
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. 

W e e k l y Notes 
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Empire Preference Under Fire 

THE Torquay Conference on 
Tariffs opened on Thursday. 

The United Kingdom is in a fight
ing mood to defend her Common
wealth Preferential system. Mr. 
Harold Wilson, the Board of Trade 
chief, told the Conference that the 
interdependence of the different 
Commonwealth .economies is a 
historical fact finding its natural 
reflection in the preferential system 
which exists between them. This is 
going, to come under some concen-
trated tire from the American dele
gation in particular. Apart from 
the long and historical ties between 
the UK and other Commonwealth 
countries, and the delicate structure 
of the sterling area with its post
war payments problems, Britain 
fears that opening the markets of 
the Commonwealth to unrestricted 
American competition wi l l threaten 
ued only her own standard of living 
but also that of some of her better 
off associates, the prosperity of 
both being based on such a trade 
edifice. Neither can the less deve
loped Commonwealth countries, 
still not out of the woods in the 
matter of dollars, contemplate with 
equanimity a new shift in their 
international trading position that 
is bound to follow the abolition of 
preferences, some of which at least 
are protective and self-preservative 
in their concept. 

Americans, on the other hand, 
feel that the improved dollar posi
tion of the Commonwealth and the 
gratifying rise in the sterling area's 
gold and dollar reserves, call for a 
modification of what they consider 
discrimination and the application 
of escape clauses of trade agree-
ments, which operate when coun
tries are in balance of payments 
difficulties, in the form of import 
quotas and exchange controls. The 
U K , however, is cautious in accept
ing this view with the memory still 
fresh in its mind of the sharp and 
disheartening fall last year in gold 
and dollar reserves caused by a 
mild recession in US. 

India's attitude to the demand 
that dollar and non-dollar goods 
should in future be given an equal 
chance- in the sterling area wi l l be 
governed by two factors. Firstly, 

she wi l l insist that such freeing of 
world trade should not hamper her 
nascent industries and her frantic 
efforts to raise the standard of l iv
ing of her people. Secondly, such 
freedom should be beneficial to 
underdeveloped countries to expand 
their own exports, and for this the 
UK and the US would themselves 
have still a long way to go in 
tearing down their tariff and other 
trade barriers. 

The Fiscal Commission, which 
analysed the Indo-British Trade 
Agreement of 1939, reported that 
they found it difficult to assess the 
effects of the agreement on trade 
because (a) the relevant trade 
returns were available only for a 
period of six months after the exe
cution of the agreement t i l l the war 
broke out, and (b) during the war 
and postwar years, the effects of 
the preferences grunted and received 
by India were obscured by trade 
restrictions. Nevertheless, their 
study showed that between 1938-39 
and 1948-49, India's share of the 
export market in preferred articles 
in the UK had fallen while UK's 
share in the Indian market had 
remained satisfactory. In pursu
ance of the brief to the Indian 
delegation to the Geneva Confer
ence of the GATT, both India and 
the UK reduced the margin of pre
ference granted to each other in 
respect of a number of items. The 
Commission suggested that India 
should negotiate with the UK and 
the Colonies for reviewing the whole 
position. The continuance or other
wise of preferences, said the Com
mission, should be decided exclu
sively on a consideration of econ
omic advantage and on the basis 
of mutual interests. 

The other important points likely 
to come up before the Torquay 
Conference, both again on Amer
ican initiative, are the admission 
of Japan and Western Germany as 
free trading nations of the world. 
Future Japanese competition is the 
main headache of both Bri tain and 
India, who have a good export 
market in textiles which is the field 
in which Japanese competition wi l l 
immediately tell. But the Indian 
delegation also feel that Japan wi l l 
also be a stabilising factor in the 
East. 

Woollen Textiles 

THE Foreign Cmmerce Weekly 
has published statistics relat

ing to wool apparel fabric produc
tion in fourteen selected countries. 
For these 14 countries, total pro
duction which amounted to 1,345 
million lbs. in 1938, declined to 
1,141 mil l ion lbs. in 1947. By 
1949 it had increased to' 1,226 mi l 
lion lbs.—119 million pounds less 
than in 1938. 

Important changes have occurred 
in the relative position of most of 
the fourteen countries in these 
years. In 1938, the United States 
accounted for 15,6 per cent, of the 
total of these countries, in 1947 
her share was as much as 33,5 per 
cent.—later, by 1949, it had 
declined to 25.3 per cent., still 
some 10 per cent, above 1938. 
The United Kingdom was able by 
1949 to regain her pre-war share of 
a little over a fifth of the total. 
India, needless to say, has been 
nowbere in the picture. 

In 1938, Germany held the third 
place, with 16.8 per cent, of the 
total. Data for the Bizonal Area 
for 1949 show her share down to 
only 7.7 per cent. Japan's posi
tion has dropped sharply from 
fourth with 11.5 per cent, in 1938 
to fourteenth with 1.6 per cent, in 
1949. 

In analyzing the foreign trade in 
wool apparel fabrics of these coun
tries, only six can be considered as 
important exporters —the U K , 
USA, I taly, France, Netherlands 
and Belgium. This does not 
include Germany and Japan which 
were significant before the war, but 
which have since shipped only 
negligible quantities. 

Exports of wool-fabrics from 
these six major exporters, consi
dered together, have shown a 
steady increase in the years 1947-49. 
Shipments amounting to 106 mill ion 
lbs. in 1949 were 19 per cent. 
higher than in 1947 and 27 per 
cent, higher than in 1938. For the 
years under consideration, exports 
have roughly approximated to 10 
per cent, of production, on an 
overall basis. 
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lbs. by the six countries in 1938, 
UK, I ta ly and France held the first 
three places w i th 51, 21 and 7 m i l 
lion lbs. respectively. In 1949 out 
of a total of 106 mil l ion lbs. UK 
exports were very nearly 60 mill ion 
lbs. Next came France wi th 18 
mil l ion and I ta ly with 7 mil l ion. 
US exports increased from 0.244 
mill ion to 1,873 mill ion between 
1938 and 1949. 

Imports by these six countries 
have followed the same pattern as 
exports in showing increases in each 
of the post-war years. However, 
whereas imports in 1947 were only 
71 per cent, of those in 1938, 
exports in 1947 actually exceeded 
the 1938 figure by 7 per cent. 

Dur ing the past year, fabric 
producers have been upset by the 
continuous rise in wool prices and 
the influence of synthetics as a 
competitive fibre and a mixture. 
Perhaps the greatest change in 
post-war fabric production has been 
the recognition by mills that adapt
abil i ty, both to raw material price 
rises and changes in consumer 
demand, is the only way to cope 
wi th a fluctuating situation. 

striking increase in food production 
in either continent during the last 
century, comparable to the enor
mous expansion of agriculture and 
livestock in the New Wor ld and 
Australia, Nor before the last war 
had Asia and Africa begun to draw 
on these new granaries by means 
of foreign trade. 

World population continues to 
grow at a rate of about 1 per cent, 
per annum in most areas, and at 
2 per cent, per annum in Lat in 
America. Food supplies per head 
are on the average, below the pre-
war level, and the deficiency in 
animal products is particularly 
great. 

The 1934-39 average of world 
total cereals production was 487 
million metric tons. Of this amount 
Asia, Europe and North America 
supplied 214, 118 and 108 million 
tons respectively. Supplies in 
1948-49 were 549 mill ion tons while 
the shares of Asia, Europe and 
North America were 213, 105 and 
180 million tons respectively. 

Of the production of 20.5 million 
metric tons of vegetable fats and 
oils in 1934-38 (average), Asia, 
Europe, North America and Africa 
contributed 8.5, 4.2, 3.3 and 2.1 
million tons respectively. In 1948-
49 their contributions were 7.8, 
8.4, 5.2 and 2.1 million tons res
pectively to a total production of 
20.9 millions. 

The world average of sugar pro
duction in 1934-38 was 27.7 million 
metric tons of which Asia, Europe, 
Nor th America and Central and 
South America provided 9.2, 6.5, 
3.0 and 6.0 million tony respectively. 
In 1948-49 these same countries 
produced 8.2, 6.7, 3.5 and 9.7 m i l 
lion tons respectively in a total 
production of 31.6 million tons. 

Meat deficit has affected Europe 
very seriously. In pre-war years 
she produced 12.2 million metric 
tons out of a total of 20.2 mill ion 
in Europe, North , Central and 
South America, and Oceania. 
North America used to produce 
8.5 million tons and Central and 
South America 6 million (estimated). 
In 1948-49, Europe's production 
was down to 8.5 million and North 
America's was up by 3 million tons 
to 11.5 million tons. 

(Note: owing to lack of com
plete information, USSR has in al l 
cases been excluded). 

Goings on in Australia 

NEW records are being set by 
wool prices in the recent Aus-

tralian wool auctions. If anything 
like the present prices can be held, 
Australia may earn from wool alone 
the record figure of £A 500 mil l ion 
this year—against the total Austra-
lian imports running at £A550 m i l -
lion a year. The impact of this 
boom in wool prices on the balance 
of payments position of Australia 
has combined w i th several other 
factors and revived discussions of a 
revaluation of the Australian 
pound. 

An export tax of 20 per cent, on 
wool and 15 per cent, on metal 
exports is believed to be the Aus-
tralian Government's major answer 
to the problem of stabilising the 
country's currency and checking, 
inflation. Overseas observers be-
fieve that the export tax on wool 
wi l l be additional to the 7½ per 
cent, levy on returns for stabilisa-
tion of the wool industry. 

The inflationary pressure on 
incomes and prices has become 
difficult to control. From 1946 
onwards there has been a large and 
fluctuating surplus on commodity 
account in the balance of payments.  
In 1938 and 1939 there were small 
annual surpluses of a little over 
£A10 million. In 1947 and 1948 
they were £A100.7 and £A69.1 
respectively. Last year it was 
£A 133.2 mil l ion. The general 
index of export prices has, during 
1946 and 1949, risen from 144 to 
293 (1937 = 100). Immediately 
after devaluation, however, the 
index rose from 275 in September 
1949 to 373 in January 1950. In 
these four months, the index of 
import-type goods rose from 198 to 
226. The total of currency and 
deposit money which stood at 
£A203 million in 1939, and £A873 
million in 1948, increased from 
£A888 mill ion in August 1949 to 
£A1044 mill ion in December and 
£A1,124 in Apr i l 1950. 

While Australia is contemplating 
the levy of an export duty to 
stabilise her £, news comes from 
Malaya where the Government is 
wanting to levy an export duty to 
raise sufficient funds to fight the 
communists and the terrorists. 
Scarce means have t ru ly alternative 
ends. 
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World Population and Food 
Supply 

W H E N first facts about food 
and population became avail

able after the war, the Malthusian 
view was in the ascendant. Popu
lation had increased and food sup
plies had been drastically reduced 
in the war areas. By 1949, how
ever, the outlook had changed— 
world food production slightly 
exceeded the pre-war level, and the 
problem was seen to be the more 
complex one of poverty in the 
midst of plenty. Agricultural sur
pluses reappeared—especially in 
the hard currency areas. At the 
same time, the spectre of Malthus 
now overshadows many undevelop
ed areas where food consumption, 
already very low before the war, 
is tending to fall as population 
continues to rise. 

Since 1890, world population has 
increased by 50 per cent. Since. 
1913 it has risen by over 30 per 
cent, and of the actual increase of 
nearly 570 mil l ion, half has occur
red in Asia, The population of 
Asia and Africa together has 
increased by more than the entire 
population of Europe before W o r l d -
War I . But there has been no 

Out of total exports of 89 million. 
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