
Reactions to Higher Bank Rate 
A L M O S T every intelligent observer 

of the economic situation has 
seriously questioned the wisdom of 
the Government's action to increase 
the Bank rate to 7 per dent. In a 
letter to the Times, Mr Nicholas 
Kaldor viewed the Bank rate i n 
crease as designed to br ing about 
a measure of unemployment and 
"no doubt given a sufficiently large 
volume of unemployment, the work
ing classes of Br i ta in could be forced 
to accept a lower standard of l iv 
ing". "But", says Kaldor "they wi l l 
do so at a tremendous cost in social 
strife and discontent—an unneces
sary cost which the Government 
could avoid if they followed a policy 
of expansion rather than contrac
t ion". Earlier Sir Donald Macdougal 
claimed again in the columns of the 
Times that a policy of high interest 
rates at a time when contractionist 
tendencies were visible in the United 
States and when the non-dollar 
countries were losing gold was sui
cidal for Br i ta in . It would lead to 
further falls in commodity prices 
and sharply reduce the incomes of 
the overseas sterling area and since 
this can force the overseas sterling 
area to cut down on their imports, 
unemployment on a fa i r ly large 
scale in Br i ta in is l ikely to ensue. 
It would however appear that the 
Conservative Government has used 
the foreign exchange crisis to make 
a desperate attack on wage levels in 
the country and" as Mr Thorneycroft, 
the Chancellor of the Exchequer, has 
said, "the dear money policy will be 
carried out whatever other painful 
consequences may follow". 

The "plot" as one newspaper call
ed it to create unemployment was 
well described by the Economist. It 
claims that the "main problem" be-
ing the persistent wage claim, it 
can no longer be tackled by exhorta
t ion to the unions. The other way 
to solve the problem is to make 
money so scarce that it becomes 
difficult for employers to grant wage 
increases and to make unemploy
ment less rare so it becomes more 
difficult for trade unions to demand 
them. This more sophisticated ex
planation for the dear money policy 
stands somewhat in strict contrast 
to the strivings of the popular news-
Bheets of the Conservative Par ty 
and of big business, The public are 

being bombarded wi th variants of 
the slogan "the £ in danger", dished 
up f rom every conceivable angle. 
The m y t h is being assidiously foster
ed that because the £ is in danger, 
patriotism demands of the Bri t ish 
people unity against this menace 
and tha t wage Increases should not 
be asked for while the country is 
in trouble, 

Interest Payments 
W i t h the Bank rate now 7 per 

cent, the whole pattern of interest 
rates is now taking shape. The new 
rates at which the local councils or 
municipalities w i l l be able to 
borrow from the Government's 
Public Works Loan Board has been 
Increased to an average of 6¾ per 
cent. The Treasury, In announcing 
the new rates, stresses that these 
changes are designed to keep the 
P W L B's lending rates In line 
wi th the rates at which local autho
rities could borrow in the capital 
market. 

The discount market has been 
able to push up its tender rate for 
Treasury bills to the high level of 
£ 6 12s thereby presenting the pro
spect of even heavier Government 
outlays in interest payments on the 
national debt. It is estimated that 
these increases may well be in the 
region of £ 250 mill ion. More crucial 
to the foreign exchange situation is 
the Increase in Interest payments to 
non-British residents who maintain 
their sterling balances in short-term 
Interest-bearing investments. This 
Increase is estimated to amount to 
£ 60 million. 

Investment Abroad 
The impact of the new pattern of 

Interest rates on Britain's role as 
an international Investor is likely 
to be serious. It Is difficult to visu
alise the capacity of recipients of 
Bri t ish capital to pay service 
charges on new Investment funds of 
the order following the Bank rate 
increase. Equally significant is the 
incentive created for private Brit ish 
capital to remain in the UK where 
interest rates are high. And this 
must be al l the more unfortunate 
since the new independent states of 
Ghana and Malaya are seeking a 
larger inflow of private capital. 
Now, as the current issue of the 
Treasury Bulletin for Industry 

stresses, these territories wi l l look 
for private funds outside the sterl
ing area; Germany, I t a ly and Japan 
have already shown their interest 
in technical and training missions. 
The Bulletin declares that "trade 
follows capital". I f Bri t ish f i rms 
Invest more in these parts of the 
Commonwealth, Bri t ish exports 
should also expand. Equally, if 
capital is to be brought from out
side the sterling area, the competi
tive position of sterling firms is 
l ikely to be weakened. 

In 1955 investments of this type 
by Bri t ish firms amounted to some 
£ 42 million. About £ 25 million 
came from the firms' own resources 
including overseas profits; £ 17 mi l 
lion was raised from public Issues 
on the London stock market. The 
amount for 1956 is not known but 
the amount borrowed on the market 
is £ 10 million higher than in the 
previous year. For 1957 the pro
spect is made particularly bleak. 
Wi th the high earning power of 
money within the United Kingdom 
and the patent inability of the over
seas Commonwealth countries to 
compete wi th Bri ta in on matters of 
interest rates, a sharp reduction in 
Britains International investment 
activities is now likely. 

Labour Party Today 
The report of the National Ex

ecutive Committee of the Labour 
Party issued in preparation for the 
56th Annual Conference at Br ighton . 
records a total membership of over 
6½ mill ion at the end of 1956, about 
50,000 more than at the end of 1955. 

The Labour Par ty has grown con
siderably since it was born In 1900. 
Then, almost the total membership 
of under 376,000 had come from the 
trade unions. Then, too, there were 
no more than seven constituency 
parties. Today the Labour Party 
branches or constituency parties 
number 667, having a membership 
of about 900,000. The trade unions 
still represent the main power in 
the Labour Party. 

At the end of 1956 the 88 trade 
unions providing the political levy 
on their members gave the Labour 
Par ty a membership from pure trade 
union affiliation of over 5½ million. 
Indeed, the impact of the trade 
union membership on the Labour 
Party is shown by the finances of 
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