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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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Another distinctive feature of this 
Fair is that it wi l l not be open to the 
general public, but only to holders of 
tickets which have been issued through 
Government departments. Thus, only 
selected members of Chinese technical 
and purchasing institutions wil l visit 
the Fair, and any trade deals which 
ensue wil l be made on the spot with 
the halt dozen or so official purchas
ing organisations. 

How soon will Britain feel the effects 
of this Fair in increased orders from 
China? This is a difficult, question to 
answer, particularly as the present drive 
concerns mainly heavy capital goods, 
orders for which cannot be expected to 
flow in immediately. Again such orders 
necessitate prolonged periods of bar
gaining and negotiation on specifica
tions. The target set by the organisers 
themselves is for an eight-fold increase 
in exports to £100 million a year. 

How large the orders wi l l turn out 
to be must, of necessity, depend on 
the export credit facilities which the 
British Government is able to offer the 
Chinese. For, the amount the Chinese 
themselves have available for overseas 
purchases is strictly limited. Although 
no exact figures are available, it is un
derstood that' the loss of trade and aid 
from Russia has left a gap of approxi
mately 1200 million a year. However, 
once China has paid off her outstand
ing debts to Russia, this will release 
more money for purchases abroad. The 
size of China's foreign exchange re
sources available for imports depends 
very heavily on Chinese harvests. In 
recent years, particularly over the past 
five years, China has been forced to 
import annually some £100 million a 
year of wheat, and no reduction in this 
figure is expected. On the credit side, 
China has recently been exporting an
nually £50 million worth of rice and 
her growing trade surplus with Hong 
Kong, which is at present running at 
approximately £100 million a year, wil l 
also help to swell imports. In the past, 
China has also been able to raise foreign 
exchange through sales of silver, but 
recently, despite the high world price 
of silver, China has not been making 
many sales. 

In the held of export credits, 
Britain may well have a trump card. 
Recent developments in export credits 
including such items as financial 
guarantees have extended both the 
scope and the duration of export credits. 
British financial institutions are more 
willing to spread their resources to 
develop the export trade if they are 
backed by the Export Credits Guarantee 

Department, One of the measures 
contemplated by the Labour Govern
ment is a thorough survey of export-
credit facilities, and special conces
sions may well be made to encourage 
trade with China, particularly in view 
of the fact that it is a growing market 
for capital equipment and one which 
could thus do much to help Britain's 
balance of payments. 

Two other industrialised countries 
deeply interested in promoting exports 
to China include France and Japan. 
France will certainly put up a hard 

fight to obtain a foothold in this ex
panding market, and this was one of 
the reasons for President de Gaulle's 
recognition of China. Only a month 
ago, France sold two freighters to 
China. As far as Japan is concerned, 
her prices can be particularly competi
tive, especially in such items as ship
building. Again, Japan has the great 
advantage of being close to the China 
market. Britain's main advantage wil l 
therefore lie in the extended export 
credit terms she is prepared to offer 
the Chinese. 
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