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sion, when the Fire Brigades' U n i o n 
delegate urged the Conference to 
oppose the remilitarization of Ger
many and Japan, the platform de
nounced the delegate for raising the 
question " in isolation "—for '' seg
regating it as a special point ". 
Tha t the Conference should in this 
situation unanimously adopt a reso
lut ion condemning the resumption 
of diplomatic relations wi th Spain, 
was most surprising. 

Whatever may have been said 
and done at Blackpool, a large pro
portion of the people w i l l still re
main unconvineed. When the de
legates go back to face the men and 
women who nominated them, they 
w i l l have to face the invidious task 
of expounding a ease which in the 
words of one trade unionist is 
" unexpoundable ". When they are-
asked by their branches why they 
voted, by implicat ion, so over
whelmingly for power cuts, stagger
ed hours, higher prices and lower 
real wages, the delegates can only 
reply, if they are logical and honest, 
that they endorsed the. policy of re
armament because they agreed wi th 
Mr Gaitskell's ex cathedra state
ment, that it was necessary, or w i t h 
Mr Roberts' contention that i t 
should not be called in question. 

Thus, insofar as the Congress 
gave its unconditional support to 
the Government and its policies, it 
was as well an assurance that the 
big industrial battalions w i l l pro
vide an equal support to the Exe
cutive of the Labour Party when it 
convenes the annual conference, of 
the Labour Party at Scarborough 
in October. The Executive can now 
believe with confidence that the 
mutinous tendencies among dele
gates from the constituency parties 
w i l l be crushed w i t h as great an 
ease. 

A u s t r a l i a Produc ing Linseed 

As a result of the policy of plant
ing linseed in the Australian State 
of Queensland, it is expected that 
in a Jew years Australia wi l l he sell-
supporting regarding supplies of l i n 
seed o i l . There has been a short
age for several years, Australian sup
plies being imported from India 
and the Uni ted States of America. 

Apart from its uses for paints 
and varnishes, by-products of the o i l 
can be incorporated in the manu
facture of linoleum, ink, leather, 
soap and a number of other pro
ducts, i n 1949, 10,000 acres of l i n 
seed were planted in Queensland for 
a leading Australian paint manufac
t u r i n g company. 
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International monetary co-opera
tion is an ideal, for which the 
world is still striving, and it is 
not surprising that the subject 
should call forth a vast amount of 
literature to which the book under 
review is an excellent and valuable 
addition The title of the book, 
however, is deceptive, and readers 
should be warned in advance lest 
they take it for one more of the 
popular treatises prescribing infal l
ible remedy for monetary ills. For 
it is nothing of the sort. The author 
retells the story of international co
operation in the financial held 
during the last three decades. 
Although it is well trodden and 
familiar ground. Dr . Beyen has 
much to say that is new and unfami
liar, for he gives the readers an 
inside glimpse of things as seen by 
an international c ivi l servant of 
wide experience. 

Dr . Beyen has served wi th the 
Bank for International Settlements 
in various capacities, participated 
actively in various committees and 
conferences at Basle, Berlin, London 
and Bret ton Woods etc. and is an 
Executive Director of the interna
tional Monetary Fund and the 
international Bank. He has been 
thus, to quote his own words, 
"pretty near the scene where the 
events took place of which that 
story consists." The book contains, 
therefore, a first hand account of 
events, v iv id and graphic, enlivened 
by records of incidents which per
haps would have never seen the 
light of day. However, his treatise 
is not a comprehensive survey— 
"describes a voyage and does not 
try to draw a map." It embodies 
a record of events as interpreted by 
the author who emphasises his own 
[joints as well as offers opinions. 

The story starts wi th the wor ld 
wide efforts to restore the old inter
national monetary system based on 
gold, after the first wor ld war was 
over and its subsequent collapse 
leading to anarchy and chaos in the 
field of international finance. The 
central theme of the story as told by 
Dr . Beyen is: 

First, ' much of the bungling 
during the 'twenties was due. to a 

wrong diagnosis of the prevailing 
trouble by the authorities that were 
responsible for the cure. The main 
cause of their mistaken diagnosis 
was that they still believed in the 
treatments which were applied in 
the past; they adapted their diag
nosis to the treatment instead of the; 
other way around," and they were 
too reluctant to abandon gold. The 
gold standard collapsed because of 
the establishment of old inappro
priate parities; the attempt to mar
ry two incompatible principles of 
automatism and interference; and 
lastly, " there was no guarantee 
under the system that the monetary 
authorities would not. use their new
ly acquired freedom of management 
in a way that would upset the levels 
of economic activity in. the various 
countries." There was no inter
national authority to take up this 
task, and the co-operation was un
organised and hence ineffective. 

Second, dur ing the period which 
followed the breakdown of gold, 
the. authorities failed to establish 
any international monetary system, 
because they could not w i n an al-
round co-operation. The League 
and the B.I.S, were too weak to 
solicit co-operation, they had their 
limitations. The London Economic 
Conference of 1933 also failed and 
w i th this were abandoned all future 
hopes. Here again the authorities 
could not diagnose the trouble pro
perly. They failed to recognise the 
importance of the new ideas and 
practises which in the field of inter
national finance and monetary ma
nagement had already taken root; 
and further, there had developed 
an additional balance of payments 
phobia, apart from the exigencies 
of avoidance of inflation and of ex
change stability dur ing the 'thirties, 
as a consequence of which they fa i l 
ed to realise that monetary problems 
cannot be divorced from the ' real ' . 
problems of economics. 

After describing the position 
of international finance dur ing 
the II Wor ld War and the gestation 
period of the post-war monetary 
plans, Dr . Beyen proceeds to discuss 
the International Monetary Fund 
and the Bank on the, basis of the 
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analysis presented above. Dr . Beyen 
supports the emergence of these i n 
stitutions, because.: first, they are a 
fully international scheme. W i t h 
the establishment of the Fund is 
created an international monetary 
authori ty to take up the valorization 
function which provides a basis for 
consultation amongst member na
tions, establishes rules of behaviour 
and also possesses certain powers to 
enforce them. The Bank, on the 
other hand, is to provide long-term 
finance subject to certain rules 
though to a l imited extent only, to 
encourage the flow of private invest
ment and finally to provide, techni
cal advice on points connected wi th 
international investment. 

Secondly, in the scheme have been 
embodied the new ideas of Key ne-
sian economics amongst others, e.g. 
domestic policies are no more to In-
subordinated to international sta
bi l i ty of currencies; the exchange 
rates are to be kept flexible; and 
the control over capital movements 
is allowed, etc. 

Further, attention has not been 
concentrated entirely on the mone
tary problems but post-war plans 
also take up the real problems ex
isting behind them in right earnest. 
The approach is realistic. The first 
step in this direction was the lend-
lease, then came the U N R R A to 
look after relief and rehabil i tat ion; 
the th i rd ' R ,' recovery was taken 
up later on, to Dr. Beyen's satisfac
t ion, by the United States, first in 
the shape of a loan to UK (as Ame
ricans thought in the in i t ia l stages 
the payments problem of the sterl
ing- area to be. the basic reason of 
inconvertibil i ty) and was further 
extended into a full European Re
covery Programme. These apart, 
there has been created a whole para
phernalia of international agencies 
to look after the variou economic 
problems faced by the wor ld e.g. 
G A T T and the proposed I T O to 
look after the promotion of wor ld 
trade and employment; and F A O 
etc. The UN Economic Council is 
also taking up some of the serious 
questions, e.g. co-ordination of the 
domestic economic policies of the 
member nations and the develop
ment of backward areas, etc. 

Dr . Beyen, then, comes down to 
the present working of these insti
tutions and the transitional period. 
The framers of the Bretton Woods 
scheme had the problems of the 
transition period in their mind . 
They realised that it would not be 
possible to instal these twin inst i tu
tions on the basis of free convertibi
l i ty and non-discrimination imme-

diately after the war, and hence the 
continuance of exchange control and 
mult iple currency practises etc. was 
allowed upto March , 1952. But, 
so long as the post-war disequilibri
um continues and so long as the 
world is divided into various cur
rency areas hard, soft and medium 
- it may not be possible even after 

1952 to discontinue exchange con
trol and allied devices, and then-
are reasons to believe that restric
tions w i l l continue. 

We agree w i t h the author that it 
does not mean the failure of the 
post-war monetary plans. He argues 
that the authorities are taking the 
realistic approach to the problems 
and the greatest step in this direc
t ion has been the installation of the. 
European Payments Union . Dr. 
Beyen in b u t supports ardently the 
regional approach. popularised by 
the Economist and so ably argued 
out by Dr. Balogh during recent 
years. 
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A year has passed since Dr . Beyen 
sent his book to the press. The Fund, 
in the meantime, has issued its two 
reports on exchange controls, which 
though they fully recognise the sig
nificance of existing disequilibrium 
and examine the various ways to 
set it aright, are perhaps, hoping 
against hope, like Dr. Beyen, that 
the member nations would be able 
to abandon exchange controls by 
1959. The situation in spite of the 
ERP and E P U and some help from 
he Fund as well as the Hank is far 
from being so reassuring. The tran
sitional period looks like lengthen
ing indefinitely because the W o r l d 
Bank and the Fund are perhaps re
peating the mistakes of the past in as 
much as one important factor is not 
receiving its due attention from 
them. 

Dr. Beyen has devoted a very large 
portion of his book to support his 
regional approach to the problems 
of the transition period w i t h parti
cular reference to the sterling area 
and the unification of West Europe
an countries. We do not grudge it . 
It can surely help in the. achieve
ment of multilateralism, though it 
has its own dangers. But we fai l to 
agree wi th his approach to the very 
important and urgent question 
(though he recognises it as " a vital 
problem in ail non-European re
gions) viz. the problems of under
developed areas. After emphasis
ing the limitations of the World 
Bank, he still prefers to leave, these; 
countries at thy mercy of the latter. 
The whole idea of development of 
under-developed areas is almost dis
missed as a " favourite dream of 
those who wish the. world and hu
manity well " while the banker in 
h im finds reassurance from the 
thought that there is "a general ten-
denecy to overestimate the amounts 
which can be absorbed by under
developed areas", etc. This cannot 
carry us very far; perhaps. Dr . 
Beyen has become too ' regional ' in 
his thinking! 

Most of these countries are now 
no more colonial economies; they 
are free to choose their course. They 
are as much keen to raise their levels 
of production and l iving standards 
(of which they are surely capable) 
as the European nations are to live 
beyond their means and consequent
ly to reach and maintain their pre
war levels of production and l iv ing 
standards. Hence so long as these 
regions continue to remain under 
the clutches of inflation and fall ing 
production, their international ac
counts cannot equilibriate and they 
cannot afford to dispense w i t h ex

change control and allied devices. 
In the post-war period production 
has gone up in the other regions but 
the under-developed areas, accord
ing to the Wor ld Economic Report 
of 1949-50 "made, the slowest pro
gress and some of them even ap
peared to have retrogressed." The 
relevant question arises: Why has 
not the recovery of these areas re
ceived wider attention? No special 
agencies have been created for their 
aid. Their importance has, perhaps. 

not yet been realised by the 'folks 
at home.' 

The problem w i l l not only have its 
impact on the transition period; but 
if left unresolved, the Bret ton Woods 
scheme w i l l be permanently reduc
ed to a ' less-than-fully mul t i l a t e ra l ' 
one. That the World Bank and the 
Fund are being forced to take note 
of this ugly fact is suggested by the 
trend of deliberations at the annual 
meeting of their directors at Wash
ington this week. 

Food and Agriculture in Madras 
— A Rejoinder 

K. G. S ivaswamy 

The review of Food and Agriculture 
in Madras State in the issue of 
September 8, 1951 only shows that 
the Madras Government has found 
an economist to support i t . In a 
State where 27 mi l l ion people need 
at least a 12 oz. ration, ration has 
been restricted to about 7 mi l l ion 
at 5 or 6 oz. rice and another 6 oz. 
other grains. Madras can supply 
even in the current year of famine 
a 10 oz. rice. 2 oz. millet , w i th its 
own production and another 2 oz, 
if the Government of India gave 
5 lakhs tons and not more In 
normal years it can supply a 14 oz. 
ration. A l l this, on the supposition 
that on an average 4.0 per cent of 
the gross produce, as was being done 
in certain districts and in certain 
years, is procured. But the legis
lature, the Food Advisory Council 
and the Minis t ry being subject to 
the pressure, of big landlords and 
wholesale traders, whose profiteering 
was affected by controls, the Gov
ernment derationed the rural areas, 
thus bringing distress to consumers 
and starvation in famine areas. 

The. following are the procure
ment prices according to the Bulle
t in on Food Statistics, January 1951, 
Minis t ry of Agriculture, Govern
ment of Ind ia : 

1948-49 1949-50 

It should be noted that, the Madras 
price is at the village site while the 
Punjab price is ex-mill , Rice is the 
main cereal of the majority of peo
ple in Madras State while it is 
' secondary cereal ' in the Punjab. 
Secondly, if the paddy price is i n 
creased by a half to find out the 
price- of rice, it wi l l be Rs. 13-8. 
The Punjab price is Rs. 16 but it 
is ex-mill which includes transport. 
When 1 enquired at Birkpind in 
November 1950, it was Rs.13-1 per 
maund of rice. The comparison 
should be w i th maize and wheat 
prices which are more commonly 
used in the Punjab. 

In India alone it is possible to 
condemn procurement as " sucking 
the surplus grain." There is no 
alternative to maximum internal 
procurement in absolutely deficit 
Stales as Madras. The Congress 
policy and the Government of India 
policy are for controlled distribu
tion of food grains but the Madras 
State is a renegade. So naturally is 
its Economic Adviser. The Hon , 
Food Minister of the Government 
of India who talked of food as his 
responsibility and as being on ' ' w a r -
footing" condemned himself when 
he. permitted, rural derationing in 
Madras. 

As regards food prices, the Re
search officer of the Tami lnad Con-

1950-51 For 


