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One Dollar Problem or Many? 

THE distinguished Belgian econ
omist, Professor Dupriez dis

cusses inter alia the " most impos
sible, unstable, and politically dan
gerous situation such as would exist 
if a European Union were based on 
the dollar gap " in an article on 
European Economic Union in the 
latest issue of the Three Banks 
Review. He contends that the 
dollar gap, however serious it has 
been and still is for most European 
countries, is a post-war problem 
only; in a different set of conditions 
it w i l l vanish much more easily 
than can be believed at present by 
those engaged in the daily struggle 
to meet i t . He suggests that this 
view wi l l astonish most British 
readers " conscious of the restric
tions which the dollar gap entails 
for their country ." Perhaps it wi l l 
astonish fewer of them now than 
12 months or even six months ago. 

Professor Dupriez argues that in 
monetary matters, European union 
should include most if not all those 
extra-European regions that history 
has bound to Europe by formal or 
informal financial ties. In fact, the 
sterling area, which would be em
braced in such a definition of 
" Europe " is currently earning a 
considerable dollar surplus. 

That the dollar gap is not in any 
real sense a single European prob
lem at all—this is Professor Dup
riez's main thesis however. " I t 
could only be so if there were a 
multilateralized European system of 
payments wi th links sufficient to 
bring about almost parallel mone
tary policies and a high degree of 
price equalization; a further condi
tion would be that such a system, 
liberal wi th in , should have restrict
ed relations wi th the outside w o r l d . " 
In spite of E P U , these conditions 
do not exist. There are thus, he 
contends, as many dollar problems 
as there are Western Union Coun
tries—minus one, for he makes an 
exception for Belgium and Luxem
bourg which are one monetary 
unit. 

At one end of the scale there are 
very serious shortages of dollars 
accompanied by a more or less 
general shortage of all foreign cur
rencies; at the other end of the 
scale, dollar shortages are no more 
than the troubles involved in b i 
lateralism itself and disappear as 
soon as triangular exchange opera

tions are possible. 
Because . the dollar gaps are 

national and highly varied in nature 
and intensity, Professor Dupriez 
thinks it would be false to t ry to 
build up monetary union by treat
ing Europe's dollar problem as a 
whole, even though in OEEC dis
cussions European problems are 
ireated as aggregates. In any case, 
since neither history nor the struc
tural needs of America and Europe 
supports the view, he suggests that 
future European-American economic 
relations entail a balancing of cur
rent yearly accounts at all costs, 
or that this would be correct or 
expedient as a matter of policy. 

" The real need is to establish a 
status of international capital move
ments and economic conditions 
generally that would lead to fair 
currents of trade and would not 
involve yearly diplomatic plan
ning . . . the present forms of inter
national lending and giving are 
strictly post-war processes." 
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the important recommendations of 
the Board. ' ' Though he hastens to 
add that the Board " has often 
succeeded in persuading Govern
ment and the industry to imple
ment its recommendations," the 
complaint is too serious to be 
ignored. If Dr . Dey had men
tioned some specific instances of 
non-compliance on the part of the 
industry or Government, it would 
have arrested public attention more 
effectively. 

As regards future policy, Dr. 
Dey assumes that the plan of econ
omic development that wi l l be 
evolved by the Planning Commis
sion " wil l provide for a compa
ratively small sector of State under
takings and a very large residual 
sector of private enterprise, and 
lay down at different successive 
stages the order of priorities in res
pect of both the sectors." After 
discussing some of the l imit ing 
factors of such development, Dr. 
Dey concludes that " the scope of 
protection should include both the 
public and private sectors "; and 
the primary function of the Tariff 
Board should be " t o ascertain 
whether the industry requires pro
tection and, if so, what should be 
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the extent, form and period of such 
protection." The order and tempo 
of development, however, wil l 
naturally be left to the Planning 
Commission to decide. 
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C E Y L O N ' S Q U O T A T O 

M I N C I N G L A N E 

T HE recommendation of the spe
cial Tea Advisory Committee 

of Ceylon to step up the island's 
tea quota to Mincing Lane from 
100 mill ion lbs. to 130 million lbs. 
has behind it the desire of Ceylon 
to preserve the goodwill of the 
United Kingdom. Now that free 
market operates in tea, Ceylon is 

fearing increasing competition from 
foreign tea-producing countries. 
Ceylon is already losing a large 
amount of revenue because of the 
re-export of tea after it is blended 
in the U K . In the revision of the 
UK-Ceylon Tea Agreement, re
export wi l l be sought to be reduced 
or stopped altogether. In fact ac
cording to reports, some countries 
like Denmark, New Zealand and 
Australia have shown readiness to 
enter into direct contacts with local 
tea suppliers in Ceylon. In the 
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UK itself there is a greater demand 
for tea wi th higher domestic ration 
and dwindling stocks of tea. Dur
ing the first half of 1950, tea con
sumption in the UK. amounted to 
222.7 mil l ion lbs. as compared w i th 
205.1 mill ion lbs. for the same 
period last year. But Bri tain 's net 
tea imports were substantially below 
those for the comparable period of 
1949. Imports for the first seven 
months aggregated 176.1 mil l ion 
lbs., being 57 million lbs. below 
the same period last year. 


