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Ex.change Control end Quentitative Trads
Restrictions Robert Triffin

The ratification, & few days ago, of the Brotton Woods Agroe-
ments sugurs well for tho success of tho proposed Intornationsal Con-
forcnce on Trede and Employment. It may now be hoped thet en Inter-
nationgl Trade Organization will emerge during the coming yeer ond form
& netursal and nccessery complement of the Internwtional Monetery Fund
and of the Internstional Bank for Reconstruction end Development.

The ITO proposals, rocently reloused in connection with the
conclusion of the British loar negotiutions, constitute u roulistio
and constructive approach toward meny of the most’vitsl and difficult
problems confronting the world cconamy. Of special importance cre the
provisions rclating to oxch.nge control and gquuntitative trado rustric-
tions. On the first of thosc problems, the proposed ITO convention
morely refers to the Articles of Agreement of the Internetional Monetery
Find cnd to the necessity for common memborship in, and consultations
bstween, the Fund end the ITO. Quantitetive trade restrictions, on the
other hand, which wore not dcult with in the Bretton Woods Agreements,
form the objoet of deteiled provisions, far more specific in charccter
then those dovoted to exchunge control in the Articles of the Monetary
Fund.

It had often bsen pointed out, during tho discussion of the
Brotton Woods Agreements, that such limitations on the use of quenti-
totive trode restrictions would form cn indispensable complement of the
Fund's provisions on exchange control. Indeed both types of instruments
can be, snd have been, used at timos for similar purposes and with similar
results. Thus the ITO proposels are of vitel importance for ths success
of monetary ss well as of commercial cooperation by tho United Nations.
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While in full agreement, therefors, with the purposcs of the
IT0 propos.ls on quantitetive trade restrictions, I would venture to
question whether they erc well adapted to the ends sought. & first
cnd fundementel doubt rolates to thc wisdom of sepurwte treatmont of
oxchenge control and quentitative trude restrictions--at lcast when
the lattor crc usod in & comprohensive menner, for the purpose of sufo-
guarding the balence of paymonts, &s contemplated on pago 1L of the
I70 document., I would like to suggest cn ulternutive approech which
would emcompess both problems in & uniform und coordinated menncr:
the broadening, through en internationel convention, of tho type of
exchenge control legisletion recently udopted in Purcguay end Guatomale,
with the holp end wdvice of tho Board's representatives, end bricfly
dj.soussod in this Review of November 5, 1945, by Mr. Alter.

The ITO proposuls are based on a differont und, to my mind,
lurgely unworkeble or ineffectuel, approach which admits individual
retioning of oxchange by administretive discretion, within the freme-
work of a "previous representative perind" concept. The core of the
proposed commitments is thet "eny cllocation of such quotas emong
sourcos of supply should be based in so far es prunctissble upon tho
proportion of tho total imports of the product in question supplied
by tho verious member countrios in w previous ropresentative period,
t.ccount being teken of any speciel factors which mcy huve affectod
n which muy be affecting the tredoe in thet product” (pp. 1L-15).

This suggestion, &ttrcetive us it muy oppewr ot first view,
is open t» scrious objuetions:

1. First of all, country discriminction cen ersily be
brought in through the back loor «s long us ellocution of oxcheange
wrong commodities is loft to tho diseretinn of the mombers. The ITO
dscunont does not prevent this. While the criterion of = "previous
raprosentctive poriod" could, in thoory, be later cxtended to cover
commodity, &s well cs country, cllocstion, it would be completely
inappropriste in this respect, since wny wllocetion of scerceo exchango
should chenge the "represontutive” pattorn of imports in favor of the
more ossontitl, end sg.inst the loss essenticl, imports.

2. Tho "previcus ropruscntativo poriod" criterion tends
t> frcozo the chunnels of trede in a very erbitrery cnd uneconomic
menner. The resulting distortion wnd unreality will be the more markod
as ono must go further and furthor back into the past to discover ¢
"roprcsentative" period. Structural chungos brought about by the weor
meko i® extromely difficult to tccopt as ropresentetive not only war-
time, but cven pre-wur pattorns. Difficultios «ro oven grecter in the
case of tho many countries in which pro-war trade was elroady subject,
since the carly 'thirtics, to import quotas end exchango control
rogul.tion.

3. Tho recognition of these inadoquacics is implicit in
the quelifying languege used in cluuse (&): "in so for os practiccble”
end "aocount being tekon of sny speeicl footors which mey have sffocted
¢r which mey be affocting the trede in that product."” Theso quulifi-
cotions ero obviously nocessary but, in so fer as they apply, thoy
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irvelidate tho objective eriterion upon which the proposals depend for
tto prevention of discriminction.

i, It is truc that othor clsusos may be invoked in this
cr.s0 (sce clouses (b) cnd (¢) on p. 15), but they moroly provide for
informotion and discussion, wnd not for a method of rosolving diffoer-
oncos thet mey ariso botwoon membors.

Theso sbjoctions to thu "provious ropresentative poriog"
oritorion sro sufficiuntly greve to werrent study of tho cltornative
spproach montioned sbove, which has the further udvantago of being
¢qu.lly «ppliceble to oxchungo control and quantitative trecdo restric-
tions. L. gonersl doscription of tho system mey bo found in Mr. Alter's
erticle. Basicolly it oliminctes diseriminetory preoctices at tho roots,
by outlewing the whole procedure of pdministretive rationing and allo-
cotion, substituting for it o flexible and impersonal system besed on
the froe interpley of availcble exchenge supplies end currcnt domend.
Troders mey buy whetever they vleese wherover they ploaso (prosumebly
frrom tho choapest saurcc of supply) subject only to the auetisn promie
thet would erise with respect to less essentinl catogorics of trens-
astions. Verious nandatory provisions muke the system cs lergely non-
discretionury &s possible snd go much further then the ITO proposels
towerd guercntoeing "oquality of troctment” without freozing trade
iato uneconsmic chennels. In so far us sutomatic mechunisms arc sub-
stituted for erbitrary discrotion, the difficultios roiscd by the
"roprosentative porind” criterion do not even erise. Confliects ero
roduced to & minimum end the smell renge of discretion left to
netionsl administretion cen casily bo brought under the control or
supervision of en internutioncl tuthority.

The altornw.tive procedure hore suggested nlso incorporates,
in concrete orgenizetionel terms, the rocommond-tions of parsgraphs 2,
Ly, cnd 5 of Section C and of the whole Section F of Chepter III of the
1T0 document. Spocific roference is made, in the Guotomalen legis-
letion, to the subordination of the nationel oxchengo control system
to the internstion.l cgroemcnts or cunventions cccepted by Guatemela.
The introduction of controls is permitted only whon cortein concrotely
end stotisticelly defined critoria wre mct and is, ovon then, subject
ta2 the Fund's or ITO's approvel. Tho restrictions erc solf-liquidating
end will automutically diseppecr when exchange bocomes aveiloble wguin.
The enses of incaonvertible cnd of scarce currencies aru also provided
for in the logislation.

It hus becn srgucd at Chepultepec thet some controls might
be justified, oven whon oxchenge resorves ere moro than emplc with
relution to current bel.nce of puyments needs, in order to ensure the
utilizotion of those reserves for purposes »f aeconomic development.

If this be agreed to by the ITO, some controls or quotas might be
ostablished for a few clunrly defined cutegorics of uncssonticl
srunsections, whilo the bulk »f imports remecin entirecly fres of such
rostrictions. Even in this cuse, tho mothod suggested in this piper
would, with minor modificctions, constitute o bottor safoguard cgrinst
rbusoe than the "provious ropresentative period” critorion.
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German Holdings in Switzerlund R. E.

Towerds the end of November 1945 w«n officiel stctoment wos
issuod in Born by the Swiss Cluaring Office giving preliminery figurcs
for Gormen cssots in Switzerlend. Moro then 25,000 doclaretions woere
recoived, muny of them incorrectly or incompletoly filled out, thus
ceusing deleys in tho publicetion of the rosults of the investigation.
Further dolays occurrcd because special legisletion hed to be passed
to 1ift tho profossional scerucy of the luwyers which wes possible only
aftor prolongcd nogotictions. 4£ccording to the Clouring 0ffice, an
cccurato wnelysis of these intricute declarutions ontuiled considercsble
difficultics «nd work. The preliminury report (which includes figuros
fer Licehtomstein) shows German holdings in Switzerlend os follows:

Millions of
Swiss fruncs

Assets hold by persons demiciled in

germeny (oxeluding Swiss nutionals) 371
Assoets held by Gorman nationuls
domiciled in Switzorland 25l

rsscts hold by Gorman nationels «nd
Germen-controlled corporctions in

third countrics A 79
4ssots held by persons domicilod in
tustria (cxcluding Swiss nutionels) n

Assets hcld by porsons domiciled in other
.reas formerly belonging to Greuter
Germeny {excluding Swiss nutionels) 7
Total 752

In eddition epproximctely l;,000 declarctions arc still
ponding involving tho following c¢stimuted wmounts:

¥illions of
Swiss frones

Assots hold by German nctioncls domiciled

in Switzorland 120
Assots hold by porsons domiciled in former
Groater Gurmony 90
Lsscts held by Gormens domiciled in third
countrics _§2
Totel 235

The totel emount of Gormun usscts in Switzerlend thus
cpporrs to bo close to one billion Swiss frunes. However, it must
to cmphesized thet this figure should be cecepted with reserve end
thot it is not as yet fin.l. It muy be of interost to point out thot
cstimetod Swiss clanims blocked in Gerrany emount to betwoon throe and
four billion Swiss francs.
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Russia and Bretton Woods Alice Bourneuf and
o alexander Gerschenkron

Russia's failure to join the International Fund and Bank
prior to the deadline of December 3] has, at least for the moment,
dimmed the prospects of economic collaboration with Russia. At the
sene time, it is disconcertingly difficult to discover the rationale
of the Russian ettitude. The first explaenation thit comes to mind is
thot Russiec mey consider the obligetions she would incur ¢s too hoovy
in reletion to the adventeges offered to her by these organizetions.
Yot & scrutiny of the principal obligations which Russina would hi.ve
to fulfill doos not lend much support to this supposition.

Tho obligution to maintain the per value of the currcncy is
camperatively light in the ctse of Russia (&) beeause in conditions
of ¢ complete steto treding monopoly & change in the rate of exchenge
must be judged loss in torms of economiec cffcets then in torms of
vdministretive convonience, and (b) becsuse it is stoted in the Fund
Agroement (Artiele IVy Section 5, 6) thut "o momber muy change tho pear
veluc of its curreney without the concurrence of the Fund if the chango
docs not nffcet the intornctionel transections of members of the Fund."
There is little doubt that the Fund would wgroc thet this provision
applied to & chengs in the rete of the ruble. For the Russicns could
bc relicd upon to find woys end moens by which cven such transcctions
w8 tourist oxponditures in, or emigraont remittencos to, Russiea would
remein unaffectod.

Similarly, the obligotion to aveid restrictions on current
irternetional poyments is of vory limited importence to Russia. 4s
lcng os the Russicns control the curront trensactions which give rise
tc curront peyments, avoidencc of rastrictions on poyments docs not
nocosstrily load to uny subst.nticl chunge in Russia's foruvign trede.
The only possible exception refors to remittences to othor countrios
by porsons residing in Russia. Under tho sgroement, such romittincos
will be rugerded "without limitetion" cs current peymemts only if thoy
Lre "moderate” end designed to cover "femily living expenditurcs." The
Russinon experts ot Bretton Woods registerad o reservetion agoainst cven
this limited intorprotation cnd suggested that tho definition of such
trenscetions &s currcnt or cupitel trans.ctions should be left to
speeicl wgroements betwoen the Fund and the members concorned. The
crounts in gquestion would cort.inly be very smell, particularly
boceuse foreign workers in Russie usuclly heve hud privete contrects
under which parts of their sclaries or wagos could be trensferred
ebroed. st cny reto, the Fund Agroemont givos Russis sufficiont power
o hold such romittances to o nogligible lovel.

The Fund Agrecment imposcs upon membors the obligation to
rofrein from discriminatory curroncy prectices. Yot, it is ogoin
o>vious thot o state treding monopoly country, whero not only the rete
of exchengo but also the prices ere controlled, mey indulge in dis-
criminetory policiss while applying tho seme rote of oxchenge te &ll
trenscotions with sll countrics. BExchenge reates moy be o somowhat
moro conveniont instrumont of discrimination thun are pricos but this
is herdly cn importont consideretion, It is only under the torms of
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tho "State Treding™ section of the “Proposels for Expansion of World
Trede tnd Employmont™ that Russic would be subject to the formel,

&l though probebly not superviscble end not enforceable, obligation
tc cbstein from discriminetion in trade. But of course Russia could
bccome o momber of the Fund without even joining the prospoctive Inter-
netionel Trede Orgonization. Thore is nothing in the Fund fgrooment
tr.et might provent the Russians from ottempting to esteblish, by use
of discriminetory trede pructices, & Russien economic bloo, sey, in
Eestorn Europe, if this be thuir gocl. It is possible thut adheronce
tc tho Fund of countries in Eastern Europe night tend to render more
difficult Russia's efforts in this diroction. However, ell throo of
the countrios in Eastorn Buropo which wereo sligible to sign tho Fund
snd Benk Agreemonts (Yugoslevie, Czochoslovakia, Poland) did so before
Docamber 31, 1945, end thoro is no indicaticn that Russia attempted

to interfere with their wctions.

Another o>nsideration may bo montioned, In goneral Russia's
foreign trade opsrations in the past havo boen conducted in foreign
currencies or gold. Thus, forcigners have hed no occesion to buy or
soll ruble baelences and murkot fluctuwtions in the value of the ruble
huve been impossible., Russia might find it disegreeable if her membar-
ship in the Fund were to lead, against hor will, to the acquisition of
substontial ruble balances by foroigners. But such o development is
quito umlikely, if not impossible. It is true th.t under tho fgreement
the Fund would reccive rubles from Russia to the umount of over 80 per
cont of her quote, and thet further ruble amounts would accrue to the
Fund as a result of Russia's borrowings, But if the Russians desire
to continue to conduct thoir trede in currencies other then the rubls,
foreignors would have no occasion to obtein rubles from the Fund, &nd
thore is little in the Fund to provent the Russiauns from pursuing such
a policy.

It is conceivable thet in tho cese of countries with which
Russie may heave & considerable oxport surplus for which sho insists
oa boing paid in convertible foroign exchinge or in gold, the govorn-
nonts concerned might exert pressure on the Fund and cuuse it, in turn,
t> press Russisa to agree t> sccopt payment in rubles obtained through
tae Fundni/ Such pressure is likely to grow strongor if Russia should
davelop &n over-all sxport surplus in her foreign trado as mey well be
the case in tho next decade. In goneral, it is proboble that Russia
would prefer to cccurwmluto gold or dollars raothor thun to inereaso her
drewing rights on the Fund, Moreover, the acceptance of rubles in
peyment for Russian exports might prosent certain dangors from Russic's
point of view in that 1t might, to sone extent, widen the nurket for
ruble notes smugglod cut of Russic and thus tend to induce such
sauggling on s lurgor scale. All this is imoginable but herdly very
serious. Russic could refuse to be persucded by the Fund euthorities
end still insist on payments in convertible funds; or she could agree
to sccept rubles on & very smell scele. At any rate, in such a cnse,

l/‘Members 5T Tho Fund &ro not in genereal obligated to> malntain their

= osurrencies convertible into gold or foreign exchunge. Thoy can
live up to their obligetionms by converting belunces of thoir curren-
oies held by othur members into tho currcncies of those members.
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she could protest effoctively should she discover that the ruble
holdings of the Fund were not rcduced by the full equivelont of tho
bulances converted. It would be surprising indeed if considerction
of such remote contingencios had influonced Russia's prosont ettitude
to the Fund. '

Tho only romeining major obligation is to supply economic
informetion under the Fund Agrcement., The portinent provisizns may
irdeod be looked upon with disfevor by the Russiens. One could argue,
s:mewhut cynically, that the Russians could simply provide incorroct
figuros., Yet, evon if wo assumc thet thce Russicns desired to do this,
t: supply false statistics over & long period of time is not an casy
mcttor. In the past, ot wny rete, tho Russiens tended to suppress
rether thun felsify stutistical informetion.

It is true that cortuin items of informution requirced undor
the Agreement, such us gold stutistics (holdings, output, oxports),
pricos, and tho invisible currcnt items and cepital movoments in the
belenco of peymonts, werc oither not diwvulged ot «ll in tho lust 10
or 15 yours or divulged sporadicelly or in a disguisod fashion. But
it is els» true, first, that we heve a reasonably good idea of some
of' these items, and, second, that the Russiens probebly could still
successfully resist demends to sup»ly very deteilod informetion. it
any rote, this information seems to touch only vory indirectly on the
question of Russia's militery security.

While tho supplying of informstion may be annoying to the
Russiens end rogarded by them es « disadvuntogo, this discdvantege
mist be messured in terms of the advuantoges they mey oxpect from the
Fund. From the point of view of the Russiens, tho adventeges of the
Fund are fourfold: 1) stability of exchange rates; 2) meintenence of
the role of gold; 3) cbsence of vxchunge discriminetion egeinst Russia;
and l}) the credit fecilities. Since the Agrecmont hus been signod by
mombers having more than 65 por ocent »f the qustes, the Russians will
bonefit with reospect to exchange stebility und z0ld cven without beeoming
mombors of the Fund. It is different with regard t> the third and fourth
points. The advanteges of the former arc self-evident, and therc is
likowiso little doubt that the credit facilities of the Fund can play
on importent role in Russia's forcign oconomic relations in the ycars
t> come. Whilo it is necessary to combet oxaggoretecd notions of the
Rassian need for credit (es for instuncc the irmlicd notion of the
Colmor Comnittee thet the Russiuns may be willing to roduce thoir
military expenditures in oxchunge for « locn), foreign louns arc
doubtless of great importence to Russie for eliminating numerous
bottleneeks in the process >f roconstruection. Absenco of foreign
1oans would grontly hempor this process. It should be noted thot,
uader the spocific conditions of « plunned cconomy country, the use
of Fund loens for rcconstruction purposos is pruectically impossible
t» prevent.

To be sure, tho Russians wre moro inturestod in long-tornm
then in short-term credits; it is true thet they would like to borrow
on more favoruble terms than those to be granted by the Fund. But
thorc is little doubt thut they could profitebly utilize every cent
they mey receive from thu Fund. Morsover, the very fact of their
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menbership in the Fund end of their access to its rcsourccs would be
likely to improve considerebly thoir bergaining position with regcrd
to long-term lowuns obteineble from other sources. At eny rcto, it
would seem thet tho urgency of the Russian domund for foreign loans
should be very much more importent than the reletive inconvonience
of divulging oeconomic informetion to the Fund.

This is porhaps loss convineing in the case of tho Bank.
There tho advantage of credit facilitiovs is offset by the sharing of
tho eggrogate croditors! risk which might involve e drein on tho
Russian rescrves of gold and foreign oxchange. Apart from gonerel
quostions of economic cooperation, Russie's perticipation in the Bank
gucrantes would probebly be tho most tungible advantege the United
States could -derive from Russien participation in the Bretton Woods
orgenization, By the seme token, this participstion would be the most
pelpeble obligution Russia would underteke in eccepting tho lgrecments,
But if this considerutisn deterred Russia from signing the Brotton Woods
izrooments, it is still not cleer why Russia did not adopt the seme
stretogy s Colombia by signing the Fund dgroeenont while rofroining
fron signing the Bank Agreement,

It has boen mentioned in public discussions on tho subject
in rocent duys that Russie hag been rcluctant to join an orgenizetion
whoro it 4id not possess the right of vetolng the Jdecisions wnd resolu-
tions of the orgonizstion, It is true that the Russiuns hove insistod
on the veto right in tho UNO wnd on othor occesions. But they nover
cleimod this right et Bretton Woods; «nd to assumo thut the Russians
would under no circumstunces join an internetional orgunizetiosn unless
they had at loest such & nogative instrurent for determining its policies
sooms to undorestimute the floxibility >f Russien policies. It is
difficult to believo thet the Russiuns would forego concroto advantages
for the seke of an ebstract orinciple. With regord to genorel policloes,
whetcver influcnco the Russicns mey have in the Fund und the Bank, it
ig olocr thut it would bo larger if they were in rather thon out. With
regard to policy toward Russia hersclf, it is possibloe that the Russiens
ney four thut thoy would receive less than feir {routmnent in the Fund
urd the Benk., Tho Russiuns moy consider that o vet: power wuuld be
usoful to them in proventing certuin decisions dirccted ageinst thone
solves. But it is 4ifficult to think of decisions t> be token by the
Board of Governors of the Fund under the Fund Agreemont which would
vlaco Russie et o grouter disadventage thun she would inflict up~on
herself by her feilure to join the Fund.

Thus o serutiny of possible Russiun motivetions, to the
extent that they may be found in tho Ligreoments and in the rode of
operctions of the Fund, does not sug ost & rationul motivo for Russia's
remaining ~utside the Fund, This eonclusisn is reinforced by the fact
thet none of the reservations Russiu made et the conclusion of the
Brotton Woods conference sesms to concern o nettor sorisus cnough to
justify Russia's sbstention. '

It is difficult, thoroforo, to escape the improssion that
the rossons for Russia's sttitude are of a tactical nature &nd ox-
trenoous to the Bretton Woods orgunizetions. It may bo that Russia's
policy is dicteted by the hope that she will bo eble to use a subsoquoent
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of?er to join the Fund s o bargeining weapon im order to obteln con-
gussions from ebroad, perticulurly from the United States. In other
worrds, tho Russian povermmont mey boliove that if Russie had joined
bofore thoe end of 1945 it would have obtuined fow edditionel advunteges
beyond having created good will. &t & later date, the govornnont may
bo eblo to obtain & more tangible quid pro quo es tho price of wudherunce
to Brotton Woods., This at least is & rationsl oxplenation, and one which
u130 appeers to conform to the observed pettern »f Russian negotiation
tazties. If this be the pclicy, it is probebly ill-concoeived in tho
prasont ceso., The esteblishment of the Fund end the Bank is assurcd,
anl it is more than doubtful thet Russia's deeision to disrogard the
doadline of Decombor 31 can &dd appreciubly to Russia's borgsining
position. In fuct, as for os the intaengible but importent clemont of
£ood will is concerned, the Russicn attitude is likecly to heve weekonod
rethor then strengthonod Russia's hand in future negotiations.

Those who believo in the importence of Russia's integrution
into the world oconomy and in thc bonefits of broad economic conporaetion
with thut country for the cuuse of poecc wnd rising wolfere will still
wélcome Russic's adhercnce to the Fund end would regord it us unfortunate
if any obstacles were to bo placed in the path of Russia's entry. But
they would rogerd it &s unjustifinble end es an 1ll omon for thc ceuse
of this cooperwtion if Russia should oxpect the United Statos to pey a
special prico in ordoer to induce Russie to join.

Bretton Woods Institutions with Present Signatoriss
As Members Alice Bourneuf

This note analyses the position of the Fund and Bank if' the
membership is confined to present signatories of the Agreements as
compared to the position with full membership of the countries rcpre-
sonted &t Bretton Woods. The analysis is confined to the quantitetive
chienges in the ussuts and the distribution of voting powoer in the two
institutions. It appours thet the Fund would be in & strongoer position
to meot demends upon it with the prescnt signetorics as mombors. Thoe
Bank's operwutions would be curtuiled but its ability to moet the demands
of" specific borrowors would probably be unaffccted und its overall
finencisl position would be 1ittlc chungod.

The following table shows the stotus of Fund and Bunk sub-
scriptions and memborship on thc basis of those countrios which signed
the Agreemont prior to the December 31, 1945, deadline,
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TABLE 1
FUND AND BANK SUBSCRIPTION AND MEMBERSHIP

Prosent - Full Por cont
Signatoriss| Mombership of
{In millions of dollars)| 1 to 2

Fund Quotes 7,32h%¢ 8,800 83.2
Benk Subscriptions 7,600/ 9 1005/ 83.5
Mumber of Fund Membeors 35%. 37

Number of Bunk Members /

1/ The differencos botween tho total Fund quotes and Benk
subscriptions is wecounted for as follows. The United
States subseription to tho Benk is 3,175 million
dollars s compurcd to its 2,750 million quote in tho
Fund. The subscriptions of Leatin Amcrican countriocs
t> the Bank sre somowhat smellor then their Fund quotes.
Colombirn joined the Fund wnd not tho Bank.

2/ Tho difforconce betwacn the Fund cnd Bonk total is

= tccountud for by thu Colombian netion.

3/ Not including Dormerk which is in & spocinl category
and will be cllowed tc sign es soon as egroeoment is
ronchod on its quote.

The countrics which did not sign the agreements cnd their
- Fund quotas end Bank subscriptiosns are us follows,

T/BLE 2
SUBSCRIPTIONS OF NON-SIGNATORIES
Fund ~ Benk
Country Quotes |Subscriptions
: (In millions of dollars)
Russia 1,200 1,200
rustralia 200 200
Now Zealond 50 50
Venczucla 15 10.5
Haiti, El Selvador, Niearagua, ’
Liberia, Paname 10.5 L.5
Colombia ' 35
Total 1,475.5 1,500.0

Thero is reason to belicvo that ut loast some_ of those
countries will apply for membership in the ncear futurc,l/and mey be
«dmitted to memborship by the Bowurd of Governors befors the Fund end

17 Vontzuclc ssked to sign before Docembor 31, 1905 with o rosorvotion
T rogerding exchenge controls and was not «llowed to do so,
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Benk actumlly begin operations on the semc terms as if' thoy had signod
before Docember 31. Also, somc countries not roprosented at Brotton
Woods mey be admitted to momborship bofore long. However, the probea-
bilities that Russia, Australis, and New Zoaland will not apply for
memborship in tho near future arc sufficicntly groat to meke it worth-
while to consider the distribution of quotas and voting power and the
finencial position of the Fund end Bunk on the assumption thut for e
timo at least tho present signatoriocs of the igreements constitute the
actual mombers. Tho ebsence of Russiw, Austrelin, Few Zosland, end tho
othors incroascs substentially the proportion of the assuts of the two
irstitutions contributed by cuch of the prosent signatorios end also
cach country's percontege of thc totel voting power. Tho Unitod Statos
erd tho Unitod Kingdom together on tho besis of the presont signatories
have 50 per cent of the totul Fund voting power rathor then 41 per cent,
end 54 per cent of the totel Bank voting power rather than L per cent.

TLBLE 3
INTERN:TIONAL MONET.ZRY FUND

Percontego Qf Quotas |Pereentage of Voting Power
Country Prosont Full Prcsent Full
Signatorics|Membcrship| Signetorics | Membership
United States 37.55 31.25 32,8, 26.03
United Kingdom 17.75 14.77 16.16 13,378
China 7.51 6.25 7.01 5.81
Frence 6.1 5.11 5.79 L.80
Indie 5.46 L4.55 5.18 L.29
Cenede L.10 3.0 3.96 3.28
Netherlends 32.75 3.13 3.66 2.03
Belgium 3.07 2.56 3.0L 2.53
Totel Letin fmerice 6.34 5.57 9.96 9.7%
Other countries 8.33 23.40 11.1 25.11
Total 100.00 100.00 100.01 99.99
TLBLE L
INTERNATIONLL BZNK
o Perccntago of Quotus [Percentege of Voting Powor
Country Prosent Full Prosont Full
Signatorics|{Memborship| Signatorics Mombership
Unitod Stotes L1.78 2,.89 37.87 31.37
United Kingdom 17.11 14.29 15.68 12.99
China 7.89 6.59 7.4L0 6413
France 5.92 195 5.62 L.66
India 5.26 LL.LLO 5.03 }4017
Cenada .28 3,57 Lol 2.3
Notherlands 3,62 3,02 3,55 2.9,
Bolgium 2.96 2.47 2.96 2.45
Totel Latin fmerica 3.76 3,68 7.2 7.9L
Other countrios 7.43 22.13 10.51 23.93
Totel 100.01 399,99 100,00 ~ 100,01
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The percentege distribution of the Fund's assots as between
ths currencies of probuble lenders through the Fund end tho currcenciss
of probuble borrowors from the Fund, and tho percentege of gold and tho
currencies of probablo lenders to the meximum normel drewing privileges
of the other countries, aro substentially altered by the ecbsonce of the
countries which did not sign before Deccember 31. (See Tcble 5.)

The percentagvs given under Itoms 6 und 8 of Table 5 show
that the position of the Fund in tho sonso of its wbility to mect
probeble demsnds for strong currconcies on the basis of initisl sub-
scriptions to the Fund is much strongor with the presont signetories
s mombers then it would be with full mombership. This is o consoquence
of the fact that Russie und most of the other non-signatories arc all
prospective borrowers from tho Fund or, at loest, not probuble lenders,
It 21s0 reflects tho fact that the gold and dollur contributisns of all
thise countries which did not wccoept mombership is & smallor porcontage
>f their totel quotas thun that of those which did wccopt mombership.
Th: result is that tho probebility that membors will be oble to obtuin
strong currencios from the Fund up to tho wumount of their meximum
noroel drewing privileoges ig groater with the present signatorics as
menbers than it would be with full membership. .

TABLE 5 |
INTERNAT IONAL MONETARY FUND - ANALYSIS OF ASSETS
(In millions of dcllars)

’ ‘ T Present - Full
Signetories Memborship

1. Subscriptions of the United States
end Canada (gold end currency) 3,050.0 3,050.0
o Gold or Unitel Stetes Dollsr Sub-
scriptions of Other Countrics;/

N

755.7 9l7.9

%2, Total Gold and Currencies of .

Probuble Lendars T.B05.7 Z,597.9
L. Currencies of Other Countries 3,518,% 14,802.1
5. Total Assots; Item 3 + U 320, ,800,
6. Porcentege of Item 3 to 5 52 % Ls 4
7+ Muximum Normel Drewing Privileges

of Countrios other than the
United States und CunadeS 5,029.7 6,697.9
8. Percontsge of Iten 3 to 7 76 % 60 %
1/ Fstim=ted required gold and United States dollar 'subscriptions on
T tho basis of ¢stimated gross officisl gold and dollar holdings as
of June 30, 1945. Actual gold and doller payments will dopend on
net officiel gold and dollar holdings as of the date on which
countrios having 65 por cent of the quotes ellocated at Bretton
Woods have agreod with the Fund on initiel par wvulues of thoir
currencies wnd the Fund is rosdy to begin ¢xchange transactions.
This probebly will not beo bofore fugust 1 but could conceivebly
be &s early ws July 1, 1946,
2/ This is oqucl to total quotas minus the United States end Cenadien
T quotes plus the amount of gold and United Stetes dollears contributed
by countrics other thun the United Stutes or Cenede (or Item 5,
minus Item 1, plus Item 2 in the teablo shown above).
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The pusition of the Bank is tlso asltercd but not sub-
scanticlly. On tho basis of the present signstorics of tho Bank
Lgroement, the subsceribed cepitol of the Bank totals 7,600 million
dollurs rether than 9,100 million. Sinco tho total loans and guarentees
o’ the Bank oen not oxcoeoed the subseribed capitul plus accumulaeted
surplus and roservcs, thc Bank's power to meke and guarentoe loans is
correspondingly curtailed. The probability is that Russiat's borrowings
from the Benk might huve oqualled her subscription so that the ability
2f" othor countries to borrow fron the Bank is probebly not cltered by
the fact that Russia is not o momber. Furthernmcre, their vrospocts of
borrowing dollars &re not affcoted, s they arc in the case of the Fund,
becuuse the Bank's ability to lond dollars or guerantec 2ollar loens is
not lirited by the amount of yold end dollars subscribed to tho Benk
but may be as large «s the Benk's totzl powor to lend or guarantee loans.,

Tho percentege of the United Stetes subscription to total
subscriptions to the Bank, es shown in Table 3, is incrcased from 35
per cont to L2 per cont which is & meoasure of the nercontage shuroe of
tho United States in the ultimate risks of tho Benk's oporgtions. Any
Judgment as to the offoct on the ultimate solwency of the Benk, in the
sense of its ability tc meot any losses on its loans wnl guarantees, of
the ubstention >f Russie and the othor countries from mombership, must
rast on assumptions as to thoir ebility and willingness to live up to
their obligotions under the Bank Agrcement,

It is frequoently arsuod that countries like Belgium, Ceneda,
Fronco, the Netherlends, the Union of South Africe, tho United Kingdom,
the United States, and Russie src the c¢ountrics reprosented gt Bretton
Woods which could be counted on most corteinly to mect calls on their
subseriptions cven though poyments were culled in United States or
Cenadian dollers. On this assumption, Teble & shows that tho Bank
could be most certain of 77 por cont of its totul subscriptions eithor
with the presont siznutorics us mombers or »n the basis of full mumber-
ship. Howover, any cssumptions cs to the cbility »f various countrios
to meet their obligations to the Bank at somo time ton or fiftcen yeurs
from now cen be little more than pure gucsswork.

TABLE 6
INTERNATIONAL BANWK SUBSCRIPT IONS
OF 4 SELECTED LIST OF COUNTRIES AS
COMPARED TO TOT/L SUBSCRIPTIONS
(Millions of dollars)

Present Full
Sipgnatories|Membership

1. Total Subscrictions 7,600 9,100
~ 2, Subscriptions of
Selacted List of
Countries 5,850 7,050
3. Porcentage of 2 t» 1 77 % 77 %
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4 Now Foreign Exchange Rate Structure far
the French BmMpiro ' Hens J. Dernmburg

The monetary unit thr-oughout most of the French Empire is
the fruno; noteble exceptions are the niastre of Prench Indo-Chine,
which before the wur was pegged to the Metropolitan frenc at the reto
of 1 to 10, end tho Syrion-Lobanese pound, which wes cttached to it
et the rete of 1 t5 20, In the pre-war perisd, the franc currencias
of Fronoh colonisl wress were held et per with the frune of Metropsliten
Frenca.

During the liberation period, there was a definite trend
tcward restoring in the French colonies franc currencies which would
be at par with the Metropoliten franc. The recent franc devaluation,
hcwever, is breaking with the tradition by creating different franc
zcnés. The new policy, although dictated primarily by oconomic con-
ditions, seems to be in line with certein political tendencies to
liborelize tho organizution of the French Emplre and to give eventuslly
ogch colony or protectorate e status commensurate with its development.

Both politicul and financial developments in the French Empire
ir. the last five yours seocm to have had a bearing on the detoermination
of tho recontly osteblished rates and it mey be helpful to review
certain facts. From March 1941 until Februery 1944, the French colonigs
urder control of Generel do Gaulle werec members of the storling aroa.i/
Tke frenc was pogged to the pound sterling at 176-5/8 which was the
oxchange rate provailing beforo the wear for lMetropolitan France. The
ccrresponding doller rate was L43.8 fruncs to the doller (1 franc =
2,26 cents). When Syric and Lebenon beceme members of the sterling
aree in September 1941, the Syrian-Lobenesec pound was pogged to the
pound sterling at 8.83; this rete corraesponded to thut of 176-5/8
frenes to the pound, one Syrian-Lebanese pound huving an exchingo
velue of 20 fruncs.

After the landing of Allioed troops in North Africe in
November 1942, the Allies set exchange rates for these formerly
Vichy-controlled colonics., The originelly establishod rates of 300
frencs to the pound sterling and of 75 frenes to the doller werc
chiengod in Februcry 1943, as a result of French reprosontations at
the Casablence Conforonece, to 200 frenes to the pound and 50 francs
to the dollar (1 frane = 2 cents).

The disperity betwoon the "de Geulle franc" and the North-
Africen franc was wbolished through the importent Franco-British agree-
ment concluded on February 8, 1944, in Algiors (Algiers Poct). The
rete of 200 frenes to the pound wes mude the uniform rote for tho
cntire French Empire except Indo-~Ching, then still under Jgponcse rules.
Correspondingly, by egreement with the United Stutos Tressury, the rate
for the doller wes ostablished at 50 francs,

T,/ Thoso includod originally Fronch Lquetorial Africe, Cho Cemeroons
T under Fronch mandato, Freonch Ocepniu «nd Fronch Estcblishments in
Indie. 1In thoe courso of time, Syria end Lebanon and Madagasoar

woro added,
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As & result of tho Algiors Pact, membership of the Fronch
Colenics and Mendetes in the sterling ares wus terminated and the
frenc bloc reestablished. Sinco the Fronch hid guarsnteed to meintain
the stebility of the Syrian-~Lebanese pound with rogard to sterling,
speeisl treetment wes given to Syria and Lebanon. Those mandwtes wero
pluced in the frenc bloec, but the Syrien-Lobaonsese pound romeined pogzed
to tho pound sterling. The rotes were fixed us follows: 1 Syrian-
Lebancse pound = 22,65 frencs and 1 pound storling = 8,83 Syrian-
Lebunese pounds.

Prior to the liberation of Metropoliten Franco, the reate of
200 frencs to the pound and & corroesponding dollar rate wore &lso
egrecod upon for Metropolitan Fr.nce, thus rcstoring perity of the
caolonial frenc currencies with the Metropolitan frane. However, this
perity was sbondoned with the doveluation of the franc offoctive
Docembor 26, 1945, since develuction did not teke place at o uniform
ruota throughout the Empire, As o rosult of the devaluation, tho
"frenc zone" now includes throc sectors in oversoces territorics:

(e) The currencies of Algoria, Tunisia, Morocco, the intilles,
and French Guianc were devaluod et the semo ratio us the Metropoliten
frene (58.3 per cent) and will therefore remunin ot per with it. Their
new exchange valuo is 119.10669 fruncs to the dollar (1 franc =
.8l cent) and 480 frencs to tho pound sterling.

(b) The frenc currencios of the romaining African Colonie 1/
and of Saint Pierre and Iiguclon were develued at a lower ratioc (29.1
per cont) than tho Metropolitan frene end 1 loccl frunc of thesc arcas
now oxchonges for 1.7 Metropoliten franes. Their new cxchange veluo
is 70,06 francs to the dollar (1 frane = 1.43 ccnts) wnd 282.35 franes
to the pound sterling.

(¢) The currencies of New Ccledonia, the New Hebrides, the
Fronch torritorics in Ocsenie cnd the Prench Colonies in the Pecific
wore not dovalued, M4s &« result, one local franc now exchunges for
2.4 Metropoliten franes whilo no change occurred with respect to the
pound storling or the dollar. The dollar snd the pcound sterling are
fixod at 49.627 frunes (1 frunc = 2.0 ceunts) cnd 200 fruncs rospectively.

In acesrdence with the French guarentec mentioned egrlier
the Syrien-Lebenese pound romeincd stable in terms of the pound sterling
{(and the doller); us a result of the develuwtion of the lMetropolitan
freone the Syriwn-Lobenese pound is now worth 5L.3L frencs.

The Indo-Chinese piestre, which before the war (and before
Jupancse occupation) wes linked to the frane gt the rete of 1 to 10,
was devaluoed to the semo extent us the currcncies listed under "b"
and is now worth 17 frencs; 7.006 plastres equel one doller and
28,225 piastros cequal one pound sterling (ageinst L.l niestres to
the doller ani 17.7L pisstros to tho pound in 1940).

1, Thoy cre Fronch Wost Africn, Freneh Equatoriallﬁfrica, Fronch Togo,
Freonch Cemernon, French Somalilend, Madugescar, end Reunion Island,
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It is difficult to evaluate those developments because of
the greet number of colonies involved. The principle of the new
colonial retes is theat the relation of the coloniul currcncies to
the frenc of Metropolitan France should be bascd on tho economic
conditions of ecch torritory. This principle had beon uccepted at
the Conference hold at Brezzeville, capitel of the French Congo, in
Jenuery 194} end et othor meetings dealing with the status of the
golonies. Goenorally spesking, curroncies of those French colonius
which hed becn under Viehy control (such as the North Africun colonics)
were devalued most, while the currencies of thosc which head been under
control of General de Goulle esnd hed become temporery mombsrs of the
storling arce were dovelued less or not et wull., Tho degree of devalu-
asion of the North 4fricen currencios has alrcedy been criticizod by
some North African representetives in the Nutionel Constituent Assombly
in Paris who have pointed out that the sconomic situeation of their
torritories would justify a higher monetary velus for their currency
thoen for that of Metropolitan France. It has slso boen pointed out
that the difforences betweon eoconomic conditions in French Wost Africa,
Fronch Equetorinl Africe, Madagascar snd Reunian Isle, which woroe all
put into one group, shoul? have ncecossitated different monotary rutes.
I ostablishing tho rates for the North Africun eoslonics at 180 frencs
to tho pound storling, the French govermment mey huve been influonced
. by the fact thut this is thc same ratc at which the colonial (Itelien)
lire hes been fixed. Trade betwoon French and Italian colonivs mey be
facilitated by the parity of thiir respoctive currencices,

British Agricul turwl Policy Wilcllyn Morolle

Mr. Thomas Williams, Britein's Ministor of Agriculture,
eanounced in the House of Commons on Novembor 15, 1945, the principlos
oa which the Lubor Goverrmont's egricultural policy is to bo bused.

For those whe had oxpocted e morc spoeifie statoment »f policy, the
essentially vegue charecter of tho official snnouncomont is dis-
eppolinting: it‘pravides the basis for little more thon conjecture as

ty what the size wnd structure of the domestic egriculture mey be aftor
tne trensition period. Nor is it more explicit s to the methods which
may be used to protect domestic producers from foreign competition.

Briefly, the policy provides for full agricultural pro-
duction, gusrenteed prices s far as four years in cdvanco, essured
markets, the efficient use of lond, dispossession of farmers who aro
unsble or umwilling te improve yprecticcs, acquisition of lend for
public uso if nccvssury for full productivity, thoe esteblishmint of
e commission to menege und develop these lands, and the orgonization
of County Committees appointed by the lMinistor of fgriculture to pro-
vide agriculture with locul lepdership and guidance.

Although the Lebor Govermment appears proparcd to under-
write the future prosperity of egriculture, the mothods to be omployod
aveit legislativae aetion. Whethor essistance is to be given by quanti-
tative regulation of imports, by tho imposition of tariffs, or by direct
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subsidization of production, the cost will be paid by the public.

Since the Govermment is committed to bettering the standard of living

of the common men, it is committed to a cheap food policy. In pursuance
of this policy, large subsidies to agriculture will be required especially
in the production of those commodities in which Britain does not have

& comparative advantege. 4As en tlternative, o high price policy may

be pursued with tho prices of importod foods inero.sod by tariffs to

the lovol of domostically produced foods. The full burden of the latter
policy will bo bornc by the consumer and offorts to raise nutritional
stendards nullified. All indications seem to point to thc adoption of

¢. large scale scheme of dircet subsidization of producers. If the
Govermment is to accomplish‘its objoctives, & docision to subsidize
must be accompunied by moasurcs designed to eliminute outmoded high-
cost methods of production,

British taxpayers und consumers want to know what the cost
will be "to promote & healthy and efficient agriculture cepeble of
producing that purt of the nation's food which is required from home
sources at the lowest price consistent with the provisions of adequate
remunerostion and decent living conditions for farmers and workers, with
& rogasonable roturn on capital invested.”

In 1938-%9 whon Britain wus producing ono-third of its food
requirements, the cost of direct and indircct subsidies to egriculture
wes ostimated to be cround £ 100 million and total output, inclusive
of direct subsidies, was veluad at & 280 million. Tho Ministry of
Agriculture's monthly index of prices of faorm produce (1927-29 = 100),
which includes dircet subsidies to farmers,averaged 90 in that year.

By 19l)i, the averoge price index hud advanced to 170 .nd homo production
hed expanded sufficiently to provide twe-thirds of Britain's restricted
wer-time diet. In Februury 194);, it wus stuted in the House of Commons
thot the wnnual cost of food subsidies was thon & 205.8 million. The
individual items were; broed, flour, wund ostmeal, £ 60.L million; meet,
¥ 23,1 million; potatocs, & 28.6 million; eggs, £ 11.3 million; domestic
sugar, 4 10.5 million; milk productlon, % 10.5 million; cheese, & 3.7
million; bacon, & 1.6 million; other (1nclud1ng P]uid milk consumption
schemes), & 56.1 million,

Although the policy stutemont provides little information
ebout the future size of the industry, the tonor of the proposuls
suggests output considerably groeter than the pre-war level. Some
irdicotion of the magnitude of the ¢ost of such « program to tho notion
‘cun be gained from the duta given eabove. True enough, tho policy state-
mont provides thut "sll prices--minimum and actual--will be fixed with
due regerd to the need for the grew.tost possible efficiency e&nd economy
in meothods of production" end olso thet "if it should becomo necessury
to epply e quantitative limitetion to eny seotion of the assurcd home
merket, this would be announced 18 months befors the hurvost in the
cuso of crops and &t least two ycurs in edvance in the case of live-
stock, milk, end oggs." Efforts to tronslate tho veiled stetement

oncernlng limitation of production into workable logislation which
w.ll limit output by oliminating high cost producers heve yut to be
disclosed. The outlook for roductions in ferm prices is not bright
since wagos to bo consistent with Govermment pslicy mey continue their
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upward trend and tend to cancel reductions in cost brought about by

the use of improved practices. With this hazy cost picture in view,
it is small wonder that the Government has felt it necessary to warn
fermers thut they ure not being given a blenk check.

Since British imports of food huve long provided a large
share of the exchunge necessary for foreign purchases of British
vyports, decisions on British egriculturxl policy uro of purticular
intorest to countrics exporting agriculturul products. Out of British
imports of food, drink, and tobwucco vaelued ot i 432 million in 1937,

% 289 million wero spont on grein und flour, meat, duiry products, and
fresh fruits wnd vegetablos. A lurgo proportion of the four principel
groups of food imports wus supplied by Empire sources. In 1937, ubout
50 per cont of her imports of griin and flour, dairy products, and
fresh fruits und vogetablos &nd LO por cont of hor imports of meat '
products came from British countriaes. Argentinea w.s the lergest
supplior of foodstuffs outside the Empire, huving furnished 29 por

cont of Britelp's grain and flour imports in 1937 and 24 per cont of

hor imported meat. Demmark runked second as & supplicer of mu.ts and
deiry produets. The United States figured in the agriculturcl import
picture of the Unitod Kinzdom primarily ws & supplier of rew cotton

and tobacco. Domecstic agriculture, which supplied onc-third of Britsin's
food, was largely devoted te producing livestock end livestock products.
In the crop yecur 1937-28, tho output of livostock wnd livestock products
cmounted to 70 por cunt of the vulue of the totel domestic output. To
support o livestock industry of this size, sbout 8.5 million tons of
fecdstuffs were imported annuclly.

It is not likely that British imports of agricultural products
will equal the pre-war level in the immediate future. Nor is it likely
thet they will remain at the war-time low, for even with the great ex-
pansion of production which occurred in the war yeurs Britein's food
rotions were not generouss If legislation providing for subsidized
production is intcgrated with e netionul policy dirccted towsrd full
employment and sociwl .security, tho resulting highor income mey raiso
total demand to & level capeble of absorblng oxprnded domostic pro-
duction «nd e feirly high 1evel of imports in addltlon. Imports of
tobueco from the Unjted Stotes will nrobably not be affocted by the
chango in ggriculturel policy. Howevor, imports of Unitoed States
cotton will doprend lergoly upon tho Unitod Kingdomt's ability to oxport
cotton textiles, Muny bulk purcheses of fecod huve becen mudo during
tho wer and somc of those contracts extend through 1948. A continuation
of* Stete trading und bulk purchasing in thce post-wer poriod may drastically
effcet tho dirgetion of trede in the future.

As uw guide in appreising the recont policy stetoment, a
raoviow of the policios from which it developed may be helrful. The
world-wide collapse of ferm vricces in 1920 struck British agriculture
with full force. British farmcrs rescted to the situution by roducing
employment, by neglecting nccossuwry maintenance, by contructing pro-
duction, &nd by secking Goverrnmont aid. The pleas of the fermers for
diroct aid were reinforced by thosc of tho guqeral public in the later
*twenties when it becume gpporent thut the cultivated acroago wes
dvindling rupidly and theat «bout one~fifth of the agriculturcl loborers
hed migreted to urban croeas.
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Faced with the prospect of a continuing decline under e
laissez-faire policy, the Govermment intervened in 1926, At first,
cgricul turul assistence wes limited to efforts to improve efficiency;
direct aids such &s subsidies worc sidosteppod since the Govermont
considered thom unsound. In the meentimo, tho scheme of Empire
profaoronce s & meuns of doveloping resources and trade with the
Empire was geining generul fuvor throughout the United Kingdom. .Agri-
culturel groups, whose opposition to Imperiel Prefsrence hud becn
stiffest, were won over by the prospect of gaining essistance for
donestic production to offset the compotition arising from concessions
to Dominion egriculture. A system of prefercntial tsriffs, which had
its boginning in Canade in 1898, wus gradually extended to include to
some degrco ncerly all purts of the Empiro by the lute 'twenties,

Thus, evon baefore the signing of tho Ottawa egrscrments in 1932, it was
obvious thut the United Kingdom had ebundoned its truditiondd frec-trade
position end had embarked upon & policy combining protection of domestic
production and Empirc proforsnca.

In line with this poliey, o series of mowsures was onacted
which provided for direct assistonce to agriculture by mogns of subsidy
reyments end estublished cortain restrictions upon the importetion of
competitive ugricul turel products. With the sexception of sugur beets,
which ware first subsidized dircctly from the Exchequer in 1925, the
genorel program of protectisn began in 1932, By 1939, direct subsidies
wore paid on wheet, berloy end oots, suger beets, cattle, sheep, und
nilk sold for nunufacture. Import rostrictions and price guerantees
protected the domestic market for potatoos, hops, bacon, and hems,
Thus, by the outbresk of tho second World War, British producers and
distributors of foodstuffs werc accustomed to & lurge measurce of
Govorment assistance. The changing pattorn of domestic production
is shown in the following teblos.

Acrowges of Solected Crops wnd Grasslends
in the United Kingdom
(In thousends of ewcres)

. 1923-25| 1930 | 1939 | 19LL
Groins 6,502 | 5,613 5,3%08| 9,LL6
Potatoes 768 68l 704} 1,L21
Suger boets 32 3,9 3.8 Lzl
Total crops 10,521 | 9,302} 8,81%|14,617
Tenporary grass end clovor L,712 | L,627] L,093| L,752
Permanent pasture 17,590 [18,%15/18,733|11,698
Totul acrouge (oxcluding

rough gruzing) 32,823 |32,2L,] 31,679 31, 067 1/

Numbor of Livestock in the United Klngdon
(In thousends)

1923-25| 1930 | 1939 | 19LL

Cottla. | 7,864 | 7,759| 8,873 9,545
Shoop 22,301 |2l,669126,888|20,341
Pigs 3,157 | 2,670{ L,394] 1,875

Source: Official Stotistics for the United Kingdom.
1/ Bxcluding 600,000 &cres used for military installations.
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Because of urgent need for food and fiber, the progrem of
ussistence outlinod above wes superscdcd ut the outbresek of tho war
by & system whereby wll food domestically produced wes purchased at
& guaranteed price. In order tuv maximize production, pricos woro set
&t & lovel which provided profits c¢von for uneconomic farms. In
eddition, incentive puymonts were mude on acreeges of wheat and potatocs.
48 o result, the change-osver from tho pre-war pattern, emphasizing live-
stock &nd livestock products based on uso of grassland and imported feed-
stuffs, to « war pettern,cmphesizing the production of high enorgy und
protectivo foods,was accomplished repidly. Increcsed mechanization and
vider eppliecation of scicntific knowledge helped to roduce costs and
resulted in o larger outmut for the lebor used. About threo million
geres of lund werc recleincd end six nillion acres of permanont pasture
were diverted to the cultiveation of crops. Although the scizure of in-
efficiently utilized land wes permittod, few such selzures were necessary.

In genorel, emphesis wos placed on crops for direet humen
consurption &nd on dairy products et the expense of poultry und livo-
stock production for meet. Enough suger end potatoes wore produced to
fulfill reation ruquirencnts end cereal end vegetable crops weroc in-
creased to a point where, in torms of nutritiomel content, 60 per cont
»f the nation's food was grown et hone. Before the war, about two-thirds
2f the food was imported.

Im Mey 1943, & four-year progrem for agriculture wes insti-
tuted which guarenteed markets wnd ostablished price floors for crops
wnd for milk, cattle, culves, sheep, wnd lambs until the summer of 1948.
Tho plan providod for a review of the general finuncicl enndition of
egricul ture by fermers'! orgunizations and the agricultural departments
soch February for the purpoise of fixing prices for the hervost of the
f:1lowing ycar. This progrem eimed to ensure ctable parkets for British
fermors through tho transition period from war t» pesce and to allow
time for the formulution of long-ternm policies for agriculture as e
nurt of the nationel cconomic noliey.

In May 194}, influential farm organizations meeting in a
jeint session sponsored by the Royal Agricultursal Society drew up a
statement of objectives to be considered in formulating agricultural
pcliey. 1In general, the offiscial policy announced by the Labor Govern-
ment follows the recommendations sponsored by the Royel Agricultural
Sceiety and provides for the continuation on & permenent basis of
essontial features of the May 1943 progrom.

In cdopting the policy set forth in the Hot Springs egree-
ment @s o working principle, Britein cen be oxpocted to altor apgri-
cultural output «s the world food shortoge sascs so gs to inercese the
production of rerlutively perishuble foods nouded for better nutrition
such &s vegstebles, fruits, milk, eggs, z«nd meat; to cncourage tho
oxpansion of livestock production in «rcus where the necessary feood-
stuffs cwn be grown or economiceally imported; and to limit the pro-
dvetion of bulky, c.sily stored end shipped foods in arcas whoere they
ctn not be produced officicntly. Trends in this direction are alroady
discernible in the current decline in wheat ecreage from the poek of
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1943 «nd in the price increwses permitted on all principsl commodities
oxcept cereals in the February 1945 review of prices. Dairy herds
hove beon expunded es & part of the war progrum, us have vegctable
BRCIOGESS .

The netions attonding tho Hot Springs Confcrence cgreed
thet it wus tho responsibility of cvery nation to assure adequate
food for the life and heelth of its people. Although the netional
lovel of nutrition in the United Kingdom was improving bcfors the war,
o lurge porcontage of the populetion is still insdequutely fed. It
has boen estimatoed that if tho United Kingdom were to grow at home
the additional food nceessury for an edequate nutional diet, increeses
in production over the 1939 rate would be; milk 65 per cont, eggs
60 per cent, fruits 70 per cent, vegotsbles 60 per cent, und meet
15 per cent. A subsidized consumption progrem such as thut suggested
in the Beveridge plun muy be instituted to cid those who otherwise cen
not afford an adequate diet.

The element of newness in the policy unnounced by the Lebor
Government lies not in the nature of the proposuls but in the projected
application of these pronos«ls to a pesce-time economy. PFlanned agri-
cultural production and control by public bodies of tho private use of
land imposes & grave responsibility upon the Govermmcent. The conflict
of interest betwoon the 9% per cent of the pepuletisn not engaged in
agricultural pursuits and the 7 por cent so engagod must bo reconciloed
and thoe still groater conflict botween en expanding high-cost domestic
egriculture end choap imported food must be resslved. The extent $o
which Britein meintaeins solf-sufficiency in food production will be
deteormined in the long run both by the degree of officioncy attained
and by the willingness of the tuxpayers to support o high lovel of
agricultural enterky. Tho artificiel reising of prices to protect
high-cost producers cwn be accomplished only by mcans of enormous sub-
sidies, either direct or indireet, which will in the long run result in
& loworing of tho standsrd of living. It seems unlikely thet the British
public will be willing to pay this price permenently for e« prosporous
agricul turc. The succeéss of the British progrem will nccordingly depend,
in the long run, upon thoe obility of British furmers, with govermmental
guidence, to concontrute upon those arcas of production in which the
zap botweon domestic wnd world pricos cun be nurrowed or climincted.






