
than ever. But Russia has, through-
out recent history, exerted profound 
diplomatic influence and pressure, 
despite her mil i tary weaknesses in 
the nineteenth century. M. Gromyko 
or M. M a l i k are not as much re
flective of Communist diplomacy 
as of Russia's distinguished diplo
matic t radi t ion. 

To appreciate Moscow's superior 
diplomatic strategy, it is necessary 
to know what a historian of the 
nineteenth century remarked about 
the Russian diplomats sent to the 
Vat ican in 1499 by Ivan III. He 
wrote: " Leaving nothing to chance, 
these Moscovites studied all the spe
cial circumstances appertaining to 
their case; examined everything 
from every possible angle; applied 
firmly established principles; intro
duced their firmly remembered tra
ditions; pursued definite aims and 
were always exclusively concerned 
wi th safeguarding and strengthening 
their magnificent position. West
ern European diplomacy was dis
comfited by the allegedly uncivilised 
Moscovites." Today, four and a half 
centuries later, M . Gromyko and M . 
M a l i k are following the technique 
perfected by their illustratioous pre
decessors sent to the Pope in 1499. 

Strange as it may seem, it has not 
occurred to the diplomats in Wash
ington, London and Paris that M. 
Malik 's proposal for a truce in 
Korea is self-explanatory. A n d yet, 
three eventful days were wasted in 
t rying to discover what M. M a l i k 
could have meant by suggesting that 
the " belligerents " in Korea should 
arrange a " cease fine " fo r thwi th . 
How does it come about that the 
Western diplomats are so puzzled as 
not to know who are the " bellige
rents " in Korea? It is obvious that 
the Nor th Koreans and the Uni ted 
Nations are the only two '' bellige
rents " in Korea. There was no 
reason why Russia should have any 
interest in seeing that the Uni ted 
Nations Organisation be side-track
ed. Russia might have been inter
ested in by-passing the United Na
tions only if she had any interest in 
the Seoul Government. It should 
have been apparent from the 
moment that M. Ma l ik announced 
his truce proposal that Russia—and 
Russia's views are endorsed by most 
of the member—States—cannot pos
sibly agree to accept the Rhee re
gime as a " belligerent " as that 
would involve significant political 
implications. This is one of the 
main polit ical problems that w i l l 
have to be solved for arr iving at a 
lasting settlement of the Korean 
problem, but poli t ical issues can only 

be discussed after, and not before, 
a "cease fire " in Korea. 

If it was apparent that Russia 
would ignore the Rhee Government 
in her truce proposal, it was also not 
unexpected that Moscow would en
dorse Peking's claim that Red China 
is not a " belligerent " in Korea. 
It would be too much to expect 
Peking to leave the d ip loma t i c van
tage ground on which it has taken 
its stand. At the instigation of the 
Uni ted States, the United Nations 
may have branded Communist 
China as aggressor, but Peking has 
always maintained that there are no 
regular Chinese forces fighting in 
Korea, but only " volunteers " who 
have spontaneously gone to the aid 
of the Nor th Koreans to defend the 
latter's territory against " unlawful 
aggressors ". Nor could Peking be 
expected to accept M. Mal ik ' s terms 
for true, as a " belligerent ", after 
its repeated claims that satisfaction 
of its wider polit ical demands is an 
essential pre-requisite to peace in 
the Far East. M. Malik 's proposal, 
as clarified by M. Gromyko. allows 
Peking to save its face without any 
loss of honour or prestige of the 

THE key problem of efficiently 
procuring basic raw materials 

now faces the governments of most 
countries of the world. On its 
satisfactory solution depends whether 
manufacturing activity can be sus
tained in Europe and elsewhere. 

The war in Korea heralded a 
period once again of a boom in raw 
materials. H a d the Korean inc i 
dent not occurred, the producers of 
raw materials would have, perhaps, 
been overtaken by a crisis a fore
taste of which they had' in early 
1949. The defensive action—de
valuation—taken by several coun
tries lost much of its effectiveness 
as the wor ld market for raw mate
rials started weakening. A n d then 
suddenly came Korea bringing in 
its t ra i l rearmament and restored 
the seller's market to its fu l l vigour. 

Heavy Buy ing by US 
How do Americans view the 

problem? " In the race to rearm," 
according to a recent issue of Time, 
u the US and other nations of the 
free world have run smack up 
against a key problem. H o w should 
the free wor ld raw materials be 

U n i t e d Nations. 
These and similar other signifi-

cant details w i l l have to be amplified 
and clarified before a mi l i ta ry truce 
in Korea can be established. But 
it would be a blunder for Washing
ton to lay undue stress on diploma
tic quibbles, which can only prolong 
the loss of life and property in Korea. 
Bloodshed must end, and M. Mal ik ' s 
proposal provides an opportunity to 
end it wi thout sacrificing the po l i t i 
cal aims and objectives of the Uni ted 
Nations or of Communist China. 
Though dictated by diplomatic con
siderations, it is a reassuring indica
tion that Moscow has no intention 
to by-pass the United Nations in 
any " cease fire " discussions. 'Phis 
is a guarantee that the United Na
tions forces w i l l be available in the 
event of any breach of truce terms 
and conditions in future. It is also 
a comforting assurance that a po l i t i 
cal settlement of the Korean pro
blem, which must follow the armis
tice, w i l l be arranged under the 
aegis of the Uni ted Nations so that 
a free and united Korean can enjoy 
peace and plenty under a good and 
democratic Government. 

—S.G. 

divided? By overlooking this prob
lem while it tried to grab up a 
lion's share of all the strategic ma
terials in sight the US has already 
stirred up a storm of hostility 
among its allies." As an instance 
it is pointed out that resignations 
both of Mr Bevan and Mr Wilson 
from the, British Government were 
on the issue of raw materials. 

The problem had become in 
tractable because the US consumes 
m o m than one-half of world's stra
tegic raw-materials. But then she 
is also one of the world's biggest 
producers of molybdenum, sulphur, 
and copper, and exports more raw 
cotton than any other country. As 
against this, the US is a compara
tively big consumer and small pro
ducer of many other equally strate
gic materials. In 1950, for exam
ple, she produced no natural rubber 
and t in but consumed 39 and 37 
per cent of the worldls production. 
Similarly her production of wool 
was only 3 per cent of world's as 
against here consumption of 16 per 
cent and of manganese ore 5 per 
cent as against 50 per cent of the 
wor ld supply consumed by her. 
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Steep Rise i n Prices 
T h e U n i t e d States' entry in to the 

wor ld market for stockpiling marked 
the exit f rom it of several weaker 
buyers. Prices began mount ing up 
.at a steady pace and touched a 
new high as the US made increas
ing drafts on the fast dwind l ing 
stocks of commodities. The upward 
trend was reversed only when in 
M a r c h last the US decided not 
" to play the sucker " any more. The 
Reconstruction Finance Corpora
t ion, conscious of its bargaining 
power, because the US is the single 
largest buyer, decided to use it and 
suspended buying pending the fixa
t ion of maximum prices for various 
commodities. Dur ing this period, 
several European purchasers enter
ed the market and obtained what
ever supplies were forthcoming. The 
prices haw? since then tended to de
cline and this is having a sobering 
effect on the selling countries which 
had been making hay while the sun 
of American stockpiling shone. 
There have already been attempts 
to utilise the profits made through 
prices to provide for lean months 
ahead. Wool producers in Australia 
are proposing to set apart funds 
from current earnings to take care 
of any undue fall in prices. 

Concerted International Action 
Needed 

Since there are not enough raw 
materials to go round, the only 
possible solution appears to be some 
.sort of international action for the 
pooling and distribution of vi ta l 
raw materials. To this task the 
International Materials Conference. 
lias been devoting itself and has 
worked out plans for the allocation 
of sulphur, lead, zinc and news
pr in t . The success the Conference 
has so far achieved in its object of 
securing fair shares for all has been 
rather l i t t le . The main opposition 
has come from large producers who 
do not seem to be enthusiastic to 
work a scheme whose immediate 
aim is the stabilisation of prices at 
reasonable levels. Further, because 
of the mere advisory nature of its 
many committees, several part ici
pat ing countries are not inclined to 
place much reliance on the Con
ference's abil i ty to enforce its 
decisions. 

Realizing that it is neither pos
sible nor desirable to cut down pro
duct ion of civi l ian goods in Europe 
already undermined by rearmament 
commitments, Time agreed that 
' the squeeze on civi l ian goods wi l l 
have to come in the US ". This has 
already come but the US expects 

in re tu rn co-operation f rom coun
tries like Australia and other pro
ducers of pr imary commodities 
wi thout which the Americans feel 
the international plan for allocation 
of materials is not going to succeed. 
I f this not forthcoming the U S A 
may have to " flex its economic 
muscles" and push its allies into 
line. 

Long-Term O u t l o o k for Raw-
Mater ia l s 

But raw-material shortage is not 
merely an acute problem for the 
immediate future, as Mr Ernest H. 
Stern's study of the long-term out
look in the M a y issue of The 
Banker goes to show, apart from 
the impact of inflation and the 
armament drive on raw material 
supply and demand, Mr Stern con
tends that " beneath the muddy 
and turbulent waters of the present 
inflationary flood, there lurks a long 
term problem that has hardly been 
recognized ". T h a t a basic dis
equi l ibr ium between the supply and 
demand for raw materials has been 
in existence ever since the close of 
the war and w i l l still be there even 
if inflation suddenly stopped—these 
are his main conclusions. 

A Basic D i s e q u i l i b r i u m 
While the author regards the in 

flationary and mil i tary impacts as 
unpredictable, being dependent on 
governmental decisions, the prob
lem of a basic disequilibrium for 
raw materials can be ascertained 

because the changes in the d e m a n d 
for raw materials are, generally 
speaking, correlated w i t h the 
changes in the output of the manu
facturing industry. For this purpose 
Mr Stern has brought together the 
wor ld (excluding the USSR) index 
of manufacturing and min ing acti
v i ty and of raw-materials for the 
pre-and post-war years. This reveals 
that the production of raw mate
rials has not kept pace wi th the 
growth in manufacturing activity, 
w i t h the result that while the gap 
between the activities, as measured 
by the index number, in the two 
sectors was nil in 1937-38, the 
manufacturing and min ing index 
was 10 to 19 per cent higher than 
that for raw materials between 1946 
and 1950. It is, therefore, evident 
that the world continues to face a 
basic disequilibrium in the field of 
raw materials. 

Whi le the production of raw ma
terials in general has increased by 
34 per cent since 1937-38, the de
mand for them has probably risen 
by 60 per cent. Moreover, this i n 
crease has been very uneven. Dur
ing this period, world output of alu
min ium, artificial fibres, o i l , natural 
gas, and hydro-electric power has 
shown great progress but the increase 
in the output of copper, lead, zinc, 
t i n , manganese, coal and natural 
fibres has not been so marked. 

The Economic Survey of Europe 
for 19 5 o h as a I so d r a w n attention to 
the lag in the production of basic 
commodities in Europe which has not 
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kept pace w i t h the production of 
secondary industries. But it is not 
only in Europe that this has hap
pened. It is part of a wor ld wide 
phenomenon. 

The failure of the production of 
raw materials to catch up w i t h the 
expansion in manufacturing activity 
has been described by Mr Stern as 
an entirely new development which 
has not been known for the last 
seventy years. 

Prospects for Greater 
Product ion 

The present high level of prices 
of raw materials, however, is not 
wholely due to this basic disequili
br ium. They are also due, in part, 
to inflationary finance in which the 
Western wor ld , and in particular 
its most influential member, the 
Uni ted States, has been indulging 
recently and by the super-imposi
t ion of a vast armament pro
gramme, mil i tary stockpiling, c iv i 
l ian hoarding and scare buying on 
top of the basic disequilibrium, it 
is therefore obvious that any sud
den " outbreak of peace " could 
cause raw material prices to fall . 

Mr Stern concludes his study 
thus: 

" Manufactur ing activity is not 
likely to decline in the near future. 
The armament drive wi l l see to that. 
Moreover, if civilian consumption 
has to be curtailed over several 
years, a new reserve of demand for 
manufactured goods w i l l be piled 
up and the implementation of full 
employment policies after the "' cold 
w a r " ends made correspondingly 
easier. In the longer run, how
ever, some, reservations must be 
made about the prospects for high 
cost producers. Before the war in 
Korea started there were signs that 
much, if not most, of the pent-up 
demand in many countries, especial
ly in the Uni ted States, had been 
satisfied and many people expected 
a recession in American industry; a 
cyclical decline in the output of 
manufactured goods by, say, 10 
per cent would greatly reduce the 
gap between raw materials output 
and manufacturing. Last, but not 
least, raw material production may 
soon start to make greater strides 
than manufacturing activity and so 
narrow or close the gap from the 
other side; even in 1951 or 1952 
there could be' some move in this 
direction." 

Shortage in Ind ia 
Fi t t ing India into the picture 

drawn by Mr Stern we see that the 
interim index of industrial produc
t ion (1946 = 100) had risen to 
111.8 in the first quarter of 1951 

as against 105.2 m the previous year 
and 97-5 in 1947. Whi le a num
ber of industries notably cement, 
chemicals and to a lesser extent 
coal, sugar, non-ferrous metals, steel 
and paper have made substantial 
gains dur ing this period, production 
in India's two major industries, cot
ton and jute, has lagged behind 
w i th no signs of visible recovery. 
The problems of these two indus
tries are identical in that both have 
suffered in the past and continue to 
suffer from a shortage, of raw mate
r ia l . The gap between their re
quirements and the available sup
ply of raw materials remains wide 
though efforts in the direction of 
procuring supplies have been suc
cessful and have given some relief. 
A long-term solution of tine dis
equi l ibr ium -a chi ld partition—has 
yet to be evolved. 

These notwithstanding, Ind ia , 
unlike Europe, is fortunate in hav
ing the raw materials to feed a num
ber of her industries available in a 
large measure locally. The rapid 
strides made by industries like ce
ment, matches, refractories after 
their manufacturing capacity had 
been built up or restored, have 
been largely due to i t . 

The chemical industries have also 
been able to expand their produc
t ion substantially and the output of 
most of them was on the upgrade 
during the first quarter of 1951. The 
production in general of electrical 
engineering industries has also ex
panded since the end of war. The 
same has been true of many other 
' war-time ' industries. Since a large 
part of their current requirements 
of raw materials have to be import
ed from abroad, the present mal 
distribution of world's raw mate
rials w i l l have its natural repercus
sions on their level of production. 
India has, for sometime, been en
countering difficulties in obtaining 
her essential requirements of che
micals, steel, non-ferrous metals, 
etc., f rom abroad. W i t h restricted 
availability in foreign countries, the 
liberalization of impor t policy may 
not be of much help. 

It may be. mentioned here that 
although India now exports more 
of manufactured goods than in past, 
she continues to export a number 
of commodities of strategic value 
which are on US's stockpiling list. 
The loss that Ind ia is suffering f rom 
a swing back in the " terms of 
t r ade" in favour of pr imary pro
ducers has, to some extent, been 
made good of by the rise in external 
prices of her raw material exports. 

The problem of raw materials 

can be tackled best f rom the. side 
of supply. The present indications 
are that prospects for an adequate 
production in the near future are 
good for a luminium, cotton and 
rubber. American production of 
non-ferrous metals, on the other 
hand, is not likely to improve after 
1951 and the main consuming 
countries w i l l have to depend on 
the African and Asian output. As 
the -producers of cotton and wool 
regard the present high prices as. 
an unsure basis for expansion pro
jects, the best possible, course for 
assuring higher production is gua
rantee for markets through long-
term buying agreements. 

In the final stage, however, the 
shortage of raw materials can only 
be remedied by the economic re
habil i tat ion of the producing coun
tries while its effects can be m i t i 
gated by effective international 
action, But so far the countries 
concerned have not been able to 
evolve a scheme acceptable, to both 
producers and consumers of raw 
materials. A recurrence of the i n 
ternational grabbing of raw mate
rials on the scale witnessed a few 
months ago, in view of its disastrous 
consequences to the Western coun
tries themselves, is not likely to be 
repeated even if there is another 
wor ld war. 

A sudden l outbreak of peace , to 
recall Mr Stern's words, is bound 
to cause a fall in prices of raw 
materials. If the hopes of peace 
in Korea, currently renewed, are 
realized, (prices of gold, rubber and 
t in have already fallen sharply), the 
whole picture w i l l undergo a change 
necessitating consideration afresh. 

A t o m i c Energy Conference 
at O x f o r d 

The largest international confer
ence for the exchange of informa
tion on the beneficial uses of 
atomic energy yet to by held in 
Britain w i l l take place in Oxford 
from July 16 to 21, 

Some 20 countries—including 
Australia, Canada, France and the 
U . S . A . — w i l l , it is expected, be 
represented at the conference, 
which is to discuss isotope tech
niques. A l l of them, wi th the 
exception of the Un i t ed States, 
make regular use of radioactive 
isotopes from " Bepo," the British 
atomic pile at Harwel l . 

The conference w i l l be devoted 
to reports by users of radioactive 
isotopes on the techniques employed 
and results obtained. Industr ia l , 
medical, agricultural and other 
research uses of isotopes w i l l also 
be discussed. 
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