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more than what the Government 
want it to do. There are other 
bodies in the country which are 
entrusted wi th specific jobs in the 
same way. The Damodar Valley 
Corporation is one, the Central 
Water Power Irr igat ion and Navi
gation Commission is another, the 
Central Public Works Department 
is a th i rd . The Planning Commis
sion may be put above all these, 
and made responsible for the execu
t ion of the projects entrusted to 
these and other bodies. The Con
gress Planning Committee may 
similarly be asked to work on 
the political front to organise en

thusiasm or secure more active sup
port for the execution of these pro
jects, and for the implementation 
of the Government's economic 
policy generally. 

But neither Pandit Nehru nor 
Sardar Patel, notwithstanding the 
hold they may have on the masses, 
and their tremendous personal po
pularity, can disssociate enthu
siasm from the ends to which it 
is to be directed. Euthusiasrn i t 
self is very much in short supply. 
None can be aroused to achieve 
ends which cannot possibly capture 
the imagination of the people at 
large. 

to pressed i t , risking thereby a pos
sible misunderstanding with Ame
rica that she was lukewarm in her 
participation in the economic re
covery of Western Europe and that 
she preferred to stand on her own. 

Expert opinion in Britain "has all 
along favoured the proposal that 
the US should take over responsi
bility for a part of the sterling 
balances. This has been justified 
on.various grounds. One was that 
the incubus of sterling balances has 
hampered Britain in planning her 
dollar expenditure and in making 
the best possible use of the dollar 
resources she could lay her hands 
on. After the return to the dollar 
pool, it is difficult to be certain to 
what extent Britain has actually 
drawn on dollars earned by other 
members of the pool. Since for 
the last two years at least India 
has been running a deficit on dol
lar account, she may not have to 
complain much on this score. It 
would probably be true to say that 
on balance Britain had to give 
away a part of the dollars she re
ceived under Marshall A i d to con
vert released sterling into dollars. 
T o this extent Britain w i l l cer
tainly be better off if she is relieved 
of this obligation even partially. 

British economists have also held 
out tempting prospects to American 
traders in support of this move. 
They argue that since US would 

be distributing the dollars to the 
holders of sterling balances, she 
would be in a position to push 
her trade in markets hitherto closed 
to American products. 

And thirdly it is sad to find 
Prof. Rohhins advancing this dis
honourable argument—that since 
US would be taking over Britain's 
obligation and not be repaying 
debts contracted by her, she would 
be in a better position to beat down 
Britain's creditors. The British 
Government have found it more 
than a l i t t le embarrassing to drive 
a hard bargain and arrest the out
flow of unrequited exports. In 
fairness to Britain, it must be men
tioned that in the press reports that 
have appeared so far, this particular 
angle has not been brought to light 
and if Britain has such hopes, 
press reports about the official 
memorandum keep silent on this 
point. 

Dollar Deal Hangs Fire 
T H O U G H the State Depart-
ment may still be wi l l ing 
enough to take over a part of 
Britain's sterling liability, the grow
ing Republican opposition wi th in 
the Congress stands in the way. 
Bi-partisan foreign policy has not 
been working in south-east Asia 
and the Far East. Hence the tardy 
progress in giving effect to clause 
13 of the Washington Agreement 
reached between the U.S., the U . K . 
and Canada immediately before 
the devaluation of sterling in Sep
tember last. 

Premature disclosure in the Ame
rican Press that Britain has sub
mitted a memorandum to Washing
ton on this subject which had been 
hanging fire so long has brought 
it to the fore. Though India hap
pens to be the principal party 
along w i t h Pakistan who wi l l be 
primari ly affected by this move, 
if it succeeds, not only has she not 
been consulted, but Dr . John 
Mat tha i has not even been supplied 
wi th a copy of this memorandum. 
It is all the more curious in view of 
the reservation made in the above 
agreement that "this was one of the 
subjects which concerned other 
countries and would require further 
study". 

This is not the first time, how
ever, that India has been left out 
and not taken into confidence on a 
major question affecting the sterl
ing area. Dr . Mat tha i had com

plained equally bitterly and equally 
ineffectually when Britain decided 
to devalue the sterling without con
sulting India. But this is a domes
tic quarrel between Britain and 
other members of the sterling bloc. 
Dr. Mat tha i may have cause 
enough for taking umbrage. But 
this appears to have influenced his 
judgment about the proposal which 
is not bad in principle If the US 
were to take over responsibility for 
a part of the sterling balances, it 
is difficult to see how the change 
could go against India . On the 
contrary, the dollar situation being 
what it is and the prospects of 
getting more dollars in the future 
being what they are, if the matter 
is left entirely in the hands of Br i 
tain and the Commonwealth, the 
move should be welcome, as offer
ing an opportunity for much needed 
relief. 

Then are indications enough 
that the position of sterling has 
considerably improved and this 
has encouraged Britain to take a 
stronger stand vis-a-vis the US. In 
his last budget speech, Sir Stafford 
Cripps stated publicly for the first 
time the reasons why Britain was 
not wi l l ing to jeopardise the steadily 
expanding convertibility of the 
sterling for the doubtful benefit 
to be expected from Britain's 
closer association wi th the European 
Payments Union . On her present 
showing, Britain has a strong 
enough case but she has not hither-
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Curiously enough, those in Br i 
tain who are most eager that US 
should take over the responsibility 
are al l to the right of centre. That 
is to say they do not like the soft-
cushioning of British industries 
which sterling releases have made 
possible so far. Along wi th the 
sterling releases British exporters 
find a ready market. Hence the 
pressure to reorient industry, to 
step up efficiency and to seek new 
markets, particularly in hard cur
rency areas, is relaxed to a corres
ponding extent. The argument is 
that when these cushions are 
removed, it w i l l test the mettle of 
British industry, which should fare 
better if it is left to fend for itself. 
This argument, needless to say, is 
not shared in toto by the supporters 
and policy makers of the Labour 
Government. 

However creakily by-partisanship 
may be working in American foreign 
policy at the moment, the reason 
why the State Department is still 
in favour of exploring possibilities 
broached at the Washington Con
ference is not difficult to guess. 
Obviously, it has not yet lost hopes 
of multiple convertibility as envisag
ed in the twin Bretton Woods in
stitutions, though the chances of its 
realisation are as remote today as 
when the latter were set up. It 
still hopes that if Britain is relieved 
of this incubus, multiple convert
ibi l i ty of the sterling may possibly 
be brought nearer. Flying in the 
face of facts, it still refuses to he 
impressed bv the great strides made 
by sterling in expanding the area 
of free convertibility and its extend
ed use in world trade and monetary 
transactions. The same failure of 
American bi-partisan foreign policy-

has been indirectly responsible for 
the progress made by the sterling 
areas. For Republicans are not only 
reluctant to give away dollars; they 
have virtually sabotaged the Point 4 
Programme. They are only pre
pared to back their trusted hench
men as war allies, Chiang-kai-Shek, 
President Romulo of the Philippines 
and the French puppet regime in 
Indo-China for instance, rather than 
waste dollars to put south-east Asia 
on its feet. W i t h bi-partisanship 
l imping on one foot, the chances of 
multiple convertibility have receded 
into the far distance and any move 
that strengthens sterling deserves 
the unstinted support of the coun
tries which arc in a position to help. 
To sabotage it because of Britain's 
indiscretion in not holding prior 
consultation wi th us, would obvious
ly be ill-advised and not to the best 
interests of the country. 

Weekly Notes 
Pandit Nehru in Karachi 

K A R A C H I went all out to wel
come Pandit Nehru. One 

wonders if the jubilation was 
as great as that witnessed in 
the streets of Calcutta on Aug-
gust 15, when, under Gandhiji's 
inspiration, Hindus and Muslims 
celebrated the dawn of a new era, 
Karachi naturally compliments what 
was initiated in Delhi the 
last chance for a peaceful settle
ment of Indo-Pakistan relationship, 
Pakistan is more susceptible to waves 
of emotions, and appears to be more 
easily carried away. But enduring 
relations between the two states 
cannot be built on the uncertain 
foundation of gusts of emotions 
which may as easily blow one way 
as the other. This emphasises the 
need of turning this gusli of good
wi l l to some worthy and enduring 
purpose. The trade agreement con
cluded at Karachi is a good begin
ning, but even the most incurable 
of optimists must admit that it is a 
very humble beginning. Moreover, 
men can be more easily persuaded 
to pick up a bargain when it is to 
their advantage. They need far 
more persuasion to make them work, 
and set up the foundations for an 

order of things under which they 
can live in peace and prosperity, and 
let others live in peace, too. 

Devalutaions; Theory and Facts 

T H O U G H it is too early yet to 
assess the effects of devalua

tion, the latest available data pub
lished in the last issue of the Inter
national Financial Statistics do not 
suggest that the facts have confirmed 
the general anticipations of theory. 
This is obviously because many 
more factors were at work than 
could be subsumed under a general 
formula. A post-mortem of devalu
ation is rendered difficult, moreover, 
by the fact that before September 
the exchange rates and price levels 
in the different countries were far 
from being in equilibrium. 

There are enough indications, 
however, that there have been im
portant changes in the direction of 
trade and in the relationships of ex
port, import and domestic prices. 
For most of the devaluing countries, 
import: prices have risen by 10 per 
cent approximately; but, in many 
of them, export and domestic- prices 
have either risen much less, or re
mained more or less unchanged. On 

the whole, the rise in import prices, 
again, have been less than the de
preciation of currencies of the coun
tries concerned: much less than their 
depreciation relative to the dollar, 
and less than their average depre
ciation relative to the countries 
from which they buy their imports. 
Where domestic prices have risen, 
the rise has not been marked. 

While export prices have tended 
to remain stable in most countries 
or risen less than import prices, 
Sweden and Australia have been 
important exceptions. In the case 
of the former, export prices rose by 
10 per cent and in the latter, by 
20 per cent. The reason is that 
prices of major exports of both 
these countries— wool in the case of 
Australia and wood pulp and news
print in the ease of Sweden- are 
tied to the dollar market. A rise in 
the export indices of these coun
tries was, therefore, to be expected. 
Belgium and France devalued less 
than the sterling and Scandinavian 
countries, and hence their export 
prices have tended to fall . 

The shifts in the direction of 
trade following devaluation have 
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