
A Y E A R ago Br i ta in was losing 
go ld and dollars. H e r t rade 

and payments balance was in deficit. 
Her economy was inf lat ion-ridden. 
Today Britain's gold and dollar 
reserves ate rising. Her balance of 
payments is in surplus. Inf lat ion lias 
been checked. Fiscal and monetary 
measures adopted last year had their 
effects. Import cuts and reduced sub
sidies curbed consumption. Dearer 
money accentuated the drop in de
mand. Britain's economy has im
proved. But it. is apparent that the 
improvement is due to monetary 
measures and not to Mr Butler's bud
get policy. It is necessary to make 
this dist inction for a proper appre
ciation of ins budget proposals for 
the current financial year, 

W h e n Mr Butler presented his 
first budget last year neither he, 
nor any economist, could anticipate 
the snbseqnent economic improve
ment. It was mainly a reflection of 
the improvement in Britain's terms 
of trade. Mr Butler is a Chancellor 
who is lucky to have benefited from 
the belated effects of the end of 
Korean war boom, Bri tain, a mam 
importer of food and industrial raw 
materials, had to foot a deflated im
port bi l l as agricultural prices (ell. 
At the same t ime, as an exporter of 
manufactured goods, Britain gamed 
from the relatively high for ices for 
her exports. This, and the slower 
pace of defence expenditure, helped 
her to fight inf lat ion, and to bridge 
the trade and payments ' gap ' But 
neither of these objectives was attain 
ed without some decline in invest 
merit in stocks, and by industry. 

There is statistical evidence of cur
tailed industrial investments. Al 
thogh the volume of stocks in 
the Uni ted Kingdom did not suffer 
am material change in the past 
year, there was " a considerable re
duction of stocks abroad, and m 
transit ". There was also a substan
tial decrease in personal consump 
t ion. None of these undeniable 
developments was due to the last 
year's budget. There is, on the 
contrary, basis for the assumption 
that all these undesirable features 
would have been accentuated but 
for the actual budget deficit, taking 
both revenue and capital accounts 
together. A four per cent bank rate 
had a depressing effect on demand 
and investment. Both would have 
declined further had the policy of 
budget surpluses been cont inued. 

Mr Butler did not present a defi 
cit budget last year. It turned out 
to be a deficit budget because the 
estimated expenditure, on revenue 

and capital accounts taken together, 
was incurred, although dis-inilation-
ary, monetary and financial measures 
caused a heavy shortfall in actual 
revenues. W h a t happened to last 
year's budget, but was not planned 
or foreseen, has now been incorpo
rated into the current budget as an 
avowed a im. It reflects a departure 
f rom Britain's post-war budget policy. 
T i l l last year most of Britain's sav
ings since the war have been forcibly 
created through budget surpluses. 
Inf lat ion and high taxation have 
made progressive encroachments on 
personal and business savings. Mr 
Butler is now trying to renew the 
process of savings. Personal and 
business savings are to he encouraged 
at the cost of budget surplus. It is 
necessary to assess the significance of 
this changed monetary technique to 
appreciate his budget proposals. 

Mr Butler's economic and mone-
tary policy has merits as well as 
drawbacks. It has augmented per
sonal and business savings, but both 
personal and industrial spending have 
declined. Disinflationary monetary 
measures have succeeded, but their 
success has created fresh complica
tions. ' Now that total demand is 
not excess ive, the economic Survey 
wants. ' economic activity has be
come much more directly dependent 
on the assessment made by business 
people of economic prospects. lor 
changes in business expectations can 
have far reaching effects on stocks. 
and through stocks on production ". 
Mr Butler's budget proposals are 
primary aimed at reviving demand 
so that future production is not 
threatened. 

Had this been his- only problem. 
Ins budget proposals would have been 
w idely welcomed. But he faced an
other equally urgent problem. We 
must plan abroad to improve our 
compet i t ive posit ion in exports." 
" W e must," M r Butler emphasises. 
" modernise factories and develop 
new products and techniques To 
achieve this aim he proposes to abo 
fish the excess profits lew from Janu
ary 1, 1954. He has also partially 
restored the init ial depiceiation allow 
ances for new plant, machine and 
buildings, lust introduced on a lavish 
scale by the late Sri Stallovd C r i p s . 
These proposals, along wi th the 
reduction in the standard rate for 
income-tax. are likely to activate 
industrial savings and investment. 

He has made other proposals to 
stimulate consumption. the exemp
tion l imit for income-tax has been 
raised. There has been a general cut 
of twenty-five per cent in purchase 
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t a x e s ; A l l t h e s e r e l i f e s i n direct and 
indirect taxation are being offered 
wi thout any reduction in subsidies. 
Mr Butler hopes that as prices fall 
while the spendable margin of in
comes widens due to lower taxation, 
demand wi l l improve; that, as de
mand goes up, production wi l l be 
stimulated, His polit ical opponents 
wil l not deny the validity of some 
of his assumptions, but wi l l suggest 
that his vote-catching budget may 
not solve the basic British problem 
of maintaining exports. His propo
sals may. on the contrary, encourage 
a diversion of resources away from 
exporting industries to industries 
catering tor home consumption. 

Mr Butler's political opponents 
wil l no doubt interpret the budget 
as an indication thai even a Tory' 
Chancellor dreads unemployment 
beyond a certain level as a formidable 
threat to his government. It is evi
dent that Mr Butler has taken calcu
lated risks. He hopes that, despite 
increased internal demand, exporting 
industries wi l l not suffer. But he 
has no planned policy to ensure a 
pattern of production that the coun
try vitally needs. Even last year Mr 
Butler gave the impression that he 
was more apprehensive of depression 
rather than of continued inf lat ion. 
His budget for 1953-54 con firms his 
expectations of a possible world eco
nomic recession, But it also reveals 
his implied assumption that even if 
an economic setback in America 
hastens a world economic recession, 
the ten us of trade may continue to 
be in favour of Br i ta in. This seems 
to explain why the relief in taxation 
has not been accompanied by reduc
ed subsidies. He is bold in the deli
berate risks he lias taken. But only 
a bolder man would deny that the 
basic assumption behind his policy 
of calculated risks is, to say the least, 
highly debatable. 

C h i t t a r a n j a n L o c o m o t i v e 

W o r k s 

The cost of manufacturing a loco 
motive is lugher at this init ial stage 
than it wil l be after a certain level 
of production is readied and a 
steady flow of raw materials and 
accessories maintained. Keen so and 
eve a allowing for the capital outlay 
and recurring costs of a township 
Willi its amenities and its standards, 
present cost of production here is 
less than 50per cent above that of 
imported locomotives. It is planned 
that this wi l l be progressively reduced 
and when production is ful ly under 
way, Chittaranjan bui l t locomotives 
wi l l cost less than imported ones. 
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