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Dollar Deficit Again 

BR I T A I N has cried wolf so often in the past that neither another 
Commonwealth Ministers' Conference not even a full-dress debate 

which Mr Winston Church i l l has announced to discuss the "grave 
economic situation " that Bri ta in is facing today w i l l cause much excite
ment. The dollar gap remains; it has come to be accepted and ceased 
to cause serious concern any longer. That does not mean that people 
in Bri tain do not feel the pinch or that sterling area countries have 
ceased to suffer from self-imposed restrictions, though all of them may 
not be equally conscientious or enthusiastic in observing these restric
tions in spirit. The formal termination of Marshal l A i d this month 
could be an occasion both for concern and much heart-searching, had 
it not been that both have been played up, over and over again, for 
many years now. 

The results have been purely negative. The reconstruction and 
development effected wi th Marshall A i d and the strenuous drive for 
exports to the dollar area have helped to keep the dollar gap narrower 
than it would have been; but that is al l , That is poor consolation if 
one looks at the magnitude of the deficit in the case of sterling area, 
for example, on which fresh light has been thrown by Britain's Chan
cellor of the Exchequer which shows how deceptive was the reduction 
in the wi thdrawal from Britain's gold and dollar reserves in the past 
few months. The drain to the EPU countries has not abated and 
jubilat ion at the reduction in the withdrawals from gold reserves in the 
second quarter of the year now appears to be premature, for it was 
in this quartet that American military aid to Britain started f lowing in 
a big way. True enough, the net dollar deficit has also been brought 
down, both in the first and second quarter of the year; it is 
now considerably lower—only a quarter in fact of what it was 
in the fourth quarter of 1951, when it reached an all time high. 
But the cost at which this reduction in deficit has been effected is 
an unpleasant reminder that the basic disequilibrium not only persists 
but has become a good deal worse. The degree of its deterioration 
can be fairly measured by the size of the cut that had to be imposed 
on Britain's dollar imports. 

For a change from the current distressing situation, from monthly 
and quarterly figures of trade and the ever falling dollar reserves, one 
may tu rn one's gaze to more distant horizons. The possibility has often 
been hinted of a further devaluation of sterling or even of the sterling 
being left free to find its own level. A variation on this theme, inge
nuously worked up in quarters which unfortunately command l i t t l e res
pect, was the feeler that U S A and Canada, between them, might put 
up a b ig loan for Br i ta in the banker of the sterling area, not for rehabi
l i ta t ion of the British economy but for stabilizing the sterling system 
'This would make sense in so far as suspected insolvency of the banket 
might threaten w i t h drawals by the depositors and of such veiled threats 
there have been plenty of late, though none of Britain's creditors have 


