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THE past few years have had 
only a vicarious existence—every

thing about them has been distinctly 
''post-war". But one by one the war. 
induced scarcities have been disap
pearing, the regulations repealed, 
the bulldozers turned loose on the 
bomb-sites to make them into bui ld
ing-sites. Who has not been longing 
to escape f rom the dreadful shadow 
of the past into a present where 
mere " repa i r ing" shall be replaced 
by "creal ing"? The world is groan-
ing for an era or normality, where 
the immense technical and pol i t ical 
changes of the post-war period can 
integrate themselves into a pattern 
of modern l i fe . We should a l l l ike 
to feel that we belong to a significant 
period, where things of lasting value 
were being added to the rich heritage 
of man. Yet when the war ended, 
it seemed that we should have to face 
a decade dedicated to a struggle for 
mere existence. In 1946, producti
vi ty was down to 75 per cent of 1938 
in Western Europe, Coal production 
was down to 60 per cent; textiles 
to 55 per cent; steel to 50 per cent 
The wor ld (outside America) was 
hungry, i l l - fed, i l l-clothed. 

Now 4½ years have passed and a 
remarkable transformation has taken 
place—a transformation that was 
largely unforeseen. To describe 
il lustrate and celebrate this fact, the 
Organisation for European Economic 
Co-operation has produced a fasci
nating report—a record of the re
silience of the European economy. 
In the part icipating countries, "The 
total output of goods and services in 
1949 was about 25 per cent above 
that of 1947, and exceeded the pre-
war level ; the expansion is conti
nuing, and a further increase of 
about 10 per cent should be possible 
by 1952. Both in industry and in 
agriculture, recovery has gone much 
faster and farther than in the four 
years after the 1914 -1919 war." 

Indeed, it is almost with a sigh 
of relief that we begin to discern 
the reappearance of the problem that 
we know so wel l , that grew up along
side of us in the twenties and thirties 
—the problem of "over-production", 
(Twelve years ago one would not 
even have written it in quotation 
marks). Already, a surplus of cer
tain types of coal has appeared, with 
surpluses of steel and petrol pro-
miscd for the near future. There 
are considerable id le resources in 
I taly, Belgium and Western Germany 
—human and industrial. Economists 
are beginning to breathe more freely. 
As long as the world was faced wi th 
sheer physical shortage, they were 
impotent. We were helpless in the 
hands of the engineers, physicists and 
chemists. Now they have done their 
work, the mountains of dried eggs 
are p i l ing up, and the economist has 
come into his own! At last, th 
opportunity seems near when we can 
try out the Keynesian thesis, wonder 
ing, wi th bated breath, whether it 
w i l l real ly work ! 

Marshall A i d is supposed to end 
in the middle of 1952, by which time 
Western Europe is supposed to have 
balanced its accounts. "The ques 
tion which arises," the Report says 
" is whether this balance w i l l be pos-
sible at a high enough level of im-
ports f rom North America to main 
tain a healthy economic structure in 
Western Europe, and to permit trade 
policies compatible with a growth 
of wor ld .prosperity. For Western 
Europe and for North America alike, 
success in maintaining this high level 
of trade is an imperative need." 
And then creeps in that dreadful pos
tulate, upon which al l OEEC reason
ing is based—"The estimates in this 
Report assume a level of business 
activity in the United States equi
valent to that of the second and 
third quarters of 1949 .. . Even a 
small adjustment in United States 
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business activity can have altogether 
disproportionate effects upon the 
OEEC countries . . . ' ' 

The post-war period is at an end, 
but the new era has come in with 
problems al l its own. If the hazards 
of a shooting war against communism 
are regarded as too great, the leaders 
in the US are faced by the urgent 
necessity of "making capitalism pay" 
for the masses of workers and peas
ants of which the population of the 
world is made up. How long can 
they go on giving away their surplus 
produce? W i l l 1952 really see the 
end of Marshall A i d or w i l l we he 
caught up in a cumulative process 
that we dare not stop? Even more 
urgent than the problem for Western 
Europe, now that it has got more or 
less to its feet, is the problem for 
America itself. Who knows that we 
may not shortly see the emergence of 
Attlec-Aid or Nehru-Aid, when, with 
a generous gesture, our countries go 
to the United States with a magnani
mous offer to relieve her of her 
mounting piles of surplus produce? 

In the good old days, a national 
budget used to be of severely limited 
interest. The great majority of peo
ple would go about their daily tasks 
indifferent to what the Chancellor 
of the Exchequer did or did not do. 
Nowadays, everything is different and 
the budget penetrates into the hearth 
(and more especially the pantry) of 
the humblest home in Bri tain. Wi th 
vast amounts of money to be raised 
and spent, the budget is the most 
effective (indeed, the only effective) 
planning instrument in the hands of 
the Government, and the most im
portant parliamentary feature of the 
year. 

As A p r i l 18 approaches, people 
begin postponing their purchases of 
durable (and some non-durable) 
goods, in the hopes that purchase 
tax w i l l be reduced and that they 
w i l l save ten or twenty per cent, on 
their purchase price, while the Chan
cellor is given considerable scope 
for changing the patern of purchases 
by the system of food subsidies, In 
this country we follow the odd (and 
some would say, aimless) 'system of 
taking out from one pocket what we 
put in the other. We pay more for 
our beer, tobacco, entertainment and 
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furnishings so that we shall pay less 
for our butter, eggs And meat. In 
general, the result is that the work
ing class fami ly man benefits at the 
expense of the bachelor, especially 
if the bachelor is also a gay young 
dog. 

Just how the Chancellor intends to 
raise his money is, of course, a 
matter for conjecture, though we al
ready know how he intends to spend 
it and how much. Total expenditure 
in the year 1st Apr i l 1950 to 31st 
March 1951 w i l l be £3.860m., more 
than a fifth of which w i l l be on the 
armed forces. Food subsidies w i l l 
be reduced from £465m. to £436m. 
—a saving that has necessitated 
an increase in the price of 
butter and bacon by 4d. and 2d. a 
pdtind, respectively. . From 23rd 
A p r i l , the price of butter wi l l be 
I s . 10d. (compared to an economic 
price of 2s. 10d,) Rut in general, 
one may expect a conventional Crip-
nsian budger Inflationary pressure 
has st i l l to be resisted, and Sir 
Stafford is the man to do i t . 

Despite government pressure (in
cluding a suggestion that it might be 
a contravention of the war t ime 
National Arbi t rat ion Order) , the 
Confederation of ship-building and 
Engineering Unions has decided to 
go ahead with its ballot, asking 
members to choose between strike 
action and arbitration in their pound-
a-week wage claim. Membership of 
affiliated unions totals 1¼m., but a 
strike would draw in a total of 3m, 
workers. There has been a remark
able increase in productivity in the 
last few years (production in 1949 
was 37 per cent, above 1946), while 
profits have been unusually high and 
rising steadily. These are the 
grounds on which the Confederation 
maintains its wage claim can be met 
w i th no increase in prices, a conten
tion which the employers not un
natural ly dispute. The ballot papers 
are returnable by June 30 and w i l l 
be considered by the Executive Coun
c i l of the Confederation on July 13. 
There is no doubt that this is one 
of the most significant developments 
in the current situation—one that 
may mark a serious r i f t in the indus
t r ia l peace that has been maintained 
here since the war. 

From the Washington End 

Foreign Gold and Dollar 

Holdings in 1949 
A CCORDING to the Board of Gov-

ernors of the Federal Reserve 
System, the total gold and dollar 
holdings of countries other than 
U S and the U S S R showed an 
increase, for the first time since 
1945, f rom 814.9 bi l l ion in 1948 to 
$15.2 b i l l ion in 1949. The increase 
was principally confined to gold 
as private, rose only f rom $5.3 
bi l l ion to $9.3 bi l l ion while short 
term dollar balances, official as well 
as private, rose only from $g.8 
b i l l ion to $5.9 b i l l i on . The im
provement, however, was not uni
form to a l l countries. For instance, 
the U K and the members of the 
sterling area suffered a decline in 
reserves, though they were begin
ning to recoup in the last, quarter 
of the year. i.e., in the three months 
Following the currency devaluation 
in September. In fact, except for 
Asiatic countries like the Philippines, 
there was a general improvement in 
the dol lar and gold reserves position 
of a l l the groups of countries in the 
last quarter of the year. 

The increase in the world hold

ings of gold synchronised with a 
drop in the inflow of gold into the 
United States. This was particu
larly noticeable after the currency 
devaluations in the fa l l of the year, 
when there was a net outflow of 
gold from the U S to the extent of 
8232 mi l l ion , against an inflow of 
8462 mi l l ion between January I and 
September 18, 1949. 

The improvement in the reserves 
position is attributed to a combina
tion of circumstances, viz. the Euro
pean Recovery Programme, the re
covery of production and trade 
abroad. The tightening of foreign 
exchange and import restrictions 
and finally, the currency devalua
tions. Only two important coun
tries, Canada and Belgium, were 
able to relax restrictions on their 
imports from the U S in 1949. This 
was made possible by the recovery 
in their reserves. The level of gold 
and dollars available to the mone
tary authorities in these countries, 
however, is stil l precariously low 
and puts a serious impediment to 

*Prel iminary 

**Excludes gold and dol lar holdings of international institutions. 


