greater losses hut meets the 
Treasury’s exemption for “un. 
treated“ metal. 

The  Treasur also is reluctant to 

whose efforts to improve the lot of 
the domestic gold mines have been 
unavailing and only half-hearted. It 
would accept the risk of touching- 
off a Congressional battle over gold 
only if hoarding and speculation in- 
creased enough to affect mass psy- 
chology and result in a spree of dust 
sales. There is no sign that they 
have approached this proportion yet. 

Divided Opinions 
Thus far, the people who are in- 

terested in doing something about 
gold are badly divided, so that the 
Government has not had to worr 
about legislation. On the one hand: 
the gold-mining interests want a 
higher price ant-I are concentrating 
on Bills to legalize a free market,for 
precious metal without imposing ,on 
the Treasury the duty of converting 
currency into coin upon demand. 
On the other hand, economists and 
business men who favour a return to 
the gold standard want no change in 
price, a fixed parity with the dollar, 
and full convertibility. In hearings 
before a Congressional committee 
earlier this year these two grou s suc- 

the Treas~ry’s delight. Government 
officials didn’t even bother to testify. 
T h e  idea that the United States 

mirht  first return to the gold stan. 

the g o d ,  P a process which entails 

stir up the 1 d estern Congressmen, 

cessfully neutralized each ot R er tn 

da<d and then increase * t he io ld  price 

I‘HE DOL1,AK 7% 
is patently absurd. I t  would then 
create the very windfall profits that 
it sought to aroid when the dollar 
was devalued in 1934. One of the 
strongest arguments against goin to 
a full gold standard is that derafua- 
tion, if it became desirable under 
unforeseen future conditions, would 
then be made more difficult. 

Legal Problems 
United States laws make monetary 

changes by decree much more 
troublesome in this country than in 
most other major nations. If the 
Treasury ever wanted to go back to 
a gold standard it would hare to con- 
tend with a statute that forbids the 
striking of coins or the issuance of 
coins. Unless this law were repealed 
the Treasury could only sell bullion, 
and it is doubtful that it could sell 
this in any form that bears a Govern- 
ment stam of ap roval. Perhaps 

ing to accept metal for hoardinp in 
this form, but it would have little 
appeal to the iiian in the street, who 
must be given an equal chance to 
cnnvert his paper if he wants to. 

If the Treasury wanted to increase 
the price of gold it would have IO dis- 
regnrd a statute which fixes the gold 
contcnt of the dollar quantitatively 
at  1/35 of an oz. It would also bare 
to proceed without seeking the 
Monetary Fund‘s approval for ii 
change in the pnr value of the dollar, 
for the law authorizing this country 
to become a member of that institu- 
tion says that no change in the par 
value shall take place unless Con- 
gress approves. 

So, though there is no clear-cut bar 
against issuing a proclamation allow- 
ing citizens to hold gold and buy it 
from the Treasury or against a 
.change in the Treasury’s buying 
price, there are legal complications 
that could be ignored only in time 
of grave emergency. 

some wealt E P  y peop e would be will- 
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There is no doubt, according io 

officials who know him well, that 
Treasury Secretary Snyder meant it 
whcn he said he does not intend to 
change the price ot gold. His advisers 
argue cogciirly char doing so would 
U I I ~ ~ I I ~ I I C  confidence in rhe world's 
soundest currency and perhaps also, 
in the long run, decrease, rather rhan 
enhance, the importance of gold as 
a 1nonet:try base. Certainly the metal 
derives much of its attractiveness 
to-day froin the fact rhar the United 
Stares is willing to buy unlimited 
quantities at a price umt has re- 
nmined stable for nearly a decade- 
and-a-half. 

'l'llouga its policy remains un- 
changcu, the 'I'rcasury is undcrstand- 
ably roucliy about the sub~ect  of 
gold. IC IS co11standy Ilecdeu oy the 
gold inincrs, wliu co~nplaiii .dui the 
uhed PIILL. IS putting nrauy iiiiiics out 
ot busmess and reducing prohts 
gcntraily. A continuous canipaign 

on behalf oi a gold standard is car- 
ried on by some very re utable 
economists, business men an { news- 
ppers ,  with a sprinkling of Congres- 
sional support. There is a budget 
deficit, now running about $5 biUion 
a year, that would be wiped out tem- 
porarily by juggling the price of gold, 
thus inakiiig it possible for poli- 
ticians to spend all they want and 

(still give the public the tax relief they 
demand. 

Thus, it is natural for the Treasury 
tu be anxious about the investigatiou 
of gold thzt has been laid to the 
directors of the International &lone- 
tary F u n d g t  the insistence of South 
Africa. A finding by the Fund's 
board that the price ot gold should 
be increased (*I that substantial salts 
ar premium prices are justihed 
would, perhaps, give doinestic groups 
ihe kind ot rallying cry they need to 
hing about a ciiarige in .she nation's 
monctary system. 

=sz:-:c 

Scientist in Industry 
Sir Roben Watson-Watt will address the Economic Research Council on ' I  The 

Scientist in Indusiry," on Wednesday evening, Uecemhcr 7, at Y o ' c l o ~ .  'l'he 
meeting is in the Angus noom. 55, Park Lane, London, W.l. bar John 
Madl aggart will preside. Non-members may be present if they wlll send 
word 01 their intention to the Secretary, Economic Research Councrl,.lM, South 
Street, London, W.l. Sir Hobert Watson-Watt is a member of the Senate of 
London University and a I'rllow of the Hoyal Society. H e  is icientific adviser 
on telecommunications to the Air Ministry and to the Nlinistnes or SuPP!Y, 
I ransport and Civil Aviation, and scientific adviser also ton number of rnduscrral 
organisations in Great Britain and U.S.A. 
,. 

CO-OP DIVI. TOTAL UP &ZSO,OOO 
In 1948 &35,461,000 was paid in dividends on sale3 by 1,113 registered retail 

societies, which compares with E35.216.000 by 1,118 societies in 1947 and 
E23,576,000' by 1,168 in 1938. Sales by these retail societies totalled 
&489,887,000 in 1948, compared with E434,215,000 in 1947 and &262,401,000 
In 1938. Salaries and wages in 1948 accounted for E63,54S,OOO. Total 
assets in 1948 were &396,368,000, against &390,275,000 in 1947 and &228,885,000 
in 1938. The wholesale and productive societies, of which there were 189 in 
1948, paid E9,862,000 in dividends on sales, compared with E8,992,000 by 182 
societies in 1947, and &3,321,000 by 146 in 1938. Sales of the wholesale and 
productive societies totalled E331,271,000 in 1948, against E293,074.000 in 1947 
and L161,807,000 in 1938. 'l'otal assets of the wholesale and productive societiea 
rose from E124,854,000 in 1938 to &253,735,000 in 1947, hut dropped to 
&241,042,000 in 1948. Between 1942 and 1948 the average rate of dividend 
paid by retail societies decreased by 5d. in the E, or nearly 25 per cent. .*>.. 

. C o q w d i n  SM(rtird Sum- W.M. Sta1ion.r~ O / / k 4  & Coqwdis4 Ilmi&@ 



The section ends with shorter quotations o f  
statements by economists, politicians, trade 
unionists and others. This Devaluation 
Commentary takes the place of the usual 
monthly features " They Are Saying '' and 
"Digest Book Review," both ofwhich ~ $ 1 1  

be resumed next month 

Devaluation Commentary 
R. S. BROOKE, M . P .  (South Africa) 

MAY I as a visiting Dominion 
member of Parliament ex ress 

my regret that the House of ;om- 
mons debate on devaluation does not 
a pear to hare given any indication 

wealth? In this most interesting 
debate no speaker in the House 

o ! the existence of the Common- 

appears to have recognized the re- 
sponsibility of Britain to ensure that 
her dual position does not result in 
a conflict of outlook that might even- 
tually result in the Dominions refus- 
ing any longer to follow Britain's 
guidance in currency and exchange 
matters. The Times, September 30. 

Rt. Hon. W I N S T O N  CHURCHILL,  M.P. 

E are not in a state of health our total exports. That  is a lor. 
to become a blood donor on a Many hundreds of thousands of 

large scnle a t  the present time. We our skilled and semi-skilled wagc- 
are already blood donors on a tre- are toiling to make 
mendous scale throuph our un- desirable things for these countries 
reluiced lndla and Egypt which are paid lor simply by some- 
and other countries to whom we be- one extracting something his 

while we defended them from being misleading term of sterling balances conquered. 
~h~~~ unrequiterl exports have which really means British debt. 

been estimated at  nearly one-fifth of House of Commons, September 28. 

calne indebted for local supplies pen froin is by th; 

Professor G. D. H .  COLE 

EVALUATION, however, has its dan- If this is allowed to occur, de- l' gerS. Unless prices and profits valuation will make matters worse 
are kept firmly under control, the instead of better; for imports from 
opportunity may be seized IO raise the areas where there has been no 
prices, so that the benefit of higher devaluation will cost more, while ex- 
exports is lost. ports, if they are as dear as before 

711 
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C O M M E N T A R Y  7‘3 
for the people of these areas to buy, Tha t  is why the Government mill 
will not bring in any more receipts need to kecp a tighter hold than ever 
than before. over prices; and that is why the 

Iksides, if we raise our prices more workers will be acting against their 
than the other countries which have own interests if, faced by a small rise 
dcvaliied with iis, we shall lose trade in the cost of living, they press for an 
with them and run into a deficit with all-round increase in wage rates 
the rest of the world as well as with until we are producing enough to 
the countries with which we were in afford it. 
deficit already. Daily Herald, Septentber 29. 

R I .  Hon. Sir STAFFORD CRIPPS,  M.P.  

E have tricd to orercome our 
scrics of clitficulties by a series 

of crises as each expedient became 
exhausted. 

of expedients which led to a series . Press Confercnce, 
London, September io. 

GEOFFREY CROWTIfER 

THE Government’s action, in my 
opinion, wits both right and 

courageous. But if anyone tries to 
argue that the ciiuses of the fall in 
the value of the pound lie wholly. or 
even mainly, outside this country 
and are beyond our control. then.. in 
my opinion, he is wrong. It is what 
we have done. here in this country, 
and what wc have left undone. that 
has lowered the value of the pound. 
And if anyone m.iintains that 
nothing needs to be changed in the 
internal policies of this country, 
then, in my opinion. he is asking for 
trouble. T h e  success or failure of 

devaluation will be judged in the 
coming months by one thing: 
whether or not it induces us-all of 
us-Government, parties, people-to 
reconsider our actions and our ’ 
policies within this country, and to 
ask ourselves whether thcy arc de- 
signed, as they ought to be. to help 
and persuade, and compel the British 
people to start raising the value of 
the pound. as only thcy can, and in 
the only way they can. that is by 
giving better value. by putting more 
in for every pound they take out. 

B.B.C. Broadcast, September 28. 

A .  J .  CUMMINCS 

‘‘THIS dFvaluativn debate,” said a 
working miin to me yesterday. 

“is just a babel of tongues. All I 

know is it incans something un- 
pleasant for me and my mates.” 

N m s  Chronicle, Septeniber 30. 

A R T H U R  D E A K I N  
TFIE possibility of having a national How could this be achieved. even 

minimum wage has been argued if it was considered desirable? 
by the Gcncr:il Council (of the Would it be by Government direc- 
T,U.C.) at some length. tion or. could it be achieved duough 
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COMMENTARY 7'5 
the medium of existing machinery higher rates, for example, where par- 
of negotiation? In my view it would ticular skill is involved or where men 
be a major disaster to interfere with have served their time in an indus- 
the existing method of negotiation. try, has been narrowed very con- 

The  Chancellor's argument (that, siderably. In addition, one must 
even if increases were given to give consideration to the question of 
workers on minimum rates, the incentives between one grade and 
Governmcnt could 'not acce t the another. 

relarivities as any'arguinent for pre- 
senting increases to those who are 
receiving higher rates) presents grave 
difficulties from the point of view of 

Since 1920 the margin between the 
lower paid and those receiving rate for the job. 

maintenance of differentia P s or It follows therefore, that a sugges- 
tion of this character, to bring the 
lower pnid men still nearer to those 
who are somewhat better paid, raises 
issues of considerable im ortance in 

It may upset the balance and the 

Journal of the Transport and General Workers' Union, London, 
Ocfober IO. 

our wage structure in this country. telation to our industria P structure. 

CAMILLE G U T T  
Mana8ing Director, Internationai Monetary Fund 

IfE important thing is to view this 
Twhble development in its general 
perspective. It was obvious that im- 
mediately after the war the roblem 

world. It was equal1 obvious that 

mana&ahle, distribution problems 
and hence currency problems would 
become more acute. At some point 
in the proceedings some ad'nstment 
was going to have to be made in cur- 

would be production throug I! out the 

when production pro 7l lems become 

Profossor R. 6. HAWTREY 
THERE is no reasnn why the rise of 

wages should stop short of the 
full 44 per cent.-unless, as has never 
been provcd. prcfit margins were in- 
adequate before devaluation. If it 
does, there will be an increase in the 
volume of dollar exports, but 
whether there will be an increase in 
the dollar proceeds, and not an 
actual decrease, seems to be a mere 
toss-up. And any gain there may be 
in the volume of exports will not be 
additional production. Prodiictive 

-rency values, as well as steps taken 
to tighten np the internal economies. 
Some countries hare now made this 
currency adjustment. The  tighten- 
ing up of the internal economies has 
been a progressive process, but more 
remains to be done. It is obvious 
that there will be further adjust- 
ments in the field of trade and 
finance over the next year or so, and 
1952 with the ending of ERP will in- 
volve further adjustments. 

Washington, September 22. 

capacity will have been diverted 
from supplying our needs at  home 
for capital re-equipment, for defence, 
and for the standard of living. In 
the two years which followed the 
removal of controls in the United 
States in July, 1946, the fixed rate of 
exchange of 4.03 was communicating 
the American inflation to Great 
Britain. Inflation has continued here 
since it ceased in America, and the 
new rate of 2.80 will add incxorablv 
to its impetus. 

The Times, September 29. 
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COiVIMENTARY 1'7 
OSCAR HOBSON 

IIAVE before me the massive bul- 

statistics which is published every 
month by the International Mone- 
tary Fund. This provides data on 
the basis of which we can get some 

I '  letin 011 international financial 

proximate indication of the effect 
the devaluation of sterling on the 

relative level of costs and prices in 
Britain and the United States. Here, 
taking 1937 as a base year, is what 
the tables show : 

GROSS IMPORTS OF MEAT 
MAJOR IMPORTING COUNTRIES 

(Thonand 3IctrIc Tonal [RI. lxr. 
V-olunlcol Imports 1018 ns 1948 as ' 

cBnl"*e ecnlnge 

rrc.rvor i o n  1048 nre-mr I W  

U.K ..... 1,011 i,nooi,i;n 73 74 
ccrmany 83 20 24 m 
~ l n i y  .... ni zu 211 33 OIJ 
B'mnce.. 27 47 20 1U7 fl2 
IBl~lum- 

Professor LIONEL ROBBINS 
WHILE we are still receiving im- 

mense subsidies from the U.S., 
we have reached a point at  which 
our reserves are dangerously de- 
pleted. The  policy which we have 
adopted to meet this situation, 
devaluation of the pomd,  by itself 
i3 quite inadequate. Unless it is 
accompanied by other measures it 
may positively increase the danger. 

.There is one measure without 

RI. Hon. VISCOUNT S A M U E L  
THE ship of Britain was trying to 

carry too much cargo and was 
spreading too much sail. T h e  nation 
could not make good the arrears of 
capital equipment caused by six 
w a r s  of war, forgo her income from 

47 

I n  1937. it should be recalled, the 
awrage sterling dollar rate was $+94. 
If we adjust the British indices from 
thar rate to the new figure of $2.80. 
we find that throughout the list the 
British figures are way below the 
comparable US. figures. Some of 
the comparisons are misleading, as 
for example thar of the cost of living, 
which is heavily subsidized through- 
out Great Britain but not in tbe 
United States. 

By and large. however, the impres- 
sion conveyed by these comparisons 
ia that on the basis of prices existing 
before devaluation sterling is sub- 
stantially undervalued at  $2.80. 

News Chronicle, October 3. 

which all the rest will be in vain, the 
definite elimination of inflationary 
pressure. To stop inflation, to cut 
down excessive expenditure, that is 
the supreme need of the day. 

It is still an open question whether 
we shall have the sense and self- 
control to put our house in order in 
time or whether we shall only learn 
to do so through bitter experiences. 
Lluydr Bank Review, London, October 

foreign investments, pay interest on 
the national debt equivalent to LIO 
a year for every man, woman and 
child in the country, endure the 
heavy drain on man-power and ex- 
penditure on armaments, pay nearly 
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L5csoo million a year to subsidize food 
for the peo IL, p l y  for ra id develop- 

social services, and, a t  the same rime, 
ment ot e d i a r i o n ,  healt R and other 

J. HENDERSON S T E W A R T ,  M.P.  

lies possibly the chief danger 
confronting potential B r i t h  

exporters. To ersuade our manu- 

and sales organization from already 
established markets to new markets 
would be dificult in any case. When 
the new North American markets 
contain so many elements of uncer- 
tainty. in spite of their overall 
attractiveness. the task becomes 
more difficult still. Clearly, unlcss 
there can be reasonable assurance. 
that the substantial price margin 
brought about by devaluation will 
remain, so as to enable exporters to 
meet possihl~,  cuts in American 
prices, ew British firms will risk the 
wide transfer of business for which 
the President of the Board of Trade 

facturers to dcf P ect their production 

shorten hours of labour, lengthen 
holidays. and immensely increase 
profits on commodities. 

House of Lords, Sepzernbm 27. 

calls and which thc needs of the 
country demand. . 

The chief assurance required is 
that the inflationary tendency, which 
the Chaucellor of the Exche uer has 
admitted, will be effective! con- 
trolled. If it is not, and i r h o m e  
p!ices and, therefore, costs of produc- 
tion rise substantially during the 
next year, much, if not most, of the 
advanta e gained by devaluation 

have turned to North American ex- 
ports will hare been wasted, and the 
reputation of our countr will have 
been damaged in the n, i: ole North 
American continent. I t  is vital that 
we shoiild guard against such loss of 
trading repute, for its consequences 
would be extrerncly serious. 

The Times, October 5. 

may be 'i ost, the efforts of those who 

POSTSCRIPT FROM N E W  Y O R K  

by Edward H.  Collins 

OTHING short of a Spectacular is that British exports which had N stimulation of 13ritjsh exports amounted to ~6~8.000,csooo in 1930, 
to the dollar area can justify devalua- and which totalled ~4,54,000,000 in 
tion of the pound. And when we look 1931, averaged but 1427,"0,0w in 
back to the experience of 1931 for the succeedinv three vcars. Thev 
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British Empire Cancer Campaign 
P A T R O N  : H.M. THE KING 

President : H.R.H. The Duke of Gloucester 

Chairman of The Grand Council: The Ut.  Hon. Viscount Hailsham 

Please he lp  us to raise ONWARDS TO 
VICTORY 

The great work of the British 
FOR RESEARCH Empire Cancer Campaign wi l l  

end only when the causation 
and cure of a l l  forms of cancer 

TO have been discovered. 
Much hasalready been achieved 

f 1,000,000 

C O N Q U E R 
from i t s  efforts:- 
I .  Important new methods of CANCER effective treatment. 
2: Greater readiness of suffer- 

ers t o  seek early diagnosis, 
which either disposes of 
their anxiety or gives more 
hopeof successful treatment. 

3. Control  of certain types of 
Cancer. 

HELP US TO GIVE HOPE I 
The furtherance of this campaign i s  everybody’s cause 

Legacy or Deed of Covenant Forms supplied on request 

\ Please address your gift to “The Appeals Secretary” (Dept. 120)- 

i I I  Grosvenor Crescent, London, S.W.I. rei. SlOANE57567 



iv. 

“Let’s choose Executors 
7 7  and talk of Wills . . . 

So, acmrding to Shakespeare, spoke King 
Richard 11-rather belatedly-when he felt his life to 
be in danger. To-day, also, there are many people who 
leave the drawing up ‘of their Wills until they are im- 
pressed with a sense of urgency; others handicap their 
dependents by not making a Will at all. or by I.iaving 
one which is not fully effective. 

, 

To find amongst one’s personal friends the 
ideal Executor is frequently no easy matter and, in any 
case, there is unfortunately no guarantee that such a 
friend, when found, will survive to complete his task. 
What -is more, the duties and responsibilities involved 
are onerous, requiring much time and thought and also 
wide knowledge. Why then burden your f r iend-or  your 
wife or husband-when the expert services of the “Atlas” 
a n  be secured at very moderate cost ? Such an 
appointment will ensure not only that your Estate is 
administered with experience and invested with skill, 
but that it will be attended with continuity of service. 

COMPANY LIMITED 
92, CHEAPSIDE, LONDON, E.c2 .  


