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manner of condensation of the material included. It aims to cover briefly
articles that are of interest from a monetary and banking standpoint.
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THE POST-WAR WORLD

The cart and the horse - Economics before politics?
The Economiet, London, May 20, 1944, nages 669-670

Prior to the debate in the House >f Lords on the international cur-
rency proposals, the question wos reised whether to discuss currency before
trade 1s nct to put the cart before the horse, Lord Keynes's rejoinder was
that "it is perheaps an accident that the mcnetary proposals got started
first and are therefore more fully developed. ... As we cannot talk about
everything at once, let us talk about these first." This is the plainest
common sense. Nevertheless, there is a2 serious problem lurking behind
the conflict of pricrities. If the procedure of going chead with some
matters leads to a belief that they are the more important, real damage
nay be done. This is the danger thet is now being run. Economic questions
are being handled in advance of political problems, and within the
economic sphere, it is the financiel aspect that is being treated bhefore
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the industriel and commercial. If thedé dre merely accidents of. chranology,
well and.good. - But they must not be allowed to cbscure the basic truth
that the financial should be entirely subordinate to the ecoromie, and

the economic to the political. ; B

" There is a widespread tendency to argue that, if only the Verszilles
settlement had paid proper attention to economic questions, this-second
war would rever have occurred, and that the shortest path to a stable world
order lies through a soluticn of economic problems. It is argued that the
peacemakers, if they had wished, could have prevented the Great Depression,
and that without the mass unemployment of the years from 1929 tc 1933, there
would have been no Nazi regime. The view has been expressed, from time to
time, that nc attempt should be made to draw up a political settlement for
several years after the war, in the expectation that econsmic measures
woculd, in the interim, produce such'a state of contentment that political
difficulties would disappear, ' '

So far as this argument relates tc the past, it is a distortion; so
far as it relates to the future, it is escapism, It is wholly wrong to
suppose that the Treaty of Versailles ignored economic problems. Indesed,
it can more truthfully be argued that if an equal amount of care had been
devoted to building up the political foundations of peace there would have
been no war in 1932. It may or may not be true that the Great Depressicn
spawned Hitler. It is certainly true that he made great play with economic

" slogans. But his crimes against the world were politicsl crimes and it
‘Wag & sound political order that would elone have stopped him. :

Very little of the doctrine that economic arrangements alone can
ensure a workoble world order comes from the economists, Most of it
comes from the politicians who, perplexed by the difficulty of their prob-
lems, .find it consoling to believe thzt there is some magic in economics
which will release thom from their painful duties. This is, of course, &
pure delusion. Before a country czn determine how much self-sufficiency
to plan for, it nust be in a position to form e judgment on the risks of
war, and with which of its neighbours it is likely to heve to fight. Em-
ployment policy will be radieally affected by the level of armaments and
the form of military service that it is decided to adopt. There are those
who believe that a working international order can be built up by 2 number
of functional organisations for transport, for industry and for commerce.
But before these -rganisations can come into.existence, »olitical decisions
have to be taken. There is no econcmic backdoor to Furopean integration
or federation. So long as the political framework is that of sovereign
states, these states will be just as able, and just as willing, to slom
their back doors as their front to any infringements or abatements of
‘their sovereignty. Economic possibilitics will continue to depend upon
political decisions.

This is nct a2 pessimistic view, for it serves tc clarify the region
in which progress must be made if it is to be made at all, That region
is the political, znd until the politiciaons have made up their minds about
the relationships that are going to exist between the nations after the war,
nothing that the economist and the financier can do will be other than pro-
visional and hypothetienl.
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Argentina's gold and post-war international finance
The Review of the River Plate, Buencs Lires, April 21, 1944, pages 9-10

An interesting, if somewhat enigmatic paragraph in the 1943 annual
report of the Central Bank of Argentina refers to the considerable extent
to which international trade is now being conducted on the basis of barter
arrangements and compensation accounts, and draws attention to the intricate
oroblems of an international financial and credit character which will have
to be studisd and disposed of before the world can return to an adequate
regime of monetary freedom. Argentina, with her heavy holdings of gold and
sterling, now totalling nearly 4,000 million pesos, is vitally concerned
to know what pattern the post-wer mechanism of internationel finance and
credit will conform to, since, in the words of the Central Bank report:

" ..the importance in the general scheme of Argentina's national
economy which the country's foreign trade occupies, explains the
need for following very closely the evolution of contemporary ideas
on this subject, with a view to facilitating the adoption at the
opportune moment of the steps appropriate to the country's conven-
ience," ]

The "contemporary ideas" may be taken as an implied reference to the
contrasting British and U. 8. iaternational currency proposals, on the sub-
ject of which a large measure cf Angle-Americen agreement has apparently
been reached quite recently, -- such agreement apparently involving accept-
ance of the American thesis for the creation of an international curremcy
stabilization Fund as opposed to the Keynes conception of an international
clearing union., This development, having regard to the greater reliance on
zold whieh the original American plan implied, would seem to be one distinctly

. favourable to Argentina although, obviously, it is far too early to estimate
or predict even approximately how any one country will be placed vis-a-vis
a system the wanner of whose functioning has yet to be worked out and whose
aims and purposes have not yet been made fully known. ,

L A A )

According to Doctor Raul Prebisch, Tormerly Goeneral Manager of the

Central Bank, Argentina'e attitude to gold must be conditioned by the need
(a) to ensure odequate protection of the country's intermal economy from cox-
ternal perturbations and influences inimienl to stability ond (b) to promote
the greatest possible degree of national economic cnd demographic development
Ly the fullest utilization of ell availi~blo national resources. The operction
of the gnld stendard, Doctor Prebisch mrintoins, defeats the attaimment of
those ends since it links up interasl cconomic activity with international
trade and financial fluctuations and so, inevitably, provokes thoss alternat-
ing ohases of prosperity and depressicn which sperate to the detriment of
national economic interests and sccizl wellbeing. A country on the threshold
of econcmic maturity must be free to vursus a policey of ample credit expunsion
as the means o achieving the full development cf its resources. ' The

. operation of the gold standard t'warts and frustrates that aim.,
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"Here it seems important to suzgest that what Deoctor Prebisch is: c
demning is not the use of gold in QJ ﬂnth“tened system of lnternatldn“l
finanecial cooperation, but rather the old c¢lassical operation of tho gold
standard. As he observes:

"Gold must still be called upon to pl*y its vart. In determining
its use, however, we should profit by past experience. Its former
excegsive automaticity must be discarded and its use supplemented
by other measures of proved efficacy."

Having regard tc the compositicn and structure of her national produc-
tion economy and the present strength of her zold reserves, Argentine would
scern to be strategically well placed for advantageous participation in almost
any international currency system that the economists and financiers may
devise,

(The official rate for the Argentine neso is 30 cents.)

National trade statistics and British exnort trade prosvects
The Times, Londcn, May 22, 19441 DEEe 7 '

The report on world trale after thc wayr. issued by the British National
Committee -f the International Chambar of Commerce, which is o strongly
argued case for multiloteralism in conditions of free enterprise under the
umbrellsa -of internationally agreed machinery to be embodied in an Economic
Code, contains twe immortant footnotes. One is a2 gstatistical note by Dr.

W. H. Coutes =2nd Profesasr G, A. Duncan cmphasizing the need for fuller and
more systematic statistical information if efforts to modify the trade
cycle are to succeed. It is not encugh that statistics on trade, employment,
income, prices, the financial system, etec., in the leading countries should
be expanded; it is just as important that they should be as nearly as
possible comparable. Some international machinery is needed snd the minimum
list of series of required statistics set out by Dr. Coates and Professor
Duncan could be taken as a bq is for discussion by statistiecians of the
'.pr1n01gal countries. ‘

The second footnote is o supplementary report on the Host-war prospects
.. of the British export trade. The authors urge what they describe as the
. "hard path." They are in favour of improving efficiency and physical out-
put per unit with the largest possible proporticon of highly specinlized
articles; of securing a freer competitive field; =2nd of working for an
expansicn of world producticn and trade in general. They oppose export
forcing methods involved in trade discrimination, bila 1teralism, and quantita-
tive regulation of trade.s Their policy involves facing the issue of the dis-
‘placements which will: be necessary in war-swollen industries, in Britain
and clsewhere. If no lead is fortheoming from the United Netions or if
sufficient collaboration is not found possible the clterrnative will be
conditions in which the currents of trade, as in the 1930's, "are governed
by thc shifting pulls of politieal power without any ruling prineiple of
law and order. " i
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New vistas in India .
The Times, London, May 31, 1944, page 5

It is understood that the Govermment of India hope to have ready by
the end of this year a five-year all-India plan as a first instalment in
econemic and social development. Assuming that the war comes to an end in
1846, they hope to begin putiing the plan into partial operaticn in the
year 1947-48. Its scope and terms cannot yet be foreseen, but the financial
regources which might be made available are bhelieved to be considerable.
Most of the provinces and the larger Indian States have built up substantial
reconstruction funds out of their wartime revenue surpluses, and, as the
Finance Membor, Sir Jeremy Raisman, announced in his lagt Budget speech,
ths Central Govermment are considering the possibility of reinforcing »ro-
vineial revenues by the introduction of death duties on non-agricultural
nroperty. According to Sir Jeremy's estimate, a sum of 1,000 crores of
rupces (B750,000,000) may, assuming certain favourable conditions and a
determined policy of taxation and Govermment borrowing, become available
for reconstruction during the first effcoctive five years. This estimate
does not take into account private investmernt, for which a fair share of
the moncy market would be permitted to cater.

Irdian public interest in post-war planning has already been brought
to a high piteh by the publication of a so-called Bombay Plan of National
Development (sec also W.R.P., March 21, 1944). To realize their cbjectives,
the authors of this plan proposc a programme of investment which they esti-
mate will raise agricultural producticn by 135 per cent, and industrial pro-
duction by 500 per cent. They meko broad suggestions as to the ways in
which industrial investment should be distributed, giving priority to the
development of power resources and tc basic rather than consumers' gocds
and industries. : '

The total sum required for investment in agriculture and expenditure
on social services and public works is, according to the authors' estimate,
10,000 crores of rupees (B7,500,000,00C) over a lS5-year period. That,
however, is in terms of 1931-39., In terms of post-war rupess the sum involved
is likely to be nearer 20,000 crores. The authors propose to find this sum
mainly from internal savings, sterling balances, foreign loans, and "ereated
money." Taking the vnlan as a whole this "crcated money" amounts to about
one~-third of the total expenditure; but it is estimated that in the third
Tive-ycar period the amount of "created money" would come to nearly one-half
of the totel expenditure during that period.. A danger to economic stability
which they foresee in this methcd of financing is reflected in the authors'
recognition that "practicnlly every aspect of cconomic life will require
to be s0 rigorously eontrolled by the Govermment that individual liberty and
freedom of enterprise will suffer a temporary eclipse." Their plan is con-
sequently one which, as they say, postulates the existence of a national
Government enjoying popular support and exercising cconomic  jurisdiction
over the whole of India. \

Between the Govermment and the industrialists there is no difference
on general purposes, Where they differ is primarily in their estimates of
what is technically, financislly, =and politically possible. It is
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demeonstrable that what the industrialists offer in the field of social
services: could not in fact ‘be plven £or thc mcney they propose t, spend.
Also, thoy nezlect to deal 'with the badgetary groolem of meetlnb the vast
recurring costs involved. ‘And thcy are thuugﬁt to hdveé dver-es timated the
financial resources available, which means thqt “the deflclt to’ be made good
by inflation has been mlnlmlzed

The industrialists' method has been to state desirable objectives and
leave the detailed »lannlng of practicable schemes to the future. They
estimate that three to five years of preparatory work would be necessary
before they could begin to put their plan into operation. The Government's
method (by Govermment is meant tlhe Central, Provincial, 'and State Govern-
ments) has been to plen from the bottom up “xas--thrrugn the stages of
collection and collation of suthoritative data, decisions on policy (taken
after consultation with non-official opinicn), the preparation of detailed
schemes by appropriate departments of the Central, Provipeial, and State
Governments, to final complete plans which, as. ut&t?d -are expected to
appear before the end of the. present-year.-- : e Lo S A

NETHERLANDS EAST INDIES

New Netherlands Indies bank :
The Financial- News, London, May 18, 1944, pase 2

he Government of the Netherlands Fast Indies, in co-operationuﬁith ,
the Netherlands Tradinz Co., the Netherlands East Indies Commercial Béarnk, -
and the MNetherlands East Indies Discount Co., has founded the Netherlands
East Indies Bank. The new bank has been established to further an effective
economic reconstruction and a speedy and orderly funetioning of the money
circulation and credit system in the Netherlands East Indies. Headquarters
will provisionally be in Paramaribo, Netherlands West Indies.

The bank, which is zcting as cashier for the' Government, will arrange
for money supplies in the liberated territories of  the Netherlands East
Indies, will finance imports and exports, and will engage in bankers'
business and all activities of trade and enterprise’'in’ the’ widest sense.
That it is meant to be a temporary institution is uv1aent from the articles
of association,.whieh provide for the company to be wound up in December 1948,
unless prclonged.

BRITISH WEST INDIES

West Indian currency SR
The Tlmus, London, May 22, 1944, page 3

The Trinidad Leglslatﬁre ‘has passed a motinn recommpndlnr a 31ngle
-unified currency for the British West: Ind1es, and zn 1ntcr-c~lon1al confer-
ence tv dlqcues the subject (oee also W.R. P., May 16 19 4)
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BRAZIL

Brazilian Tribunal rules sterling lcan may be repaid in cruzeircs
The New York Times, June 18, 1944, Section 5, page 9

Two Brazilian firms which negotiated sterling loans in London to .be re-
aid in that currency are not compelled to carry out the original payment
agreement and can pay in Brazilian cruzeiros, according to a ruling of the
Brazilisn Supreme Tribunal. The ruling apporently rests on the Brazilian
gold clause law now extended to apply to external as well as internal loans
One Sao Paulo and one Rio de.Janeiro firm negotiated loans respectively in
1929-and, 1925,

The Tribunal also ruled payment in cruzeiros must be made at the pre-
vailing exchange rate in those years when the value of the milreis was
higher than now. The ruling held that if such payments represent an excess
that excess must be credited to the borrower on account of future payments.

.GREAT BRITAIN

Abnormal sterling balances
The Economist, London, May 20, 1944, pagc £88

In the course »f the House of Cormons debate cn the international mecne-
tary plan a specker estimated the abnormal sterlinz balances accumulated in
Londen during the war ot k1,000 million. He was corrected by another speaker,
who gave the figure as B2,000 million, and that estimate has quite unjusti-
fiably passed into general currency as an suthoritative figure. The latest
figures of overseas sterling holdings (cash, bills and securities) are as

follows:
Latest Date In b millions
O A R as Iy wasaiabin w s s s APPIE US4 721
B Lo e s e ifs viedie opeisis wiecs i) Qe gn.v B4 138
CORAGRE Gt aixd Siv e € iwrawis lorwarats Now ¥ . g
Mal 3308 oy sieiviess defolen vomw v guieme W MliTns mlddl 58
AUSRPalin: b vl ereinie s v v o (98T - L34k 74
New Zealand . cee ees cionioisnes NOVa, 1943 31
Argonting: os vl v oty svsvinsye wel DOCny i lA4B, 42
BEYDE sessnnssnbinssnveysses DOy IHED © 95
Cclonial Currency Beards ... Mar., 1943 45
South ALrica .... el qeas; Aphidesd 044 1
y v R 1,375

*Interest Frep Lean. 2 ey

At the outbreak of wur the sterling held in Lﬂndpn by the above countries
was around b250 million, representing currency reserves and normal worklnb bal-
ances. The currency reserve requirements have inereased considerably with the
expansion in note circulation in each country. It would, therefore, be errone-
cus to put the "abnormal" sterling balunces at more than k1,000 et present.

It is interesting to compare the growth in these balances with the total over-
seas disinvestment figure given in the White Paper on war finance. At the end
of 1943 this disinvestment amounted to 2,843 million.
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