
From the London End 

Economic Policy Debate 

TH E R E must have been some 
object behind the Government 

making the speech from the throne 
as vague as it was. Only very 
broad indications of the Govern
ment's programme for the coining 
session were given and matters were 
left at that. The purpose no doubt 
was to leave the Chancellor of the 
Exchequer, Mr Butler, a compara
tively free hand for the coming 
year in work ing out an economic 
policy which would reflect the 
Government's views. Therefore the 
real question for the country is 
not the legislation which Parlia
ment w i l l be asked to pass, but 
rather the Administrat ive action 
which the Cabinet, and in part the 
Chancellor of the Exchequer, w i l l 
take in the next six months. 

The speech from the throne 
referred to the need for the Gov
ernment continuing its measures 
for curbing inflation. This was the 
question which the Opposition had 
asked and to which no effective, 
reply was given. Industr ia l pro
duction by June of this year had 
fallen by some 7 per cent com
pared to the same period of 1951, 
while the volume of exports had 
declined by about 16 per cent and 
in spite of the modest recovery in 
the textile industries, unemploy
ment continues at a relatively high 
level. Not merely has the down
ward tu rn in the wor ld prices of 
many raw materials been reflected 
in the halt of the upward move
ment in the Brit ish prices, but 
common experience suggests that 
there is l i t t le or no evidence in 
Bri ta in today of surplus purchasing 
power chasing scarce goods. In 
fact industrialists have generally 
interpreted the rise in the Bank 
rate as a warning to go slow both 
in production and investment, and 
as a consequence, unemployment 
is well over the 600,000 mark. 
Where then is the inflation? 

There can be l i t t le doubt that 
the prevailing climate of opinion 
in the city of London demands a 
further disinflationary effort for 
purposes which fa l l outside the 
purview of the domestic economy 
and which relate most certainly to 
efforts at freeing the £. It is diff i 
cul t to say whether Mr Butler 
shares this view, and in the eco
nomic debate Mr Gaitskell for the 
Opposit ion d id not attribute i t to 
h i m . 

In his exposition of the Brit ish 

economy, Mr Butler in the econo
mic debate had largely confined 
himself to generalities, but it was 
clear that he was going on the 
assumption that the danger of 
inflation lay in the possibility of 
excessive imports. So long as Br i 
tain's balance of payments remain
ed precarious, internal purchasing 
power must be l imited. This is no 
doubt true, but what raises doubts 
is the projection by the Chancellor 
f rom this situation of the idea, 
however he may have disguised i t , 
that it remains the policy of the 
Government to make sterling con
vertible in the nearest future. Mr 
Butler d id nothing to dispel the 
impression that under the pressure 
from the Uni ted States and Canada, 
Bri tain w i l l be entering the Com
monwealth Conference wi th an 
already decided policy of paving 
the way for the convertibility of 
the sterling pound. It is only in 
this context that the call for a 
curb on inflation makes sense. The 
Canadians have been urging that 
major changes should be made in 
the domestic British economy and 
that these should be discussed at 
the Conference of Prime Ministers 
at the end of this month. The 
Chancellor no doubt shares the 
views of the Opposition that every-
th ing should be done to raise the 
level of production and to expand 
exports, and as such the present 
level of employment should be 
maintained, if not stepped up. 
But possibly in order to convince 
the Americans that the British eco
nomy is sliding into line wi th the 
current view-point expressed by 
American economists, and that 
determined effort is being made to 
" curb i n f l a t i o n " so that the US 
w i l l be prepared to consider mak
ing another dollar loan, this policy 
is being pursued. 

Mr Gaitskell informed the Com

mons dur ing the debate that it 
had come to his notice that the 
Government had decided on the 
immediate convertibili ty of sterling 
in July but that the decision had 
been wi thheld at the intervention 
of Lo rd Cher well , the Co-ordinat
ing Minister. This astounding 
piece of news, which was not 
denied by the Chancellor in his 
reply to the debate, w i l l give an 
indication of the course of discus
sions at the Commonwealth Eco
nomic Conference. The M u t u a l 
Security Agency report, hitherto a 
secret, which has been made public 
in the hurly-burly of the American 
Elections contains the scheme for 
setting up an Atlantic Reserve 
Fund, i.e., for the transformation 
of the European Payments Un ion 
into an Atlant ic Payments Un ion , 
which is being considered by high 
officials in the Uni ted States, as the 
necessary framework for giving 
shape to the slogan, " trade not 
a id ." In fact there is talk that the 
Canadians, w i t h an eye to a hos
tile US Congress, are in fact pre
pared to suggest that this fund be 
managed by the International 
Monetary Fund which holds a 
dollar and gold reserve in the order 
of $3,000 mi l l ion . 

If it is the intention of the Bri
tish Government to accept these 
plans as the basis on which sterling 
can become convertible, then it 
could be understood why the City 
of London and its pressure group 
wi th in the Cabinet are prepared to 
foster cuts in Government expendi
ture, restrictions on credit and cuts 
in domestic investment. They are 
prepared to pursue, a policy of 
deflation just to achieve " sterling's 
r e -b i r t h " . The New Statesman 
and Nation reflecting the view
point of the Opposition attacked 
this policy as a menace; to the Br i 
tish Welfare State. It warned that 
any stabilisation fund which is 
being contemplated, if accepted, 
would rapidly go the 
1946 Dollar loan. 
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