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M r .  M a r t i n  T e a l l  F l e t t ,  F i n a n c i a l  C o u n s e l l o r  to the  B r i t i s h  
E m b a s s y ,  was  b o r n  in Sut ton,  S u r r e y ,  on 30 J u l y  1911. He s p e n t  
h i s  e a r l y  l i fe  in E d i n b u r g h ,  w h e r e  he a t t e n d e d  G e o r g e  W a t s o n  C o l -  
l e g e .  He r e t u r n e d  to L o n d o n  in 1920 and c o m p l e t e d  h i s  e d u c a t i o n  
at  St. P a u l ' s  School  and St. J o h n ' s  C o l l e g e ,  Oxford ;  i s  a C a s b e r d  
S c h o l a r  of St. J o h n ' s ,  and ob ta fned  a F i r s t  C l a s s  in t h e H o n o r  Schoo l  
of M o d e r n  H i s t o r y  in 1933. M r .  F l e t t  e n t e r e d  the  D o m i n i o n s  Of f i ce  
in 1933, and in 1934 w a s  t r a n s f e r r e d  to H. M. T r e a s u r y ,  to w h i c h  
he h a s  b e l o n g e d  e v e r  s i n c e .  D u r i n g  1944-46,  he was  s e c o n d e d  fo r  
s e r v i c e  i n  the Cab ine t  S e c r e t a r i a t ,  the  M i n i s t r y  of R e c o n s t r u c t i o n  
and the Off ice  of the L o r d  P r e s i d e n t  of the C o u n c i l .  He r e t u r n e d  to 
the  T r e a s u r y  in 1946, and w a s  p r o m o t e d  to U n d e r  S e c r e t a r y  in J a n -  
u a r y  1949. In O c t o b e r  1953 he c a m e  to W a s h i n g t o n  as D e p u t y  H e a d  
of the Uni ted  K i n g d o m  T r e a s u r y  and Supply D e l e g a t i o n ,  A l t e r n a t e  
E x e c u t i v e  D i r e c t o r  of the I n t e r n a t i o n a l  Bank  fo r  R e c o n s t r u c t i o n  and 
D e v e l o p m e n t ,  and F i n a n c i a l  C o u n s e l l o r  to H.  M. E m b a s s y .  T h i s  i s  
h i s  f i r s t  l e c t u r e  at the I n d u s t r i a l  C o l l e g e .  
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G E N E R A L  NIBLO:  Ger~tlemen: Our  l e c t u r e  th i s  m o r n i n g  i s  on 
" T h e  E c o n o m i e s  of the  B r i t i s h  C o m p l e x . "  You r e a l i z e  tha t  the  e c o -  
n o m i c  p o t e n t i a l  of the  B r i t i s h  c o m p l e x  of na t i ons  is  an i m p o r t a n t  fac t  
tha t  m u s t  be  c o n s i d e r e d  when you e v a l u a t e  the  c o m b i n e d  e c o n o m i c  
p o t e n t i a l  of the  f r e e  na t i ons  of the  w o r l d  to wage w a r .  

Our  s p e a k e r ' s  e d u c a t i o n  and b a c k g r o u n d ,  as w e l l  as  h i s  p r e s e n t  
p o s i t i o n  as  F i n a n c i a l  C o u n s e l l o r  to the  B r i t i s h  E m b a s s y  h e r e  in W a s h -  
ing ton  and h i s  p o s i t i o n  as  B r i t i s h  A l t e r n a t e  D i r e c t o r  on the  B o a r d  of 
the  I n t e r n a t i o n a l  Bank  fo r  R e c o n s t r u c t i o n  and D e v e l o p m e n t ,  p a r t i c u -  
l a r l y  qua l i fy  h i m  to d i s c u s s  th i s  s u b j e c t .  

It i s  a p l e a s u r e  fo r  m e  to w e l c o m e  Mr .  M a r t i n  T.  F l e t t  to  t h i s  
p l a t f o r m  and to  p r e s e n t  h i m  to you.  Mr .  F l e t t .  

MR. F L E T T :  G e n e r a l  Niblo ,  l a d i e s ,  and g e n t l e m e n :  My p r e s e n c e  
h e r e  today  r e m i n d s  m e  of the  s t o r y  of Mr .  A l b e r t  E .  H i c k s  w h i c h  I 
found in a r e c e n t  i s s u e  of the "New Y o r k e r . "  M r .  H i c k s  was  a p p a r e n t l y  
a n o t o r i o u s  p i r a t e .  He was  f ina l ly  caught  and  in 1860 was  s e n t e n c e d  to  
exp ia t e  h i s  c r i m e s  on a sca f fo ld  on E l l i s  I s l and  in New Y o r k  H a r b o r .  
M r .  H i c k s  was  a c c o m p a n i e d  on h i s  way to the e x e c u t i o n  by  a d i s t i n g u i s h e d  
body  of g a m b l e r s ,  p r i z e f i g h t e r s ,  and p o l i t i c i a n s .  D u r i n g  the  t r i p  a good 
t i m e  w a s  had by a l l  excep t ,  p r e s u m a b l y ,  by Mr .  H i c k s  h i m s e l f .  When  
the  t i m e  c a m e  for  h i m  to m o u n t  the  scaf fo ld ,  Mr .  H i c k s  was  a s k e d  by 
the  Uni ted  S ta te s  m a r s h a l  in c h a r g e  of the e x e c u t i o n  w h e t h e r  he  w a n t e d  
to  m a k e  a s p e e c h .  Mr .  H icks ,  a t a c i t u r n  m a n ,  r e p l i e d  in the  n e g a t i v e ,  
w h e r e u p o n  the  m a r s h a l  e x c l a i m e d ,  "Oh,  go ahead  and t a lk .  Make  a 

, I  
s p e e c h .  A l l  the  boys  a r e  e x p e c t i n g  one .  

I know tha t  long  e x p e r i e n c e  of l i s t e n i n g  to l e c t u r e s  of a l l  n a t i o n a l -  
i t i e s  on a v a s t  r a n g e  of s u b j e c t s  has  m a d e  you a t h o r o u g h l y  e x p e r i e n c e d  
and c r i t i c a l  a u d i e n c e .  Hav ing  s p e n t  m y  c a r e e r  in the  B r i t i s h  T r e a s u r y  
D e p a r t m e n t ,  I f e a r  tha t  I have  p e r f o r c e  a c q u i r e d  tha t  o f f i c i a l  t a c i t u r n i t y  
of a l l  t r e a s u r i e s  w h o s e  o r a t o r y  t ends  to be  conf ined  to r e p e a t i n g  the  
w o r d  "No"  on a l i  p o s s i b l e  o c c a s i o n s .  I m u s t  t h e r e f o r e  b e g i n  by a s k i n g  
you to b e a r  wi th  m e  on a sub j ec t  wh ich  cannot  hope  to r i v a l  the  s t o r y  
Mr .  H i c k s  could  have  to ld  had  he w i s h e d .  R e m e m b e r ,  l i ke  Mr .  H i c k s '  

a u d i e n c e ,  you a s k e d  fo r  i t ,  boys  I 
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My subject today is "The Economies of the British Complex, " 

and I am afraid that my task has not been rendered any easier by the 
definition of that complex which has been given to me. 

In Britain we talk about the British Commonwealth, which has a 
population of 600 million people and embraces one-fourth of the world's 
total population. Our economists and administrators also talk a lot 
about the "sterling area, " which has roughly the same population, but 
is made up differently because it does not include Canada, and does 
include a number of non-Commonwealth countries, such as Burma, 
Iraq, and Jordan. My terms of reference today, however, confine me 
to  the B r i t i s h  I s l e s ,  A u s t r a l i a ,  New Z e a l a n d ,  South  A f r i c a ,  and  the  
B r i t i s h  c o l o n i a l  p o s s e s s i o n s .  I wi l l  do m y  b e s t  to keep  w i th in  t h i s  
d e f i n i t i o n ,  but  I w a r n  you  tha t  at  t i m e s  I w i l l  f ind i r r e s i s t i b l e  the  t e m p -  
t a t i on  to s t r a y  o u t s i d e  it in to  the  w i d e r  C o m m o n w e a l t h  and the s t e r l i n g  
area. 

The  g o v e r n i n g  w o r d  in m y  t e r m s  of r e f e r e n c e  is  " c o m p l e x , "  w h i c h  
W e b s t e r ' s  d i c t i o n a r y  d e s c r i b e s  as  "a  whole  m a d e  up of c o m p l i c a t e d  o r  
i n t e r r e l a t e d  p a r t s . "  I shou ld  l ike  to b e g i n  by g iv ing  you  a v e r y  b r i e f  
d e s c r i p t i o n  of the  e c o n o m i e s  of the v a r i o u s  p a r t s  tha t  "make up the who le  
of the  B r i t i s h  c o m p l e x ,  and then  to go on to d e s c r i b e  the  i n t e r r e l a t i o n  
b e t w e e n  t h e s e  p a r t s  and s o m e  of the  e f f e c t s  w h i c h  f low f r o m  it .  

The complex as a whole has a population of about 170 million 
people. Rather over 50 million of these people live in the British 
Isles, 24 million live in the other wholly independent countries of the 
Commonwealth, and 78 million live in the British dependencies. Geo- 
graphically, the complex stretches eastward from British Honduras 
in the Caribbean to Pacific islands within a thousand miles of the coast 
of South America. Southward it stretches from the north of Scotland 
to the Antarctic. It includes within its boundaries every known variety 
of climate and temperature, and produces in some measure every 
major agricultural and mineral product, with the possible exception 
of some metals, of which nickel is one example and molybdenum is 
another. In 1953 the complex, as defined, produced 56 percent of the 
world's supply of wool; 41 percent of its tin; 25 percent of its copper; 
50 percent of its cocoa; and 38 percent of its rubber. All of the coun- 
tries of the complex use sterling, the currency of the United Kingdom, 
as their medium of international payments. Together with the coun- 
tries of the Indian subcontinent and the non-Commonwealth countries 
to which I have referred, they make up the stei~ling area, which is the 
most important economic aggregation in the free world outside the 
United States. 
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Now, I s h a l l  t u r n  to the i n d i v i d u a l  c o u n t r i e s  and t a k e  as  the  f i r s t  
the  Uni ted  K i n g d o m  which  i s ,  and a lways  has  b e e n ,  the  c e n t e r  of the  
C o m m o n w e a l t h .  It has  a r a n g e  of i n d u s t r i a l  p r o d u c t i o n  as  wide  as  
that  of the Uni ted  S ta t e s ,  a l though we do not  p r e t e n d  to c o m p e t e  wi th  
you in v o l u m e  of output .  Look ing  at the  Uni ted  K i n g d o m ' s  e c o n o m i c  
p o t e n t i a l  o b j e c t i v e l y ,  and I wi l l  t r y  to do it o b j e c t i v e l y ,  I th ink  I would  

s u m m a r i z e  i t s  m a i n  m e r i t s  as  fo l lows:  

In the f i r s t  p l ace ,  as  I say,  i t  has  the  l a r g e s t  i n d u s t r i a l  p o t e n t i a l  
in the  f r e e  w o r l d ,  ou t s ide  the Uni ted  S ta t e s .  Its g r o s s  n a t i o n a l  p r o d u c t  
in 1952 was  r o u g h l y  t w o - e l e v e n t h s  of tha t  of the Uni t ed  S ta tes ;  it was  
o n e - t h i r d  g r e a t e r  than  tha t  of W e s t e r n  G e r m a n y ;  and it  was  40 p e r c e n t  
g r e a t e r  than  that  of F r a n c e .  In the f i e ld  of d e f e n s e ,  B r i t a i n  i s ,  I th ink ,  
the  only coun t ry  in the  wor ld ,  a p a r t  f r o m  the Uni ted  S t a t e s  and Sovie t  
R u s s i a ,  wh ich  i s  capab le ,  in m o d e r n  t i m e s ,  of equ ipp ing  i t s  own a r m e d  

f o r c e s  f r o m  i t s  o w n  i n d u s t r y .  

The  s e c o n d  s o u r c e  of e c o n o m i c  s t r e n g t h  in the Uni ted  K i n g d o m  is  
i t s  h igh ly  sk i l led '  and w e l l - e d u c a t e d  popu la t ion .  E n j o y i n g  p r a c t i c a l l y  
no r a w - m a t e r i a l  r e s o u r c e s  excep t  coal ,  the B r i t i s h  peop le  t h r o u g h o u t  
h i s t o r y  have  had to l ive  by t h e i r  w i t s .  The fact  that  we have  s u r v i v e d  
so long a n d  that  our  s t a n d a r d  of l iv ing  is  s t i l l  one of the  h i g h e s t  in  the  
w o r l d  can  in l a r g e  m e a s u r e  be a t t r i b u t e d  to our  s u c c e s s  in k e e p i n g  
t h o s e  wi t s  s h a r p e n e d .  Th i s  t e c h n i c a l  a c h i e v e m e n t  is  not  con f ined  to 
the  l a b o r  f o r c e ,  wh ich  has  p r o d u c e d  the  Ro l l s  Royce  eng ine  and has  
b r o u g h t  the  y i e l d  of whea t ,  oa ts ,  and b a r l e y  f r o m  an E n g l i s h  a c r e  up 
to r o u g h l y  twice  that  of an a c r e  in the  Uni ted  S t a t e s .  It i s  a l so  s e e n ,  
f o r  i n s t a n c e ,  in the c i ty  of London ,  which  has ,  o v e r  the  c e n t u r i e s ,  
d e v e l o p e d  tha t  s e r i e s  of unique  i n s t i t u t i o n s  and p r a c t i c e s  wh ich  m a k e  
it  e v e n  today  the f i n a n c i a l  c e n t e r  of the w o r l d .  I r e f e r  to such  t h ings  
a s  the  B r i t i s h  i n s u r a n c e  c o m p a n i e s ,  L l o y d s  of London ,  the  i n t e r -  
n a t i o n a l  b a n k i n g  s y s t e m ,  and the  m a n y  c o m m o d i t y  m a r k e t s  t h r o u g h  
w h i c h  the  p r o d u c e  of the f r e e  w o r l d  r e a c h e s  the  c o n s u m e r .  The i m -  
p o r t a n c e  of L o n d o n  in th i s  r e s p e c t  can be  i l l u s t r a t e d  by the  fac t  tha t  
when  we r e o p e n e d  the  London  gold  m a r k e t  in 1953, a f t e r  it had  b e e n  
c l o s e d  s ince  the  o u t b r e a k  of the  war ,  it  i m m e d i a t e l y  a t t r a c t e d  b a c k  
to  it the  v a s t  m a j o r i t y  of the f r e e  w o r l d ' s  gold output .  

I would  s u g g e s t  tha t  the t h i r d  ou t s t and ing  v i r t u e  of the  B r i t i s h  
e c o n o m y  is  i t s  t e c h n o l o g i c a l  a c h i e v e m e n t .  Th is  i s  only a n o t h e r  way 
of say ing  the  B r i t i s h  peop l e  s t i l l  l ive  by t h e i r  w i t s .  But  the l i s t  of 
t h ings  in wh ich  the  B r i t i s h  have  p i o n e e r e d  d e v e l o p m e n t  i s ,  I s u g g e s t  
to  you,  v e r y  i m p r e s s i v e .  To take  a few i n s t a n c e s :  In 1936, we had 
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the  f i r s t  publ ic  t e l e v i s i o n  s e r v i c e  in the w o r l d .  W h e t h e r  tha t  i s  an 
a d v a n t a g e  or  not ,  I l e a v e  to you.  In 1941 we put in to  the  a i r  the  f i r s t  
p r a c t i c a l  g a s - t u r b i n e  a i r c r a f t .  Our  w o r l d  l ead  in the  d e v e l o p m e n t  of 
r a d a r  was  one of the d e t e r m i n i n g  f a c t o r s  in the  Ba t t l e  of B r i t a i n .  
B r i t i s h  s c i e n t i s t s  w e r e  l a r g e l y  r e s p o n s i b l e  for  the d i s c o v e r y  of v i t a -  
m i n s  and p e n i c i l l i n .  D a c r o n  is  a B r i t i s h  i nven t i on ,  a l though  we c a l l  
i t  T o r y l e n e  in E n g l a n d .  We have  ju s t  a n n o u n c e d  a p r o g r a m  fo r  the  
c o n s t r u c t i o n  of n u c l e a r  p o w e r p l a n t s  wh ich  by 1965 wi l l  m e e t  a s u b -  
s t a n t i a l  p r o p o r t i o n  of our  t o t a l  e l e c t r i c i t y  r e q u i r e m e n t s .  

AgainSt  t h e s e  e l e m e n t s  of s t r e n g t h  in the B r i t i s h  e c o n o m y  m u s t  
be  s e t  a n u m b e r  of w e a k n e s s e s .  In the f i r s t  p l a c e ,  ou r  popu l a t i on  i s  
ag ing .  At the l a s t  n a t i o n a l  c e n s u s ,  no l e s s  than  11 p e r c e n t  of the  
B r i t i s h  peop le  w e r e  o v e r  65 y e a r s  of age ,  as  c o m p a r e d  wi th  an e s t i -  
m a t e  of 8 p e r c e n t  fo r  the Uni ted  S t a t e s .  I g a t h e r  tha t  the e x p e r t s  
r e c k o n  tha t  in 20 y e a r s '  t i m e  the B r i t i s h  f i g u r e  wi l l  have  r i s e n  f r o m  
11 to 16 p e r c e n t ,  whi le  the A m e r i c a n  f i g u r e  wi l l  have  r i s e n  only f r o m  
8 to 11 p e r c e n t .  

In the  s e c o n d  p l a c e ,  owing to the s i z e  of ou r  popu la t ion  and our  
l a c k  of i n d i g e n o u s  r a w  m a t e r i a l s ,  the  Uni ted  K i n g d o m  is  p e c u l i a r l y  
d e p e n d e n t  for  i t s  l i v e l i h o o d  on i m p o r t s  and e x p o r t s .  T h i s ,  of c o u r s e ,  
ha s  one i n c i d e n t a l  a d v a n t a g e ,  a s  it  has  b r o u g h t  in to  e x i s t e n c e  the 
l a r g e s t  m e r c h a n t  navy  in  the  w o r l d .  But  it  i s  c e r t a i n l y  an e m b a r r a s s -  
m e n t  in w a r .  Indeed ,  f r o m  our  point  of v i ew ,  t h e r e  is  no q u e s t i o n  
w h a t e v e r  tha t  the B a t t l e  of the A t l an t i c  was  the c r u c i a l  b a t t l e  of the  
Second  W o r l d  W a r .  

The t h i r d  d i s a d v a n t a g e ,  c e r t a i n l y ,  c o m p a r e d  to the Un i t ed  S t a t e s ,  
i s  the  v u l n e r a b i l i t y  of ou r  e c o n o m y  to e n e m y  a t t a c k  in w a r t i m e .  If I 
did not m e n t i o n  th i s  f a c t o r ,  wh ich  i s  so  p a r a m o u n t  in our  m i n d s  today ,  
I could  not p r e t e n d  to be g iv ing  you  the  ful l  p i c t u r e .  Hav ing  m e n t i o n e d  
it ,  h o w e v e r ,  I should  s a y  at once  tha t  I p e r s o n a l l y  a m  c o m p l e t e l y  u n -  
qua l i f i ed  to d i s c u s s  e i t h e r  the  ex ten t  of t ha t  v u l n e r a b i l i t y  or  the  m e a n s  
by wh ich  it can  be m i t i g a t e d .  I hope you  don ' t  a s k  m e  any q u e s t i o n s  
on tha t  one .  

T h e s e ,  as  I s ee  t h e m ,  a r e  s o m e  of the  o u t s t a n d i n g  c h a r a c t e r i s t i c s  
of the B r i t i s h  e c o n o m y .  I hope I have  b e e n  o b j e c t i v e .  To m a k e  the  
p i c t u r e  c o m p l e t e ,  h o w e v e r ,  I m u s t  s ay  s o m e t h i n g  about  i t s  p r e s e n t  
s t a t e  of h e a l t h .  I th ink  it is  d i f f i cu l t  fo r  an A m e r i c a n  to a p p r e c i a t e  the 
s t r a i n  which  Wor ld  War  II p l a c e d  upon the Uni ted  K i n g d o m .  D e s p i t e  
the  e n o r m o u s ,  i n d e e d ,  and p e r h a p s  the d e c i s i v e ,  a s s i s t a n c e  w h i c h  we 
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r e c e i v e d  f r o m  y o u r  g e n e r o u s  l e a s e - l e n d  po l i cy ,  t h e s e  s ix  y e a r s  of 
w a r  t r a n s f o r m e d  B r i t a i n  f r o m  the w o r l d ' s  l a r g e s t  c r e d i t o r  n a t i o n  in to  
the  w o r l d ' s  l a r g e s t  d e b t o r .  P e r h a p s  e v e n  m o r e  s e r i o u s  w a s  the  f a c t  
tha t  we e m e r g e d  f r o m  the  w a r  wi th  e x p o r t s  on ly  o n e - t h i r d  of the  p r e -  
w a r  l e v e l ,  and tha t  the  i n d u s t r i a l  b a s e  upon w h i c h  we had  to d e p e n d  to 
r e c a p t u r e  our  e x p o r t  m a r k e t s  had  b e e n  s e r i o u s l y  d a m a g e d  by  e n e m y  
a c t i o n  and  w o r n  out  by the  w a r  e f fo r t .  M o r e o v e r ,  d u r i n g  the  w a r ,  the  
s o - c a l l e d  t e r m s  of t r a d e  had  m o v e d  a g a i n s t  u s .  The  p r i c e  of r a w  m a -  
t e r i a l s  w h i c h  we had  to i m p o r t  had r i s e n  m o r e  s h a r p l y  than  had  t h o s e  
of the  m a n u f a c t u r e d  goods  wh ich  we had to o f f e r  to o u r  c u s t o m e r s .  
H e n c e f o r t h  we w e r e  go ing  to have  to  e x e r t  a g r e a t e r  p ~ p o r t i o n a t e  e f fo r t  
to  s e c u r e  the s a m e  v o l u m e  of i m p o r t s .  

B r i t a i n ' s  e c o n o m i c  h i s t o r y  s i n c e  1946 c o n s i s t s  l a r g e l y  of a c o n -  
c e n t r a t e d  e f fo r t  to  r e g a i n  the g r o u n d  tha t  we had  l o s t .  B y  1953 we  had  
gone  a v e r y  long  way  t o w a r d  a c h i e v i n g  th i s  o b j e c t i v e .  O u r  b a l a n c e  of 
p a y m e n t s  w a s  r e a s o n a b l y  s a t i s f a c t o r y ;  the  r e s t o r a t i o n  of o u r  i n d u s t r y  
to i t s  p r e w a r  e f f i c i e n c y  had b e e n  l a r g e l y  a c h i e v e d - - a l t h o u g h  of c o u r s e  
we had  l o s t  the  10 y e a r s  of gr 'owth tha t  we would  h a v e  e n j o y e d  in  t he  
a b s e n c e  of w a r - - a n d  ou r  e x p o r t s  w e r e  50 p e r c e n t  h i g h e r  in  v o l u m e  
than  t h e y  had  b e e n  in  1938. 

It c anno t ,  h o w e v e r ,  be  s a id  tha t  we a r e  y e t  out  of the  wood .  D e s p i t e  
the  i n c r e a s e  in the  v o l u m e  of o u r  e x p o r t s - - a s  I s a i d ,  t h e y  w e r e  up by  
50 p e r c e n t  in v o l u m e - - w e  cou ld  s t i l l  in  1953 a f f o r d  to b u y  only  abou t  85 
p e r c e n t  of ou r  1938 l e v e l  of i m p o r t s .  M o r e o v e r ,  the  w h o l e  of o u r  e c o -  
n o m i c  p o l i c y  h a s  b e e n  b e d e v i l e d  by  the  w e a k n e s s  of ou r  r e s e r v e s  of 
go ld  and  d o l l a r s .  T h e s e  r e s e r v e s ,  w h i c h  a r e  the  r e s e r v e s  of the  e n t i r e  
s t e r l i n g  a r e a ,  a r e  of c r u c i a l  i m p o r t a n c e  to u s ,  as  t h e y  a r e  the  u l t i m a t e  
m e a n s  by w h i c h  we can  c o v e r  the  gap b e t w e e n  the  p a y m e r / t s  t ha t  we  
have  to m a k e  fo r  ou r  e s s e n t i a l  i m p o r t s  f r o m  the  " d o l l a r  a r e a "  and  the  
go ld  and  d o l l a r s  tha t  we can e a r n  by  ou r  e x p o r t  of goods  and  s e r v i c e s .  

In 1953 t h e y  r e p r e s e n t e d  no m o r e  than  a 2 - m o n t h  t u r n o v e r  of the  
t o t a l  t r a d e  of the  s t e r l i n g  a r e a ,  w h e r e a s  I u n d e r s t a n d  the  c o m p a r a b l e  
f i g u r e  fo r  the Uni t ed  S t a t e s  r e s e r v e s  w a s  o v e r  two y e a r s .  I n d e e d ,  i t  
c anno t  be  sa id  tha t  the  Uni ted  K i n g d o m  h a s  f i na l l y  r e g a i n e d  i t s  e c o n o m i c  
h e a l t h  un t i l  we  h a v e  r e a c h e d  the  poin t  at w h i c h  s t e r l i n g  c a n  b e c o m e  and  
r e m a i n  fu l ly  c o n v e r t i b l e  w i th  the Uni ted  S t a t e s  d o l l a r .  B r i t i s h  p o l i c y  
i s  s t r i v i n g  h a r d  to  a t t a i n  th i s  o b j e c t i v e ,  bu t  i t s  a c h i e v e m e n t  m u s t  d e p e n d  
on a n u m b e r  of f a c t o r s ,  not  the  l e a s t ,  if I m a y  say  so,  upon  the  f o r e i g n  
e c o n o m i c  p o l i c y  of the  Uni t ed  S t a t e s .  
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I now t u r n  to the  s e c o n d  c o m p o n e n t  of the B r i t i s h  c o m p l e x ,  w h i c h  

c o n s i s t s  of the  i n d e p e n d e n t  c o u n t r i e s  of A u s t r a l i a ,  New Z e a l a n d ,  and 
South A f r i c a .  To t h e s e  I would  add,  fo r  the  s a k e  of c o n v e n i e n c e ,  the  
new F e d e r a t i o n  of R h o d e s i a  and N y a s a l a n d ,  w h i c h  i s  v e r y  n e a r  to  fu l l  
i n d e p e n d e n c e  and w h o s e  e c o n o m y  e x h i b i t s  m a n y  of the  s a m e  c h a r a c t e r -  
i s t i c s .  Al l  t h e s e  c o u n t r i e s  have  t h e i r  own i n d i v i d u a l  f e a t u r e s  and  p r o b -  
l e m s .  Th i s  m o r n i n g  I c a n  only a t t e m p t  v e r y  b r i e f l y  to  s e t  b e f o r e  you  
s o m e  i m p o r t a n t  c h a r a c t e r i s t i c s  c o m m o n  to t h e m  a l l .  

The  f i r s t  and m o s t  obv ious  of t h e s e  i s  the  e x t e n t  to w h i c h  a l l  t h e s e  
c o u n t r i e s  a r e  d e p e n d e n t  upon p r i m a r y  p r o d u c t i o n  fo r  t h e i r  l i v i n g .  Take  
the  c a s e  of New Z e a l a n d - - i n  1953, 36 p e r c e n t  of h e r  e x p o r t  e a r n i n g s  
c a m e  f r o m  wool ,  22 p e r c e n t  f r o m  b u t t e r ,  18 p e r c e n t  f r o m  m e a t ,  and  
the  e n t i r e  b a l a n c e  f r o m  o t h e r  p r o d u c t s  of the  f a r m  and f i e l d .  O r  t a k e  
South A f r i c a ,  who in the  s a m e  y e a r  d e r i v e d  o v e r  o n e - t h i r d  of h e r  t o t a l  
f o r e i g n  e a r n i n g s  f r o m  the  p r o d u c t s  of h e r  gold  m i n e s ,  and a f u r t h e r  
o n e - s i x t h  f r o m  h e r  woo l  p r o d u c t i o n .  

The  s e c o n d  n o t a b l e  f e a t u r e  of t h e s e  c o u n t r i e s  i s  tha t  t h e y  a r e  a l l  
e x p a n d i n g  t h e i r  e c o n o m i e s  v e r y  r a p i d l y .  The  E u r o p e a n ,  w h i c h  i s  the  
l a r g e s t  i m m i g r a n t  popu la t ion  of S o u t h e r n  R h o d e s i a ,  m u l t i p l i e d  two and  
a ha l f  t i m e s  b e t w e e n  1938 and 1952. A u s t r a l i a  in r e c e n t  y e a r s  h a s  b e e n  
a c c e p t i n g  i m m i g r a n t s  at  a h i g h e r  r a t e  in  p r o p o r t i o n  to  h e r  t o t a l  p o p u l a -  
t ion  t han  w a s  e v e r  a c h i e v e d  in the Uni ted  S t a t e s  d u r i n g  the  p e a k  in f low 
of E u r o p e a n  i m m i g r a n t s  d u r i n g  the n i n e t e e n t h  c e n t u r y .  In e i g h t  y e a r s  
A u s t r a l i a ' s  p o p u l a t i o n  h a s  r i s e n  by  20 p e r c e n t .  

F r o m  t h i s  f a c t o r  f lows  the  c o n s e q u e n c e  tha t  a l l  t h e s e  c o u n t r i e s  
a r e  s h o r t  of c a p i t a l  w i th  w h i c h  to f i n a n c e  t h e i r  d e v e l o p m e n t ,  and m u s t  
c o n s t a n t l y  b o r r o w  new r e s o u r c e s  f r o m  the  c a p i t a l  e x p o r t i n g  c o u n t r i e s  
of the w o r l d .  F o r t u n a t e l y  fo r  t h e m ,  t h e y  can  o f f e r  to  i n v e s t o r s  the  
a t t r a c t i o n s  of s t a b l e ,  h o n e s t  i n t e r n a l  g o v e r n m e n t ,  an  u n b l e m i s h e d  c r e d i t  
r e p u t a t i o n ,  and  sound  e c o n o m i c  p r o s p e c t s .  It  i s  f o r  r e a s o n s  l i k e  t h e s e  
tha t  A u s t r a l i a  i s  now the  l a r g e s t  s i n g l e  d e b t o r  of the  I n t e r n a t i o n a l  B a n k ,  
and  h a s  r e c e n t l y  b e e n  ab le  to r a i s e  h e r  f i r s t  p o s t w a r  loan ,  on h e r  own 
c r e d i t ,  in the New Y o r k  m a r k e t .  N e v e r t h e l e s s ,  the  u r g e  to  e x p a n d  h a s ,  
s i n c e  the  w a r ,  a t  t i m e s  o u t r u n  the r e s o u r c e s  a v a i l a b l e  f o r  the  p u r p o s e ,  
and a l l  t h e s e  c o u n t r i e s  h a v e  in the pa s t  10 y e a r s  e x p e r i e n c e d  o c c a s i o n a l  
e m b a r r a s s i n g  b o u t s  w i th  i n f l a t i on .  

The  t h i r d  c o m m o n  c h a r a c t e r i s t i c  of t h e s e  c o u n t r i e s  i s  t h e i r  g r o w i n g  
i n d u s t r i a l i z a t i o n .  C o m p a r e d  to  t h e i r  p r i m a r y  p r o d u c t i o n ,  the  f i g u r e s  
fo r  i n d u s t r y  m a y  not  be  p a r t i c u l a r l y  i m p r e s s i v e .  Bu t ,  if we a r e  t a l k i n g  
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of w a r  p o t e n t i a l ,  we shou ld  t ake  no te  t ha t  in  1954 A u s t r a l i a  p r o d u c e d  
n e a r l y  2 .5  m i l l i o n  s h o r t  t ons  of s t e e l  and o v e r  60 ,000  m o t o r  c a r s  of 
i t s  own d e s i g n ,  and t ha t  South A f r i c a ' s  i n d u s t r i a l  output  i n c r e a s e d  b y  

60 p e r c e n t  b e t w e e n  1943 and 1948. 

The  t h i r d  c o m p o n e n t  of the  B r i t i s h  c o m p l e x  i s  the  B r i t i s h  C o l o n i a l  

E m p i r e .  

H e r e  p e r h a p s  I m a y  d i g r e s s  a m o m e n t  to  s a y  s o m e t h i n g  about  the  
p l a c e  of the  c o l o n i e s  in  the  C o m m o n w e a l t h .  I know w e l l  t h a t  e v e r  s i n c e  
1"/76 " c o l o n y "  h a s  r a n k e d  as  r a t h e r  a d i r t y  word  in  t h i s  c o u n t r y ,  and 
E n g l i s h m e n  who a r e  f o o l h a r d y  enough  to ca l l  an A u s t r a l i a n  or  a C a n a -  
d i an  a " c o l o n i a l "  do so a t  t h e i r  p e r i l .  N e v e r t h e l e s s ,  I do not  t h i n k  t h a t  
t h e  m o d e r n  C o m m o n w e a l t h  h a s  any  r e a s o n  w h a t e v e r  to h a n g  i t s  h e a d  in  
s h a m e  on the  s u b j e c t  of the  c o l o n i a l  E m p i r e .  C o n s t i t u t i o n a l l y ,  B r i t a i n  
h a s  h o n e s t l y  s t r i v e n  fo r  m a n y  d e c a d e s  to b r i n g  i t s  c o l o n i a l  t e r r i t o r i e s  
to  the  po in t  a t  wh ich  t h e y  a r e  r e a d y  to  e x e r c i s e  c o m p l e t e  s o v e r e i g n t y ,  
and I c an  a s s u r e  you  tha t  the  p o l i t i c a l  r e p r e s e n t a t i v e s  of the  c o l o n i e s  
t h e m s e l v e s  t a k e  good c a r e  to  s ee  tha t  the  poin t  a t w h i c h  t h i s  s t a g e  in  
t h e i r  d e v e l o p m e n t  h a s  b e e n  r e a c h e d  i s  not  l e f t  to the  u n i l a t e r a l  d e c i s i o n  

of the  b u r e a u c r a t s  of W h i t e h a l l .  

E c o n o m i c a l l y ,  the  c o l o n i e s  b e n e f i t  in  s e v e r a l  w a y s  f r o m  t h e i r  
s t a t u s  in  the  C o m m o n w e a l t h .  M a n y  of t h e i r  e x p o r t s  e n j o y  a s u b s t a n t i a l  
p r e f e r e n c e  in  the  Uni t ed  K ingdom and,  in the  c a s e  of s o m e  c o m m o d i t i e s ,  
s u c h  a s  s u g a r ,  t h i s  a m o u n t s  to  a g u a r a n t e e d  m a r k e t .  A l a r g e  p r o p o r -  
t i on  of the  c o s t  of t h e i r  m i l i t a r y  p r o t e c t i o n  wh ich ,  a s  can  be  s e e n  by  the  
~ a s e s  of M a l a y a  and Kenya ,  can  be v e r y  h i g h  indeed ,  i s  b o r n e  b y  t h e  
U n i t e d  K i n g d o m .  M o r e o v e r ,  d e s p i t e  the  s t r a i n  i m p o s e d  upon h e r  own 
r e s o u r c e s  b y  the  t a s k  of r e c o v e r i n g  f r o m  the  w a r ,  the  Uni t ed  K i n g d o m  
i s  t h i s  y e a r  p r o v i d i n g  h e r  c o l o n i e s  w i th  o v e r  150 m i l l i o n  d o l l a r s  in  
g r a n t s  a l one ,  and a m u c h  l a r g e r  a m o u n t  in  loan  c a p i t a l .  

I know tha t  i t  i s  of ten  s a i d  tha t  e c o n o m i c  b e n e f i t s  a r e  no  c o m p e n -  
s a t i o n  fo r  c o l o n i a l  s t a t u s ,  and P a t r i c k  H e n r y ' s  w a r  c r y  h a s  e c h o e d  
a r o u n d  the  w o r l d .  Bu t  I would  a s k  you  to  r e m e m b e r  t h a t  C e y l o n ,  the  
l a s t  c o u n t r y  in  the  C o m m o n w e a l t h  to  a c h i e v e  fu l l  i n d e p e n d e n c e ,  h a s  
r e m a i n e d  w i t h i n  i t  of h e r  own f r e e  wi l l ,  and t ha t  the  P r i m e  M i n i s t e r  of 
the  Gold  C o a s t  (wh ich  w i l l  in  a l l  p r o b a b i l i t y  be  the  n e x t  c o u n t r y  to  c r o s s  
the  f r o n t i e r  to i n d e p e n d e n c e ,  and i s  e x p e c t e d  to  do so  w i t h i n  the  nex t  
two y e a r s )  h a s  a l r e a d y  a n n o u n c e d  h i s  i n t e n t i o n  of s e e k i n g  to fo l low C e y -  
l o n ' s  e x a m p l e .  I m i g h t  add tha t  in  M a l t a ,  a co lony  w h i c h  a l r e a d y  e n j o y s  
c o m p l e t e  i n d e p e n d e n c e  in  h e r  i n t e r n a l  a f f a i r s ,  and w h i c h  i s  p r o b a b l y  



w e l l  known to s o m e  of you  g e n t l e m e n ,  t h e r e  i s  even  s o m e  t a lk  of s e e k i n g  
c o m p l e t e  a b s o r p t i o n  in to  the Uni ted  K i n g d o m  and b e c o m i n g  a n o t h e r  p a r t  
of i t ,  l ike  E n g l a n d ,  Sco t l and ,  N o r t h e r n  I r e l a n d ,  and W a l e s .  

I a m  a f r a i d  tha t  it  i s  qui te  i m p o s s i b l e  fo r  m e  to d e s c r i b e  in any  
d e t a i l  the  e n o r m o u s l y  v a r i e d  e c o n o m i c  c i r c u m s t a n c e s  of t h e s e  t e r r i -  
t o r i e s .  T h e y  r a n g e  f r o m  the h igh ly  i n d u s t r a l i z e d  c i ty  of Hong Kong  to 
the  m o s t  p r i m i t i v e  s u b s i s t e n c e  e c o n o m i e s  in A f r i c a .  It can ,  h o w e v e r ,  
be  sa id  tha t ,  b r o a d l y  s p e a k i n g ,  t hey  show a l l  the  c h a r a c t e r i s t i c s  of 
u n d e r d e v e l o p e d  c o u n t r i e s  t h r o u g h o u t  the  w o r l d .  T h e r e  is  the  d a n g e r o u s  
d e p e n d e n c e  on one o r  two p r i m a r y  c r o p s .  No l e s s  t han  e i g h t  c o l o n i e s  
d e r i v e  m o r e  than  70 p e r c e n t  of t h e i r  e x p o r t  e a r n i n g s  f r o m  a s i n g l e  e x -  
p o r t .  ( C u r i o u s l y  enough ,  in the  c a s e  of Z a n z i b a r ,  t h i s  c r o p  h a p p e n s  
to be c l o v e s . )  T h e r e  is  the c o n s e q u e n t  v u l n e r a b i l i t y  of the  e c o n o m y  to 
w o r l d  p r i c e  m o v e m e n t s  ou t s ide  the c o l o n i e s '  c o n t r o l .  T h e r e  i s  the  
u r g e n t  n e e d  f o r  the b a s i c  s e r v i c e s  of t r a n s p o r t ,  p o w e r ,  i r r i g a t i o n ,  
s a n i t a t i o n ,  and e d u c a t i o n ,  wi thou t  w h i c h  no s i g n i f i c a n t  i n c r e a s e  in the  
s t a n d a r d  of l iv ing  i s  p o s s i b l e .  And,  f i na l l y ,  t h e r e  is  the  l a c k  of s k i l l e d  
m a n p o w e r  w h i c h  p l a c e s  an o v e r r i d i n g  l i m i t a t i o n  on the p a c e  of e c o n o m i c  
p r o g r e s s .  In th i s  l a t t e r  r e s p e c t  the c o l o n i e s ,  b r o a d l y  s p e a k i n g ,  d i f f e r  
f r o m  the i n d e p e n d e n t  c o u n t r i e s  of the  C o m m o n w e a l t h .  The  b r a k e  on 
d e v e l o p m e n t  in the  c o l o n i e s  is  t r a i n e d  m a n p o w e r .  In the  i n d e p e n d e n t  
c o u n t r i e s  it  i s  m a t e r i a l  r e s o u r c e s .  

So f a r ,  I have  b e e n  s p e a k i n g  s e p a r a t e l y  of what  W e b s t e r  c a l l s  the  
" c o m p l i c a t e d  and i n t e r r e l a t e d  p a r t s "  of the  B r i t i s h  c o m p l e x .  What  a r e  
the a d d i t i o n a l  e l e m e n t s  of s t r e n g t h  tha t  the  c o m p l e x  d e r i v e s  f r o m  the 
f ac t  t ha t  t h e s e  p a r t s  m a k e  up a whole  ? 

T h i s ,  I th ink ,  can  be ap t ly  s u m m e d  up in W e b s t e r ' s  d e f i n i t i o n  of 
the  o t h e r  f o r m  of c o m p l e x - - t h e  p s y c h o l o g i c a l  one.  He d e s c r i b e d  t h i s  
as  "a  s y s t e m  of d e s i r e s  and m e m o r i e s  w h i c h  . . . e x e r t s  a d o m i n a t i n g  
i n f l u e n c e  on the  p e r s o n a l i t y . "  

The  B r i t i s h  c o m p l e x - - a n d  h e r e  I a m  a f r a i d  tha t  I m u s t  s p e a k  of 
the  C o m m o n w e a l t h  as  a w h o l e - - i s  bound  t o g e t h e r  by f a c t o r s  w h i c h  have  
in the p a s t ,  and  wi l l  I hope  in the  f u t u r e  add g r e a t l y  to the s u m  t o t a l  of 
the  s t r e n g t h  of i t s  i n d i v i d u a l  p a r t s .  

The  f i r s t  i n f l u e n c e  i s  the  c o m m o n  r e s p e c t  fo r  a c o n s t i t u t i o n a l  t r a -  
d i t ion  of o r d e r e d  f r e e d o m  and p a r l i a m e n t a r y  g o v e r n m e n t  w h i c h  w a s  
E n g l i s h  in o r i g i n  but  h a s ,  in the  c o u r s e  of the l a s t  200 y e a r s ,  b e e n  
g r e a t l y  e n r i c h e d  by  c o n t r i b u t i o n s  f r o m  e l s e w h e r e  in the  C o m m o n w e a l t h .  
The  l e s s o n  of f r e e d o m  w h i c h  y o u r  o r i g i n a l  s e t t l e r s  b r o u g h t  wi th  t h e m  
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f r o m  Eng land ,  and had  to r e t e a c h  to  the  m o t h e r  c o u n t r y  at  Y o r k t o w n ,  
h a s  b e e n  w e l l  " l e a r n t . "  The whole  c o n s t i t u t i o n a l  h i s t o r y  of the  s e c o n d  
B r i t i s h  E m p i r e  can  be r e g a r d e d  as  a p r o g r e s s  t o w a r d  s e l f - g o v e r n m e n t  
by i t s  c o m p o n e n t  p a r t s .  Today  the  C o m m o n w e a l t h  has  of ten  b e e n  d e -  
s c r i b e d  as  a p r o c e s s i o n  h e a d e d  by i t s  e igh t  i n d e p e n d e n t  na t i ons  and 
s t r e t c h i n g  b a c k w a r d  t h r o u g h  a b e w i l d e r i n g  v a r i e t y  of c o n s t i t u t i o n s  r e p -  
r e s e n t i n g  p r a c t i c a l l y  e v e r y  s t age  of the  advance  of . s e l f - g o v e r n m e n t .  

It ha s ,  m o r e o v e r ,  b e e n  a s i n g u l a r l y  fo r t una t e  f e a t u r e  of the  C o m -  
m o n w e a l t h ' s  d e v e l o p m e n t  tha t  the g r o w i n g  po l i t i ca l  i n d e p e n d e n c e  of i t s  
m e m b e r s ,  one f r o m  the  other~ has  not  a f f ec t ed  the  t i e s  of r e s p e c t  and 
s e n t i m e f i t  wh ich  b ind  t h e m  t o g e t h e r .  It i s  a c u r i o u s  f e a t u r e  of the  C o m -  
m o n w e a l t h  tha t  i t  h a s  no c e n t r a l  o r g a n s  of any s o r t  e x c e p t  the  B r i t i s h  
m o n a r c h y .  E v e n  h e r e ,  the  Queen  r e i g n s  in Canada  and Cey lon  as  Q u e e n  
of t h o s e  c o u n t r i e s  and not  as  Queen  of the  Uni ted  K i n g d o m .  She d o e s  
not ,  in fac t ,  r e i g n  in the  Repub l i c  of India  at a l l .  H e r  p o s i t i o n  t h e r e  i s  
s o l e l y  tha t  of " H e a d  of the  C o m m o n w e a l t h .  " 

The  m a c h i n e r y  wh ich  k e e p s  the  C o m m o n w e a l t h  t o g e t h e r  i s  in  f ac t  
the  m a c h i n e r y  of j o in t  c o n s u l t a t i o n  b e t w e e n  i n d e p e n d e n t  s o v e r e i g n  
n a t i o n s .  T h i s  goes  on con t i nuous ly  on a l l  l e v e l s  and on a l l  s u b j e c t s .  
T h e r e  a r e  P r i m e  M i n i s t e r s '  c o n f e r e n c e s ,  F o r e i g n  M i n i s t e r s '  c o n f e r -  
e n c e s ,  c o n f e r e n c e s  of the  s p e a k e r s  of t h e  d i f f e r e n t  p a r l i a m e n t s .  T h e r e  
a r e  e v e n  c o n f e r e n c e s  of the  g o v e r n i n g  a u t h o r i t i e s  of the  g a m e  of c r i c k e t ,  
w h i c h  i s  i t s e l f  no  m e a n  c e m e n t  in the  C o m m o n w e a l t h  s t r u c t u r e .  T h r o u g h  
s u c h  c o n s u l t a t i o n s  the  C o m m o n w e a l t h  s t r i v e s  to  a t ta in  the  w i d e s t  m e a s -  
u r e  of  a g r e e m e n t  on the  p r o b l e m s  which  face  i t .  N a t u r a l l y ,  s u c h  a g r e e -  
m e n t  i s  not  a l w a y s  c o m p l e t e  b e t w e e n  c o u n t r i e s  w h o s e  c i r c u m s t a n c e s  
a r e  so d i f f e r e n t .  But C o m m o n w e a l t h  c o n f e r e n c e s  t end  to be m o r e  s u c -  
c e s s f u l  than  m o s t  i n t e r n a t i o n a l  g a t h e r i n g s  in  h a m m e r i n g  out a c o m m o n  
l ine  of po l i cy  and,  once t h i s  ha s  b e e n  a c h i e v e d ,  the  s t r e n g t h  of m u t u a l  
r e s p e c t  and u n d e r s t a n d i n g  wi th in  the  C o m m o n w e a l t h  h e l p s  to i n s u r e  
tha t  e a c h  i n d e p e n d e n t  m e m b e r  c o u n t r y  m a k e s  i t s  fu l l  c o n t r i b u t i o n  t o -  
w a r d s  c a r r y i n g  tha t  po l i cy  in to  e f f ec t .  

It i s  w i th  one of the  m o s t  i m p o r t a n t  of t h e s e  a r r a n g e m e n t s  f o r  
C o m m o n w e a l t h  c o n s u l t a t i o n  tha t  I a m  p a r t i c u l a r l y  c o n c e r n e d  t oday .  
The  p e r i o d i c  e c o n o m i c  c o n f e r e n c e s  of C o m m o n w e a l t h  F i n a n c e  M i n -  
i s t e r s  a r e  in e f fec t  the  c o o r d i n a t i n g  e l e m e n t  in a s y s t e m  w h o s e  p u r -  
pose  is  to  g ive  the  s t r e n g t h  of un i ty  to the  i n d i v i d u a l  m e m b e r s  of the  
c lub.  T h e y  a r e  the  apex  of a p y r a m i d  of c o n s t a n t  e c o n o m i c  c o n s u l t a -  
t ion  at  a l l  l e v e l s ,  bo th  f o r m a l  and i n f o r m a l  L e t  m e  at once  say  tha t  
t h e r e  i s  in th i s  s y s t e m  no m o r e  un i ty  in  the  s e n s e  of un i f i ed  c o n t r o l  
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o r  d i r e c t i o n  t h a n  t h e r e  i s  u n i t y  in the  d i r e c t i o n  of the  f o r e i g n  p o l i c i e s  
of s a y  Ind ia  and  P a k i s t a n  and  C a n a d a .  H e r e  a g a i n  the  C o m m o n w e a l t h  
f u n c t i o n s  by d i s c u s s i o n  b e t w e e n  e q u a l  p a r t n e r s  and  s e e k s  to  a c h i e v e  
u n i t y  of p u r p o s e  in  the  m u n d a n e  t a s k  of t h r a s h i n g  out  the  w o r d i n g  of a 
j o i n t  c o m m u n i q u e .  N e v e r t h e l e s s ,  t h e r e  i s  a s y s t e m ,  w h e t h e r  we a r e  
p r e p a r e d  to a d m i t  i t  o r  n o t - - t h e  s y s t e m  w h i c h  h a s  c o m e  to be  c a l l e d  
the  s t e r l i n g  a r e a .  

I do  no t  t h i n k  t h a t  it  i s  n e c e s s a r y  fo r  m e  to a t t e m p t  t o  g ive  y o u  a 
d e t a i l e d  a c c o u n t  of the  h i s t o r y  and  w o r k i n g s  of t he  s t e r l i n g  a r e a .  
F u n d a m e n t a l l y ,  i t  i s  t he  m a t e r i a l  e x p r e s s i o n  of the  f a c t  t h a t  t he  e c o n -  
o m i e s  of  a l a r g e  n u m b e r  of c o u n t r i e s  t h r o u g h o u t  the  w o r l d  a r e  so  
c l o s e l y  c o n n e c t e d  w i th  t h a t  of the  U n i t e d  K i n g d o m  tha t  t h e y  h a v e  b a s e d  
t h e i r  own c u r r e n c i e s  on s t e r l i n g ,  u s e  s t e r l i n g  in t h e i r  i n t e r n a t i o n a l  
t r a n s a c t i o n s ,  and  ho ld  a s u b s t a n t i a l  p a r t  of t h e i r  own r e s e r v e s  in  t h a t  
c u r r e n c y .  It i s  f o r  t h i s  r e a s o n ,  i n c i d e n t a l l y ,  t h a t  C a n a d a ,  w h o s e  e c o n -  
o m y  i s  so  c l o s e l y  i n t e g r a t e d  wi th  the  U n i t e d  S t a t e s ,  i s  no t  a m e m b e r  
of t he  s t e r l i n g  a r e a .  It i s  a l s o  fo r  t h i s  r e a s o n  t h a t  a n u m b e r  of n o n -  
C o m m o n w e a l t h  c o u n t r i e s ,  l i ke  the  I r i s h  R e p u b l i c  and  B u r m a ,  r e m a i n  
in  i t .  It d o e s  c o v e r  h o w e v e r ,  the  who le  B r i t i s h  c o m p l e x  a s  i t  h a s  
b e e n  d e f i n e d  f o r  m e  t o d a y .  

How d o e s  the  e x i s t e n c e  of the  s t e r l i n g  a r e a  i n c r e a s e  t he  s t r e n g t h  
of  i t s  c o m p o n e n t  p a r t s  ? I s u g g e s t  t h a t  i t  d o e s  so  in t h r e e  w a y s .  

In the  f i r s t  p l a c e ,  i t s  m o s t  o u t s t a n d i n g  f e a t u r e  i s  t h a t  i t  p o o l s  i t s  
r e s e r v e s  of  go ld  and  d o l l a r s .  T h i s  m e a n s  t h a t  w h a t e v e r  h a p p e n s  to  
t he  t e r m s  of t r a d e ,  i t  can  m a x i m i z e  i t s  t r a d e  w i t h  t h o s e  a r e a s  in  t he  
w o r l d ,  n o t a b l y  the  U n i t e d  S t a t e s  and  Canada~ w h i c h  d e m a n d  go ld  o r  
d o l l a r s  f o r  t h e i r  e x p o r t s .  If t h e s e  r e s e r v e s  w e r e  s p l i t  up  a m o n g  t he  
individual countries and each of them had to conduct its trade in such 
a way as not to let its own little hoard fall below the danger line, there 
would be much less trade. Every country in the area, moreover, 
benefits from the fact that i% embraces both industrial and primary 
economies, because this means that whichever way the terms of trade 
may swing there will always be some part of the area contributing to 
the central pool. 

In the  s e c o n d  p l a c e ,  t r a d e  f l ows  m o r e  f r e e l y  w i t h i n  the  s t e r l i n g  
a r e a  t h a n  w i t h i n  any  o t h e r  g r o u p  of c o u n t r i e s  in  t he  w o r l d .  T h i s  i s  
p a r t l y  due  to  the  f ac t  t h a t  t he  a r e a  c o n s i s t s  of c o u n t r i e s  w h o s e  e c o n -  
o m i e s  h a v e  a l w a y s  b e e n  c o m p l e m e n t a r y - - t h e  U n i t e d  K i n g d o m  s u p p l y i n g  
t he  m a n u f a c t u r e d  g o o d s  and  the  o u t e r  s t e r l i n g  a r e a  s u p p l y i n g  the  p r i m a r y  
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p r o d u c t s .  Bu t  i t  i s  a l s o  due  to  t he  f ac t  t h a t  a l l  p a r t s  of the  a r e a  t r a d e  
and  k e e p  t h e i r  a c c o u n t s  in the  s a m e  c u r r e n c y .  

T h i r d l y ,  and  f o r  s i m i l a r  r e a s o n s ,  t h e r e  a r e  v e r y  few i m p e d i m e n t s  
to  the  f low of c a p i t a l  w i t h i n  the  s t e r l i n g  a r e a .  T h e  w o r l d  i s  b e s e t  by  
e x c h a n g e  c o n t r o l s .  An E n g l i s h m a n  c a n n o t  t r a n s f e r  h i s  c a p i t a l  to  the  
Un i t ed  S t a t e s  w i t h o u t  a g o v e r n m e n t  p e r m i t ,  w h i c h ,  I c an  a s s u r e  you ,  
t he  B r i t i s h  T r e a s u r y  m a k e s  h a r d  to  o b t a i n .  Many  c o u n t r i e s  e v e n  l i m i t  
the  r e m i t t a n c e  of c u r r e n t  e a r n i n g s  to  a f o r e i g n e r .  None  of t h i s  h a p -  
p e n s  in the  s t e r l i n g  a r e a .  T h e  f r e e d o m  of c a p i t a l  m o v e m e n t  i n s i d e  the  
s t e r l i n g  a r e a  i s  t h e r e f o r e  of g r e a t  i m p o r t a n c e  to c a p i t a l - h u n g r y  c o u n -  
t r i e s  l i ke  A u s t r a l i a  and  New Z e a l a n d .  

Of c o u r s e  t i e s  o f  k i n s h i p ,  m u t u a l  u n d e r s t a n d i n g ,  u n h a p p y  e x p e r i -  
e n c e s  of i n v e s t m e n t s  in  f o r e i g n  c o u n t r i e s ,  and  m a n y  o t h e r  f a c t o r s  
n a t u r a l l y  t e n d  to  a t t r a c t  B r i t i s h  c a p i t a l  to  o t h e r  c o u n t r i e s  of t he  C o m -  
m o n w e a l t h .  B u t  the  e a s e  wi th  w h i c h  c a p i t a l  can  be  m o v e d  w i t h i n  t he  
s t e r l i n g  a r e a  h a s  g r e a t l y  a c c e n t u a t e d  t h i s  m o v e m e n t  and  h a s  c o n t r i b u t e d  
s u b s t a n t i a l l y  to  the  r a p i d  e c o n o m i c  d e v e l o p m e n t  of i t s  m e m b e r s  s i n c e  
W o r l d  W a r  II.  

I t h i n k  t h e r e f o r e  t ha t  I can  s u m  up the  e c o n o m i c  v a l u e  of the  B r i t i s h  
c o m p l e x  t o  i t s  m e m b e r s  by s a y i n g  tha t ,  f i r s t ,  i t  g i v e s  to e a c h  and  a l l  
.of t h e m  a v i t a l  i n t e r e s t  in  the  e c o n o m i c  h e a l t h  and  the  s t r e n g t h  of the  
o t h e r s ;  s e c o n d ,  t h a t  t h i s  i n t e r e s t  i s  f o s t e r e d  t h r o u g h  c o n s t a n t  c o n s u l t a -  
t i o n  w h i c h  i n s u r e s  t h a t  e x p e r i e n c e s  a r e  p o o l e d ,  and  e v e r y  c o u n t r y  in 
t h e  a r e a  k n o w s  and a p p r e c i a t e s  the  p r o b l e m s  of i t s  f e l l o w s ;  t h i r d ,  m e m -  
b e r s  of t he  c lub  t r y ,  so  f a r  a s  p o s s i b l e ,  to m a k e  t h e i r  e c o n o m i c  p o l i c y  
c o n s i s t e n t  w i th  i t s  g e n e r a l  o b j e c t i v e s ;  f o u r t h ,  by  m e m b e r s h i p  of t he  
s t e r l i n g  a r e a ,  c o u n t r i e s  on i t s  c i r c u m f e r e n c e  b e n e f i t  s u b s t a n t i a l l y  s o  
f a r  a s  t h e i r  n e e d s  f o r  c a p i t a l  r e s o u r c e s  a r e  c o n c e r n e d ;  and ,  f i n a l l y ,  
if  a n y  m e m b e r  of the  a r e a  g e t s  in to  s e r i o u s  d i f f i c u l t i e s ,  i t  i s  a m a t t e r  
of  s e l f - i n t e r e s t  to the  o t h e r  m e m b e r s  to  s e e  t ha t  she  g e t s  out  of t h e m  
as  e f f e c t i v e l y  and  e x p e d i t i o u s l y  as  p o s s i b l e .  In f ac t ,  e v e r y  c o u n t r y  in  
t he  s t e r l i n g  a r e a  knows  we h a v e  to  s i n k  o r  s w i m  t o g e t h e r .  

So m u c h  f o r  the  s t r u c t u r e  and i n t e r r e l a t i o n s h i p  of the  B r i t i s h  e c o -  
n o m i c  c o m p l e x .  Wha t  of i t s  f u t u r e  ? T h i s  d e p e n d s  p a r t l y  on i t s  own c o n -  
d u c t  of i t s  a f f a i r s ,  bu t  p a r t l y  a l s o  on wha t  h a p p e n s  in  the  o u t s i d e  w o r l d ,  
a nd  p a r t i c u l a r l y  in  the  U n i t e d  S t a t e s .  F u n d a m e n t a l l y ,  the  c o u n t r i e s  of 
t he  s t e r l i n g  a r e a  a r e  a l r e a d y  s t r o n g  and  t h e i r  u n d e v e l o p e d  r e s o u r c e s  a r e  
e n o r m o u s .  B u t  I w o u l d  no t  p r e t e n d  t h a t  t h e i r  c o m b i n e d  e c o n o m i c  s t r e n g t h ,  
l e t  a l o n e  t h e i r  i n d i v i d u a l  s t r e n g t h s ,  can  hope  to r i v a l  t h a t  of the  U n i t e d  
S t a t e s  w i t h i n  the  f o r e s e e a b l e  f u t u r e .  

11 



~ ~  T o  t a k e  j u s t  one  f i g u r e ,  t h e  B r i t i s h  s t e e l  p r o d u c t i o n  c a p a c i t y  i s  
t h e  t h i r d  l a r g e s t  in  t h e  w o r l d .  We a r e  v e r y  p r o u d  of  t h e  f a c t  t h a t  i t  
a m o u n t s  t o  o v e r  20 m i l l i o n  t o n s  a y e a r .  I b e l i e v e  t h e  l a s t  f i g u r e  I 
s a w  f o r  t h e  U n i t e d  S t a t e s  s t e e l  c a p a c i t y  w a s  125 m i l l i o n  t o n s .  We  of  
t h e  s t e r l i n g  a r e a ,  t h e r e f o r e ,  a r e  a c u t e l y  c o n s c i o u s  t h a t  w e  c a n n o t  
h o p e  to  a c h i e v e  a n d  r e t a i n  f u l l  p r o s p e r i t y  e n t i r e l y  b y  o u r  o w n  e x e r t i o n s .  
F o r  t h i s  we  m u s t  l o o k  to  t h e  c o o p e r a t i o n  of  t h e  U n i t e d  S t a t e s  a n d  t h e  
r e s t  o f  t h e  f r e e  w o r l d .  Of  c o u r s e ,  o u r  f i r s t  d u t y  m u s t  b e  t o  k e e p  o u r  
o w n  h o u s e  in  o r d e r .  T h e r e  h a v e  b e e n  t i m e s  s i n c e  t h e  w a r  w h e n  i t  
s e e m e d  r a t h e r  u n t i d y .  We h a d  t h e  e x c u s e  t h a t  t h e  w a r  h a d  m a d e  a 
m e s s  o f  i t ,  a n d  t h a t  we  w e r e  n o t  s t r o n g  e n o u g h  to  p u t  i t  in  o r d e r  v e r y  
q u i c k l y .  I n d e e d  o u r  a n x i e t y  to  g o  a h e a d  f a s t e r  t h a n  o u r  r e s o u r c e s  
a l l o w e d  w a s  one  of  t h e  m a n y  f a c t o r s  l e a d i n g  to  t h e  t h r e e  s e r i o u s  b a l -  
a n c e - o f - p a y m e n t s  c r i s e s  of  1947,  1949,  a n d  1951 .  B u t  I t h i n k  t h a t  
w e  c a n  r e a s o n a b l y  c l a i m  t h a t  b y  t h e  t i m e  we  h a d  s u r v i v e d  t h e  l a s t  
c r i s i s  we  h a d  l e a r n e d  o u r  l e s s o n .  T h i s  l e s s o n  w a s  s p e l l e d  o u t  f o r  u s  
a t  a v e r y  i m p o r t a n t  e c o n o m i c  c o n f e r e n c e  o f  C o m m o n w e a l t h  P r i m e  
M i n i s t e r s  in  D e c e m b e r  1952 ,  a n d  c o n s i s t e d  o f  t w o  p a r t s :  

1. A c o u n t r y  w h i c h  i s  s u f f e r i n g  f r o m  i n t e r n a l  i n f l a t i o n  c a n n o t  h o p e  
to  m a i n t a i n  a s a t i s f a c t o r y  e x t e r n a l  b a l a n c e  of  p a y m e n t s .  A l l  m e m b e r s  
o f  t h e  s t e r l i n g  a r e a  m u s t  t h e r e f o r e  l i v e  w i t h i n  t h e i r  m e a n s  i f  i t s  v i t a l  
r e s e r v e s  of  g o l d  a n d  d o l l a r s  a r e  n o t  t o  d i s a p p e a r  d o w n  t h e  d r a i n  of  t r a d e  
d e f i c i t s .  

2.  E v e r y  e f f o r t  m u s t  b e  m a d e  t o  d e v e l o p  a s  r a p i d l y  a s  p o s s i b l e  
t h e  l a t e n t  r e s o u r c e s  o f  t h e  a r e a .  

W e  w e r e  p r o m i s e d  b y  o u r  P r i m e  M i n i s t e r s  on  t h a t  o c c a s i o n  t h a t ,  i f  we  
s h o w e d  b y  o u r  a c t i o n s  t h a t  we  h a d  t a k e n  t h i s  l e s s o n  to  h e a r t ,  w e  w o u l d  
b e  w i t h i n  s i g h t  of  t h e  d a y  w h e n  i r k s o m e  e x c h a n g e  r e s t r i c t i o n s  c o u l d  b e  
r e m o v e d  a n d  o u r  p e r i o d  of  p o s t w a r  c o n v a l e s c e n c e  b r o u g h t  to  an  e n d .  
I t  i s  t h e  l e s s o n  t h a t  we  h a v e  b e e n  t r y i n g  t o  a p p l y  e v e r  s i n c e .  

On  t h e  w h o l e ,  I t h i n k  t h a t  we  h a v e  b e e n  r e a s o n a b l y  s u c c e s s f u l .  
S i n c e  t h e  1951 c r i s i s  we  h a v e  m a n a g e d  to  a d d  one  b i l l i o n  d o l l a r s  to  t h e  
c e n t r a l  g o l d  r e s e r v e s  o f  t h e  s t e r l i n g  a r e a ,  a n d  t h i s  d e s p i t e  t h e  r e c e n t  
s l i g h t  r e c e s s i o n  i n  y o u r  o w n  e c o n o m y .  T h i s  w a s  q u i t e  a n  a c h i e v e m e n t ,  
a s  o u r  f a i l u r e  to  w e a t h e r  y o u r  1949 r e c e s s i o n  c o s t  u s  s o  m a n y  d o l l a r s  
t h a t  we  h a d  to  d e v a l u e  s t e r l i n g .  M e a n w h i l e ,  we  h a v e  c o n t i n u e d  to  p o u r  
m o n e y  i n t o  t h e  d e v e l o p m e n t  o f  o u r  e c o n o m i e s  b o t h  in  t h e  U n i t e d  K i n g -  
d o m  a n d  o v e r s e a s ,  w i t h  t h e  r e s u l t  t h a t  t h e y  a r e  t o d a y  v e r y  m u c h  
s t r o n g e r  t h a n  t h e y  h a v e  b e e n  a t  a n y  t i m e  s i n c e  t h e  w a r .  In  t h i s  c o n -  
n e c t i o n  I m i g h t  s a y  t h a t ,  d e s p i t e  o u r  l o s s  of  r e s o u r c e s  d u r i n g  t h e  w a r ,  
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the  Uni ted  K i n g d o m  h a s  c o n t i n u e d  to e x p o r t  c a p i t a l  on a v e r y  m u c h  
l a r g e r  s c a l e ,  p r o p o r t i o n a t e l y ,  t han  the  Un i t ed  S t a t e s .  D u r i n g  the  
p e r i o d  1946 to 1953 o u r  ne t  e x p o r t  of c a p i t a l  ( v e r y  l a r g e l y  to the  C o m -  
m o n w e a l t h )  w a s  e s t i m a t e d  at  120 m i l l i o n  pounds  p e r  a n n u m .  

It i s  t r u e ,  of c o u r s e ,  tha t  in the  l a s t  few w e e k s  s i g n s  of i n c i p i e n t  
i n f l a t i on  have  r e a p p e a r e d  in the  e c o n o m i e s  of bo th  B r i t a i n  and  A u s -  
t r a l i a .  Bo th  c o u n t r i e s  have  had  to t ake  s t e p s  to cu rb  an u n d e s i r a b l e  
d r a i n  on t h e i r  b a l a n c e  of p a y m e n t s .  But  the  r a p i d i t y  and the  s e v e r i t y  
wi th  w h i c h  bo th  g o v e r n m e n t s  a c t e d  i s :  I t h ink ,  in i t s e l f  a r e a s s u r i n g  
s ign  tha t  t h e y  have  l e a r n e d  t h e i r  l e s s o n  and a r e  d e t e r m i n e d  to put  i t  
in to  e f f ec t .  

I a m  not  a t t e m p t i n g  to c l a i m  fo r  the s t e r l i n g  a r e a  any undue  d e -  
g r e e  of v i r t u e  fo r  t ak ing  wha t  h a r s h  e x p e r i e n c e  h a s  t augh t  i t  to  be the  
only  s e n s i b l e  c o u r s e .  What  i s  m u c h  m o r e  r e l e v a n t  i s  tha t  no a m o u n t  
of n a t i v e  v i r t u e  can  r e s t o r e  the  a r e a  to fu l l  p r o s p e r i t y  wi thou t  the  c o -  
o p e r a t i o n  of the  o u t s i d e  w o r l d .  I n t e r n a t i o n a l  t r a d e  i s  the l i fe  b lood  of 
the  s t e r l i n g  c o u n t r i e s ,  a l l  of w h o m  a r e  m a n y  t i m e s  m o r e  d e p e n d e n t  
on i m p o r t s  and  e x p o r t s  t han  the  Uni t ed  S t a t e s .  The  1952 C o m m o n -  
w e a l t h  c o n f e r e n c e  t h e r e f o r e  se t  on foot  the  s o - c a l l e d  " c o l l e c t i v e  a p -  
p r o a c h  to f r e e r  t r a d e  and p a y m e n t s .  " T h i s  w a s  d e s i g n e d  to r e e s t a b l i s h  
the  f r e e  e x c h a n g e  of c u r r e n c i e s  by m a k i n g  the  pound s t e r l i n g  f r e e l y  
c o n v e r t i b l e  and ,  by  do ing  so ,  to open  the  way  to the  e x c h a n g e  of goods  
and  s e r v i c e s  t h r o u g h o u t  the  w o r l d ,  w i thou t  the  a r t i f i c i a l  b a r r i e r s  of 
e x c h a n g e  c o n t r o l s  and i m p o r t  q u o t a s .  

The  f u n d a m e n t a l  c o n d i t i o n s  fo r  s u c h  a s t ep  w e r e  s e e n  to be  p r u d e n t  
m a n a g e m e n t  on the  p a r t  of the  s t e r l i n g  c o u n t r i e s ,  and s o m e  a s s u r a n c e s  
f r o m  the  o u t s i d e  w o r l d  t ha t ,  if  the  s t e r l i n g  c o u n t r i e s  did b e h a v e  t h e m -  
s e l v e s ,  t h e y  cou ld  r e l y  on e a r n i n g  a s u f f i c i e n c y  of f o r e i g n  e x c h a n g e  to 
e n a b l e  t h e m  to k e e p  s t e r l i n g  c o n v e r t i b l e .  

I h a v e  r e f e r r e d  b e f o r e  to the  f ac t  tha t  the  c e n t r a l  r e s e r v e s  r e p r e -  
s en t  on ly  a 2 - m o n t h  t u r n o v e r  of s t e r l i n g  a r e a  t r a d e .  The  6 4 - d o l l a r  
q u e s t i o n  of c o n v e r t i b i l i t y  i s  w h e t h e r  we can  keep  th i s  pot  s u f f i c i e n t l y  
fu l l  to g ive  to a n y o n e  ho ld ing  s t e r l i n g  the  c o n f i d e n c e  tha t  he  can  d r a w  
d o l l a r s  a g a i n s t  it  i f  he w a n t s  to do so .  If he h a s n ' t  got  tha t  c o n f i d e n c e  
and f e e l s  tha t  the  d o l l a r  i s  a s a f e r  c u r r e n c y  fo r  h i m  to ho ld  than  s t e r l i n g ,  
he  wou ld  be s i l l y  not  to s e e k  to c o n v e r t  a s  soon  as  he i s  a l l o w e d  to do 
so .  T h i s  w i l l  c a u s e  a r u n  on ou r  bank ,  and we s h a l l  have  to  c l o s e  o u r  
d o o r s .  
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2 0 8 4  
It i s  h e r e  tha t  the  r o l e  of the  Uni ted  S t a t e s  b e c o m e s  of s u c h  c r u c i a l  

i m p o r t a n c e .  You a r e  the on ly  g r e a t  c r e d i t o r  c o u n t r y  le f t  in  t he  w o r l d .  
If  o t h e r  c o u n t r i e s  d e m a n d e d  gold f r o m  us  u n d e r  the c o n d i t i o n s  I a m  
e n v i s a g i n g ,  we could  hope  to ge t  i t  b a c k  f r o m  t h e m  in t r a d e  s e t t l e m e n t s ,  
e i t h e r  d i r e c t l y  o r  i n d i r e c t l y .  But  t h e r e  is  so  m u c h  tha t  we m u s t  buy  
f r o m  you ,  and so  m u c h  m o r e  tha t  we would  l ike  to buy  f r o m  y o u  if  t r a d e  
and  f i n a n c e  w e r e  f r e e d  f r o m  t h e i r  p r e s e n t  r e s t r i c t i o n s ,  tha t  c o n v e r t i -  
b i l i t y  wi l l  a l w a y s  hold  g r e a t  r i s k s  fo r  us  un t i l  we can  s e e  o u r  w a y  to 
b a l a n c i n g  ou r  a c c o u n t s  w i th  the  Uni ted  S t a t e s .  I know tha t  the  r e c e n t  
r i s e  in ou r  gold  r e s e r v e s ,  f o r  w h i c h  I have  ju s t  sough t  to t ake  c r e d i t ,  
i s  l a r g e l y  due  to the  f low of Uni t ed  S ta t e s  d o l l a r s  in to  the r e s t  of the  
w o r l d  in the  f o r m  of e c o n o m i c  a id  and e x t r a o r d i n a r y  m i l i t a r y  e x p e n d i -  
t u r e .  The w o r l d  is  not  p e r h a p s  a l w a y s  a s  g r a t e f u l  as  i t  shou ld  be  f o r  
t h e s e  d o l l a r s .  But  I m u s t  po in t  out tha t  a id  and e x t r a o r d i n a r y  o v e r s e a s  
e x p e n d i t u r e  a r e  a v e r y  i n s e c u r e  b a s i s  f o r  s t e r l i n g  c o n v e r t i b i l i t y .  Aid ,  
l ike  c h a r i t y ,  can  a l w a y s  be cut  off at the d i s c r e t i o n  of the d o n o r .  M i l i -  
t a r y  e x p e n d i t u r e s  m a y  f a l l .  I n d e e d ,  the c o m b i n e d  e f f o r t s  of o u r  n a t i o n s '  
f o r e i g n  p o l i c i e s  a r e  d i r e c t e d  to s e c u r i n g  tha t  s o m e  day ,  s o m e  t i m e ,  
t hey  shou ld  fa l l .  What  we in the  s t e r l i n g  a r e a ,  and  in the  who le  w o r l d  
o u t s i d e  y o u r  b o u n d a r i e s ,  a r e  s e e k i n g  i s  a r e a s o n a b l e  a s s u r a n c e  tha t ,  
p r o v i d e d  we m a k e  the e f fo r t  in f r e e  and f a i r  c o m p e t i t i o n ,  we can  e a r n  
on o u r  own m e r i t s  the  d o l l a r s  tha t  we n e e d  to b a l a n c e  ou r  a c c o u n t s  w i th  
you .  We a r e  only  too a n x i o u s  to m a k e  tha t  e f f o r t .  But  you  m u s t  a l l o w  
us  in to  y o u r  m a r k e t s  if  we a r e  to do so .  

In the  p e r i o d  1946-54,  the s t e r l i n g  a r e a  s p e n t  25 b i l l i o n  d o l l a r s  in  
the  Uni ted  S t a t e s ,  and e a r n e d  only  20 b i l l i on  d o l l a r s  wi th  w h i c h  to pay  
fo r  i t .  In o t h e r  w o r d s ,  wi th  our  h a t c h e s  b a t t e n e d  down and o u r  p u r -  
c h a s e s  f r o m  the " d o l l a r  a r e a "  r e s t r i c t e d  to a b s o l u t e  e s s e n t i a l s ,  we 
w e r e  s t i l l  5 b i l l i o n  d o l l a r s  in the  r e d .  

It i s  f o r  t h i s  r e a s o n  tha t  we a r e  w a t c h i n g  so  a n x i o u s l y  the fa te  of 
A m e r i c a n  e c o n o m i c  p o l i c y .  

C O L O N E L  B A R R E T T :  G e n t l e m e n ,  M r .  F l e t t  i s  r e a d y  fo r  y o u r  
q u e s t i o n s .  

QUESTION: Si r ,  what  i s  the  s t a t u s  of Hong  Kong in the C o m m o n -  
w e a l t h ?  What  a r e  i t s  a s s e t s ,  and how b ig  a r e  t h e y ?  

MR.  F L E T T :  A r e  t hey  a l l  go ing  to be a s  d i f f i cu l t  as  t h i s ?  The  
popu la t i on  of Hong Kong i s  2 . 3  m i l l i o n .  I ts  s t a t u s  i s  tha t  of a c r o w n  
co lony .  Th i s  m e a n s  tha t  it  e n j o y s  a l a r g e  m e a s u r e  of i n d e p e n d e n c e  in 
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the  a d m i n i s t r a t i o n  of i t s  i n t e r n a l  po l i cy ,  but  tha t  i t s  f o r e i g n  po l i cy  i s ~ 0 ~  
s u b j e c t  to the c o n t r o l  of the  B r i t i s h  G o v e r n m e n t .  I t s  h i s t o r i c  i m p o r -  
t a n c e  is  tha t  i t  h a s  b e e n  one of the m a i n  p o r t s  by w h i c h  w o r l d  t r a d e  
f lows  in to  Ch ina ,  and a l t h o u g h  i t s  d i r e c t  t r a d e  with  the C h i n e s e  m a i n -  
l and  has  d i m i n i s h e d ,  i t  r e m a i n s  one of the m o s t  i m p o r t a n t  e n t r e p o t s  
in the F a r  E a s t .  

QUESTION: S i r ,  cou ld  you c o m m e n t  on the p o t e n t i a l  a m o u n t  of 
popu la t i on  tha t  A u s t r a l i a  could  s u p p o r t ,  and what  a r e  the  l i m i t i n g  
f a c t o r s  ? 

MR.  F L E T T :  I have  no i d e a  what  t h e i r  po t en t i a l  i s .  I th ink  t h e i r  
p r e s e n t  popu la t ion  i s  9 m i l l i o n ,  and the po t en t i a l  m i g h t  be  at  l e a s t  
doub le  tha t .  

The  m a i n  l i m i t i n g  f a c t o r ,  a s  I s ee  i t ,  i s  p r o b a b l y  w a t e r .  The  
c e n t e r  of A u s t r a l i a  i s  a v a s t  a r i d  d e s e r t ,  which  has  not  so f a r  shown 
m a n y  o t h e r  r e s o u r c e s  to c o m p e n s a t e  f o r  l a ck  of w a t e r .  I t h ink  tha t  
th i s  i s  one of the  r e a s o n s  fo r  the  d i f f e r e n c e  b e t w e e n  A u s t r a l i a  and 
C a n a d a .  With  the  d e v e l o p m e n t  of the new t e c h n i q u e  of m a p p i n g  and 
e x p l o r a t i o n  by  a i r ,  C a n a d a  has  found h e r s e l f  one of the  r i c h e s t  c o u n -  
t r i e s  in the  w o r l d .  The  A u s t r a l i a n s ,  on the o t h e r  hand ,  have  found in 
t h e i r  c e n t r a l  d e s e r t  l i t t l e  excep t  the d e p o s i t s  of u r a n i u m  at  R u m  J u n g l e .  
The  popu la t ion  of A u s t r a l i a  t h e r e f o r e  looks  l ike  hav ing  to con t inue  to 
c l i n g  a r o u n d  the r i m  of the c o n t i n e n t .  

A n o t h e r  l i m i t i n g  f a c t o r  on popu la t ion ,  I suppose ,  i s  the  c o m p a r a t i v e  
i n a b i l i t y  of E u r o p e a n s  to s e t t l e  in the t r o p i c a l  n o r t h ,  and the A u s t r a l i a n  
r e l u c t a n c e  to  a d m i t  A s i a t i c  i m m i g r a n t s .  

QUESTION: Going  b a c k  to Hong Kong fo r  a m o m e n t ,  in d i s c u s s i n g  
the  r e c o g n i t i o n  of Red  China ,  would  you  l ike  to d i s c u s s  the  t r a d e  of 
n o n s t r a t e g i c  m a t e r i a l s  wi th  Ch ina  and the ex ten t  at  w h i c h  s u c h  t r a d e  
m i g h t  o v e r t h r o w  the e n t e r p r i s e  for  c o n t r o l l i n g  s t r a t e g i c  m a t e r i a l ?  

MR.  F L E T T :  Not  p a r t i c u l a r l y ,  but  I w i l l  have  a shot  at  i t  if  you  
l i k e .  I t h ink  th i s  i s  one of the  po in t s  on w h i c h  t h e r e  i s  s o m e  d i f f e r e n c e  
b e t w e e n  the  B r i t i s h  and the  A m e r i c a n  a p p r o a c h .  So f a r  a s  s t r a t e g i c  
m a t e r i a l s  a r e  c o n c e r n e d ,  t h e r e  is  c o m p l e t e  a g r e e m e n t ,  as  I u n d e r s t a n d  
i t .  The  two c o u n t r i e s  got  t o g e t h e r  and d e c i d e d  on the l i s t  of s t r a t e g i c  
m a t e r i a l s  and a r e  bound by  tha t  a g r e e m e n t .  We b e l i e v e ,  h o w e v e r ,  t ha t  
t h e r e  i s  s o m e  a d v a n t a g e  in t r a d i n g  wi th  C o m m u n i s t  Ch ina  in n o n s t r a t e g i c  
m a t e r i a l s .  I t h ink  tha t  we  r e g a r d  o u r s e l v e s  a s  c l e v e r  enough  to s e c u r e  
f r o m  s u c h  t r a d i n g  at  l e a s t  a s  m u c h  b e n e f i t  fo r  the W e s t e r n  W o r l d  as  we 
c o n f e r  on the C h i n e s e .  
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~ U ~ L ) Q U E S T I O N :  What  have  b e e n  the r e s u l t s  of y o u r  r e c o g n i t i o n  of 
Red  China ,  e c o n o m i c a l l y ?  Have  any  of y o u r  b u s i n e s s m e n  got  a pound 
o r  a f a r t h i n g  out of t h e i r  i n v e s t m e a t s  in Red  C h i n a ?  

MR.  F L E T T :  I don ' t  th ink  the Red  C h i n e s e  a r e  t r e a t i n g  us  any  
b e t t e r  than  t hey  a r e  t r e a t i n g  y o u r  b u s i n e s s m e n .  Al though  I have  no 
f i g u r e s ,  I do not  b e l i e v e  that ,  in fac t ,  v e r y  m u c h  t r a d e  is  p a s s i n g .  
Ch ina  has  not  v e r y  m u c h  to o f f e r  in the w o r l d .  In so f a r  as  we a r e  
t r a d i n g  wi th  Ch ina ,  h o w e v e r ,  we a r e  ge t t i ng  pa id .  But  g e n e r a l l y  
s p e a k i n g  our  i n v e s t m e n t s  in Red  Ch ina  have  b e e n  t r e a t e d  no b e t t e r  
than  y o u r s .  

QUESTION: M r .  F l e t t ,  would  you exp la in  the  d i f f e r e n c e  fo r  m e  
b e t w e e n  the s t e r l i n g  a r e a  and the s t e r l i n g  b loc  ? 

MR.  F L E T T :  The  s t e r l i n g  b loc  was  in e f f ec t  the  n a m e  app l i ed  to 
the  p r e s e n t  s t e r l i n g  a r e a  d u r i n g  the t h i r t i e s .  At tha t  t i m e  the s t e r l i n g  
b loc  c o n s i s t e d  of r o u g h l y  the  p r e s e n t  s t e r l i n g  a r e a  p lus  a n u m b e r  of 
o t h e r  c o u n t r i e s  such  as  E g y p t  and P a l e s t i n e ,  and,  I th ink ,  the S c a n -  
d i n a v i a n  c o u n t r i e s .  T h e n  c a m e  the w a r  and the  i m p o s i t i o n  of e x c h a n g e  
c o n t r o l  by the  B r i t i s h  a u t h o r i t i e s  and t h e  o t h e r  b e l l i g e r e n t  m e m b e r s  
of the  a r e a .  The  s t e r l i n g  a r e a  t o d a y  is  the a r e a  a r o u n d  w h i c h  e x c h a n g e -  
c o n t r o l  f e n c e  w a s  e r e c t e d  at the o u t b r e a k  of w a r .  In o t h e r  w o r d s  the 
s t e r l i n g  a r e a  i s  the m o d e r n  v e r s i o n  of the s t e r l i n g  b l o c .  

QUESTION: M r .  F l e t t ,  I i n f e r  f r o m  one of y o u r  l a s t  s t a t e m e n t s  
tha t  you  a r e  i n t e r e s t e d  in what  o u r  e c o n o m i c  p o l i c y  wi l l  be .  I s u p p o s e  
you  a r e  r e f e r r i n g  to the p o s s i b l e  c h a n g e s  in our  t a r i f f  ac t  and in ou r  
t r a d e  p o l i c y  wi th  r e l a t i o n  to the w o r l d .  What  a r e  the B r i t i s h  t a r i f f  
p o l i c i e s ?  A r e  t h e r e  any  t a r i f f s  b e t w e e n  the  c o u n t r i e s  of the s t e r l i n g  
a r e a ?  A r e  t h e r e  any  b e t w e e n  the C o m m o n w e a l t h  a r e a s  w h i c h  a r e  ou t -  
s ide  the  s t e r l i n g  a r e a ,  s u c h  as  C a n a d a ?  What  in g e n e r a l ,  then ,  i s  the  
t a r i f f  s i t ua t i on  in the B r i t i s h  C o m m o n w e a l t h  o r  the  B r i t i s h  c o m p l e x ?  

MR. FL~.TT: My impression is that, within the sterling area, 
and indeed in the world as a whole, outside the dollar area, tariffs are 
not at the moment terribly important as barriers to trade. As you 
probably know, the main means by which nondollar countries are pro- 
tecting their economies is the imposition of import quotas. In other 
words I think that very few American exports to the United Kingdom 
have been frustrated by the British tariff. What has frustrated them 
has been the British system of import quotas. As regards general 
tariff policy, we have in Britain a low tariff wall. This sometimes 
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s t r i k e s  the  o u t s i d e r  a s  b e i n g  c o n s i d e r a b l y  h i g h e r  than  it  i s ,  b e c a u s e  
of the e x i s t e n c e  of a B r i t i s h  p u r c h a s e  tax .  If an E n g l i s h m a n  wan t s  to 
buy  a B r i t i s h  m o t o r  c a r ,  s o m e t h i n g  l ike  o n e - t h i r d  of the cos t  he pays  
r e p r e s e n t s  p u r c h a s e  t ax .  Anyone  b r i n g i n g  any th ing  in to  the B r i t i s h  
m a r k e t  has  to pay  th i s  p u r c h a s e  tax  in add i t i on  to the t a r i f f  c h a r g e s .  
T h e  s a l e s m a n ,  t h e r e f o r e ,  who l ands  h is  c a r  on the d o c k s  in E n g l a n d  
i s  f a c e d  wi th  a d e m a n d  fo r  s o m e t h i n g  l ike  30 p e r c e n t  of i t s  v a l u e  and 
s o m e t i m e s  m i s t a k e s  the p u r c h a s e  tax  wh ich  his  B r i t i s h  c o m p e t i t o r s  
a r e  a l s o  p a y i n g  fo r  an in iqu i tous  p r o t e c t i o n i s t  t a r i f f .  

The  i n d e p e n d e n t  c o u n t r i e s  of the s t e r l i n g  a r e a  conduc t  t h e i r  own 
t a r i f f  p o l i c i e s  wi thou t  ou t s ide  i n t e r f e r e n c e .  On the whole  t h e i r  t a r i f f s  
a r e  h i g h e r  than  o u r s ,  and of c o u r s e  a r e  d e s i g n e d  to p r o t e c t  t h e i r  own 
e c o n o m i e s .  

T h e r e  is  an  a r r a n g e m e n t  c a l l e d  i m p e r i a l  p r e f e r e n c e  u n d e r  which ,  
in  r e s p e c t  of s o m e  c o m m o d i t i e s ,  c o u n t r i e s  of the C o m m o n w e a l t h  g ive  
one  a n o t h e r  a s l i gh t  edge  in t a r i f f  r a t e s  o v e r  the ou t s i de  w o r l d .  The  
s c o p e  of t h i s  s c h e m e  has  b e e n  c o n s i d e r a b l y  r e d u c e d  s i n c e  the e a r l y  
t h i r t i e s ,  and I do not  th ink  tha t ,  b r o a d l y  speak ing ,  it  can  be e x t e n d e d  
a g a i n .  As r e g a r d s  the  d o l l a r  c o u n t r i e s  and the n o n d o l l a r  c o u n t r i e s ,  
t h e r e  is  no d i f f e r e n c e  in t a r i f f  r a t e s  in the s t e r l i n g  a r e a .  In o t h e r  
w o r d s  our  t a r i f f  on F r e n c h  m o t o r  c a r s  is  the s a m e  as  ou r  t a r i f f  on 
A m e r i c a n  m o t o r  c a r s .  

QUESTION: In the discussion about the economic potential of 
Africa and your administration in South Africa, we more or less have 
the impression that the potential of the Central African region, having 
in mind Nigeria, the Gold Coast, Kenya, and so on, i s  rather in the 
dim future. It looks to us as if, with natives with such a low level of 
education, communication, and transport, it will be a matter of cen- 
turies before you can hope to get any substantial contribution to the 
free world out of it. 

MR. F L E T T :  I would  not  s a y  c e n t u r i e s .  Th i s  is  a t h ing  I r e f e r r e d  
to in m y  t a l k - - t h e  d e v e l o p m e n t  of b a s i c  r e s o u r c e s .  As long as  you  can  
put in y o u r  r o a d s ,  h i g h w a y s ,  p o w e r ,  i r r i g a t i o n ,  and tha t  s o r t  of th ing  
(and th i s  i s  a th ing  w h i c h  h a s  to  be  done  by the g o v e r n m e n t  b e c a u s e ,  
g e n e r a l l y  s p e a k i n g ,  it  i s  not  a th ing  w h i c h  wi l l  a t t r a c t  p r i v a t e  i n v e s t o r s )  
e c o n o m i c  d e v e l o p m e n t  can  be  v e r y  r a p i d .  In the C e n t r a l  A f r i c a n  F e d -  
e r a t i o n  fo r  i n s t a n c e  w h i c h  c o n s i s t s  of S o u t h e r n  R h o d e s i a ,  N o r t h e r n  
R h o d e s i a ,  and N y a s a l a n d ,  t h i s  p o t e n t i a l  is  a l r e a d y  v e r y  g r e a t .  T h e y  
p r o d u c e  25 p e r c e n t  of the  f r e e - w o r l d  c o p p e r  and a r e  go ing  a h e a d  v e r y  
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f a s t  i n d e e d .  I shou ld  s ay  the e c o n o m i c  po t en t i a l  of the f r e e  w o r l d  wi l l  
be  g r e a t l y  s t r e n g t h e n e d  by C e n t r a l  A f r i c a  wi th in  a d e c a d e .  

QUESTION: Would you  p l e a s e  d i s c u s s  the  c o m p e t i t i o n  tha t  w i l l  
be  g iven  the Uni ted  K i n g d o m  i n d u s t r i e s  and e c o n o m y  by J a p a n  and  
G e r m a n y  ? 

MR. FLETT: Oh, we l l ,  I c a n ' t  a s s e s s  i t .  O b v i o u s l y  i t  i s  go ing  
to be v e r y  s t r i n g e n t .  G e r m a n y  and J a p a n ,  r o u g h l y ,  p r o d u c e  and  wan t  
to e x p o r t  the s a m e  type  of th ings  as  we do and you do.  All  I c an  s ay  
is ,  tha t  if we don ' t  m a i n t a i n  our  e x p o r t  t r a d e  we d i e .  The  s u i c i d e  r a t e  
in the Uni ted  K i n g d o m  has  n e v e r  b e e n  v e r y  h igh .  

C O L O N E L  WIRAK: Si r ,  I w o n d e r  if you would  g ive  us  the'~fate of 
the  v e r y  i m p o r t a n t  coa l  i n d u s t r y  as  of 1965 when  y o u r  a t o m i c  p l a n t s  
ge t  in to  p r o d u c t i o n ?  

MR.  F L E T T :  I d o n ' t  have  the  e x a c t  f i g u r e s ,  but  I th ink  tha t  the  
a t o m i c  e n e r g y  we hope to p r o d u c e  by 1965 i s  s o m e t h i n g  l ike  the  e q u i v -  
a l e n t  of 6 to 10 m i l l i o n  tons  of coa l  p e r  a n n u m .  Our  to t a l  coa l  output  
i s ,  at  p r e s e n t ,  s o m e t h i n g  o v e r  200 m i l l i o n  tons  a y e a r ,  so I th ink  tha t  
the whole  of th i s  n u c l e a r  p o w e r  p r o d u c t i o n  wi l l  be t a k e n  up in the  i n -  
c r e a s e  in c o n s u m p t i o n  d u r i n g  the p e r i o d .  

QUESTION: Can you exp la in  why the B r i t i s h  G o v e r n m e n t  in i t s  
own c o u n t r y  m a i n t a i n s  h igh t a x e s  on m o t o r  c a r s  and g a s o l i n e  as  opposed  
to g r e a t e r  d e v e l o p m e n t  of t h o s e  i n d u s t r i e s  if the t a x e s  on c a r s  and g a s -  
o l ine  w e r e  c o n s i d e r a b l y  l o w e r ,  wh ich  would r e s u l t  in p o s s i b l e  e x p a n s i o n  
of a l l  the  c o n n e c t e d  i n d u s t r i e s  a long  with  t h e m  ? 

MR.  F L E T T :  I f e a r  tha t  a l l  our  t a x e s  a r e  h igh .  The  h igh  t a x e s  
on the m o t o r  c a r  i n d u s t r y  and on the g a s o l i n e  i n d u s t r y  have  h o w e v e r  
an e c o n o m i c  j u s t i f i c a t i o n .  Our  m o t o r  c a r s  a r e  p r o b a b l y  one of o u r  
m o s t  i m p o r t a n t  e x p o r t s  of m a n u f a c t u r e d  goods  and t a x a t i o n  at h o m e  
h e l p s  to m a k e  c a r s  a v a i l a b l e  for  the e x p o r t  m a r k e t .  On g a s o l i n e ,  
b r o a d l y  speak ing ,  e v e r y  ton we i m p o r t  c o s t s  us d o l l a r s .  T h e r e f o r e  
we want  to r e s t r i c t  the c o n s u m p t i o n  of g a s o l i n e  and push  out the e x p o r t  
of m o t o r  c a r s .  

QUESTION: In o r d e r  to d e v e l o p  n a t u r a l  r e s o u r c e s ,  C a n a d a  n e e d s  
m i g r a t i o n  and c a p i t a l .  I b e l i e v e  tha t  a r e a s o n a b l e  n u m b e r  of B r i t i s h  
peop le  would  l ike  to e m i g r a t e ,  but  the r o a d b l o c k  is  c o n v e r t i b i l i t y  of 
c u r r e n c y .  Is t h e r e  any  a l t e r n a t i v e  so lu t ion  to th is  m u t u a l  p r o b l e m  ? 
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MR. F L E T T :  I d o n ' t  th ink  the  r o a d b l o c k  is  r e a l l y  c o n v e r t i b i l i t y  

of c u r r e n c y .  I qui te  a d m i t  it i s  m o r e  d i f f i cu l t  for  an E n g l i s h m a n  to 
go to C a n a d a  than  to A u s t r a l i a .  I th ink  one of the m a i n  d i f f i c u l t i e s  i s  
tha t  t h e r e  a r e  not  e n o u g h  of us .  I m e a n  tha t  on th i s  q u e s t i o n  of e m i -  
g r a t i o n  f r o m  the c e n t e r  of the c i r c u m f e r e n c e ,  you can  p r o d u c e  a good 
a r g u m e n t  s a y i n g  we ought  to s c a t t e r  ou r  popu la t ion  f r o m  the  Uni ted  
K i n g d o m  b e c a u s e  o u r  i s l a n d s  a r e  o v e r p o p u l a t e d .  You can  a l s o  p r o d u c e  
a good a r g u m e n t  s a y i n g  we have  not  enough  people  in the Uni ted  K i n g -  
d o m .  The  E n g l i s h m a n  who wan t s  to e m i g r a t e  can go to A u s t r a l i a ,  
R h o d e s i a ,  and so  f o r t h .  All  t h o s e  c o u n t r i e s  a r e  c r y i n g  fo r  t h e m .  

Whi le  i t  i s  d i f f i cu l t  to a n s w e r  a h y p o t h e t i c a l  q u e s t i o n  wi th  c o n -  
f i d e n c e ,  I doubt  w h e t h e r ,  if we open  the g a t e s  w i d e r  to C a n a d a ,  t h e r e  
wou ld  be  a v e r y  g r e a t  i n c r e a s e  in e m i g r a t i o n .  I d o n ' t  know.  I shou ld  
add h o w e v e r  tha t  we r e a l i z e  the d e s i r a b i l i t y  of r e m o v i n g  s u c h  b a r r i e r s  
to  e m i g r a t i o n  to C a n a d a .  F o r  th i s  r e a s o n  we did ,  in f a c t ,  e a s e  o u r  
e x c h a n g e  r e s t r i c t i o n s  on i m m i g r a n t s  to C a n a d a  l a s t  a u t u m n .  

QUESTION: You sa id  tha t  fo r  e v e r y  ton of p e t r o l e u m  you i m p o r t e d  
i t  c o s t  you  d o l l a r s .  I th ink  you  sa id  I r a q  was  in the s t e r l i n g  a r e a .  

MR.  F L E T T :  What  I m e a n  is tha t  wh i l e  we have  the s e c o n d  l a r g e s t  
p e t r o l e u m  i n d u s t r y  in the w o r l d ,  oi l  is  v e r y  m u c h  a d o l l a r  c o m m o d i t y .  
You can  a l w a y s  ge t  e i t h e r  d o l l a r s  o r  d o l l a r  w o r t h  fo r  the e x p o r t  of y o u r  
o i l .  If you  c o n s u m e  y o u r  own oi l  in p l e a s u r e  d r i v i n g ,  you have  to tha t  
e x t e n t  d e p r i v e d  y o u r s e l f  of the c h a n c e  of e a r n i n g  o r  s a v i n g  d o l l a r s .  

QUESTION: S i r ,  you have  m a d e  the s t a t e m e n t  tha t  B r i t i s h  a g r i -  
c u l t u r e  w a s  m o r e  p r o d u c t i v e  than  o u r s  in w h e a t  and o t h e r  g r a i n s .  
Would  you  c o m m e n t  on tha t  and t e l l  u s  why t h e r e  is  g r e a t e r  p r o d u c -  
t i v i t y  in the  Uni ted  K i n g d o m  ? 

MR.  F L E T T :  I a m  no  a g r i c u l t u r i s t .  You can  t ake  a n y t h i n g  w i th  
a g r a i n  of s a l t .  I th ink ,  h o w e v e r ,  t ha t  the  a n s w e r  i s  tha t  t h e r e  is  
m o r e  i n t e n s i v e  p r o d u c t i o n .  O u r  a g r i c u l t u r e ,  w h i c h  is  v e r y  h i g h l y  
m e c h a n i z e d ,  i s  d i r e c t e d  to  h a r v e s t i n g  the l a s t  p o s s i b l e  g r a i n  f r o m  ou r  
s m a l l  a r e a  of l and .  P e r h a p s  a l s o  we have  l ooked  a f t e r  o u r  so i l  a b i t  
b e t t e r  than  you  h a v e .  H e l p e d  a l i t t l e  by  o u r  w e t  c l i m a t e ,  we h a v e n ' t  
had  a dus t  bowl  a s  y e t .  

QUESTION: R e g a r d i n g  th i s  e x p o r t  of B r i t i s h  c a p i t a l  tha t  i s  go ing  
on, i s  t ha t  p r e t t y  m u c h  f r e e l y  d i r e c t e d ,  o r  i s  i t  g o v e r n m e n t  d i r e c t e d  
a long  l i n e s  i n t e n d e d  to b e s t  i n c r e a s e  the e c o n o m i c  p o t e n t i a l  of the  
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E m p i r e ,  o r  in c o m b i n a t i o n  with the Uni ted  S ta tes  in our  jo in t  e c o n o m i c  
po t en t i a l  i n c r e a s e  ? 

MR. F L E T T :  It i s  both .  In fac t  it i s  t h r e e  th ings .  In the f i r s t  
p l ace ,  t h e r e  is  g o v e r n m e n t  d i r e c t e d  cap i ta l  going  ab road .  F o r  i n -  
s t a n c e ,  we have  r e l e a s e d  60 m i l l i o n  pounds  of our  s u b s c r i p t i o n  to the  
W o r l d  B a n k - - w h i c h  is  in s t e r l i n g - - a n d  the  Wor ld  Bank  can now l e n d  
t h i s  to any coun t ry  in the s t e r l i n g  C o m m o n w e a l t h  which  has  s a t i s f i e d  
a n u m b e r  of c r i t e r i a  la id  down by the B r i t i s h  Gover~l~ment. In the  
s e c o n d  p lace ,  t h e r e  is  b o r r o w i n g  in the London  m a r k e t  by  the  g o v e r n -  
m e n t s  of i nd iv idua l  s t e r l i n g  a r e a  c o u n t r i e s ,  which  is  d i r e c t e d  by t h o s e  
g o v e r n m e n t s  into the c h a n n e l s  which  they  c o n s i d e r  m o s t  n e c e s s a r y .  
F i n a l l y ,  t h e r e  is  the e x p o r t  of p r i v a t e  cap i ta l  by i n d i v i d u a l s  and c o m -  
m e r c i a l  c o m p a n i e s .  If you have  cap i t a l  ave[l iable in the Uni ted  K i n g d o m  
and you want  to i n v e s t  i t  in A u s t r a l i a ,  you can do so wi thout  s e c u r i n g  
the  p e r m i s s i o n  of any g o v e r n m e n t  o r g a n i z a t i o n .  

QUESTION: W h e r e  would  you p lace  the p e t r o l e u m  i n d u s t r y  in the  
r e h a b i l i t a t i o n  of the B r i t i s h  e c o n o m y  s ince  the w a r - - f i r s t ,  s e c o n d ,  
t h i r d ,  fou r th ,  or  w h e r e ?  

MR. F L E T T :  It has  m a d e  an e n o r m o u s  c o n t r i b u t i o n .  A f t e r  the 
w a r ,  when our  r e s o u r c e s  w e r e  at an abso lu t e  m i n i m u m ,  we d e l i b e r a t e l y  
gave  to the  B r i t i s h  p e t r o l e u m  i n d u s t r y  a l l  the r e s o u r c e s  tha t  i t  n e e d e d  
fo r  i t s  d e v e l o p m e n t .  F r o m  the  point  of v iew of ou r  b a l a n c e  of p a y m e n t s  
the  i n d u s t r y  is  at l e a s t  one of the  f i r s t  s ix  c o n t r i b u t o r s  to ou r  r e c o v e r y .  
It has  b e e n  a v e r y  g r e a t  d o l l a r  e a r n e r .  You m u s t  r e m e m b e r  tha t  t h e r e  
a r e  B r i t i s h  oil  i n t e r e s t s  in South A m e r i c a  as we l l  as  in the Midd le  E a s t .  

COLONEL WALSH: Mr .  F l e t t ,  you r e f e r r e d  to  both  the  s t e r l i n g  
b loc  and to the d o l l a r  a r e a - - C a n a d a ,  b e i n g  t i ed  to the  Uni ted  S ta tes  
e c o n o m y .  To what  ex t en t  a r e  the s t e r l i n g  b loc  c o u n t r i e s  t i ed ,  f o r -  
r e a l l y ?  Canada  is  t i ed  to the Uni ted  S ta tes  i n f o r m a l l y .  Are  t h e r e  
m e e t i n g s  b e t w e e n  the  v a r i o u s  c o u n t r i e s  of the  s t e r l i n g  bloc  to m a k e  
a g r e e m e n t s ?  A r e  they  r e q u i r e d ?  

MR. F L E T T :  I had hoped that  I had d e a l t  wi th  th i s  in m y  ta lk .  
T h e r e  i s  no f o r m a l  a g r e e m e n t  b e t w e e n  the s t e r l i n g  a r e a  c o u n t r i e s .  
T h e r e  a r e  m a n y  a g r e e m e n t s  on i n d i v i d u a l  s u b j e c t s  b e t w e e n  i n d i v i d u a l  
c o u n t r i e s .  B r i t a i n ,  for  i n s t a n c e ,  has  a g r e e m e n t s  wi th  India  and P a k -  
i s t a n  r e g u l a t i n g  the r a t e  at which  our  w a r t i m e  deb t  to t h e s e  c o u n t r i e s - -  
t h e i r  s o - c a l l e d  s t e r l i n g  b a l a n c e s - - i s  l i q u i d a t e d .  But t h e r e  a r e  no f o r -  
m a l  a g r e e m e n t s  l ay ing  down how the  s t e r l i n g  a r e a  should  work .  
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C O L O N E L  W A L S H :  T h e  t h o u g h t  o c c u r r e d  to  m e ,  f o r  i n s t a n c e ,  
t h a t  a c e n t r a l  A m e r i c a n  c o u n t r y ,  l i k e  V e n e z u e l a ,  s a y ,  in  t h e  d o l l a r  
a r e a ,  w i t h o u t  a n y  f o r m a l  a g r e e m e n t  a t  a l l ,  i s  u n d e r  t h e  i n f l u e n c e  of  
U n i t e d  S t a t e s  e c o n o m y .  

M R .  F L E T T :  I t  i s  t h e  s a m e  ti~ing in  t h e  s t e r l i n g  a r e a .  

C O L O N E L  W A L S H :  T h a t  i s  w h a t  I w a n t e d  to  e x p l o r e .  

M R .  F L E T T :  In t h e  s t e r l i n g  a r e a  t h e  m a i n  f a c t o r  i s  t h e  i n f l u e n c e  
o f  t h e  B r i t i s h  e c o n o m y .  V e n e z u e l a  f o r  i n s t a n c e  c o u l d  h a r d l y  j o i n  t h e  
s t e r l i n g  a r e a .  H e r  b a l a n c e  of  p a y m e n t s  w i t h  t h e  d o l l a r  a n d  s t e r l i n g  
a r e a s  i s  s u c h  t h a t  s h e  h a s  t o  d e m a n d  d o l l a r s  f r o m  t h e  s t e r l i n g  a r e a  i n  
o r d e r  t o  m e e t  h e r  p a y m e n t s  to  N o r t h  A m e r i c a .  T h e  s o - c a l l e d  d o l l a r  
a r e a  i s ,  to  a l a r g e  e x t e n t ,  t h e  c o n c e p t  of  t h e  s t e r l i n g  a r e a ,  a n d  I douh ' ,  
w h e t h e r  y o u r  a u t h o r i t i e s  w o u l d  c o n s i d e r  t a l k i n g  a b o u t  i t  i n  t h e  s a m e  
w a y  a s  we  d o .  T o  u s  t h e  d o l l a r  a r e a  i s  t h a t  p a r t  o f  t h e  w o r l d  to  w h i c h  
w e  h a v e  to  p a y  d o l l a r s  b e c a u s e  i t  w i l l  n o t  a c c e p t  s t e r l i n g .  

Q U E S T I O N :  W h a t  i s  t h e  d e b t  o f  t h e  U n i t e d  K i n g d o m  a n d  w h a t  i s  
t h e  g r o s s  n a t i o n a l  p r o d u c t ,  i n  d o l l a r s  ? 

M R .  F L E T T :  W i l l  y o u  t e l l  m e  t h e  g r o s s  n a t i o n a l  p r o d u c t  o f  t h e  
U n i t e d  S t a t e s  ? 

S T U D E N T :  A b o u t  365 b i l l i o n  d o l l a r s .  

M R .  F L E T T :  W e l l ,  I k n o w  o u r  n a t i o n a l  p r o d u c t  t o  y o u r  n a t i o n a l  
p r o d u c t  i s  a s  100 t o  550 .  I t  i s  t w o - e l e v e n t h s  of  y o u r  g r o s s  n a t i o n a l  
p r o d u c t .  A s  r e g a r d s  o u r  d e b t ,  do  y o u  m e a n  o u r  e x t e r n a l  d e b t  o r  o u r  
i n t e r n a l  d e b t ?  I s  i t  w h a t  t h e  B r i t i s h  G o v e r n m e n t  o w e s  to  t h e  i n h a b i t a n t s  
o f  B r i t a i n  b e c a u s e  of  t h e i r  i n v e s t m e n t s  i n  g o v e r n m e n t  s e c u r i t i e s  o r  i s  
i t  t h e  d e b t  t h a t  B r i t a i n  a s  a n a t i o n  o w e s  to  o t h e r  n a t i o n s  in  t h e  o u t s i d e  
w o r l d  ? 

I s a i d  t h a t  w e  h a v e  c h a n g e d  f r o m  t h e  b i g g e s t  c r e d i t o r  t o  t h e  b i g g e s t  
d e b t o r .  R o u g h l y  s p e a k i n g ,  w e  n o w  o w e  t h e  w o r l d  s o m e t h i n g  o v e r  3 
b i l l i o n  p o u n d s .  W h a t  we  o w e  t h e  B r i t i s h  t a x p a y e r  I d o n ' t  k n o w .  I t h i n k  
i t  i s  a b o u t  20 b i l l i o n  p o u n d s .  

C O L O N E L  B A R R E T T :  M r .  F l e t t ,  I k n o w  I s p e a k  o n  b e h a l f  o f  t h e  
C o m m a n d a n t ,  t h e  s t u d e n t s ,  a n d  t h e  s t a f f  a n d  f a c u l t y  w h e n  I t e l l  y o u  w e  
a r e  d o u b l y  a p p r e c i a t i v e  o f  y o u r  s p l e n d i d  p r e s e n t a t i o n  a n d  y o u r  c o u r t e s y  
in  a n s w e r i n g  q u e s t i o n s .  

(19  M a y  1 9 5 5 - - 2 5 0 ) S / s g h  
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