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" Should Sterling be devalued ?
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The Marshall*Plan and Western European
reconstruction have plainly arrived at 2 most

critical point. The next six months must give

an answer to the question whether the stead

improvement which we witnessed in 1948 will
_continue., The progress towards re-establishing

the disturbed equilibrivm between Europe and
the Western Hemisphere was admittedly slower

_than the internal recovery in the former. But

ane could hope that the practical demonstration
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rope. Especially the need and ;:ll"ébnh';iit'y d

the devaluation of ‘sterling is being canvased
with Ilﬂfn'n-urnhlc consequences on Brithisex.
ports: s i i
‘Noone would deny that there is always 2
degree of deflation and unemployment which
will balance the current atcount of any country
at any rate of cxchange writhout restrictions
But the question is whether the position the

reached will represent the highest standard of

of the success of the conception underlying the

~ Marshall Plan would lead to its broadening and

intensification”in order to reduce the grave

" discrepancy in the international distribution of

wealth antl income, = :

life in the poorer countries. In the present

i the view will be put forward thar iy
ikel

The U.S. slamp incvitably complicates and

- - aggravates the long-term problem of the dollar

shortage from which, however, it should be

severely distinguished. It will inevitably de- -

press U.S, demand and increase the pressure
of US. exports. It will therefore worsen the

_ dollar shortape. Thus it underlines the import.

' ance of rein

EAAES

tion of

ing the policy of Marshall Aid
and Mr. Truman's Fourth Poimt 25 the only
hopeful way of escaping from- @ com
vicious circle of deflation and dépreciaiap. It
would be 2 mistake to suppose that a premature
abandonment of the discriminatory unification
of Western Europe as an cconomic unit and
planned expansion of its trade with other coun-
tries would lead to anything but a catastrophic
drop in international trade and income.

. Unfortunately the shortsighted pressure of
American business to secure forcign markets

- has led 19 a recrudescence of the earlier « free
: associated with the names of
‘Mr. Cordell Hull and Mr. Clayton. Ignoring the
Fact that dollar purchascs arc limited by the -

market » dogmas

supply of dollars only they demand a devalua-
; ies and a restoration

. of canvertibility at least within Western' Eu-
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y to endanger the recovery in Europe and
lead to unnecessary hardship. In particular it
will be contended that: :

(a) devaluation ar present would do fide :

to improve our dollar unbalance and might
waorsen it; e

(b) apart from the gricvous consequences

of the decrease of U.5. imports there is lirtle
r the US.

reason to fear increased competition of
in «third» markets so long o= p in
favour of {even partial) convertibility of Euro-

ncies into’ gold or dollars is resisted;
(c) on the other hand a devaluation might
fead to a breakdown in the
lisation and thus of the palicy of planned full

; mplnjmrgt;

(d) in the meantime the Export Credis

Guarantee Department should ‘E-: :I“’.b!"i o
grant insurance policies against devaluation ©-
the unfavourable effects of the
irresponsible talk about an impcndjng_ﬁﬂ’:lm*

-tion on current exports; e

o

-

() eventually, when the extent of the US.

slump and the nature of the measures contem: .

plated in that country are better known, a rexd-
justment of all currencies w?.gﬁ‘ﬁh,on ntempht:
ed, combined pmdhlf th a reval

gold; : :

G
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- which suffer from

uation of

(f) immediate steps should be taken to
all 2 Western economic conference " to take

to arrest the threitening slump emanating
fromi the U5, : i

1. Two somewhat divergent arguments are
wad to support devaluation in the immiediate
fﬁmk i 2

{a) It is sugpgested that the ULS. stump would

ravate the direct dollar gap: the U5, will

+ prdoubtedly buy less in Great Britain and the
* erling area. Devaluation is, therefore, ad-

jeeated to counteract the efeets of the slump,
by cheapening British exports,

o (bY It &5 argued thatthere is growing dis- :
. crepancy between British (European) and Ame- .

fican, export prices. * Hence British (Evropean)

manufactures. will be displaced by American

saxports, thus impeding the restoration of eco-
oomic viability to which we are pledged by

the Marshall-Plag, it

2 The first line argument implicitly applies
ta the present highly peculiar position conside-
ratians which are based on assumptions which

~ donot hold. In particular it is assumed that

woeld demand is given and will not be affected

* by devaluation, and that free competition ob-

tins (that is, that intermational markets are
perfret). This is patently untrue.

It iz not !'I.;ltci ed whether an frolated move
by Britain is to be contemplated or a general

revaluation of currencies in terms of the dal-

lir. Nor are there any indications given as to
titative aspect of the measure. It
be remembered, however, that the Bret-
on Woods apreement precludes a unilateral -
devaluation of a currency (ie. a devaluation
without the canseqt of the Fund) by more than

! dameptal disequili-
brium » can ask for permission to. the
walue of their m ry unit. Most countries,
oe ‘presumes, would qualify on the latter
gound for permission to devalue their cur-

_ mncy. They all suffer from a dollar shortage.

Mest of them also suffered from a sterling
shortage and only the more liberal attitude on
Bea-tssential imparts and ‘the release of blocked
Hﬂﬂfﬂ! amcliorated their position. .

i
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Sheald Seepling be Devalued ! ; : gt

The question is therefore resolved into what
degree of Hevaluation is to be contemplated by
most countries (1), *A-unilateral devaluation of
the [ not ful!n_y{gd-’-b most other currencies
can be ruled out as extremely improbable (2).
On the contrary it is probable that in a race of

competitive devaluation, sterling will not on |

the whole (as happened in the 19308) be left
behind; having eventually a greater rather than
a smaller problem to face in its relation to the
non-dollar area, The relation of the smaller
countrics to Britain and the stecling arca is

- more vulnerable than the position of the non-

dollar countries as a whole to the United States,
As the following table shows, their trade with
each wther has been much more evenly balanc-
ed. A disruption of this trade, which has been;
intensified at great cost and effort, coming on
top of the dollar shortage would hardly be
bearable, ; e :
THE TRADE OF 0EEC. COUNTRIES
WITH NON.PARTICIPANTE (1)

Diallar trade st trade Total
Perind . 4
Expartij Impairts L ih'lp'.\l!l- Expartst Impany
i g
A rgglegn | ons3n| 6340 aBea | saanl sisa i
1945750 :;!IT L ELARE TR DAL LS LT REERT Y

{1} I is difficult 1o feel thar even eountries lke Belgivm

" could be kept 3t the presenit parley with Ahe U8, U moat others

devalued,  Their severe isnemployment would be further se-
cemnmted,  Even in s such a5 Amaralls whese mens [mpnf-
fant export prices are determined by the dollaz marker would
hardly be able o maintsin the old pasity om sceemne of the
Pressine n.E imparts on their own industries. The Cerman asd
Japanete [-urh.iu. are deh:rmfuﬁ:l by the Allied [TJ.S.:I- Dﬂwp&'ﬂbﬂ ;
Authoritier; - Bur it is difficult o believe thar in the exie 6l
cither. those Awthersties would be witling 10 Fiec the wonening

o of the balance n‘u:ﬂc-lnaafuwuﬂmhﬂlubkﬁlher

did not follow their ponadoifar correncies, #
12} Indeed it s more probable that the P{ﬂﬂﬂn of sterling

.'IE"EHIIEI!.I rewale of o devaluation of the curvencie of those

Earppers coantries which have adopied  maore of leis laimer-
[Faire pu‘.iq.. From the point of view af cffective phnnhg_n‘f
iy rleovery and af - social 1|.uﬂ-u: decantrel - was - obwiously
premziure, And 3 devabuition: will fariher wonen  internal

- secial conditions because of the Gl in real wages, which & s

firse impﬂq; effect.  Mevertheles (8 will Beas difficaly 1 Bofate
Britain from the effects of & devaluation in Europe (a5 the
growing unemployment will lengthen: the period of wage adjust.
ments) a3 it would be frir ke Comtinental coustries g0 wasd aff -
the comsequences of #n hwolated British devaluation.” It & this
puint st which the s of an ordered Baropean recenstmaction
will in effect be decided. )

(1) O.EE.C, Report on the 19i/50 Programme, Tables 1T

and 1V, pp. 115 and 117,
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The problem of the degree of devaluation

- necessary. will be determined mainly by the

flexibility of European demand for dollar im-
ports and the changes of U.S. demand for

~ European -exports. | We. must bear in mind,
however, that these relatiops are exceedingly
complex: they are by ne means deiermined
by the reactions of buyers to price changes
alone (4} H- -

{a} On the Furopean side imports from the
U5, are not in most countrics (and certainly
not in Britain) limited by an interaction of

~ domestic price and income but are dircctly
determined by direct regulation (5). Devalua-
* tion and a rise in price as such would, therc-
fore, not pecestarily alffect them. A cut in im-
ports from the US. as they represent neces-

* sitics, -would have to be enforced by rigorous

-measures directly cutting demand or, alterna-

- tively, by a general and severe deflation. In

the casc of Britain the visible import surplus
from the United States which in 1948 had been
reduced to below £ 10 million per month

(£ 113.6 m,) has in the first two months of
. this year again risen to £ 11,5 and £ 12.8 mil-
lion respectively, The Canadian trade showed

 a deficit of £ 12.3 (£ 140.4 m. for I]'I.c_fﬂ.f}ﬂﬂdd_

£ 81 and £ 9.7 million respectively. Imports
from these two countries were running last year
at an average monthly level of £ 154 and

The share of imports from Western
Hemisphere was to have decr “from

per-cent in 1947 (or £ 6o7.4 m. of whi:h'.

£ 121.8 m. Argentine and £ 168.2 the rest of
the hemisphere) to 28 per ceit in the first half

of 1940) (6). Morcover part of the Westein
Hemisphere imports (e.g. Acgentina) need no

{4} CF my emsay = The Inecrnatioeal Liglications of Full

' Employment v, Oreford Inatitate of Stitiaies Economice of Full
s i

{5) Tt depengls dirmﬂ-}' o the wp[lg of dollass,

{6} The impact effect of a (say) 2 per cent devalustion with
T respect & Hiorthern Morth America l.nddep:ndmuu qn'l, {and

orovided there i3 no fall in prices in ther ares =0 2 vesol of

ineal available wupplies in Britain, This represents & ineresse

;;,dnﬂuﬁm.]:wddimuhpﬁﬁ roughly 3a per [
i

amisunt o, say, k. soo mo outief o mal smply of gocds of
some &, o0 m, Thes devaluation would raise e pricelinde
by peshugn 3 per cent. It in to be feared, however, Ui even
an_almest imperceptible ride might anleath wape-demands of

. ~much greater magmitude 8 wage stabifisstion Ray bren mibjected

hlntti:]:qdkﬂ:t;ﬁu;mﬂu}i}:ﬂd;é

i
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Serling price of some £. ioo: millions: as dollar mports

Hazioiiale del Laverm

luiiger be reckoned as dollar imports a g
are not burdened with a convertibility rhue
and British export capacity is belng resiopg
Nevertheless the residue, -cspecially Canadis
wheat and ULS. tobaceo, consists of itemy g
ficult to compress. Nevertheless cuts will by
to_be undertaken, especialiy with respet i
petroleum, paper-pulp, «te, imparts if oaly i
strengthen our bargaining power {by showigy
the disastmus‘:wnsgqurn;i
to the-U.S, herself). It should be noted, b
ever, tifat such measures vould in part aggn.
vate the problent of Western Europe as Britin
would force: them to switch from sterling 1
dollar purchizes. But this powes of curtsiling
Europein sterling supplies may be' valubl
when it comes-to working out 2 comme
- policy for Western Europe: Should the volum:

of dollars available for imiports from US, b

severely cut the reintroduction and cutt

- rations will have to be considered i order o

equalise the sacrifice enforced. In any case mo
further relaxation of contral at any stage of

plics must be contemplated, :
S0 long as the US. deflation gonting

unabated, the argpument for devaluatitin a3

means of cutting imports would favour nat 2

the production process involving dollar ap

devaluation of a fixed percentage but o letting -

the pound (and other European currencie]
finds its own level w, fe. the abindonment of
a fixed parity with the dollar, as ULS. prics
will fall. further, necessitating a repetition of

the experiment. The effect of this poliy o0

confidence and thus on the capacity of the
Authorities to enforce exchange controls, how:
cver, would be devastating. The advocates of

devaluation therefore must be in favour not -
- merely of devaluation but also of the. simult

neous adoption of deflation and decontrol, They

Cdo nog hopr: for nqujTibrium i from a o ends.

in prices but really from unemployment and &
fall in demand. No doubt almost any rate of
exchange is compatible with « equilibrium» in.

this sense. But it cannot be held to @ ma-

imisc » welfarc in any sense word.

(8) The cas i
ports are concerned, The

weak

&
.
: -
e
. v

of the present trend

far at ex-
mmtm:s:iwgfﬂl_ﬁ‘ :

 ing exports to America consist of raw materil
and foqkﬁaﬂ:[mﬂ:qmrling;&l‘dw.
i - i

-
r
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dollar price is fixed by American demand.(f).
lndeed dn increase in supply consequcnt to an
inerease in £ prices due to devaluation might
cuse a further fall in total proceeds, as demand
s st likely to-increase with declining dollar
price. There is no appreciable competitive sup-
sply available in the Western Hemisphere which
would be displaced by sterling exports. The

most important are as follows :
, most i -

) e TR S
]. il Mlerchindine : in§ m.
§ (e s 1987
T 451
Rublber % Jroh
"Gl oo 44
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| Wood . o617
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Itis much to be hoped that the U.S, Govern-
ment will accelerate the stockpiling program-
me and similir measures to stabilise the in-
atase of primary producers hitherto postponed

for fear of creating inflation. It would be folly
w permit the foundering of non-Soviet recovery
at this stage. This would be the most im-
%strﬁin_:tﬂﬁ!hiﬂg the supply of dollars
“ el

As far as direct British exports to America
ue concerned, it is not probablé that American
demand would expand sufficiently if British
- txparts are made generally (in contrast to sefec-
grd)'j cheaper as to more than offser the fall
in dollar prices, especially if Britain tried “to
foree the pace during a depression. The Ame-

I'I'-i_l.'l markets fi ritish products are mostly
hmd because au to, and knowledge on 2
 the part of, the final gonsumer ih the Middle

=d Far West of America arc lacking—Even
= the Eastern Seaboard they are little kiﬁn.
'ﬁ'ﬂk authosizles farnanaicly u':m i have muu;;i {roen
e principles of Tirerion Wodds which prescribed devalustion as”
e pmicey for = fundamontal diequilibium v, 1t b cusions
::Eﬂ anly recemly been realized that = far as the dolisr
" 3 mescrned, the wiording area is 2 primary producer and
2 & marcbictoring world demand and the consequent fmprs.
Mot ol the teves of trade of thie UK. proper {28 againe the
oy ieea) appravais rather than improves the dollar gap.
&”'ﬂm sertain that (being exporters, of lizuries and
= poods rather than bavic meccwities) oar volizme of mmade
: *.ﬂt than proportianately 'v_r_btn m‘ﬂ-d_ demand declines,

_.JI i

It is L]‘_Jt: impﬁi‘fmiﬂll}'i—:if-m:rkm. ti’!: oonge-

quences of US. prodoct differentiation and -

advertising which are the main obstacles in
increasing sales, apart from the U.S. protectio-
nism. To open yp a market represents a heavy |
capital investment and this capital investment
i only practicable if the extreme Uncertaintics
consequent on the vagaries of American. cus-
toms procedure and tariff policy could be, el
minated (8). Even then it seems unlikely that

~the typical small firm in Britiin could do

much, The larger firms have® their own fac-
tories or are allied to American factories and

~will nbt compete there.

A collective (trade of state) financed Hlut
campaign and the establishment of collective
representation of British industry in the U.S,

- is a much more hopeful method {g). If success-

ful, however, it would come up against vehe-/
ment hostility, especially in a period of declin-
ing prices and outpat. The insistent gossip
about a pending devaluation -of sterling has
created an objective pm¥
countries which do not Sxpect to follow sterl-
ing. In all these countries importers will be
chary in committing themselves to orders as
they hope fora fall in prices (in terms of their
currencics). Denials, however profuse, do not
climinate this effect. In order to counter the
danger the Export Credit Guarantes Depart-
ment might be instructed to issue 6 months

P i

{ insurance policies against devaluation, or the

Bank of England should sell 6 months forward -
dollars against sterling, ‘against legitimate ex-
ports to hard currency areas. :

These observations would seem to hold

good for any situation in which there is no

over employement, in which, that is, U5, de-
mand does not increase at a rate faster than
U.S. productive capacity. :
st would be possible to stimulate American
demand for foreign imports by a simplification

{B) The impatiance of cuttoms procedure is ihown by the
fact that ‘while average duty collected on dutiable commodities
has decreased from 36 per cent in 138 to 254 per cent in 146,
154 per cent in 1047 and 13.7 per cent in 1o4¥, the wolume of
duﬁ:lﬂeim_pm'hdldnm increase more than could be
from the increats in non-American prodisction and in the 1.5,
naticna! income,
mittee and their limited power do not presage a: very aggresive

‘and successful smles campaign,

in relation to all -~



hariffs. Cerfain promise
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. of customs regulations and practices or by a

unilateral abolition or lowering of the U3,
been made with
regard to the former

Their implementation is as yet uncertain be-
cause of the iinlikelihood: of any early consent

* of Congress:. The general reduction of U.S.

tariffs has had disappainting results. While the
maintenance of quantitative régulations by most
countries outside the U5, has had the cflect of
bringing .ubguﬁ_i de facto unilateral decrease of
American protection, de fure- the concessions
were multilateral and balancing. The LS.
however retained the right of revoking con-
cessions should they prove o detrimental's to

* domestic producers. . This uncertainty’ must
+ have had (even apart from the stringent cus-

toms procedure) a discouraging effect on would-

be foreign exporters to the U.S,

-

Uncertainty has been further increased by -

the recent slump in the U5, While national
income has only fallen from 233 billion to 220
billion, or 5 per cent, imports in May show a

~decline of not less than 14 per cent or almost

double the rate, The apprehension that UL.S.
marginal propensity to import was r:!atitrd]y
higher thiin'the average (though absolutely still
very low. at even the 1048 demand levels) scems

to be borne out {10).” A total decline of U.S.
_imports from 4.1 hillion in 1048 ro the level

of 1947 (5.7 billion) is a distinct possibility and
a considerable part of the loss might well fall
on the sterling area. The fall in the supply of
dollars might represent a large, porfion.of ULS.

exports to this area which they néw contribute

to finance, oy
We must conclude that the argument for

| the time of the con-
- clusion of the General Agreement on Tariffs.

3. Another train of thought represented iy
the more eophisticated eritics {e.g. the Etei_u.

misf) argues that devaluation has become g

cessary, not so much because of the desire g

gain American markets but because of the ped |

to retain thivd maikets against American com
petition. This is a more plavsible argument by
one which is still not sufficiently discriming
ing. : :

(i) We must, first of ail, differentiate bt
ween a discrepancy of nrices due to g di
portionately large increase in Brivsh wages;

discrepancy due to c!iir:r}minating high E;m
£

being charged for exports, and, last but
means fleast, the consequences of a redirection
of imports from the dollar towards the sl
ing and ather o soft v currency areas.

. (@) Calcuiitions made by 4he Economi
Commission for Europe (11) show that Britsh
wapes per hour ‘increased 14 per cent less than
those in the United States, if account is uken

of the depreciation of the pound in 1939 (1)
.Fl’ruﬂucliill:;}’ in the latter, however.. i

more than in the UK. Relative cfficiend
wages, therefore, are practically unchanged
Such calculations are subject to a large margn

“of error; they leave out of account the ned

 for increased European exports_but’ they. tead

to show that the pressure on Furope origing
in the much higher rate of technical fr
in the U.S, and her more aggresive slling

policies which secure important monapolisi -

advantages for her products (e.p. tied loand
It is probable that the depression will ey
much increase this pressure, to which all cthe
European: countries are also exposed. The e
planation is provided by the c

war, when Europe and other countries wert

. thus deliberately to worse

+ portinged and inceeased direct aid.
* wonds, Europe needs beiter tredtment in the

1 100 per cent, di

sal cxpanson @
§  direpancy between the home and export price

in the U.S, during and immediately after the

Bhonld Siesling be Devibund? -

=

: ijni.htnml Us. help, ag. by onesided m;iﬁ

weiictions or by Marshall Aid, might jn due
“tourse diminish this particular cause of disequi-
lihil:lma 5 5 Lt
_ Thus the discrepancy between the prite of
British (European) and American supplies due
o the higher rate of technical progress in the
Us mldﬁ make it desirable to diseriminate
multlaterally against American exports and

%.S_. t‘ermEo:f trade,
"if the British and European stapdard of life
anid employment are to be maintained without
In other

US. and preferential treatment in other mar-
kets if the dollar shortage is to be eliminated
and q-return is to be made to « market econo-

. misn in international trade ‘in the teeth of

America’s disproportionately growing competi-
tire power, without a sharp risc in the inter-
mational inequality ‘n_F" incomes.

(b) Secondly, attempts have been made by
coantries, ineluding Britain and the solt cur-
rency ared, to charge discriminately high prices

- for the exports of essential products to other

wlt currency areas, the discrimination being in
propertion to the softness of the currency. Thus

o far as some of these deals are concerned) a

~ and limitation of supplies) whic

e

T : wm

likely instead of cutting it by a given pro-
partion through devaluation, :

Decontrol over a large field of home con-
sumption: even in Britain (not to' talk of the
Continent) has much weakened the power of
the Authorities 1o faece exports -despite the
possible fall of profit marging below those still
obtainable in the home trade and tends—or

favour the adoption of a general deflationary

policy in order to discourage home sales. In.
view of the unfavourable developments Euro-
pean Governments should take steps to restope
those controls on home consumption (rationing -
and lir % would enable
it to impose sclective pressure, on industry in-
stead of having to enforce a general cut in
incores, consumption and consequently mass

. unemployment (13).

(€) The last problem involved ini this growing
price discrepancy is the problem of the redirec-
ton of trade due to the erliar shortage, Certain
supplies which could hitherto be acquired in
America must increasingly be purchased ini the
soft currency arca. - As rdingly, demand for
sterling or other soft eurrency supplies has in- -
creased.  This would i ly have brought
some disorder into lations, tending to
raise soft currency prices above dollar prices at

iz equivalent to a hidden devaluation of  “official rates of exchange, “The difficulties have,

the Ioft currencies in varying proportions has
been practised. The new report of the Euro-
pean Econoinic Committee (especially Chap-

. b5, wbsection 3) gives an excellent account,

and tries to estimate the extent, of some of

‘however, been increased by the almost simul-

tanegus fall*of demand and employment in °
the dollar arca, This decline in the U5, was -
not entirely due to the shift of European de-
mand away from American markers th

these discriminatory practices. In the case of __tlie latter must andoubtedly have intensified 1

el up o 50 per cent, in the case of coal up -
was found, The

index [February 1949 222 (1938 = 100} as against

trend. There is linle that can be done by Eu-
rope to remedy this particular problem due.to
the exceptional position of the U5, in the werld -
economy. If as we have argued it is, probable

devaluing stecling {and other non-dollar cur-
rencies) has linle to commend iteelf at the
moment. It is unlikely to improve the dollar
«  halance and might worsen it. In any case it js

- bound to depress the standard of living unne-
. cessarily and might retard an inflationary spiral,

that Europe’s dollar receipts for in the
short run would decline as a t of deva-

(1) Diireet. subeidies can hardly be enpleyed in cur eBort
1o capture the U8, market. Bt would lavite Immediaie rea-
liation, " +Tr might be woeth mg whether pemisdon of
tagation y whether Incressen in depreciation allowances
could not be granted |m respeet i exports o hard | cummency
dread. The umexpected lag In cmblihing Development Coune
cifs which would have cooperared with Government agencies
in overcoming sales resbitamce b much o be deplored. The
finance of these expendinancs by 2 peacral (and posiibly gra. -
dimted) levy on the whole conpit of the industries concerned
could, moreaver, have contributed i{n equaliding the Surden of
wiling in the U5, ; :

in the doldrums. It would be contrary to the
spirit’ of the Marshall Plan if readjustment
were to be enforced by a sudden qhx';r‘ll ot
imposed on the European standard of life

o i

{11} bhid., P o7, Tablc 68, i

{1z} Thhy depeeclation wai abio epdersken at a2 wrEf
mament &5 It lead o decreannd dollsr peceseds, drigite of de
farr thar LS, businew wan expuading. A sobmegeeat sdp
ment during the war would have been emleedy in acmondise’
with the agreement put forward in this paper. The shart wd

Id *useder thoe cicumstances bave sericw politieal comies  long serm polighes in these matiers conilics and it depeodi e
quences on” the LS. doimestic jscene, and, thus, ca the e the histaries] sivmstion when the ] them M_
dENE 3 .} fry take plice - ;

ﬁ‘fm manufactures on the home market] .
that th tices are not restricted to
[n so far as home market,
Fhmmﬁhe : mbc.bcirw costs therl
- Bavery substantial margin in at. a consi-
derable number of ﬁ:rz'tj’pﬁm fo%adimt-
ment without undue hip and without de-
whation. A roughly ten per cent cut in ex-
poet prices should be manageable in the less
eapetitive trades. But it is more fayourable
' Europe to cut export prices only where ne-
wmry and where some. favourable result is

. A few instances.

¥

; {roy It manst be frared thar an aggravason of slump will
_make even greater inrcads on Enpetti a1 the demand for
thcinrears, which has mot wet been affected, will alsn inly
ﬁ: o muffer. An attempt at aggresnive competioon by Eurcpe
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- luation, then wefhould have to curtail further..
purchases from the dellar area. Thus unless
- we are content 1o gut income and employment,
we should have to increase purchases elsewhere
t.e. intensify the cause for the diserepancy bet-
ween dollar and sterling prices as sterling prices
will rise further. A viclous circle would he
generated which would decrease the national
income of England and other Euro eoun-
© tries unnecessarily while at the same. timé re-
creating the very same anomalies which we
tricd to overcome,- until, if .thé o orthodix «
 solution were pursued far enough, «equili-
- brium »* woud be insured by unemployment

and the decline in the standard of life,
(i1} We must now consider the consequences
* of these price diur:p:lr!ci:: on o« third v mar-
eets. These markets can be divided into two
catrpories. :

* There are, first of all, those which have at -
present dollar surpluses and, secondly, those
which have no dollars or use all dollars they
can obtain to purchase in phe US. There are
exceedingly few countries which are in the first
fnmumlf: position; Malaya, becanse of rubber
and tin, and West Africa because of cocoa,
being the twa ixgﬁmtﬁnt exceptions within the
sterling arca.  Should “the American slump
worsen, obviously less countrics will achiéve
this position, mainly because American imports
from them will fall further. Moreover U.5.
exporters will ery to sell abroad g¥en At prices .
which do not cover full costs, and thus attract
dollars, now used multlaterally to cover im-
ports from other non-dollar countries, who in
their turn use the dollars to pay for U.S. cx
ports. Thus the multilateral character of Eu-
ropean trade which the U.S. will further dimi-

 nish, The US. will not gain: distead of ex-

porting primary producis to Europe, she will

* ‘export manufactures to tropical areas.

Wevertheless, as it would seem essential for

~ Europe to try to obtain dollars by triangular

frade, e.p. in South America, this argiment
gnust.not be dismissed without due considera-
. {a) In the case of Malaya and West Africa
the British Government can, by administrative
sures, direct their demand for imports
towards ‘ England. This would undoubtedly
mean that they would lose, as'athq‘_muld make -

e ; o
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« the maintenance of a prohibition of the use o

 decreasing indirect taxation falling on the

purchases at better terms in dollars. At g cep
tain point the problem therefore would by
to be resolved  whether - some compensatioy
should not be granted in oider to offset ther
loss, caused by the fact that they had

in the dearer sterling market, A devaluation
of sterling would go some way. in equalising
supply prices. It would be mo:t<unfortung,
hawever, if hon-dollar Countries were 1 o
value -on this account alone becsise of fhe
conseqfient likely  worsening of  their dimg
balance with Aimerica, . -

At the moment the discrepancy betwem
U.5. and other, especially UK, prices s i
within bounds. But in consequence of the U5,
slump it might-become s¢ wide as 'to render

whreen dollar balances in the US, by te
surplus countiics difficult 'to defend. She
‘there be any need for action to lesen the
dollar-earning Colonies, indirect ways of com-
pensation might be initiated, ep. by giving
these territories grants and thus enabling ther

poorer classes, There are, of course, o
ather countries, in the same position;: in the
case of which such complicated administrative
arrangements arc not possible. “Only 2 few, -
like Israel, could be an important source of ©
dollars. In these cases indirect measures might
be employed in order to overcome the pne
di 1 nce, It was rumoured, for example, that
Isracl would be prepared. to pive Briwin fo
cash for every £ 1oo capital investment, Suh §
schemes should be very carefully investigated
It is probable that there will be some falling
off of exports and of employment, Unrequited
exparts which are combined with current trant
actions which bring in dollars and subsequently
increase our invisible éxports would represent
an edceedingly profitable Public Works P
gramime. s

In other cases outright subsidies will hare
to be considered to bring down the price of
our exports (14), without worsening our tems

of trade wich the U8, It i times argued -
that no further subsidics"even for such vl
purposes can be 's}aﬁu& because taxation buss
reached its u limits ». This argument cannet

aicly bigh i
sappos:

: {tg) CF, however above on
of Britith exporms, which i

-

b jpomi

-

e

1)
o i

te advanced by those “who advocite d:v.itlpn-_
jen. A: devaluation: means nothing more than
; flat indirect tax on all imports and a flat
whsidy.on all exports. But, as we argued, it
aipht not be wise to increase indirecttaxation
ipdseriminately and - equally on all imports;

<jn the case of many exports moreover t

i no-need to grant an export subsidy which is
wnatically given by devaluation. A selective
em of indirect taxation, plus ‘subsidies,

wottl therefore be less dingerous to the stabi-

fation policy than devaluation, and its in-
adenee E::In be made juster. The only telling
arguinient against this micthod is that it might

- be too difficult to administer. This argument

has Been used often before. In the majority
of cases, after some time had been lost, events
forced the adoption of the policy considered
«impossible ». In view ‘of the fact that only
3 small .pmiber of countrics and a narrow
rnge of commodities would fall into this ca-
: it would scem advisable to work out
m programmes immediately, -~ -
Jt:is unfortunately only too likely that our
uiﬁlﬁ o the « dollar surplus » mmitl’mvn:ll'i
uﬂe}r:{: 3 result of the decline in the American

. markets and the consequent decline in dollar

prices and in the volume of ULS. purchascs.
Unless alternative (sterling) markets can be
fourd in areas not affected by the US. slump,
incomes and demand in these areas will de-
dine. Thus both dollar carnings and British
 aports arc likely to be affected. Far too linde
attention has as yet been rud to the problems
of intra-sterling-area stabilisation (15).
(b Secondly, there are countries which at

the morient have no dollar « surplus s, These
in can be divided into two categories: those
ok dave

“no (cohsiderable) dollar earnings ¢

all and those who 3t present se what dollars
they can obitain .ipurc m.‘thﬁmad
States. Most of countries would Tike
increase their purchases in the U.S. still further,
They are prevented from doing so by their

 inability to obtain more dollars, Theoretically

Britain (and Europe) could transformi even the
 latter countrics into « net dollar surplus » coun-
tries by displacing U.S. exports.” And we might

presume that those who wish this and other

4
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. mum real incoime in Europe,

- their purchases

o

countries to devalug, hope that suth displace-
ment could be effected,

The answer to thisargument is that while’
it might theoretically be Ilpauihl: to displace
American goods sufficiently to obtain dollass-
in this « triangalar » fashion in practice it is
not possible to do so in the short run as sup-
plies now chtained in the United States are
cither not available ii::&wtmrc nrlu:i[ irq‘il:[b_[c
are severely handicap market imperfec-
tions (taste ete.) in favour z? the U.S. products,
Nor is it evident that a competitive devaluation
and deflation necessary to displace the U.S. by
straight price competition will result in opti-

It is a mistake to suppose that the US.
depression will necessarily affect the volume of
British (and European) exports to the non-dol-
lar arcas. There is no o manifest desting » in
the course of our trade. Provided we-refust
to compete with American depression dump-
ing and isolate oursélves, Europe mighe restrict

the losses suffered by the dlS: slump to the con-
sequiences of the decling®f American imports.
These will in all possibility be serigus (16). The

- gyerwhelming majority of the non-Communist
~ world consists of countries which have no seiz-
able dollar earnings or which spend such dol-
lars they have on U.S. supplies. How much
they buy in the U5, is Fr#'-il:r:fun: d:_nirmm::l
their dollar carnings. They cangot increase

i in tll:-_-gL U.S. beyond that level
however « cheap » American supplies may be.
If they want to buy forcign goods (mainly
manufactures) beyond the level permitted by
their dollar earnings (even of the same general
type as those which they buy froni the U.S.)
they can only buy these from ‘countries o

 which they can sell and earn foreign exchange,

i.e. Britain and Europe. Moreover it is morc
important for them to sell at relatively attrac-
tive prices than to snaich transitory profits b
buying cheaply because they must be wel
aware of the fact that the incvitable and ulti-
mate consequence of the transitory gain by
o buying cheap » will be tht their export. prices
will also be cut. That this is being realized is

(16) Te might be advinkle o cploe the posib rm
tsting buffer poals im the Europeas-serling Ares
maintain the incoene’ of primary producen thould 4 nepetiation
with ibs 115, mot ressl in joint acios of all Western Powens. -
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*objection is founded on

. sire from the U.S. (over and above their dollar

il o

v t
shown by the successful conclusion of a s5-year
agreemient with Argentina which circumvents
the dollar shortage (17).

It might be objected that they will refuse
to buy the same goods « dearer v elsewhere
than they can obtain them in the US, This
uble fallacy. These
countries cannot obtailf all the goods they de-

EXPORTS . AND [MPORTS OF MERCHANDISE
OF THE LS, TO SELECTED COUNTRIES
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carnings) for they have no dolkurs A attempt

to extract dollars from their

ding

— as, for example, Belgium has attempred —
would merely result in. retaliatory decrease of
their exports, for no country has « surplos »
dollars, It is the dollar shortage which gur:-.-s

{17} The reported pmuu of she U5 sgainst this agree.

ment shows 3 regretoble lapse hack o he Hull.Clayton theo-
' logy. Mothing whar Britis he done will dimisish Argentinian |,

. purchases in the LS. On the otho hand
available 1o fipance Argentintan puschases i

b

M

oo dollars
he U5 rxcept

¥ catting Titsd purchaic, Marshall 1
America.
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a decrease of U5, exports and not the « wicke)
ness v of o planners v, The omly  questios
which is open is whose purchases from the
US. will be reduced. This question can b
answered by planned distribution of availsbl
dollars (by these countries having relativel
greater supply paying for some of their i
ports frem their less favoured partnen
dollars) or by an internecine struggle for dol
larg through competitive deflation and devaby.
tion hoping to achieve extra-ULS. surpluses con.
vertible into dollars (18). In the latter case
might try to snatch transitory gains by inse
ing on iming paid in dollars in order m_l:ruy i
the U.S. The consequence inevitably will b
a further narrowing of trade. Thus gains ob
tained by buying u cheap » will fade a5 efey

counigy will find itself unable to export. Ther -
ices will begrin to drop cither becas .

own,
of forced deflation in Britain (and Euroge)
or because the valie of their eurrency in term
of sterling (or other European currencies), ba
appreciated. The US. contagion will spread

On the other hand by concluding. reciprocsl

purchase agreements and maintaining a e
rably stable price-level the consequences of the -
LLS, slump can be restricted to the losses s
 fered by not being able i sell o US, ar
prices and in larger quantity. “Even this wil
be inconvenient and might be extremely d
_maging; but the real catastrophe of a multipk |
shrinking of foreign trade could be avoided
If we bear this in mind the clamour, dhost
« defending » « third » markets is difficul
understand (with the exception of those few =
the first category which still have dollar sur-
pluses). : .
The problem of the third conntries is
actly analogous to our own. The import
quirements from the U.S. at a tolerable stan
dard' of life are far higher than dollar eaming.
In the short run the « free » play of price me
chanism will not make available nc

supplies in sufficient quantity to take the pli

(18) The lewi of poid by Britdn of £ 123 millm B
Belginr:, K. 5.6 milion to Switeerland, snd £, 47 millon B
Germany supgests that ton litle stwention has been pald in 8
Bk of recovery ol 1548 to thése qoriians, :

1) The unisterrupted incresie af Hrifish impon: ik,
berwever, that, as In 1045, the Government had relasnd oo
too much. A repetition of the ig47 exchange ol b a dinsd
pataibiliy. : :

&

ihss

o now supplied ilir_ America. This is as
Mﬂﬂ‘?m:.nf' machinery and manufactures
which South America needs, as it is of food
snd-raw materials we need. If dollars were

" ynailable, the change in taste towards American

Fmiul;ll, the superior capital resources enabl-
Ting aggressive sales and the grant of “credits,
.ﬁl attract sales o the United States, The
drastie decrease in the standard of life nectied
1 matich U.S. competition without discrimi-
patioa is politically so dangerous as to be ruled
wit. Nor could the nondollar world escape

this dilemma by a general devaluation — be- -

cuie of the probable Bill'in dollar earnings
* gnd because of the consequent inevitable further

aggravation of the U.S. slump.

- Theré is not the slightest reason to doubt

ihat even a partial convertibility of European

cirrencies into dollars would now cause a who-

lesale restriction ‘on European trade, especially
if, as.is unhappily probable, the American de-
fation confinues, and an internecine struggle
for dollars would be started. The inter-con-
vertibility of currencies in Europe will follow
1 s00n as a greater menetary unification has
uken place in Europe.. It is not' possible so-
kg as only Britain is engaged in kecping on
an evertkeel, neither inflating nor deflating.
Intra-European payments and trade should be
enceuraged. But this can be done most effecti-
wely by a tentative refazation of gquentitative
regfeictions. Even that would have to be ac-
companiéct by a much closer co-ordination of
mvestment and general economic policies than
hat hitherta been the case. Dollar convertibility
an be restored even partially after Euro
, ion has su:r:E:d:d 1£ diminillﬁnﬁl:
inequality of opportunity between the two Con.
tinents, and the U.S, regained her
. Itis from this
: ls in favour of «liberalising» intra-
: mn trade must be judged (20). To these

L]

We how furn, e

= mistake & an old oot kllbﬂnmp]ﬂﬂibl:l
o earent in the « ¥ war perind (ef, my papers oa

Shouldl Sterling be Develued?

e
4. These considerations suggest that a deva
luation of sterling ind of other non-dollar cur.
rencies should not be contemplated -as long as
the. extent of the U.S. slump is not calculable,
A devaluation would aggravate the dollar shore-
age and might aggravate the slump and thus
:'rift:mif}r :hfhuri gi:nsl'rai lem. Inplhc meifi=
time the palicy Eithtrm pursued by O.EEC.
to strengthen the productive capacity of the
non-dollars woeld Should be intensified and
steps taken to reinforck controls needed to iso-
late Europe from the consequences of th:.L‘.J_c.i.1
slump which would otherwise retard capital |
investnent and thus slow down the increase’
in European productivity. e
The essential task, as we have scen, is the
revention of a compétitive struggle for dol-
r:_n. In relation to non-American territorics
this could be achicved by reciprocal bulk pur-
chase agreements. As most Edropean (and Bri-
tish) imports are standardised this should pre-

. sent little 'difficulties. European (and: Briish)

exports are more difficalt to deal with as they
mainly consist of an infinite variety of manu-
factured products. This difficulty can most
casily be overcome by securing agreements
which leave the vendor of bulk purchase goods
free to choose between the goods forming the -
exportable surplus of the bulk pun:huint%_

try. The vendor would; however, not
to spend the money by the bulk pur-
chase contracts anywhere else exeept with the

. permission of the purchaser,

The liberalisation of trade promised to the
Americans should be undertaken by relaxing
quantitative controls rather than by automatic
transferability and steps should be taken w
review drawing rights frequently and liberalise

¢ h uilibrium. __administrative. transferability. Thus competi-
nt of view that recent

tion for dollars might be avoided and a shrink-
age in trade prevented; final judgment must
wait for the exact wording of the agreemient
to be published. - S
It is in our relations with the ‘non-dollar

@ .mﬁmni&mm-umrm‘pmmm.

Econoesict, 1045 repeinted in Ereayr en War Eromomics, Oxloed,
igyal It 80 consequence af ke ageold yearning after e re-
avierting the position: of Londos 1 an jntermational center =,
which"wat s ruinous in 1ga5. The reht is invarisbly and
lnevitably a collepee, followed by & far swicter application of = -
the bilateral peinciple of ‘exchange diwcrimizaton than would
be coonomically delsable. s

=
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ﬁn:,.jiwnw:vt::, that British’ cconomic states-  additionally on their blocked balances 4

manship will be tested. A split in the policy
of these countries, the spread of the deflation
among them, would narrow the area in which
a satisfactory level of foreign trade can be
maintained. Already Belgium and Germany
~ suffer from wnemployment of a severity not
much better than 1920/32 and show an export
surplus with all other arcas of Europe and the
" sterling area. The wider the spread of the
~ degree of enforced self-sufficicney: as exporis
+“shrink imports will haveta be curtailed.

Britain will have f make active contribu-
. tions if she wi to. regain leadership in a

group of countries dedicated to full employ-”

ment policy.” Her standard of life is greater
than that of. any of the other countries, Thus
any programme to couniter the inevitable Iosscs
in dollar-markets (21) will have to give priority
to a dchetfie of foreign investments (unrequited
exports). Thisss the more desirable as it would
to a4 mmidrr:ljc' extent avoid the large-scale
shifting of labour inevitable if the usual « pu-
blic'works s programimes were undertaken and
which seem politically unmanageable. . The
offer of unrequited exports by the grant of
. Loans or permission to draw on « blocked »

sterling balances could be combined with agree-

ment which either promptly or eventually
- bring in forcign incomc or improve our sup-

plics, f.e. our terms of trade. With the in-
“créase in steel production we should be able to

do this without undue strain as most overseas

arcas would wish to increase their imports of
* capital goods. The investment programme in
the Colonial Empire' could be speeded up.
Britain could also participite in the investment
programme of lsrael which, as mentioned

above, would bring ‘in some immediate. dol-

lars. We might come to some combined trade
and payments agreement with India by which
our selfbalancing trade with India would ‘in-
crease, provided we permitted them to draw

© {a1) On the negative side, the sacrifice ,a{.: e the fll in
U5, uspplics shou be cquinbly di It will probably
be necessasy 1o re-ntreduce elothes rationing ad a i

of whacen ‘and ywpen racioning, The size of newipa will
have o be custailod and, less Jikely, itead ratiohing re-intro-
duced. It would be sensible 1 explain the potential meed for
thess measures — a4 sn slermative o mas.anemployment

. at the carliese powible momesq, s wiar the oommen sacrifice

exacted should ot lead o assonbsbed exasperation,

their exports would increase while our ex

expand by even more. Finally the Oversey
Food Corporation might well consider extend
ing its activities to Western,.and possibly eve
Eastern, Europe - by agricaltural  investmen
agqins't Favourahle laug-:trm n:-;iprm:a| s
chase agreements for part of the increas i
production made possible by our investmen
It is to be hoped that these possibilities s
being explored and the trade negotiations with

Eastern European countries  intensified. B

before any further steps are taken which would
deflect the trend of the world economy frum

the hopeful cooperation with the United St

in restoring the balance lost through the War
a conference should be called to consider s
to ‘arrest the consequences of the American

slump on the European ~conomics and envis

age the expansion and wilening of the wop
of Marshall Aid. = ¥ i

B
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; Conclurions,
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We might sum up:

- 1. The pioblem of the long tun « viabilitys
of Brifain and Western Europe without direct

LS. Aid should not be confounded with the
. problem of the short-run consequences of the
- U.S. slump, though the latter incvitably miss.

similar probleins as, and tends to aggravae,

" (slow) process of dealing with, the formet,

2. The chiccts of the US, slump on diret

British exports to northern North Amicrica (US.
“and Canada) of a slump in that arca should

not be considerable over-all: a decline of 2
per cent of our direct visible exposts
only mean a shortfall of some § 100 mi
Much more awkward are tiie conscquenges of

the slump on sterling area exports. The et

sustained might be of the order of § 40050
million or éven more. The total loss for the
world as a whole in dollar supplies might
amolint to 10 per cent of the total trade ol

the world which (excluding northern Nois §
America and the Soviet countrics) mﬂ -

to § 14,600 million in 1948.
3. Eﬂnrt! to mitigate the slump in man®
factured exports be concentrated:

P
e

Ehould Sierling be Devaluadd, i i

(i) on securing not so much a further cut
in U.S. tariffs as a simplification and standardi-
wtion of Customs procedures which have mare
s more assumed a prohibitive character and
neutralised the nominal concessions in tariff
pites secured at Geneva; B

(i) on building up a State financed sales

peganisation in the new, expanding arcas of

the11.8. The establishment of Development
: Councils which could contribiute 1o this task
should be speeded up. .
T Much hope cannot be based on these effects
(mainly hecause of the inevitable hostile rgac-
tion in: the LLS.). i ; tia

More important than these steps would be
in grpamim uF_U.E. |Ju'_|lil'lg uf atmlcgi: raw
materidls to prevent the demoralisation of the
atra.US, primary markl,:t_a,h{rhc 1.8, primary
producers are protected by the system of parity
prices) and the spreading of the U.S. slump.

g

4:‘M']:;ng as the U5, slump continues una-

: hated and the stepsunder (3) are not well under

wy there is no case of a tevaluation of the
non-dollar currencics, It would hardly amelio-

nte the dollar position, and might- aggravate

it beeause of the unfavourable conjuncture of
factors determining the volume of exports and
imports of the U.S. and Canada. Thus it is
inappropriate quite -apart from its internal
{iflationary) consefjuences, ¢ .
5 In.order to enforce exports despite the
wonening of relative export prices without ge-
peral deflation and to distribute the diminished
upplies fram the dollar area justly, certain con-
trols will have to be reintroduced, others streng-

- B The existing higher profit margins in
aparts provide some shock-absorber for British
and European exporters. But in the main our

bopes of maintaining income.and employment -

will depend on our success:

Otherwise internationsl trade would have to
be restricted still further. As dgllare will be-
come scarcer L5, eampetition will become [es
effective, provided we can avoid dollar conver.
tibility -in extra-American trade. The Argen-
tine agreement and the proposal of O.EE.C.
to libéralise intra-European trade are moves in
the right direction, e
e

B -In reapect mo exports of some commo-
dities to certain countries some compensation
will have to be given for their willingness to -
foregs ULS. depression-dumped goods. This
:nrnlfenuutiun'shnul[? _be dndirect soas not to
confliet internationy] agreements to which un-
fortunately we it alteady committed.

g. Once the U.S. deflation has been arrest-

.ed by cooperatiye action and the long-run mn—l

dencies and policies can be gauged, a devalua-
tion of the non-dollar currencies should be
envisaged. - Provided U.S. demand reex

sufficiently, devaluation would help in hrimg-
ing about realignement of non-dellar — dollar
prices due to the superior ULS, rate of technical
progress (22). It is to be hoped thit a conti-
nuation and intensification of the policy outlin-
ed ini the conception of the Marshall Plan and

" in President Truman's: « Fourth Point v will

permit the resumption of general world reco-
very, We should aim at restoring multilateral
payments, and, after the reconitruction of the
Européan-British Commonwealth cconomic sy
stem has been carried out, also of multlatéral -
trade. This depends {as we have pointed out

in an earlier paper {ﬁﬂ‘iﬁ' o

[nJ!nr}i':;huFmoim-m.‘( L L

o policy coupled with a liberalisation. of customs procedisres, o
“hin the UL, 2 sharp inerease of the pelee of pold weuld give
frather wanteful and wlly) relicl. The incresse of the price of

zold o, sy, § Yoo per Fibc ounce would represest sn addition |
i the wotlds dollar siupply of well aver 1.g billiea per annum

a3 a rowlt of the consequent inciesie dn gold preducdon, The -
fear of the more whimsnsctnd mesnben of Congres of deficd
speneding wenld: alio be eliminated. The s prgha s on geid
revaluation of some § g0 Billion {31 § ros am ounce) should

(i} in preventing an internceine struggle - 5 some way in helping o maincia koo sciviry,  Admir-

* between non-dollar countrics for dollars, in the

.~ main by reciprocal bulk purchase agreements;
- (i) in further import substitution.

7. It is to be hoped that other non-dollar

wuntries will follow our policy of not indulg-

. g in competitive depreciation or - deflation,
R i % . ,/‘

tedly this s a frightfally waiteful way of torlng ihe mosetary
disequilibrium, - But it & better than the present sbience of
policy which has already cong the U5, in lows of natieal
income mpre than the cost of Marshall A already incstred, -
and bide fair to cost them more, within 2 year or 0, thaa the
tota] cost of (ke whole Eusopean Ald Programime.” Soch i the
qurie of H’uﬁl. 5

{23} Britain, O.EEG, and the Revorstion of & Warld

*. Econcmy, . Dullctin of the Ouford Usiverslty Instiute of Sta-
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: (i} on the success and determination of
. U.S. domestie economic policy in maintaining
an excess demand in the U5, as is indicated
* by the « rules of the ga or @ gold-gaining

country;

in. commercial policy by the UL.5.;

. - (if1) on the volume of U.S, grants or lend-
ing to (non-European) ontside areas during and
after the Marshall Aid; -~

{iv) on the success of British 'F:Jlicy in pro.
viding lﬂd':ﬂhtg in reorganising the Eufopean-

[T B Fdwtrg-“:}:h 1540, 59, P, .1;';5:_ These coneluibng
have' been mrikingly reaffirmed by ihe Economie Survey of
Ewrape In o8, op. o, mp pp. 3k

&
s

.....

(ii) on the degree of unilateral concessions .

Banes Mariomale del Lavers

Commonvealth productive structure,  Shouly
the U.S. continue to be plagued by busine
fAuctuations, give no commercial concessions,
ot diminish or discontinue the supply of dd
lars, and}brmﬂ; the ofganisation. of o vigh
economic unit in Western Europe by ingisting
on’ convertibility and non-discriniination, the
inevitable logic of events will push Britain and
Waestern Europe to a much greater degree of |
national autarky combined with bilateral dedy -
and closer economic relations with the Sovie
bloc. It is to be hoped that an early Confe
rence will be called to ayoid a diforganisitien
among the Western world by ﬂu—ﬂpt;.gﬂn |
I?.ttiﬂ.l:l?- “ :

o



