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About a month ago the Aarey Mi lk 
Producers' Association, which supplies 
about 40 per cent of aarey's milk, ask
ed for an increase in the price paid to 
i t . Such an increase, the Association 
claimed, was necessary to ensure for 
its members a 15 per cent return. At 
that time the Director of the Milk 
Scheme had rejected the demand, 
maintaining that a 10 per cent profit 
margin was reasonable enough. He 
supported this contention by quoting 
the unanimous verdict of an expert 
committee, with two representatives of 
the cattle-owners on it , which had ex
amined the question recently. The com
mittee had worked out the producer's 
prices for milk after taking into account 
all items of costs, he claimed. 

After this interchange it was expect
ed that the Government would be firm 
and reject the milk producers' de
mands. But no; for unknown reasons 
the Government has now conceded an 
increase of 12 P per litre, raising the 
producers' price from 94 P to 104 P 
per litre. When the milk suppliers 
were paid 94 P per litre, the sale price 
to consumers was 104 P. If this 

From the London End 

The First 100 Days 
A CLEAR indication that, undeter

red by its small majority, the 
Labour Government is determined to 
govern decisively, is obtained by the 
economic measures announced only 11 
days after the Government took office. 
These involve bold and decisive moves 
which, though neither startling nor in
genious, are at least a pointer that the 
Government does not intend to wait 
too long to deal with the very serious 
economic position that the country is 
now facing. It is interesting to note 
that, true to Conservative form, Maud
lins has said that had he been in Cal-
laghan's position, he might well have 
waited another month or two before 
taking any such measures. 

The latest figures issued by the Gov
ernment suggest that the overall pay
ments deficit is going to be as high as 
between £700 and £800 million—even 
higher than the gloomy forecast made 
some time ago by the National Insti
tute. Something has to be done to stop 
the rot engendered by, among other 
things, the continuing increase of im
ports in the face of declining exports. 
One refreshing factor of the new mea
sures is that they definitely mark the 

margin between cost and sale price is 
now to be maintained, the consumer 
wil l have to pay Rs 1.16, which would 
mean increase of nearly 10 per cent. 

As it is, Bombay's milk prices are 
high compared to those in other major 
cities. In Delhi, for instance, milk 
prices are about 30 per cent lower. 
This is no doubt because the cost to 
the Scheme of milk supplied by its con
tractors is high. And since the pro
ducers' price is based on a cost plus 
formula worked out by an expert com
mittee, the presumption is that the cost 
of production of milk in Bombay is 
high. This is underlined by the fact 
that the Kaira District Milk Producers' 
Union, Anand, which supplies about 40 
per cent of Aarey's milk (about 100,000 
litres a day), does so at 79 P (f o r 
Bombay) or about 25 per cent cheaper 
than Aarey's 'captive' suppliers. Another 
factor which keeps down the consumer 
prices is the cheap supply of imported 
skimmed milk on which aarey is said 
to make a profit of 100 per cent. The 
supplies from Anand and the cheap 
imported skimmed milk thus help to 
hide the cost of milk from Aarey's own 

end of the old "stop-go" system—no 
damper is to be put on the U K home 
economy; instead direct measures are 
to be taken to restrict imports and en
courage exports. The main immediate 
measures involve a levy of 15 per cent 
on all imports, other than foodstuffs, 
basic raw materials and unmanufactur
ed tobacco, and to encourage exports, 
tax relief measures for exporters and 
improvements in export credit facilities. 
The longer term measures include im
mediate action to establish an incomes 
policy and a price review body. Incid
entally, it is interesting to note that 
the National Incomes Commission will 
be killed at once. The Trade Unions 
have always refused to have anything 
to do with i t , and no-one wil l really 
regret its departure. While the future 
of "Neddy" has not been finally work
ed out, it looks as if the Economic Sec
tion of the Council's office may be 
transferred to the Ministry of Econo
mic Affairs and the network of "li t t le 
Neddys"—committees established in the 
past year to represent various indus
tries and form a l ink with "Neddy"— 
may also be controlled through the 
Ministry of Economic Affairs. 

The Government is determined to 

cattle concentration. 

Against this background it is surpris
ing to find that there are powerful 
pressures working on the Government 
seeking to compel Aarey to cut down 
its intake of milk from Anand. Even 
the Estimates Committee of the Maha
rashtra Assembly has advised that the 
Milk Supply Scheme's "precarious de
pendence" on "outside" (sic) sources 
of supply should be reduced as soon as 
possible. And this just when it is 
known that with the expansion of us 
plants at Anand and by bringing more 
cooperatives within its fold, the Kaira 
Union will be in a position to double 
its supply of milk to Aarey, from 
100,000 litres to 200,000 litres a day. 

Considering the difference in the 
price of milk from Anand and from 
Aarey's own sources and Aarey's in
ability to meet Bombay's demand for 
milk—it was anounced some time 
back that no fresh coupons would be 
issued for Aarey milk—there appears 
to be no justification for Aarey not 
accepting all the milk that Anand can 
supply. If there is, the Bombay 
citizen has to be told what it is. 

have firm hold on all the reins that 
guide the economy, and sees the future 
role of "Neddy" as a critical watchdog 
rather than a planning organisation. 
This was made plain both to Trade 
Union leaders and to employers' re
presentatives who had separate meetings 
with Wilson and the five Ministers con
cerned with economic matters on the 
day the White Paper was released. 

A careful costing of the social pro
grammes is to be announced in the 
Queen's speech; other measures include 
a strict review of Government expen
diture, including an urgent re-examina
tion of the Concord supersonic airliner, 
and consultations with the Internation
al Monetary Fund on Britain's use of 
its drawing rights. 

A whole series of measures is to be 
set in motion to reduce costs and in
crease efficiency in industry. These in
clude the formation of a new price re
view body to examine price increases 
in the public interest, an improvement 
in the pay and conditions of workers 
changing jobs, a drive to set up import 
saving industry, and a tougher policy 
to encourage growth in the under-em
ployed areas of the U K. 
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More long-term measures to encour
age exports include a thorough survey 
of export credits, the export promotion 
services of the Board of Trade and the 
opportunities for encouraging more ex
ports from the medium-sized company 
through the formation of consortia. In 
addition, a Commonwealth Export 
Council is to be set up. 

But to return to the more immediate 
measures. The 15 per cent surcharge 
on imports is to take effect immediate
ly, and it has been stressed that it is 
"strictly temporary". The imports in 
question are running at £1,350 million 
a year, and the Government hope that 
this wil l be reduced by £200 million 
by the new measures. Broadly speaking, 
the average of the U K's external tariff 
on manufactures has been doubled 
from 15 per cent to 30 per cent. An 
interesting feature of these surcharges 
is that they are completely non-discri
minatory and will apply equally to im
ports from all countries--including 
Commonwealth countries. 

Impact on Commonwealth 
How will these surcharges affect 

trade with different areas? Since food
stuffs, raw materials, tobacco and cer
tain other products are exempted, it 
means that the charge will fall with 
different weight on imports from dif
ferent groups of countries. It has been 
anticipated that the Common Market 
countries wil l be the most affected, as 
57 per cent of imports from the Com
mon Market wil l be touched. As far as 
the E F T A countries are concerned, 
36 per cent of imports from this area 
wil l be affected, while 48 per cent of 
imports from the U S and 13 per cent 
of imports from Commonwealth coun
tries wil l be affected. 

How wil l these import surcharges 
affect imports from India? Based on 
a quick look at the figures for the 
first eight months of the year, it ap
pears likely that approximately one-
sixth of Britain's imports from India 
wi l l be affected. They wil l include such 
items as leather kips, all textiles, car
pets, jute goods, essential oils and en
gineering goods. Although the textile 
industries in this country have been 
slow to react to the news of the 15 
per cent surcharge, many Lancashire 
cloth producers, who claim that they 
have been hard pressed by low-cost 
foreign competition, believe that they 
wi l l benefit from an i l l wind. In Brad
ford and Belfast, textile firms facing 
competition from the Far East believe 
that the surcharge wi l l be a favoura
ble factor, but importers of yarn and 
cloth for finishing wi l l have to pass on 

the surcharge to the consumer. 

Since the surcharge is to be intro
duced straight away, large quantities 
of goods already ordered will cost 
buyers more than they had expected 
to pay, and if the goods are not already 
in transit, efforts may be made to 
delay their shipment, if not to cancel 
the orders. 

While it is perfectly understandable 
that, in the interests of speed and 
simplicity, the Government has chosen 
to restrict imports by imposing sur
charges, this step is formally against 
G A T T rules which allow import 
restrictions, but only in the form of 
quotas. However, a tariff surcharge is 
easy to introduce and has the advan
tage of being non-discriminatory. Im
port quotas are too arbitrary and in
elastic besides being complicated to ad
minister. 

In a Press Conference, George Brown 
and Callaghan pointed out that al
though the Government had had no 
prior consultation with Commonwealth 
Governments about the proposed ac
tion, communication was made to them 
as soon as possible. They pointed out 
that they had special regard to 
Commonwealth interests, and in this 
matter quantitative restrictions would 
have hit them more. By excluding food
stuffs, raw materials, processed food
stuffs and tobacco, they believed they 
had got about the right balance. 

What about Defence Expenditure? 
One of the omissions in the present 

measures is that no direct reference 
has been made to the problem of Bri
tain's overseas defence expenditure (one 
of the biggest debit items in Britain's 
balance sheet), or to the capital drain, 
i e, the outflow of investment finance. 
It is true that Government spending 
is being scrutinized, not only to see 
what priorities need changing, but to 
give rather more elbow-room in the 
economy. Does it mean that the Labour 
Party intends to cut spending on over
seas bases? The impact of this could 
be quite dramatic. Nor has any refe
rence so far been made to the possi
bility of discouraging the outflow of 
long-term capital abroad. This outflow 
has contributed very heavily—between 
one-third and one-half—to the U K's 
huge balance of payments deficit in 
1964. 

The new system of export rebates 
which have been introduced, repre
sent the indirect taxes currently paid 
in the U K by a British exporter, 
mainly duties on oi l , petrol and vehi
cle licences. The value of this rebate 

wi l l vary between 1 per cent and 3 
per cent of the export value, but the 
average will be close to 1½ per cent. 
The cost of the export concession is 
expected to be £70 million; the reve
nue from import duties wil l be about 
£170 million. Thus, Exchequer revenue 
wil l increase by roughly £100 million. 
The proposed tax reliefs for exporters 
are permissible under CATT rules. 
While the measures taken by the Gov
ernment are emergency ones to deal 
with the present balance of payments, 
the Government regards its long-term 
plans to stimulate exports as being 
more important than the emergency 
measures, and one of the purposes of 
Wilson's broadcast was to brace the 
country for a much stronger effort to 
increase exports. The temporary sur
charge was introduced principally to 
goods which could really be manufac
tured in Britain itself. But there is 
no attempt to molly coddle British 
exporters who must, as quickly as 
possible, modernise and become com
petitive, and this is the reason for the 
new Ministry of Economic Affairs and 
the new Ministry of Technology. 

No Retaliation Likely 
The general reaction to these mea

sures has been a recognition that Bri
tain was really faced with a very 
serious situation, and some measures 
had to be taken and taken quickly. 
There is a certain amount of relief 
that the measures are not more dam
aging, and although the import sur
charges are painful, particularly to the 
Common Market and EFTA countries, 
there is unlikely to be much retalia
tory action, unless, of course, the 
surcharges prove to be more than 
temporary. Indeed, other countries 
have not retaliated against the mea
sures taken in countries like Canada, 
Japan and Italy to put the brake on 
imports during the past year or two. 

It is the size of Britain's trade gap, 
rather than the fact that the country 
is passing through just another perio
dic payments crisis, which is likely to 
make other countries accept these 
measures, however reluctantly, though 
Britain's major trading partners and 
GATT are unlikely to welcome them. 
The re-emphasis, on the other hand, 
of the strength of sterling and the 
categorical rejection of devaluation 
has been well received in financial 
circles abroad. The fact that the Gov
ernment has not hesitated to take 
firm, indeed unpopular, action to deal 
with the country's problem is a re
freshing change from the stagnation 
and apathy which marked Tory rule. 
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