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be taken off the fields, nor can 
supplementary industries be organ
ised to provide occupation to agri
culturists during their spare or idle 
time between crops, or between 
different operations in the cultiva
tion of the same crop. 

But apart from inadequate or 
worn-out capital equipment, what 
could account for the falling pro
ductivity of industrial workers has 
not been brought j u t . Is it the 
general effect of wretched l iv ing 
conditions — malnutrition, over-

IF the Commonwealth Ministers' 
Conference, now in session in 

London, succeeds in provoking 
Washington into action, it wi l l 
have achieved its main purpose. 
And, from Washington comes news 
that America is impressed wi th the 
need for . co-operating wi th the 
Common wealth for raising the 
standard of l iving in South and 
South-East Asia. Some time ago, 
Mr Gordon Gray was appointed by 
President Truman to advise h im on 
the problem of the world's dollar 
shortage after the expiry of Mar
shall A i d . Mr Gray has submitted 
an interim report which emphasises 
the need for continued dollar assist
ance. Besides continued dollar aid 
to Europe after the termination of 
Marshall A i d by the end of 1951, 
Mr Gray recommends assistance to 
under-developed areas like Asia, 
the Far East and the Middle East, 

Mr Gray's recommendations wi l l 
have to be endorsed by President 
Truman before the Administration 
puts forward a Hill seeking autho
rity to lend dollars to under-deve
loped areas. Some time must 
elapse before the Gray plan is tran
slated into practice. This scheme is 
expected to supplement, and not 
to replace, Point Four and the 
mutual aid plan now being formu
lated in London. Point Four and 
the mutual aid plan are aimed at 
technical assistance, while the six-
year development plan mooted at 
the London Conference and the 
Gray plan are aimed at enlisting 
some form of Marshal A i d to 
under-developed areas. 

crowding, i l l health, lack of educa
tion—which weaken the desire for 
and the abili ty to strive for a better 
life? There is a wholesome empha
sis, however, on those aspects of 
the problem which can be tackled 
with comparative ease in a short 
time, and without immense capital 
expenditure. This call for self-help 
which undoubtedly and obviously, 
is the only solution, nevertheless, 
sounds faintly ironical when it 
come.- not from the people them-
Rives but from international agen
cies. 

Consider, first, the £1,725 mi l 
lion six-year Commonwealth plan 
for raising the standard of l iving 
in South and South-East Asia. 
Available details indicate that ap
proximately a half of this amount 
will be provided by the countries 
concerned for internal expenditure, 
while the plan w i l l involve foreign 
assistance to the extent of the 
remainder. For all practical pur
poses, the Commonwealth develop
ment plan can succeed only if Br i 
tain undertakes to provide approxi
mately £910 million to this region 
in the corning six years. An 
annual investment of £150 million 
is not beyond Britain's capacity. 
Despite her obligations to Western 
Europe and her increased defence 
commitments, she may be reason
ably expected to undertake this 
responsibility. 

A clear examination of the prob
lem, however, reveals complications. 
From the blue-prints submitted by 
the countries in South and South-
East Asia, it is not quite clear whe
ther the estimate for external 
finance includes annual sterling 
releases by Bri ta in or in addition 
to their sterling disbursements. On 
the better assumption, it may not 
be possible for Britain to undertake 
even the modest responsibility of 
finding £150 million each year in 
addition to the normal, annual 
sterling releases to her creditors— 
the more" so, as additional rearma
ment may adversely affect her 
exporting capacity, 

Much is being talked about the 
non-dollar world's improved dollar 

position. True, the sterling area a 
gold and dollar resources have im
proved since devaluation. But 
relevant statistics indicate that B r i 
tain's trade relations wi th the 
sterling area have worsened, though 
her gold and dollar resources have 
increased. Before devaluation, B r i 
tain was running a dollar deficit 
but had a surplus wi th the sterling 
area. Devaluation has reversed 
the process. Bri tain is now enjoy
ing a dollar surplus, but is running 
a trade deficit wi th the sterling 
area. This is palpably reflected in 
the rapid growth in sterling balances 
in London in recent months. 

In real terms, the six-year Com
monwealth plan envisages fresh 
exports by Britain to the countries 
concerned to the annual value of 
£150 million over and above cur
rent exports plus the export needed 
to repay enhanced sterling releases 
demanded by her creditors. Alter
natively, Britain wi l l have to 
release more sterling for dollar 
convertibility to enable the coun
tries in South and South-East Asia 
to implement the development plan. 
This Britain is unable to under
take, despite the improvement in 
her gold and dollar position. Can 
she export more to the sterling 
area? That partly depends upon 
Britain 's import costs from the 
sterling area and, in fact, on her 
export prices. Britain's growing 
debt to the sterling area reflects 
the rapid increase in the prices of 
raw materials. Wi th the post-de
valuation rise in wages in the 
United States, Britain 's export 
prices compare favourably wi th that 
of America, though the latter still 
enjoys the advantage of prompt 
delivery. These are some of the 
complications involved in the six-
year Commonwealth plan for the 
development of South and South-
East Asia, involving external 
finance to the tune of £910 million.. 

To repeat, the Commonwealth 
plan, though encouraging, is inade
quate. It is widely accepted that 
the Commonwealth's efforts wi l l 
have to be supplemented by aid 
from the United States. This is 
when the Gray plan comes i n . 
Evidence accumulates that Wash
ington is gradually realising that 
global prosperity as well as world 
peace is indivisible; that, the pro
jection of a " Marshall Plan " to 
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the under-depeloped regions of the 
world is an essential pre-requisite to 
international peace and prosperity. 
Originally confined to Europe, Mar
shall A i d dollars have subsequently 
been forthcoming for some other 
countries. South Korea and the 
Philippines have long since been 
under the wings of the Economic 
Co-operation Administration, Gra
dually, Indonesia, Indo-China, 
Thailand and Burma have been 
included among ECA countries. 
As and when the Gray plan is 
accepted, America wi l l undertake 
the major responsibility for financ-

Multi-purpose Credit Control in 
Pakistan 

P A K I S T A N has been experiment
ing with a novel policy of 

multi-purpose credit control. Al l 
scheduled banks in Pakistan have 
directed to restrict advances against 
imports, both qualitatively and 
quantitatively, and to expand 
their pre-shipment advances. The 
idea, obviously, is to support 
export prices which have been going 
down of late, push up exports, 
step clown imports, and maintain 
internal prices for those primary 
products like jute, on which depends 
the money incomes of a large sec
tion of the population. Eventually, 
of course, these multi-purposes 
boil down to the one purpose of 
propping up the exchange value of 
the Pakistan rupee in the facet of 
economic forces which tend to bring 
i t down. 

Karachi money market has been 
experiencing uncomfortable condi
tions, because of the abnormal 
demand on the banks for financing 
imports. There has been a scramble 
for imports for stockpiling purposes 
and also for forestalling the possible 
devaluation of the Pakistani rupee, 
rumours about which persist des
pite official denials. Pakistan sche
duled banks' excess balances with 
the State Bank have been going 
down very rapidly over the last 
few months. 

There has been heavy booking 
of forward exchange in Karachi 

ing recovery in the under-developed 
areas of the wor ld . 

Even so, there is a danger that 
America's unwillingness to have the 
lesson from Marshall A i d may neu
tralise the main objective of dollar 
aid. Marshall A i d has failed be
cause it has been used as" an econ
omic counterpart to the North 
Atlantic Alliance. It is a safe pre
diction that any extension of the 
Marshall Plan to include dollar 
assistance to un der-developed 
regions wi l l fail if it is aimed at 
financing an anti-Communist Pact. 
Though young in independence, 

since July last; by the first week of 
September, these bookings reached 
fantastic proportions. Banks have 
also found a profitable source of 
employment for their funds in 
advances against imports. 

Exports, on the other hand, 
though showing a considerable im
provement since December last, still 
fall short of 1948-49 figures. Dur
ing the first quarter of 1950, exports 
from Pakistan by sea amounted to 
Rs. 25.40 lakhs, against Rs. 30,90 
lakhs in the corresponding period 
of 1949. There has also been a 
marked fall in the prices of export 
goods, j u t e has been continually 
going down. The Pakistan Jute 
Board wanted to extend the period 
of operation for the Trade Pact 
wi th India at least by a fortnight 
beyond September 30 to enable il 
to supply jute in excess of the 
agreed quantity of 40 lakh bales 
which have already been exported 
to India, The Government of 
India, however, did not favour the 
idea and are obviously against mak
ing further commitments until the 
Pakistan exchange rate is settled. 

This has further depressed prices 
in Pakistan. To bolster up prices, 
the Pakistan Government, it is 
reported, have directed the banks to 
restrict advances against imports, 
and to expand export credit. In 
view of the continual fall in export 
prices, banks may be reluctant to 
follow these official directions. The 
consequences of this novel policy 
of credit control to support ex-

most of the under-developed coun
tries resent political or economic, 
domination. There is growing 
revulsion—against, what Pandit 
Jawaharlal Nehru deplores as, 
" new types of colonisations and 
controll ism." Is it too much to 
hope that Wahsington wi l l appre
ciate and respect New Delhi's 
revulsion against dollar aid in ex
change for strategic bases ? India 
and the other under-developed 
countries wil l gratefully accept 
dollar assistance to help raise stand
ards of l iving, but such assistance 
may not be welcome if it has poli
tical strings tied to i t . 

change rates, however, would be 
watched with interest. 

Commodity Loans to Fight 
inflation 

THE development plan presented 
by India at the meeting of 

the Commonwealth Consultative 
Committee in London includes a 
scheme for raising internal finance 
through commodity imports like 
wheat and cotton from the dollar 
and other areas for sale to consu
mers in India. 

A parallel arrangement has been 
in work between the United States 
and the ERP countries during the 
last two years and a half. The 
funds collected by the latter through 
the sale of ERP commodities are 
designated counterpart funds and 
are to be utilised either for reduc
ing internal public debt or for pro
ductive investment. 

The collection of counterpart 
funds is in effect anti-inflationary 
alt hough a certain degree of credit 
expansion would be called for to 
set to work such plant and equip
ment as would be received through 
the aid in addition to the foodstuffs 
and other consumer goods. If used 
judiciously and with discretion, the 
counterpart fund, may help to 
develop depressed areas and, when 
the occasion demands i t , for off
setting fluctuation in effective 
demand. This latter, however, 
entails the advance preparation of 
plans to be put into operation at 
the right moment. 
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