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would socure from Britain the right to convort into othor currencios
as high a proportion of its sterling balances as might be considered
necessary for the satisfaction of its immediate needs, and Britain

would in turn obtain Egypt's consent to a reduction of its balances.

Extension of Govermment Control Over Camtral Banks
and Credit Machinery Beatrice Bulle

Throughout the world the area for the operation of private
capitel and individual initietive is growing smeller. The wave of
nationalizetion of banks which has rison during the second World Wer
reached its crest in the sudden and spectaculer teking over of the
Argentine contral bank. This unherelded cct, discussed elsewhore in
this issue, was not typicul; in most countries nationalizetion hes
been a part of the published programs of politiccl parties, has boon
presented as draft logisletion and doliberuted by the legislative
bodios or their agoncies. In countries which have purticipated in or
contributed to tho wer offort, scarcity of credit and the need to
finance radical reconstruction of production and other forms of
economic sctivity have beon thc compelling motives. Revolutionery
chengos in politicul organizetion of several countries have given
impeotus to Govermment acquisition of central banks. In some instances,
a now structuro of rclationships among various ugoncies has rosulted,
in which the ccntral benk mey have morc or loss prestige than before.
The situetions and purposes leading to nationalizestion differ according
to the history and war oxperiencc of the country concerned.

United Kingdom. The question whether the change in control
end distribution of craedit is cs grost as it appeers on the surfeace
roquires separate considoration in ocuch case. Sober opinion in England
tokes the view that,as rogerds tho Bank of England, 1ittlc has been
achieved that was not possible under private ownership of the Bank.

Its obligation to conform to Govormment policy wes publiecly acknow-
laedgod by Governor Norman ton yeers ago and has been rocognized through
two wars. Efforts to prove thet tho Bank has at eny recont time re-
sistod the Govermment's will show scent success. Tho fuct that fifteen
porsons from the old Court of Directors of the Bank have beon roappointed
to tho new Courtof ¥8(including the Governor snd Deputy Governor) gives
ample reassurance ageinst any radical changes of policy at prosent.

Powers which tho Bank has hithcrto exercised through per-
suasion to onlist the coopcration of the joint stock (commerciel)
barks in pursucnce of its own or the Treasury's policies arc now
formulated in the lew. Thoe Bank mey now, with spoecific approvel of
thc Treasury, direct e banker to follow a certain course. But the
berkor mast be consulted before any such diroction can beo given, and
he is assurcd of the right to discuss the dircction with tho Troasury,
in the presence of the Governor of the Bank. It is also madc cloar by
the law thet no bank cen be forced to rcveal the details of an in-
dividual customer's business. No chango in the ownership of theo
cormercial benking system is cffected by the now law.
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The power secured by the Govornment to determine priorities
in the use of short-term funds will be parelleled by the control over
invostment and real gepital development under thec Investment (Centrol
and Guarantec) BilLLintroduced in Parliument on Jenuary 23. Undor this
Bill 211 new coapital issues involving cmounts of more than 200,000
dollars (£50,000) will be subject to tho permission of the Trcasury.

To stimulate new capital investment, the Treasury mey guercntco loans
for industrial dovelopment up to & total of 200,000,000 dollars
(£550,000,000) in any finencial year. The third instrument »f fi-
nencisl monsgement is to be an Exchonge Control Bill, which will
"insulute domestic capital from the temptetion to foroign travel”

wnd will have tho function of providing free exchange in paymoent for
current transections, as outlined in the Washington finuncial cgreoment.

The effect which the chennelling of cupital investment in
acecordunce with a nationsl plon mey have on limiting the fiolds in
which cormerciul banks may opecrate opcns up the possibility, «s the
Economist romarks, that thc benks mey be forcoed to placo their funds
in fiolds less profitablo then their free choice would dictatc. The
Chancellor of tho Exchequer has glven assurence that it is not the
Gorerrment's intention to force the bunks into types of lending which
they consider "soriously likely to involve them in grave losses." But
if tho bunks are deprived of froodom t> choose their own risks, the
Govormment would sooner or lator have to choosc between guarantocing
thn position of both bunk depesitors and bank stockholders or
notionalizing the banks outright.

To aid in wdministering tho powers of investment control,
tho Govermmont now has the adviee of a Nationel Investment Council.
This body will be, cccording to the Chancellor, "an oxperiment in
consultation.™ But tho Council's advice will not necossarily be
followed and responsibility for decisions will rest with the Chancellor.

The Lebour Governmont has thus for given littloe informetion
as to tho limits of its zetion in sociulizing the economy of Britain.
Beyond the control of finance, notionulization of the coal mines,
control of civil aviation, railways uand overseas communications
thore are no stated boundarics for future chenges. It is roughly
ostimated thet 80 to 85 por cont of industry will remain in private
hands, but regerdloss of who owns the commercial bunks tho Chancellor
of tho Exchequor, with tho authority of the party in powor, will have
neans to foed or starve any industry and to decide whother it shall
stand still or expand. It is safo to assume, however, that British
public opinion can still act as effectively under a Socialist regime
os undor any other type of govermment.

France. The Fronch banking nationalizution started with
ths law of Decamber 2, 1945, adopted by the Constituont Assembly,
whiich provided for tho purchasc by the Govermment of the stock of
tho Bank of France and of the four leading doposit banks. Further
neasures of n.tionalizetion e«ro in preperation. These four benks
joiintly held some 55 poer cent of &ll bunk deposits in France. Plans
forr the control of benks end insurance companies had been publicly
ennounced by the Consul tative Assembly ot Algiors in the middle of
190}y end wore said to huve the support of vurious resistance groups.

T7!Now called Borrowing (Control and Guarantee) Bill.
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Ths Bank of France, since the Blum reforms of 1936, had been
ef"ectively under Govermment control and the shareholders were
reprosented by only two out of twenty councillors (directors).
dpparently the ghosts of the sinister "200 families" still lingerod
about the Benk of Frunco in 1945 and the charge of collaboration had
besn laid at the door of the four deposit banks. But it is to be
noted that the principal officers in the roconstituted banks arc for
the most part important members of tho former bunk cdministreztions.
Purchase of the sharos of the Bank of Francc has been carriod out by
tho issue of govermment securitics for tho purposc but purchise of
tho sheres of the deposit banks is to oxtend over a fifty-yoar period.
Netionelizetion os a principlc is part of the fundamentsl doctrino of
tho Communist and Socinlist partios, two of the throe leading partios
in the presont Assambly. The urgency of a vast rcstoretion and ro-
organizetion of French economy reoquires contreal plenning, which in
turn roquires that the principal credit agencies shall conform to

the plan.

Direction of credit is to be studicd and planncd by a Nationsl
Crodit Council of 38 mambers sot up by the Law of December 2, 1945.
The memborship of the Council, which has already been appointed and
begun its work, includes ropresentetives of Govormmoent ministrics,
seni-public financial bodies, and important economic group intercsts;
tho Governor of the Bank of Franco is vice-president ex offioio. At
present the Council's most importent duty eppears to be to devise means
for carrying out the plan for modernization of the national economy.
Little power of independent action has been entrusted to it but it
will be called upon to edviso the Govermment on ell the most importent
economic and financial progreams. Propesels for further banking
nationalizetions are to be mude by tha National Credit Council, and
the press hus carriod reports of recemt proposols by the Finance Minister
for the netionalizetion of Ahdrdy-Iwo insurcnce companioes, of the twe
lergest "business™ banks, and of the merchant marine.

The Fronch schame of credit control hes beon described as
a compromise between the prescnt British system end the Russien systen.
The British banks can be required to diroct credit into channels marked
out; by the Govermment; in the U.S.S.R., credit neods arc taken cere of
through govermmoent-owned banking agencies for specified types of fi-
nencing. The French schemc includos o central plan for the national
cconomy, an egoncy to work cut meesurcs to carry out tho plan through
o banking system of govermmcnt-owned cnd privateoly-ownod banks, and
a group of semi-public ggencics for long-term financing. The now
lovr of 1945 authorizes the Govermment to sot up new agoncies for
long-term finanecing or to reorganize oxisting osteblishments.

Tho Bank of Francoe has cvidontly suffcred & considereble
logs of influonce through the croetion of the national planning sagency
and the Crodit Councilldhich will plot the course tc be followod by
the Bank under direction of the Minister of Finsnee. To offsct this
loss, the Bank acquires rcpresontotion on the Council itsclf and on
cortain othor bodies through which it muy extend its influenco. The
law pormits the Minister who is appointed President of the National
Credit Council to delegeate his powers to tho Governor of the Bank of
Fronco, and if such &« delogaticn should occur, the Bank might regain
6ll or more thun it had lost.

1/'The Council takes over the Committee on Banking Oréanization (& Vichy
= agency) and controls credit informstion end statistical services.
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Aside from these radical changes in financiel organizations,
Socialist policy has made only moderete changes in the economy in the
period since liboration. Govermment ownorship and oporation of publiec
utilities is no novelty in Frenco. Tho Constituent Assambly in March
passed a bill for nationalizing the production of gas end electricity,
end ccal mining in certain arous was tcken over by the Govermment
shortly after the liberation.

Czeochoslovakia. Tho most swooping experiment in State
Socialism outsido of the U.S.S.R. is that which wes formally in-
augurated by the decree of Octobor 24, 1945, in Czechoslovekia. The
policy thus adopted by the Provisionul Nationel Assembly is being put
into offect as rapidly as possible despite tho fect thet the 1945
decroes are to be submitted for retification to the new Parliament
scheduled for election in Mey 1946. President Bonos, when
adding his signature, cxprossed regrot that thoe chengos hud not boon
introduccd morec gradually. In January, the Minister of Industry said
thet he expected nationelization to be technically completo by
February 15. It affoots principelly lerge industries and beanking.
It wus reported in the British press that over 10,000 concerns wero
nationalized by mid-December, bringing about 1,000,000 workors into
Stute enterprises. All joint stock companies engaged in banking and
finance were taken over.

The Ministor of Industry of Czechoslovakis explained recently
in an interview that the Germans aftor the occupation took pcssession
of the two most importont banks and liquidated most of the Czech
banking houses. With this coup thay obteined possession of & con-
sicerable part of Czuch industry which wes under the ownership of
berking concerns., Upon the liberation of the country from the Germans,
there was a "vocuun of ownership" created in nearly two-thirds of
Czech industry. Whon the Protecctorate Govermment ceollapsed in May
1915, the new Govermmont was forced to step in at once to carry om pro-
duction and it was decided on grounds of justice that the reccvered
barks and industrios should belong to thc netion rathor then to private
individuaels. Management of all large e¢nterprises and some small ones
wae placed in the hends of national edministrators.

By the end of July 1945, the National Bank of Bohemia and
Moravia, set up by the Germens, had become the National Bank of Czecho-
slcovakie in Prague, the central bank of the country. The commorcial
barks were nationalized de facto. In 1939, immediately before the
Germsn invasion of Boharia and Moravia, all credit institutions wore
pleooed under the control of the Ministry of Finance by a docree of
the Czechoslovek Goverrment. A sinilar system heas boon recestablishod;
directors und menagers of the nationanlized banks will bo appointed by
the Minister of Finance and unified banking policy will be enforcod
through a central mancgenent of banks, established by the Government.

The field in which this banking system will operato is a
mixed oconomy combining private ownership (in agricul turo snd in many
smell ond medium-sized enterprisoes), cooperative ownership, and national
owriership. All Statec onterprisces are to be maneged on cormercial princi-
ples and while tho State will share in the profits it will not guarantee
lisbilities, The Stato now controls about 60 per cent of the industrial
output of the country.
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Poland. The establishment of the post-war Central Bank
of Poland entedated thet of the Czechoslovekien centrsl bank. The
Polish institution draws its authority from a decrec of Januery 15,
19,5, by the Russian-approved Lublin Provisional Govermment which
osteblished itself in Warsew « fow days leter. The Bank oporatos
with cupitel provided by the Troessury. While the status of othor
banking institutions in Poland in the eerly part of 1945 is somowhat
obueuro, the Polish Minister of Fincnce was quoted in June 1945 as
follows:

"An efficient finrneial apporatus is in operation in the
country, comprising 250 establishments .... the sole monetery systam
being entirely controlled by the Governmont."

The Notional Bank does not direetly perticipato in fi-
ncrieing the operation of tho country's cconomic 1ife but oporatos
through the intermediary of other credit institutions. This ongbles
tho Bank, as sole credit supplier, to regulate the monetary circu-
lation, and tc control the national crodit by subjecting it to the
goreral policy of tho Govermment. According to a recent study of
the Polish ercdit system from the European press, the banking systom
corsists of 8 banks with brinchos and 120 municipal banks. Allocation
of crodit proper is carriod out through those banks which recoive
their rosources from the Netional Bank by rediscounting thoir
portfolios.l/

Apperently the quostion of ownership wnd operstion of
benks had been offectively sottlod before tho adoption of the
famous netionalization decrocc of Junuery 3, 1946, issued by tho
Polish Notional Council of the Homeland. Banking and insuranco are
referred to in only & singlo article which provided for tho teking
over by the State, without componsation, of "Industrial, mining,
communication, banking, insurcnce, and commercicl undertekings" if
they belonged to German interests or individuals or to tho German
Reich. The decree announcod the Govermment's purpose of azchieving
& planncd rehabilitation of the national economy, of assuring the
economic sovereignty of the State, &nd of rcising the general lovel
of prosperity. But thero is frequont and emphutic denial by tho
Govermment of any purpose to duplicete the Soviet system. Tho
Minister of Industry recently steted thet nationclizotion would
affoct ebout 2,000 industrics employing a totel of some 600,000
workers. Certain heuvy &nd basic industrios such os mining, fuol
and power production, transportation and communications, browories
and distillerios, sugar and grain mills, textile manufecturc and
priating are to be taken ovor against compensation, Entorprises
not spocifically named in tho decroe will be nutionalized only if
thoy employ more than 50 workors on ¢ single shift. Upon cuthority
of ‘the Council of Ministors, oporation of larger nutionalizod under-
telings moy be transforred to municipalities or cooporatives and that
of smcller undertukings mey bo cedod or lowsed. Undor the pre-wor
regimo, foreign capital hold 50 to 80 por cent of most Polish industries
and foreign cepital will bo wolcomed by the presont edministrection, but
will not be allowed to obtain control. Estimates of the Govornment's
shere of the notion's industry undor the present regimo run from 40
to 60 per cent.

1/ 'The pre-war Bank of Poland was privetely ownod, State benks
granted one-third or more of sll credit in Poland.
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The Notherlands. Two countrioes in Burope havo takon pre-
liminery steps toward eventual nctionalizetion of their central benks,
The¢ Netherlands Royal Deocroc of Octobor 1945, which reinstated the
Bank Act of 1937, sot aside by tho Germans, introduced some funda-~
nentel alterations clearing tho way for & now Bank Act. A Commission
appointed to draft new lezisletion for the Bank is to adviso the
Govermnent "concorning the strengthening of the principlo of publiec
intorest in the chartor of the Notherlaunds Bank pending the trensfer
of tho Bank frcm private to public or semi-public ownership." Thus
thoro is a probability but not a certuinty of the extinction of all
participation of private cepital in tho Bonk's ownorship. In the
same decroe, the Govermnment gave notico thut the prosont Bank's right
of note issue is to be cenceled end that thc period of dolay before
the cancellaticn becomes effoctive mey bo shorter than the precoding
logieletion roquired. Through the enlargement of onen-merket powoers
of the present Bank by the 1945 decree, the Govormment obtains tccess
to further long-term funds from the Benk; also, Troasury oeper may now
be bought by the Bank direct from the Troasury.

Belgium. Nationelization of the National Bunk of Belgiunm
wes announced as & Govermeont yroject last fall by Premier Van Acker
but not carried out. After tho March olections and the full of two
successive ministries, M. Van Acker aguin heads tho Ministry and may
havo an opportunity to carry out tho plan of netionelization. He has
esked for special powers under which measures would be token in a breed
roange of domostic economy and Govormment finencial policy. No project
affocting commercial beanks appoars thus far in the Govermment's nrogram.

dustralia. Govormment influence over the nationael oconony
hes been extondod in sonc countries which already have Governmont-ownod
contrel benks, as, for oxanple, in Australia. To meke tho Commonwoal th
Bank more directly responsiblo to the will of the Govermment, its board
of directors has boen repleced by a single governor. Through legislation
adoptod in thoe suwmer of 1945, the Bank has boen mado the directing agency
for the entire banking systam on the prineiple that the Govermment must
accopt roesponsibility for tho economic hoalth of the netion and must
have s thoroughly intograted mochanism Por that rurpose. A soparate
cormercial banking department of the Bank will compote with tho treding
banks.

Sweden. Sweden, whese contral bank is entirely Govermmont-
owned end responsible to the legislature, appointed in 1945 a Govern-
mont cormission cn banking to consider whether the Riksbank should
engege in commercial transactions in competition with established
comaereciel banks, to examinc intercst rates charged by the commercial
banks and to recommend meens of obtaining satisfactory crodit conditions.
Privete businoss enterprise in Swodon nmay be considerod to be woll tamed,
a8 tho Swedish State owns or controls industries constituting o large
part of the economy.
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Finland. Reports of a vote by the Finnish Parliament towerd
the end of December 1945 to nationalize the Finnish banks have ap-
veared in London end Paris, purporting to come from Helsinki. As no
confirmation of such action can be obtained, it must at present be
regarded as rumor rather than fact. The Bank of Finland is o State
benk and is under the guarcntee ot the House of Representotives,

New Zealand. Purchaso by the Govermment of tho privatoly-
owned portion of the shares of the Bank of New Zealand, offoctive
November 1, 1945, represents no groat innovation in policy. This
institution, which is not tho centrzl bank, was formerly about one-
third Govormment-owned cnd genersl opinion in New Zealond assumod that
netionalization would rosult in no major changos in oporation of tho
Bank. The Bank is the most important in the group of trading banks,
doing by fur the larger purt of the banking business of the Dominion.
The Prime Minister, in supporting the proposed nutionslization,
emphasized the Govermment's desire to determine the poliey of the
bark but gove assurance ageinst any drastic change in menoagement and
oparetions. The note-issuing benk, the Reserve Bank of New Zealand,
is fully Goverrment-owned.

Latin America. The recent action in Argentina brings up
to seven the numbor of fully Govermment-owned central benks in Latin
America. Two of these are now institutions chartorod since tho be-
girning of the second World War. The Bank of Prreoguay, cstablished
by law of September 8, 194, superseded the formor centrel benk
(Banco de la Republice de Poraguey). The new institution, like its
prcdecessor, is fully Goverrmont-owned end the prosent bank has
centrel banking powers far beyond those grunted to the older insti-
tution. The Monetary Board of the new Bank directs the monctary and
banking policy of the banking system., Tho Bank of Guatemalsa is & now
institution created by the law of Decamber 20, 1945, which 1like the
Bank of Paraguay is the policy-making agency for crodit control of
the country. These new institutions ropresent the recent devclopmont
of monetary and crodit theory and were established after prolonged
study and orderly legislative action. Within the war poriod, the
Netional Bank of Niearsgua, ownod by the Govermment since 192, was
completely reorganized (May 1940). It has some degrec of control
ovor monetary and banking policy, but far loss than tho Banks of
Paraguay and Guatemala possess.






