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culties in the balance of payments are 
to be found in the current account. 

Over the last many years, Britain's 
share of world trade has been falling 
for the basic reason that her exports 
have been more expensive than her 
competitors'. For the same reasons, 
there has been a steady increase in im
ports of manufactures into Britain. In 
other words, the problem is not just 
financial—to be tackled by higher in
terest rates—but more basic. Britain 
needs to. somehow, greatly increase 
her exports while keeping her imports 
more or less constant for sometime. 

Left to themselves, such changes 
take a long time, and even run the risk 
of never really taking place. Since 
Britain's balance of payments deficit 
was mounting so fast, something had 
to be done immediately. Harold Wil
son's Labour Government, has announc
ed as temporary measures a 15 per 
cent surcharge on all imported manu
factures, and an average subsidy, 
through indirect tax rebates, of 1 ½ per 
cent for exports. As a means of pro
ducing quick results, the surcharge on 
imports is likely to be the more effec
tive of the two. There is already news 
of a number of British importers can
celling their orders with foreign ex
porters. Export incentives wil l be per
haps a little slower in producing re
sults. A possible alternative to an im
port surcharge—a system of import 
quotas and licences—would have re
quired a longer period of initial pre
paration; moreover, the working of 
such a system in most countries has 
not been encouraging. 

The action of the British Govern
ment has provoked some criticism at 
home and a great deal abroad. The 
criticism at home has been that, unless 
the import surcharge is really tempo
rary, it will have a protectionist and 
hence unhealthy effect on British in
dustry. The 15 per cent surcharge has 
in effect doubled the average British 
tariff, and has thus provided substantial 
protection. It is argued by the critics 
that a better policy would have been 
to take no particular action on the im
ports front, but to greatly subsidize 
exports. This would have helped to 
make British industry more export-
minded and to increase world trade. 

The paradox is that if the British 
Government had followed the policy 
suggested by the internal critics, the 
vehemence of the external criticism 
would have been greater than it is now. 
The G A T T agreement has been 
violated by the import surcharge; any 

substantial export subsidies would have 
violated the letter of that agreement 
even more seriously. There is reason 
to believe that the British Government 
was guided by the advice of interna
tional monetary experts who expected 
import restriction to face less severe 
criticism than export promotion from 
the Council of the G A T T. This 
shows up the anomaly in the G A T T 
agreement, to the extent that bigger 
world trade is a good thing. 

There has been plenty of the expect-
ed criticism from the Council of the 
G A T T, and from some individual 
countries. The former has appointed 
a 12-member group to study the British 
action and report to it. The American 
altitude has been one of tolerance, pro
vided the import restrictions are really 
temporary. This is significant, consider
ing that the import surcharge will affect 
40 per cent of U S exports to 
Britain. The worse affected are the 
European Common Market countries, 
57 per cent of whose exports to Britain 
will be touched. Of the E F T A coun-
iries' exports to Britain, 37 per cent 
will be affected. However, the affected 
exports of all these various groups of 
countries amount to only 2-3 per cent 
of their world exports. Because the im
port surcharge is on manufactures, 
Commonwealth and the other Icss-deve-
lopcd countries are the least hit by 
them; only 13 per cent of their exports 
to Britain arc affected. 

If Britain's exports are to increase, 
or her imports are to decline, it has to 
be at the cost of some other countries. 
Few would deny that given the near-
crisis sit nation in Britain's balance of 
payments, her Government had to take 
some drastic steps, Provided the me
asures taken are really temporary, most 
critics would be satisfied. It may well 
be that by the time-—after two or three 
months the Council of the G A T T 
can give an unfavourable formal verdict 
on the British measures, they would 
have done their work and the British 
Government would be in a position to 
revoke them. 

Dangerous Precedent 
T is not difficult; to guess what 

provoked S K Patil's statement 
on the future of Goa. The ruling Maha-

rashtrawadi Gomantak Party has been 
considering moving a resolution in the 
legislature pressing for Goa's merger 
with Maharashtra which was their main 
plank in the 1963 elections. Twice in 
the last two months the introduction of 
the resolution was postponed, partly be-
cause of differences within the party 
but largely because of pressure from 
the Government of India. Only last 
month the Union Minister for Home 
Affairs, Jaisukhlal Hathi, had gone to 
Panjim for discussions with the Goa 
Chief Minister and his colleagues. He 
got the assurance from the Goa Gov
ernment that it would consult the Cen
tral Home Minister before moving the 
proposed resolution. Subsequently it 
would appear that the Goa Chief Min
ister gave in to pressure from his party; 
he has now announced his intention to 
introduce the resolution in the legis
lature in January. 

It is thus clear that the Centre had 
made its views on the future of Goa 
known to the Goa Government. In spite 
of this, the latter has chosen to pro
voke public controversy on the matter. 
In the circumstances a clear statement 
of the Centre's views on the matter 
was necessary, though the resultant 
situation points to the considerable 
potential for conflict that there is in 
our federal constitution should a genu
ine multi-pariy system ever develop in 
the country. Patil's announcement is, 
however, open to criticism on two 
counts. 

In the first place, the choice of S K 
Patil to make the policy statement was 
hardly appropriate. The decision on 
Goa's future is the Central Home Min
istry's and so either Gulzarilal Nanda 
or one of his junior Ministers should 
have been the one to make the state-
men I. Patil's connection with Goa has 
been as a parly-man. as AICC's nomi
nee to organise the Goa Congress 
Party's disastrous election campaign in 
1963. The Government's official policy 
statement on Goa's future should have 
shown greater regard for the distinction 
between the Government of India and 
the Congress Party, 

Second, and very much more import
ant, the promise of a referendum in 
1973 to enable Goans to express their 
views on their future, contained in 
Patil's statement, is thoughtless, to sty 
the least. It is doubtful whether the im
plications of setting a precedent ac
knowledging the right of the people of 
a region to decide their future through 
a referendum were fully considered be
fore the offer was made. On more than 
one occasion in the past the Govern-
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ideological stance cost many of the 
more moderate Republicans their jobs. 
Keating in New York is the most pro
minent example, and a number of other 
governors and senators were defeated 
by the Gold water "image". The elec
tion also saw a few surprises, notably 
the election of former dancer George 
Murphy to the Senate from California 
over the late President Kennedy's able 
press secretary, Pierre Salinger, and the 
victory of Republican Robert Taft Jr 
over veteran Senator Stephen Young in 
Ohio. A few other Republican moder
ates were able to win the election with 
narrow margins, such as George Rom-
ney (a likely Republican presidential 
candidate in 1968) as Governor of 
Michigan. However, it is clear that Re
publicans such as Charles Percy, run
ning strong for Governor in Illinois, 
Wilkinson, running for the Senate in 
Oklahoma, Beall, running for the Senate 
in Maryland, and others lost in closely 
contested races because Gokiwaier 
headed the ticket. 

It is doubtful that the 1964 
election has destroyed the two-party 
system in the United States, if 
such a system ever existed in the sense 
of practical politics. The election has 
gone far in creating a multi-party sys
tem in the South. Republicanism, it is 
true, has been severely defeated in the 
North; however, if the moderate ele
ments can wrest control of the party 
from GoId water forces, it wil l be possi
ble for them to rebuild their organiza
tion. The powerful Republican organi
zations in the moderate Northeast did 
not work actively for Goldwater, and 
their inactivity cost: him (and other Re
publicans) hundreds of thousands of 
votes in key states. Despite their utter 
defeat at the polls, it will be difficult 
to dislodge the Goldwatcrites from their 
key positions in the Republican hierar
chy, simply because of the operation of 
party procedures. Indeed, moderate ele
ments may have to wait two years to 
purge the present leadership. 

Johnson will be under much pressure 
from the liberal elements within his 
party to forcefully champion a liberal 
domestic programme in the coming 
period. It was the liberals who went 
far towards electing him, and the pre
sence of Hubert Humphrey, one of the 
Senate's most intelligent and articulate 
members, on the Democratic ticket, 
proved a popular choice in the crucial 
Midwestern farm states, which are nor
mally Republican but have been swept 
by the Democrats in this election. 

Johnson is not a liberal himself. He 
has a just reputation as a skillful poli

tician and parliamentary manipulator. It 
remains to be seen whether he will try 
to implement a clearly liberal program
me. His strong roots in the New Deal 
and the importance of liberal advisers 
and powerful liberal elements in Con 
gress will pull him in this direction. But 
Texas traditionalism and lack of ideolo
gical commitment will also influence his 
actions. Lyndon Johnson is a political 
pragmatist in the best traditions of the 
American political system. Whether he 
can formulate a progressive and ima
ginative programme at a time of crisis 
is the big question. 

It will be possible to watch for a 
number of key indications of the drift 
in American policy in the coming 
months. The naming of a Cabinet, pro-
bably immediately after the first of the 
year, will be a key factor, for the Cabi
net has wide responsibilities in policy 
formulation. The role of the Vice-Pre
sident, Humphrey, wi l l also be vital, for 
he is a key liberal spokesman. Finally, 

the decisions that the President makes 
in the immediate future wil l be an im
portant indication of future trends, for 
there are a number of issues, particular
ly in the area of foreign relations, 
which demand immediate attention. 
American policy in Vietnam and with 
regard to the multi-lateral nuclear force 
require quick decisions, and such do
mestic programmes as the War on 
Poverty, civil rights legislation, and 
other social welfare measures wil l be a 
test of the new administration. 

Possibly the coming months are even 
more crucial than the pre-election 
period, for now President Johnson has 
a clear mandate from the American 
people and has been given a sufficient 
legislative majority to carry out his 
programmes. The depth of his analysis 
of major issues and the image which he 
builds up for himself in the coming 
months will prove crucial, not only to 
the United States but to the rest of 
the world as well. 

Selling to China 
HE Labour Government's White 
Paper on the economic situation 

has highlighted the fact that the 
balance of payments deficit at the end 
of this year may well be as high as 
between £700 million and £800 million. 
The unpopular 15 per cent surcharge 
on imports of semi-manufactured and 
manufactured products into the U K 
markets is one side of the medal; the 
other side is an increased export drive 
and this makes the present British 
Trade Fair in Peking particularly im
portant. The great interest that the 
present Government is showing in this 
Fair suggests that they intend to make 
special efforts to establish themselves 
in one of the few "new markets" which 
are available. Shortly after his ap
pointment as President of the Board 
of Trade, Douglas Jay flew out to 
Peking to open the Fair. Jay is the first 
British Cabinet Minister to visit China 
since the war. He pointed out that 
the present level of British trade with 
China was "ridiculously low" and bas
ed "not on economic potential, but on 
the political isolation we have all been 
suffering from". 

China's overall trade turnover has 
fallen from a peak of £1,500 million in 
1958 to £900 million, but it is thought 
that it will soon be back to the 1958 
level. In that year, China did two-
thirds of her trade with the Soviet 

group of countries, but now two-thirds 
of it is with the West. This is 
what makes China particularly attrac
tive as an expanding market for West
ern goods. U K exports to China in 
1958 totalled only £13.1 million. As 
compared with this figure, they am
ounted to £12.2 million in the first 
eight months of 1964, 

China is suffering from lack of 
modern machinery and processes which 
could help her in her development. The 
sophisticated machinery required to 
produce fertilisers and other agricultur
al aids which China wil l need to deve
lop, can be obtained only from the 
Soviet Union or from Western in
dustrialised countries. 

The Fair itself is to last for two 
weeks and over 230 British firms have 
sent out capital goods equipment rang
ing from heavy transport to machine 
tools, plastics and fertiliser equipment, 
and some £1,300,000 of equipment lor 
demonstration purposes alone. The list 
of goods on show has been checked 
and rechecked with the Chinese Gov
ernment in order to ensure that they 
were fully satisfied with the range of 
equipment to be demonstrated. Since 
the Chinese are only interested in capi
tal goods and equipment, consumer 
goods have been rigorously excluded 
from the list. 
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