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British Attitudes Toward Free Trade Lucy Axclbank and
Llsyd A Hetzler

The outstaending foature of British commercizl policy in

t}w inter-wer neriod was the abindonment of frec trade. 3imul-

tancously therc was a trend away from controlled trade in the United
ota{,c,s. i3 o result of these diwverse developments, the post-wor
comnercial nolicies of the United Kingdom and the United States
probably will depert still further from their historic lines. The
United. 1-.1’10czom, troditional adwvocate of frce trude, will he a kil
protects comtry, whilc the United States, traditionzl high-ta
country, will be en advocate of fower trede rostrictions.
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After the war, both countrics are committed, through the
Iond-Lozoe A frccrncqt o the climination of all forms of Jiscrimi-
nntory trootment in internationcl camacree, wnd to the reduction of
tariffs cnd other trade barriersit. levertheless, it wovid be feoliish
to supposc that the United Kingdom cen be casily pursuaded to anandon
the uystan Duilt up before the wor. Indeed, it seane 2imest certa
that discriminotory end restrictive trade poicics will not be

ahandoned unless the ceconomic conditions which leod to their acdoption
are altored, This hecomes ehundontly clear from an cxumination of
current British publications. Cpposition to post-vor tariff reductions,
and to “he climinetion of bilaturel methods, is widespread cmong both
libersl ond conservatiwve groups. !

In zeneral, three types of argumc: c* tod.  Iirst,
it io scid that diseriminatory mcthods cnzble the
United kingdom to i nec its interne. tlonw.x. ar-mart", +t1:ou‘b reducing
the stenderd of living, The orinion 1s frequently crpresscd thot
post~*;:ar preszure on the pound sterling *"'mo’f be removed SXCECH

trzde bilatcrally. Fen-éizcriminatory methods, such =s

"{c‘nngf precistion or rcduction of tariffs in the United Stutes
or crcwlon of ‘mnncr income levels in the United JStates, are con-
3 ate o ~ive the United Fingdom on cwen belinco of

3zcord, bilatercl trade agreaments erc odvocnt d to encble
the United Kingdom to pursuc "full omploynm nti policiecs 't.hout
mindrence from depressive influences aﬁrowd In particulers it is
believed thot discriminstory nroctices will cnable the Rapire to
isoleto itself from oxpected post—war fluctu:ltj",ns of ircome in the
United 3tctes,  From this point of 'liscrm:?. ation i3 held %o
o beneficicl both to the United hinglom ond to the rest of the
Bmpirc, since it provides more stoble merkets for ¢ll concernad.

asccording to the third argument, & return o frec trace
would meke it impossiblc for the United [Mingdom to usc th«; lorge
British demand for imports of & horgeining woeapon. If oll uther
countrics were ceonomically “disarmedt ot the stme time the los
of vorgeining power might not be serionq. Howewver, it 1" s 71r*t’*’.
+ that cven if trade restrictions arnd biloiorsl wrrang o are
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roduced wisfemily, the United Stotes will rotein en important ﬁcmm,

4 the form of its lending vower, vhich it might use to force 3Britis
eﬂmo’rts out of comvetitive merkets. Retention of biloteral methods
ig thersfore neld to be essenticl for ccuitable wvergaining powcr.

Between the adwocotes of continued bilatersl methods and
the advoentes of frec trade, meny different shades of Pritish opinion
e be found, These varistions are not reicted inany distinet way to basic
peliticel philosophy. WNevertheless, o fow brood genorzlizetions may
be suggested. In the first piace, most of the tdvocates of froe
trade, & small minority in any -case, orc to be found among members
of the Liborel sorbty. Chhor middle-of-the-rooad gronps, while osposed
4o continued uwse of vilateral mcthods, wish to retain the pri wch;
of reinbroducing thom in case of neccssity. At the cxtremes of
congervetiom cnd rodicelism, opirion ia predominently in fovor of
continuing the usc of bilaterzl wmethods. In its Moy 1342 roport,
the l‘CdCI’--ul')n of British Industrics scid:

1., the view is widely held in industrizl clreles
in this country thot we muszt, a2t cny rete for somc con-
siderchle period, rely upon o policy of directed imperts,
on the cssumption thoet we only impert from oversecs countrics
thosc cssentizl commoditics for which such oversens coun'tr1 €5
are srepared to accept poyment by the only means which will

be ogon to us -~ i.e., by the cxport of our ovn products .

This argument in favor of bilatcrnl methods scems to typify
370U,

the opinion of most Zritish industricl D5, fmong businesgmen
generclly, the only vocal cdvocntes of & controry view--i.c., the
only frec traders——are the banking und finzneicl leaders. The
Fincneicd Nows for Getober 31, 1544, expressed the opinion M., they
Zbilutcrz:l arrtngcment;;] obviously camot pemeancintly bolster up o
situction which is inhcrently cod fundmmentolly unsound.”  Thus,
meny nonking leaders fecl thot bilateral methods ore not & genuine
solution to the JSritish problom but only omirgency meosures.

ieftists and labor leccers in the United hingdom are es
much opposed to unconditionzl acceptence of free-trade principles
o5 are business cnd industricl leoders, Typicel of British left-
wing opinion iz & statement in the Hew Stotesman end Netion for
Getobor 2, 1643, L scuqsin[; the guestion of bilaterci dualing,
this jowrnzl scys: WWe must beware of being lured ... into thrﬂw:_nc
awzy incauticusly on :L;.;trument without vhich we sheall be unoble to
maintein oither 'full amployment! or a satisfactory stendzrd of
living for our pecplell,

Thus on the question of post-woer commercicl *\olj.cy', o
considerable measure of agreament betucen left-wing political
groups onc business lecders 1is apperert.  Bilaters 1 metheds are
approved by both extremes. Consistent support for the principles
of frce trade may be found only among some members of the cen ter
grouvps, &nd oven aong t‘qcse, reserwetions are nuncrous. The
Beonomist, for example, points oul thet maitilateral trade is
desirable only if the Fritish helance of paynents wroblem con be
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solwsd without resort to bilatercl arrazngements, ond
opinten thot, in the post-wor pariod‘1
will be difficull if not impossible.=

While the politicel division between opponents and sup-—
‘sorters of biloteral trode is somewhat indistinet, the latter may
be divided vwiitl some precisicn, according to the reasons which they
advance for their stand. Roprosentatives of Jeft-wing groups ad-
veeate contrelled trade, first ce a meons of meintaining employment
at home, ond second, o8 o meens of isolating both the United ¥ingdon
end the rozt of the Bupire from whot they foor will be a wildly
Muetuoting United States demend. In goneral, they rcgerc clusc
collaborati i Statos in post-vmr trade policies as
a possiTility only if en egreement con be rotched to maintoin and
expond the level of world income, Business leaders, on the other
hand, adweste bilaterel measvres primerily s ncans of sceuring
boiance woitvicon cxports end imports. In other words, they are morc
conecrned with irmedizte finoneisl problems than with long-run
repercussions upon employment and stendards of living.

British pericdicels and nowspapers show thnt sublic opinicn
in the United ¥ingdom is much more fovorably disposed towmrd bilaterzl
agrecments then i3 cormonly belicved in the United 3States. Indeed,
there cun be Little doubt thot vopulcor support for controllced trade
hes incrcosed considerably during the wvar, ‘he United Stotes carmob
succeed in rostoring free rultilateral trade unless the British
advoeates of bileoterel nethods are convireed thot thoir nroblens
con be solved Wy non-discriminciory trade practicec,

Whot does this mean for the United States? It mosns first
that British lefi-wing and labor support for multilover trade can-—
not be sbtzincd unless the Unized Stcotes Covermment recognizes its
respengibility for meintaining o high lewvel of oyment and ineone.
The proboble censequences of o post-vwar de n in the United Stotes
proevide one of the wmost putent arpuments cgainst British abondonment
of emntrelled trode. And those "o the left of center® in the United
fingdom orc fully exploitingthis argumant.

4 sccond prorequisite te multiloteral trade is roassurence
the Pritssh wsinessmen thot the United 3totes will not sursuc
aggrensive post-vnr cxport policy., mong othor thirgs, this
s thel we nust not oppese currency gepreciztinon on the part of

conuntries with bolonce of poyuents deficits, that we must nct sub-

sifize exnorbs, ond that ve must not use cur tremendous lending

power to drive British exports fron world market

w5,

1i the British are convinced thit we intend to ncintain
2 high lewel of income and that we ¥wiil not pursuc cn aggressive
cxport policy, the prosvects for resmpbtion of nultilotersl trade
will be wery much improved.
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Sterilizaiion of Foreiegn Exchange in Venezucla Edvardo Hontealegro

The cxtraordinary conditions resulting from the war have
caused a very large inflow of geld and foreign exchangs into the
Ietin merican countries; their total international reserves have
increased from iess than 1 billion dollars hefore the outbreszk of
the war to over 3 billion dollars as of the present. This dsvelop-
ment has been the most important factor in bringing about the in-
flationary conditions which exist with more or less intensity in &ll
these countries,

To protect domestic economies from the full impact of such
externz) factors, several Linds of measurcs have been edopted:
(1) reveluation of currenciess {2) introduction of diffcrential ratcs
for conversion of exports; (3) compulsory investments; (4) salecs of
gold to thc publics (5) szles of centrel vank obligaticns and cer—
tificates of participation, While the first two are designed to
reduce the crcation of excess purchasing power in the hands of the
local public, tho last three mecasures are intended to mop it up after
it hus begun to circllate. Venezucla hes combined both zpproaches
in its attack upon the oroblam.

In order to sterilize forsign cxchange surcliuses amounting
to & total for the last three years of zbout 86.0 million boliveres,
+he Centrzl Bank of Vemezucle has entercd into en agreement with the
petroicur counenles wherebv:

2) The Central Jmnk will acquire monthly from these
compenics an amount of cotlars limited to thc market demand for

forecign czchange ot the rate of Bs., 3.0¢ per dollar;

1) ¥hen that monthly amount is insufficient to msct the
bolivar rccuircmonts of the compenies, they will issue six months!
obligations for selc to the pubiic at 3 per cent NOr &nnang

¢) Sums requircd in excess of wvhat can Do
sither or these methods may be sceurcd - doller
Comtrsl Tonk tut ot the gold import point of
rother thon ot the regular petroleum rate of

e distinctive foature of this plon is the substitution
of the petrolcum companics for the Central ¢ agency throungh
which funds arc withdravn from the markct. This is feasibie in
Venczuela where the potroleum companics enjoy high credit stending,
and 2t the semc time account for €3 per cent of the forcign cxchange
supply. WMorcover, the Contral Bank is relieved of the burden of
intercst charges waich it would have to carry werc it to issue its
ovm oblizntions. Lithough the petroloun compenics witl have to bear
the costs of the intorest of their obligations or of the differcnce
between the cxchenge rates, this will not ho a nct cxpense. Forsign
exchange not solid to the foptrel Bank can be invested outside the
country cnd mey yield at & nearly equal roic. Furthermore, the
differontial rete ageinst the foreign exchange proceegs of petrolcoum
exports will operate only in casc the companies fail to raise enough
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“unds from the publie. In this cvent they will pay o charge of
Jess thon 3 per cont end that only once. This is no rezl sacrifice
‘weighed agoinst the benefit to the petroleum companics of a policy
of preventing & general aporceiction of the boliver in response to
the limitod deamend for exchange.

e success of the plen itself depends upon the degrec
to which the mublic purchases the companies' debenturcs, This in
turn will he influcnced by the rclation between the amount of
borroving requirements and the wolumce of funds seeking invostment,
the saicty of the investmeat, and the ratc of intcerest.

Boliver requirements of the petroloum comparies viere
inflated ¢t the beginning of 1944 Ly extraordinary payments to the
Govermuent covering fees and beck royzity payments under the 3943
Petroleun Law. But the normsl monthiy nceds of the companies
during the Jost part of 1944 werc cstimeted at chout 7.6 million
dollars and the monthly average demanc for forcign exchange at
cbhout 5.3 rnillion dollers. In addition, it was cstimated that
large sums of domestic currency would te required upon the grant
of pending epplications for now cxoloration concessions. ALlte-
cether, the borrowing requiremcnts of the netroleum compenies in
1944 werc supposed to have ranged between 86.0 ond 148.0 million
boivares dopending upon the extent to vwhich cxploration concessions
viore franted,

Although there is o considerable emount of funds secking
are ot nresent relatively scorce, it

posuible to ascertiin to what extent the public will tuy the
loum oblirations.,  They may be considercd safer thon hisher

o Trezsury notes cnd Cowermmen®t bonds, but 2 3 per cent

t rete may fail to attract the large emounts nceded., The
usual yizld of ccoitol is very high in Vencsucla, Of course, therc
would He ne Jdifficulty if the commcrcicl banks w osied e
invest part of their cxcess rescrves in these olilgations. But
since this would mullify the objectives of the plan wnd would %

inflotionary =5 the conversion of cichange by the Zenir-l Bonk,

viduals and other institutions arc pormitted to ™y
sceurities.,






