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From the London End 

Britain's Remedies for Inflation 

wi l l be rati tied to grants, loans and 
subventions f rom Delh i . No doubt, 
the State Government, wh ich re
ceives today about Rs. 1½ crores 
by way of customs revenue, hesitates 
to surrender Rs. 15 lakhs annually 
under the fiscal integration plan. 
It w i l l undoubtedly be easier for the 
Government of India to support 
Kashmir Government's effort at. 
economic development if the two 
Governments evolve a plan of great
er fiscal co-operation. In the course 
of a few days, Kashmir's Finance 
Minister is expected to visit New 
Delh i and discuss ways and means 
of fiscal integration of the State 
w i th India. 

Parliament is scheduled to meet 
on August 6. Besides the President's 
address, the Planning Commission's 
Report and Mudga l Enquiry Report, 
it has a heavy legislative program
me before it. There are 34 official 
Bills pending and Select Commit 
tees wi l l be reporting on five of 
them. Private member's bills out
standing number 40 and motions 
to introduce another 20 non-official 
bills have also been received. It is 
expected that, about: 40 bills wi l l be 
held over for the Budget session. 1 
understand the Government have 
received numerous requests f rom 
dii ferent parts of India that the 
Income-tax Amendment Bill should 
be postponed and not passed in a 
b u r n , Though a few days ago it 
was stated that the authorities were 
keen on pushing it through, the 
latest decision appears to be differ
ent. The Minister of State for 
Finance has now definitely stated 
that this Bi l l wi l l not be placed be
fore the ensuing session of Parlia
ment. 

Control Over Aluminium 
Supply in US 

Though production of pr imary 
a lumin ium in the Uni ted States in 
the first three months of 1951 was 
25 per cent larger than in the first 
quarter of 1950, the combined m i l i 
tary and civi l ian demand far ex
ceeds the available supply. 

The National Production Autho
r i ty has accordingly included 
aluminiu in w i th steel and cop
per in the " Controlled Mate
rials Plan " which came into effect 
July I. Under this programme, the 
government w i l l dole out. these me
tals in specific quantities for all de
fence and essential civi l ian purposes. 
Users of these metals for non-essen
t ial goods wi l l get only what re
mains after essential domestic and 
foreign demands have been met. 

OP the many factors that have 
contr ibuted to the harsh eon-

tent of the politics and economics 
of the Un i ted K ingdom since 1945, 
two stand out wi th remarkable cla
rity, First, the country for the first 
time in its history has become a 
junior partner in the mi l i tary al l i 
ance on its side of the balance, of 
power, and secondly, the seemingly 
irremediable crises which its 
economy perennially slides into. Ever 
since the end of the last war, there 
lias been w i th regularity., some, new 
problem to which the nation was 
being asked to sacrifice in order that 
a solution may be found. A l te r a 
dose of M r . Dalton's cheap money 
policy, the country was introduced 
to the stringencies of the Crippsian 
era. Now conns My. Gaitskell w i th 
a. demand that "every effort be 
made through international and in 
ternal measures to check the rise in 
costs and prices and l imi t the pres
sure of effective demand." What 
this effort is to be, and what new 
sacrifices it wi l l involve, is the ques
tion all are asking and to which 
the Chancellor, in another of his 
crises speeches, has replied w i th 
characteristic vagueness. 

When the Board of Trade pub
lished the import , export and the 
consequent adverse balance figures 
for the second quarter of this year, 
al l believed that the country's exter
nal balance of payments would pro
vide the main motive, if not neees-
sarilv the most of the subject mat
ter for this week's Commons debate 
on the economic situation. Al though 
there were reports of Treasury dis
cussions wi th trade union leaders 
and representatives of the Federa
tion of .British Industries on ques
tions relat ing to the Government's 
policy for curbing the inflationary 
pressure now so persistent and wide
ly felt, the shock at learning that 
the adverse balance had reached the 
all t ime peak of £554.7 mi l l ion for 
the six months ending June, made 
many people expect that the Chan
cellor would regard this as the pr ime 
problem of the moment. He cer
tainly gave it pride of place in the 
sequence of his subject matter, but 
as his speech wore on, it became 
clear that his main preoccupation 
was that of the rise in wages, prices 
and profits and thus it was to this 
that his positive measures, however 
distant, were related. 

In analysing the factors that had 
contributed to the inflationary spi
ral rising so sharply in the past few 
months, the Chancellor impl ic i t ly 
admitted that a major miscalcula
tion was made in the budget fore
casts. It was assumed that there 
would be an increase! in product ion 
and that this extra dividend would 
be used part ly to produce arma
ments but mainly to increase ex
ports. None of it was supposed to 
go to heavier consumption at home. 
What is now recognised is that the 
winter round of wage increases were 
being spent, w i th the. help of past 
savings, on buying -buy ing dearer 
food, dearer and more clothes, fur
niture and household goods of al l 
kinds. This unexpected increase in 
effective demand had tempted ma
nufacturers to neglect the export 
markets which have been nourished 
so motherly since the end of the. last 
war. Thus the menacing crisis of 
inflation at home and the deepen
ing adverse balance of payments on 
foreign account. 

Inf lat ion at home and the growth 
of an adverse balance of pavments 
are problems intimately l inked. They 
are in fact a set of tw in problems 
that arise largely out of the same 
cause- a fluctuating and unstable 
domestic demand. To deal w i th 
these problems therefore would de
mand a rectification of the .instabi
lity of effective demand and as on 
this occasion, its unchecked rise. 
The Chancellor realising this h i t 
upon a most serious pol i t ical pro
blem. The industrialists would pre
fer consumption being reduced by 
such methods as indirect taxat ion, 
wage restraint and the rat ioning of 
consumer goods. These methods 
however would not r ive t the views 
of the Trade Unions who, though 
as anxious, are adamant that their 
members be not the ones who should 
be subjected to another sacrifice. 
There is a new style of reasoning in 
the labour movement on these mat 
ters and it runs somewhat on the 
fo l lowing lines: the inf lat ion can be 
painlessly countered at the. expense 
of nothing and nobody except pro
f i ts and d iv idends- the r ight way to 
prevent fur ther inf lat ion is to res
train wages, that demands for h igh
er wages are stimulated by increases 
in profits and dividends, and there
fore profits and dividends must be 
restrained and reduced. But the 
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v i r tue of the support he gets f r om 
the trade unions. Thus, the recourse 
open to the Government is to sub
m i t to the pressure of the T U C 
leaving the Financial Times, that 
adroi t spokesman of the F B I to bit
terly complain that " the Chancel
lor has decided to take the road of 
restriction w i t h vengeance" and 
that , " the only changes in policy 
wh ich he proposes is either whol ly 
repressive or i l logical or both ". 

T h e two pr inc ipal measures which 
the Government intends taking arc 
first, the t ightening up of price con
trols thereby l im i t ing profits and 
secondly ; stabi l ization—in practice 
some reduct ion in dividends—for 
three years by statute. The signifi
cant feature of the new price con
t ro l programme is the introduct ion 
of exact price schedules for precisely 
specified goods. Tha t this method 
of control imposes a r igidi ty of de
sign and manufacture, and part icu
lar ly so in a competit ive wor ld , has 
already brought outbursts of crit ic
ism f rom various industr ial organi
sations. M o r e significant however 
is that the controls are to be used 
deliberately to control prof i t mar
gins, w i t h lower prices to lower cost 
producers. The " cost plus " sys
tem wi l l be the order of the day. 
In explaining away the criticisms 
that " cost p l u s " as a basis pena
lizes efficiency and encourages in
flation of costs, the Chancellor said 
that he had in m ind to provide " for 
two ceilings, below the lower of 
wh ich ' cost p l u s ' would not ope
rate, manufacturers being free to 
choose which ceilings they would 
use " . 

By far the most controversial of 
the measures suggested is that relat
i ng to div idend l imi ta t ion. The 
Chancellor proposed to l imi t the 
dividends paid by all the companies 
in this country to the average, of the 
dividends paid dur ing the past two 
years. He observed that dividends 
recently declared had much exceed
ed those pa id last year—by as much 
as 14 per cent net in June. He was 
of the opinion that many wage earn
ers were disturbed by such increases. 
Th is , the Financial Times cr ied, 
** was a manifest absurdity ", a l 
though on the same page it reported 
that the General Electric Company 
had made a prof i t of £5,651,000 for 
the year 1950-51 and had increased 
its div idend distr ibut ion f rom 17½ 
per cent to . 22½ per cent. The 
Times in a two co lumn editor ial , 
wanted to know why workers should 
be disturbed at the extent of the 

dividends" declared " when wages 
increased by 157 per cent between 
1938 to 1950, whi le dividends and 
interest paid by companies increas
ed by only 61 per c e n t " . 

M r . Gaitskell s ceiling on d iv i 
dends had quite an effect on Stock 
Exchange dealings. Equities and 
Industrials fel l back sharply and it 
was reported that investors were 
moving rather hurr iedly to foreign 
shares and issues. The Liberal even
ing paper The Star estimated that 
the slash in Stock market prices i n 
volved a loss of over+ a mi l l ion 
pounds. The worst fears of the 
industr ial and financial circles in 
the Ci ty of London are now being 
borne out and there is no doubt 
that these interests would raise such 
a storm of protest that the Govern
ment wi l t th ink twice before em
barking on its legislative program
me in the autumn. 

One thing significant in the Com
mons debate was the wide measure 
of support the Chancellor received 
f rom the Labour Party's dissident 
left wing. It augers well for the 
party's leadership in the for thcom
ing conference of the T U C in Sep-
tember and the Labour Party in 
October. It is believed that a 
modus vivendi between the various 
groups in the run for the leadership 
w i l l now be aimed at by the M o r r i -
son-Attlee group in order that there 
w i l l stand a united if not as strong 
a Party in the elections which all 
believe wi l l come off early in the 
next year. 

US Exports of Scarce Materials 

The OTT is cont inuing to ope
rate as before, but under the C M P 
it began on June 1, 1951, to assign 
pr ior i ty ratings for export licence 
applications covering C M P items. 

Exporters who are unable to com
plete shipments of controlled ma
terials in the normal six-month 
period for which their licences a re
validated may appeal to O I T for 
extensions of the, val idity period. 

In addit ion to exports being made 
under the C M P , O I T wi l l continue 
to establish quotas for other scarce 
materials. 

An important one of these is sul
phur, which is currently in short 
supply throughout the wor ld . Des
pite this, the Un i ted States exported 
480,000 short tons in the first half 
of 1951 and expects to ship about 
420,000 short tons in the last hal f 
of the year to fr iendly countries. 

August 4, 1951 

Economy Cut in Aviat ion Spirit 

A decision to mainta in the cut of 
33-1/3 per cent in the fuel consump
t ion by airlines t i l l the situation i m 
proved was taken at a conference 
of representatives of international 
air transport companies in Bombay 
this week. It was also decided to 
prohibi t non-scheduled flights. 

The saving effected dur ing the 
last week was reviewed by the. con
ference which expressed its grat i f i 
cation that the decision arrived at 
earlier dur ing the discussions at 
Delhi to reduce the fuel consump
t ion by 33-1/3 per cent had been 
implemented w i th the co-operation 
of the various airlines. 

The situation wi l l b e reviewed 
again on August 7 in Bombay at a 
similar conference 

A i r transport companies in Cal
cutta had been asked earlier to de
vise ways and means of cutt ing down 
their fuel upli f t by at least 25 per 
cent. The airline operators con
cerned agreed to examine the mat
ter and do all they could. 

Non-scheduled operations in the 
Calcutta area had already been 
stopped. 

Dr. N. A. Sarma, Division of M o 
netary Research, Reserve Bank of 
Ind ia, left for Sweden at the end 
of last month to study budgetary 
techniques, w i th a Un i ted Nations' 
fellowship. 
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Chancellor bolds his position by 


