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W i l l President Ayub oblige the 
Sheikh? He may well do so, that is if 
only the Valley area is involved. After 
a l l , the revanchists in Rawalpindi are 
convinced that an election campaign 
master-minded by Abdullah w i l l lead 
to an 'independent' Kashmir, and that 
this independence can be subverted 
later when India w i l l have lost the ap
petite for another tedious confronta
t ion. Moreover, the most aggressive of 
the Pakistanis know that 'their men', 
Khursheed and Abbas, are pathetic 
figures and unlikely ever to inspire the 
Kashmiris against a hostile Abdullah. 
These are shrewd calculations, no 
doubt, and the mil i tary junta knows 
that it can enforce its decisions. 

Withdrawal Without UN 

If Abdullah wins this kind of 'base' 
in Pakistan, then he wi l l be ready to 
tighten the screws on Delhi, on his old 
comrade, Jawaharlal Nehru. He wi l l be 
immeasurably strengthened, for even 
the pro-Pakistan elements in the Valley 
w i l l have been deflated by Rawalpindi's 
acquiescence in Abdullah's plans. An 
Indian refusal to cooperate at this 
juncture, the Sheikh feels, can only 
make him the undisputed leader of 
the Valley. He, in fact, believes he has 
nothing to lose. 

In other words, a host of considera
tions now condition thinking on Kash
mir and w i l l weigh heavily during the 
Nehru-Ayub meeting. Theories about 
condominiums and such arrangements 
are crude in comparison. Of course, a 
failure to carry convinction on a non-
UN inspired withdrawal and referen
dum in Kashmir could throw us back 
to the 'compromises' which have been 
popularised by the pontificators and 
conciliators whose only purpose seems 
to be to turn this sub-continent into 
an anti-communist bastion. This l imi t 
ed and sorry objective explains the 
mixed but influential patronage arranged 
for these compromises which are 
sought to be foist upon an ageing 
Nehru anxious to settle outstanding 
problems. 

Of considerable interest in this con
nection is the position taken by Sadiq 
and those who think like him in Kash
mir. They refuse to accept the easy 
conclusions of journalists that Abdullah 
is able to march the 'ut i l i tar ian ' or 
'pragmatist' Kashmiris whichever way 
he desires. It is maintained that the 
response to Abdullah's calls is already 
on the decline, that: the two mil l ion 
people of the Valley are realising the 
disastrous implications of the slogans 
being raised by some of their leaders, 
slogans which inevitably w i l l divide the 

Kashmiris and reduce them to mutual
ly-hostile communal pockets. 

Sadiq continues to emphasise the 
need politically to confront those who 
would break Kashmir's ties wi th India. 
Step by step, the shattered organisa
t ion of the National Conference is be
ing rebuilt. This vi ta l work, however, 
is obstructed and hamstrung by the 
extraordinary opportunism of Bakshi 
Ghulam Mohammed who seems to 
wish for chaos merely to survive. And , 
to th ink of i t , his brother, a partner in 
this intrigue against Sadiq, has been 
elected to high position in the organi-

THE A p r i l trade figures have act-
ed as a cold douche to dampen 

the temporary sunshine in which the 
Tories were basking as a result of 
their recent by-election victories. This 
is the second time this year when the 
trade figures have given the lie to the 
rosy picture of Britain's economy 
painted by the Conservatives. The 
January trade figures, revealing a gap 
of £120 mil l ion, came almost imme
diately after Sir Alec Douglas Home 
had told television viewers that the 
economy "has seldom been stronger". 
The A p r i l figures, revealing a gap of 
£107 mi l l ion , come shortly after 
Maudling's statement that the econo
my was reacting favourably to his 
Budget measures, and seem to bear 
out the gloomy prognostications made 
by the National Institute of Economic 
and Social Research to which referen
ce was made in these columns last 
week. 

While it was easy to dismiss the 
January figures as a mere statistical 
freak, it is taxing the bounds of cre
dibi l i ty to suggest that the Apr i l f i 
gures are a similar freak. It is a 
l i t t le difficult to believe that coinci
dences of this nature can occur wi th in 
a period of only four months. What 
appears to be more likely is that the 
trend of UK exports is less favourable 
than most official and unofficial com
mentators have been assuming. 

The facts of the situation are as 
follows. In A p r i l , seasonally adjusted 
imports valued at £457 mil l ion showed 
l i t t le change over the previous month, 
but exports fell by £36 mi l l ion to 
£337 mil l ion. Taking into account re
exports valued at £13 mil l ion, there 
was a trade gap of £107 mil l ion and a 

sation of the Congress Party! 

This is only a t iny fragment of the 
story behind the Abdullah headlines. 
Preparations w i l l soon begin for the 
Nehru-Ayub meeting, which we hope 
wi l l range over all the issues involved 
in Indo-Pak relations, but it is more 
than clear that unt i l we undertake a 
series of very much overdue adminis
trative, political and economic init ia
tives in the Valley we w i l l remain help
less elements in the drama now unfold
ing. A strange apathy grips us. We 
seem exhausted. When w i l l we stir? 
And who wi l l do the stirring? 

balance of payments gap of £55 m i l 
lion — treble that registered in March. 
A gap of this nature, combined wi th 
the persistent high level of imports 
and the disappointing export figures, 
is certainly no cause for rejoicing. 

The general feeling is that imports, 
which are rising as the inevitable ac
companiment of rising production and 
stock-building, wi l l soon taper off, but 
exports wi l l certainly have to rise ra
pidly if Britain is to make up for the 
worsening in her capital position. It 
appears that both exports and imports 
are growing rather more slowly than 
in the last six months of 1963. Imports 
for the first four months of 1964 were 
13 per cent above the 1963 average, 
while exports have only grown by 3 
per cent. 

In an attempt to mitigate the dis
appointment over the export perform
ance in A p r i l , it could be argued that 
the A p r i l figures might have been the 
result of s h a r p month-to-month 
fluctuations in the shipment of large 
items of capital equipment, notably 
ships and aircraft. But this could 
hardly explain a fall as great as £36 
mi l l ion . Taking the figures available 
for deliveries of ships and planes for 
1964, these have averaged about £23 
mi l l ion a quarter; therefore, excluding 
the export of al l such items in A p r i l , 
the difference could not amount to 
more than £8 mi l l ion . It must also 
be noted that exports of motor vehi
cles and machinery ceased to rise in 
the first quarter of 1964, and exports 
of fuel were lower. 

Taking a closer look at Britain's 
export performance it can be seen 
that some sectors have provided a 
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good record — man-made fibres, 
scientific instruments and even ma
chine tools, but the sectors which 
have been disappointing are engineer
ing, which in one way or another 
usually accounts for nearly one-third 
of all the UK's trade overseas. To 
take concrete examples, the mechani
cal handlers and boiler makers who 
reported to the National Institute's 
Industrial Enquiry in November that 
they expected their export deliveries 
to rise by more than 10 per cent in 
1964 have, in fact, shown drops of 5 
per cent and 6 per cent respectively 
over the first three months. Other 
exporters who were equally enthusias
tic, tractor firms and electrical ma
chinery manufacturers, have also fallen 
below their figure for the first part 
of 1963. 

The Association of British Cham
bers of Commerce reported in A p r i l 
that the merchants it had questioned 
were rather less opumistic about ex
port prospects, particularly in engin
eering, than they had been four 
months before. What is perhaps a 
l i t t le ironic is that the one item in 
which British exports have been doing 
remarkably well has led to bitter 
criticism in this country—the export 
of British cattle and beef to Europe! 

Weak Performance in Common 
Market 

What is equally serious is that while 
exports are declining there is a ten
dency for manufactured imports to 
rise very much faster than British ex
ports of manufactured goods. This 
refers particularly to such items as 
domestic appliances and machinery. 
Imports of washing machines and 
light electrical equipment from Ame
rica and Europe into the UK have 
increased by 26 per cent and imports 
of capital machinery have increased 
by 30 per cent. Thus, not all imports 
coming into Britain can be described 
as the inevitable concomitant of stock-
building. The National Institute, for 
example, expects stock-building to 
continue over the months ahead, but 
at a more steady pace after the sharp 
upswing in the last quarter of 1963; 
i t estimates that stock-building w i l l 
probably account for only a third of 
the prospective increase in imports in 
1964. 

The Stock Exchange found the ex
port figures particularly disconcerting 
and fears have now been aroused that 
the increase in production, on which 
the bull market is based, is largely 
going into internal consumption at 

the expense of exports. If the situa
t ion continues, and the Government 
is forced to impose brakes later on to 
check internal consumption, produc 
t ion and profits would suffer in the 
process. 

One of the reasons why British ex
ports have not been growing as fast 
as was expected is the weaker perfor
mance in Common Market countries. 
Here lack of progress is mainly due, 
not to price differences, but to the 
fact that the Six are showing an i n 
creasing tendency to trade among 
themselves at the expense of th i rd 
countries and arc imposing tariff bar-
riers which are beginning to bite. This 
t rend w i l l certainly be accentuated by 
the recent move of the German au
thorities to halve duties on industrial 
goods imported from the Common 
Market. France and Italy have also 
recently introduced restrictions. It is 
not out of place to note in this con
text that Britain is not the only Euro
pean country faced wi th a serious 
trade gap. The deficit in the Common 
Market's balance of trade is also 
widening. British exports to the 
Nor th American market have also 
been disappointing. 

What conclusions can be drawn 
from these trade statistics about the 
future outlook for Britain's balance 
of payments? The A p r i l balance of 
payments deficit (as opposed to the 
deficit on visible trade) amounted to 
£55 mi l l ion . Adding this to the small
er one of £17 mil l ion for March and 
£15 mill ion for February, it works 
out an annual deficit of around £350 
mi l l ion . If net invisible earnings are 
maintained at the recent annual rate 
of £150 mi l l ion , there w i l l be a cur
rent account deficit for 1964 of about 
£200 mi l l ion . Economists differ in 
their estimates, and Professor Robin
son said in the London and Cambridge 
Bulletin that if imports in the last 

quarter of 1964 are no more than 7 
per cent higher than a year earlier, 
w i th stock-building starting to decline 
and exports expanding at 6 per cent 
a year, the position w i l l not be too 
bad. The estimate made by the Na
tional Institute, which is fairly opti
mistic about export prospects, s t i l l 
expects the overall balance to be in 
deficit to the tune of approximately 
£300 mil l ion a year during the eight
een months ending in mid-1965. The 
National Institute thinks a 7 or 8 per 
cent increase in exports "a reasonable 
possibility" this year. But next year 
is more problematical especially w i th 
the "Kennedy Round" tariff cuts 
pushed further into the future. 

Pressure on Sterling 

The A p r i l figures serve as a grim 
reminder that the payments deficit 
may turn out to be more serious and 
that pressure on sterling may develop. 
The outflow of capital abroad is l ike
ly to be larger in 1964 and higher mi
li tary expenditure abroad including 
the heavy cost of overseas mili tary 
operations are likely to add to strains 
on the balance of payments. 

It is unlikely that the Sterling Area's 
gold reserves w i l l gain as much as 
they did in 1963 from the surplus 
earnings of other Sterling Area coun
tries. The position could be further 
complicated by speculative movements 
of short-term funds which could well 
take place in an Election year. It is 
true that recent international banking 
agreements can put a check on the 
adverse effects of the movement of 
short-term funds and Britain can, of 
course, always draw upon the inter
national credits available to her 
through the International Monetary 
Fund, and the Chancellor of the Ex
chequer has made it quite plain that 
he would not hesitate to make those 
drawings, but there is certainly no 
room for complacency. 
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