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Statistical Material Presented During the Washington
Negotiations

I. THE NATURE OF THE PROBLEM

1. In the Anglo-American discussions on commercial and financial
questiois much study hasil been devoted o the factual malterial which
is available. in order to ascertain thie magnitude of he plo lbem iandll
the best and fairest meanis of solving it in the light of all the iteleant
cireuim tances,. The dtff( which have been iurnished are set odit in
detail in the appendices which follow. The significance of hiese may
ie cokde clearer Ib) some proliminar\ Isetvations.

2. The problem facing the U.K. has two aspects, both of thiem
directly arising iourt of the role uindertaken by, the .IK. in the
conmhiiled war effort. The first of these arises out of the delficit ill
the external balance of payments of tihe U.K. which secmn certain
to develoip (luring the period of u eeleai n duiration, lut pirovisionally
estimated at from three to five years. before internal andi external
adjiiustmenits can be made in the British economy adequale to restore
equilihrium.

l. The second arlses out of the indelbtedness of the UK. to over-
seas countries in the shape of sterling balances anld olher Iiabilities
accumulated during Ihe war. The causes leading to the growth of
these liabiities are briefly set out iiin this Paper. together with
tatistics (/ their present magnitude.

H. THE CAUSES OF THE PROSPECTIVE OVERSEAS DEFICIT
OF THE U. K. IN THE TRANSITIONAL PERIOD

4. The immediate problem is the direct legacy o(if the iU.K. effort
in the war. The foundations of the U.K.'s normal economic liife are
a high degree of inpdustrial specialization, . a siiistantial dependence
Iupon imported foodstuffs adi raw materials. and the maintenance

of a volume of export trade and of oiier sources of foreign exchange
earnings adequate to pay for thiose imports. Befi'e the xwar the
U.K. was dependent on imports fior tw.-thirds of the foid conlsulmed
by its peoiple and. apart from coalh fr the bilk of the law materials
iused by its industries, ButI the U.K. Ipaid ior scch requoirements hy
the proceeds of its exports and iv the earnings of its hilpiing iand
other services renDdered to overseas }ntrit ,s aml (if ls iJ mestlmelnt,

5. The effect of the war wasi to brill about a seVere doilocatiOi
f the U.K. position in several respect, wvhich wtill in(xidblv tak,

s-ome years to remrtedy; nlnel\ lohs of xoris f s i shipping. loss
of .. erseas investllents, inrerase if ov{rls'as debt a lo..I loss (If
reserv0,,.

6. iLoss OF EXPORITS. The loss f UK.K expri trade durilg the
alr was to a large extent the conequence of a dellherate act of

p.l] iy Ani attempt to maintainl [l.K expot trade at a highi level
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wouldd have sto.. i th w ia of lhe, fulli degre..l mobilisatihi of man
power, productih[. autid muaterials for the direct war effort which the
situation of the U.K. reqiuirtd as being the hbae of lqperatitms eliarest
to Get inialii. But 1oldi, itilniiiotin . and i'l" m}ateriaL, till hall t, be
impoited. T[h p]mtlitoi .T bIo I,ease from the IUS.. I]l\lutatl AMd

and other colitribhttionms fr4,nl ( awlm a,'1 satt iliilg (redits firmn loth'r
ouilltlries. I#llae ihi, citelali ] it th ihee tlib IabandollnmeLt or

the export iale. 'ie (Ieci~iin, that Ihe U.K. should inl effect rits-
irilzl'd the mai lmile ,f ...i rt trade in 'tln ' of ihe maxiimm

t41Iititlaitiono i I Ie, m' tihe a/lllritd fores and Walr ilndllStr',
unildliledil cofstituted a rational nti proper allocalio 1)1f effort
between the Alil, hi, wc ea wiHlingl1 arccepted y thile I.K. il the
idt'iests of wimnl'. the ear Tlut the otdcome hais been hMt llrilish
xlporl 1ald shILrn toI le> lhilln ..e-thliird( of its Ie-,air ole,
and. despite s(,i" l ci \'re,0 .F, Iv b, expected to (Icnr ill 1946 not
more thait one hhalf If tilhe [!'nt lijl expenditture of I/l counti?' tll

thpre purchfee' 4I n mimimuli rl]titl(e Of imlpoirt's ilnd on other Ie,&!(sary

payments verseais. Thui xibh the end of the war and the termi-
nation of Jed-lzes mol AhIilII Aid a peiod( of acute tlifficult)
must le faced riiti[ the remversion of ivulstry. the ielease
of nianipower aud the rI'mt'r'v ad i ve k/pansitn or ofexuoot markets hive
beg'UItI, I {) rsukli in a s blttlntial iflol If \plol'. (See A pilwwi! 1.)

7, ]OSS OF SHIPPIN(. More l'th hI "f the lpr-t 'ar tonnage of
l'ilih merchant Thipping cta II'*l dhlriii the uar. Allowing for

.w b.iiiling ill hi i al. 1'.K. oond tcli..inize s Ro I less t nu e-
lquarters Io thO pl'-vkt\1 figHL'e. ni[i[ Il' fleet hIs betpn (xpian(died

andiii carryling1 lraid abancllolil itI the \vaii have beell iecoxered. the
inet income a.ailable from shiphi ervices to supplenieiit U.K.
pturl'hauing poower 1h'oatd /vill he tl'eaily below Jie-wa leel. (See
Aps lndir [1.)

S. hoSi oF OVERqFAs 1NVVSFMEN'IS. It is eKtimittl Ihlit the net
income fiom\(Ni-seas ihloetilioIll ill 19,15 wvill be b s thal half that
reeieid ill 19M8 This reflects til exteisive liqnudiilon of foreign

clri lr-, b -epatriation Ii liPlls b[ y toe\S,( debtorrs, ;iin the
illC1'>t' ii(erest pamet o hohdclS of sterlingr debts callsed hv
the hei, v war ewpendihure obhic h the UIK. has had to incur overseas.
]rtillnelrl allltie rII ht ellt II.S dollar securities of U K. natioilsl
xxi'e co li]pu l i i ai juiredl t ,I 1t,' liPn pledgilg ill lj'i ,t fi il'iluc,
tile I)[ICI1ZLSFP "Il FlItITiilit c Illd 11,1 ! C nistructitim of etl' plamtl in h
'S.A, hefr'e th, pirllt.er li I h ll t], iil]eate Act (See Alltplidi.o

/11.)~~~~~~~~~~~~~~~~~~~~:1

III.~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~~~~I li

9. lil IN(CRT 2SF 1lf U !<i! s I)":',. The interval of itme h ith
mlust I[... it"Ib] lb;)>, iHPfoIr tl K 'x]llot tfiade (aliO t' retO\0It ftlld
the lo)S of d ti~me lrom love hI\U ] , ill I llipi)liiJ C(al ll' m[tdtt gOoti.
%would ha\e ] ]itl~Iht ihouIt ap I io n f s )rioIuis lifliei:t!Iv for the ITK.,
e\Cn it oXti p:[s \c'(~dli ItlI had I'enaiie(l at rIo 'way I'exl [Itl
the exigentl Ike il II r h iaivl\oId the U.K. II eplIotrmoti Caili exTlplld
it tire IX (,is. i l u if ary frwces had to be maintainte in Ilhe
Middle Eal tto eii.gt? tilt (trm> there: 'eli larger wel:s opel-
,ted agaill [te [RwiauS ill Ibunl ald fhi' Far East, ;upplies on
aill i1m1metlse S fIdI lidll tb a('qih'ed in addiion il. t hoNo 'iiii-1h.Il
under Lend-leaIi i aruill Mti Ail lo sustain hese fr(,ces. All thi>
ih/xoI od a t'e; I [V : 1'P,¢ eidlit Ir ill ]1O(81 ui L[ 'I't Ci(iA , Ill]-
[icu1lar ill Il...ill, l'n??]l ; Ild ]a'ae~ime whe-ther ,tll p q pla}, thle
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I)ililITI I oIf ae OdFl llt!>, IFilwayI - U, ' r'18(I ;a,, ,i' the krynment ill ]ocal
labour. or on the acljtliiitioln of SL[1/]Ilie Such t xpendil tire cold be
(o\eled oiilv to a limited etentl h exports or by the liquilation of
investments: the resullt has been that Ite UK. has im',irred huge
delbts in the form of atCclITlllabd sterhllg balanees. (See Aqp1 mUix
lt.I Nor can this substantial burden of overseas payments be
bouglht lo an end with the da of viclory. There will inevitablv
Irenaill heavv comellimenlits to be iiel overseas before all Briitih
Iroops can be xaithdrawn from the distant fronts on which they have
bIeen en aged Te h us aplart aitorgether liom the icla)aymii of the

atr debI4ts a fUlther suLbstantial. though tenl4ItI)ry,[ burdlln Of CtItlellt
expend1(it mie abloadi has to be sustainiied at a limne ;vhcn British exports
alnd other sources iof oveiseas lncome ale ullitle iisiifflitien to fiiialvae
(',\() a import progranlqrne on the barest nimiitunim lexel.

1. LOsS OF Lt:SFRVEs. Nor has the U.K. ullicienl rte cres from
,'hich to fill the glap. The gold and dollar holdings of tile UK. and
of the other countries in tlhe Sterling Area ore mobilised anid freelv

)enll iii the early critical tlds ol' 1939-19411 mainly for the lpurchase
of vital war supplies from the U.S.A. D)uring April, 191I soon
after lhe paissage of ilt Lend Lease At:. ibut before its effects co u l
be felt, the reserxes fell to only $12 million. They hate now to some
extent been built up again largely h(ecause the pty of U.S. forces in
iole Sterling Area brouiiht cons iderable dollar ilms iito the conntry,
a state of affai hMliech of course (Qa:e> vith, (I oo011 after, the end of
ho,stilities. Bit they are sill below t h pre-ar level and are iaui-
estlv ihadequale in relatimn 1n the immediati needs of the UIK. itself

alnd lo the problem of releasing the accuruilated sterling balances
which is discussed below.

IlL THE MAGNITUDE OF THE OVERSEAS DEFICIT LIKELY
TO ARISE BEFORE EQUILIBRIUM IS RESTORED

I It is estliated that the itl'tfae ill ilhe 'rLiule o xports
the [t-war level which will he It(essat' v to lav bit the prF-ema

olhlme of imports, alter allowing fr'l theW decline ill other sources of
(Žtxl'tlI 'alningls is of ihe orderi of 50 per cent. Something 1n1e
tlhan this will, however. he iinecessa t reach ad maintai n full
equililbrhnl. For the above calculation neilis o allowamince for the
following factor s :--

(i) Bv the (ld of the trail>ilionidl period no'e IN..n I0 to
15 ears will hiave elapsed irete he in(. tak0en as the ire war
,tandard of reference. lDuring this period the number of
adulls and separatle families ill ihe U.i. ;lill have increased
aplpetably. Moreover, it is expected lhat tthe sitandarlid of
out put and efficiency which will hae beien ieacbed should
Ibl}ng SOnl(e imlriOvemen/t iii Ilh talddthtd ot Ife,. and Olnl
iclirease inl the level oif in(hlutia]l lroductimnl. with a conse-

quent bicrease ib the dlernami for iniirts of all kinds. Thes,
in the absence of reslricie nimasures o the t1), which it is
hoped hi avoid, it is liely, and indeed ov sly derable,
that the volume of imports will lent il i xceed the )le vwar level.
(ii) No provlsion has been inhoilu(ed toi the ilepaynment of
wa r iallt] pi0o-wap debts.

r
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(iii) No pirovision has been included for the working capital
to allow credit to foieigi g purchasers or for other expenditure
overseas mex iitably required in the course of buildhiing up a
great oolile ofi new trade.

12. It may be. the flore. that the ifull restoration of a reliable
eciuilibrium, which can ptersist without measures of restriction or
the other defensive mechanism s of the type with which it is hoped
to dispense. may require a volume of exports nearer 75 per cent.
than 50 per cent. in excess of the pre-war level.

13. It is the aim ofit the UK. (Goveriiment to attain this target
at thie earliest possible (late and to indertake, with the same energy
as in time of war. whatever measure of industrial and marketing
re-organiisation and reconstruction may he necessary. But it is
imrpossibl to guess with any precision the date at which sufficient
success will have been achieved, It is hoped that work on export
orders wilil have attainiied the pre war level by the secoid half
of 1946, but the period of production and the time lag in payment
mean that actrat cash receipts wili not attain the corresponding

letvel tunti afiter the end of the year. This, morlaeover, relpresents so
rapid a reconversion from the very low level of explrt activity
existiig in 1945 that it must be regarded as optimistic.

14l. Other factori affecting the future balance of payments have
been diiscussed abov e iii particular, loss of investment income and
loss of shipping earninigs. A frtllher factor of considerable impor-
tane it the immediatte future is Gmoervnnent enXpenditur e overseas.
Before tle war. such expenditure was olilv all insignificant figuire.
During the war, as explaiined above, it iihas risen to a very ilarge
llgure; alndi alltholugh it wilil fall rapidly with the end of the war, it
c-annot be abrluplly and completely terminated. A period must
clapse lefore troops. due for demobiilisation, can be brought homne:
iand sonic time wili be neededi for all comn mitments incurred dtrilg
hlie r toi he brought to account. Moreover, the necessity to main-

taini occupation forces abiaod [or the maintenance of worn1 order
will cinstitute a continuinitg commitment. although not. of course, o,
a scale anyw-heve comprarable with that of war expenditure. Buit in
anyv case a sutbsI antal outlgoing oin acecotnt of Government expeind-
itlure om'iseas must he foreseen in the immediate futuire.

15. Ani- ointmae of the balance of payments in 1946 would I) so
prttarioui. in view of the large uncertainties affecting many .' the
factohs dicicussed above. that it i useless lto attempt to provide de-
tailed estimates. But a study of the position indicates, on the
aissuiiet ill that the price level boitlh of exports (f.o..) and bnpo1 l
(cf.,) wvill be approxinialely doulile the pre-war level in ternis of
sterling, that the order of magnitude of the deficit. with a fairi hl'ge

leans1ure oi unciiertabty. may be l 3 bition. This fig 1e is aecordinigly
adoped -Is ihe slarting-point ,f filny cealculations as to the fluture
positwi. (Nott: For convenience of reference, estimnates if the
bahince of payments ii 1936-28 are given in Apluintdix VII.)

16. It is ,xee more difficult to foresee the iarle of further epaniion
of exports in 1917 -and 19,18. On the basis,. however. of a $8 billion
deficit in 1946. it would not be safe to base policy on the assumpltion
of a further dflidit of less than two billion dollars to provide for
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Ihe two ev; r, 1947 anil 1 948 tahken together and for some more
molldest defieieincy ill 191i9 and i95t0 before h altainmenl of stable

equilibrium.
17. This leaves us with a cuimulatiee deficit. which miyii well be

$5 billioln (ir even highelr. ii muist be emphasized onlve again tlhai
thes, estimates aire ver prea y ear(ut,. Thiey are full as optmmisli c tias
anlly prudent persoun would adopt as the basis of a deciion, ill iew
of the extreme uncertaiit (iof the conditions which vill prevail ii
EIurope and elsewhere in thie years mimledlatel ailhiad l f us: in view
also of the international obiligations and teaponsibiliths whih the
Goverilment of tihe U.K. may have to assume in the ,pacificatinl aild

resbtoraion inof he sha tered vworld. Aldmittedly, if all goey extremely
well, if no unforeseen corntingencies arise. and if the uncertain factors
Mosilstly turn out on the favurable side, the ultimate figue to ie
prtid(ed sl hind work out at less thanli the abllove. To ineet this
deficit, ailnd at tile same time 1o releaste sme psart of the accumulated
sterling balances, the U.K. has to rely on, ils own resr'vess, and. inll
the main. fiurthit exterinal credits.

In face if the uncertain oitloiok of 1946 anld the doubtful
prospeelcts oif trade in Europe and the iFari East in the arlly post-war
years. ill addition to the uncertainties ineviably ariling out of a
reeonversiion so( large a scale as is involved in incieasing the
volume of a cotllr 'v's exports by more tihan 50 per eent. (see
A pgex'dir V17II) any kind of exact estimnation coveringw tihree to five
years aihead is obviously ilpossible. But if diflicult comminmn lsPii
are to be undertaken : mc onerous responsibitie, azccepted. it is
necessar\ to set out on a basis suffieient to give sOi1tl meatsure 1f
confidence, witholl which all would fail. and io set at rest uindue
financial pre-occupation, vwhich would be sure to interfere vith ailnv
confident sharing of respoinsibilities.

The aicppendices which follow provide the relevawt factua danta
without attempting any precariious forecasts for tie futuno.

APPENDIX I
Loss of Exports

I. Diversion of Manpower to the Forces and War I'roduclion.

)During the war every effort was conicenitrated itllJ1 .. uilmlhig up the
largest possible Armed Force s and war lproductilo cunsistent with
mainiteinance of minimum civilian needs. This was tchihvod iin a
Inumbler o vavs lWl c)nseiriting1 bgLoth imelln anld t" e to i(nrease

the labourt ftice, including a substantialia nmibetif xonlnien, e; i h ill
not remain ini industry, by increasing' suslbM,'tittIll ax erage week1I
working hours aIICI hy culting to an absolute mininnltn, production of
every kind other than for direct sar purposes or oesential minimum
civilian needs. The exporti irndisiries were stripped of nanipower;
Ciiliaii sutlies and services of ill idnds were reuic(ed(l t ihe greatest
possible extent., The following lahle (excluding Northeilrn Iland-
aid exc luding mel, oer the age iof 61 iafi( woinell oivei the ag it i 59)
shows changes in the (listriiutimn of the British lii,r force bhetween
1939 alnd 1944 allnd the extent to which exporit ilduistlries :nrd the
distributive trades were affected.
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2. Wartime Export Trade. (I', due a 11 I lanIfIhIe It IhO I
Unitcid Kilngdom.)

iIh vitalI IIe II f exp'/s. i, ttet United liindonml Balane'i ofPay-
nileills baR beell referre lfl in tilte 'apern pIe1 Wal/ tigul''e appear
in Appendix VII. HIkeve, there shouild be linotedI heir, ill the
COlltQXt {II the cone/ral iojily1 ilIanIpoxxet ulml] piloditctiVe i'sOtlrceS
LipOil 'Va nee(I, the <e0int to Muich nornIk e*uitrt tl7l1de 1814 }lld
to be sacriti'ed. ']'Th ftollowing table shOxx thI, income derkei'd trom
exporis and. since the later receipts 'fctot inci'eass il xxorld prices.
the am(ount oif expor lum bey volurne blitie toand during the war

TIABI.E 2

I~[,, 171 I( 11

I940 Ill

II42 i L

, 144II > ] 1 ;I

APPENDIX II
Shipping Losses

Flhe Uanitred Ki,,ydont loeilred the xa i'itl n1 niriit fleet if
sor1e 22 m auillion (elolWCiht fou. In the couils of the war moll
than hilf tliil, toIll~ts h]11 195 i lost 7i] the i& 'tIt fof m y tel ctti
Part Cf the lo,, hos been ,mnle good I,> ncxv building 7nd acqii,'iitioii•

nTev operatlng uiidr elichier. the United Kiighdom merchant fleet
at ;OI0th .unlie 194; anmiulitedi to less rthan three-quarters of the i re-wa
fleet The follouing, table Urmmntriie, the position:-
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i AB}L :
i K , / 1,NP i1:1 N](11~ IIoN[E~- .X IAlH PI"M iT

Ntw I~,uildin Tii B 1.7 ~.7t.... I 0 7

Acqu~iiiuns i I1 ultnnabi) e [ 4 0 :
AclisJitIions, , r4ahI5 ) t.t o 4

m at :Jt1h Jll~l-, 1945 15 4

P tnafter IILIr 1 d Itt, a11t tIo nna7e9 ) ] 1.9

It i not )ItS ]hiQ to pt Wat anaIsis othisO ha Kf I K. hippg
ilii i! 11, .I lu ir ( IEIi o tlIl LI i>d,"I IK I I t the f:LCI i;tI

01 1 IO'] s t seen L, ,,, fIoa.. i~the fact that at SLI ,'t .t...hoI , 19 9.
t1es utl(1 .5 niliol toIs ani at 0th JLIm., 1945h, 0.2 ilion. t ils. ..

I] SOi}Ie I' to ]aid ry g ain Ilfter 30}1t Ju. tl 1945,.

APPENDIX III
Loss of Overseas Investments

1. Repatriations and Realisations During the War.
The JInetxedI reali<ed forn thle sale overeaS Ot 1.o1f . omvilnd inmest-

mnieI iequisitioned or othII\ise repalrtiiate dllring the warII (i.,
>eptembil 1939 to June /915 iIClUsiVel. s. lar ;is A oIinIA , \ere 4 s

fullux~ l
1AlISLE I

PI[ I 111it S ;1D ;I'l I' 'PAlglU ['N C)F 0)¥ERSEAS INygi;~ -... R1 'it; \

.... io tde Aust I]ia. Ntw Zealand, Sttlh Aflita

aIh l Ail ll I

]oln IiA. Fra and Mitdl, Eai(t 1400

(oIlnoii os ln( rtYI S4tle}lgs .Ara {<ourils 6Jr

' 
, 

,

(1 ), otr> iinclh'e enilateral furl ctorvt~rttuctitn Finanoce (Q<}polatioTI Loanl.
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2. Remaining Overseas Holdings.

Wliile in Section (1) ahote it wa, po.,hihc to hor receipts rom
Securilie s realised duringI tile war it (wotL(d not b posiibe toi give
an estimate iii terms of capital \aluo of 1th reiTloue to which alny
real sigiificane colhl be attached, in view of the technical diffi-
euilies of arrixing at any satisfactory basis of valuation.

An approach can, hiowever, be made iii terms of income, ad this
leads to iesultts of isinificaice for the present purpos)es. For the
ligures of neti inconie, that is of income receipts aikiring out of capital
inivetmentts oVel-seas, less illcK nu pia-PeltS ari~iti out Of oversea
holdings of .(terling securities. repr eients the cntribution to the
United Kingdom iltlance of current [pamenise: oln accounlt of capital
assets and lijabiliies. T'he ftolowing fa igmure show dividends and
interest paymellts ol all tN pes of in estutent other thah shipping
and insurance.

I ABLE: 5
I K OV Rsi~s ]/ EII' AND 'A Ml NL V I (¥t:

i$ o Iiul s)

St(¼*hitl .1. ·

S. Afr i(a am[ ] ",it c
India, BuLIma~ al~ld Middhi Earl 1 5
('I Ill k atI {)thciI Stqii Area"tM I(i I IIlilltli('E I5
0d .... n,,,, ,, Of,, Soflmg A,,,, i 6

I'Flt Stealin Ale rva

U.S.A.:;' ;

( a l t Sthl I

/t f ot Nr a lI *l ,

f ' , ,ro..

ii

Illt; I A7( Nu IN 1915

.RtciptS

i,;o 125
tM 45
50 15

li5
, 2 I iia

55(*)

HI

25

(2)2~5

to

105i20
20
50
%i 1

(I
)

G;los V t Pi Pts alt
1 ])ayr*tt inclidlt c a.milk kJ &l (liu ir of ifil.i. I o

1-ii~l iii ~ rirl~lelil toiuK) ,'t/tmah i ii~ doe i
IOIHII, I I'U h . ~l.I~ ]l Tl(U ]]1.l:

, 4} I ]1e .d: tilI uo1~ 01 I-Le~ [ ITf l S (ot l t ,h l illl ik I, h./d ng

I.d.l. id Io ILP .( ,

(5) Ir..A.,i o. nIOIlI-It (bairg s 0 .F1 o.;, t Loia

{5) llIP ltlde8 I i0-i(,di"llpr[,... . lih p~lolt, l O)f ailllllS tl igi lllr fi(ll t{ .. .' y.ar",

APPENDIX IV
The Increase of Overseas Debt

Apart front ihe immediale balance of pa mcnii deficiet referred to
in paragraph I5 agiove, the U.K. is faced with problems arising out
of the deterioration in her iverseas finhancial position on capital
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account. This has taken the firm ipartly if I ir ducith i l oerseia
capital assets through sales n/d repaDiatious during the w'ar. partti
of la eductionl in lvila]blc resermes. I m. nLLI inb o[ the accumulation
of very large external liabilities.

The following table shows the growith of exteleia liabilities

Liolt//ir/s2) L2 L s Liwbliti s
liar Anusit I188 I() 3,685 ;,8

d, I 9:{1 (1) 1,920 1.920

do. 1 1 2.951 I 2.f(60
di.i 191 1,t40 1:;I5 5,235
do. 1942 (.)I 05 1,2I1 7,325
do. 4 148 86,5 1.235 91,9380
<1o, 1944 11,175 1,2i 12,285

:i0th Jun,, 1915 12,3!0 1.225 18,525
( .....I¥ I i .. Id *tQI i iiill I 5. TiOllj% [1i11 21l < [I(h I1

h s ])ebI , I I , k l :;I t A : aI[h'trl3 i, flt, I(li fqIlo t' iy' 2

£I $48 . (XpTx MIntI' f i A. ugus,[ I Jk v ii l $4$.8, Iht a I then 11, uI IU cI.)
(1I Fi'r-re' for etItL~i r ye ais hlie(,t [0 a ~}{llr deglee of uIi.c. 'rtaiooy

III I l aIii[ thuil tl hill
(.) (\oisi bing },,kg iaiitbilit Is ies. ass.tts, n..(I f'nld Ield i tm lh UniiteI

KirihId .. ts copv l Ii , .l ,vl .I l , il ,I II

The following table gives a geogralphical anaIysis if over*as
iabilitie s :-

TABEI' 7

I/ Ic, 3 I let . lDec ' g 1)t ..20) ulje
194 1942 It 94 I44 1945

Sterling Area
Dominiorns 560 765 9150 12s0 I,75

India, Burma and.. Middli E.as! I,605 28.I0 1.59 I I
OiIr11. SttIll ng Area (ountrius 1,285 ,5611l i.910 2.235 2.415

Total Strling Area 3,45Z) 5.125 7.155 I, "I hI 1.975
N. a d S. An.e.. ia 91015 II0 I 1,121! [ I;l} 1.225

1es{ o ' W ii 95 195 2-2.' Jt 25'{

IOTAI. 5,;-{ 7,22-, 1 2.> I, 13,:>25

APPENDIX V
Loss of Reserves

T1he following table sh ows the mo(vemenl -f United Kingldom
resert es drin ing the ~ari. It will he seen that the havee been restored
to some extent, largely dle ti tihe pay of(I U.S. Forces in the U.K..
but they are still considerabbLu belw pre war levels. The figures are
shown after deduction of outstanding liabilities i t provide gold
against sterling liabilities and of liabilities to convert U.S.A. holdings

I I
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IoIf 't1 ]jin< t 1 1k h IlI fIh' [ ICI e llllIId , I II , ls ]itie, avIe llit ilcII uI"
ill tile ligp 'e i i, TIbl, 6 Gid i s, alued throughout Table 8 at
S2a ain o(nniI0; all IiaIil liItiei ito CoI\VQ .VQY illgI holiings iltUo d(Ollal.
at £1 S IW. i

do. 1911 9. 1,7

IO i ItD4Ci.200(

i ) [ , i[iq g i i Nilt li i ate h I y ,f til l 1d

APPENDIX VI
Overseas Disinvestment

Tab}ile! [1 nilhlIi>.,ver tile io'riii IOn th outlilleak io .-var
ill Eurpe to 30th Jui,> 1915. Ifi, Iffect of the 'var upon the United
Kinlm(ki ill loini coft capital I,,+ ill tile (Aereas hiillileCiI positllll

This loss hi thlI,11 thie [linr o:
(I I the pealidsalonl o, int}"slniciitŽ (Appndi\ ill i:
(2 the ihLcl1IIIlg or tItblŽ Il the fl11'mi] (f sterling Ihallinccs, eIc.

(Alpiiodix IV; and
(3J) tile Itiiltliig 1{, ,hll'f gold al d(Illa, rtservoe (Appendix V).

The sum of tlheSe represents the ]liss oI in erots wealth which Britain
has sIl~f1'ed ill ordoi' t) Illeel( Ifl<i"-/ia mIilitil' exlenditure anI(d the
cost IIf oe ential el'vice> >pi]pi]ies from alI)io.

i$ ' Iil l

e [ ,I! : :2oI 2;~ 711 %55
... nl 1 9 . II;4ID> 1,2 1 21 I .> ; 27(I

I'll ] I.II 's 2.27a I .. O!lt I
lf}12 TI15 2.09i0 :o5 15 2/15

]'l 1 515 2.155 II .2;71
i J 115 21 1 I If I 5 I.:12

I ) Niil II .(f .l It ! ah V ill:S . Illd (;i]I Iti' 4 Illu Id I t

APPENDIX VII

-hlatelle1 ill the tll(' :x(!li'af U.1{ 8lliat Of T* Paiiwlis III the vkeillr
]9; Ito, 19128 And Iihile in, other chap)tev* of this paivr vailues haxe
so fiar it, sl been eIXplresd ill tetrml if d(iidla. Table 10 is
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expIressed il MeIing I ine I chainges iII I he dollar &Ioiling rate render
a compa/ristai oif conveir ed itirFi > 1 taken at the cturreiTt or past
excha(g/}k i~tti( min eadhnix

11)1)2,~J t.:
[ T ,ihi 1 i ao I 1p 1
Ei l,,, IIll [ p :i

] [,! ii I lo i

N I 1;,i)l, , alld slu ti1

IN5

d'i I Old I :

General iUCodito

fFIt Hi e [a, IIa Major lement ,ii I ne to r('Ml1r 1Ili ilh{ as
]h ,xtort l ,trade. 'Tu jl(\1 ords ,I)I1 of' lle i\ho1 t

lior ofRes of li ,ItIt rIIQ ip t Ii']in I uiml titl IIhyrylc fi t.o r''slip

w nrwti-' ithII or (Ill4 I ipa(- o,1 ,i'IhoI oII (4 l 1 I .Ilod lto exlhr}i

() [~iX~1, i p I'rliopert,.) ll i :lllll.

eir dainangei problemits cm fic lh, U [ifed Kin hddon lN ta .. ling and
roelil ottttl haes of I..tlls e liecit h utenrivh.

Wr lmel p jllBro perltyI c ilTlIh e U nile d (Kin, &mlltlstning' \ndtr

Ir Oetimkatd at h ,s, ) rlf iOti'! II? CIIPP(1 ieptlacenl of si. eolitl to

]aa$3, ( on8 ~ll sS441),iIi8i I mrila Ulion. e i lett (dIS. n e t r

M:L4 bch n aIh i)il,' rt e (i, a nn luv, triis. 0 1 riI j nts
whir h tt' iuiatimi (}11on (oI >1 1}l l <I )sf Imit !ih {i But, It
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Land ablom h iK losses. United Khilllorn indtlstria capacity ihais bieeni
u't a (Iown bt I {he hdeliberate i)oley. f I d(Ifeirii g all but the I msi vital

iepa ir andi maintenance. Thus duiring the war the United Kilngdoml
has not nirely li ed on its external capital. It has also suffered ai

(,, corsidh'ertble meastlr OfI doheflWic (disihefSt1enil. The amountli
of thiIs dorostic isnmestment is shown in Table 11. The ligures
shown represent sihnp]v the ,mniiinl by \hich iIduitsri and other
eIter'iles have beIen ciI}mpelled.U 3 hoPrfate of laterials and ahtla ',
lo alktI rrIeIals I fll1tI[ d(precittlno ain oh .s. lescene to accu(1u-
late. They do not lake account ofll d(ls>Iction hy ihe enemoy. Nor ',
th IO a l I forf thl suhistatitial runnihing d I of socks (if clothing arnd
hHIsehoI[l g oo.ds or oif arrears il l] ral ii iilf(ltnCe of p)rivate

TABLEI 11

n$ millions)
9410 :91
94 1 024

1942 I5/
198 782

il9A 717

3517

Tlhe above figlres not take e,.iiii.t of isslle ol-'var values
of capital formation in the form ot G(veriment Iwar expendliIre.
While thesehe assets may have (,no pIaettim use, their alue for
this piurplse is not likely to he large.

Swmmarising the t'.et.ingm ald including Ahippirtg losses already
eferred to i Appendi I and Overseas )isinvesnlet releired io
in Appendix VI. oal Unitetd KIingdom Ioses of nttlint] wealth
mav be slated very appoximatel-. to the extent that ihey ail be
estimateo, as f"Ilows:-

$ hillwo//

shippihr< idl.t.inmg enrg(os) :i

This omints any estimate of phtale (i.e. nn industrial) disinest
mn(l (deterioration (Iif dwellings, ieluctionll of household invlentories,
ic. for which no estimate can be given. On the other hand, il also

fails to allow coriectioll fi any possible post-war value iof wartinLie
capital k;ork undertaken biy{ ' he (,e'mounnt'l'l But it] Ztl casC, a
igtire olf $30 billion evtild appear to be of tihe fight order. Pie-war

IUnited Kilgdntolelli h atJOi wtlt hilh I0eei e r glr roil estimated
a:s 0 the r'der of $120( billion (at present p]i(s), so that he liss of
11[jlilall e(walth fxer the wmar pelrioId i abloti 25 per cent.

2. I)emands on PIroduclion and the Labour Force.
Appendlix [has shho n not only the dix rlsoln of manlpowerl from the

exlpil indiluttriS hl lli>he nnlilier iln Ihi(h the vhI diiilstrition oft
the lakooUl hie fa, between eMil p1'odtalcill oII the me hantld and the
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Aredii Voltce> Alld diect nillitoilt ] oJiuciiOniI on the othy!r hal
beenl ,ad(lcailky changed tc, meet xax a eed. . iThe deIai and difficul
ties of delobilesatil ad(1 redistrltrition i' i in tillemsees for-
miidabIle, Jhe are rendere en more so e scal ennd
which ha' e acuitmuided l I ur'ing the ewar.

The building tial( \,dl malOe subslantihl deImnds for I]..i diectt
building labouLr n dtt i1rohlCliont . Imnlediro hoshinlg needs. to miake

0ood destruction and lke cessation of hllliink, ditting the arV, are of
the older oft a million ayld the ]oni"tenli hou'hlp proh"lalme Calls
lor the betilinr o(f tilll.y)OO housies in all in 10 12 years. The labour
force ill the bhildeing ihldulris, ,hich amounlled to 400,000 at the end
of June. 1945. is to be increa.ied to t)(95.000 by June. 1946. and is likely

be1 i)! Iwl(l/d al[ a (1'rQie 4i4 1 ) r th lwsIIYque 12 \earl>
or about one-dwelfth ,f the propective Iotal maIle Jlopulatiol
atid 14I 64.

Talpower has beetn depleted lv militarli and ci idliin tasualit s.

The industial population feels he inevitable after, (tetis of the
long period of overxol- k ald ,\oxerstrain in all the difficulties bllack-
out, qneut'es, food SthOltapel. iaids. etc.. of wartimne Britain.

]tomestit capital in al lilt lbe wvar industries has been allowed to
runIl dowm-. There is all ei'no ous baklo f rPt(h\ l iO] n Itad ]-
equipment to be tackled,

Stocks of clothinQ and hrusehold otlools Laxe been dlrattictll citl
nd for millost families mTut now be apirpachill ti int of exhati<-

tioll4.I) ..... 0'. 5o ar as textile at ]liM are ton(erild. the rmcnn
datte outlhok i tx(rs(, nlot hbeitet. Ptriple haxe heen iximi>< o~n their
capital ol sichI goo(d and even B ithoul i:conistitutioni of that
capital, the mere repbaeenient if wear and tear must call fir a grepat
expansion ill iOUtlutpt. Extenixe Aminies of inparatixe consimp
lion l Ill ill, U.S.A.. UK. and (Canada haxe been made by Iho

(ollmd Proldutttiioin anld }lo- ee loard antd published ,i 21$i
Octobr. 1945. It is not proplui..e d hr'e tO <o in detil over thle ground

lio ful1 coVered hy theseI studie*. it w ili be ittlicient to pixe Iilh
follmin" table], shoving urchasli;is per tapita 'of Colillmer ,'ol andiia
set rices ill the Uritied Kingdom.

'IABLE

I N. \tR (> 4I1 P' I K7'4'2s '!t

11 7:l.it

t[oil 1l t tll

The following tub[e shlo/x' atb thlii IpIoportions in xxhich the United
Kinigdomn national inconle waa pent in thie yearls 1938. 1911 and 1944.
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TABLE ii
Ex,,rNIm, I7 I t I' NK1 N, N .II ,

if a

... p I i.... wi f
/1Di iiill I ma i!

Tola~~~~i -;~(i1al)]?]

I , [il

J} 1 {I!l

., I01 I"

'hui' thU I (]}iiCL]tieS to be I,%l(oClŽI ill 1retl' leoi-I lolxteraiii fiiaIcia[I
equilibitium aii expanding xp..its hiche al formidaI!e ImuI}i iI
them elves, ha'e to III faIed ao a time k ioen thein ape ItI ) le>< p){'o8
ingl denImanliis t home to nlakie glix war ]o(s ad (i,)¥tliri;il l alike
oif itldu'tltr ell f i a i iiliiiik11/ { iltoll %I }111/4 }leO(b. Io! tw(
ba'eosl nlilhmmt. l;it fol X , t1 Yen iiw' ll { lordinald tI o Ithe Be-
fI]i (}:d of Ma I'.
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