
Britain faces Deficit Again 

BR I T A I N ' S foreign exchange 
forecasts have been completely 

upset, The estimates on which the 
Economic Survey was based have 
gone awry, and another balance of 
payments crisis has appeared on the 
horizon, The. confusion over the 
sterling area finances, and specially 
those of the Un i t ed K i n g d o m , illus
trate the pitfalls of foreign exchange 
budgeting in a fast changing wor ld . 
The situation is not only confusing; 
it has undergone kaleidoscopic 
changes, which are by no means 
over yet. The wor ld boom in com
modity markets wh ich followed the 
Korean outbreak, was a boon for 
the sterling area, though not so 
much for Bri tain. T h e raw mate
r ia l exporters gained increasing 
quantities of dollars, and the cen
tral reserves of the sterling area be
nefitted from it greatly. True , the 
sterling balances, and along w i t h i t , 
Britain's short term indebtedness 
also went up, but not so much be
cause the Uni ted K i n g d o m herself 
was running deficits w i t h the rest 
of the Commonwealth, as because 
the European countries met their 
deficits w i t h the sterling area f rom 
their previously accumulated sterl
ing. 

What added to Britain's difficul
ties was that, among other things, 
at a t ime when impor t prices were 
going up, the volume of imports 
could not be reduced. F rom M a r c h 
onwards, when the rising trend in 
commodity prices was checked, and 
a some cases reversed, a new pro
l a n seems to have raised itself for 
retain. W i t h the downward trend 

in wor ld raw materials, dollar earn
ings of the Commonwealth have 
been sharply fal l ing, but U K ' s de
ficit on merchandise account shows 
no improvement, and her deficit 
w i t h the E P U countries continues. 
T h e improvement registered last 
year when the deficit was brought 
down from £430 mi l l i on to £347 
m i l l i o n has not been maintained, 
and from the closing months of the 
year, and more part icularly in the 
first five months of the current 
year, Britain's monthly deficit has 
sharply increased f rom an average 
of £29 mi l l i on last year to 75, 65, 
95, 70 and 97 in the first five months 
of this year. These figures have na
tural ly aroused misgivings, and made 
the opponents of the Labour Gov
ernment extremely cri t ical of the 
achievements of Brit ish exports. 

This does not, however, appear 
to be a fair assessment of the situa

t ion. Tak ing first the values of ex
ports and imports,, it w i l l be noticed 
that the monthly average of exports 
in the first quarter of this year was 
£205 m i l l i o n ; in the next two 
months this had risen by over 17 
per cent. In the. case of imports 
the figures are £283 mi l l ion and 15 
per cent. But while the monthly 

average of the unit value of ex
ports seem to have increased by 6.4 
per cent between the first quarter 
and the next two months of the 
current year, the unit values of i m 
ports rose by 12 per cent over the 
same period. Since the values of 
exports registered a rise consider
ably greater than their uni t values, 
(17 per cent as compared, to 6.4 
per cent) exports quantities must 
have increased substantially- The 
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quantities of impor t s have also i n 
creased since the values of imports 
increased by 15 per 'cent against a 
rise of 12 per cent in import un i t 
values. This rise in the quantities 
of imports has been in addit ion to 
the rise in the first quarter of the 
current year as compared to the 
whole of 1950. The index number 
of the volume of imports (1947 
weights, and 1937=100) which 
remained constant at 84 during 1949 
and 1950 increased to 89 in the first 
quarter of the current year. Ex
port quantities on the other hand 
increased from 134 in 1949 to 156 
in 1950. The rise was very nearly 
maintained in the first quarter of 
1951 when the figure, was 154 and 
we have shown above that in the 
fol lowing two months export quan
tities increased. 

The future is certainly uncertain. 
There are opposing forces and which 
way the final pul l w i l l be, it is diffi
cult to say. Whether the Korean 
war soon ends or not, a high level 
of defence expenditure in the United 
K i n g d o m is to be taken for granted. 
This w i l l tend to raise export, prices 
in addition to the inflationary pres
sure due to high import cost which 
has still to work itself out. H i g h 
export prices wi l l mean lower ex
port earnings since British exports 
have an elastic demand abroad. 
In addit ion, there is a considerable 
danger of competition from Ger
many and Japan which has greatly 
perturbed the British financial press. 
Indeed, one of the reasons currently 
advanced for Britain's deficits w i th 
the E P U countries is the remark
able recovery in German export po
tential. A similar fear had been 
widely felt two years ago, but var i 
ous circumstances, especially devalu
ation, intervened, and British ex
ports did not have to face i t . This 
time it may be different for the 
rigidities of a socialised economy are 
not easy to overcome. State trad
ing is no solution, for it only conceals 
from the public, a deterioration in 
the terms of trade. The problem 
has to be faced squarely at some 
stage. 

There are, however, some exten
uating circumstances. Though 
actual figures are not yet available, 
there are. indications that of late 
the terms of trade: have been tu rn 
ing a l i t t le favourably to Bri ta in. 
The level of demand abroad might 
still permit higher exports at higher 
prices although its favourable re
percussions can be felt only after 
some time. The rise in the sterling 

balances by itself does not present 
a very difficult problem. The Com
monwealth countries are not l ikely 
to draw heavily on such balances a l l 
of a sudden and if the present t rend 
in commodity markets continue, 
the rate of rise in the balance w i l l 
slow down before long. The sterl
ing area deficit w i t h the E P U coun
tries may not also prove lasting, 
since the sterling area is still the 
largest exporter of many essential 
raw materials. In the coming months, 
the cotton textile exports of Br i ta in 
might register a perceptible rise 
w i t h the higher cotton crops in 
prospect. But the bottlenecks that 
w i l l be hard to break are coal and 
man-power. 

Britain's balance of payments dif
ficulties have also been attributed to 
her people enjoying a standard of 
l iv ing 5 per cent higher in the first 
quarter of 1951 than in 1950! 
While the inflationary situation at 
home certainly accentuates the pro
blem, of adverse balances by making 
it difficult to keep down imports 
to the desired level, this sort of ac
cusation is difficult to sustain f rom 
the. statistics that are available. For, 
while industrial production has 
shown a rise this year over the last, 
the volume of exports has also risen 
and is likely to rise in the next few 
months, judging from the high levels 
attained recently in the production 
of steel and coal. 

But is it not a relief to turn from 
this weary catalogue of woes to the 
cheerful optimism of our Minister 
for Commerce and Industries? In 
his speech at the meeting of the 
Export Advisory Council , he was 
jubi lant at the high level of exports 
we had achieved. Shri Hare Krush-
na Mahalab did not appear to be 
bothered over much that the index 
number of export quantities had 
actually fallen from 140 in the last 
quarter of 1950 to 130 in the first 
quarter and to 83 in A p r i l 1951! 
Since the index of export prices, 
which fell from 130 in October-De
cember 1950 to 126 in January-
M a r c h 1951, jumped again in A p r i l 
to 152, it may not be the r ight oc
casion to raise a scare. But the two 
deterrents to high exports, viz. h igh 
prices and small availabilities, have, 
always been w i t h us ever since the 
war ended. The Government have 
done precious l i t t le to remove 
either for which they can claim any 
credit. Price policy is, or should 
be, certainly w i t h i n the powers of 
the Government to decide. But 
nothing seems ever to get done and 
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we continue to groan under a 
mount ing inflation. There is no
th ing for which the Commerce M i 
nister can pat himself on the back. 
——— 

Scientfic Research News 

Direct application of trash in to 
a field produces equally good results 
as compost made out of an equal 
quantity of trash, according to 
manurial trials in UP conducted 
under the auspices of the Ind ian 
Central Sugarcane Committee. This 
is likely to result in considerable 
economy in the cost of manuring 
sugarcane. 

Adding 8 to 60 parts of sulpha-
nilamaide per mi l l ion parts of 
Ncera would preserve its freshness 
for days, it has been found f rom 
experiments carried out at the I n 
dian Institute of Sugar Technology. 

Satisfactory results have been ob
tained at the Forest Research Inst i 
tute from laboratory experiments on 
the production of mechanical pulp 
suitable for newsprint f r o m 
" Papita ". 

Colouring for Vanaspati 

Investigations at the Forest Re
search Institute, Dehra D u n , have 
shown that the yellowish green 
colour of chlorophyll when mixed 
wi th vanaspati ghee is quite stable 
both to aeration and ozonisation. 
This investigation was taken up in 
search of a suitable colouring in  
rial to distinguish vanaspati 
animal ghee. 


