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You have the right to appeal this response to the Agency Release Panel, in my care, within 90 days from
the date of this letter. Please explain the basis for your appeal. You may address appellate
correspondence to:

Information and Privacy Coordinator
Central Intelligence Agency
Washington, DC 20505
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Information and Privacy Coordinator
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WARNING

This document contains information affecting the na-
tional defense of the United States within the meaning
of the Espionage Act, 50 U.S.C, 31 and 32, as amended.
Its transmission or the revelation of its contents in any
manner to an unauthorized person is prohibited by law.
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SUMMARY

As the third most powerful nation in the
world, the United Kingdom is by far the most
important ally that the United States possess-
es. The connection rests on the firmest pos-
sible bases: unquestionable devotion to similar
democratic principles; the habits of a success-
ful working partnership in war and peace for
eight critical years; and substantial identity
of interests in world affairs. Everything in--
dicates that the support of Britain for major
US policies will remain assured for a consider-
able time. Nevertheless, differences of opinion
and even conflicts of interest may be expected
to arise, especially if the United Kingdom
should progressively recover more strength.’
As its value as an ally increased, its depend-
ence upon the US for economic and political
support would decrease. It is virtually un-
thinkable that Britain should ever become ac-
tively unfriendly to the US, but neither can
it be considered as a mere docile subordinate.

The power of the United Kingdom and its
value as an ally arise mainly from the follow-
ing factors: (1) its industrial production and
technical skills; (2) the competence of its
armed forces in time of war, which in all de-
partments is high, and in some unsurpassed;
(3) the world-wide extent of the British Com-
monwealth and Fwmnpire with itg numerong
bases for military use, its resources of men
and materials, and its many points of political
and economic vantage in critical regions; (4)
the enormous experience of the British in‘the
conduct of world affairs; (5) the prestige still
attaching to a country which virtually domi-
nated the world during the nineteenth century
and which emerged victorious and uninvaded
from World War II; (6) the interest elicited
from many peoples by the current British ex-
periment in democratic Socialism, which ap-

pears to offer a half-way house between the --./

capitalism of the United States and the totali-
tarianism of Soviet Russia; (7) the stability
and dependability of the British political and
social system and of the national character.

Of the sources of British power thus listed,
however, many are in part holdovers from pre-
vious decades, or even from a previous century.
Such include British prestige, British experi-
ence in world affairs, British participation in
world finance and in world markets, British
investments abroad, the strategic advantage of
geographical position, and, finally, the Empire
itself. To what degree can these assets be
maintained; how far can they be adapted to
the necessities of contemporary times? How
long can the United Kingdom continue to
escape the consequences of the fact that the
natural resources contained within its borders
are quite insufficient for a first-rate, probably
even for a second-rate, world power? The
answers to these questions cannot be given
at present with confidence, and therefore,
though no one would deny that Britain now ,
ranks only below the US and the USSR in
power, it cannot be said how long Britain will
maintain this position. What can be said is
that the British Government and people are
making great efforts to recover from the set-
backs which the war with its vast expenditures
and consequent liquidation of foreign assets
has most recently forced upon them. -

The most pressing British problems are eco-
nomic. No practicable alternative to the old
pursuit of overseas trade is applicable to the
British economy, but it remains to be seen
whether an expanded foreign trade can still
prosper if the world-wide postwar demand for
goods subsides. The general approach to a
solution of this problem is agreed among all

Note: The intelligence organizations of the Departments of State, Army, Navy, and the

Air Force have concurred in this report.

It is based upon information available to

CIA on 1 April 1949. Certain sections of Chapter IV, and all of Chapter VI, have
been re-drafted as of 1 September 1949; in a few other places, generally indicated by
footnotes, the text hias been revised onn the basis of information available after 1
April. In every case where pounds sterling have been expressed in dollars, it is at the

rate of $4.03.
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parties and the vast majority of the people.
This approach involves a planned and con-
trolled economy, administered in such a way
as to hold down imports to a minimum
(amounting to about 80 percent of prewar
volume), to increase exports to a maximum
(from 150 percent to 175 percent of prewar),
and to modernize the industrial plant, hous-
ing, and other equipment by devoting annually
some 20 percent of the national income to
capital investment, thus increasing produc-
tivity and lowering costs.

Within this fundamental framework of eco-
nomic policy the British have accomplished
a considerable social revolution, partly from
desire and partly from necessity. The cur-

e > tailing of imports inevitably must produce
augdterity,” and the British public must be
denied some of the amenities which they were
accustomed to enjoy. The policy of the Labor
Government, however, has been to distribute
the necessities of life as evenly as possible
among all classes of the people. This has re-
sulted in deprivations for the upper and middle
classes, whose standard of living has been the
subject of sharp lamentation. The lower in-
come groups have suffered less; in fact a large
proportion are certainly better fed, better
clothed, and healthier than they were before
the war, and the real income of wage-earners
has increased by some 20 percent. With these
developments there is little real dissatisfaction
in Britain, even among the sufferers. But the
Labor Government has also proceeded with
measures of socialization: with the national-
izing of some eight major economic enter-
prises, with a nationalized health service, and
with restrictions upon business which have
aroused the disapproval of Conservatives.
Taxes absorb about 40 percent of the total of
all incomes. New private capital formation
has been rendered very difficult. The cost of
living has been advancing, even if slowly. It
is on such issues as these that the next Gen-
eral Election, expected to be held by the spring
of 1950, may be fought.

Thanks to the remarkable pertinacity with
which the Government’s program has been
carried out, and thanks also to the assistance
of the United States in providing credits to
cushion the worst of the postwar adjustments,

S

the United Kingdom had by the end of 1948
practically achieved an over-all balance be-
tween the amount of goods and services which
it bought from abroad and those which it sold.
It still did not achieve a balance in its dollar
accounts. Progress toward ‘“recovery” was
nevertheless felt both by the British them-
selves and by ECA officials to have been very
satisfactory. The future still remained un-
certain; unfortunately the economy of Britain
is so dependent on foreign trade that it will be
controlled even more by influences in the
world at large than by the efforts and policies
of the British themselves. The basic and ex-
tremely baffling dollar problem is far from
solution.

Although the weaknesses and problems of
Britain are mainly economic, the technology
of modern warfare has greatly altered the
former strategic position of the United King-
dom. Taking advantage of its geographical
location, which was adjacent to but protected
from continental Europe, and from which the
narrow seas could be controlled, Britain in the
nineteenth century kept sway over most of the
world by the comparatively cheap mainte-
nance of supreme naval power. This device is
no longer possible. For obvious reasons the
relative military power of the United Kingdom
is less, and its vulnerability far greater, than
at any time in the past two centuries. Its
economic capacity under normal conditions
of peace is wholly inadequate to provide the
far more expensive armaments of the twenti-
eth century. Thus Britain, though in an ab-
solute sense no weaker than ever, is actually
reduced to a secondary military position in
the world, and cannot hope to meet grave
military exigencies without the help of power-
ful allies. As a base of operations, however,
the value of the British Isles remains high.

The Government of the United Kingdom is
constitutionally among the most stable in the
world. Communists are so slight a danger as
to be negligible; other dissident groups, ex-
cept for the even less appreciable number of
Fascists, will confine their opposition to
normal political methods. Among the three
political parties: Labor, Conservative, and
Liberal, there is little difference in attitude
toward the United States or in general foreign

ET
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policy. The battle in the approaching elec- thetwomajor parties are very evenly balanced
tion will be between Labor and Conservative  but preponderance of opinion is that Labo

candidates, with the smaller numbers of the  would win again, by a reduced majority, if the
Liberal Party tending to vote Conservative in  election were held under present conditions.
those contests where they do not have a candi-  Events during the next months will most prob-
date of their own. The outcome is uncertain;  ably determine the ultimate result.
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CHAPTER |

POLITICAL SITUATION

1. The United Kingdom, the Commonwealth,
and the Empire. .

Although this Situation Report confine
itself to the United Kingdom, no examination
of British affairs can altogether ignore the
existence and importance of Commonwealth
and colonial considerations. The need arises
to indicate the position of the UK in the po-
litical structure of the British complex; to dis-
cuss the terms United Kingdom, British Com-
monwealth, and British Empire; and to sketch
some possible developments affecting relations
in the Commonwealth and Empire.

The United Kingdom of Great Britain and
Northern Ireland is a single political unit com-
posed of England, Scotland, Wales, and the
six northeastern countries of Ireland. The
United Kingdom’s eminence as a European
and a world power rests, however, in large part
on its relationship to the Commonwealth and
the colonial Empire. The Empire provides
an auxiliary to the strength of the United
Kingdom not essentially unlike that provided
other Western European states by their colo-
nial dependencies. The Commonwealth, on
the other hand, provides an auxiliary unique
in history. As the only major power in the
Commonwealth and in traditional usage the
mother country, the United Kingdom is most
often the leader in any common action, al-
though its leadership has declined in recent
years as a result of its own economic weakness
and the increased maturity and self-reliance
of the other Commonwealth nations. But the
influence of the UK becomes more obvious in
times of stress.

The Commonwealth at present comprises
the United Kingdom itself, and the other self-
governing nations (Dominions) giving alle-
giance to the British Crown: Canada, Aus-

SE

tralia, New Zealand, South Africa, India,* Pak-
istan, and Ceylon. (The self-governing colony
of Southern Rhodesia, though not a full mem-
ber of the Commonwealth, is frequently
treated as such by the United Kingdom.) All
members of the Commonwealth are sovereign
states, controlling their own foreign relations
as well as their domestic affairs; all are mem-
bers of the United Nations except Ceylon,
which has so far been excluded by Soviet
veto.**

These independent nations are neither for-
mally allied nor federated in any way. In the
classic definition of their relationship to each
other, the Balfour Declaration of 1926, they
are described as ‘“autonomous Communities
within the British Empire, equal in status, in
no way subordinate one to another in any
aspect of their domestic or external affairs,
though united by a common allegiance to the
Crown, and freely associated as members of
the British Commonwealth of Nations.” Con-
sultation when important international issues
arise has become customary, and there is a
continuous interchange of views; but there is

* According to agreement reached at the Con-
ference of Commonwealth Prime Ministers held in
London, 21-27 April 1949, India will, when its new
constitution is adopted, become a republic but con-
tinue in all other respects its “full membership” in
the Commonwealth, accepting the King as “the
symbol of the free association of its independent
member nations and, as such, the Head of the Com-
monwealth.”

** Jt should be noted that while use of the term
“Commonwealth” in the sense described above is
general, it is by no means unquestioned. There is
no precise, agreed definition of the word satisfac-
tory to all authorities; for example, “Common-
wealth” is occasionally and officially used as a term
including not only the sovereign and self-governing
nations, but also members of the dependent “Em-
pire.” ‘
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no set pattern for such consultation, no regu-
lar schedule of Commonwealth conferences,
and no Commonwealth secretariat. A Gov-
ernor-General represents the King in a purely
formal sense in each Dominion; most Com-
monwealth countries maintain High Commis-
sioners in the respective capitals of the others;
and the United Kingdom maintains a depart-
ment of the Government in London named the
Commonwealth Relations Office which is
headed by a member of the Cabinet. The UK
isin fact the keystone of Commonwealth unity.
Final decision on all questions of policy, how-
ever, remains with the individual Common-
wealth country. '

The Commonwealth has been able to exist
with such a tenuous political tie, and to unite
in cooperative action on serious issues, largely
because of four major cohesive forces. One
force is traditional and sentimental. For
Australia, New Zealand, Canada, and (to a
lesser extent) South Africa, the United King-
dom is the mother country from which large
parts of their populations originally came
(and small additions continue to come), whose
earlier history they share, and which, despite
the opposition of certain non-English-speak-
ing local groups like the French Canadians and
the Afrikaners, continues to set many of their
cultural standards.

A second force is economic. Important
changes have occurred in the older pattern by
which the United Kingdom served as the met-
ropolitan country from which the others drew
most of their manufactured goods and tech-
nical direction in return for large exports of
raw materials; but the United Kingdom is still
an immense and stable market for these pri-
mary products, still technologically more ad-
vanced than the other countries and the major
supplier to them of needed manufactures.
Trade relations, partially protected by prefer-
ential tariffs and geared to a high volume,
continue therefore to be intimate and mutu-
ally beneficial. Financial relations are like-
wise intimate and cooperative. The older Do-
minions have since the war given concrete
evidence of their interest in restoring British
economic health.

A third force is strategic: the Common-
wealth nations, having fought together in two

ET

world wars and having continued close mili-
tary cooperation, are putative allies—with the
possible exceptions of India and Pakistan. The
UK has not the ability now to defend the rest
of the Commonwealth, but while the strategic
dependence of the Dominions on the UK has
thusappreciably weakened, the British tie con-
tinues to afford them clear advantages. The
UK can be counted on for military support
where necessary to safeguard the Dominions’
security; it produces practically all the mili-
tary research and intelligence for the Com-
monwealth, making the bulk of the work
freely available; and it remains the source of
much of the Dominions’ war matériel. In
some circles there is a feeling that the en-
couragement of the Dominions to take greater
responsibility for imperial security tends to
strengthen the unity of the Commonwealth.
Insofar as Dominion strategic, or other, in-
terests are affected during Big Power or other
international negotiations, the UK invariably
attempts to protect them.

The fourth cohesive force is ideological.
Despite their racial and social diversity, all
the Commonwealth countries are parliamen-
tary democracies whose governing classes
speak the Englishlanguage at least as a second
tongue, and in general accept English political
and economic institutions. Moreover, the
ideological struggle of the present time, un-
derlining the value of solidarity on the part
of non-Communist nations and moving the

free world toward closer unity, also helps hold

together the Commonwealth.

All of these cohesive forces, except possibly
the last, are declining in strength, and the
Commonwealth is today in a state of transi-
tion. British weaknesses have attenuated
Commonwealth bonds. The accession from
dependent to Dominion status of India
and Pakistan in August 1947 and Ceylon
in February 1948 aggravates the problem of
Commonwealth unity. The populations of
these Asian countries lack not merely the gen-
eral political maturity found in the older Do-
minions, but more specifically the feelings
cherished by Australians or Canadians toward
the British Crowmn. Nevertheless, the con-
sciousness of interlocking interests permeates
responsible opinion in all the Commonwealth

_spomET
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countries. The close association continues to
produce substantial mutual advantages, and
the cohesive forces are still strong. It seems
likely that the white-governed Commonwealth
nations, at least, will act together on most
issues of magnitude, although British leader-
ship may continue to decline. Britain’s de-
gree of leadership, and to some extent the
unity of the Commonwealth, are directly re-
lated to the success of UK economic recovery.

The UK has already started dropping from
the terminology of the Commonwealth words
like “British” and “Dominion” which are ir-
ritating to Asian susceptibilities, and contem-
plates a constitutional formula by which coun-
tries can be members of the Commonwealth
without the traditional relationship to the
Crown. There is already apparent, however,
a distinction between the “o0ld” Dominions and
the Asian Dominions. A higher degree of in-
timacy exists between the former and the UK,
leading to the prospect of an inner and an
outer circle of Commonwealth nations.

The Empire, as the overseas dependencies
of the United Kingdom are generally termed,
is an agglomeration of territories too numer-
ous to list and too diverse to characterize in
any single generalization. . The oldest part of
the Empire is to be found in the Caribbean,
the largest part on the continent of Africa;
the most lucrative possessions as regards in-
ternational trade in the Far East; while other
territories such as Gibraltar and the Falkland
Islands are important only for strategic
reasons. The individual units of the Empire
represent many stages of social and political
development ranging from Bermuda’s or
Malta’sdown to the primitive tribal level found
in North Borneo or the Western Pacific Islands.
Few colonies contain many inhabitants who
are ethnically British. The forms of govern-
ment also vary, including among others
Crown colonies, protectorates, and trust ter-
" ritories held under agreement with the United
Nations Trusteeship Council. For all, fully
or in some degree, the UK bears the responsi-
bility for central administration, security, and
finance. In all the dependencies are gover-
nors and other officers of the Crown who are
responsible for the character of their admin-
istration to the Colonial Secretary in the Lon-

S
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don Cabinet. In most, the peoples enjoy
some participation in the local Colonial gov-
ernment.

Though the UK Government imposes no
taxes for its own account on the dependent
areas, and even grants financial aid and special
subsidies for welfare projects in them, the UK
as a whole derives important economic benefits
from the possession of most of these areas.
As direct sources of food and other raw ma-
terials, as dollar-earners in international trade,
as markets and opportunities for investment,
they are collectively an important part of the
British economic system. Long-term plansfor
the revival of the British economy contem-
plate an even greater role for the Empire in
the future and allocate scarce capital goods
for extensive colonial development programs
(particularly in Africa) on the theory that
such programs will not merely help feed the
United Kingdom but also raise the standard
of living of the colonial populations and per-
suade them that the British connection is to
their interest.

The concurrent political development en-
visaged for the Empire looks to the UK’s ex-
perience with the Commonwealth countries
for an answer to the problem of colonial na-
tionalism. In contrast to French colonial
theory, which makes representation in the
parliament of the metropolitan country the
goal of colonial political ‘development, the
British in general offer their colonial peoples
a gradual progress up the ladder of increas-
ing self-government with Dominion status at
the top. One former part of the Empire,
Burma, has been allowed to sever its British
connections completely; and the postwar con-
stitutions in a number of other colonies have
measurably widened the inhabitants’ control
of their own affairs. This policy is a mixture
of genuine altruism, recognition of the limita-
tions of British power, and an underlying con-
viction that the strong stream of colonial na-
tionalism can be coped with only by dikes and
spillways, not by dams. It is not a policy of
liquidating the Empire, for in neither of the
spheres really important to the UK— the eco-
nomic and the strategic—have the ties been
seriously weakened. The present Labor Gov-
ernment is not imperialistic in principle, but it
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is as concerned as any other would be with
Britain’s international stature and its world-
wide strategic requirements. The pace of co-
lonial political and economic development has
reached a historic high under its guidance, not
as a liquidating process but as a strengthen-
ing one. Relationships within the Empire will
change steadily as a result of British policy.
There is reason for believing, however, that
while some elements may follow Burma out of
the Commonwealth and Empire, the progres-
sive leadership and cohesive forces flowing
from the UK—economic, political and securi-
ty—will continue to hold the majority. The
success of the UK, however, in maintaining
this more flexible means of influence depends
not only on the political skill of its govern-
ments but also on the recovery of a sound eco-
nomie position,

2. The Genesis of British Parliamentary
Democracy.

The British system of government is the
product of more than a thousand years of grad-
ual evolution. In its essential continuity, its
relative freedom from violent civil conflicts and
revolutionary upheavals, its lack of moments
of sweeping innovation, this evolution is
unparalleled in the history of modern nations.
Yet along with their penchant for gradualism
the British have displayed an extraordinary
creativeness in the practice of politics and gov-
ernment. The structure of civil liberties, the
processes of parliamentary government and of
limited monarchy, the independence of the
judiciary and the rule of law were turned into
working reality by the British, and their form
of government has consequently enjoyed in-
comparable prestige throughout the world. It
was for long the principal model for all men
of liberal political persuasion. It has in-
spired countless revolutions. And its evolu-
tion has not ceased; the system is even now
passing through a period of transition, as it
has often done in the past.

In the evolution of British political institu-
tions, the most important factors have been
the character of the people, the insular and
protected position of the country, and a great
degree of good fortune in the early succession

S

of monarchs, who were apt to be strong when
strength was needed and weak when weakness
was beneficial. The history of government in
medieval England is largely that of strong
kings suppressing the lawlessness of the no-
bility with the frequent help of the rising
middle class. When this work had been ac-
complished the middle class turned against
its ally, and reduced the king to the status
of a useful ornament. As the twentieth cen-
tury opened, the position of the middle class
itself began to show signs of weakness, and
the process of evolution continued.

- With a few notable exceptions the English
monarchs from William the Conqueror to
Queen Elizabeth (who died in 1603) were in-
dividuals of great ability and powerful will
The chief problem which confronted them was
to maintain their royal authority against the
perpetual opposition of the feudal baronage,
and to do so despite the fact that the feudal
baronage itself constituted the backbone of
the Kking’s own military resources. The
stronger kings succeeded in preventing private
warfare, and in retaining under their own
control the military propensities of English-
men. Also, the monarchs continued and
strengthened the Anglo-Saxon county courts
and established new courts in the boroughs;
using these non-feudal institutions they by-
passed the private jurisdiction of the baronage
and founded the English judicial system upon
the authority of their own royal judges, who
travelled throughout the country offering a
better and cheaper procedure than the nobility
themselves could provide. The removal of
judicial processes from the private jurisdiction
of feudal lords to the national jurisdiction of
the king was the most remarkable and popular
of the early royal innovations.

Of all the early English governmental in-
stitutions, however, that of Parliament was the
most notable. By normal feudal practice the

higher nobility and clergy had both the right

and the duty of assembling to assist and advise
the king upon matters poiitical and legal.
During the thirteenth century the kings be-
gan occasionally to summon representatives
from the citizenry of the counties and bor-
oughs, primarily in order that these folk might
be persuaded to grant money in taxes, but also
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in order that they might hear such propa-
ganda as the monarch might desire to offer
them, and have opportunity to tell him their
principal grievances. These representatives
of the Commons of England formed the habit,
more by accident than design, of meeting
privately to deliberate upon what moneys they
should grant and what complaints they should
offer, and having deliberated they trooped
before the king and the nobility, where their
conclusions were presented by a Speaker. The
same general form and ceremony is observed
today at the opening and closing of Parlia-
ment.

By the middle of the fourteenth century
the House of Commons had secured virtual
control of the revenues of the kingdom; at
least the monarch was henceforth unable to
support more than the irreducible minimum
of government without appealing to the Com-
mons for grants of money. The Commons
usually insisted that “redress of grievances”
should precede “supply.” Moreover any major
national adventures soon came under scrutiny
of the persons who had to pay for them, and
the general outlines of policy were thus fre-
quently discussed in Commons even though
this development was considered by the king
to be an outrage upon his prerogatives. The
fact that the House of Commons gained control
of the purse, and having gained control kept
it, is the most important single fact in the con-
stitutional history of England.

In consequence of these developments Eng-
land emerged into modern times with a na-
tional government having well-established
popular institutions. The remarkable line of
medieval monarchs, with their successors the
Tudors, had been strong enough to reduce the
country to discipline and order, but had only
been able to do so by fostering healthy local
institutions such as the county courts and the
justices of the peace, and by admitting the
commonalty of England intoa limited partner-
ship in government through these and through
Parliament. The Tudors finally crushed the
last revolts of the medieval baronage, and at
this point in English history there was some
indication that with the old nobility removed
from the scene (the class which nearly four
hundred years before had extracted Magna
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Carta from a reluctant king) no force remain-
ing would be strong enough to counter the
royal power. The day of absolute monarchs
was dawning in Europe, and it remained to
be seen whether England would follow the
fashion.

By the end of the seventeenth century this
question had been answered. The Stuarts at-
tempted to establish absolutism; they could get
nowhere without money, and when they de-
manded money of the Commons it was refused.
The dispute led to civil war, and to the execu-
tion of King Charles I in 1649. For a time
the Parliamentary party established a military
dictatorship under Oliver Cromwell, but this
proved almost as disagreeable as the royal
absolutism; King Charles II was therefore re-
stored. Eventually, in the “Glorious Revolu-
tion” of 1688, Parliament deposed another
Stuart and placed on the throne the Dutch
Prince William of Orange, whose wife was
a Stuart and thus could claim some pretense
of legitimate right. Nevertheless the Glorious
Revolution fairly established the principle that
the king himself held his office by virtue of an
act of the legislature. In the eighteenth cen-
tury the throne passed to the Hanoverian fam-
ily, which had little pretense of title save Par-
liamentary sanction. The supremacy of Par-
liament was now virtually beyond question;
even George III, in his brief attempt at per-
sonal rule, tried rather to manage than to
crush the House of Commons. '

Having established its supremacy Parlia-
ment was no longer content with merely grant-
ing or withholding taxes and expressing a
timid opinion on public affairs, but assumed
also the responsibility of supervising adminis-
tration and policy. The machinery by which
to do this was developed in the course of the
eighteenth and nineteenth centuries by a long
process of trial-and-error leading to the mod-
ern Cabinet and the modern party system.

The Cabinet grew out of the small body
of King’s ministers who actually attended to
the business of government. Though these
ministers were (and still remain) theoretically
responsible to the King and chosen by him,
it was necessary to make them in fact answer-
able to Parliament. Frequently in the eight-
eenth century, and regularly in the nineteenth,
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a Cabinet would resign when Parliament lost
confidence in it, because under such circum-
stances it became difficult to carry on govern-
ment. The principle was also established in
the eighteenth century that each Cabinet
should be headed by a Prime Minister with ac-
cepted leadership and preeminent responsi-
bility. The further principles of Cabinet soli-
darity and collective responsibility, gradually
worked out, meant that any policy decided
upon was a Cabinet policy; if a minister dis-
sented he might resign but he must not pub-
licly oppose without resigning; if a policy was
defeated in Parliament the whole Cabinet, and
not merely the minister concerned, would re-
sign. This system was long in developing and
was by no means clear even at the end of the
eighteenth century.

Modern parties in the Parliament trace their
history from the seventeenth century. One
thing above all was necessary to give them
legitimate standing in the political process;
this was that a party should be able to oppose
the government without seeming to oppose
the throne and the order of society—in short
that opposition should not imply revolution.
This point, so obvious today in democratic
societies, was not established without diffi-
culty, but in the eighteenth century “His
Majesty’s Loyal Opposition” came into exist-
ence, and is now accepted as a sine qua non
of democracy. The history of parties is nearly
as complicated as the history of the Cabinet,
and it emerges into order and regularity at
about the same time: the middle of the nine-
teenth century. This was the high point of
the parliamentary system; its traditions con-
tinue to the present day, and sometimes be-
cloud the fact that the system has somewhat
changed since that golden era.

Besides developing in the Cabinet a machine
for carrying on government it was necessary
that Parliament itself should become more
democratic if it were to keep up with the times.
A few descendants of ancient nobility, together
with far more numerous modern creations,
made up the House of Lords, in which they
held seats by hereditary right. But the House
of Commons also had never pretended to be
democratic; it contained representatives of the

S
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aristocracy and the wealthy who were not
blessed with titles of nobility. Agitation to
extend the franchise began in the early nine-
teenth century; after a memorable political
struggle the first Reform Bill was passed in
1832, about doubling the number of voters.
Two more acts continued the process in 1867
and 1884, and in 1918 the suffrage was made
universal for men, and for women over thirty;
women under thirty were given the vote in
1928. Early in the twentieth century mem-
bers of the House of Commons were first paid
for their services, so that politics, which had
been an avocation of the wealthy, was opened
to a wider field of candidates.

Meanwhile the legislative power of the House
of Lords had restricted and embarrassed the
programs of the House of Commons, especially
when a Liberal Cabinet was in office. A series
of controversies between the two houses led to
a climax in the years 1909-1911, when the
Lords were deprived of much of their power.
They could thereafter do no more than delay
for two years the passage of a bill not a money
bill; they could not alter or delay beyond
thirty days a measure involving money. The
present Parliament (1949) is carrying this re-
striction further, and the Commons is passing
an act which will permit the Lords to delay
bills no longer than approximately one year.

Characteristically, the British in their long
evolution of political institutions have seldom
completely discarded any office or observance.
They have thus preserved in outward show,
and to a great degree in public consciousness,
the connection between their present system
and that of England in the Middle Ages. De-
spite its obvious anachronisms, the House of
Lords is not abolished. The monarchy itself,
in medieval times the active instrument of
unity and discipline, has now become the
symbol of the same things, not only in Britain
itself but in the entire Empire and Common-
wealth. The British consider that their habit-
ual mingling of past and present in govern-
mental institutions makes for stability and for
public spirit, and tends to knit the community
together despite all the strains of innovation
which new circumstances produce.
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3. The Structure of the Government.

The British have no written constitution in
the US sense. Many laws regulate various as-
pects of the structure or operations of govern-
ment; for example, there are laws specifying
the order of succession to the throne, the fre-
quency with which elections to a new Parlia-
ment must be held, the persons who may vote
in such elections, the number and nature of
courts of justice, the legislative powers of the
House of Lords, and many other matters.
There is an act guaranteeing the usual civil

liberties to the population, a Habeas Corpus

Act, and a law specifying the form of worship
to be used in the Established Church. All or
any of these laws, however, may be altered or
repealed at any time by Parliament, with no
greater formality than that required for the
most insignificant piece of legislation. The
constitutional authority of Parliament is su-
preme. Moreover even the laws prescribe only
a part of the structure of government and
regulate only a portion of its operations. The
Cabinet, for example, perhaps the most char-
acteristic and indispensable political institu-
tion, is virtually unknown to law; its functions
are ruled by custom, and by the “conventions
of the constitution.” .

Furthermore, the British Government in
theory is still the King’s government. The
monarch opens Parliament with a speech
which announces a legislative program; his
assent is required to convert bills passed by
Parliament into laws; he appoints and dis-
misses ministers; he commands the armed
forces of the nation; he declares war and
makes peace. In form the British Govern-
ment is little changed from the time when
the king was a working executive, a real power
and influence in the day-to-day administra-
tion of the realm. It is known, of course, that
the reality of the present day is something
quite different. More than two centuries ago
the personal authority of the monarch began
to pass to his ministers, and the king’s position
in the government gradually was institution-
alized in the Crown. He still nominally exer-
cises the prerogative and statutory powers of
the Crown, but the real control rests with
ministers responsible to Parliament. Through
the fiction of advising his majesty, they take
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the decisions and give the orders which ema-
nate from the Crown. So complete has this
transference been that it would be regarded
as “unconstitutional” for the king to attempt
to reassert some power, such as that of veto.

Many of the Crown’s actions are announced
as Orders-in-Council, the Council being the
once powerful body of royal advisers known as
the Privy Council. Today it is a body of about
330 ministers, ex-ministers, ambassadors, bish-
ops, and others prominent in official and pub-
lic life who collectively have no significant
duties. All its legal acts result from political
decisions of the Council’s currently effective
members, the Cabinet. The King and a few
ministers—three are a quorum—meet period-
ically and perform the formalities which give
legal effect to the most important executive
and administrative actions of the British Gov-
ernment.

While the King’s role in the modern concep-
tion of the Crown is largely formal and nomi-
nal, he should not be dismissed as only a figure-
head. In the words of Winston Churchill,
“Under the British Constitutional system the
Sovereign has a right to be made acquainted
with everything for which his Ministers are
responsible, and has an unlimited right of giv-
ing counsel to his government.” By advice, by
admonition, and by encouragement a saga-
cious monarch may exert considerable influ-
ence within the privacy of the council cham-
ber.

The supremacy of Parliament in Britain is
maintained, despite the powers of the King
and his ministers, partly because Parliament
keeps control of the purse, just as it has for
centuries. There is nothing in law to prevent
the Crown from declaring war and sending
forth the army, navy, and air force to fight
in total disregard of the wishes of Parliament;
but the forces would still depend for their
supply on the votes of the House of Commons.
Likewise, there is no law to compel a Cabinet
to resign if the House fails to support it, but
normal government under such conditions
would soon become impossible. Thus unless
‘“constitutional” procedures are duly observed,
unless Parliament is at least sufficiently in-
formed and consulted so as to assure that it
favoys a Cabinet’s policy, resort to force or
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revolution becomes inevitable. The British
prefer the evolutionary processes of democratic
government, and so habituated are they by
centuries of experience to the working of such
government that their “unwritten” constitu-
tion is respected almost as a part of the order
of nature. In the nice adjustment of func-
tions and powers to customs, conventions,

!
!
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habits, and the character -of the people, the *
British system of government is unparalleled !

in the world, and its imitation by other coun-
tries has in most cases proved impossible.

a. The House of Commons.

The House of Commons now has 640 mem-
bers; effective when the next general election
is held, in 1950 or sooner, the number of seats
will be 625. By law there must be a geheral
election at least every five years, Parliament
may be dissolved at any time, however, by
the King, who does so upon the advice of the
Prime Minister. An election is generally held,
therefore, at the moment considered by the
Prime Minister most advantageous for his
party, or (nowadays rarely) at such time as
an adverse vote in Commons has defeated the
ministry and forced it to choose between resig-
nation and dissolution.

The present House was elected in July 1945;
since that time there have been 51 by-elections
to fill vacancies resulting from resignations
and deaths. It is now composed of 389 Labor-
ites, 193 Conservatives, 11 Liberals, 2 Com-
munists, and 45 other members. Of the last
number some are Ulster Unionists from North-
ern Ireland, others are National Liberals, who
have not returned to the orthodox Liberal fold
since they deserted it to join the Nationalist
coalition in 1931, and fifteen are Independents,
owing allegiance to no party. Five members
are known as Independent Laborites; they
have been excluded from the Labor Party for
excessive leftward deviation.

Although it is at present beyond question
that the House of Commons is the ultimate
legislative authority, nevertheless laws are
almost never originated in the House; they are
proposed by the Cabinet and presented to the
legislators for debate and approval, often after
minor amendments. Policies are formulated
by the Prime Minister and his Cabinet col-
leagues and announced to the House, some-

SEC

times to become the subject of a debate and
a vote, sometimes merely that the House and
the country may be informed. Since in the
normal course of events the Prime Minister
and Cabinet have a safe majority in Commons,
their announcements and proposals are vir-
tually always carried through. .It is thus the
Cabinet, and not the House of Commons, which
governs the country.

The real function of the House of Commons
in modern times is to serve as a forum where
the actions and policies of the government
are closely examined, attacked by the Opposi-
tion, defended and explained by the majority
party, and exposed to public scrutiny. It is
the function of the government to govern; to
do this it must retain the support of its Par-
liamentary majority, which may require an
occasional adjustment of policy after effective
criticism in Commons, or a housecleaning in
some department of administration where
shortcomings have been dragged into the light
of day. It also requires the occasional ap-
plication of strict party discipline to ensure
that the government’s supporters do not
waver, or at least do not desert the cause with-
out realizing that they may in consequence
have to undergo the risk and expense of a new
election. It is the function of the Opposition
to oppose, to endeavor to turn the opinion of
the country away from the party in power
and towards itself; to undermine the solidity
of the government’s majority in the House of
Commons; to provide effective criticism; to ex-
pose every weakness and shortcoming of the
administration, and to be ready at any moment
to go into office and conduct a government
itself.

Debates are held upon the passage of bills
submitted by the government, and also upon
questions of public policy; if for instance the
conduct of foreign affairs has reached a critical

stage the government may announce a debate

on the subject, or the Opposition may request
such a debate, and the government, which con-
trois the aliotment of time in the House, will
set a day. Apart from these full dress occa-
sions, moreover, matters of general import are
frequently discussed during debates on rou-
tine motions for adjournment. Finally, each
day an hour is set aside during which Ministers
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must answer questions addressed to the gov-
ernment by members of the House. Previous
notice of such questions has to be given, and
the appropriate minister thus has opportunity
to prepare his answer, but supplementary in-
quiries may be made orally in the House, and
may cause great embarrassment to any depart-
ment of government which has laid itself open
to criticism. The question hour was perhaps
-intended primarily as an inquisition on the
details of administration, but it very frequent-
ly covers problems of public policy and even
of foreign affairs; through a few skillful ques-
tions addressed to a single department, the
position of the whole government may be
weakened.

The dramatic manner in which the supreme
political leaders of Britain directly confront
each other day by day in the House of Com-
mons gives the proceedings much popular in-
terest.  Reports of its debates and of the ques-
tions and answers are published in the better
newspapers and followed by the public much
more generally than the proceedings of Con-
gress are followed in the United States. The
interaction of opinion between general public,
House of Commons, and government is power-
ful and continuous, making the British in a
political sense perhaps the most democratic
of all modern governments.

b. The House of Lords.

The House of Lords is the modern remnant
of the medieval Great Council, to which the
kings summoned their barons and higher
clergy, and to which the House of Commons

was at first an insignificant adjunct. It has

nowadays about 800 members, including about
675 hereditary peers of England and the
United Kingdom, 26 Bishops of the Established
Church, 16 peers elected to represent the
Scottish peerage, and 7 to represent that of
Ireland. In addition there are nine non-
hereditary Lords of Appeal in Ordinary who
are appointed to their position for their legal
knowledge, and whose function is to act for
the House in its ancient capacity as the highest
Court of Appeal of the land. Quorum in the
House of Lords is but three, and rarely are
there as many as a hundred peers present at
sittings.

SE

Membership in the peerage is either in-
herited according to the principles of primo-
geniture or acquired; in the latter case it is re-
ceived as a patent of nobility from the king,
granted on the advice of his ministers to ac-
knowledge some distinguished service ren-
dered to the state, or some exceptional talents
or money employed for the public good; on oc-
casions titles of nobility have been the reward
for large sums of money donated to the war
chest of the ruling political party.

The House of Lords now has little power.
It is admitted to be an anachronistic institu-
tion, and demands are frequently voiced for
its reform or its abolition. Among the various
principles for constituting a second legislative
chamber, that of hereditary holding of seats
certainly does not now rank high in public
estimate. However, if a second chamber were
to be so constituted as to be able, effective, and
representative, it would have to be given com-
mensurate power, and this would not be at
all to the liking of the House of Commons.
Under present circumstances, the small num-
ber of peers who actively concern themselves
with the business of their House include a high
proportion of men of great ability and long
experience; their contributions to debate upon
bills are often of much value and yet their
actual power, as against that of the House of
Commons, is negligible and can be kept neg-
ligible without arousing any public protest of
importance. Hence there is a considerable
substratum of political reason to support the
resistance of conservatism, vested interests,
and sheer traditionalism against root-and-
branch alteration of the House of Lords.

c¢. Government, Cabinet, and Ministry.

The British Cabinet at present consists of
seventeen members, comprising the political
heads of the great departments of state to-
gether with a few holders of ancient and honor-
ific offices who are in reality Ministers with-
out Portfolio. Besides the seventeen Cabinet
members there are nineteen other high officials
whose importance is not sufficient to include
them in the Cabinet, but most of whom never-
theless are heads of important departments,
are Ministers of State, and are said to belong
to the “Ministry.” The whole group of Cab-
inet and other Ministers is generally known
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as the “Government.” Members of the Cabi-
net are predominantly drawn from the House
of Commons, but there are always a few from
the Lords.

The “Government” is headed and its mem-
bers are chosen by the Prime Minister, who is
selected by the King but is always the leader
of the majority party in the House of Com-
mons.* The Prime Minister may dismiss Min-
isters, transfer them from one office to an-
other, and reduce or enlarge the size of the
Cabinet as he sees fit.

The Cabinet is responsible to the House of
Commons, and if defeated in an important
vote it must resign, or the Prime Minister must
advise the King to dissolve Parliament and
hold a general election. Since Members of
Parliament are not anxious to risk their for-
tunes in an expensive and problematical gen-
eral election, the Cabinet wields very great dis-
ciplinary powers by threatening its own follow-
ers with a dissolution; nowadays it is hardly to
be expected that a government enjoying a size-
able majority will ever be defeated in the
House. But the Cabinet must in prudence
manage its majority so as to assure not merely
an obedient block of votes at critical mo-
ments, but adequate loyal back-bench support
throughout the debates and maneuverings by
which the Opposition continually seeks to in-
fluence public opinion and undermine the
long-term position of the Government.

The _deliheratinng nf the Cahinet are cenret
Publicly its members must agree; they are col-
lectively responsible for the acts and policies
of government, and the only recourse of a dis-
senting member is resignation. Numerous
Cabinet Committees deal wtih special fields
and take some weight of business off the
shoulders of the full Cabinet; since 1917 there
has been a highly efficient Cabinet Secretariat,
but in the great days of Gladstone and Dis-

*In 1915-1922, 1931-1935 and 1940-1945 Britain
was ruled by coalition governments, and in 1924 and
1929-1931 the Labor Party conducted governments
with the help of Liberal votes; the Prime Minister’s
party thus did not always have a majority in the
House of Commons. Despite the frequency and
length of these coalitions they are persistently con-
sidered to be abnormal; the two-party system, with
one party enjoying a safe majority, is the typical
form of British Government.

raeli no records were ever kept of proceedings,
and no one except the Queen was ever in-
formed of them.

Britain’s present Labor Government is or-
ganized for functional purposes in a pyramidal
fashion, which may in principle become a per-
manent feature of Cabinet Government. At
the apex is the Prime Minister, Clement Attlee.
Directly underneath him are three senior Min-
isters: Ernest Bevin, Foreign Secretary; Sir
Stafford Cripps, Chancellor of the Exchequer;
and Herbert Morrison, Lord President of the
Council and Deputy Prime Minister. Directly
under these three come a group of five Minis-
ters with coordinating functions of an impor-
tant but less major character: A. V. Alexander,
Minister of Defense; Viscount Addison, Lord
Privy Seal; Viscount Jowitt, Lord Chancellor;
Chuter Ede, Home Secretary, and Hugh Dal-
ton, Chancellor of the Duchy of Lancaster.
Below this group are the eight senior depart-
mental ministers who are also members of
the Cabinet and who therefore have the right
to take part in Cabinet discussions not merely
on their own departmental affairs but on any
aspect of policy: The Secretaries of State for
the Colonies, for Commonwealth Relations and
for Scotland, the Ministers of Labor, Health,
Agriculture, and Education and the President
of the Board of Trade. In this group two

Ministers stand out somewhat from the others,

Aneurin Bevan, Minister of Health, and George
Isaacs, Minister of Labor: the latter, be-
cause manpower problems affect all depart-
mental programs; the former, because his im-
mense personal dynamism and ability have
marked him as a Prime Ministerial possibility
and because the left wing of the Labor Party
looks to him for leadership.

Below the departmental Cabinet Ministers
come twelve heads of departments who, al-
though formally of Cabinet rank and paid the
same salary as Cabinet Ministers, are not
members of the Cabinet itself and only attend
when specifically invited by the Prime Min-
ister to deal with matters concerning their
departments. Finally, forming the base of
the pyramid are those, such as the two Min-
isters of State and thc Paymaster-General,
who are not heads of departments of their
own, the Law Officers, and in a lower status,
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the Parliamentary Secretaries of the Depart-
ments. ‘

This pyramid concentrates great power and
planning responsibility in the hands of the
Prime Minister and the three Ministers direct-
ly next to him. It is buttressed and supported
by the series of functional policy-making com-
mittees, the most important of which the
Prime Minister personally directs, and which
form an integral part of the present pattern
of government. He is the chairman of the
Economic Policy Committee, of which the
other principal members are the Chancellor
of the Exchequer, the Foreign Secretary, the
Lord President, and the Lord Privy Seal. This
Committee decides the general policy to be
followed nationally and internationally in
finance, trade, and industry, determines the
broad distribution of manpower and material
resources and the correct balance between
capital and consumption expenditure. The
Prime Minister is also Chairman of the De-
fense Committee, which decides over-all Brit-
ish strategy and the size and deployment of
British forces. He concerns himself simi-
larly with the direction of broad policy in ex-
ternal affairs, and with a committee dealing
with the development of atomic energy for
both military and industrial purposes. The
pattern thus provides machinery for the posi-
tive direction and supervision of all major
aspects of policy by the Prime Minister to an
extent that would be quite impossible under
the old Cabinet system, in view of the present
volume of government business.

The three senior Ministers immediately next
to the Prime Minister, Bevin, Cripps, and Mor-
rison, have broader responsibilities along with
those of their ministries. Each is in control
of the coordination of policy in one particular
sector of affairs. Bevin in addition to his
direct responsibilities as Foreign Secretary
maintains a general oversight over the whole
field of overseas policy including Common-
wealth and colonial affairs. Cripps is respon-
sible for the direction of both financial and
economic policy—an immense field—and is
chairman of the executive arm of the Prime
Minister’'s Economic Policy Committee. This
is a committee of all the Ministers in charge
of production departments: the President of
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the Board of Trade, and the Ministers of Sup-
ply, Fuel and Power, Agriculture, Transport,
and Works, together with the Minister of La-
bour because of his concern in the whole ques-

" tion of manpower, and the Minister of Health,

because the Ministry of Health is responsible
for housing. He is also Chairman of the Joint
Planning Board, which has to consider the
practical industrial application of economic
policy and on which ministers, industrialists,
and trades unionists sit. Herbert Morrison is
responsible for the coordination of social serv-
ices and of general domestic policy in the non-
economic field, including the government in-
formation services. Moreover he has the re-
sponsibility for supervising the whole of the
legislative program and for securing a correct
balance between reconstruction .and reform
measures.

Somewhat comparable functions in the field
of defense are exercised by A. V. Alexander,
but he is ranked beneath Bevin, Cripps, and
Morrison in the pyramid, both because his per-
sonal authority is not so great as theirs and
because the Defense Committee over which
the Prime Minister presides (and of which the
Minister of Defense and the Chiefs of Staff
are members) deals with defense policy in con-
siderable detail. What is left to the Minister
of Defense is therefore primarily the task of
executive coordination, which is carried out
through a committee of the three Service Min-
isters and their advisors, of which he is chair-
man. -

The administrative functions of govern-
ment, so vastly increased during recent years,
are directly under supervision of the Cabinet,
whose principal members themselves head the
greatest departments and are answerable at
question time in the House of Commons for
any shortcomings. However able may be the
politician selected to head a great department,
he is probably not acquainted with its detailed
working, and is therefore greatly dependent
upon his permanent staff of civil servants.
The British Civil Service since its reform in
the middle of the nineteenth century has at-
tained an unrivalled reputation for incorrupti-
bility and competence. It is entirely ‘non-
political. Administratively the civil service is
under the direction of the Treasury; it has an
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elaborate system of examinations and grada-
tions, and recent reforms have tended toward
widening the field from which successful
candidates for the higher posts may come; the
importance of a sound classical education has
been somewhat lessened, and the dominance
of the older universities reduced. Neverthe-
less the extremely potent influences of the
permanent staff at an important ministry, and
its tendency to be rather conservative in out-
look, have generally prevailed over the inno-
vating zeal of all but the most forceful new
ministers. On the other hand, the weapon
_of public and parliamentary criticism and the
power of even a weak minister to veto the
policies of permanent officials rule out govern-
ment by bureaucracy.

The bureaucracy now contains nearly 2,200
high-ranking civil servants, whose abilities
have carried them to the top of the service.
They are mostly the “assistant secretaries,”
who head departmental subdivisions; ‘“princi-
pal assistant secretaries,” who head divisions
of ministries; “second secretaries and deputy
under-secretaries” who assist the permanent
secretaries in the large ministries; and “per-
manent secretaries” or in some cases “perma-
nent Under Secretaries,” who are the depart-
mental chiefs. Those who attain the position
of permanent secretary or under-secretary are
almost always knighted. = As permanent heads
of departments their work includes: control
of day-to-day departmental policy; advice to
ministers on longer-range policies; drafting of
bills to be introduced in Parliament; supply-
ing ministers with facts and arguments for use
in Parliamentary debate; composing in the
name of ministers subordinate orders and reg-
ulations having the force of law; and, at times,
making decisions in the name of ministers on
which there is no further appeal.

In connection with the vast expansion of
the civil service resulting from wartime needs
and the present government’s policies, there
are indications that its quality has diminished
somewhat, particularly in the low grades.
The government is currently concerned to cor-
rect this situation. Nevertheless, the civil
service is generally regarded as the world’s
most capable, and remains the envy of and
model for numerous other countries.
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d. The Judiciary.

England is the home of one of the two great
legal systems of the Western world. The Eng-
lish common law, which has its roots far back
in medieval history, is known as judge-made
law for the reason that its basic principles
are to be found in the decisions of courts which
for centuries have been expounding and adapt-
ing the lines of old precedents to current situa-
tions. Originating in the customs of rude
communities of Saxon England and being de-
clared by many local councils or courts, the
law was greatly aided in becoming “common”
by the introduction during the Norman period
of itinerant judges journeying forth from the
seat of royal authority.

In the course of time the common law came
to be stereotyped into a number of forms of
action which often robbed a litigant of sub-
stantial justice. Sometimes such a litigant
would appeal to the king, the fountain of
justice. These appeals were heard by the
most learned member of the king’s court, the
chancellor, who was usually a cleric and ac-
quainted with Roman law from his ecclesiasti-
cal training. From these cases there gradu-
ally developed a competing system of law
known as chancery or equity. Eventually the
chancery courts were limited to specific fields
of jurisprudence beyond which the common
law reigned supreme.

Besides the common law and chancery there
is a third chief source for the law which Eng-
lish courts administer today. This source is
Parliament. Statutes frequently declare new
law or revise old legal principles. Being the
most recent declaration of the sovereign they
take precedence over any previous interpreta-
tions of the law. It should be observed that
in its legislation Parliament always assumes
the existence of the great fabric of common
law, and the judicial precedents of the past
are controlling until specifically repealed or .
replaced. '

While the English common law is now grow-
ing and developing under many different sov-
ereignties, one principle is basic in its opera-
tion at home and abroad. That principle is
the rule of law. It means, first, that no one is
above the law, and every person, high or low,
official or private citizen, is amenable to the
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same courts of justice, and secondly, that no
person may be deprived of life, liberty, or
property -except in consequence of an infrac-
tion of the law proved in open court.

Broadly speaking, the law in England and
Wales is administered at three levels: (a) by
~ Justices of the Peace and Stipendiary Magis-
trates in Courts of Summary Jurisdiction and
Quarter Sessions; (b) by the County Court
Judges in the County Courts; (c) by the
Judges, Lords Justices and Lords of Appeal in
the Supreme Court of Judicature, the House
of Lords, and the Judicial Committee of the
Privy Council.

Every county, county borough, or large town
has its own commission of the peace in which
a number of leading citizens are named as
Justices of the Peace, appointed by the Lord
Chancellor. Two or more of these unpaid lay
justices sit in petty sessions, to punish minor
offenses and to make preliminary examination
of more serious crimes to see whether the evi-
dence warrants the commitment of the ac-
cused for trial elsewhere. Four times a year
all active magistrates sit in the Court of Quar-
ter Sessions, and deal with somewhat graver
offenses than do petty sessions. Jury trial is
here used, but murder and serious crimes in-
volving the heavier punishments may not be
tried.

In London and the larger cities expert mag-
istrates are appointed by the Crown on the
Home Secretary’s recommendation. They
must be legally qualified, must devote their
whole time to the job, and are paid for their
services.

The second level of courts is the county
courts, which are the creations of Parliament
and are not to be confused with the ancient
county court of medieval English history.
The modern courts of this designation possess
civil jurisdiction only, and this is limited to
money value not exceeding £100, debts and
damages not exceeding £200, and trust prop-
erty, etc., not exceeding £500. There are 459
County Courts, presided over by 58 judges,
who are appointed by the Lord Chancellor
from barristers of at least seven years’
standing.

The High Court of Justice and the Court of
Appeal, which together comprise the Supreme
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Court of Judicature, were created by the Judi-
cature Act of 1873, which came into effect in
1875. By this Act the entire structure of the
British Courts of law was fundamentally re-
formed and modernized. The High Court con-
sists of three main divisions: (1) King’s Bench
Division (presided over by the Lord Chief Jus-
tice); (2) the Chancery Division; and (3) the
Probate, Divorce, and Admiralty Division.
The King’s Bench judges try the gravest
crimes, regularly in London, and periodically
at the Assizes in various towns to which they
go on circuit. Above the High Court of Jus-
tice and the Courts of Assize, but still staffed
by the judges of the Supreme Court of Judica-
ture, are two appeal courts: the Court of Ap-
peal for civil cases and the Court of Criminal
Appeal for criminal cases. In a relatively
small number of cases, appeals are taken even
higher, to the House of Lords. The latter
body concerns itself exclusively with questions
of law, not of fact, and cases may be appealed
to it only if the Attorney-General (or in his
absence the Solicitor-General) gives his certifi-
cate or “fiat” that a point of law of exceptional
public importance is involved.

There is one other appeal court, the Judicial
Committee of the Privy Council which, strictly
speaking, does not belong in the English judi-
cial hierarchy because it reviews cases ap-
pealed from courts in various parts of the
British Empire outside Great Britain itself.
All the Dominions except New Zealand have
restricted the right of appeal to the Judicial
Committee, but it still serves as the final court
of appeal for British territories which have
not acquired full rights of self-government.

The legal profession is divided into three
groups: solicitors, barristers, and judges. So-
licitors are lawyers who advise clients on legal
problems and prepare legal papers. Barristers
argue cases in court. A select group of law-
yers, the barristers are all members of one of
the four ancient legal associations known as
the inns of court. The judges are appointed
by the Crown for life from the ranks of the
barristers.

The administration of justice in England
has a well-deserved reputation for fairness and
impartiality. Some of the factors contribut-
ing to the attainment of this reputation ap-
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pear to be the high prestige of the legal pro-
fession, the non-political appointment and life
tenure of judges, judge-made rules of court
procedure, and the prompt hearing of cases,
particularly criminal cases, in courts of first
instance and appellate courts. The judicial
system is subject to criticism on the grounds
of expense for poor litigants and the inade-
quacies of the lay J. P.’s.

The above discussion is applicable only to
England and Wales. Scotland has its own
legal system and judicial administration, both
of which were strongly influenced by the
Roman jurisprudence of the Continent. The
law and courts in Northern Ireland are related
both to those of England and Scotland, al-
though the influence of the former appears
greater. '

e. Local Government.

There is no constitutional division of pow-
ers between national and local government.
Parliament defines by statute both the organi-
zation and the powers of local authorities, and
the courts are often called upon to rule
whether or not a particular act is justified by
the terms of the grant of power; the fear of
being ultra vires, that is, outside the bounds
of legally granted authority, haunts most local
administrators.

In England and Wales local government is
everywhere carried on by one form of political
machinery: a board or council of members
having charge of specific branches of admin-
istration over a definite area. Except in the
larger cities this governing body is unpaid,
and is composed of elected citizens who ap-
point, supervise and direct a staff of salaried
professional officers (the “municipal civil serv-
ice”) by whom the actual functions of govern-
ment are performed. There are seven types
of local councils in England and Wales:

62 County Councils
83 County Borough Councils
309 Borough Councils
28 Metropoiitan Borough Councils
and one City of London Corpo-
ration
572 Urban District Councils
475 Rural District Councils and
about 7,000 Parish Councils.

In the larger towns and cities outside London,
local government is in the hands of a single
authority, the County Borough Council. In
smaller towns the work is divided between the
County Council, which looks after education,
local health services, police, and a few other
county-wide affairs, and the Borough or Urban
District Council, which is responsible for the
remainder. In rural areas the work is divided
between the County Council, the Rural Dis-
trict Councils, and the Councils (or Meetings)
of Parishes.

London is unique among English cities in its
complicated system of government. A con-
siderable area of Greater London constitutes
a county, of which the governing authority is
the famous London County Council, which be-
cause of its vast responsibilities is second only
to Parliament in importance. It consists of
124 Councillors, elected every three years, with
20 co-opted aldermen who retain their seats
for six years.* The Council has jurisdiction
over some 117 square miles, populated by
3,131,600 people. Its annual receipts and ex-
penditures exceed £45 million. Among its
manifold responsibilities are education, social
welfare, public health, housing, town plan-
ning, parks and open spaces, licensing of
motor cars, and public entertainments.

Functioning alongside the LCC are twenty-
eight Metropolitan Borough Councils and the
ancient Corporation of the City of London.
The borough councils independently adminis-
ter such matters as libraries, markets, street
lighting and paving, local sanitation, and the
collection of mumnicipal taxes; in short the
more localized and detailed aspects of govern-
ment. Other important services are admin-

. istered independently of either the LCC or

the boroughs; these include harbor transport,
water, domestic lighting (with some excep-

* The present distribution of seats is: among the
Councillors, 64 Labor, 64 Conservative, 1 Liberal;
among the Aldermen: 16 Labor and 5 Conservative.
The elections of 7 April 1949, which resulted in this
distribution of Councillors, registered a noteworthy
swing towards Conservatism. For long the LCC was
predominantly Laborite in complexion, even during
days when the national government was Conserva-
tive. Next to the Trades Unions it formed the prin-
cipal training-ground for Labor Ministers; Herbert
Morrison is its most outstanding product.
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tions), and fire and police service. The water
supply for the whole metropolitan area, ex-
tending far beyond the county area, is in the
hands of the Metropolitan Water Board. The
port and river are in the hands of the Port
of London Authority.

For the most part local government is
financed by property taxes called rates. These
are insufficient in many places, and provisions
have long been in effect for grants-in-aid from
the national treasury to raise the standard of
services in poorer communities; the present
Labor Government has been particularly con-
cerned in this regard. Upon applying for
grants-in-aid from the Treasury a local au-
thority must agree to comply with such con-
ditions as may be attached to the grant by
the Treasury, Home Office, or Ministry of Edu-
cation, Agriculture, or Health. One of these
conditions is a system of inspection whereby
the central office makes sure that the specifi-
cations are met. In this respect an increasing
centralization of authority is taking place,
which arouses some concern in the minds of
those who consider that the free institutions
of the kingdom have from time immemorial
been understood to stem from the independ-
ence and health of local institutions.

There is general agreement that the struc-
ture of local government has failed to keep
pace with the social changes of the past thirty
years (the last thorough overhaul having
been sixty-two years ago) and that a com-
prehensive reform is now overdue. The exact
nature of such reform is the subject of con-
troversy.

4. Principal Political Parties and Current Issues.

Since the seventeenth century the history
of British politics has been typified in the con-
tests between two, and usually not more than
two, opposing parties; first, Cavaliers and
Roundheads, then Whigs and Tories, later
Liberals and Conservatives, and at the pres-
ent time Laborites and Conservatives. The
gulf between parties has never inmodern times
been so wide and deep as to make parliamen-
tary government impossible. It is indispen-
sable for the successful working of British
democratic institutions that this should be so,
and that one party always be able to succeed
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the other in office without involving a revo-
lution.

Not until 1870 was the first national party
organization set up, directed toward the goal
of winning elections by getting out votes; this
was done by the Liberals, and was denounced
as a vulgar American intrusion upon the re-
spectable course of British affairs. The Labor
Party, which dates only from about 1900, has
from its early days maintained a well-disci-
plined following. The Conservatives were in
the late nineteenth century obliged to organ-
ize their members in order to counter the suc-
cess of the Liberals in this regard, but it is
probable that they have done nearly as much
in the past two years to achieve discipline and
solidarity in their ranks as they have done in
this regard for the past two centuries.

Along with the essential self-interest and
mere factionalism of parties during much of
their history there has been a thread of con-
tinuity in the intellectual and social attitude
of the two groups. The Conservative Party
traces a tenuous ancestry from the Cavaliers,
who were distinguished above all by their
loyalty to the lost cause of the Stuarts; a per-
sonal loyalty which often paid little heed to
the dictates of common sense. When toward
the end of the seventeenth century this party
came to be called Tory, it continued to be
known for devotion to the cause of the Estab-
lished Church and the monarchy; the latter
required a painful shift of loyalty during the
eighteenth century from the Stuart to the
Hanoverian family. It was the Tory squire-
archy which stood behind King George III in
his quarrel with Parliament and with the
American colonies, which supported the long
and exhausting war against the French Revo-
lution and Napoleon, which tried after 1815 to
continue the old established order, and which
finally, during the 1830’s and 1840’s, watched
its world crash round about it. On the one
hand came the first Reform Bill, which began
the process of admitting the middle classes to
a share in politics. On the other came the
worst blow of all: the conversion of one wing
of the Tories themselves, led by Sir Robert
Peel and W. E. Gladstone, to a policy of giving
up the ancient protective tariff on agricultural
products and subordinating the interest of the
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English farmer to that of the English manu-
facturer. The party was torn in shreds by
this controversy; it was reconstructed by Ben-
jamin Disraeli under the name Conservative,
while Peel and Gladstone organized what in a
decade or so became the Liberal Party.

Under the skillful hand of Disraeli the aris-
tocratic virtues of Toryism were transmuted
into something appropriate for the nineteenth
century. Confronted with the appalling so-
cial conditions of the Industrial Revolution
the Conservatives discovered a paternalistic
regard for the more unfortunate sections of
the British community, and the squirearchy to
some degree allied itself with the downtrodden
workers against the businessmen and manu-
facturers who dominated the scene. Thus the
factory acts and other legislation seeking
to shorten hours of labor and improve the
condition of workers were in large part writ-
ten by the Conservatives and forced through
by them against bitter opposition. To help
his followers swallow this domestic policy Dis-
raeli diverted them with the glories of Empire,
which he revived after a period in which the
British had almost come to the point of vol-
untarily resigning their overseas possessions.
He made Queen Victoria Empress of India,
and presented all his countrymen with a glit-
tering imperial display, which to some degree
recompensed Conservatives for the loss of
their old aristocratic supremacy.

In the twentieth century the Conservatives
received into their ranks many wealthy busi-
nessmen from the declining Liberal Party, and
did so the more easily because businessmen
themselves had somewhat recovered from the
initial intoxication of laisser faire. But the
Conservatives retained, as they still retain to-
day, a conviction that they had a peculiar
right and duty of governing, that they did it
more effectively than any other group, that
they were intellectually and practically so su-
perior to other classes that they could and
would do what was best for the workingman,
and do it better than he could for hiinself.,
Such claims would have been stronger but for
the Conservative Governments’ record between
the wars, when Britain was in many respects
outwardly prosperous and secure, but when its
unemployed workers were maintained in vast

S

numbers on a dole, and the economy was so
adjusted as to admit little possibility of their
ever again taking a productive place in the
system. Even in the realm of foreign policy,
where the Conservatives considered themselves
uniquely competent, their record of appease-
ment after 1935 looked bad in the light of its
consequences. :

The Liberal Party, like the Conservative,
traces its spiritual history in a long and du-
bious pedigree from the seventeenth century
to the present day. The Liberals count their
descent from the Roundheads, who rebelled
against the Stuart kings and despised the idea
of absolutism. When this faction became a
party it was called Whig, and it soon came to
include the greatest and wealthiest and most
intelligent of the aristocrats, together with the
merchants and city foik who rose to weaith in
the days of the Old British Empire. . Whigs
opposed the policy of George III toward the
Americans and were eventually responsible for
ending the war with a generous peace. They
opposed the struggle against the French Rev-
olution; above all they opposed the reactionary
policies of the old Tory Party in the campaign
after 1815 to retain the old order. It was the
Whigs who put through the first Reform Bill
in 1832. Shortly afterwards they were so pow-
erfully fertilized by the seceding Tories under
Peel and Gladstone, and by the new interest-
group of free-traders and industrialists, that
they lost their old Whiggish character and

took the new party name of Liberal. In the -

early nineteenth century the more radical
doctrines were those of the free-traders and
the apostles of laisser faire: these doctrines
were espoused by the Liberal Party despite
the appalling cost in human suffering which
the Industrial Revolution exacted. The same
party was responsible also for many admirable
reforms; for widening the franchise, the in-
troduction of voting by ballot, the extension
of free public education, the disestablishing
of the English Church in Ireland, and the com-
plete reorganization of the judiciary, to name
a few of the most conspicuous-examples.

By adopting a policy of Home Rule for Ire-
land Gladstone split the Liberal Party in the
1880’s and drove many of his followers into the
Conservative camp. In the twentieth century
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the Liberal championship of laisser faire de-
clined, but that of free trade continued stead-
fast even while Britain met increasing compe-
tition from other rising industrial nations.
This drove many British manufacturers into
the Conservative Party. The last great age
of the Liberal Party was in 1906-1914, when
under H. H. Asquith, David Lloyd George, and
Winston Churchill a series of reforms were put
through, including the famous reform of the
House of Lords, and the extensive beginnings
of social insurance, which was paid for by a
new program of taxation bearing heavily upon
landowners.

The crises of the first World War, the rise
of the Labor Party, and (as some said) the
postwar mistakes of Lloyd George as Party
leader, caused the Liberals to go into decline
after 1918. When the wartime coalition was
dissolved in 1922 the Conservatives formed the
new government, for by that time they greatly
outnumbered the Liberals under whose ad-
ministration the war had begun. Never af-
terwards did the Liberals win a general elec-
tion, though in 1923 and again in 1929 it was
only with their support that Labor was able
to take office. Since 1945 valiant attempts
have been made by the Conservatives to per-
suade the Liberal Party to extinguish itself,
in order that all those opposed to socialism
might make common cause together. But
the small and sthunch remainder of Liberals

refuse. They regard themselves as the guard-

ians of individual liberty, not only against
the inroads of socialism but also against the
cartels, the trade associations, and the pater-
nalism of the Conservatives. They insist on

their mission as a mean between the extremes °

of the two major parties, but there is virtu-
ally no prospect of an early political come-
back by the Liberal Party.

The Labor Party received that name in
1905; as an organization to elect members of
Parliament it dates from 1900, when a num-
ber of groups joined to form the Labor Repre-
sentation Committee, dedicated to the task of
electing men to Parliament who represented
the interests of the workers. The organiza-
tions forming this Committee were the Fabian
Society, the Social Democratic Federation,
the Trades Union Congress, and the Independ-
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ent Labor Party, and the nature of these
groups throws light upon the principles and
the problems of the Labor Party itself. The
Fabian Society was a group of intellectuals
originally formed in 1883, and including some
of the most famous people in modern British
letters, such as G. B. Shaw, H. G. Wells, Sidney
and Beatrice Webb, Graham Wallas, and Sid-
ney Olivier. The Society became the princi-
pal policy-forming agency for the labor move-
ment; its doctrine called for gradual evolu-
tion towards socialism. On the other hand
the representatives of the Trades Union Con-
gress, that is of the workers themselves, were
not much interested in theoretical principles,
were certainly not socialists, and tended to
distrust intellectuals. The workers wanted to
campaign for higher wages, shorter hours,
and the usual other amenities. The intellec-
tuals believed in socialism, a broad movement
embracing within its scope all the problems
and necessities of modern government. To
unite the weight and numbers of the workers
represented in the Trades Union Congress
with the intelligence and perspective of the
Fabian Society was a difficult task; the effort
was on the whole successful but frictions oc-
cur even to the present day. In 1918 the
decision was made: the Labor Party Confer-
ence adopted a manifesto Labor and the New
Social Order, drafted mainly by Sidney Webb.
This definitely committed the party to a pro-
gram of evolutionary Socialism.

In one of its aspects British socialism is
nearly as old as the British state. When Wil-
liam the Conqueror announced that military
service was to be rendered only to him, and
not in pursuit of private warfare, or when
the twelfth century kings nationalized the
administration of justice, they were in the
early stages of a process of evolution which
has produced the nationalized health service,
and the transfer of the coal mines to state
ownership. The early Stuarts failed in their
attempt to set up a benevolent absolutism,
but the mercantilists of the seventeenth and
eighteenth centuries succeeded in establish-
ing a policy of state interference in economic
affairs for what was considered to be the na-
tional interest. The Conservative Party in
the nineteenth century exhibited a paternal-
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istic interest in the unhappy fate of industrial
workers, and passed legislation to protect
them. All these various groups and authori-
ties had long familiarized the British with the
idea of state participation in various sorts of
human activity, and especially with state
regulation of economic affairs.

The other and more important side of Brit-
ish Socialism, however, derives not from mon-
archs, aristocrats and humanitarians but
from Roundheads, Whigs, reformers, and to a
lesser degree from Karl Marx. This is that
part of the doctrine which sternly rejects all
traces of paternalism, and holds that progress
must be not only towards economic prosperity
for all, but also towards the freedom of the
masses to control the material conditions on
which their livelihood and well-being depend.
The Labor Party rejects the Communist goals
of violent revolution, total public ownership,
and the dictatorship of the proletariat. It
believes in private property up to the point at
which the claims of private property conflict
with those of public interest. It believes in
planned production and in public ownership
of industry where such public ownership ap-
pears necessary for the public good, although
it has not yet marked out the border between
public and private ownership. It believes in
the lessening of class distinctions and differ-
ences in individual income by equalitarian so-
cial and financial reform measures, to the
point where the democratic control of mate-
rial conditions by the mass of the population
can become reality. The Party thus draws
upon both Socialist philosophy and demo-
cratic tradition.

The Labor Party sent 29 members to Par-
liament in 1906; in 1923 it elected 191 mem-
bers and stood second to the Conservative
Party. In January 1924, with the support of
Liberal votes, it took office for a short-lived
experiment as a government; after nine
months it requested a dissolution and was de-
feated in the ensuing election. From 1929 to
1931 .the Labor Party again formed the gov-
ernment, and again with less than a majority.
This time it had to face the full weight of a
financial crisis. In the late summer of 1931
part of the Cabinet refused to accept the ne-
cessity of cutting social welfare benefits and

S

otherwise impeding the party program for the
sake of financial solvency, but the Prime Min-
ister, Ramsay Macdonald, and.a few of his
colleagues bowed to what they felt was inevi-
table. In a dramatic crisis the government
resigned, and the King asked Macdonald to
form a coalition with the Conservatives to
save the country from ruin. Macdonald did
so. His “surrender” to the forces of high
finance, however, shook the Labor Party to its
foundations, and engendered bitterness that
has not even yet died away. It also led to
an uneasy government, with the Conservative
influence rapidly increasing and that of La-
bor gradually becoming non-existent, until
in 1935 a new election was held and the Con-
servatives under Stanley Baldwin formed
their own government.

The Labor Party, unlike the others, main-
tains a fairly strict political discipline over its
members, and leaves only limited freedom to
its parliamentary contingent. A Party Con-
ference is held annually, attended by dele-
gates from the Trade Unions, the Socialist and
Cooperative Societies, the various constitu-
ency parties, and the county federations.
This Conference is ostensibly the final policy-
making body for the Party; unlike the Con-
servative Conference, its decisions are in-
tended to direct the activities of the Parlia-
mentary members. Needless to say the mem-
bers of the Labor Government have a great
deal of influence in forming the decisions of
the Party Conference, but they cannot always
control them. It still is argued by political
opponents that a Labor Cabinet must feel it-
self obligated to translate into British Govern-
ment policy even those edicts of the Labor
Party Conference with which the Cabinet
members themselves may be in some disagree-
ment, or which may appear politically inad-
visable when the moment comes for their im-
plementation. The Labor leaders themselves,
however, maintain in correctness that as a
government they are responsible to the House
of Commons, and not to the Labor Party Con-
ference.

The Annual Conference elects a National
Executive Committee which is, between con-
ferences, the administrative authority of the
Party. Of this Committee, twelve members
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are chosen by the Trades Unions, one by the
Cooperative and Socialist Societies, seven by
constituency parties and federations, and five
-women are chosen by all the Conference dele-
gates. In addition, the Parliamentary Party

leader and Secretary belong to the Committee .

er officio. The proportions of members on
this Committee indicate the relative impor-
tance of the constituent parts of the Labor
Party; especially they show the overwhelming
importance of the trades unions, which natu-
rally furnish the bulk of the votes and finan-
cial support by which Labor members are
elected to Parliament. The chief political
problem of Labor is to educate trades union-
ists in the requirements of national policy
apart from those peculiar to their own inter-
est group. In the past two years this educa-
tion has made rapid progress.

By comparison with the ‘“gradualism” of

the Fabian Society’s socialistic doctrine and

its belief in constitutional procedures, the
revolutionary and ‘“scientific” socialism of
Karl Marx has made little headway in Brit-
ain. It is true that one of the constituent
groups of the original Labor Party was the
Social Democratic Federation, which was a
Marxist organization of a type that nowadays
would be called Communist. It won few ad-
herents, however, as British socialism took a
different trend. The modern Communist
Party was organized in 1921, and in 1945 re-
turned two members to Parliament, polling
an all-time high of 102,780 votes. In March
1948, it claimed a membership of 42,500, al-
though it is believed that the number is actu-
ally smaller by several thousands. Commu-
nist influence on the country at large is negli-
gible, though there is a well-run newspaper,
and the usual devoted and hardworking core
of members obedient to the political direction
of the Kremlin. The Labor Party refused to
receive Communists into a United Front;
nevertheless the Communists in 1945 began
by refraining from attacks upon the Labor
Government. From this they have gradually
passed to open hostility, particularly since
the government commenced its active cooper-
ation in the European Recovery Program.
The Communists now call for obstruction to
the furtherance of ERP in every practicable
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way and they attempt to undermine the La-
bor Party’s drive for higher productivity and
fiscal stability. Though Communists have
gained office and influence in a few important
trade unions, their success as obstructionists
has not been appreciable, and is not expected
to grow. The Labor Party has in fact opened
a counterattack, and is persuading trade
unionists to relieve Communists of whatever
significant position in the movement they may
hold. Ministers are not worried about the
capabilities of Communists or fellow-travel-
lers in the civil services, but quiet investiga-
tions have been made, and a very few indi-
viduals transferred from positions where they
might constitute a security risk.

In July 1945 was held the first general elec-
tion since the Conservative victory in 1935.
As the immediate result of the shock of the
Norwegian fiasco, Neville Chamberlain had in
May 1940 been succeeded as Prime Minister
by Winston Churchill, who formed a Cabinet
including representatives of the Labor and
Liberal Parties. The remainder of the Euro-
pean war was waged by this coalition govern-
ment, though Mr. Churchill dominated to a
degree scarcely known in any previous Prime
Minister. In the spring of 1945 the Labor
Party grew increasingly restive in such close
association with Conservatives, and soon af-
ter VE-Day they left the Cabinet, Churchill
forming a “caretaker” government and an-
nouncing that a general election would be
held in July. The election resulted in a re-
sounding defeat for the Conservatives. Out
of some 25 million votes cast, the Conserva-
tives (including the Nationals and Liberal Na-
tionals) received 9,568,355, the Liberals
2,239,688, and Labor (including the Inde-
pendent Labor and Commonwealth Parties)
12,149,605. For the first time Labor took of-
fice with a clear and imposing majority of 397
Parliamentary seats out of 640, independent
of support from any but its own members.
Nearly one-third of its Parliamentarians were
members of trade unions.

Such an outcome was rather unexpected.
There had of course been no general election
for ten years, for Parliament had prolonged
its life during the war; furthermore, wartime
by-elections held to fill vacant seats were by
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agreement between the parties uncontested;
a new member was chosen from the same
party which had previously held the seat.
Hence the ordinary indications of political cli-
mate had not been easily observable, and in
the abnormal conditions of the war forecast-
ing was difficult. Yet when the result became
known it was explained without difficulty and
without much disagreement, and it was inter-~
preted more as a vote against the Conserva-
tives than as a vote for Labor. The vote, how-
ever, reflected the very widespread desire for
greater personal security and improved social
conditions, and the fear of a return to a pre-
war type of private-enterprise society involv-
ing chronic unemployment and social injus-
tice. The political record of the Conserva-
tive governments between the wars, both in
its domestic and foreign aspects, became in-
tolerable to many voters when they had lived
through its consequences. Churchill’s enor-
mous popularity and prestige had been ex-
pected to outweigh the well-known disaffec-
tion for his party, but the English people had
watched Churchill for forty years. Much as
they admired him for his conduct of the war,
and truly grateful as they were to him for his
leadership, many of them persistently dis-
trusted him as a normal peacetime political
leader.

The most significant aspect of the election,
however, was that the relatively small num-
ber of popular votes by which the Labor Party
won its margin was agreed to have been cast
by “unorganized” persons of the middle class:
professional men, teachers, ‘black-coated”
workers, and in general by people who for the
most part were neither convinced Socialists
nor members of trade unions with a proprie-
tary interest in the Labor Party. This “float-
ing” vote appears to have been constituted
from some of the most stable and intelligent
elements of British society, and its probable
behavior in the next general election, after
four or five years of Laborite rule, is the most
interesting speculation in domestic British
politics. The number of convinced and un-
changeable Labor and Conservative (plus
Liberal) voters is generally agreed to be about
equal, and therefore the coming election will
again be decided by this intelligent middle

group of voters, who will make their decision
according to individual conviction and not
as members of factions or blocs whose leaders
may have been won over by political promises.

5. Other Politically Influential Groups.
a. The Trades Union Congress.

The Trades Union Congress (TUC), founded
in 1868, is a voluntary association of trade
unions which is empowered to act as the coor-
dinator in furthering labor unity. The first
Assembly was attended by thirty-four dele-
gates representing fewer than 120,000 mem-
bers belonging to trade councils, federations
of trades and trade societies generally. Today
total trade union membership numbers about
9 million, of whom nearly 8% million are in
the 190 unions affiliated to the TUC. Person-
nel of the TUC, which meets annually, are
delegates of affiliated trade unions and must
be either working at their trade or holding
full-time office in their trade union organiza-
tion. The size and voting power of each dele-
gation is proportionate to the membership of
the union it represents. There is one delegate
for every 5,000 members and one vote for every
1,000 members. Since the TUC is a delibera-
tive body, it has no executive functions and
very little power to commit affiliated unions to
any action. Its resolutions are not binding
upon the unions, which are completely autono-
mous. However, its deliberations and resolu-
tions have great importance and influence.
They form the basis on which the TUC Gen-
eral Council, an executive and coordinating
body elected annually by the Congress, is able
to frame a unified policy for the whole trade
union movement. The General Council con-
sists of thirty-three members. Its General
Secretary is himself an elected officer and is
responsible to the Congress for the efficiency
of the headquarters organization. The Gen-
eral Council sets up a number of standing
committees at the beginning of each Congress
year including one that exercises fact-finding
and judicial powers in dealing with disputes
between unions; others are concerned with
economic research problems, international af-
fairs, and public welfare. Representatives of
the General Council also sit on several Na-
tional Advisory Councils along with represent-
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atives of the industries or occupations con-
cerned.

The unions have been the strongest single
for¢e in the growth of the Labor Party. The
TUC speaks for organized labor, which pro-

vides the bulk of the finance and represents

about five-sixths of the voting membership of
the Labor Party. The General Council is
continuously consulted regarding all legisla-
tive measures and important policies pro-
posed by the Labor Government and its recom-
mendations have an important influence on
the positions taken by the government. It
cannot be said that either the Labor Party
or the TUC exerts dominant control over the
other. One indication of this from the TUC
point of view is the decline of trade union
members among the Labor members of Parlia-
ment from 86 percent in 1918 to 30 percent in
1945. Most Government and Labor Party ac-
tion is the result of agreement or compromise
between the TUC General Council and Labor
Party leaders.

The British trade union movement is essen-
tially moderate, conservative, nationalistic,
and relatively mature in outlook. There is a
considerable element within the TUC, particu-
larly its officers, which realizes that if the
trade union movement is to retain its present
powerful political position in the United King-
dom, if the Labor Party is to continue to hold
the confidence of the country, and if the TUC
is toremain a leader of the international labor
movement, it must wean the labor rank-and-
file away from their traditional preoccupation
with the employer-employee struggle and pro-
mote a sense of responsibility for the national
good. The leaders have been acting to this
end for some time now, with moderately en-
couraging results.

Traditionally tolerant of Communists and
impressed by a romantic picture of the Rus-
sian revolution, and more recently imbued
with a sense of comradeship flowing from the
common cause in World War II, the trade
union movement has only become anti-Soviet
and anti-Communist during the past year or
two. Thisattitude has resulted from three in-
fluences: a realization of the expansionist and
totalitarian nature of Soviet Communism; the
increasingly transparent goal of British Com-
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munists to undermine the Labor Government
and ultimately the United Kingdom; and the
educational campaign of the union leaders
and the Labor Party to convince the rank-
and-file of the facts about Communism and
the USSR. Communists in the labor move-
ment have never had great influence over or-
ganized labor but they have had a persistent
nuisance value. This limited capability has
steadily declined over the past two years.
TUC pressure on unions to eliminate Com-
munist officers has been moderately success-
ful and is expected to continue so. Although
Communists still hold on to leading positions
in several unions, they are effectively re-
strained by the fear of repudiation from using
theirinfluence for political ends and they must
act with great caution even on economic
issues.

The TUC was the moving force in the estab-
lishment after World War II of the World
Federation of Trade Unions. Having recently
withdrawn from that body after failing to pre-
vent its exploitation by the USSR for political
ends, the TUC is expected to be a moving
force, together with US labor, in the organi-
zation of a new non-Communist international
labor organization. The TUC is also the
major influence in the OEEC’s Trade Union
Advisory Committee, and has long been re-
garded as a leader by non-Communist national
labor organizations in Europe.

b. The Co-operative Union.

The Co-operative Union, established in 1844,
is an association of societies in the co-operative
movement. The Union, whose current mem-
bership numbers about nine million, is en-
tirely voluntary and has no legal compulsions,
financial obligations, or supervisory control.
Individual co-operative societies enjoy com-
plete autonomy. The function of the Union
is to promote, defend, and extend cooperation
as a national service. Its Central Board,
elected through constituent societies, guides
the policy of the movement—not only its trad-
ing and economic policy, but also its social,
educational, and political outlook—subject
always to the Co-operative Congress, the an-
nual delegate gathering. It has its own Par-
liamentary committee and secures direct rep-
resentation in Parliament through one of
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its auxiliary organizations, the Co-operative
Party, and coordinates its election activities
with the Labor Party. The Union would ex-
pect to be represented in any Labor Govern-
ment, and is in the present Cabinet by A. V.
Alexander, Minister of Defense.

The Labor Party, the Trades Union Con-
gress and the Co-operative Union are the con-
stituent parts of the National Council of
Labor. It was established in 1921 to consider
generally all questions affecting the labor and
co-operative movements as a whole and to pro-
mote joint action, whether by legislation or
otherwise, on all questions affecting the work-
ers as producers, consumers, and citizens.
Each of the three bodies is represented on the
National Council by its chairman and six other
members and the secretaries of the three act
as Joint Secretaries oi the Council. Contact
between the Council and the Labor Govern-
ment is maintained through a Liaison Com-
mittee, established in 1945, consisting of the
Chairman and Secretaries of the three organi-
zations, together with two members of the
government, one of whom is the Chief Whip.

6. The Present Political Situation.

The ultimate purpose of the Labor Party has
been declared to be “the establishment of a
Socialist Commonwealth of Great Britain—
free, democratic, efficient, progressive, public-
spirited, and its material resources organized
in the service of the British people.”

Since their formation of a government in
July 1945, with a clear mandate to deal with
national problems in their promised fashion of
limited socialism, the Laborites have carried
into law in all its main points, and in some
respects have exceeded, the Beveridge Report
endorsed in 1943 by the coalition government.
This has involved a new and liberalized Educa-
tion Act, extended Social Insurance, and a
system of socialized medicine which in effect
completely cares for all medical and dental
requirements of the entire population. They
have placed the Bank of England, the British
airways, the cable and wireless services, coal,
electricity, gas, and the entire internal trans-
portation system under government owner-
ship. The bill for nationalizing the iron and
steel industry, most controversial of all these

proposals, has been introduced, and will be-
come law early in 1950 unless a prior General
Election should result in a Conservative vic-
tory. Mainly in order to assure the passage
of this act, a bill further limiting the delaying
powers of the House of Lords has been started
toward passage, and will become law also in
1949. A series of measures has taken Britain
a long step in the direction of economic and
social equalitarianism.

These acts constitute the principal achieve-
ment of the Labor Party in domestic affairs,
considered as part of the long-range policy of
the Party. Along with them has gone per-
force a drastic system of administrative con-
trol of the British economy, not so much for
reasons of principle as in order to meet the
necessities of the postwar financial crisis. The
continuation of wartime rationing, the strin-
gent control and allocation of imports, the
drive to increase exports, the whole program
of “austerity,” ‘are measures of emergency and
only incidentally - measures of “Socialism.”
These restrictions havebeen administered with
great fairness to all classes. But they weigh
heavily, and have been used by political op-
ponents to attack the government, which in
turn has had to work hard explaining that
austerity is an unavoidable misery, whatever
government is in office. On the whole, the
public seems to realize the truth of this, and
no responsible Conservative promises that his
party, if elected, could forthwith restore
comfort and plenty.

In carrying out its policies the Labor Party
has experienced stoutly held differences of
opinion within its own ranks. The Party, and
more particularly the government, is divided
roughly into left and right wings, and the ex-
hausting task of the Prime Minister has been
to harmonize the dissident elements of his
Cabinet, which contains probably a greater
number of men of strong personality and deep
conviction than any British Cabinet since
1911. Theright wing, represented by Herbert
Morrison, Ernest Bevin, and at least in fiscal
practices, Sir Stafford Cripps, emphasizes
social security, increased production, defla-
tionary financial policy and very close relations
with the United States. The left wing, repre-
sented by Aneurin Bevan, Emanuel Shinwell,
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and Hugh Dalton, favors the nationalization
of yet more industries, a policy of low interest
rates, and the continued ample expenditure
of public funds on social projects and services
which would tend to exert an inflationary
effect upon the economy. When in late 1947
Dalton was replaced by Cripps at the Ex-
chequer, it signalized a turning of the admin-
istration toward its right wing as regards fi-
nancial policy, with a consequent increase in
austerity and a gradual improvement in the
fiscal situation. But the controversial bill
for nationalizing iron and steel was neverthe-
less introduced and appears to have been the
price demanded by the left wing as the alter-
native to their desertion of the government.

In foreign policy the disagreement between
right and left wings of the Party, particularly
over relations with the US and the USSR,
has usually been more evident than over
domestic matters. Since Labor’s victory in
1945 the dominant right wing of the Party
has mistrusted Soviet intentions, favored an
increasingly hard line toward the USSR, and
promoted the Anglo-US entente cordiale. The
minority left wing, ideologically inimical to the
“capitalist” and “reactionary” US, felt that
the UK could take a central, neutral position
between the two major powers and achieve
equally friendly relations with the USSR as
with the US. This dissident group mustered
its greatest strength, about one-quarter of the
Labor members of Commons, during a Parlia-
mentary debate in November 1946 on the issue
of British policy toward the USSR. The size of
this group has steadily diminished since that
time, although for the succeeding six months
or so Foreign Secretary Bevin had to be ex-
ceedingly careful not to provide the “rebels”
with new ammunition regarding his pro-US,
anti-USSR attitude. The advent of the Mar-
shall Plan, Soviet hostility to democratic So-
cialism everywhere and, finally the Soviet coup
in Czechoslovakia tempered the leftists’ anti-
US policy, largely eliminated their sympathies
for the Soviet system, and freed Bevin’s hands.
Stern discipline, extending to expulsion from
the Party, was applied to the extreme recal-
citrants. The group now numbers only twelve
to fifteen Laborite members of Parliament.
Bevin has consistently had the solid (if some-

times embarrassing) support of the Conserva-
tive Party in his policy toward the USSR, but
Labor’s 1945 electoral argument that “left un-
derstands left,” and therefore the Party could
achieve friendly relations with the USSR, has
not been realized. The prospects of a serious
Labor Party cleavage over foreign policy seem
remote. While the Party is not altogether
satisfied by its intimate connection with the
US, and the left wing will always be ready to
re-form and protest if the principles of social-
ism should be endangered by excessive US in-
fluence, the proximity of a general election will
tend to prevent schism.

The platform on which the Labor Party will
campaign in the coming General Election will

-be based upon a policy statement drafted by

the National Executive Committee during
April 1949. This statement was submitted to
constituent organizations for discussion and

" study, came up before the full Party Confer-

ence in June, and was approved without major
modifications. The Committee’s draft refiects
neither a rightward nor a leftward turn; it is
a compromise between a conservative desire
to spend “the second five years” mainly in con-
solidating the reforms of the first five, and
theradical belief that the momentum of social-
ization should be maintained. The statement
emphasizes the consolidation of the reform al-
ready accomplished, but six fields of enter-
prise are newly marked for nationalization;
sugar manufacture and refining, “suitable”
mineral deposits, cement manufacture, private
and municipal water companies, meat whole-
saling and cold storage facilities, and indus-
trial insurance companies. These have far
less economic importance than the eight in-
dustries nationalized during Labor’s first term.
The shipbuilding and chemical industries are
to be watched, and it is proposed that the gov-
ernment be permitted to nationalize at least
parts of these if it should seem necessary for
the national interest. To safeguard agricul-
tural production the need for acquiring large
estates that are in danger of being divided into
uneconomic units is stressed. The govern-
ment may also, for the purpose of furthering
competition, buy businesses which are offered
for sale, and compete with private enterprises.
More housing, town planning, educational fa-
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cilities and holiday centers are promised the
people. But although social welfare measures
are underlined, the statement indicates that
their expansion depends on increasing the
economic productivity of the nation.

For all the concessions which this program
makes to the more theoretical Socialists, and
its promises to the general body of constitu-
ents, the fiscally orthodox and painfully aus-
tere economic measures of the Party were
clearly presented in Sir Stafford Cripps’ budget
for the year 1949-1950. No taxes were reduced
save for a penny taken off the pint of beer.
Food subsidies were to be pegged in such a way
that the cost of living would immediately ad-
vance. Business enterprises were to get
slightly more generous treatment with respect
to the proportion of profits which they might
put aside for capital development. Expendi-
tures for social welfare services and the like,
said Cripps, could not be much further in-
creased without large increases in revenue.
Thus the outlines of Labor’s economic policy
were seen to be still directed towards a con-
quest of inflationary tendencies, an increase of
exports, and a keeping of imports to a mini-
mum. Such a program must depend for an
appeal to the voters upon its remarkable
honesty, for it certainly offers them no bribes
or delusions. The problem will be for Labor-
ite leaders to maintain such a policy during
the coming year against the pressure of rank-
and-file opinion, and to do so without sacri-
ficing their chances in the coming election.

The Conservatives hope to gain the votes
of .those who are “tired of Socialist misrule.”
Their leaders have taken a “practical” political
view, that no government which has been in
power during the five frustrating, austere,
postwar years can hope to be returned by the
grateful citizenry. Hence the Conservatives
for long scarcely thought it needful to draft
a detailed policy of their own. In their cus-
tomary fashion they indicated that they would
organize the economic battle with greater com-
petence than their opponents have shown—
this is their major argument—and they hinted
that the United States might be more generous
to a non-Socialist regime. They promise that
if elected they will reverse the nationalization
of steel, and probably also of road haulage.

They have issued three manifestos: an “Agri'-
cultural Charter,” an “Industrial Charter,”
and an “Imperial Charter,” which set forth
in general terms their beliefs; finally they pro-
duced in July 1949 a pamphlet entitled “The
Right Road for Britain.” The Conservatives
do not promise any headlong retreat from the
principles and practices of the “welfare state”;
if they should be elected there would be no
revolutionary change, but certainly a shift in
emphasis. The most remarkable effort of the
Conservative Party has not been in enunciat-
ing policy, but in reorganizing and refinancing
the party. Under the direction of Lord Wool-
ton party membership has jumped from less
than one million to some two and a half million
(the Labor Party counts over five million),
and at least two million pounds have been
raised from voluntary contributions.

Neither party can look forward to the com-
ing election with assurance of victory. Many
competent observers believe that Labor will
win again, but with a much reduced majority.
This prediction is based mainly on the lack of
a clear, positive, and inspiring Conservative
policy; on the persistent public suspicion of
the Party as representing the worst aspects of
the old order; and on the assumption that the
incumbent Labor Government will be able
to select the election date most favorable to
its return. On the other hand, it cannot be
denied that the vastly increased effectiveness
of the Conservative Party organization must
show results in getting out the votes, while

the dreariness of life under austerity cannot:

fail to be reflected in a lack of enthusiasm for
the government in office. Recent local elec-
tions show a definite trend towards the Con-
servatives, but it is not yet pronounced enough
to make predictions certain.

One important fact about the situation is
that political evolution has continued in the
traditional British fashion; the Conservative
Party has adjusted itself to all but the most
recent accomplishments of its opponents, and
it could take office without producing any-
thing even approaching a revolution. Stoutly
as the Conservatives denounce socialism, they
would certainly not denationalize coal, nor the
Bank, nor the medical services, nor the utili-
ties, nor probably the transport services (ex-
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cept road haulage) ; only steel have they prom-
ised to retain under private ownership.
Grumble as they may against government con-
trols, they have failed to point out which ones
they are prepared to eliminate. This omission
weakens their arguments. But they repeat-
edly emphasize that they could manage better,
more efficiently, and thus eliminate the waste
motion and reduce the red tape involved in
the complex domestic workings of the govern-
ment. More recently they have begun to take
issue with the government’s foreign policy, not
on its general principles and aims but on its
implementation. On certain questions the
government has exposed itself to charges of
clumsy handling. Asthe election approaches,
the Conservatives will be alert to make the
most of such openings, and the management
of foreign policy may take an important place
beside the management of government in gen-
eral in the Conservative electoral arsenal.

No doubt, if the Conservatives should win
the next election, there would be a change of
emphasis and of feeling in the government.

The great problem would be whether British ,

working classes would give the support with-
out which no program of increased exports
and disinflation can hope to succeed. It is
possible that they might more frequently yield
to a temptation to strike for higher wages
and more amenities, yet the workers, and par-
ticularly their leadership, have a relatively
mature outlook, and it seems probable that
they would act, by and large, in the national
interest. It is conceivable therefore that the
workers’ hostility to a Conservative Govern-

ment would not be reflected in any substan-
tial reduction of productive effort. It is likely,
nevertheless, that labor would tend to look
on whatever a Conservative Government told
them as propaganda designed to exploit the
poor; that labor leaders would be little inclined
to support any policies increasing workers’
hardships or failing to take account of workers’

" wants, and in any event would be less able to

convince the rank-and-file of the necessity for
such policies; and that in consequence labor
would become increasingly restive. There can
be little doubt that labor stability, remarkably
high under the Labor Government, would de-
teriorate to some extent. It might deteriorate
sufficiently to retard seriously Britain’s prog-
ress toward economic recovery.

Thus the British still continue in politics
to maintain two parties, which, though doc-
trinally hostile to each other, nevertheless are
in practice close enough together so that one
may succeed the other in office without de-
stroying the basis of the state. The United
Kingdom is therefore constitutionally among
the most stable of all countries, whether or
not the outcome of the next election can be
predicted with certitude. There islittle doubt
that the natural swing in British politics will
restore the Conservative Party to power at
some stage, in 1950 or later, but the broad
pattern of economic and social planning that
now exists seems likely to remain typical for
a long time. Fundamental changes in the
trends and movements of policy would be
neither politically feasible nor economically
possible.
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CHAPTER I

ECONOMIC SITUATION

1. Growth of the Industrial Economy.

The United Kingdom has an area of about
94,000 square miles and a population num-
bering 50 million. The islands contain few
natural resources save for coal and iron ore;
nevertheless, they constitute one of the fore-
most industrial areas of the world. The na-
tional income in 1948 was equivalent to about
$39 billion. Steel production was over 15 mil-
lion tons, and coal production over 200 miilion.
Raw materials and food to sustain this econ-
omy must in large part be imported from over-
seas, and paid for by exports; the extent of
this foreign commerce is so vast as to make
the UK, except for the US, the greatest of all
trading nations. Before World War II Britain
enjoyed a standard of living (among greater
nations) second only to that of the United
States; since that time it has been engaged in
a tremendous struggle for recovery from the
economic dislocation of war. This struggle
is being condud¢ted by a moderate Socialist Gov-
ernment, under the principles of a planned
economy. Progress to the middle of 1949 was
very encouraging.

Historically the British attained this eco-
nomic eminence and high standard of living
by producing a wide variety of goods, almost
all manufactured or processed, better and more
cheaply than any other people on earth. Brit-
ish industry, inventiveness, and trade were
favored by a climate peculiarly suitable to the
development of the textile industry, by the
geographical position of the islands, by the
presence of large deposits of coal and iron ore,
by the natural skill and aptitude of workers,
and hy the early estahlishment nf a. legal sys.
tem favorable to the rights of property and vir-
tually free from the capricious interventions
of rulers. Great Britain was the first coun-
try in the world to be industrialized. It was
the first to exploit on a great scale waterpower,
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coal, and steam; the first to change from a
land of agricultural peasants to a land of in-
dustrial townspeople; the first to use the rail-
road; and the first to employ the steamship
on a gigantic scale. Britain was soon in a
position to outbid any competitor in the world
market. With undisputed mastery of the seas
as an outcome of the Napoleonic wars, Britain
was able to serve this market freely in its own
ships and to build up the foreign trade and
exchange surpluses which it enjoyed for gen-
erations. The surplus of foreign exchange
thus acquired was invested throughout the
world, and Britain became not only the world’s
principal manufacturer and trader, but the
world’s investment banker, adding to its ma-
terial prosperity by earnings from “invisible
items” of export such as shipping and finan-
cial services, as well as by the income from
overseas investments.

During the latter half of the 18th and the
first half of the 19th centuries, Britain custom-
arily exported more goods than it imported.
Since about 1875, however, trade deficits have
been customary and have been more than met
by invisible income. The United Kingdom,
relying on income from overseas investments
and other services, was able without difficulty
to achieve financial equilibrium and indeed
to show a considerable surplus up to 1931.
Thereafter, because of increased foreign com-
petition and greater self-sufficiency on the
part of overseas customers, Britain showed
small annual deficits on current account up
to the eve of World War II.

2. Postwar Economic Position.

By the end of World War II, Britain’s eco-
nomic situation had become critical. Hun-
dreds of thousands of buildings and installa-
tions had been destroyed or damaged during
the war; the total physical destruction was
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estimated at $6.8 billions. Millions of tons
of merchant shipping were lost through enemy
action. In addition, plant maintenance had
declined. Normal machinery replacement
was greatly retarded. The roads and railways
had been over-used, and needed rehabilitation.
The population was exhausted by the strain
and stress of five years of war.

Also of great importance in their impact
upon British economy were the losses of gold
and foreign investments, and the large total
of foreign liabilities incurred during the war.
Before the period of Lend-Lease the United
Kingdom was forced to liquidate a large vol-
ume of overseas investments in order to pay
for imports of war materials and essential ci-
vilian supplies. The total sale is reported as
more than the equivalent of $4.5 billion, of
which $1.7 billion was in the US and Canada;
$2.3 billion in the sterling area; and $500 mil-
lion in the rest of the world. The process is
continuing in the sales of British-owned rail-
ways in Argentina and of other British-owned
public utilities in South America, and the re-
sult of all these liquidations has been a great
reduction in the overseas investment income
which formerly was an important factor in cov-
ering the British trade deficit. Furthermore,
during the war the United Kingdom incurred
greatly increased obligations in pounds ster-
ling to various countries to pay for essential
wartime goods and services and to finance the
local currency requirements of the British
armed forces. These sterling balances, as they
are called, were estimated at the end of 1947
at about £3,675 millions ($14.7 billion), having
advanced to this figure from a prewar amount
of £250 millions.

As a result of these changes Britain, for the
first time in modern history, is no longer a
creditor country. The Second World War
has made it a net debtor. And the chief prob-
lem of the British economy is to restore the
balance of payments so that imports can be
paid for and a reasonable standard of living
- maintained without borrowing from other
countries.

When Lend-Lease was suddenly terminated
in September 1945, the prospects for British
industry, trade, and standard of living ap-

peared dark indeed. Early in 1949, however, -
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the United Kingdom had so far restored its
position as to be earning by visible and invis-
ible exports an amount roughly equivalent to
the cost of its imports valued in sterling. But
since the surpluses earned in trade with
Europe and with the sterling area could not
be converted into dollars, there remained a
considerable deficit in current trading account
with the Western Hemisphere. This deficit
was in the period from 1 July 1948 to 30 June
1949 covered by aid from the US under the
European Recovery Program (totalling $1,263
million), by drawing on the Canadian credit,
and by depleting gold and dollar reserves.
Sterling meanwhile began to be a scarce cur-
rency by comparison with all except dollars.
The volume of British exports in January 1949
rose to a high point of 162 percent of 1938,
while that of imports for 1948 as a whole was
kept at about 81 percent of 1938. The level
of British industrial production in 1948 was 20
percent over that of 1938. Agriculture at
home is providing an increased proportion of
food for the Kingdom. More than 750,000 new
houses have been built. The merchant marine
has more than regained its prewar tonnage.
The armed forces have been systematically de-
mobilized nearly to peacetime strength and
absorbed into the economy with remarkably
little difficulty. The labor force of Britain
supports the Government of the Labor Party
with consistency if not always with enthusi-
asm, and the number of man-hours lost in
strikes since the war is but a tiny fraction of
the figures for the comparable period after
World War I. Rigid controls, rationing, and
subsidies have kept inflation fairly well in
hand, though the wholesale price index (1938
=100) had gone up to 216.2 in 1948." In the
fiscal year 1948-1949 a budgetary surplus of
£353 million was achieved. About 24 percent
of the gross national product was devoted in
1948 to capital investment. And the standard
of living, though painfully austere for the
middle and upper classes when compared with
their prewar comfort, is probably higher. for
the workers than in 1938. B
These things show that Britain has made
very great progress toward recovery. -Indeed,
Britain has recovered, and more than recov-
ered, so far as its domestic-affairs alone are in-
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volved. But it is the peculiarity of the British
economy that it must live by foreign trade,
and therefore that the condition of the balance
of payments is the surest indicator of health.
The deficit on direct UK account in dollars
continues at £186 million for the first half and
£125 million for the second half of 1948. While
encouraging as contrasted with £655 million
for 1947, this still constitutes the worst prob-
lem to be faced. Nor can the British look
ahead with confidence to a solution. From
1945 through 1948 in the postwar sellers’ mar-
ket, they have been able to sell abroad without
difficulty; it remains to be seen whether they
will have equal success if scarcities are re-
lieved and competition becomes more keen.
To meet these situations nothing will suffice
but an increase in productivity with accom-
panying decrease in costs. British produc-
tivity is not high, as compared with that in
the US, and there are indications of resistance
abroad to the present high level of British
export prices. The government is giving much
attention to this problem. There is a belief
in some quarters that devaluation of the pound
sterling cannot be avoided.

a. The United Kingdom’s Economic Poli-
cies and Programs. :

The government under the guidance of Sir
Stafford Cripps has embarked upon an eco-
nomic program designed by 1952-53 to
“achieve and maintain a satisfactory level of
economic activity withont extragordinary ont-
side assistance” and without an intolerable
sacrifice in the standard of living. In order
to attain these ends, the great requirement is
for a steady increase in productivity. Efforts
to achieve this increase are greatly hampered
by the widespread obsolescence of the indus-
trial plant. Presupposing the continuance of
outside aid for the period of the plan, the gov-
ernment is accordingly planning an annual
gross investment program at current prices of
the equivalent of $8,500 million, approximately
one-fifth of the estimated gross national
product, for the development and moderniza-
tion of industrial and agricultural equipment
and for the expansion of agriculture. Indus-
tries affected by the program are coal, oil, iron
and steel, engineering, chemicals, textiles, and

S

_ the same year.

shipping. Investment resources will be dis-
tributed approximately as follows:

Percent
Fuel and Power 15
Transport and Communications 18
Agriculture 6
Industry (including Iron & Steel &
Shipbuilding) 33
Housing 16
Social Services (Water Supply, Health
Education,-ete) 17
Defense and Public Administration 5
Total 100

By these means the United Kingdom is
hoping to expand the output in manufactur-
ing, mining, agriculture, building, and public
utilities to a level about one-third above pre-
war, and to increase manufacturing output by
the early 1950’s to a level about 40 percent
above 1938. It is also hoped to raise the
level of exports to a continuing 150 percent
of the 1938 volume, while holding the level of
imports to 15 percent below the volume of
This export-import program
has aroused resentment in some European
countries, particularly France, where it is felt
to threaten their own recovery plans. In def-
erence to this reaction the United Kingdom
may be expected to modify somewhat its plans
for foreign trade, while adhering as closely as
possible to its program for domestic industrial
rehabilitation.

The recovery program also includes plans
for the development of the resources of the
colonies and dependent territories (see below,
para 9). About £400 million have been voted
for the pericd 1946 to 1956, providing for a
general expansion of basic economic and social
services in the colonies as well as for projects
of a purely commercial character.

The British Labor Government is a Social-
ist Government, and its program has been
worked out within the framework of moderate
socialism which was described in the preced-
ing chapter. Basic industries and enterprises
have been nationalized, including the Bank of
England, coal, transportation, and communi-
cations (cable and wireless); a bill to nation-
alize iron and steel is now in the final legisla-
tive stage. Taxation claims 40 percent of the
total of all incomes, including business in-
comes. However, since many government ex-
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penditures are merely transfer payments, a
considerably lower proportion, some 18 percent
of total resources available, goes for govern-
mental purposes. Nevertheless, the enormous
expenses involved in running the “welfare
state” sometimes appear prejudicial to the
strictly economic requirements of the nation;
for instance, the cost of the national health
service, of the food subsidies, of education and
social insurance, isvery great. The multitude
of economic controls are not all established
in pursuit of socialist theories; many of them
are necessary only because of the economic
emergency, but they are administered so as
to distribute sacrifices as far as possible equi-
tably between rich and poor. 1t is still a sub-
ject for acrimonious argument between Labor-
ites and Conservatives whether the socialism
of the government is or is not prejudicial to
economic recovery and to the efficiency of the
productive machine in the long run.

b. External Economic Aid to the United
Kingdom.

Realizing the grave strategic and economic
impact on the US of a financial collapse of the
United Kingdom and the sterling area, the
US Government has taken active steps to give
economic aid to Britain. The US agreed in
January 1946 to a generous settlement of the
British Lend-Lease account. The US Govern-
ment further agreed, on 15 July 1946, to lend
the government of the United Kingdom $3,750
millions, supposed to last for at least two years
and with repayment to begin in 1952. This
loan was intended to “facilitate the purchase
of goods and services in the US, to assist the
United Kingdom to meet transitional postwar
deficits in balances of payments, to maintain
adequate reserves of gold and dollars, and to
assist the United Kingdom to assume the ob-
ligations of multilateral trade.” In compli-
ance with this last requirement Britain under-
took, one year after the effective date of the
agreement (i.e., 15 July 1947) to make freely
convertible for current transactions in any
currency area without discrimination the ster-
ling receipts from current transactions of all
countries. The world-wide dollar famine, how-
ever, led to a run upon sterling and a prodi-
gious loss of dollar reserves, estimated at over
$800 million during the period of convertibility.

S
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The free convertibility of sterling was accord-
ingly abandoned on 21 August 1947, and the
dollar line of credit, dissipated by this experi-
ment and by the continued rise in world prices,
was exhausted in March 1948.

In view of the slowness of recovery and the
immediate danger of economic collapse and
chaos in Western Europe generally, the loan
to Britain was followed, on 3 April 1948, by
the Economic Recovery Program—expected to
last for four years. The United Kingdom’s
share for the first year, ending 30 June 1949,
was $1,263 millions (gross) of which $310 mil-
lions was in the form of a loan. Since it is
the hope of the United Kingdom to achieve
viability by 1952, Britain planned to reduce
its requests for allocations by 25 percent an-
nually and accordingly asked for $940 millions
for 1949-50. The ratio of loan to grant for
1949/50 has not yet been decided.

The same policy of enlightened self-interest
has been adopted, since the war, by members
of the British Commonwealth. Australia and
New Zealand have willingly cooperated with
the United Kingdom in not demanding repay-
ment of their sterling balances and in reduc-
ing to a minimum their claims on the ster-
ling area’s dollar pool. Canada extended to
Britain in July 1946 a line of credit of $1,250
millions, of which some $230 millions still re-
mained unexpended at the end of 1948. Aus-
tralia has contributed almost £35 millions and
New Zealand £10 millions in outright gifts
since the war, and Australia also reserves for
sale to the United Kingdom its entire annual
output of gold to an annual value of $31.5
million. The Union of South Africa, in 1948,
loaned to the United Kingdom gold to a value
of £80 million, repayable in sterling.

c. Economic Stability.

While the United Kingdom’s economic rec-
ord since the war and especially during 1948
was impressive, it is probable that the rate
of recovery will slow down appreciably in the
future. The continuation of US economic as-
sistance at least until 1952 remains a prereq-
uisite to success. Aslong as the export drive
is maintained and imports are sharply restrict-
ed the threat of inflationary pressure remains,
but the government is clearly alive to this
danger and is implementing a policy to meet
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it. The upward curve of industrial produc-
tion, which in 1948 reached a level of more
than 20 percent above 19486, is showing a tend-
ency to flatten out. The initial steep rise in
output was the result of reconversion of fa-
cilities and the redeployment of increased

. manpower due to demobilization. Under

present conditions of full employment and
lessening scope to redeploy labor, increased
productivity per worker appears to be the only
way to increaseoutput. That the British Gov-
ernment is fully aware of this is shown by its
efforts to modernize production facilities and
to render manufacturing methods more effi-
cient. To this end the advice and cooperation
of US industrialists is being welcomed. The
program for increased production and export,
however, could easily be upset by any serious
increase in the demand for rearmament. The
future of the export trade, as has been men-
tioned above, is highly problematical.

' The British economy has the benefit of a
highly skilled, experienced, and homogeneous
labor force, and it is not subject to capricious
political fluctuations. The British citizenry
pay taxes and obey laws. But the British
economy, more than any other of comparable
scope, is dependent upon outside forces over
which the British themselves have little or no
influence. In the nineteenth century they
virtually controlled the economy of the world;
now they are virtually controlled by it. Pes-
simists affirm that the British cannot main-
tain their mode of life under such conditions
as obtain at present, and that the problem had
best be solved by mass emigration, with the
British Isles reduced to the more modest eco-
nomic stature of a century and a half ago,
supporting themselves on their own very
limited resources. Optimists think better of
the prospects, but even they cannot deny
that the stability of the British economy de-
pends upon favorable world conditions as
much as upon the qualities of the British
themselves.

3. Labor Supply.

The working population of the United King-
dom now numbers 23,207,000. It is highly
skilled, well disciplined, intelligent, and pos-
sesses an almost excessive degree of stability
in political and social character. During the

next twenty to thirty years its numbers will
decline by about one million, primarily be-
cause of the low birth rate of the 1930’s and the
raising of the school-leaving age to 15. This
may well present serious problems, since the
labor force is already considered insufficient
for the needs of the country’s economy; several
highly important industries such as coal and
textiles are undermanned, while the diversion
of required numbers to the armed forces is ac-
complished only at virtually prohibitive eco-
nomie cost.

The scarcity of labor in Britain, however, is
not a simple matter of insufficient population;
indeed it is sometimes argued that Britain
would have a surplus of workers if they were
properly distributed industrially and geo-
graphically, and if they were provided with
more efficient and modern tools. In an at-
tempt to achieve better distribution of labor
the government first urged and pleaded, and
finally resorted in October 1947 to the so-called
Control of Engagements Order, which gave it
authority to enforce a flow of workers to the
important undermanned industries. The
propaganda has been only moderately success-
ful, and the Control of Engagements Order
hasbeen timidly used; its frequent or extensive
application in time of peace would arouse pro-
tests and opposition too sharp to be disre-
garded. As for the provision of better tools
and capital equipment, this is one of the cen-
tral phases of the government’s 'long-term
program, and has been described in preceding
pages.

By way of providing a greater number of
workers, the government has carried on a
campaign of publicity, attended with such
slogans as “Work or Want”, in an endeavor
to persuade all able-bodied persons to con-
tribute by their labor to the national product.
A drive for women to return to wartime work
in the factories met with fair success. Various
plans to enlist foreign labor (the European
Volunteer Workers, the Polish Resettlement
Corps) were put into effect, and by December
1948, over 150,000 foreign workers had been
placed in employment, half again as many as
the government had at first judged to be re-
quired. Unemployment is low; about 400,000
workers, or 1.7 percent of the labor force, are
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out of work. This condition answers not only
to the economic needs of the moment, but
also to the policy of the government, which
has proclaimed the solemn intention to keep
in jobs all people who want them. No con-
trast could be greater than such a condition
as that of two decades ago, when the presence
of almost two million unemployed constituted
the greatest problem Britain had to face.

About nine million British workers are mem-
bers of trade unions; about eight and a half
million belong to the 190 unions affiliated to

. the Trades Union Congress.* There are four
types of trade union organization—craft, in-
dustrial, occupational, and general. The old-
est type is that of craft unions, composed of
workers performing the same or a very similar
industrial operation; most of them are of
medium size, with membership ranging from
5,000 to 50,000. However, six of the twenty
largest unions are craft unions, among them
the Amalgamated Engineering Union and the
United Boilermakers’ and Iron and Steel Ship-
building Society. Craft unions are often
criticized for their lack of solidarity with other
sections of workers and for the fact that they
sometimes hinder comprehensive schemes of
union amalgamation. While it is unlikely
that new unions will develop on craft lines,
those existing are considered an important
segment of British trade unionism. Indus-
trial unions cater for all workers, skilled and
unskilled, within a given industry. Where it
is difficult or impossible to build one union for
an industry, federations such as the National
Union of Mineworkers are a good working al-
ternative. Occupational unions organize
workers within a well-defined occupation.
Membership in such unions is conditional upon
the worker remaining in a particular employ-
ment, as in the case of the Railway Clerks’
Association, or in the employ of a particular
employer, as in the case of the Prudential Staft
Association. General unions cater for workers
in many industries; beginning with unskilled
laborers, they have come to include many of
the semi-skilled grades and even some of a
high degree of skill. They tend to cut across

* See Chapter I Para. 5a for a more detailed ac-
count of the Trades Union Congress and the politi-
cal activities of labor generally.
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the structure of industrial unions and to swal-
low small unions. To guard against this,
there is some tendency for the unions in spe-
cific industries (for example, agriculture and
tobacco) to build up an industrial unionism
which competes with the general unions, to
some extent successfully. The two great gen-
eral unions, the Transport and General Work-
ers’ Union and the National Union of General
and Municipal Workers, with a combined
membership of over two million, account for
over a quarter of the total trade union mem-
bership.

For many years collective bargaining in
Britain has increasingly meant negotiating
national agreements for an industry between
a union (or group of unions) representing the
employees and an association representing the
employers in that industry. There are still
many examples, however, of negotiations con-
ducted on a local or district basis.. In settling

local disputes, every effort is made first to

deal with it through the local union represent-
atives or Works Committee; if this fails the
agreement frequently provides for the refer-
ence of the dispute to a joint body of employee
and employer representatives on a district
basis. Failing settlement it is then referred
to the national bodies, the general principle
being that there is to be no negotiation while
a strike or lockout obtains. In case the na-
tional bodies cannot agree, provision is made
for arbitration. The machinery for arbitra-

tion is voluntary in peacetime and decisions

are not binding. - By government order in
1940, to avoid disputes during the war, strikes
and lockouts were legally prohibited unless
the dispute had been referred to the Minister
of Labor and he had failed either to have it
settled or referred to the National Arbitration
Tribunal within twenty-one days. - Decisions
of the Tribunal were binding. The Order has
not, as yet, been rescinded, but it is not ex- .
pected to be maintained indefinitely. When
it is abolished, the Industrial Court, estab-
lished in 1919 by recommendation of the Whit-
ley Committee, will be reestablished. This
Court is an independent tribunal whose mem-
bers are appointed by the Minister of Labor.
Acceptance of its decisions is not mandatory,
but they have rarely been rejected. The his-
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tory of negotiations for wages and better work-
ing conditions for the British worker has been
peaceful on the whole.

The Whitley Committee of 1916 gave a great
stimulus to the development of Works Com-
mittees in factories, which today play an im-
portant part in dealing with such things as
welfare matters, absenteeism, and fairly re-
cently with the problem of increasing produc-
tion. Because of the growing demand by
workers for a more active role in stepping up
production, Joint (labor-management) Pro-
duction Committees, established in 1942, have
grown steadily. Trade union leaders consider
them valuable as a means of educating the
labor rank and file to an understanding of the
need for increasing production.

The main problem of the government with
respect to the labor supply since the war has
been to induce a new approach in the working
population; a more enterprising, confident,
and energetic state of mind; an eagerness to
contribute to the raising of productivity; and
even a willingness to forego wage increases in
the interests of national recovery. The prob-
lem is difficult, not only because of the tra-
ditionalism of the British worker, but also be-
cause few are bold enough to prophesy with
entire conviction that full employment will
endure after the sellers’ market vanishes and
international competition once more arises.
The British worker is not altogether stupid in
his reluctance to trust the future. Neverthe-
less, the leaders of the trade unions have for
the most part been converted; they have is-
sued exhortations to raise productivity, and
they have seen the necessity of keeping money
wages at roughly the present levels. The
process of converting the rank-and-file is un-
der way, and is meeting with some success.
Much will depend upon the actual course of
economic affairs in the world.

4. Natural Resources.

Rich deposits of coal and iron ore formed
the early bases of British industrial deveiop-
ment. - Coal is still the main fuel of the na-
tional economy and in normal times is also a
profitable item of export; reserves were esti-
mated by the last authoritative survey, in
1915, to be 197 billion metric tons. Of altt\ar-

native sources of energy, virtually all oil must
be imported; potential water power is confined
to the highlands of Scotland and Wales and
has, to date, been little exploited.

The deposits of iron ore are chiefly concen-
trated in the midland counties around Leices-
ter and Lincoln and on the northwest coast
near the Cumberland coal fields. The grade of
ore is low, averaging about 30 percent iron,
but the general practice of open-pit mining
results in a low cost of production. Ore mined
from these deposits normally satisfies about
two-thirds of the needs of Britain’s iron and
steel industry. Reserves, both actual and esti-
mated, are set at about seven billion tons.
There are also ample deposits of the limestone
necessary to the modern steel-making proc-
esses.

Only small deposits of non-ferrous metals
are found, including copper and the tin ore of
Cornwall, which was mined before the Chris-
tian era. Domestic tin production in 1945 was
only 995 long tons. Lead occurs in Flintshire,
Durham, and Derbyshire and zinc is found
mainly in north Wales, the north of England,
the Isle of Man, and the county of Dumfries in
Scotland. These deposits, however, are by no
means sufficient to meet the demands of the
United Kingdom, a heavy consumer of non-
ferrous metals, and Britain is obliged to im-
port heavily from the Empire and Latin Amer-
ica.

Important tonnages of non-metallic miner-
als are found in the United Kingdom. In
1947, 86,107 metric tons of barite, used in
paints and in drilling muds, 65,000 metric tons
of fluorspar and 40,639 of rock salt were mined.
The United Kingdom is now the major world
producer of celestite, an ore of strontium which
is strategic in wartime because of its use in
tracer bullets and flares. Official celestite
production figures for 1947 have not been re-
ported but are believed to have been about
5,000 metric tons.

The whole British supply of china clay,
which is of great importance in the ceramic,
papermaking, bleaching, and chemical indus-
tries, comes from Cornwall. With this excep-
tion, however, as well as those of coal, salt and
limestone, the United Kingdom is obliged to
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buy abroad most of its raw materials for the
chemical industry.

Great Britain was once heavily forested, but
centuries of timber cutting and clearing have
denuded the country of the original growth.
Woodland of all types now approximates three
million acres. Native timber production is
inadequate to meet the country’s needs and
must be supplemented by imports from abroad,
chiefly from Scandinavia and Canada.

5. Agriculture and Fisheries.
a. Agriculture.

For the purpose of an agricultural study the
United Kingdom may be divided by a line
running diagonally from the middle Severn
River to the Lower Tyne. North of this line
is a highland region which is relatively poor
farming country, and south of it are lowlands,
which arerelatively good. The climate is gen-
erally mild with adequate rainfall. There is
little direct sunshine and only in the south and
southeast is it sufficient for the production of
abundant crops.

About 19 million acres are arable and under
plough, the main crops being wheat, oats, bar-
ley, potatoes, and sugar beets. A high pro-
portion of acreage, however, is suitable only
for grazing and has led to the development
of an animal industry which has become world
famous. Britain is noted for its exports of
high quality breeding stock. In addition,
sheep bred particularly on the southern downs
produce for export about 50,000 tons of good
quality wool per year.

Livestock production has decreased owing
to wartime reductions of feedstuffs to save
shipping space, and also because of losses of
animals in the disastrous winter and spring
of 1946-47. Some degree of recovery has been
achieved, however, which it is hoped can be
continued in 1949-50, asreflected in the follow-
ing table:

(Percentage of

prewar)

Average 1949-50

1936-37-38-39 1947-48 Program
Milk 100 109 121
Eggs 100 83 108
Beef and veal 100 83 93
Mutton & Lamb 100 55 70
Pig Meat 100 29 50

SE

In prewar years the United Kingdom pro-
duced less than 30 percent of its average food
requirements, importing the balance from
abroad; in fact about 47 percent of all annual
imports consisted of food and feedstuffs. Dur-
ing the war more land was put under cultiva-
tion and the productivity of farms increased
until domestic production supplied about half
of the food requirements. In spite of this in-
crease of production, however, Britain was still
obliged in 1947 to import as shown in the
following table:

Domestic Production

1946-47 Imports
Wheat 31.5% 68.5%
Oats 91.0 9.0
Sugar 34.0 . 66.0
Eggs 417.0 53.0

A large proportion of-these imports came
from the Western Hemisphere. In an effort
to ameliorate this condition the government
has announced a 4-year plan whereby agricul-
tural production in 1952-53 is to show an in-
crease of 50 percent over prewar and 15 per-
cent above the wartime peaks. Goals in in-
dividual major items as a percent of 1936-39
production are as follows:

Bread Grains 157
Coarse Grains 199
Potatoes 158
Sugar 132
Dairy Cattle (Milk) 123
Other Cattle (Beef & Veal) 110
Poultry 152
Eggs 131
Sheep 83
Hogs 92

The stages by which the 50 percent increase
during the next four years are expected to be
attained are shown below:

1948-49 128% of prewar production (130% ac-
tually reached)

1949-50 135 of prewar production

1950-51 143  of prewar production

1951-52 150 of prewar production

The acreage of wheat for 1951-52 has been set
at two and three quarter million, considered
to be about the highest maintainable without
an acute distortion of the general farm pattern
and loss of soil fertility. The large expansion
of livestock production will necessitate a
marked increase of acreage under coarse
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grains and fodder production and vigorous ef-
forts are being made to extend the cultivation
of linseed, which is of value as a source of oil
cake for cattle as well as oil for industrial pur-
poses. Importation of feedstuffs, while below
prewar level, is expected to be heavy until the
domestic production expansion can begin to
show results.

The program envisages a total -capital in-
vestment in agriculture of about $1,800 mil-
lions, of which about $800 millions is expendi-
ture in farm machinery. Inrecent yearssuch
rapid progress has been made in the mechani-
zation of British agriculture that it is now one
of the most highly mechanized in the world.
The number of tractors in use has risen from
50,000 in 1939 to 250,000 in mid-1948; the total
will be maintained at 275,000 to 300,000. The
number of combine harvesters will increase
from 6,500 prewar to at least 11,000 and grass
driers from 400 to 1,500. These increases, to-
gether with replacements of worn-out or ob-
solete machinery, are expected to call for an
expenditure of $200 millions per year. The
United Kingdom is able to supply its own re-
quirements of agricultural machinery with a
substantial and expanding surplus available
for export. Some $400 millions will be spent
during the life of the program on farm build-
ings, and approximately $128 millions on
drainage and irrigation, by which it is expected
that some four million acres will benefit. Al-
though great strides have been made in the
domestic production of fertilizers, the United
Kingdom is still dependent upon imports, par-
ticularly of potash and phosphate rock, and
consumption under the proposed program will
be increased by at least one-fifth.

In order to attain this increased agricultural
output, the government stands ready to
assist farmers in the hire of machinery and
supplementary labor, by contract services, by
price supports, and by the provision of short-
term credit facilities. Qualified technical of-
ficers are available to advise farmers on all
questions of technical improvement and effi-
cient production, with special attention being
given to grassland improvement. Where ad-
visory methods fail to secure greater efficiency,
the Agriculture Act of 1947 gives the County
Agricultural Executive Committees powers to

enforce standards of good husbandry even to
the point of dispossessing inefficient farmers.

The agricultural program involves an ex-
pansion in the number of agricultural work-
ers from approximately one million at present
to a proposed 1,170,000 inn 1951. In order to
attract more persons to the land the govern-
ment, under the Agriculture Act, offers as-
sured markets and prices to the farmer by
means of subsidies and price-fixing, and guar-
anteed minimum wages, as well as housing
priorities and exemption from military serv-
ice to the agricultural worker. Although the
government has made better progress in re-
cruiting for agriculture than for other under-
manned industries, September 1948 saw the
numbers approximately 24,000 under the tar-
get of 1,110,000 for the end of 1948.

The urgent need to save dollars has unde-
niably rendered the increasing of British do-
mestic food and feed production more of a
necessity than a choice, for under ideal condi-
tions it would be more economical for Britain
to continue importing the greater part of these
requirements. The ultimate success of the
program appears to depend upon the govern-
ment’s ability to attract the necessary man-
power, to provide the necessary machinery on
time, and to gain the willing cooperation of
an unusually conservative class.

b. Fisheries.

This traditional British occupation is of
great importance in the maintenance of the
national food supply and it provides a profit-
able item of export. The seas which sur-
round the British Isles have been fished in-
tensively since the Middle Ages. The prin-
cipal fishing areas are the North Sea, the
English and Irish Channels and the Conti-
nental Shelf. Predominant catches are her-
ring, cod, haddock, plaice, and hake, classed
as wetfish, and oysters, crabs, and lobsters.
The most important factor in the export trade
is the herring catch, about 70 percent of which
was pickled or salted annually before the war
and shipped to Eurcpe, principally to Ger-
many, Poland, and the Baltic States. The
continued unsettled condition of these mar-
kets, however, as well as the current short-
age of meat in Britain, has led to intensive
efforts to rationalize the fish storage industry
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in order that this surplus may be conserved
for home consumption.

During the war, the drafting of the younger
men into the navy and the commandeering
of most of the boats for war service reduced
the annual catch to less than one-third of
peacetime amounts. The catch for 1948 was
a little over one million tons which is about
the prewar average for 1935-38.

The British fishing industry is still some-
what undermanned, showing an estimated em-
ployment of 37,000 men in 1948 as compared
to 40,000 prewar. Efforts are being made to
increase the rate of catch by intensive mod-
ernization of ships and tackle. By 1952 about
80 new trawlers will be in commission; this
should result in landings well above prewar
and expand output by about $32 millions per
year. New factories planned by the herring
industry for the production of herring oil and
meal will also be in operation. In an effort
to prevent overfishing of the home waters the
majority of the new vessels will be of long
range, designed for fishing in other areas.

6. Industry.

a. General.

The traditional or basic British industries
have long been those of coal mining, steel
working, the fabrication of cotton and woolen
textiles, shipbuilding, engineering, and the
construction of machinery in general. More
recent additions to the industrial field, which
are rapidly growing in importance, are those
of the electrical and vehicle groups, and the
chemical industry. The major industrial

Coal (millions of tons)

Steel ingots and castings (millions of tons)
Passengers cars (thousands)
Commercial.vehicles (thousands)
Railway freight cars (thousands)
Agricultural tractors (thousands)
Cotton yarn (millions of 1bs)
Cotton fabric (millions of yds)
Worsted yarn (millions of 1bs)
Wool cloth (millions of linear yds)
Rayon cloth (millions of 1bs)

* 1937

areas of the United Kingdom and the principal
commodities which each produces are as
follows:

Greater London: clothing, furniture, chemi-
cal, electrical machinery,
scientific instruments

ferrous and non-ferrous
metals products, pottery

cotton textiles, machinery,
chemicals, ships

Yorkshire and adjoin- woolen and worsted tex-
ing area: tiles, coal and iron

(smelting and rolling)

Northumberland, Dur- ships, coal, iron and steel
ham, Westmoreland
area: .

South Wales:

Birmingham:

Liverpool-Manchester:

mining, -coal, copper, tin-
plate, iron (smelting and
rolling)
coal, iron and steel, ships,
woolen and - worsted
goods, jute products
Northern Ireland: shipbuilding, linen
British industry emerged from the war
handicapped in its efforts at reconversion to
peacetime pursuits by shortages, in many in-
stances, of manpower, of coal and steel and
power, and by maladjustments in the indus-
trial organization of the country that have in-
terfered with the regular flow of materials and
component parts through successive stages in
the production process. . The obsolescence of
plant is a further hindrance which has already
been referred to. In spite of these difficulties,
however, progress in raising production has
been good, particularly in 1948, and in many
instances is well above prewar. The physical
output of important products as compared
with 1938 is set out in the following table:

1948 as a
percentage 1948

Scotland:

1938 1947 1948 of prewar Targets
266 197 208 78 211
13* 125 149 112 146 .
341 287 328 96 300**
104 155 170 164 1444+ .
29 38 42 143 48
10 58 117 1,169
1,356* 740 890 66 900
3,640* 1,620 1,880 52 o
224+ 154 184 82 190
233 267 290
135 203 233 173 255

** Derived as annual rate for fourth quarter of 1948.
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" The index of industrial production for the
year 1947 was 108; with 1946 being 100. That
for 1948 stands at 120. However, the com-
bined index actually climbed to 124 in Novem-
ber of 1947, and, with the exception of a brief,
upswing in October and November of 1948, has
since that time remained virtually stationary.
The flattening out of the curve indicates that
the initial rise in production was owing to im-

‘mediate postwar readjustments, including the

return of manpower from the armed forces,
and that the major adjustments had been
completed by the last quarter of 1947. Fur-
ther increase in production will have to come
principally through an increase in industrial
efficiency; this will be a slow process.

The interim index of industrial production
for 1947 and 1948 respectively is shown in the
following table:

Interim Index of Industrial Production

(1946=100) ]
Monthly Averages
1947 1948
All industries . 108 121
Mining and quarrying 102 110
Total manufacturing industries 109 123
Non-metalliferous mining
industries
China and earthenware 117 141
Glass 107 122
Bricks, cement, etc. 128 150
Chemicals and allied trades 105 120
Metals engineering and vehicle
trades 112 127
Metal manufactures—Ferrous 102 116
Non-ferrous 113 115
Engineering, shipbuilding, and
electrical goods 116 136
Vehicles 111 121
Metal goods not inc. elsewhere 104 111
Precision instruments, jewelry,
ete. 114 128
Textiles and clothing 107 121
Textiles 107 126
Clothing 107 112
Leather, leather goods, and fur 104 101
Food, drink, and tobacco 101 109
Food 102 112
Drink and tobacco 101 106
Manufactures of wood and cork 97 107
Paper and printing 106 111
Other manufacturing industries 125 150
Building and contracting 111 122
Gas, electricity, and water 103 109

b. Coal.

Large deposits of good grade coal, which
could be cheaply mined and transported, have
in the past not only constituted the base of
Britain’s industrial structure (since indige-
nous supplies of other fuels are insignificant),
but have also furnished the chief exportable
commodity. The export of coal, amounting
in prewar years to as high as 20 percent of
production, was valuable both for itself and
also because it provided a bulky outward
freight for the shipping industry and thus re-
duced transportation costs for imported food
and raw materials. The coal production pro-
gram can therefore be considered to be the
center of all British recovery plans.

~ The principal coal producing areas of the
United Kingdom are three: the northern
fields, located near Edinburgh and Glasgow
and in the counties of Northumberland, Dur-
ham, and Cumberland; the central fields of
Yorkshire, Lancashire, North Wales and the
northerly Midland counties; and the southern
fields of South Wales, the Forest of Dean, Bris-
tol, and Kent. .The coal is mainly bitumi-
nous, with some high grade anthracite in
Wales, and is principally deep-mined. In an
effort to increase production, strip-mining was
introduced in 1942 with good results and it
now accounts for about 5 percent of over-all
production.

During the last quarter of the 19th century
and the first years of the 20th, production of
coal in the United Kingdom showed a steady
expansion, the peak being reached in 1913
when over 297 million long tons were mined,
of which over 73 millions were exported. Be-
tween the two world wars, however, increasing
world production of coal, the growing use of
other fuels such as petroleum, and the world
wide depression of the 30’s greatly reduced
the foreign demand for British coal, and
brought about a steady decline in production
and widespread unemployment in the in-
dustry.
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The decline both in production and export
of coal is shown in the following table:

United Kingdom Production and Exports of Coal

Millions of Gross Tons £ Millions
earned
Year Output Exportst  Exports
1860 80.0 . 3.3
1880 147.0 . 8.4
1900 225.2 441 36.4
1913 297.4 73.4 50.7
1924 2617.1 61.7 721
1929 257.9 60.3 48.6
1932 208.7 38.9 31.6
1935 222.3 38.7 31.6
1937 240.4 40.3 37.7
1938 227.0 35.9 37.4

* Excluding bunkers.

Annual production continued the above de-
cline after the war, despite a great shortage of
coal in Europe and an intense demand for it.
A peacetime low of 190 million tons was
reached in 1946, but production recovered to
208 million in 1948, when exports were about
11 million tons. Annual coal consumption in
the United Kingdom, on the other hand, has
risen from 180 million tons in 1938 to almost
193 million in 1948, with the most marked rise
(14.9 to 28.7 million tons) being in the amount
required for the production of electricity.
Maximum output for 1949 is expected to be
about 220 million tons. Maximum home con-
sumption of about 200 million tons would
leave an anticipated 20 million tons available
for bunkers and exports.

The postwar British coal mining industry
suffers from a pronounced shortage of man-
power, and from a widespread, though by no
means general, inefficiency of production.
Generations of unsatisfactory working condi-
tions, together with the insecurity caused by
long and recurrent periods of depression and
unemployment, have made coal mining un-
popular in the eyes of British labor. Employ-
ment figures dropped steadily from a high
point of 1,248,224 in 1920 to 782,000 in 1938
and to 697,000 in 1946. The position is
worsened by the high rate of manpower wast-
age due to death, retirement, accident and
disease, which now runs from 70,000 to 75,000
per year or about 10 percent of the work force.
Employment figures at the end of 1948 were
726,000, about 24,000 short of the govern-
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ment’s announced target for the year. Ef-
forts are being made to attract more men to
the pits by shorter hours, increased pay (now
about 176 percent above prewar) and bo-

,huses, larger food rations and housing priori-
ties. Opportunities for .employment in the
mines are also extended to foreign labor and
displaced persons.

In spite of these inducements, and the
grant of a 5-day working week, the response
of the mineworker has been disappointing ex-
cept in the Durham area. Production targets
are attained with difficulty, if at all, and much
tonnage has been lost through unofficial
strikes and absenteeism, which in 1948 aver-
aged 11.6 percent (of which 6 percent was vol-
untary), a percentage almost double the pre-
war average. In reaction to these develop-
ments the government in the latter part of
1948 showed a tendency to adopt a somewhat
stiffer attitude.

A primary contributory cause to unsatisfac-
tory production figures, however, lies in the
widespread inefficiency and obsolescence of
the mines, due to wartime neglect as well as
to generations of insufficient capital invest-
ment. Extensive improvement and replace-
ment of machinery and equipment needs to be
undertaken. While 72 percent of the coal
mined annually in the United Kingdom is
mechanically cut (as compared with 89 per-
cent in the US) and 69 percent is mechani-
cally conveyed, only 2 percent is mechanically
loaded (as compared with 50 percent in the
US), and it is here that the need for improve-

ment is greatest. A general increase in mech- .

anization in the British pits is not everywhere
feasible, however, due to the natural condi-
‘tions in many mines. New pits should also
be developed, as only one-fifth of British mine
shafts have been sunk since 1914. The old
shafts, with their long distances from pit-
head to coal face, inevitably require more
than their proper share of labor. As a result
of such defects, the average output in tons
-per manshift worked in 1948 was about 1.09,
as compared with 5.5 in 1946 in the US, al-
though it is true that physical working con-
ditions in the US mines are on the whole
easier than in Britain.
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It has long been recognized in the United
Kingdom that the measures necessary for the
rehabilitation of the coal industry are too
great in scope for private enterprise to as-
sume. Nationalization of the mines was be-
ing suggested as early as 1919. By the Na-
tional Coal Bill, which became law in May
1946 with little opposition, the entire industry
was taken over by the government. A com-
pensatory figure for previous owners was set
at $658,640,000 on the basis of the capital
worth of assets and installations, and a nine-
man National Coal Board was appointed to
own and operate the mines. The Board has
been granted great freedom of action, al-
though it is responsible ultimately, in broad
policy matters, to the Minister of Fuel and
Power, and, through the Cabinet, to Parlia-
ment. The National Coal Board, as at
present constituted, has occasioned wide-
spread dissatisfaction among the mine-work-
ers, the public and the Board members them-
selves, the main charge being that the struc-
ture is too centralized and inflexible. An
early and drastic reorganization is being wide-
ly advocated. At the end of 1947, the first
full operational year of nationalization, the
Coal Board declared a loss of about $93 mil-
lions; of this, however, only $30 millions rep-
resented operational loss, the greater propor-
tion being interest paid to former coal owners.
In 1948 the Coal Board showed a small net
profit, due largely to an increase in the price
of coal. ’

British plans for the future of the coal in-
dustry, both for the long and the short term,
are ambitious. The short-term aim is to pro-
duce, over the next four years, sufficient coal
to meet all domestic requirements as well as
all foreign export obligations undertaken un-
der ERP, together with increased shipments
to South America and Canada. The British
anticipate a foreign demand for British coal,
both export and bunker, in the neighborhood
of 40 million metric tons by 1952-53. To
meet this demand and also satisfy domestic
requirements a production of between 250 and
260 million metric tons will be required, repre-
senting an increase of some 40 million tons or
an annual increase of output of 5 percent per
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man-year. This increase must be achieved in
the early stages of a 15-year program involv-
ing radical reconstruction of the whole indus-
try.

Emphasis in the reconstruction program is
to be laid upon underground haulage. In
addition, large-scale surface cleaning plants
are to be constructed, releasing men from
hand-picking and improving the quality of the
final product. Inefficient mines are to be
closed down and work concentrated at the bet-
ter collieries. During the four years ending
December 1952 the Board expects to invest in
reconstruction and -development almost $600
millions; subsequent financing will be deter-
mined thereafter by Parliament.

Given the vigorous leadership which the
above schemes require, the long-term pros-
pects for the British coal industry appear en-
couraging. For the short-term, however, and
until the benefits of reequipment can make
themselves felt, the chances of meeting the
coal requirements called for by the acceler-
ated production and export programs depend
upon a sustained production effort on the part
of the mineworkers themselves. It is further-
more questionable whether the foreign de-
mand for 40 million tons of British coal in
1952-53 will be manifest unless the prices are
reduced below present high levels. Largely
due to increased wages and cost of materials
the expense of producing a ton of coal rose
from about $3.00 in 1938 to about $9.00 in
mid-1948. Such costs will present a major
problem in the face of increased competition
from European coal and low-priced Middle
East oil. For the immediate future the only
prospect of lower costs is in a consolidation
of effort in the most productive areas and in
increased productivity.

¢. Petroleum.

The United Kingdom is the world’s third
largest consumer of petroleum products, be-
ing surpassed only by the US and the USSR.
In 1948 consumption was 18 million metrie
tons, having increased to this figure from 11
million metric tons in 1938. (Demand in the
US for the same years was 300 and 162 million
metric tons, respectively.) The larger post-
war demand in the United Kingdom has been
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partly due to a coal-to-oil fuel conversion pro-
gram which was started in the spring of 1946
with the object of conserving 3 million tons of
coal by the substitution, as an industrial fuel,
of 2 million tons of oil in 1946-47. 1948 con-
sumption in the United Kingdom is estimated
to be about 18 million metric tons. Since in-
digenous production is negligible, the bulk of
British petroleum must come from abroad.
Britain has long been active in the acquisi-
tion, control, and exploitation of a proportion
of the world’s oil fields, to such a degree that,
through British-controlled companies, the
United Kingdom is the world’s second biggest
producer of oil. Proven British-controlled re-
serves, as of 1 January 1947, have been esti-
mated at 18,345,000,000 barrels (about 2.6
billion metric tons), situated chiefly in the
Middle East, the US, and the Caribbean area.
British-controlled output in 1946 was 46
million metric tons and increased in 1947 to
54 million metric tons. Production in 1948 is
estimated to be about 64 million metric tons.

Since most British oil transactions occur
overseas and hence do not figure in the “visi-
ble” home trade accounts it is not generally
recognized that petroleum is the largest Brit-
ish export, being in 1946 at a value of $400
millions almost 1Y% times the value of the
automobile exports for that year. Increased
income from the overseas operations of British
oil companies was a contributory factor to the
unexpected surplus on invisible account in the
first half of 1948. :

In spite of the fact, however, that there
is an enormous annual surplus of production
of British-controlled petroleum over domestic
consumption, the British oil industry at pres-
ent makes one of the largest claims for dollars.
British companies are engaged in a highly
complex foreign trade and their activities in-
volve large dollar outlays for operating ex-
penses and purchase of equipment. They
are, furthermore, committed to supply the
needs of many countries outside of the Com-
monwealth and Empire or risk losing their
markets. As a result, large quantities of oil
are purchased by United Kingdom companies
from US companies to fill current require-
ments.
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The greatest problem in the current Brit-
ish oil situation is that of transportation. Al-
though the tanker fleet under the British flag
is. 3,797,000 gross tons as compared with 3;-
316,000 gross tons prewar, and represents 20
percent of the world’s capacity, it is inade-
quate for the requirements of the British
Commonwealth. Thanks to wartime con-
struction the US tanker fleet now represents
more than half of the world’s total, and other
countries are now dependent upon US trans-
port to meet marginal requirements. Brit-
ain’s payments in dollars for tanker freights
in 1947 amounted to over $28 millions. To
remedy this situation, the United Kingdom
has planned a tanker fleet of 6,300,000 gross
tons for the end of 1952. In a further effort
to cut down transport costs, as well as to in-
crease the output of the Middle Eastern fields,
the capacity of existing pipelines which carry
oil to the Mediterranean is being expanded in
partnership with the US. In this way, the
3,500 sea miles from Abadan to the Mediter-
ranean can be eliminated.

Britain is planning, over the next four
years, to make great expansions in oil pro-
duction abroad and refining capacity both at
home and abroad. The main contributions
will come from the Near East and Venezuela;
it is also hoped to increase the oil production
of Borneo and Trinidad from 4% million tons
in 1947 to 6 millions. In all, it is anticipated
that production of British oil interests abroad
in 1953 will be about 108 million metric tons,
almost double the 1947 output.

A further marked feature of the expansion
program is the development of refinery capac-
ity. The British o0il industry had long
thought it more efficient to locate refineries
at or near the source of the crude, which led
to the development of the Abadan and Cura-
cao plants. However, the present need to
conserve dollars, plus the risk of losing the
investment through expropriation by war or
revolution, had led to a reversal of this policy.
A large industry will accordingly be estab-
lished in the United Kingdom capable of treat-
ing nearly 20 million tons of crude a year, as
compared with a throughput of 2% million
tons in 1947. At an-approximate cost of $500
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millions seven new refineries will be con-
structed; work has already begun on three.
Besides affecting large economies in foreign
exchange, it is hoped that this new industry
will stimulate the development of a domestic
petroleum chemical industry, thereby saving
the costs of additional imports.

Leaving out of account such imponderables
as the political stability of the Middle East,
the success of this program rests almost en-
tirely upon the availability of steel, of which
it is estimated that, in 1949-52, over one
million tons will be needed for plant and
building and 2% million tons for mainte-
nance, production, and marketing.

d. Electricity.

There are at present approximately 570
electrical supply establishments in the United
Kingdom. Service is well distributed, except
in Northern Scotland and Central Wales, by
means of a national network called the Grid,
which was completed in 1933 and consists of
3,000 miles of high voltage and 1,000 miles of
low voltage wires, together with some 280
switching and transforming stations.

In August 1947 the electrical industry was
nationalized and put under the control of the
British Electricity Board, appointed by the
Minister of Fuel and Power, which is responsi-
ble for the generation and high-voltage trans-
mission of power and will have general con-
trol over the 14 area boards which distribute
electricity to the consumers. Compensation
was set at an equivalent of $1,400 million.
The transition involved no drastic readjust-
ment.

Shortage of generating capacity constitutes
at present one of the major internal limita-
tions in the expansion of production. This
shortage is due mainly to the damage and
neglect of six war years from which the indus-
try is making but a slow recovery in spite of
the fact that capital equipment and current
maintenance is probably equal to that of the
normal prewar year. The industry is further
handicapped by a shortage of coal, which is
the key to the production of electricity in the
United Kingdom, since water power potential
is limited and, as yet, little developed. De-
terioration in the quality of the coal provided
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is also estimated to have cost the industry in
1946 nearly 5 percent of its effective capacity.
The war also prevented expansion to meet

-an enormous increase in demand for power, a

demand which has reached a figure some 80
percent above that of 1938. Total capacity
of the United Kingdom’s electrical generating
plant for the winter of 1948-4% has been esti-
mated by the government at 10,550,000 kw,
an increase of more than 70 percent over 1938.
Estimated peak demand for the same period
is put at 11,680,000 kw, and the gap is thus
about 1,130,000 kw, but demand.is estimated
to be increasing steadily at a rate of about
700,000 kw a year. To meet this requirement,
which will be maintained if not intensified by
the four-year productivity drive, the largest
single investment program in Britain is being
devoted to the rehabilitation and expansion
of generating and distributing stations and
transmission lines. About $2 billions have
been allocated to the program, which calls for
the construction of 78 additional stations, of
which 63 are at present under way on a high
priority basis, and through which it is hoped
to attain over 6 million kw of new capacity by
1953. In addition, six hydroelectric schemes
are projected to provide Scotland with elec-
tricity.

Annual steps by which the deficiency for
the national Grid is expected to be met are
shown in the following table:

Electricity Generating Capacity
(Thousand kilowatts sent out)

Estimated

Capacity Estimated

available Peak Surplus or
Winteir of at Peak Demand Deficit
-1947-48 9,530 10,950 —1,420
1948-49 10,550 11,680 —1,130
1949-50 12,000 12,450 —450
1950-51 13,290 13,240 +50
1951-52 14,570 14,070 +500
1952-53 15,780 14,890 +890

In the interval before these expansions can
be made effective the government is taking
varicus steps to meet the existing electrical
shortfall. The staggering of hours has been
arranged, individual plants are cooperating
by running their heavy power equipment in
the “off peak” periods, and industrial produc-
tion, where possible, is being held down in
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areas suffering most from power shortages.
Domestic consumption is being curtailed by
raising the price of electricity to the consumer
and by heavy purchase taxes on household
electrical equipment. Appeals are also being
made to power users to convert to gas when-
ever possible.

The program to expand the electricity pro-
duction industry so vigorously is largely de-
pendent, however, upon available supplies of
steel and is also governed by the productive
capacity of an industry with great opportuni-
ties for export. It is therefore by no means
certain that the program will be pursued in
its entirety once the more immediate short-
ages have been met.

e. Iron and Steel.

With the invention in 1856 of the Bessemer
process, making possible cheap production on
a large scale, Britain launched the modern
steel age. In 1870, the United Kingdom ac-
counted for almost 50 percent of world steel
production. By 1886, however, US output
had already overtaken that of Britain, and
the Germans caught up in the 1890’s. In
1913 German production was more than dou-
ble and US more than four times that of the
United Kingdom, which was then about 10
percent of world output. Nevertheless, at the

beginning of World War II the United King-

dom was still the third largest steel producer
in the world.

The four large steel-producing districts of
the United Kingdom are situated upon the
main coal fields and their accompanying de-
- posits of iron ore. One is on the North-East
coast, in the Newcastle area, with an ingot
capacity of about three million tons and spe-
cializing in structural steel, shipbuilding ma-
terials, and rails; another in South Wales, in
the Swansea area, with a capacity also of
about three million tons and supplying the
bulk of the United Kingdom’s tin-plate; a
third in West Scotland, in the Glasgow area,
with a capacity of about two million tons, con-
centrating on heavy plates, sections and forg-
ings for local shipbuilding and other heavy
industry; and the fourth in the Midlands,
in the Sheffield-Northamptonshire-Lancashire
areas, with a combined capacity of some five
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million tons, manufacturing steel specialties
such as wire, rods, and tubes. The steel in-
got capacity of the industry in 1948 was orig-
inally estimated at 14 million ingot tons; final
1948 production was 14,877,000 tons.

The export of steel and its products has
always been of prime importance to the Brit-
ish economy, but never more so than now
when the world is starved for machinery and
capital equipment. In spite of an insatiable
domestic demand the level of export has been
well maintained; it has been estimated that
in 1948 steel and steel products accounted for
46 percent in value of the country’s total
record-breaking exports.

Ore from British deposits normally satisfies
only about two-thirds of the needs of the iron
and steel industry, thus necessitating large
imports of ores chiefly from Sweden, Algeria,
Spain, and Newfoundland. Manganese ore
is also imported by the United Kingdom in
considerable quantities, the chief sources of
British supply being the Gold Coast, the
Union of South Africa, and India and Pakis-
tan. Comparative import figures, in thou-
sands of tons, are listed below:

1938 1947 1948
Gold Coast 13,991 190,129 238,541
Union of South Africa 1,015 44,130 170,143
India, Pakistan, etc. 172,441 34,014 85,627

Other British countries o L. 6
Foreign countries 5,268 194 2,184

Total 192,715 268,467 396,501

Reserves and production of manganese ore
appear to be sufficient for British needs; pro-

_duction in the African fields can be sharply

increased with improved rail transportation
and harbor facilities.

Before the war the United Kingdom also
imported large quantities of semi-finished
steel from Europe for re-rolling, as well as al-
most a million tons a year of scrap from the

. US. Since the war the supply of semi-

finished steel is virtually non-existent, and
domestic demand has caused the export of US
scrap to cease. In consequence, the British
steel industry is forced to rely upon domestic
supplies and upon such imports of scrap as
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can be extracted from Germany, the only
present sizable source.

In spite of the difficulties experienced in
obtaining these essential imports, the British
steel industry is doing well. The total of in-
got production in 1948 easily surpassed even
the expanded production target; it was 19
percent greater than in 1947 and 12 percent
more than in the previous peak year, 1939.
Production for the first quarter of 1949 was
at an annual rate of 15.2 million ingot tons;
even this rate, however, was insufficient to
meet either present requirements or estimated
future demands, which are steadily rising, be-
cause of: (a) the increase in the substitution
of steel for timber, notably in coal mines and
railroad cars; (b) the large expansion in ex-
ports of engineering products; and (¢) the
great potential demands for steel on the part
of the 4-year capital investment program. It
is estimated that in the early 1950’s the United
Kingdom steel industry will be called upon to
furnish, for home consumption and export,
about 18% million ingot tons, of which about
16% million tons will be for home use, includ-
ing the manufacture of goods for export. Of
this total about 174 million ingot tons will be
domestic output, the balance being imported.

Since the war ended the British steel in-

dustry has embarked upon a major reequip--

ment and development plan, the first steps
of which are to cost about one billion dollars.
Included in this figure is a continuous strip
mill, valued at $70 millions, which is being
obtained from the US and it will be located in
South Wales. The program is designed (a)
to modernize and expand the blast furnace
capacity of the industry for a more economi-
cal use of fuel, also cutting down the depend-
ence upon imported scrap by expanding the
output of foundry pig-iron; and (b) to ex-
pand the heavy rolling-mill industry and mod-
ernize the light steel plants. It involves the
building of 24 new blast furnaces, nearly 6
million tons of steel furnace capacity and a
corresponding increase in rolling mill plant;
in all, a gross expansion of about 50 percent in
British iron and steel capacity spread over a
period of about 8 years. The proposed pro-
gram to 1953 is illustrated by the following
statistics:.

ET 47
Actual weight 1,000
metric tons
- 1935-39 1947 1948-49 1952-53
Average Actual Program Program
Production
of crude
steel 11437 12,684 14,987 17,020
Imports— .
crude and
semi-fin-
ished steel 487 293 373 383
finished
steel 486 105 544 317
Exports—
crude and
semi-fin-
ished 22 4 6
finished
steel 1,411 996 1,185 1,580
Consump-
tion of
finished
steel 7,444 9,630 11,032 11,860

The British iron and steel industry, com-
prising some 500 firms, is organized into 11
conferences, each representing the producers
of a particular product or group of products.
The conferences in turn are constituent mem-
bers of the British Iron and Steel Federation,
which was set up in 1934 to “supplement the
advantages of private enterprise by the addi-
tional benefits which might be expected to
flow from collective action, based on pooled
information and centralized planning.” Over
the Federation was the Iron and Steel Board,
set up by the government in 1946 to supervise
development, regulate prices, and generally
serve as a vehicle for the public direction of
the industry. Owing to widespread resigna-
tions because of disagreement with the project
of nationalization of the industry, the Board
was wound up in September 1948 and its func-
tions taken over by the Ministry. of Supply.

In compliance with the Labor Party’s elec-
tion pledges of 1945 a bill before Parliament to
nationalize the major segments of the iron and
steel industry will probably become law in
early 1950. What effect the uncertainty as to
the industry’s future ownership may have on
current production and reorganization is dif-
ficult to judge; certainly no lag in production
has yet become evident. Planning for the
longer term modernization and expansion
program may, however, be retarded.

ET

Approved for Release 2025/07/23 C05949319




Approved for Rel ease 2025/07/23 C05949319

48 }:e-ﬁ'r/

Since steel availabilities bulk large in vir-
tually every aspect of the long-term recovery
program, the supply of steel represents a main
limiting factor to the whole recovery effort.
The modernization and expansion of the in-
dustry will take considerable time to show re-
sults. A great deal of the increase in steel-
making for 1948 was due to an uncommonly
successful domestic scrap drive and to releases
from government surpluses. Some falling-off
in these sources of supply is to be expected in
1949, with a resultant increased dependence
upon imported German scrap in the face of
sharp purchasing competition from the US
and other countries. Any marked falling-off
in the supply of scrap could have a drastically
adverse effect upon the steel program, with
resultant repercussions on national economic
recovery.

f. Non-ferrous Metals. ,

Tin was mined in Cornwall in very ancient
times and later, during the Roman occupation,
gold, lead, and copper were mined as well.
Today the mining of non-ferrous metals in
the United Kingdom is of minor importance,
but the British smelting industry which treats
imported ores is of great significance. As con-
sumption of non-ferrous metals grew, the ca-
pacity of United Kingdom smelters was in-
creased, and British capital attained control
of important mineral deposits throughout the
world to ensure sources of supply for the smelt-
ers. Tin is a notable example. Less than
1,000 tons are mined annually within the
country, but roughly half of the world’s
production is controlled by British cap-
ital, chiefly through investments in Malaya,
Siam, Nigeria, and a small interest in Bolivia.
Normally tin concentrates are imported from
Malaya, Nigeria, and Bolivia, and refined tin
is imported from Malaya where British capital
controls the smelting industry. The United
Kingdom ranks second among nations in the
smelting of tin (27,544 long tons in 1947)
and second in consumption (34,584 long ton
in 1947). _ ' , :

- Domestic mine production of lead and zinc
is insignificant. United Kingdom consump-
tion of primary lead was about 180,000 metric
tons in 1947 and of zinc, 225,000 metric tons.
Smelter production of zinc from imported ores

was 69,360 tons in 1947, which is not far from
United Kingdom smelter capacity but the
smelter output of primary lead in 1947 was
only a few thousand tons, yet the lead smelter
capacity is large. British capital apparently
has found the establishment of lead smelters
near the mines more profitable than shipping
ores to the United Kingdom for treatment.
About one-third of the world’s mine output
of lead and one-fourth of the zinc are con-
trolled by British capital.

Smelter production of copper in the United
Kingdom is small and British capital con-
trols only a minor share of world mine output
despite the United Kingdom consumption of
about 360,000 metric tons in 1947.

The aluminum output of the United King-
dom was increased during the war to a peak
of 56,557 metric tons in 1943; by 1947 it had
fallen to 29,401 tons. The industry has high
costs and is operating under government sub-
sidy. Canada is the chief supplier of alu-
minum to the United Kingdom. Bauxite for
the aluminum industry was mined at Antrim
in Northern Ireland in the war years, reaching
107,924 tons in 1943, but no production was
reported in 1947. Small quantities of other
metals are recovered from foreign ores in
smelting operations. .

g. Textiles. v

Though increased competition and the im-
pact of wars and economic depressions have,
since the turn of the century, combined to lose
for British textiles their former predominance
in world trade, they yet remain one of the
main bulwarks of the national economy. The
United Kingdom textile industries in 1948 ex-
ported goods to the value of $1,300 million,
constituting almost one-fifth of the "total
visible exports of the country. About one-
sixth of these textiles went to the US, Canada,
and Argentina, another one-sixth to Western
Europe, and over one-half to the sterling area.
As there is no indigenous production of cotton
in the United Kingdom and only a small
growth of wool, virtually all raw materials
for the industry must beimported. The main
sources of raw cotton since the war have been
Egypt and the Sudan, the US, South America,
and India and Pakistan. Australia, New Zea-
land, and South Africa supply almost all of
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the United Kingdom’s raw wool requirements.
Imports are of considerable volume, the 1948
figures being about 929 million pounds of raw
cotton (1,207 million pounds in 1938), and
about 675 million pounds of raw wool (881 mil-
lion pounds in 1938).

The cotton and wool industries were delib-
erately concentrated during the war into nu-
clear mills, in order to release labor for muni-
tions production. Efforts to get back into the
. industry of the workers thus dispersed have
met with indifferent success, in spite of such
incentives as wage increases and a shortened

work week. Bitter memories of insecurity of

employment, low pay, and unsatisfactory
working conditions have rendered textile man-
ufacture unpopular in Britain. As a result
the industry is badly undermanned. Men and
women employed in textiles as of the end.of
1948 were 289,000 in the cotton and 187,000
in the wool industry, as compared with the
1939 figures of 320,000 and 210,000 respec-
tively. It is estimated that at least 200,000
persons are needed for the efficient operation
of the wool industry alone.

The British textile industry also suffers from
past lack of maintenance and technological
improvement. The machinery and buildings,
as a result of prolonged periods of depressed
conditions, are for the most part both badly
outworn and out of date. In the wool indus-
try, for instance, only 6 percent of the looms
were automatic in 1946 as compared with 70
percent in the US; in cotton, the same percent-
age of automatic looms in Britain compared
with 95 percent in the US. A particularly bad
situation in British cotton manufacturing has
arisen from decades of contracting world de-
mand for its products, coupled with intense
foreign competition. As a result the indus-
try’s effort in terms of looms and spindles in
operation has virtually been halved, with a re-
sultant lowering of morale on the part of man-
agement and labor alike. The industry is pri-
vately owned but it is realized that the task
of rehabilitation and of getting idle machinery
back to work is of such magnitude that gov-
ernmental assistance on a large scale will be
required. The government has, therefore, ap-
proved a plan whereby 25 percent of the cost
of modernization will be state subsidized, pro-
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vided spinning mills are grouped in units of
500,000 spindles and double shift working is
adopted. The cost of the subsidy is estimated
at about $40 millions if the entire industry
qualifies for the grant. By this means it is
hoped that a 30 percent change-over to new
cotton spindles will be reached by 1952. In
the cotton weaving industry it is planned also
to install about 30,000 more automatic looms
before 1952, increasing the production of
woven cotton by 35-40 percent over 1947 and
the export of cotton goods in general by 80
percent. In the interval and before these re-
forms can be achieved, efforts are being made
to increase the productivity of the plants by
reorganizations and to improve the morale
and hence the productivity of workers by
means of a better type of wage piece rate.

The problems of the British wool industry
are much the same as those of cotton except
that high quality products, which are a spe-
cialty of the trade, do not encounter such
competitive difficulties as are found in the
case of cotton. To this extent, therefore, the
industry may be said to be in better long-term
position. It is planned to increase exports of
woolen goods by 1952 up to 60-80 percent over
1947.

In spite of all handicaps, however, the tex-

+ tile industry made some progress in 1948,

showing an over-all advance over 1947 of be-
tween 15 percent and 20 percent; cotton prod-

" ucts increasing by 20 percent and woolen

goods by 18 percent.

The linen and hemp industry of the United
Kingdom is confined to North Ireland and has
long been an important element of the British
textile trade. Before the war, about $36 mil-
lions worth of these goods were exported an-
nually, about 1/10th of all textile exports and
1/40th of all manufactured goods. The bulk
of the flax used in the industry must be im-
ported, and largely owing to a sharp diminu-
tion of the world’s flax acreage to about 60
percent of prewar and a world output of
343,000 tons as compared with 784 000 tons
in 1938, both production and export of British
linen and hemp have fallen off. This is dis-
turbingly reflected in the diminishing export
earnings from the US markets, which have
dropped from an approximate $16 millions in
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1946 to an estimated annual rate of $12 mil-
lions for 1948. The situation is considered so
serious that Belfast has been specially urged
to greater production, reduced prices of fin-
ished products, and increased local production
-of flax. However, farmers in Northern Ire-
land and Ireland have increasingly turned to
the growing of other crops, which are more
easily raised and more profitable, flax being
one of the poorest paying crops on the farm.
If the price paid to growers were raised, flax
acreage would increase, but it is difficult to
see how the price of flax can be raised and yet
the cost of linen be reduced.

Great reliance is being placed on the future
of the synthetic fibre industries which, in con-
trast to cotton and wool, are relatively new,
exceedingly vigorous, and have been expand-
ing rapidly. Rayon output is expected to in-
crease to some 200,000 tons in 1953, whith
should make the United Kingdom almost en-
tirely independent of imports of industrial
yarns from dollar areas. Plans are also in
hand for developing new synthetics such as
terylene, which is highly resistant to chemi-
cals and moisture, and ardil made from the
residue of peanuts.

General postwar conditions resulting in
widespread demand for textiles, together with
the complete collapse of Germany and Japan
as commercial rivals, have presented Britain
with a golden opportunity to regain something
of its former position in the textile field gener-
ally and particularly in that of cotton. The
immediate problem of the industry is to turn
out a sufficiency of yarn and cloth to meet
this demand. In its attempt to achieve this
aim, however, the industry faces many difficul-
ties. The rate of labor recruitment must
be much accelerated to reach the required
525,000, and greater efforts made to increase
the popularity of the industry for the future.
The supply of machinery necessary to the ren-
ovation of the home industry is also handi-
capped by steel shortages and by the demands
of the export program, which claim about 80
percent of new textile machinery manufac-
tured in the United Kingdom. An extra bur-
den thrust upon the industry since the war is
that of increasing cost. Prices of cotton from
Egypt, at present the major source of supply,
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asone example,increased by about 100 percent
within the year June 1947-1948.

h. Engineering.

The manufacture of machinery has tradi-
tionally been a specialty of the British who
produce a wide variety of types, including ag-
ricultural, textile, and electrical machinery;
prime movers; boilers and boiler-house plant;
machine tools; cranes, hoists, and other lifting
machinery; also a wide range of vehicular
manufactures, including automobiles and
trucks, locomotives, and railroad cars.

Conditions in the British engineering in-
dustry in the inter-war years were on the whole
static. The relative depression suffered in the
1920’s by the older industries, machinery and
prime movers employing coal and steam, tex-
tile machinery, etc., was offset by the solidity
of the domestic market and the expansion of
the relatively new lines such as electrical ma-
chinery and automobiles. This condition of
comparative economic health, with the expan-
sion and activity of the Second World War
years, has resulted in less depreciation than
that experienced by other basic British indus-
tries. The degree of postwar recovery has .
been encouraging; 1947 showed an increase by
volume of mechanical and engineering produc-
tion of 37 percent above 1938 and in tools and
implements of 40 percent over 1938. The in-
dustry enjoys a sufficiency of manpower but
is suffering gravely from the universal short-
ages of steel and energy, both coal and elec-
tricity.

Engineering products are directly involved
in virtually every phase of the British recovery
effort. Besides assisting in the mechanization
of home agriculture and the rehabilitation of
the domestic industrial and public utility
plants, machinery is one of the groups upon
which the export drive depends. In mid-1948,
36 percent of all United Kingdom machinery
production was exported, as compared with
28.5 percent in 1938. Exports of all engineer-
ing products at the end of 1948 are over twice
the level of 1938 and account for about 40
percent of the United Kingdom’s total visible
exports. Increases of exports of various types
of machinery and engineering products, with
the exception of motor vehicles, are shown in
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the following table; monthly averages in thou-
sand of tons:

motor vehicles has increased from 15-20 per-
cent prewar to 70 percent in 1948 when they
were the largest individual export item of the

Agricultural machinery Ii ';8 Iif ﬁif United Kingdom, with an garned overseas cur-
Boiler & boiler plants 4.7 6.6 5.4 rency total of £146 million (584 million).
Cranes & hoists 16 32 36 The main overseas markets for British motor
Electrical machinery 37 58 6.2 vehicles since the war have been (in the order
Machine tools (metal working) 2.0 45 43 f their 1948 importance) Australia, US, Bei-
E:;Tiel emxg;?:;sirfg;t electrical) 2:3 2:2 3:2 gium, South Africa, India, Canada, New Zea-
Railway locomotives 20 32 34 land, and Portugal. Increased exports since
Railway wagons 37 55 6.7 the war are shown in the following table:
(Volume in Thousand unils) (Value in £ million)
1938 1946 1947 1948+
Vol Val Vol Val Vol Val Vol Val
Australia 3.1 0.3 15.1 2.1 19.2 35 24.6 8.1
USA .. .. 1.1 0.2 11 0.3 21.0 4.9
Belgium 0.5 0.1 38 1.0 12.2 3.5 170 48
South Africa 35 0.6 4.9 1.3 9.5 2.5 16.7 4.7
India 2.9 0.4 5.5 1.4 11.2 3.2 13.9 37
Canada 0.6 0.5 0.7 0.2 1.9 0.5 12.2 2.9
New Zealand 13.3 1.6 7.7 1.6 143 34 9.2 24
Portugal 0.6 0.1 2.3 0.6 4.5 13 7.1 1.9
Total 245 3.6 411 8.2 74.9 183 121.7 334

* Volume and Value for 1948 estimated on basis

It was anticipated that, by the end of 1948,
the exports of the engineering industry should
attain a volume of 230 percent of 1938. Im-
ports of machinery are rigidly controlled, be-
ing permitted only if the potential user can
justify his requirement. In 1948-49, however,
licensed import requirements are expected to
amount to about $175 millions, of which about
$140 millions represents dollar expenditure.
It is anticipated that this constitutes a peak
and that a steady decline in import require-
ments will take place in the future.

The performance of the motor vehicles in-
dustry in the export drive is particularly
notable, being in the second quarter of 1948
265 percent in volume above the 1938 level
and in excess of the end-1948 target of 263
percent. This thriving industry, which is just
50 years old in 1948 and is the fourth largest
in the country, is concentrated chiefly in the
Midlands; it consists of about 50 firms of vary-
ing sizes with a combined annual capacity of
between 700,000 and 750,000 units and employ-
ing about 175,000 operatives. Production of
passenger cars in 1948 was 328,000 and of com-
mercial vehicles 170,000. The exported pro-
portion of the total annual production of
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of 9 months’ figures.

The success of the export program of the
motor vehicles industry, like so much else in
postwar Britain, is linked to steel. The in-
dustry is allocated about 4 percent of the na-
tional steel production as compared with an
annual prewar consumption of 7 percent. Al-
though the world demand for motor vehicles is
still far from satisfied, the British motor indus-
try will probably encounter increased foreign
competition and the handicap of mounting do-
mestic costs of production, and it is unlikely to
hold to its present height of 70 percent of total
production consigned for export. The US and
Canadian markets are particularly vulnerable
as domestic production begins to meet home
demand; however, an encouraging foothold
has been gained and the British will undoubt-
edly take every effort to hold such lucrative
markets.

Engineering is counted upon to play a major
role in the modernization and expansion of
British indusfry in general and in the mecha-
nization of agriculture in particular. Output
of tractors in 1948 was 117,000, of which 50,000
were for export, as compared with 58,000 pro-
duced in 1947 and 10,000 prewar. Combine
harvesters, at an annual rate of over 1,000,
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have nearly tripled the production of 1947,
while potato spinners and milking machines,
with production rates of nearly 7,750 and
10,400 respectively, were both nearly half as
big again as in 1947. To meet internal de-
mands and also to provide the equipment with
which the expanded national export targets
" ¢an be met, a capital investment in the indus-
try of $2,600 millions is planned for 1949-50.
Besides -filling the demands of the. domestic
program, the engineering industry is being
asked to maintain and in some cases to expand
its volume of export. Demand, both foreign
and domestic, for machinery and capital
equipment is such that, given adequate sup-
plies of steel and fuel, the engineering indus-
try should be able to meet its requirements.
Increasing costs of producing and resurgent
foreign competition may, however, cause dif-
ficulties in maintaining the export targets.

1. Chemicals.

Britain is now the world’s second chemical
producing country (the US being the first),
having supplanted Germany during World
War II. The industry possesses, in its more
modern aspects, highly efficient producing
units, a large corps of skilled labor, and abun-
dant potential resources of coal. It is domi-
nated by the Imperial Chemical Industries,
by far the largest organization in the field,
which with numerous subsidiaries abroad
participates in a number of cartels. ICI ex-
changes process rights with Dupont de
Nemours.

Chemicals constitute one of the major ex-
ports, being third in value after machinery
and vehicles. Advances both in value and
volume of exports have been impressive; from
$89 millions in 1938 to $336 millions in 1948
and in volume to 57 percent above 1938. By
1952 it is hoped that the volume will be some
90 percent above 1938. In the prewar period,
the British chemical industry, through cartel
agreements, sought to maintain the United
Kingdom, the Dominions and the Colonial
markets as its exclusive preserve, and suc-
ceeded at the price of virtually excluding it-
self from American and European markets.
Since the war the British have retained this
pattern of trade; about 69 percent of all Brit-
ish chemical exports are directed to these tra-
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ditional markets. As domestic production in-
creases, however, it is to be expected that ef-
forts will be made to invade the European
fields vacated by the collapse of the German
chemical industry. | ’
With a few exceptions, such as coal, salt,
and limestone, the United Kingdom chemical
industry is dependent upon imports for all
raw materials, and particularly for sulphur
and pyrites (the raw materials for sulphuric
acid), phosphate rock, potash, and carbon
black. Large amounts of organic chemicals,
molasses (from which the United Kingdom
produces much of its industrial alcohol re-
quirements), solvents, alcohols, and a wide
variety of oil derivatives have in the past been
imported from North America, as well as ma-
terials for the expanding plastics industry, the
resultant costs averaging over $60 million a
year. In addition, about 5 percent of special-
ized dyestuffs required by British industry

have been imported, principally from the con-

tinent of Europe.

Britain has undertaken an ambitious plan to
increase production in nearly all branches of
the industry; organic chemicals, plastic mate-
rials, dyestuffs, and basic chemicals (particu-
larly alkalis). Output of plastics by 1952 is
expected to be three times that of 1938. Pro-
duction of dyestuffs will be about 30 percent
and of soda ash about 40 percent above 1947.
Prospective production of nitrogenous ferti-
lizer, of which the United Kingdom is the third
largest supplier, is to be sufficient for the in-
creased home demands of the agricultural ex-
pansion program and will also leave a surplus
for the maintenance of the lucrative and long-
established export trades to the Common-
wealth and the Far East. The United King-
dom is one of the two countries which are on
an export basis for nitrogen, of which there is
a world shortage. An-increase in the produc-
tion of superphosphates is planned. It is also
hoped that the proposed -expansion of domestic
oil refinery will lead to the development of a
thriving petroleum chemical industry in the
United Kingdom, and plants are already under
construction. By these means, it is expected
that, in 1952, virtually all chemical imports
can be eliminated and exports sharply ex-
panded. ~
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The cost of these developments is expected
to be in the neighborhood of $800 millions.
The success of the plan, like that of the ma-
jority of Britain’s anticipated expansion proj-
ects, appears to depend upon adequate sup-
plies of fuel and of constructional steel.

j. Shipbuilding.

Britain has led the world in the construc-
tion of ships except for brief periods during
the two wars, when its position was taken by
the US, and in 1937 and 1938, when its por-
tion of the total world’s shipbuilding fell to
34 percent. In 1948 the United Kingdom ac-
counted for nearly 55 percent of the world’s
production of merchant ships. British ship-
building labor is exceptionally skilled, and,
before the war, produced the highest weight of
hull structure per man in the world. The
shipbuilding plant is concentrated on the
Firth of Clyde in Scotland, on the Mersey
and Tyne estuaries in northern England, and
at Belfast in northern Ireland. Because of
technical improvements and rationalized or-
ganization of yards the annual capacity of the
industry is now estimated to be about 3 mil-
lion d.w. tons, about one-third more than in
1939.

At the beginning of 1948 British yards had
in hand a greater volume of work than at any
time in the past quarter century. Vessels on
the ways, being fitted out, or on order aggre-
gated approximately three and three-quarter
million gross tons, requiring at the present
rate of production more than three years’
work. When this program is completed Brit-
ain’s wartime losses of about two million gross
tons will have been more than made good.
Because of persistent shortages of steel, which
represents about 80 percent of the materials
used in shipbuilding, and lack of timber, the
industry is operating at about 65 percent of
capacity. Once the load of wartime repairs
and reconversions is lightened and greater
supplies of timber and steel are available, this
rate of production could be quickly increased.
Emphasis of present construction is on tank-
ers to carry Britain’s expanding oil trade, as
well as to fill large numbers of orders for for-
eign account; the British tanker fleet at the
end of 1952 should be 6,300,000 gross tons.
There is also.a marked increase in motor ships

at the expense of steamers, a technological
improvement neglect of which contributed
heavily to the decline of British shipping be-
fore the war. The construction program,
which is limited more by the availability of
steel than by the capacity of the yards, will
require an investment by the shipbuilding in-
dustry of between $200 and $250 millions a
year to 1952.

The main threat to the attainment of antici-
pated targets and to the future of British
shipbuilding in general, apart from the con-
tinuing steel shortages, lies in the probable
foreign competition, chiefly from Scandinavia,
the Netherlands, and Italy. In the face of
this challenge, the high cost of British ship-
building, estimated at from two and one-half
to three and one-half times prewar, will prove
an increasing handicap. A longer term prob-
lem is posed by the possibility of a large sur-
plus capacity in the industry in the early
1950’s, when total world requirements for new
ship construction have been estimated as
slightly less than 2,500,000 tons per year.

k. Building and Construction.

During World War II about 4% million of
the 1939 total of 13 million houses in Britain
were damaged or destroyed by enemy action.
Of this impressive total about 460,000 were
either totally destroyed or rendered uninhabit-
able. Total physical destruction in the United
Kingdom is estimated at about $6,800 millions.
More serious even than war damage, however,
was the virtual cessation of building during
the war years and the reduction to a minimum
of normal repair and maintenance work. The
number of houses completed in 6 war years
did not exceed 200,000, of which 36,000 were in
Scotland, as compared with a 1938 rate of
construction of 346,000 houses in England and
Wales and 26,000 in Scotland. At the end
of the war the immediate housing needs in
Britain were estimated at 14 millions, of
which 750,000 were required to give separate
homes to such families as needed them and the
remaining half million to repiace the worst
of substandard housing.

Since the end of the war the Ministry of
Health has been conducting a vigorous build-
ing program. In view of the serious shortage
and its hampering effect on the mobility of
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labor the governmental policy has been to con-
centrate upon the building of houses to let at
reasonable rents for families in the greatest
need. All new construction and repair work
is under government license. ILocal authori-
ties are the main instruments of carrying out
the program, operating through private con-
tractors. In order to stimulate construction,
and to keep costs low, the Treasury subsidizes
the local authorities; a special subsidy is
granted in the case of new houses intended for
agricultural workers. Local authorities have
an allocation as to the number of houses that
can be built in their areas and, to prevent spec-
ulation, only one house out of every four may
be allocated to a private builder.

Although the building industry has not suf-
feredfrom lack of manpower, there being some
540,000 men employed in mid-1948 as com-
pared with a prewar figure of 350,000, there
have been serious and chronic shortages of
material, notably in timber (virtually all im-
ported), in fabricated steel and in clay prod-
ucts. In spite of these difficulties, however,
the original short-term target of 750,000 new
houses by the end of 1948 was more than at-
tained, and it is proposed to continue a rate of
construction of about 200,000 units a year
until arrears are made up. Within this pro-
gram preference will be given to construction
in agricultural and mining areas to facilitate
recruitment; the housing needs of such indus-
tries as steel and chemicals, which are sched-
uled for wide expansion, will also be consid-
ered. Under the terms of the Town and Coun-
try Planning Act of 1944, which confers upon
local authorities the right to buy certain areas
as desired, and to pay compensation on the
basis of 1939 values, the government is also
hoping to rebuild whole communities in an
hygienic and economic fashion, whereby slums
may be eliminated and populations relocated
where necessary.

Damage done to industrial establishments
was also extensive, necessitating widespread
repairs, as well as the construction of new fac-
tories. Since one of the aims of the Labor
Government is a balanced distribution of in-
dustry, these new factories, whenever possible,
are being erected in what were the so-called
“Depressed Areas” of Britain. These areas

T

were often devoted to only one industry and
thus were peculiarly susceptible to trade de-
pressions. In South Wales, Northeast Eng-
land, and part of Scotland the government has
offered private owners many inducements to
build new and diversified plants, authority to
this effect having been given by Parliament
in the Distribution of Industries Act of 1945.
The Development Areas, as they are now
called, with about one-fifth of the total popu-
lation, have been allocated about three-fourths
of the new factories. These new factories are
expected ultimately to provide work for some
219,000 people and to cost about $240 millions,
of which about one-half is represented by gov-
ernment-financed building.

7. Finance.
a. Currency and Banking.

The Bank of England, which was established
by Royal Charter in 1694, is the central bank
of the country. On behalf of the government
it manages the National Debt, administers the
Exchange Control Regulations, and manages
the Note Issue, the profits of the last named
being paid to the Treasury. It is also the
banker of all British banks and most over-
seas central banks; but it no longer under-
takes new commercial business.

The Bank of England was nationalized on 1
March 1946 and the capital stock is now held
by the Treasury, the former owners of the
bank’s stock being paid £58.2 millions. Few
changes in the operating practices of the bank

-have been made and the previous harmonious

relations with the Treasury are continued.
The Board of Directors, however, which oper-
ates under a Governor and is appointed from a
wide field of representatives of finance and in-
dustry, has been reduced in number from 24 to
16. Under the new law, the government has
gained greater direct control over credit. The
Bank of England has been given statutory
powers to request information and make rec-
ommendations to other banks if this seems
necessary in the public interest, and if au-
thorized by the Treasury, to issue directions
to ensure that such requests are met and its
recommendations complied with. Thus, while
only the Bank of England has been national-
ized, an additional degree of public control
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can be exercised over the whole banking sys-
tem if circumstances require it. One innova-
tion introduced under nationalization is the
publication of an annual statement in addi-
tion to the weekly statements published here-
tofore.

Commercial banking in England is in the
hands of the so-called Big Five, a group of
private banks which covers the country
through an extensive branch banking system,
a characteristic of English and Scottish bank-
ing which is in contrast to the prevalent prac-
tice in the US. The commercial banking sys-
tem of Scotland eonsists essentially of eight
banks of roughly equivalent size and influence,
all with branch offices throughout the coun-
try. In British banking the elaborate regu-
latory structure existing in the US is alto-
gether lacking. No fixed proportion of de-
posits is required to be kept on deposit with
the Bank of England. In practice, British
banks keep an amount on deposit with the
Bank of England dictated solely by prudence
and experience. As a consequence, there is
no control of credit by the manipulation of re-
serve requirements.

Britain’s great productive capacity, export
markets, imports of raw materials and food-
stuffs from all corners of the world resulted in
the early development of a banking system
specializing in overseas transactions in the
form of capital investments throughout the
world and the financing of foreign trade.
London was for generations the world’s money
market, its international clearing house, and
the main source of capital not only for the
Empire but for the rest of the world. Many
countries of the world have pegged their cur-
rencies to sterling, conduct much of their for-
eign trade in sterling, and hold a large por-
tion of their monetary reserves in sterling.
This voluntary and informal grouping of coun-
tries whose trade is conducted mainly in ster-
ling and whose financial ties to sterling are
strong was known in the early 1930’s and until
the outbreak of World War II as the sterling
bloc. After the outbreak of hostilities in
Europe in 1939 the sterling bloc became a more
formal association necessitated by the war,
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and its membership consequently changed.
Many features of the sterling bloc remained as
characteristics of the wartime sterling area—
the close commercial ties, the prewar pegging
of currencies to sterling, the sterling balances
held in London, and the common reserve.

The main points of difference between the
prewar sterling bloc and the wartime sterling
area were the formal definition of membership,
limited membership, the system of strict ex-
change control, the limited convertibility of
sterling, and the special arrangements con-
trolling the financial relationship between the
sterling and the non-sterling countries. The
sterling area operated, in fact, as a single
financial unit for exchange control purposes.
London acted as a single clearing house
through which member countries conducted
their business. An exchange pool, often called
the “dollar pool,” was maintained in London.
Member countries paid in specified currencies,
particularly dollars, to this pool, receiving
sterling in return. Essential purchases from
outside the sterling area were financed by
drawing from the pool.

The present sterling area has some charac-
teristics of the prewar bloc, some which were
carried over from the wartime sterling area,
and some which reflect postwar commercial
and financial difficulties. Characteristics of
the present sterling system are: (1) the basic
close commercial and financial ties within it,
including the holding of monetary reserves in
sterling, and the close relationship of cur-
rencies of sterling area countries to the pound
sterling; (2) the coordinated system of import
and exchange controls, the limited foreign ex-
change resources, the large sterling balances
held by sterling area countries, and the spe-
cial arrangements controlling the financial
relationship between sterling and non-sterling
countries, including contribution to the dollar
pool, which are the results mainly of war and
postwar conditions. Since the countries of
the sterling area, with the exception of the
Union of South Africa, hold very little gold,
their sterling assets form the bulk of their
currency reserve and London is their main
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source of gold and foreign exchange require-
ments.*

The central gold and dollar reserves of the
sterling area (excluding reserves held sepa-
rately by individual countries which are negli-
gible except for those of South Africa) were
reported by the Treasury as of 13 January
1949 to be £457 millions, as compared with £864
millions at the end of August 1938. The addi-
tion, however, of some £90 millions of ECA aid,
allocated but not yet transferred as of that
date would make the effective reserves £547
millions, a figure slightly above the announced
irreducible minimum of £500 million.**

Although the British Government financed
about 55 percent of its war effort by taxation
and non-inflationary borrowing, the tremen-
dous increase in expenditures of the govern-
ment caused a large inflationary expansion in
- incomes. A doubling of bank deposits and a
great expansion of small savings left the econ-
omy at the end of the war with a huge increase
of purchasing power. Average monthly de-
posits in the British clearing banks rose from
£2,277 millions in 1938 to £5,650 millions in
1947. 1In October 1948 they passed £6 billions
for the first time in their history. In addition,
a continued state of full employment, coupled
with ambitious export and capital programs,
caused an excess of currently-generated con-
sumer purchasing power. Money in circula-
tion increased steadily from £635 millions in
1938 to £1,519 millions in 1945 and to £1,682
millions in 1947.

The increase of money in circulation in 1947,
however, to about 21, times the 1938 figure
compares favorably with the increases of some
of the other nations which experienced the
war; Belgium to 3% times 1938, Norway and

* Members of the Sterling Area, as defined by the
United Kingdom Treasury are: the United King-
dom, Eire, Australia, New Zealand, India, Pakistan,
the Union of South Africa, Ceylon, Southern Rho-
desia, British dependent territories, protectorates,
and protected states; and the non-British countries
of Burma, Iraq, Icelahd, Kuwait, and the State of
Bahrein.

** At the end of September 1949, the gold and
dollar reserves had fallen to £351 million.

the US about 5 times each, and France almost
9 times 1938.* Rigorous control over prices,
a rigidly enforced system of rationing, and al-
location of raw materials prevented a run-
away inflation although they did not avert
eventual price rises and a constant pressure
upon the control mechanism. The index of
wholesale prices (1938=100), annual average
rose to0 166.7 in 1945, 189.1 in 1947, and 216.2.in
1948. By the use of subsidies the government
succeeded in holding the advance in retail
prices of food to 8 percent to the end of 1948
and kept the level of rentals stationary, but
the over-all index of retail prices for December
1948 showed an advance of 5 points over De-
cember as compared with 1947, with an in-
crease of 4 points in wages over the same
period. '

The government’s close preoccupation with
the inflationary problem is reflected in the
fiscal policy of Sir Stafford Cripps, which also
demonstrates the close integration of fiscal
measures with the wider economic situation.
Britain’s worst problems are those of the ad-
verse balance of payments; ‘an injudicious
monetary policy would permit inflationary
pressures to drive up the price of British goods
which, in turn, would have an adverse effect
on overseas markets and cut down the level
of exports. The main purpose, therefore, of
the government’s fiscal program is to “create
a real and substantial surplus which more
than provides for all governmental expendi-
tures, capital and current, and leaves over a
balance to be used to counter the inflationary
pressure.” The surplus is to be gained chiefly
from tax revenues (which have the added ad-
vantage of withdrawing additional purchasing
power from the public), a decrease in ordinary
expenditure, and a tapering off of extraordi-
nary postwar expenditure. A unique feature
of the 1948-49 budget was the tax on 1947-48
income from investments which, in the case
of the higher income brackets, amounted to
a disguised capital levy. In order to encour-
age greater production on the part of wage

earners there has been a moderate shifting

of the tax burden from direct taxation, chiefly

"* An analysis of the effects of the veldc'ity of
circulation is not attempted in this report.
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derived from income taxes, to indirect, mainly
customs and excises. An important element
of the annual expenditures, both because of its
size (£485 millions in 1948-49) and purpose, is
the food subsidy. The expenditures on sub-
sidies are defended by the government on the
ground that they prevent inflation by restrain-
ing the demand for increased personal income
to meet the increased cost of living that would
otherwise arise. The government’s hopes of
attaining its desired budgetary surplus were
jeopardized by the possibly increasing expendi-
tures of the rearmament program, which was
initiated in September 1948; by the costs of
the government-sponsored health services,
which are running higher than anticipated;
and by the increased costs of the food sub-
sidies. Nevertheless, revenues likewise ex-
ceeded expectations and the 1948 surplus was
achieved.

The net National Debt of the United King-
dom in 1948 is estimated at nearly £26 billions,
down about £10 millions from 1947. The debt
amounts to about £500 per head of population
and calls for an annual service charge of about
£500 million. The external or foreign portion
of the National Debt is estimated at £1,556 mil-
lion for 1948, which includes the US Loan of
1946 of $3,750 million, Canadian Loans and
Credits of about $1,500 million, and the South
African Gold Loan of an amount equivalent
to $320 million. An added external obligation
of the United Kingdom consists of the Sterling
balances, accumulated during the war period
from sales of goods and services to the Brit-
ish and from the sale of dollars and other cur-
rencies contributed to the foreign exchange
pool by members of the sterling area. They
were estimated in December 1947 to amount
to some £3,675 millions, having advanced to
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this figure from £250 millions, prewar; of this
total India and Pakistan alone hold over
£1,000 millions. It is the contention of the
United Kingdom that these balances represent
a joint contribution to the war effort and as
such should be liberally scaled down, if not
written off entirely. This view, however, is
not shared by the creditor nations. Pending
a final settlement of the matter, as stipulated
under the terms of the Anglo-American Loan
Agreement of 1946, the United Kingdom has
frozen many of the larger balances in special
accounts, although releases of certain portions
of them for current expenditures are mutually
agreed upon from time to time.

b. The Balance of Payments.

The supreme problem of British postwar
economic planning is to restore the balance
of payments to such a position that the stand-
ard of living can be maintained without bor-
rowing from other countries. So central is
this problem that the degree to which it has
been solved has been accepted as a rough in-
dication of the degree to which postwar recov-
ery has been achieved.

The importance of the balance of payments
to Britain arises from the nature of the Brit-
ish economy, which, as has been described
above, depends to a very great degree upon
international trade in the absence of an abun-
dance of natural resources at home. For many
years the United Kingdom, as an international
creditor, had shown deficits on balance of mer-
chandise trade; these deficits had been more
than made up by income derived from foreign
investments as well as from the earnings of
shipping, banking, and other services. Some
of these surpluses were customarily invested
overseas, and swelled the annual returns of
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income. The rise and decline of Britain’s
annual balances of payments are shown in
the following table: ($ millions). '

Period Merchandise Trade
(balance)
(=)
1870-74 244.8
1875-80 482.8
1881-85 414.0
1886-90 373.2
1891-99 595.2
1900-04 747.6
1905-09 622.0
1910 636.0
1913 632.0
1938 1208.0
1946 816.0
1947 1764.0
1948* 872.0
(—) =deficit

* Provisional

At the conclusion of World War II and the
termination of Lend-Lease the United King-
dom faced a crisis in its balance-of-payments
position. The acute postwar food shortage
was much intensified in 1947 by the failure of
the European crops which forced world prices
to unprecedented levels. As the world’s great-
est food importing country the United King-
dom was the chief sufferer and by mid-1947
the average f.o.b. price of imports was about
30 percent higher than at mid-1945. This
universal food shortage, outside of the Ameri-
can continent and particularly in Europe, in-
tensified the world shortage of dollars and the
difficulty of husbanding dollar reserves. Also
the expansion of British production and ex-
ports, which had been most encouraging in
1946, was sharply checked by the fuel shortage
brought on by the winter of 1946-47, which was
the worst within living memory. To meet
these accumulated emergencies, the United
Kingdom, had, in addition to a reduced earn-
ing capacity in visible exports, a greatly di-
minished income from overseas investments
and such invisible exports as shipping and
banking services. An additional postwar
strain was the large increase in governmental

expenditure abroad on such responsibilities as
occupation troops, etc.; the amount in 1947
was $944 million, having advanced to this fig-

Invisibles Balance
(Service & Investment
Income)
+)
488.0 243.2
498.0 15.2
533.6 119.6
656.8 283.6
719.2 124.0
832.8 85.2
1060.0 438.0
1248.0 612.0
1356.0 724.0
928.0 — 280.0 (deficit)

—704.0 (deficit)
—756.0 (deficit)
392.0

—1520.0 (deficit)
—2520.0 (deficit)
— 480.0 (deficit)

ure from $724 million in 1946 as contrasted
with $64 million in 1938.

The efforts of the US and Canada to help
Britain meet the immediate postwar crisis by
means of loans aggregating $5 billions were
only partially successful and were achieved
only at the price of the premature exhaustion
of the loan. The United Kingdom’s deficit on
current account for 1947 was £630 million, an
equivalent of $2,520 million. Assisted by ECA
aid and due to the great efforts and self-
denial of the British people themselves in hold-
ing down imports and expanding exports a
remarkable recovery in the balance of pay-
ments for 1948 was achieved. The adverse
balance for 1948 as a whole was £120 million,
and for the last six months a small surplus of
£30 million was developed. Even so the
United Kingdom cannot yet pay for its pur-
chases from the Western Hemisphere by earn-
ings from there, either by means of direct ex-
ports or through triangular trade. The
dollar deficit, while encouraging as compared
with the £655 million of 1947, was still large
at £186 million for the first half and £125
million for the second half of 1948. This
deficit was met in part by ECA aid which
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amounted to $1,263 million gross for the fiscal
year 1948/49. It must be noted, in this con-
nection, that the United Kingdom in the fiscal
year 1948/49, under the European payments
scheme, made available to other participating
countries drawing rights in sterling to an
equivalent of $312 million gross. In view of
these circumstances it is apparent that the
United Kingdom is now “paying its way” in
the world generally, but that, nevertheless,
the continuing dollar deficit constitutes the
gravest problem faced by the British econ-
omy.*
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the British considerable bargaining power in
international economic negotiations.

The major class of UK imports is that group
comprising food, drink, and tobacco, which
in 1948 accounted for 42 percent of the total
imports, a decline from the prewar figure of
47 percent which reflects the British program
of austerity and efforts towards self-suffi-
ciency in food. The group comprising raw ma-
terials (which includes such items as timber,
raw cotton and wool, paper-making materials,
rubber, and non-ferrous ores and scrap), on

Balance of Payments on Current Account (£ million)

1938 1947 .1948
Payments: Jan.-June July-Dec.
Imports (f.0.b.) Provisional
(a) Food and feedingstufls 719 421 390
{h) Animals and seeds 26 11 14
(c) Raw materials 517 303 311
(d) Tobacco 30 18 21
(e) Petroleum 78 62 61
(f) Machinery and vehicles 87 29 23
(g) Other imports 84 52 52
Total 835 1,541 896 872
Receipts:
Exports and Re-exports (f.0.b.) 533 1,100 730 820
Invisibles (net) +232 — 189 4+ 16 4 82
Surplus (+) or Deficit (—) on
Current Account — 70 — 630 —150 + 30

8. International Trade.

Lack of natural resources in the islands
has obliged the United Kingdom .to import
from abroad a significant part of the food
and a major part of the raw materials neces-
sary to the sustenance and livelihood of its
population. The cost of these imports is met
by the earnings of British exports, both vis-
ible and invisible. A large and diversified
overseas trade, therefore, is of the first im-
portance, not only to the British themselves,
but also to Britain’s many trading partners.
Britain’s 1938 imports amounted to about 18
percent of the world’s total and exports to
about 12 percent; corresponding figures for
1948 were 15 percent and 13 percent. The
size and significance of the UK market gives

* For a later view of the situation see ORE 79-49
“US Security and the British Dollar Problem” (Con-
fidential), 31 August 1949.

the other hand, has risen from 27 percent of
the prewar total to 33 percent in 1948. The
remaining 25 percent in 1948 consisted almost
wholly of machinery and processed materials
for industry. Value of 1948 imports was
£2,080 millions, over twice the 1938 figure of
£919 millions and £285 millions more than the
1947 figure. Inasmuch as the volumes of 1947
and 1948 imports, however, were only 78 per-
cent and 81 percent respectively of 1938, these
increases in total value are due almost en-
tirely to price increases.

The chief export of the United Kingdom
remains manufactured goods; these have ad-
vanced from 77.6 percent of the total in 1938
to 86.8 percent in the fourth quarter of 1948,
of which metal manufactures were 48.0 per-
cent, textiles 21.0 percent and other manufac-
tures 17.8 percent. The most important
changes in exports between 1938 and 1948
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have been the increase in machinery and the
decrease in coal.

Description Percent of Total Exports
1938 1947 1948

Machinery 123 15.9 16.0
Vehicles (including locomotives,

ships, and aircraft) 9.5 14.8 154
Cotton yarns and manufactures 10.6 6.8 8.3
Iron and steel and manufactures

thereof 8.9 7.4 6.7
Woolen and worsted yarn and

manufactures 5.7 5.1 6.0
Miscellaneous articles wholly or

! mainly manufactured 6.1 6.1 5.7
Chemicals, drugs, dyes, and

colors 4.7 5.9 5.3
Electrical goods and apparatus 2.9 43 4.6
Coal 7.9 0.2 25
Other metals 44 6.6 6.1
Other textiles 5.2 79 6.2
Other manufactures 1.3 7.1 6.7
All others 145 119 10.5

100.0 100.0 , 100.0

Principal markets for some of the important
export groups above were as follows:

Machinery
Passenger cars
Iron and steel

India, Pakistan, Australia

Australia, United States

Union of South Africa, Australia,
Argentina, Iran

British West Africa, Australia

Canada, Union of South Africa,
United States

Cotton textiles
Woolen textiles

There was a marked increase over 1947 in
exports to the US of machinery, passenger
cars, and textiles. The total value of the
United Kingdom exports and re-exports in
1948 was £1,648 millions as compared with
£532 millions in 1938 and £1,198 millions in
1947. Export volume in 1948 was at a rate
of 136 percent of 1938, as compared with a
rate of about 109 percent for 1947,

"The efforts of the British to balance their
overseas trade are seen in the ratio of exports
to imports, which has increased from 58 per-
cent in 1937 to 79 percent in 1948. Neverthe-
less, the amount of the adverse balance in 1948
(£432 million) was not substantially reduced
from the 1937 level (£446 million), because of
the larger totals involved, reflecting higher
prices.

The factor in the trade position which is
most difficult to control is that of the terms
of trade, that is, the relation between import

S
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and export prices, which, for Britain, amounts
to the relation between primary commodity
prices and the prices obtainable for manu-
factured goods. The rise in primary com-
modity prices during the last decade has out-
stripped the rise in prices of manufactured
goods. As prices turn down, the customary
lag of prices of manufactured goods behind
primary commodity prices will tend to allevi-
ate the “terms of trade” problem. On the
other hand, competition developing among
British, American, German, and Japanese
manufactured goods will have a depressing
effect on British export prices.

The United Kingdom is hoping to narrow
the adverse balance of trade in 1949-50 by
advancing the year’s volume of exports to 155
percent of 1938 and holding imports to 83 per-
cent of 1938. The import program calls for
a larger proportion of industrial raw ma-
terials and a smaller proportion of food. Con-
sumerliving standards in Britain will be raised
only slightly, and then only if warranted by
increases in domestic production. The
United Kingdom first estimated its ERP needs
for the year 1949-50 at $940 million (76 per-
cent of the 1948-49 allocation) to meet the
dollar deficit still remaining.

a. Pattern of Trade.

The overseas trade of the United Kingdom
is very widely diversified, extending to vir-
tually every country and quarter of the globe.
Imports in 1938 were fairly evenly divided be-
tween the Western Hemisphere, accounting
for 32 percent of the total, the sterling area 31
percent, Western Europe 23 percent and other
countries 14 percent. Exports were predomi-
nantly to the sterling area, which received
about 48 percent of the total. Beforethe war,
the United Kingdom normally incurred defi-
cits with the Western Hemisphere and Europe
which were offset by net foreign exchange
earnings with the rest of the world, gained
by invisibles rather than trade surpluses. Its
ability to maintain this position depended
upon the existence of a general pattern of
multilateral payments throughout the world.

The 1938 pattern of import trade was badly
distorted by World War II, which led to an
unhealthy dependence upon imports from the
Western Hemisphere. While the proportion
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of imports from the sterling area for 1947
was sustained as compared with 1938, that of
imports from Western Europe was down about
30 percent and the percentage of imports from
the rest of the world was virtually halved.
In the latter connection, trade with Eastern
Europe, which in 1938 accounted for 7.5 per-
cent of all United Kingdom imports and 8.2
percent of all its exports, had declined in 1947-
48 to 3.3 percent of imports and 4.3 of exports.
Percentage of imports from the Western Hem-
isphere rose from about 32 percent of the total
in 1938 to 46 percent in 1947. Changes in
" the postwar pattern of United Kingdom world
trade are shown in the following table:

United Kingdom Imports and Exports 1938 and 1947

Imports Ezxports
Destination 1938 1947 1938 1947
Western Europe 23.0 15.0 25.7 24.4
Western Hemisphere  32.0 46.0 17.5 15.5
USA (12.8) (16.5) ( 43) ( 4.3)
Canada (86 (13.00 (47 (3.8
Other Western
Hemisphere (11.6) (16.5) ( 83) ( 7.4)
Sterling Area 31.0 31.0 44.7 48.2
Rest of World 14.0 6.0 12.1 119
100.0 100.0 100.0

100.0

The United Kingdom is making strenuous
efforts to restore something of its prewar pat-
tern of trade by cutting down imports from
the Western Hemisphere and attempting to
increase the volume of exports to the same
region. Some success has attended the former
aim; during 1948 the volume of imports from
the Western Hemisphere was reduced to ap-
proximately 33 percent of the total, about the
same as in 1938. The long-term objective is
to reduce imports from the Western Hemi-
sphere to 23 percent of the total by 1952-53,
and toraise exports to the Western Hemisphere
from the 17.5 percent of total exports in 1938
to 20 percent by 1952-53, a rise in volume of
80 percent over 1938. The percentage of ex-
ports to the US alone is scheduled to rise from
the 1938 figure of 4.5 percent to 6 percent by
1952-53.

As has been noted above, approximately one
quarter of the United Kingdom’s exports go
to the countries of Western Europe, the prin-
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cipal items being machinery, vehicles, textiles,
coal, and other metal goods. Metal and en-
gineering products of all kinds accounted for
roughly half of these exports for the first 10
months of 1948, textiles and clothing for about
one-seventh, and other manufactures for about
one-sixth. A list of the countries to which
they went, in order of importance, follows
(overseas dependencies are excluded) :

United Kingdom Export Markets in Western Europe

Country Jan-Sept 1947 Jan-Sept 1948
(£ million f.0.b.)
Eire 37.7 56.4
Sweden 22.3 41.0
Netherlands 21.9 31.9
Belgium 23.2 28.5
France 16.5 : 26.8
Norway 21.6 214
Denmark 19.6 © 193
Germany* 13.7 18.4
Portugal 8.4 16.5
Switzerland 11.6 16.5
Turkey 8.0 12.4
Greece 6.5 104
Italy 3.3 8.8
Iceland 4.2 33
Austria 23 2.5
Luxembourg 2 3

Total Exports to

all Countries 817.2 1,150.1

* Mainly Western Germany, but exports to the
Soviet Zone are included.

"The countries of Western Europe supply
nearly one-fifth of the United Kingdom’s im-
ports. The principal items on the list are
dairy produce, fresh fruit and vegetables, tex-
tiles manufactures (including clothing), wood
and timber, and paper-making materials.
The United Kingdom depends upon Western
Europe for over half of its imports of paper
and cardboard, iron and steel (including
manufactures), and textiles; for about 45 per-
cent of its imports of iron ore and scrap, and
paper-making materials; for 38 percent of its
imports of drugs, chemicals, dyes, etc.; for
just over 30 percent of its imports of dairy
produce and fresh fruit and vegetables; for
27 percent of its imports of wood and timber;
and for 20 percent of its imports of machinery.
The relative importance of each country as
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a source of supply is indicated by the follow-
ing table:

Sources of United Kingdom Imports in Western
Europe

Country Jan-Sept 1947 Jan-Sept 1948
(£ million c.i.f.)
Sweden 28.7 37.0
Denmark 23.0 33.2
France 23.7 31.9
Netherlands 18.2 31.3
Eire : 23.7 28.5
Belgium 23.5 28.3
Germany* 133 21.9
Italy 22.9 21.0
Norway 10.7 12.9
Switzerland 4.9 7.0
Portugal 6.5 6.8
Greece 6.3 5.2
Turkey 4.8 2.9
Iceland 1.9 2.5
Austria i 1.9
Luxembourg 3 3

Total Imports
from all
Countries

1,338.3 1,550.4

* Mainly Western Germany, but imports from the
Soviet Zone are included. '

Since the war, and particularly during 1947
and 1948, the United Kingdom has made great
efforts to revive the depressed trade with
Eastern Europe. Despite ideological differ-
ences, the need of food and raw materials from
the East in exchange for British machinery
and capital equipment is so great that dis-
cussions have persisted, and in many cases
succeeded, despite wrangling over past debts
and over just compensation for nationalized
British properties. Trade and payments
agreements were concluded in 1948 with
Hungary, Poland, and Yugoslavia, and with
Finland in early 1949. Discussions are being
held with Czechoslovakia. The agreement
with Poland is of considerable scope, calling
for an exchange of goods to the value of some
$600 millions each way over a 5-year period.
Inreturn for a variety of foodstuffs and timber
the United Kingdom will allow Poland to ac-
quire capital goods and such raw materials
as oil, wool, and rubber. From the British
point of view these agreements are salutary
in reducing economic dependence on Western
Hemisphere nations. With the USSR itself
the United Kingdom concluded a trade agree-

ment in December 1947 to obtain 750,000 tons
of coarse grains, in exchange for machinery
and help in obtaining wool, rubber, and alumi-
num. The USSR has expressed dissatisfac-
tion with the rate of British deliveries and
efforts on the part of the British to renew the
agreement have met with difficulty.

b. Postwar Trade Policies.

The commercial policy of the United King-
dom for the past 150 years has been built
upon a foundation of multilateral trade. It
was of no concern to Britain that its trade
with each country should exactly balance, for
sterling was freely convertible into all other
currencies and a deficit with one country
could be offset by a surplus with another.
This multilateral system of trade and pay-
ments has been paralyzed as a result of World
War II. With demand for dollar goods uni-
versal, and most trading nations unable to
earn sufficient dollars to satisfy their demand,
mutual trade is everywhere hampered by diffi-
culties of payment. Each country has jeal-
ously guarded such gold or dollars as it was
able to earn or already possessed, and has
refused to hazard their loss by incurring ad-
verse trade balances outside of the dollar
area. As aresult the postwar world has been
divided into three main trading areas: the
dollar bloc, with trade financed by dollars; the
sterling area, with trade financed in sterling;
and the rest of the world, which attempts
to effect the exchange of goods with as little
recourse to ultimate monetary settlement as
possible.

Although the avowed long-term aim of the
United Kingdom’s foreign trade policy is a
return to multilateralism as quickly as pos-
sible, its immediate postwar need is to balance
its accounts even at the price of a temporary
abandonment of this aim. The prevalent
payments difficulties since the war, therefore,
and particularly since the collapse of the ster-
ling convertibility experiment of 1947, have
forced the United Kingdom to conclude a
series of bilateral trade pacts, of which the
most important are those with Argentina,
Belgium, Bizonia, Brazil, Canada, Denmark,
Eire, Finland, Italy, the Netherlands, New
Zealand, Norway, Poland, Portugal, Sweden,
Switzerland, and the USSR. These pacts

i
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tend to follow a pattern. Most of the agree-
ments are for a short duration and subject
to periodic review but frequently include pro-
visions for automatic renewal unless de-
nounced. British negotiators start with the
fundamental purpose of getting the greatest
possible amount of essential imports without
paying out gold, while restricting as much as
possible the import of less essential items.

Bulk purchasing of basic foodstuffs and
certain raw materials by government depart-
ments was resorted to during the war and has
been maintained since to a large degree in
the face of considerable criticism, both at
home and abroad. In the system are included
such important products as wheat, sugar,
cocoa, meat and bacon, cotton, metals, and
timber. In 1947 bulk purchases amounted
toanore than £944 millions, 53 percent of total
imports. The greater part of the import re-
quirements of the United Kingdom for wheat
are provided for under a long-term agreement
(1946-50) for the shipment from Canada of
600 million bushels, at a rate of approximately
150 million bushels a year. Perhaps the most
important decision in the field of state trad-
ing was to keep the Liverpool Cotton Exchange
closed, and to maintain the wartime system
of bulk buying of raw cotton. Under this
agreement, a state commission is the sole
purchaser of cotton on the world markets for
the British consumer. The quantity of cotton
involved is between two and three million
bales annually. The British Government may
be under some temptation to prolong this sys-
tem in the light of the stability it affords to
the long-term planning programs. Its re-
tention, however, will depend to a large de-
gree upon the movement of world prices.

c. Tariff Policy.

The granting of preferences on Empire
goods was begun by the United Kingdom in
1919 and was considerably expanded until
the various acts were consolidated in the
Ottawa Agreement of August 1932, which
provided for free duties on certain imports
from the British colonies, mandates, protec-
torates, and dominions. The imperial pref-
erence system as it exists today consists of in-
terlocking agreements by which the United
Kingdom and members of the Empire and
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Commonwealth allow entry to many imports
from each other at lower rates of duty than
are imposed on products originating in other
areas. Quotas have also been established for
certain products from outside the Empire.
The system of trade thus established involves
almost one-fourth the area of the world and
has been the subject of bitter controversy; the
US has been especially critical. Under the
auspices of the United Nations, meetings were
held at Geneva from April to October 1947,
and at Havana from November 1947 to March
1948, which resulted in the drafting of the
Havana Charter and its signature by 53 na-
tions. At Geneva the United Kingdom made
concessions on the preference treatment of
approximately 274 items, and at Havana un-
dertook to make no new preferential tariff
arrangements. However, as a means of hold-
ing the Commonwealth together the system
of Empire preference appears since the war to
have taken on considerable political impor-
tance as a symbol of Empire unity. Conhse-
quently these concessions have met with ob-
jection in Britain. In October 1948 the Con-
servative Party at its annual conference went
on record as opposing the Geneva Trade
Treaty and the Havana Charter in so far as
they limited the preferential system.

d. Future of British Foreign Trade.

The British face many future problems in
finding markets for all the goods they need
to sell abroad to finance the necessary level
of imports, particularly where the object is
not only to increase the total level of exports
but to increase the volume of trade in areas
where competition is most keen. It is not
enough for the United Kingdom to gear pro-
duction and investment programs to an an-
ticipated level of increased exports and to
adopt fiscal policies and controls to funnel
production into exports. Foreign buyers
must be both willing and able to buy British
goods, and the price factor, which governs
this aspect of the problem, is only partially
1nnder_Rritich _enntrnl. Factore heyand the
control of the United Kingdom are rising
foreign competition, political and economic in-
stability in various areas, and the restrictive
trade practices which accompany instability.
As regards industry in general and the textile
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industry in particular, concern is being voiced
by the Government at incipient competition
from Germany and Japan.

In the sellers’ market which has existed
since the war, wherein anything produced
could find a market either at home or abroad,
price has not been a primary consideration
and there has been little incentive to con-
centrate upon the reduction of costs of produc-
tion. Largely because of liberal wage in-
creases and the advancing prices of raw ma-
terials, costs generally have been rising.
There are now increasing signs that the
sellers’ market is beginning to show limita-
tions and that the pent-up postwar demand
for some types of goods is being satisfied;
it is unlikely, for instance, that the British
can maintain their export of automobiles to
the US at its present high level. The chances,
therefore, of Britain’s maintaining the desired
volume of foreign trade in an era of greater
purchaser’s selectivity depend mainly upon
their ability to meet increasingly severe com-

Peanuts (exports only) (East and West Africa)

Sugar

Rubber (Malaya, Ceylon, West Africa)

Tin (Federation of Malaya and Nigeria)

Copper (Northern Rhodesia)

Cobalt (Northern Rhodesia)

Bauxite (British Guiana, Gold Coast, Malaya, and
Jamaica)

Lead (Northern Rhodesia)

(1) 1950 (2) 1937 (3) 1947

petition. In this the price factor is para-
mount, and Britain’s ability to control or re-
duce production costs will call for a continued
high degree of application and self-discipline
on the part of both management and labor,
as well as improved mechanization, modern-
ization and reorganization of work.

9. Overseas Development Program.

Britain’s colonies and other dependent ter-
ritories with an aggregate population of 63
million inhabitants possess vast and largely
untapped resources which await development.
The British recovery program includes plans
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for the development of these resources.
Along the same line the United Kingdom has
undertaken to promote the production within
these territories of various strategic materials
and to facilitate their transport to- the US
for stockpiling purposes.

The economies of British Colonial depend-
encies are basically dependent on agriculture
and, to a lesser extent, on mining, and are
likely to remain predominantly so for a con-
siderable period of time. Colonial develop-
ment programs do not include any large scale
industrialization. The program will, how-
ever, depend in many instances on improved
transportation facilities. The United King-
dom Government has allocated about £30
millions for expenditure by 1956 for civil avia-
tion, ports, harbors, railways, roads and tele-
communication. Considerable attention . is
also to be paid to a general 1mprovement of
health and education.

The following table summarizes some of
the principal production figures:

Metric Tons

1936 1946 1952-53
(forecast)
300,000 335,000 880,000
980,000 895,000 1,400,000
400,000 435,000 830,000
78,000 217,500 94,500 (1)
158,000 202,000 356,000
885 (2) 475 1,200
160,000 1,250,000 1,950,000 (1)
580 16,000 (3) 35,000

It should be noted that some of these fore-
casts, notably those for tin and lead, are con-
sidered to be optimistic.

Legislative provision for colonial develop-
ment was provided by the Colonial Develop-
ment and Welfare Acts, as amended in 1945,
which established a credit of £120 millions to
be expended from 1946 to 1956. Colonial Gov-
ernments and administrations were asked to
submit programs for development projects in
their jurisdictions. Twenty-one of the forty-
five eligible territories have submitted plans
involving a total expenditure of £200 millions,
of which about £64 millions is chargeable

T
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against the Colonial Development and Welfare
Fund. The balance is to be provided from
colonial revenues, reserves, and loans.

It has been estimated that, of all new
monies being put into Colonial development
and welfare, at least half are going into di-
rectly productive economic activities, a further
one-third into maintenance and expansion of
public utilities essential to development, and
less than one-sixth into social services. Sums
are also allocated to expenditure on research
designed mainly to assist the territories in
their development and provide them with re-
sources which would not otherwise be avail-
able to them. In view of the present slow rate
of progress in carrying out the Colonies’ ten-
year plans, permission to spend more annu-
ally, from £17.5 millions to £20 millions, with-
out, however, increasing the total allocation,
is being provided by new legislation.

These long-term plans provide for the gen-
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eral expansion of basic economic and social
services. They do not normally provide for
projects of a purely commercial character.
To meet this need, the Overseas Resources
Development Act was passed in February 1948
providing for the establishment of two public
corporations—the Colonial Development Cor-
poration and the Overseas Food Corporation
with total resources of £110 millions and £55
millions respectively. The alternative possi-
bility of speeding up the economic develop-
ment of the colonies by the large-scale US
private investment, if such can be attracted, is
being studied and discussed by UK authorities
but little appreciable effort has apparently
been made to date. Though welcoming ECA
aid and expressing an interest in limited US
private investments, officials have indicated
that at present their main reliance for non-
British capital in the colonies is on loans from
the International Bank.
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CHAPTER I

FOREIGN AFFAIRS

1. Origins of British Foreign Policy.

The foreign policy of the United Kingdom
has long been directed towards two major ob-
jectives: a) the security of the British Isles,
the Commonwealth and the Empire, and b)
maximum participation in world trade. Tra-
ditionally there have been two devices of policy
which the British have consistently used to
achieve these objectives. The first was to
maintain a Navy sufficient for control of the
seas against any contenders; the second was to
encourage and preserve on the continent of
Europe a balance of power among the various
nations, so that no one of them attained a
threatening position of dominance.

Thanks to the insular position of Britain
the Navy formed a shield against invasion as

well as a means of protecting and furthering .

overseas commerce. The British Army could
be kept relatively small, and it could be trans-
ported anywhere in the world by sea, while
hostile armies were generally confined to the
land. Relative to the immense returns it gave
in power the Navy was inexpensive to main-
tain. Moreover, it did not forcibly intervene
in British domestic politics, as armies some-
times had, and it presented no obstacle to the
liberal nature of British political institutions.
Hence the British were able to claim that de-
spite their tremendous power they were not
a militaristic nation, and this lent them a
form of prestige which in the nineteenth cen-
tury at least was not without value.
Yetdespiteits great Empire and tremendous
wealth, the United Kingdom was itself a
country small in area and even in population.
Its security could not rest entirely in naval
squadrons, but had to be buttressed by a
reasonably favorable power situation in the
world. Until the twentieth century the neigh-
boring continent of Europe contained the only
nations which could be dangerous. They

were, however, constantly at odds with each
other because of their various conflicting in-
terests and ambitions; as long as their respec-
tive strengths roughly balanced they can-
celled each other out and left Britain free to
pursue her interests on the seas and in the far
parts of the world. Since the seventeenth
century Britain had given up any territorial
ambitions of her own upon the continent, but
it soon became a cardinal principle of British
policy that a balance must be maintained
among the other states there. At all costs it
must be insured that no nation attained such
dominance that it could turn upon Britain
without fear of enemies at its back. Thus the
British when necessary joined the weaker side
in continental wars; they fought Philip II of
Spain, Louis XIV of France, Napoleon, Kaiser
Wilhelm II, and Hitler. In time of peace they
have sought with varying success to check
the rise of any nation which threatened to
dominate Europe; at present they oppose the
Soviet Union, but their weight alone is no
longer sufficient to redress the balance-of-
power.

During the nineteenth century Britain dom-
inated the economic life of the world with
almost the same completeness that it con-
trolled the seas. By virtue of supremacy in
industry, banking, and shipping British power
in business became in itself an instrument of
policy. Moreover, it happened that free trade,
free enterprise, liberal institutions, and the
gold standard were not only the system most
profitable to British business, but also on the
whole the system least troublesome to other
nations, if not always to other governments.
Thus, except in time of war, the vessels of all
nations enjoyed equally the freedom of the
seas; they were welcome in British ports, and
were protected from piratical attacks. Where-
ever trade and commerce increased, there
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British as well as foreign profits likewise in-
creased. The nineteenth century was the
most peaceful century since Roman times, and
is sometimes known as the period of the Pazx
Britannica.

The ideally satisfactory position for Britain
was thus one of detachment over against a
European balance of power, of freedom from
binding political commitments, and complete
flexipility of policy so as to deal with dangers
at their early appearance. Throughout most
of the nineteenth century this position, which
the British sometimes called “splendid isola-
tion,” was maintained. It had to be abanh-
doned when Germany became so powerful as
to alarm the British and convince them that
they must seek firm and fast friends. In 1902
an alliance was made with Japan, with the
primary vbject of secaring the Far Eastern in-
terests of Britain in case of emergency. Two
years later the principal outstanding disputes
with France were settled, making possible an
entente which progressed to the extent of se-
cret military staff conversations. In 1907 an
agreement was similarly reached with Russia.
Thus when the blow fell from Germany in
1914 the way for resistance had been prepared
and the traditional policy could be fulfilled,
costly as it proved to be. Against Hitler prep-
aration was far less skillful, and indeed the
practice of ‘“appeasement” ran contrary to
the traditions of British policy, and almost
ended in disaster.

The two German wars of this century ac-
celerated the decline in Britain's relative eco-
nomic stature, drained away a great propor-
tion of British reserves of money and man-
power, and left the United Kingdom in a
critically weakened condition. Furthermore,
changed techniques of conflict vastly reduced
the relative importance of the navy, and in-
creased the vulnerability of the British Isles;
insular defense and world power can no longer
be based upon the comparatively inexpensive
maintenance of a fleet. These factors have
greatly reduced the potency of Britain in the
world. Meanwhile, the United States and the
Soviet Union have risen to a degree of power
very much greater than Britain can hope to
attain, in the light of comparative natural
and manpower resources. The balance of

S

power in continental Europe has been utterly
destroyed, and indeed has been rendered
largely meaningless, for under present cir-
cumstances power must be balanced not in
that one restricted locality but in the entire

world, if the conception is to have any validity.

The United Kingdom has thus yielded its
former dominance in international affairs to
be disputed between the United States and the
Soviet Union. Nevertheless, as the center of
the British Commonwealth and Empire, the
United Kingdom remains the third strongest
power in the world. This position derives
from (a) the stability and flexibility of the
Commonwealth and Empire as a political and
economic system; (b) possession of the largest
present-day colonial Empire with great po-
tential as well as realized resources; (c) long
and world-wide diplomatic experience and
prestige, with particular ties and influence in

“such strategic areas as the Moslem world;

(d) prestige of the armed forces; (e) high
technical and industrial skill of the popula-
tion; and (f) the demonstrated capacity of the
people to preserve social and political stability
through the severest crises.

. The two major objectives of British foreign
policy—security and trade—have not been
altered, but the devices by which they are to
be achieved have had to be modified. Hopes
were placed in the United Nations as a means
of attaining security, but growing disillusion-
ment with that organization has caused the
British again to seek a balance of power. The
short-term solution is the containment of
Soviet expansionism and ultimately the dis-
suasion of the USSR from imperialist aspira-
tions, and, within this frame, the recovery of
British economic viability. In pursuit of
this objective British policy is based on close
association with the US, solidarity within the
Commonwealth, and cooperation with West-
ern Europe. A longer-range policy, as yet
little more than an attractive speculation, in-
volves a re-invigorated Western Europe, which
with its colonial and associated territories
could recover its independence and hold the
balance between the US and USSR colossi.
British leadership of this “third force,” as an
independent unit or as part of a world-wide
political system, is one of the larger hopes
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cherished by members of both major political
parties.

Thus neither for the short nor the long term
have the British any real hope of returning
to “splendid isolation.” For the present they
must adjust to the role of subordinate in the
partnership with the United States. For the
future the best that they can hope for is to
lead a group of nations in Europe and the
Commonwealth, and thereby become inde-
pendent of, even if not superior to, the two
greatest world powers. There is reason to be-
lieve, however, that even in the long run when
the UK expects to be able to re-assert its in-
dependence of the US, its policies will remain
friendly and generally cooperative with the
US. Meanwhile Britain’s value as a partner
and its stature in international affairs relate
directly to the state of its economy. For the
attainment of British recovery and for the
achievement of the major British objectives,
peace is the main prerequisite.

2. Significant International Relations.

a. The United States.

- For a century or more after the American
Revolution Great Britain pursued a conde-
scending but seldom a hostile policy toward
the United States. It happened most fortu-
nately that the chief constituent of American
foreign policy—the various practices and in-
terests coming under the designation of the
Monroe Doctrine—was also, especially in its
earlier years, in close accord with the interests
and desires of Great Britain. Hence the Brit-
ish Navy, which could have rendered impos-
sible any implementation of the Doctrine, did
in fact generally further it. No very serious
differences arose between the two countries,
save for a short time during the American Civil
War when the British Government tended to
favor the South. At the end of the nineteenth
century, as the United States increased in size
and international concern, there appeared a
divergence of interest in the Caribbean and
even in South America; these might conceiv-
ably have led to real trouble had not the
British at the same time been constrained by

their mounting fear of Germany and by pres- -

sures in the Far East to make the slight sac-
rifices necessary to insure the friendship of

the United States. They accordingly with-
drew their military and naval forces from the
Caribbean, the most sensitive area in US
policy, and from that time the normal rela-
tions between the countries were fundamen-
tally harmonious.

In 1794, in 1800-1812, in '1914-1917, and

| again in 1939, the United States as a neutral

power became involved in controversy with
England over the British methods of maritime
warfare. In the twentieth century, however,
the US disputes with Britain were swallowed
up in the greater conflicts with Germany.
Nevertheless, by 1918 the United States was
powerful enough to prevent Britain from
again controlling the seas, and did in fact set
out to build a bigger navy. The race which
ensued was checked by the naval limitation
treaties of 1922, in which for the first time in
more than a century Britain publicly admitted
another power to equality of naval strength.
This admission was of course, inescapable; in-
deed it was only the isolationist tendencies of
US policy between the wars which permitted
Britain to assume a dominating position in
a world where British power in a relative sense
was already greatly inferior to what it had
been.

Confronted after 1945 with the overwhelm-
ing rival powers of the US and the USSR, and
with the relative failure of the United Nations
to reconcile antagonisms, Britain had to
choose between an attempt to remain neutral
and an alignment with one or the other of
the great adversaries. It was fairly plain that
neutrality was not only too dangerous for the
far flung Empire but was also inadequate be-
cause it could command no assistance in an
attempt at economic recovery. Under the cir-
cumstances it was inevitable that Britain
should throw in her lot with the United States
rather than with the patently hostile Soviet
Union. Common cultural and political tra-
ditions impelled it, and moreover the United
States offered substantial help toward Brit-
ain’s recovery and a lesser threat to Britain’s
independence. Nevertheless there were ob-
stacles and objections to be met. It was hard
for the British, long accustomed to dominance,
to accept a position of inferiority in any po-
litical combination. Furthermore, as Britain
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turned to Socialism, some of its more leftist
citizens felt that a great gulf separated their
ideals from those of the “capitalistic” United
States, even though they soon realized that
it was a narrower gulf than that between
them and the totalitarianism of the Soviet
Union. And the United States, though cer-
tainly not as bent as the Soviet Union upon
destroying the British Empire, nevertheless
preached diligently against “imperialism,”
greatly offended those right-wing Britishers
who wished to preserve a substantial propor-
tion of their old dominance over alien peoples,
and periodically embarrassed the Labor Gov-
ernment, which was committed to fostering
“orderly” colonial progress toward self-gov-
ernment. Finally, Britain was economically
almost entirely dependent upon a high volume
and delicate adjustment of overseas trade,
while the United States by reason of its tre-
mendous economic power was in a position to
control the flow of such trade, and in some
British eyes showed a tendency to control it
to grave British disadvantage.

Despite these hindering considerations,
which the majority of British soon felt to be
of secondary consequence, the growth of un-
derstanding and solidarity between the US and
Britain has been fairly steady since the begin-
ning of the war, the growing hostility since
1945 of the USSR acting as a potent fertilizer.
Dominant figures of both British parties, with
the widespread support of public opinion, wish
a continuation of the entente so long as the
UK remains weak and USSR expansion needs
to be held in check. The British clearly con-
sider that the maintenance of US-UK unity
on international matters, a fundamental of
UK foreign policy, .is a principal deterrent to
further Soviet aggression. Britain is the most
powerful, useful, and dependable ally that the
United States has. The advantages of the
entente are mutual. However, the British
need for US strategic and economic support is
so comprehensive that the UK can pursue few
courses to which the US may have strong ob-
jections. Anglo-US frictions will not con-
ceivably drive the UK into the Soviet orbit, but
if disregarded by the US they could accelerate
Britain’s search for a modus vivendi enabling
fuller independence.
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b. The USSR.

For more than a century and a half Russia
has been one of the principal sources of Brit-
ish apprehension; over considerable periods,
not limited to the Communist era, it ranked
first as a potential enemy. Immediately fol-
lowing the Napoleonic wars Britain was puz-
zled and alarmed by the ideoiogical vagaries
of the Czar, Alexander I, which were for their
time only a little less disquieting than those
of Lenin and his followers a century later.
Early in 1815 Britain came to the point of
making an alliance with its late enemy,
France, for the purpose of countering the
European aspirations of Alexander, but the
danger passed without the necessity of such
an extreme measure. Through the rest of the
nineteenth century Anglo-Russian rivalry was
mainly active in the Near East, in Persia,
Afghanistan and Tibet; at the end of the cen-
tury it appeared in Manchuria. Faced with
the German threat it was briefly suspended
by the entente of 1907, to be resumed in greater
force after the Bolshevik Revolution ten years
later.

Again at the present time the United King-
dom considers the USSR the only threat to
its physical security, the main obstacle to ef-
fective international cooperation, yet withal
a very important source of primary products.
The tendency of the Russians towards expan-
sion, with which the British have long been
accustomed to deal, is now backed by the ex-
tremely powerful ideas and formidable tech-
niques of Communism. For a time there
existed a widespread belief that the Labor
Party, which had a record of some sympathy
with the Soviets, could after coming to power
effect a mutually beneficial rapprochement
and “bridge” the gulf between the US and the
USSR. Under persistently unfriendly Soviet
actions and propaganda this hopeful belief has
given way to profound pessimism, and British
policy has reflected a public feeling which
stands in sharp contrast to the pro-Soviet
sentiment and to the enthusiasm which
greeted the Anglo-Soviet Treaty of Alliance
of 1942. Soviet hostility to the European Re-
covery Program, the establishment of the
Cominform, and the coup in Czechoslovakia
greatly intensified British antagonism and
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confirmed the conviction that the USSR'’s
policy was inimical to British interests. Never-
theless, the British Government appears con-
vinced that the USSR is neither willing nor
prepared to make war in the near future to
achieve its objectives, although the present
“cold war” provides opportunities for miscal-
culations by either West or East which might
precipitate hostilities.

Britain’s present sense of weakness and mili-
tary vulnerability tempers the expression of
antagonism to the USSR. The UK emphatic-
ally does not wish to slam the door against
an eventual reconciliation, and entertains
some hope that expanding trade relations—
which are very important to the UK for cogent
economic reasons—may lead to an improved
political atmosphere, particularly if economic
recovery in the west is accomplished. But no
concessions will be made which would materi-
ally improve the Soviet strategic position. If
war should come Britain would unquestion-
ably side with the US; meanwhile British
policy is intimately linked with that of the
US, is reliably firm but unprovocative, and
aims at the creation of defensive regional alli-
ances around the perimeter of the USSR, pos-
sibly to be interlocked eventually. Only eco-
nomic collapse or the premature withdrawal
of US support would alter the British position.

c. The UN.

During the earliest days of the United Na-
tions Britain gave the organization whole-
hearted support, based on the belief that a
world-wide system of collective security was
the most effective and morally desirable guar-
antor of international stability. For various
compelling reasons, furthermore, the United
Kingdom was more disposed than either the
US or the USSR to sacrifice a measure of sov-
ereignty to such an organization. To a
greater degree than either of the other powers,
the UK (a) is dependent on the maintenance
of peace for economic survival, (b) cannot af-
ford to support military forces adequate to its
needs in a free balance-of-power relationship,
and (c¢) cannot escape substantial devastation
in a future war. Britain has everything to
gain and but little to lose if the United Nations
organization should prove successful.
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But the UK has now been forced to conclude
that the United Nations, at least for the time
being, is ineffective as a guarantor of collec-
tive security. And without offering commen-
surate return in security it has sometimes, as
in the case of Palestine, taken steps preju-
dicial to British policy. Growing disillusion
has caused the British Government to lift
crucial international issues outside the organ-
ization, and to attempt to reach agreements
on vital questions with other like-minded na-
tions apart from, or with only lip-service to,
the United Nations.

Although British hopes for the UN have
thus been gravely disappointed, British sup-
port for the organization will not be with-
drawn. The government believes that UN
machinery can still be used for localized, spe-
cific tasks, and that the meetings are still a
valuable forum for the airing of views, for in-
formal diplomatic exchanges, and for con-
tacts between East and West. They also con-
sider that the UN keeps a certain symbolic
value, and that at some future date, if funda-
mental tensions shall have been relaxed, the
UN may approach once more to a successful
performance of the functions for which it was
first intended.

d. Eastern Europe.

British policy toward Eastern Europe par-
allels that of the US, and the two Allies closely
coordinate their diplomatic activities. The
UK is taking a cold political line with the
Eastern European governments, although
Britain’s postwar weakness, important trade
considerations, and the desire to maintain a
diplomatic foothold in the curtain countries,
have at times led Britain to act cautiously.
These considerations, and particularly trade,
will continue to color British policy toward
Poland, Czechoslovakia, and especially Yugo-
slavia, but the British recognize that relations
with the Satellites are closely bound to the
larger question of Anglo-Soviet relations, and
their policy will remain coordinated with that
of the US.

e. Western Europe, Western Union, and the
North Atlantic Pact.

For centuries Britain has considered that
the Low Countries formed a vital security zone,
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surpassed in importance only by the terri-
torial integrity of the British Isles themselves.
In 1793 and in 1914 British Governments de-
clared war without hesitation when this terri-
tory was molested by its great continental
neighbors; the UK still considers the security
of Belgium and the Netherlands as most di-
rectly related to its own. In recent decades
France has changed from the status of a
potential enemy to that of a friend and im-
portant ally, and its northern and northeast-
ern provinces have constituted a part of the
same security zone.

While elementary considerations of geo-
graphical security thus operate to produce a
community of strategic interest between
Britain, the Low Countries, and France, polit-
ical and economic ties have reinforced the re-
lationship. The UK has been greatly con-
cerned to sustain stable middle-of-the-road
governments in those countries and to pro-
mote their economic recovery. As a matter
of policy the UK is supporting in all feasible
ways the French position in North Africa.
The instability of France has been a particu-
lar and continuous source of anxiety, since
the UK considers a stable and united France
indispensable to a strong Western Europe.
Nevertheless Britain’s own economic straits
since the war have sharply limited its capa-
bilities for effective helpful action. It has
been able to supply important military equip-
ment and guidance, but its inability to pro-
vide substantial economic support and its
need to impose sharp trade terms out of re-
gard for its own recovery have been costly to
British influence. With France, Britain has
nowadays a great sense of common interest,
but this is modified in its potency by a rivalry
over leadership in Western Europe and by the
ancient and inherent British popular distrust
and dislike for the French, which is not strong
enough to prevent political attachments, but
which is certainly sufficient to prevent any
widespread feeling of mutual sympathy.

Meanwhile economic, military and political
cooperation among the Western European
powers has steadily expanded, gaining im-
petus as a result of the unabating threat of
Soviet policies and the pressure of US exhor-
tation. In each of these fields of cooperation

'social cooperation as well.

British influence is evident and is generally
dominant. The instrument of economic co-
operation, the Organization for European
Economic Cooperation, derived from Foreign
Secretary Bevin’s seizing upon Secretary
Marshall’s suggestion of June 1947 and con-
vening a conference of European Minijsters.
Bevin'’s expression in January 1948 of Britain’s
desire to form a binding alliance with like-
minded Western European nations and of the
concept of “Western Union” foreshadowed
the instruments of military and political co-
operation, respectively the Brussels Treaty
and the Council of Europe. This remains
true even though the British Government
never precisely defined what it meant by
“Western Union,” vacillated when pressed for
explanation, and moved so cautiously as to
draw occasional charges of hypocrisy.

(1) The Military Instrument.

In March 1948, the UK, France, Belgium,
the Netherlands, and Luxembourg signed the
50-year Brussels Treaty pledging themselves
to mutual military aid, and to economic and
This treaty (un-
like the Anglo-French alliance of 1946, which
was narrowly directed against Germany) was
made under the stimulus of alarms from the
USSR. An organization was established im-
mediately thereafter for concerting military
plans, and Field Marshal Montgomery became
the head of the staff, with headquarters in
France. Though rivalry and conflict with
the French over certain policies and proce-
dures have been frequent, Britain’s leadership
in organizing western European defense has
been continuous from the outset; the UK has
largely staffed the military organization, laid
down procedures, and generally guided the
planning program. The series of military
commitments thus instituted was considera-
bly more comprehensive than any before in
the history of peacetime Britain.

The effectiveness of the Brussels Treaty was
rer-_o_gnized tn.depend in oreat. pgrt nn .Qnr\r\nv'f,
and supply anticipated from the United
States, for neither Britain nor its allies would
be able to equip the forces they planned to
raise. Accordingly, the Brussels Powers not
only formulated a tentative program for US
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military aid, but also moved toward the broad-
ening of -their Treaty into a North Atlantic
Pact, of which the United States would itself
be a member. Toward the end of 1948 the
initiative in the formation of this new Pact
passed from European into US hands, where
it remained until the completion of the Treaty
in April 1949. Britain has not been conspic-
uous in the movement toward the North At-
lantic Pact. There was indeed no need for
strong British direction, for events shaped
themselves toward the sort of regional de-
fense agreement which British statesmen had
been recommending ever since the war.

(2) The Economic Instrument.

Bevin had in June 1947 convened a Council
for European Economic Cooperation which
was even more unprecedented than the mili-
tary arrangements under the Brussels Pact.
The “Council” became instituted as the “Or-
ganization,” but after Bevin’s initial impetus
the British relapsed into caution and uncer-
tainty. They resisted proposals for a high-
level, authoritative OEEC leadership with ex-
ecutive powers, favoring instead a consulta-
tive body of experts with power only to refer
matters back to their governments. With
rather excessive rigidity they refused to alter
their own national program, and they drew
charges of “foot-dragging” and disregard for
continental recovery. But during this time
they were passing through a financial crisis
of their own, altering their economic adminis-
tration, and consulting with the other Com-
monwealth nations whose approval of any
radical measures the British considered neces-
sary. Following their early uncertainty and
indecision, and as their own progress toward
recovery stepped up, the British recovered the
initiative and made major contributions to
the functioning of the OEEC organization.
In the first year of ERP, under the intra-
European payments scheme, they -contrib-
uted substantial sums of sterling to the con-
tinental members of OEEC; and they intro-
duced the idea of continuing the organization
after the 4-year program of US aid ends.
Britain is at present firmly committed to the
program of cooperative European economic
recovery. It is plain, however, that the Labor
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Government considers that its own national
program of recovery through austerity is both
more successful and more reputable than the
less demanding methods of continental na-
tions; it questions skeptically the value to the
UK of more formal moves toward integration.
The British do not intend to relax their own
program, nor to imperil its success, nor to un-
dermine Commonwealth solidarity by undue
concessions to continental demands regarding
Britain’s economic behavior. This attitude
has made difficulties—particularly with the
French and the Belgians who consider that
British policy directly harms their recovery—
which will doubtless increase as the sellers’
market declines.

(3) The Political Instrument.

Britain’s “Western Union” proposal, it is
clear now, envisaged political cooperation in
Western Europe as an informal evolutionary
development which would take in its first
stage the form of a conference of Ministers
of the various governments meeting periodi-
cally to consider questions of common con-
cern. Consequently, the UK strenuously re-
sisted the strong wish of France and Belgium
(and of an appreciable segment of British
opinion) for a formal international Parlia-
ment which, with or without supranational
powers, would according to.British estimates
only emphasize and exacerbate national dif-
ferences. The idea of federation the UK out-
rightly rejects as visionary, for at least this
generation. The numerous reasons for the
British attitude include: (a) unreadiness to -
surrender any great measure of sovereignty
and gear the UK to unstable western Euro-
pean polities; (b) refusal to commit the UK
any further than the rest of the Common-
wealth would approve; (c) doubt that the di-
verse social and cultural practices of the na-
tions can be harnessed to pull in the same

‘direction; (d) conviction that informal coop-

eration on specific problems between govern-
ments would be more practical and fruitful
than an experimental Parliament; (e) fear
that a public Assembly would pressure the
UK into unwise or premature commitments;
and (f) a traditional penchant for the slow
and gradual evolution of institutions. Never-
theless, faced with rising internal as well as
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European pressure to reach agreement, the
UK acquiesced in a compromise which goes
far to meet continental wishes. The result-
ant Council of Europe, the political instru-
ment of cooperation, is composed of both a
Ministerial body and a Parliamentary Assem-
bly. The UK Government representatives
will probably attempt to circumscribe its ac-
tivities within narrowly interpreted terms of
reference. But the government hopes that
the Ministerial body, in effect a European Cab-
inet, will be able to exert the more powerful
influence. Britain’s Conservative Party lead-
ers have attempted to make political capital
of the government’s reluctance to move fast
toward the establishment of European politi-
cal institutions. They themselves, neverthe-
less, would probably exercise comparable cau-
tion (though with some differences of ap-
proach), and for largely similar considera-
tions.

An aspect of Britain’s European relation-
ships which is difficult to assess with accuracy
is that of non-governmental relations between
the Labor Party and the Socialists of the con-
tinent. As the most powerful, wealthy, and
successful of all Socialist Parties, the British
Labor Party exerts influence over continental
Socialists, some of whom are in power, and
many of whom hang upon the fringes of power
in their several countries. The impact of Brit-
ain upon Italian politics, for example, is almost
certainly more potent through the Party in-
fluence than it is through the Foreign Office;
the influence of British Labor upon Austria
(to take another instance) is powerful, and
runs through channels parallel but not iden-
tical with those of the Foreign Office and the
military government. This is something of a
new factor in international affairs, though
there is nothing new in the international con-
nection of working-class movements. For
the first time, however, a British Socialist
movement, being in undisputed authority at
home, and enjoying among Socialists an un-
precedented prestige, is able to exert some of
the irregular but substantial kinds of inter-
national influence that aristocracies wielded
for centuries in their different order of society.

f. Germany.
UK and US objectives in Germany are in
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fundamental agreement although some im-
portant differences in emphasis and approach
are apparent. The UK desires to restore via-
bility to western Germany in the shortest pos-
sible time subject to security restrictions on
German industry, in order to eliminate the
drain on the British treasury; to restore polit-
ical responsibility to a German Government
at a cautious pace; to oppose Communist at-
tempts to achieve trade union and political
influence or westward Soviet penetration in
any form; and to bring Germany into the
Council of Europe as a full member. The UK,
however, being less confident than the US
that Nazi-type right-wing nationalism will not
reassert itself therefore aims to avoid too rapid
a restoration of self-government. For the
same reason the UK desires a more restrictive
policy on the parts of German industry that
are militarily useful, although a further con-
sideration probably involves the protection of
certain British industries from German com-
petition, apprehension of which is becoming
increasingly apparent in the UK.

The British accept that the transfer to the
US of most of their financial obligation in
Germany has proportionately decreased their
voice in German economic affairs; they in-
tend, however, to retain their political author-
ity as far as possible. The British Govern-
ment supports the ideologically attached
Social Democratic Party and, although their
early aspirations for extensive industrial so-
cialization in Germany have been submerged,
they are still alive. The British are com-
mitted to socialization in principle, but they
also consider that such a policy for Germany
would be a security safeguard—would
strengthen the non-Communist left against
the Communists and weaken the right-wing
nationalists.

The British do not want to close the door
to an eventual unified, genuinely independent
Germany. They oppose French efforts to
maintain heavy restraints on German politi-
cal or economic progress, but they wiil not
act against France on a fundamental German
issue which might bring down the French
Government. Feeling as they do that Ger-
many is the prize in the East-West conflict,
the British will continue to stand firm in
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Berlin, to maintain their occupation forces
indefinitely, and to cooperate closely with the
US.

g. Italy.

Towards Italy the UK is well disposed, but
wartime resentment is not dead, and it has
intervened in a long tradition of political
friendship and even of popular sympathy.
Present Anglo-Italian relationships derive
from co-membership in the OEEC, the Coun-
cil of Europe, and the North Atlantic Pact,
but the chief factor in the relationship is the
structure of power in the Mediterranean. A
friendly Italy is important to the UK; but the
UK has been the most adamant of the major
powers against Italy’s aspirations to recover
most of the ex-Italian empire.

h. Spain.

The UK can be expected to maintain and
attempt to expand commercial relations with
Spain, but it firmly opposes political rap-
prochement and military collaboration in
peacetime (although it recognizes the im-
portance of Spain’s strategic position in event
of war) so long as Franco remains in power.
Hostility to the Franco regime is widespread
in the UK; it is especially intense throughout
the rank and file of the Labor Party. While
the government resists pressures to take posi-
tive action against Franco—for economic rea-
sons and for fear of precipitating a new civil
war which could benefit only the Commu-
nists—it will also resist pressures to admit
his regime into closer association with West-
ern Europe.

i. Scandinavia.

British policy toward the Scandinavian
countries has aimed at maintaining close
economic ties, and at drawing Norway, Den-
mark, and Sweden into tighter strategic and
political alignment with the other Western
Powers. The UK has supplied these countries
with military equipment, has helped to bring
them into the Council of Europe, and has
helped to bring Norway and Denmark into
the North Atlantic Pact. The UK doubts,
however, that Sweden can be induced to aban-
don ifs neutrality at an early date, and is not
disposed to exert much pressure toward
achieving that aim. Anglo-US policy toward
Scandinavia is closely coordinated.

j. The Middle East.

The UK has considered the Middle East an
area of fundamental importance since Na-
poleonic times. The original strategic rea-
sons for this attitude, involving a source of
pressure on the southern flank of Europe, the
sole Eurasian-African land bridge, and later
the imperial life line—all of which remain
valid—have been reinforced by the gigantic
British investment in, and the vital need of
the western world for Middle East oil. Rising
out of this basis, UK policy has aimed at: (1)
preventing or sharply limiting the establish-
ment in the area of other external influence;
and (2) retaining the friendship and stabiliz-
ing the position of incumbent, well-disposed
governments of the various states. British
opinion is unanimous that the Middle East
must be defended at any cost, and in strategic
planning, subordinates the area only to its
home defense zone.

In the British view, if the Middle East
should come under Communist domination,
the independence of India, Pakistan, Ceylon,
and Southeast Asia would be in grave danger;
and the whole balance of world power between
the USSR and the West might be permanently
affected. Britain, therefore, views any Com-
munist menace to the Middle East as a threat
to its national security as dangerous as any
Communist threat to Western Europe; the
UK reacts vigorously to any internal or ex-
ternal Communist provocation or danger in
this area. British policy has altered in only
one important respect: the UK encouraged
US participation in the affairs of the area, to
a degree short of over-all domination. This
modification was clearly the result of Britain’s
reduced power status, the proportions of the
Soviet threat, and the recognition that US
strategic interests in the area would be largely
parallel to the British. This policy justified
itself when the US, following indications of
British weakness, took the initiative at three
foci of the system-—Greece, Turkey, and Iran.

Long-run British policy for the Middle East,
still in process of formation, envisages: (1)
permanent US participation in the affairs of
the area and increasing, exclusive US-UK co-
ordination of policies and actions; and (2) the
retention of the Middle East for the Western
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Powers by means of US-UK economic and cul-
tural investments which will raise the living
standards of the indigenous peoples, stabilize
political systems, and make uninviting the
prospect of alignment with the USSR. How-
ever, US-UK differences over Palestine will
have to be settled before much progress can
be made along these lines. The aim is, as
historically, to insure strategic and economic
interests, but the means derive from the
altered balance of power situation in the world
and political situation in the area; British
weakness has required US participation, and
increasing Arab nationalism and political
consciousness have required a new approach
to the retention of influence. Both weakness
as a world power and Arab nationalism have
undermined British influence to some extent,
but not so seriously as is widely believed.

As regards the Arab states the UK desires
to insure their stability and good will, and has
since the war aimed at workable new military
treaties with each of them, the whole to form
a net embracing Britain’s strategic interests
in the area. Recently the British have been
thinking in terms of a Middle East pact which
would eventually interlock with the North
Atlantic Pact and be underwritten by the US.
The intense postwar chauvinism in the Middle
East first ruled out new British treaties ex-
cept in the case of Transjordan, and then
the Palestine issue made negotiations unfeas-
ible. Britain’s foreign policy has been frank-
ly pro-Arab, however, and there is reason to
believe that British prestige may be in the
process of recovery. The Arabs have begun
to re-appraise the value of a “powerful
. friend,” and the course of international de-
velopments over Palestine has certainly made
the Arabs feel that of the Big Three the UK
is by far the least objectionable. Likewise,
the western influence in the area is tradition-
ally British, the result of generations of close
relations, and of a steady flow of British
money, missions, and materials into the area.
Relations between the British diplamatic mis.-

principle. On coming to power, however,
Laborites concluded that security considera-
tions outweighed those of principle. Thus
Palestine policy was based on a negative: the
UK would support no solution which could
(1) alienate Arab good will; (2) create in-
stability in the Arab world; (3) deny the UK
land communications across the scuthern
Negeb from Egypt to Transjordan; or (4)
offer any kind of opening for Soviet influence
in the Middle East area. They therefore did
not support any solution not agreeable to the
Arabs until the Bernadotte proposal was in-
troduced, which they considered was the best
deal the Arabs could obtain. By this time
they had come to the conclusion that any
solution would have to be imposed and that
the need to restore peace was urgent for the
sake of Arab stability and “face.” They were
prepared to admit the establishment of a Jew-
ish state but desired to keep it weak and
small.

Having failed to obtain US support for their
views and coming under increasing fire at
home for ineptness in handling the problem,
the British Government began early in 1949
to soften its line toward Israel. It has
granted de facto recognition. It has urged
all the concerned Arab states to negotiate an
agreement with the Israeli directly or through
the UN Conciliation Commission. The Brit-
ish continue to desire an early solution which
will restore stability to the area, although it
is not clear that they have discarded their
opinion that a solution will have to be forced
on both sides from above, i.e., by the UN or
eoncurrent US-UK pressure. The UK feels
that the ideal solution for stability would be
one not so favorable to either side that the
other will seriously lose ‘“face,” a develop-
ment which, in the case of the Arab Govern-
ments, would lead to their fall. The UK also

‘continues to desire a settlement leaving the

southern Negeb to either Transjordan or
Egypt. The UK appears considerably less
certain than the T1S that Tsrael will nnt nra.

sions and the Arab governments generally
continue to be very intimate.

British policy toward Palestine has been
more pro-Arab than anti-Zionist. The Labor
Party in the UK is actually pro-Zionist in
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vide an opening for Soviet penetration of the
Middle East. Likewise the UK fears that
Israel may continue to be aggressively expan-
sionist and thus perpetuate a state of unrest.
While it clearly desires to retain Israeli good
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will toward the West (with the US the main
instrument) the UK puts a higher priority
on insuring the availability of the strategic
areas of southern Palestine, which it regards
as of fundamental importance in the event of
war with the USSR, and the stability of
friendly Arab Governments. In pursuit of its
aims British policy has been somewhat in-
flexible.

Since the war’s end the UK has hoped that
Egypt’'s extreme mnationalism, which has
steadily prevented the conclusion of a new
military treaty, would wane. The British
continue to be hopeful, because no satisfac-
tory substitute for Egypt as a military base
exists in the eastern Mediterranean area.
Although in 1946 the UK agreed to withdraw
its troops from Egypt, the movement is. pro-
ceeding very slowly. Meanwhile, the British
consider that the defense treaty of 1936 re-
mains valid, although the Egyptians take the
position that their denunciation of it has
made it inoperative. Another Anglo-Egyp-
tian controversy which prejudices more inti-
mate relations exists over the condominium
of the Sudan. The British flatly reject Egyp-
tian arguments in favor of Egyptian sov-
ereignty. Anglo-Egyptian relations, never-
theless, remain rather close. It is notable
that a British military mission continues to
operate in Egypt, that Egypt is not pressing
the UK for a more rapid withdrawal of its
forces, and that Egypt has recently approved
the implementation of the far reaching Nile
development scheme. There is reason to be-
lieve that the Egyptian authorities are com-
ing to view more favorably the idea of a new.
alliance.

The UK has also entertained hopes of con-
cluding a new defense treaty with Iraq. Al-
though the ill-fated Portsmouth treaty of 1947
brought down the Iraqi Government, a pro-
British Prime Minister was installed in Jan-
uary 1949. The UK probably will bring up
the question again when the Palestine prob-
lem is settled. Meanwhile, an older treaty
remains in effect, and under it the British
control two air bases in Iraq. The UK has ex-
tensive oil holdings in Iraq, royalties from
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which substantially support the Iraqi economy
and afford the British a strong influence.

While British diplomatic activity in Syria
and Lebanon is presently at a low level, apart
from conversations on Palestine, the UK
hopes to bring the two countries eventually
into the net of defense treaties.

The UK continues to be hopeful of conclud-
ing a defense treaty with Ibn Saud which will
enable an air base system to be developed in
Saudi Arabia. The British have appeared to
be alternately pessimistic and optimistic over
early progress in this direction, but a Palestine
settlement will probably have to precede con-
crete action.

The UK equips, trains, and has largely offi-
cered the Transjordan Arab Legion; it has a
satisfactory defense treaty with the country.
British support for Abdullah and the annual
British subsidy enable the UK to call the im-
portant tunes in Transjordan.

While the diplomatic initiative in Iran has
largely passed to the US, the extent of British
oil holdings impels the UK to retain a strong
voice. Relations with Iran are close; the
British diplomatic mission is regularly con-
sulted by the government on important issues.

The UK is content to play a supplementary
role to the US in both Greece and Turkey, the
latter of which it considers one of the strong
nations in the western orbit. Traditionally
areas of primary British interest, the two
countries had by 1947 strategic needs greater
than the UK could satisfy, and the British
welcomed the Truman Doctrine with its im-
mediate material support for both. The UK
continues to maintain military training mis-
sions in the two countries, and other special
missions in Greece; it is formally allied to
Turkey. Britain feels that Turkey and
Greece must be reassured that their defense
is a matter of direct and continuing concern
to the West, and that some formal arrange-
ment must, therefore, eventually be made for
their integration in a defense system. Bevin
has suggested to both countries that they con-
sider the formulation of an Eastern Mediter-
ranean Pact.
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k. The Far East and South Asia.

Britain’s postwar Far Eastern and South
Asian policies have aimed at fi. ndinghew and
cheaper means for the protection and develop-
ment of its interests: its trading and commer-
cial position, its extensive capital investments,
and the security of the Far Eastern dominions
and colonies. Capable since the war of play-
ing only a very limited economic and military
role, the UK has had to deal with the prob-
lems posed by rising nationalist development
following on the government’s momentous
1946 decision regarding its Asian dependen-
cies. The grant of independence to Burma,
India, Pakistan, and Ceylon (the last three
states remaining in the Commonwealth), was
a postwar retrenchment measure; the UK
could not, even if it would, impose any other
solution to the problem of nationalism. But
it was also a manifestation of the funda-
mental policy of the British Government.
Britain’s virtue no doubt was owing in part
to its weakness—a large body of opinion,
mostly Conservative, considered the British
action premature—but the UK Government
recognized the passing of the old colonial era,
and has managed to regain a large measure
of the confidence of the newly independent
nations (as well as of other colored peoples)
and to maintain close economic and military
ties with them. A new relationship is devel-
oping between the UK and the Asian coun-
tries. Old suspicions of imperialism have
been somewhat allayed. It has become pos-
sible for the British to look forward with opti-
mism to mutually advantageous commercial,
political and defense cooperation.

Britain currently regards the southward ex-
pansion of Communism as an urgent threat.
It hopes to combat this danger in three re-
lated ways: encouragement of nationalist
movements to counteract the emotional at-
traction of Communism; aid in economic and
social development throughout the area to
alleviate the material conditions in which
Communism breeds; furtherance of coopera-
tive action by the non-Communist govern-
ments of South Asia for their mutual protec-
tign. Of necessity, however, Britain has
moved with considerable caution along all
three lines. Indonesian and Indo-Chinese
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nationalism could not be encouraged to the
extent of disrupting Anglo-Dutch and Anglo-
French relations; nor has this means of com-
batting Communism offered any prospects of
success in the multi-national territory of Ma-
laya. Economic aid has been severely limited
by the UK’s own difficulties at home, though
it is noteworthy that even in the midst of its
own financial crisis in the summer of 1949
the UK Government concluded an agreement
with India which increased the dollar and
sterling allotments previously agreed on.
The formal initiating of any kind of anti-
Communist security pact has, for obvious
political reasons, had to be left to independent
Asian nations, and even informal encourage-
ment by the British has had to be very careful
in its timing—particularly with respect to In-
dia, which would be the key power in such a
pact. India has tended to wait on a satisfac-
tory resolution of the Indonesian situation,
and the Chiang-Quirino “Pacific Pact” pro-
posals of July 1949 gave the basic idea a diplo-
matic setback in other Asian capitals also.
The UK meanwhile has taken the very char-
acteristic British approach of obtaining as
much cooperation as possible on an ad hoc
basis—in this case, joint action by India, Pak-
istan, Ceylon and the UK in giving assistance
to the Burmese Government to restore the
stability of that part of South East Asia.

l. Latin America.

The major British concern with Latin
America is economic: an aggressive trade poli-
cy is the cornerstone of Britain’s Latin Ameri-
can policy since the area, particularly Argen-
tina, is the source of much of the meat and
grain and most of the animal feedstuffs and
sugar imported into the UK. Although Brit-
ish capital investments have been steadily
liquidated during and since the war, UK-
owned capital assets in the area still total
about $3,600,000,000.

Out of regard for US relations and the posi-
tion of the US in the Western Hemisphere the
UK does not aggressively seek political influ-
ence in the general area, and in fact cooper-
ates with US policies; but it is determined for
reasons of strategy, economics, and prestige
to retain its colonial possessions there, a posi-
tion which is strengthened by tacit US sup-
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port. In the long-standing disputes with Ar- the UK has held open an offer to argue the
gentina and Guatemala over the Falkland question of sovereignty before the Interna-
Islands and British Honduras, respectively, tional Court.
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CHAPTER IV

MILITARY SITUATION

1. Genesis of Military Policies.

About the year 1600, the British people be-
gan the process of overseas exploration and
expansion which was eventually to spread
their rule into every part of the world. This
movement was led by pioneers, farmers, mer-
chants, engineers and various kinds of capi-
talists, but very seldom by soldiers. Only a
minute proportion of the Empire was directly
acquired by military conquest. Sooner or
later, however, a contingent of troops was
generally required here and there to protect
far-flung colonists or entrepreneurs who
found themselves in difficulties. - The contin-
gent did not often have to be large, and fight-
ing was usually on a small scale; frequently
it amounted to no more than a “restoration of
law and order.” For this reason British mili-

, tary policy has been characterized, especially
by the British themselves, as essentially pro-
tective and defensive.

Since British ambitions have been given
rein mainly in parts of the world where for-
midable military opposition was not to be ex-
pected, while the home country was itself an
island protected from the incursions of foreign
armies, British military policy has been able
to fulfill requirements by (a) maintaining
small professional armies, assisted in overseas

garrisons by native troops, (b) keeping free-

of entangling military alliances with major
powers, and (c) utilizing predominant naval
strength to assure the security of imperial
establishments and their lines of communica-
tion. The last was of course fundamental;
without predominant naval strength the first
two courses would have been wholly inade-
quate for an imperial power. Hence the “pro-
tective and defensive” British military policy
became, by the nineteenth century, based up-
on the imposing principle that Britain must
have command of the seas, and to have it
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must maintain a navy second to none. Ih
time of peace, the navy expanded and devel-
oped a network of mutually assisting bases.

- It supported and was supported by an ex-

panding maritime commerce, and it main-
tained readiness for war. If war came, no
treaties of alliance required premature com-
mitment of the army upon the continent.
The navy attacked the enemy, or transported
small units of the army to attack the enemy,
wherever he showed weakness; the British
Treasury subsidized the armies of continental
allies, and when the proper time came the
small British Army lent its weight to the final
assault.

This policy broke down in the war of 1914-
1918, preceded as it had been by more than
a decade of alarm owing to the rising power
and naval ambitions 'of Germany. In 1904
the British came to an entente with France
which was followed by staff conversations
committing the British Army by implication
if not by letter to initial participation in con-
tinental war against Germany. When the
war did come, this initial commitment rapidly
grew to enormous proportions, and made it
necessary for Britain for the first time to fili
the ranks of its army by conscription. The
day of the small professional army, able to
be transported across the seas in order to
strike a blow at an enemy’s weak point, had
ended; improved land communications had
solved the problem of the rapid transfer of
mass armies. Nevertheless, adherence to a
maritime strategy was not vitiated, since it
was in great part British naval power which
Brought about German exhaustion, arising
out of the failure of the German Fleet and
the U-Boat to gain control of sea communica-
tions; and it was naval power that enabled
supplies to flow to the UK and troops and ma-
tériel to move to theaters of operations.
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Technological developments during the first
World War, and the progressive decline of
Britain’s relative economic position among
nations, produced some major modifications
of British military policy. The portentous
rise of air power was recognized by the estab-
lishment of a separate military department
for air security responsibilities. Participa-
tion in the League of Nations was accepted
in the hope of achieving collective security.
Finally—and this constituted the most re-
markable break with tradition—the attempt
to maintain unquestionable naval superiority,
which had now become .quite hopeless, was
abandoned, and the 5-5-3 capital ship ratio
with the United States and Japan was ac-
cepted at the Washington Conference of 1922,

In the decade preceding 1939 military po-
tential declined in both a relative and an
absolute sense. The Statute of Westminster
in 1931 finally disposed of the already defunct
principle that the Dominions were committed
to automatic belligerency with any UK decla-
ration of war. The economic depression of
the 1930’s severely curtailed armament experi-
mentation and production. The Imperial De-
fense Committee lacked machinery to formu-
late an over-all defense strategy, and the
United Kingdom entered the war against Hit-
ler unprepared for the new technological de-
velopments. This time, however, the British
were compelled to retreat from their early
engagement on the continent of Europe, and
victory was eventually achieved somewhat as
in earlier times, after amalgamated Allied
power had prepared the way for a relatively
brief final continental assault.

2. Present Military Policies.

Impelled by the experiences of two recent
wars, and by the exigencies of geography and
economics in modern times, the United King-
dom has adopted a unified defense organiza-
tion at governmental level. This organiza-
tion differs greatly in form but less in sub-
stance from that of the United States.* The
main function of each is to produce a broad
policy for the allocation of national resources
to security requirements, and to formulate a

3.3(h)(2) SE

ET

coherent scheme of expenditure for providing
the forces necessary to support the defined
strategic objectives. Unlike the United
States, however, the United Kingdom has not
adopted unity of military command in geo-
graphically delineated areas. Each service
commander-in-chief in the field either main-
tains his headquarters in proximity to his col-
leagues of the other arms, or keeps direct
liaison with a central headquarters.

Apart from occupation duties, Britain’s
present military objectives, i.e., the missions
of the armed forces, are: to insure the security
of the UK, British interests overseas and the
dependent empire; and to-take the leading
part in insuring the security of imperial com-
munications. Two contradictory require-
ments have affected the development of poli-
cies to meet these objectives. One is the in-
escapable necessity to husband resources and
manpower in support of the British economy.
The other is the clear need at the present time
to maintain large forces in being at numerous
strategic locations, capable of discouraging
expansionist designs, mainly Soviet, on vital
British interests. The dilemma has logically
had to be resolved in favor of the economy,
since it is a major premise of the government
that a successful defense policy must be rooted
in healthy economic and social conditions.
The present state of the forces, considering
the existing world situation, is justifiable only
on grounds of imperative economic necessity;
the British forces are not by themselves equal
to their missions.

Current military inadequacy thus raised
the need to have strong allies with similar
security interests at least during the period
when British power relative to the world will
be at its lowest point. This period of weak-
ness, lasting until the mid-1950’s, coincides
roughly with the period in which, the British
have estimated, full-scale war is improbable.

The postulate that an early war is improb-
able may have been based upon a chiefs-of-staff
calculation in 1945, unchanged since, that the
USSR is not likely to possess atomic weapons
in adequate quantity for over ten years. How-
ever this may be, doubt was cast upon the
whole hypothesis by a sharp increase in inter-
national tension during 1948, and as a result
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some reallocations of manpower were made,
and production of selected armaments was in-
creased. Neither added significantly to the
UK’s military capabilities. It was in fact im-
possible to increase such capabilities without
sacrificing some measure of economic recov-
ery, and the attempt to strike a balance be-
tween these two requirements has led to much
perplexity and to several shifts of policy.

The decision which has been taken to seek
economic recovery at a calculated risk to secu-
rity was probably made somewhat easier by
the lack of crystallization of strategic con-
cepts involving such weapons as atomic
bombs, the true submarine, rockets, guided
missiles, chemical and biological agents—al-
though the likelihood of the employment of
these weapons has ominous implications for
a country so situated as the UK. It therefore
appeared reasonable to go slowly in commit-
ting sparse resources until the problems to
be dealt with should be more definitely known.
It is felt that research must resolve multiple
uncertainties regarding .the availability and
capabilities of both offensive and defensive
weapons of the future before the composition
of the armed forces to employ them can be
planned. When these perplexities are clari-
fied, presumably in a period of peace, firm de-
cisions can be taken to meet the demands of
future warfare.

Present United Kingdom military policies
arising out of the foregoing considerations
are:

a. To Concentrate Increasingly on Defense
of the United Kingdom.

(1) Available resources no longer allow the
UK to assume as fully as before its responsi-
bility for Commonwealth security and other
widespread defense commitments; at the same
time the UK is more vulnerable to attack and
to devastation than ever before. Increased
roles in the defense of the Commonwealth
and its communications are therefore being
devolved upon the Dominions, and very con-
siderable effort is being given to strengthening
the economic and military potential of the
colonies.

(2) The RAF has replaced the navy as the
first line of defense, despite Britain’s known
vulnerability to submarine blockade. It has,
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next to defense research, highest priority for
military expenditures.

(3) Foreign military commitments are be-
ing reduced or ended wherever feasible. The
UK has (a) reduced its commitment in
Greece, handing over responsibility to the US,
(b) accepted a shared responsibility with the
US in the Middle East generally, (c) devolved
upon Australia a principal share in maintain-
ing security in the Pacific area where US in-
terests abut and overlap Commonwealth se-
curity needs, (d) reduced the sizes of less
critical overseas garrisons, and (e) ended all
troop commitments in Burma and India. On
the other hand, and in great part counter-
balancing these reductions, are (a) the neces-
sity of employing substantial forces in Malaya
and in Hong Kong, and (b) the thorny prob-
lem in the British-occupied ex-Italian colony
of Libya, where the UK wishes to develop a
base in Cyrenaica to replace, if necessary,
those in Egypt (where treaty arrangements
may not be extended beyond 1956) but has
been hampered by an impasse in the United
Nations concerning permanent disposition of
the area.

b. To Maintain a Reasonable War Potential.

(1) First objective is to maintain, during a
period of quantitative weakness, qualitative
progress of the armed forces by intensive re-
search and development in the fields of tech-
nology likely to influence future warfare. As
far as possible since the war, the UK military
has shielded research and development in the
three services from budgetary cut-backs, per-
mitting the onus of economizing to fall on
re-equipment programs. Adopted projects
are characterized generally by distant materi-
alization dates and by predominant attention
to defensive weapons and equipment. Al-
though substantial progress is being achieved,
programs are often beset with delays arising
out of shortages of scientific manpower and in
obtaining specialized equipment. For ex-
ample, the earliest service date of the most
advanced guided missile has been set forward
recently from 1957 to 1959.

(2) In equipment, the announced policy is
to make maximum use of accumulated stocks
and austerely to limit replacements and the
introduction of new types. This is based both
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on the particular necessity of conservation
under present circumstances and on the view
that technological developments would
quickly render obsolete any interim equip-
ment now manufactured. However, new pro-
duction of certain categories of arms on a
limited scale was authorized in the fall of
1948, notably jet aircraft for both the RAF
and the Brussels Pact Powers.

(3) In respect to manpower the factors are
more complex and no uniform policy has
been carried out. Releases from the armed
forces have been accelerated or decelerated
as economic stress or strategic necessity has
prevailed. Women have been integrated into
all Regular Forces on a Ppermanent basis.
Peacetime national conscription, effective 1
January 1949, was introduced to meet de-
mands for a continuous reserve to be immedi-
ately available in an emergency, but failure
of recruiting to provide needed numbers for
the army and air force was a signal concomi-
tant. Under this measure conscripts from
the age bracket 18-26 will train under and
serve with the Regular forces for 18 months
and then be discharged to four years obligated
part-time service in auxiliary or reserve or-
ganizations. A dissenting opinion holds that
the needs of the regular forces should be met
by volunteers, while conscripts should serve
only six months for basic training and not
be used to fulfill current military obligations.

(4) Mobilization planning marked time un-
til the Berlin blockade was established; the
situation now is as follows:

(a) Navy: (See page 88.)

(b) Army:. Mobilization planning began
in the spring of 1948. Requirements of the
British Army of the Rhine, the Middle East
Land Forces, and the UK home base have been
completed, but are subject to periodic revision
when checked against available manpower,
equipment, shipping, and the capacity of the
mobilization machinery. Indications are
that equipment shortages would be the major
difficulty in reaching planned strengths, and
that financial considerations will not permit
the steps necessary to rectify this situation.

(c) Air Force: Plans are complete and de-
tailed for a very rapid expansion of Fighter
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Command plus the control and reporting or-
ganization. Further plans are bemg devel-
oped slowly.

(d) Industrial: The Ministry of Supply is
working on a long-range plan for emergency
industrial mobilization. Successive steps are
now envisaged as (1) increased work week to
56 hours, (2) introducing night shifts, and (3)
fully utilizing existing factory capacity, fol-
lowed by expansion. Development of under-
ground plants is not contemplated; strategic
stockpiling is virtually non-existent; machine
tools for the airframe industry have been sur-
veyed and a sufficient number placed in re-
serve to produce approximately 40 percent of
peak wartime output and other special tools
are in storage; a list of jobs to be draft ex-
empt has been prepared.

(5) Owverseas bases in strategic areas and
on important lines of communications, most
of them long held by the UK, are not being
abandoned by the military. The ring of bases
around Eurasia, extending from Gibraltar
through the Mediterranean Sea and Indian
Ocean to Hong Kong—enlarged by additions
in Cyrenaica—is an irreplaceable asset in Brit-
ish strategic planning. The retention, main-
tenance, and development (if need be) of these
bases are not seriously questioned in the UK,
and they are freely available for US use.

c. To Develop Ties with Other States Likely
to Add to the Security Potential of the UK.

(1) Close collaboration with, and reliance
on, the US forces is a basic postwar British
policy which has grown out of (a) Britain’s
inability to secure by itself its far-flung com-
mitments, and (b) recognition that the se-
curity interests of the UK and the US largely
overlap.. Cooperation is apparent in all fields
of military activity: research and develop-
ment, staff planning, intelligence, overseas
base organization, and strategic deployments.
The British desire to maintain the Combined
Chiefs-of-Staff organization in Washington
and to promote the standardization of equip-
ment. In event of war, the British military
expect to rely heav11y on US industrial
strength

(2) Dlsappomted in the prospects of col-
lective security through the United Nations,
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the UK has also turned to regional defense
concepts. Under the Brussels Pact the UK is

\engaged automatically to go to war for de-

fense of the signatory powers. Two recent
experiences of premature involvement in a
continental war have caused doubts of the
wisdom of such a commitment but they are
partly allayed by the continuing entente cor-
diale with the United States, and by the North
Atlantic Pact which links US potential to
Western Union for the creation of a realistic
deterrent to Soviet aggression. The idea of
similar pacts for the Middle East and for
Southeast Asia or the entire Far East is also
under consideration in London.

(3) The Dominions are assisted to play
their inevitably larger role in Commonwealth
security. They are encouraged to enter re-
gional defense arrangements; they participate
in a considerable interchange of knowledge
and facilities; they are supported and assisted
militarily by staff advice, training of armed
forces either in the UK or in the country itself,
and provision of some equipment. Alto-
gether, liaison with the Commonwealth forces
is fairly close and continuous, and it is sig-
nificant that the UK looks on the white-gov-
erned dominions as presumptive allies in case
of a major war although no binding agree-
ments exist.

(4) Various countriesreceive defense assist-
ance in widely varying fashions and degrees
ranging from the virtually total maintenance
of the defense forces of Transjordan to the
mere selling of British types of military air-
craft to such countries as Sweden and Switzer-
land. The aim is to facilitate to the most
feasible degree in each case the rapid incorpo-
ration of these potentials into British defense
techniques and technologies.

3. The Armed Forces.
Royal Navy *

a. Historical.

The Royal Navy is the oldest of present day
naval services if age is reckoned in terms of
recorded continuous existence. It is a prod-

* This section on the Royal Navy was contributed
in its entirety by the Office of Naval Intelligence,
on 2 September 1949.
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uct of historical evolution rather than legis-
lative creation. The institution of the “King’s
Ships” in the Middle Ages may be regarded as
a beginning. Briefly, this was a wartime
force composed of armed merchant ships ob-
tained under agreement between the King and
the “Cinque Ports.” It was later suppie-
mented by the permanent acquisition of ships
by the Sovereign, who operated them in mer-
cantile trade during intervening periods of
peace. Under the Tudors, vessels specifically
intended for combat made their appearance.
With them the idea of maintaining a perma-
nent fighting force afloat, as distinguished
from a merchant marine requisitioned for the
“duration,” gradually developed. While the
great sailors under Queen Elizabeth were more
gentlemen adventurers than professional
naval officers, Cromwell laid the foundation
for a regular naval organization when he ap-
pointed capable soldiers to lead the fleet and
raise the standards of discipline afloat. The
numerous hard-fought and successful naval
wars of the 18th Century, culminating in the
repulse of Napoleon’s bid for domination, re-
sulted in the emergence of the Royal Navy as
we know it today. The 19th Century with its
industrial revolution, expansion of commerce,
improvements in the standard of living, and
development of constitutional government was
reflected in a succession of naval administra-
tive reforms and a complete revolution in ship-
building, armament, equipment, tactics and
techniques of naval warfare. Britain reached
the pinnacle of naval strength and prestige
during the decade preceding World War I
The enemy’s submarine campaign of that war
brought Britain to the brink of defeat. Since
1918 there has been a gradual but steady de-
cline in the relative strength of the Royal
Navy until the outcome of World War II left
it as one of three surviving effective instru-
ments of maritime power. The sea-air threat
to Great Britain’s existence from 1939 to 1945
was even greater than that of 1914-18 or of the
Spanish Armada. Despite the exhaustion
brought about by this conflict, the elimina-
tion of all but one possible naval enemy
(USSR) has enhanced the relative position of

" the Royal Navy. With the US Navy as a pros-

pective ally, it is now much freer to adapt
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itself to impending revolutionary changes in
maritime warfare and prepare for future con-
tingencies.

b. Organization.

The main directive, administrative, and ju-
dicial body of the Royal Navy is the Admiralty,
comprised of four divisions; namely, the Board
of Admiralty, the Naval Staff, the Sea Lords’
Departments, and Secretariat. The Board is
composed of two groups, the political and pro-
fessional, and at present consists of four ci-
vilians and seven naval officers of flag rank.
Three civilians are members of Parliament
and the fourth is a civil servant. The senior
civilian member (the First Lord), correspond-
ing to the Secretary of the Department of the
Navy in the United States, is responsible to the
Crown and to Parliament for all the business
of the Admiralty, but may delegate such du-
ties and responsibilities as he may think fit.
The senior naval member is known as the
First Sea Lord and is the chief naval profes-
sional advisor to the First Lord and to HM
Government. The First Sea Lord is also Chief
of Naval Staff and has the over-all responsi-
bility of the formulation of strategic policy,
planning, and doctrine. The Second, Third,
and Fourth Sea Lords are departmental heads.
The Fifth Sea Lord acts in a dual capacity as
a departmental head and as Deputy Chief of
Naval Staff for Air. In addition to the fore-
going, two other naval officers, the Vice Chief
and Assistant Chief of Naval Staff, are mem-
bers of the Board. The Parliamentary and
Financial Secretary, and the Civil Lord, are
Members of Parliament and their duties are
mainly in connection with liaison with that
body. The Permanent Secretary is a civil
servant and is responsible for the coordination
of administration within the Admiralty.
Command organization of the Royal Navy con-
sists mainly of area or geographical types,
each headed by a commander-in-chief re-
sponsible to the Admiralty for the administra-
tive and operational functions of the forces
attached to his command. The major sta-
tions are as follows: Home, Mediterranean,
East Indies, Far East, South Atlantic, and
Americas and West Indies. In addition to the
area commands there are three major func-
tional commands, namely, Flag Officer (Air),
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Flag Officer Submarines, and Flag Officer
Commanding Reserve Fleet.

c. Mission.

The mission of the Royal Navy is to estab-
lish and maintain the requisite maritime con-
trol to ensure success of the over-all war effort.
Its principal objectives in support of this mis-
sion are: (a) the destruction or neutralization
of enemy maritime power; and (b) the pro-
tection of Britain’s own vital sea communica-
tions. The first objective is to be accom-
plished by: direct attack on enemy naval and
merchant shipping at sea and in port; block-
ade of enemy access to the world’s oceans and
critical coastal areas; and the interdiction and
harassment of vital enemy air and coastal
communications and installations. The
threats to Britain’s vital sea communication,
which the navy is to counter, are attacks by
enemy sea forces and enemy shore-based air
forces, and enemy maritime sabotage and sub-
version. In addition, the navy is to support
British and allied amphibious assaults and
assist in repelling those of the enemy.

d. Strength and Disposition.

The British Fleet is currently composed of
5 battleships, 6 aircraft-carriers, 6 light air-
craft-carriers, 2 heavy cruisers, 24 light cruis-
ers, 115 destroyers, 63 submarines, and 172 es-
corts. All vessels are modern. Of these, the
following are maintained in an operating con-
dition: Home Waters: 3 battleships, 2 aircraft-
carriers, 2 light aircraft-carriers, 3 light cruis-
ers, 31 destroyers, 22 submarines, and 18 es-
corts; Mediterranean: 4 light cruisers, 15 de-
stroyers, 7 submarines, and 8 escorts; South
Atlantic: 1 light cruiser and 2 escorts; North
America and West Indies: 1 light cruiser, 1
submarine, and 2 escorts; East Indies: 2 light
cruisers and 3 escorts; Pacific: 2 light aircraft-
carriers, 1 heavy cruiser, 2 light cruisers, 4
destroyers, and 5 escorts. A few destroyers
and escorts are held in reserve on overseas
stations, otherwise the bulk of the non-opera-
tional ships are based on United Kingdom
ports. Basic design principles of British com-
batant vessels emphasize ruggedness, utility,
and simplicity. British ships lack the empha-
sis on speed found in Italian construction, the
compartmentation of German vessels or the
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endurance of US fleet types. In general over-
all characteristics, however, British naval ar-
chitecture is superior to continental European
counterparts. During World War II British
warships generally performed well under ar-
duous conditions and were engaged in most

of that war’s surface naval engagements be-
tween larger vessels. The newest and largest
battleship is Vanguard. Except for her 35-
year-old but still very effective main-battery
guns, she compares favorably with her foreign
contemporaries. The largest available car-
riers are Implacable and Indefatigable of pre-
war design. While inferior to the standard
American CV in plane-carrying capacity, they
are superior in flight deck protection. The
latest destroyers in commission (“Battle”
Class) were specifically designed for anti-air-
craft screening. The escort ship category in-
cludes the best of the classes evolved during
the war and has proven extremely useful in
postwar police duties on outlying stations. All
submarines are of the conventional type, al-
though all are being fitted with snorkel; some
others are to be reconstructed along the lines
of the US “Guppy” type. The Royal Navy
has its own naval aviation; the carrier and at-
tached air squadrons are widely regarded as
having supplanted the battleship as the prin-
cipal striking weapon of the fleet. For a total
of some 160 naval aircraft in front line opera-
tion there are over 2,000 in the naval organ-
ization and more than 300 in long-term stor-
age. The Admiralty hopes in ten years to in-
crease front line strength to 350.

Naval construction has greatly slowed down
since the war. Work is proceeding at a lei-
surely pace on two large aircraft-carriers, 4
light aircraft-carriers, and 8 destroyers.
They are left-overs from wartime programs.
No postwar program of construction has been
announced to date.

e. Amphibious Forces.

In Great Britain amphibious warfare is
known as ‘“‘combined operations” under the
direct control of the Minister of Defence.
The “Chief of Combined Operations Staff”
heads a joint command composed of elements
drawn from all three armed services, and is
mainly concerned with planning, develop-
ment and training. Although the present
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Chief of Combined Operations Staff is a Royal
Marine General, there is no requirement that
this billet be filled by a Royal Marine, and it
is possible that the command will rotate be-
tween the three services.

f. Principal Naval Bases.

(1) Portsmouth—major operational and
maintenance base; building yard for cruisers,
destroyers, submarines; also conversion, refit
and heavy repair of all warships; drydocking
facilities; research, experiment and training
facilities; principal naval personnel entry de-
pot for Royal Navy; fleet logistic facilities;
Headquarters, CinC Portsmouth and Head-
quarters of Portsmouth Group, Royal Ma-
rines.

(2) Portland—destroyer operating base
and dockyard; primarily an operating base but
capable of repair and refit of destroyers and
below.

(3) Devonport—major operating and main-
tenance base; repairs, conversion and refit of
all classes of warships; principal naval per-
sonnel depot; logistic facilities for mainte-
nance of large fleet; Headquarters, CinC Ply-
mouth, and Plymouth Group, Royal Marines.

(4) Chatham—major operating and main-
tenance base; repairs, conversion and refit of
warship classes through cruisers; destroyer op-
erating base; new construction yard for sub-
marines; principal naval personnel entry de-
pot; Headquarters CinC, Nore and Headquar-
ters Chatham Group, Royal Marines; complete

. fleet logistic facilities.

(5) Rosyth—operating and maintenance
base; repair yard for all classes of warships;
logistic facilities sufficient for local forces; de-
stroyer operating base; Headquarters of Flag
Officer Commanding, Scotland and N. Ireland;
fueling base for naval forces operating in area.

(6) Malta—operating and maintenance
base; Headquarters of CinC, Mediterranean;
major fleet operating base; repairs can be
made on all warships through light cruiser
classes; logistic facilities for Mediterranean
Fleet, large fuel capacity.

(7) Gibraltar—operating and maintenance
base; capable of making all repairs on classes
of warships through cruisers; major repairs
can be made on capital ships (except those in-
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volving plate manufacture); general logistic
support for ships in transit. '

(8) Trincomalee—operating base; Head-
quarters of CinC, East Indies; repair facilities
for ships through destroyer classes; fuel and
logistic facilities for East Indies forces.

(9) Singapore—major operating and repair
base; Headquarters of CinC, Far East and Flag
Officer, Malaya; Naval Operating Base, heavy
repair facilities for all classes of warships but
badly damaged during World War II; very
little repair work accomplished in 1948-1949.

(10) Hong Kong Dockyard—operating and
repair . base; capable of repair work on all
classes of vessels through cruisers; facilities
are not fully operational; operating base for
Far East Station Forces.

(11) Bermuda—operating and repair base;
Headquarters of Americas and West Indies;
dockyard is capable of repairing vessels
through cruisers; logistic facilities sufficient
to maintain small naval forces.

(12) Simonstown—operating and repair

base; Headquarters of South Atlantic Station; .

dockyard is capable of repairing vessels
through cruiser classes; logistic facilities suf-
ficient to maintain small naval forces.

g. Personnel.

The personnel strength of the Royal Navy
is currently around 145,000 men of which ap-
proximately 108,000 are attached to general
service, 16,000 in Naval Aviation, 13,000 in the
Royal Marineés, and 7,000 in the WRNS. The
organized Naval Reserve numbers approxi-
mately 45,000 men, and in addition, there are
an estimated 200,000 naval veterans of World
War II who could be considered as eligible for
service in the event of emergency. This lat-
ter figure, however, is subject to diminution
with the passage of time. The reserve train-
ing program has been rather disappointing
to date. The Royal Navy differs from the
United States Navy in the degree of speciali-
zation entered into by both officer and en-
listed personnel. The Executive Branch of
the service corresponds generally to the “Line”
except that the Royal Navy places the engi-
neering duty in a specialist category, and the
only officers who may exercise command over
personnel other than in their own branch of

service are those belonging to the Executive
Branch. Royal Naval officers are mainly pro-
cured from graduates of the Royal Naval Col-
lege, Dartmouth, and the Royal Naval Engi-
neering College located at Plymouth. Oppor-
tunity is also afforded to enlisted personnel to
receive commissions from the ranks. Enlisted
personnel are mainly volunteer, though with
the passage of National Service Act the navy
expects to procure some 10,000 men per year
by conscription. Personnel morale is fairly
high considering the economic conditions
which affect service conditions in the navy.

h. Mobilization.

A mobilization plan is being formulated by
the Naval Staff of the Admiralty but to date
complete mobilization information is not
available pending the results of studies being
conducted. The Royal Navy would be able to
mobilize approximately 100,000 men the first
month to six weeks after declaration of hos-
tilities. Beyond this, the matter is still in a
state of flux. '

i. Effectiveness.

The Royal Navy is qualitatively and quan-
titatively superior to any other European navy
and is the nucleus around which naval de-
fense of Western Europe is being constructed.
Though reduced in size from that existing in
the past, it is, comparatively speaking from
the naval standpoint, stronger than in prewar
days because of the disappearance or reduc-
tion of potential naval enemies. Any change
in the effectiveness of the Royal Navy will re-
sult from a change in the economic status of
the United Kingdom.

Army

a. Manpower.

The army suffers greatly from manpower
difficulties, both short-term and long-term.
Economic crises at home and unexpected com-
mitments abroad, particularly the prolonga-
tion of occupational duties, have upset short-
term planning which envisaged a slow and
orderly demobilization in consonance with the
anticipated reduction in manpower needs to
be met in a period of peace. The long-term
plan contemplated that interim army com-
mitments could be fulfilled by superimposing
periodically on a Regular element of some
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200,000 a slightly lower number of new con-
scripts who, after 18 months of active duty
training and service, would transfer to the
Territorial Army (similar to the US National
Guard) for four years part-time obligation
and thus build up by mid-1954 a continuously
available trained reserve of about 600,000. As
international tension and prolonged ¢cccupa-
tional duties have been unexpectedly injected
into this interim period, the diversion of some
50 percent of the Regular Army to train con-
tinuously the influx of peacetime conscripts
is causing much disquiet. A further problem
arises out of failure of volunteer recruiting for
the Territorial Army to provide needed cadres
to receive the flow of conscripts from the ac-
tive army to commence in June 1950. But
more importantly there are now emerging im-
plications of new and large commitments un-
der Western Union and North Atlantic Pact
strategic planning, commitments the UK will
not be able to satisfy with troops unless man-
power policy is again revised. Until concrete
planning is possible the army’s size will con-
tinue on an ad hoc basis. Current thinking
views a figure of about 390,000 by early 1950
as compared with the present size of 405,000
(180,000 Regulars; 215,000 Conscripts; 10,000
Women) and a 1938 strength of about 198,800.

While the quantity of manpower is a source
of continuous concern to the army, it is also

c. Disposition (July 1949).

Area UK Troops’ Colonials
United Kingdom 234,000***
Germany 60,000
Austria 7,100
Trieste 5,100
Gibraitar 3,500 .
Malta 1,100 1,900
Greece 5,000 o
Cyprus / 3,300 300
Libya 15,000 3,500
Egypt 30,000 8,000
Sudan and Eritrea 1,800 o
East Africa 7,500 25,500
West Africa 1,700 14,500
Aden . ’ 150 o
Transjordan * 1,500 o
Malaya 19,000 20,000
Ceylon 500 300
Hong Kong 3,500 2,100
Caribbean 1,000 600
India 240 300
S
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suffering from qualitative weaknesses. The
majority of those volunteering are fitted only
for infantry duties and not for technical bil-
lets in armored, signal and artillery units, and
these elements are improperly and insuffi-
ciently filled.

b. Equipment.
An inventory of stocks on hand indicates
that the Army could equip:

2 Armies

5 Corps

1 Airborne Division

10 Infantry Divisions
» 5 Armored Divisions
21 Heavy AA Regiments
82 Light AA Regiments

Geographic dispersal and uncertainties as to
spare parts and state of repair indicate a lesser
number of effective elements. Such equip-
ment would be of World War II types; present
production for rearmament is very modest
and pointed more toward maintenance of in-
dustrial techniques and prevention of stock
exhaustion than toward build-up. The army
expects to exist largely from this equipment
for five to ten years. A vigorous research and
development program is underway, but few
new designs have taken shape; highest pri-
ority is devoted to anti-aircraft artillery and

associated fire control equipment.

Armies Divs Brigs* Regts** Bns
.. . 39 28 18
1 2 1 7 4
. .. .. 4
1 -
. 2 1
. 3(2) .
1 . 1
.. 1
1 3 .
1 5 1
. . 2
. 2(2) 10(8)
. 1(1) 9(9)
. i .
1 . ..
1 3(1) 10(7)
. 1(1) .
2 i
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c. Disposition (July 1949) —Continued.

Area UK Troops Colonials Armies Divs Brigs* Regts** Bns
Pakistan 470 .. . . ..
Miscellaneous 3,540 Co .. .. .. .. ..

Total 405,000 77,000 1 3 47 5T7(T) **** 63(25) ***+

* British nomenclature; includes 38 Antiaircraft Brigades in the United Kingdom.
** Armored and Artillery Regiments (British nomenclature).

*** Includes about 4,000 reinforcements enroute to Hong Kong.

**** Figures in parentheses refer to Colonial units and are included in total.

d. Fighting Value.

Present combat effectiveness of the army is
low for a variety of reasons, involving man-
power problems and current employment, but
its fighting value is potentially high. The
major portion of the Regular Army is engaged
in training conscripts and is not ready for
operations. In occupied Germany, where
most conscripts are trained, only the most lim-
ited operations could be attempted. Elements
in the Middle East contain a high proportion
of Regulars and are almost operational while
those in the Far East are all Regulars and op-
erational. Morale is adjudged good under
prevailing circumstances; leadership remains
enlightened and resourceful; staff work is ex-
cellent. Incase of emergency the army could
reorganize with reasonable speed and effici-
ency, and draw on an immense pool of battle-
trained veterans.

e. Policy.

The army is committed to continental de-
ployment in support of Western Union
strategy, but reservations derive from other
requirements such as the defense of the
Middle East. It is assuming the initiative in
organizing the diverse elements involved. It
looks to the US for ultimate logistic support
to Western Union defense objectives and is
endeavoring to attain maximum practical
standardization of equipment. It does not,
however, discount the very considerable ca-
pacity of UK industry to supply army needs
and is pursuing extensive independent re-
search and development programs in weapons
and doctrines. The army foresees no major
alteration in the principles of strategic em-
ployment of armies but is carefully examin-
ing wartime experience against the back-
ground of envisaged weapons for future tac-
tical application. Cooperation and assistance

in many forms are extended to Dominion
armies and to other friendly nations likely to
add to UK war potential.

Air Force
a. Manpower.

With a planned reduction from a current
strength of 219,900 to 213,000 by April 1950,
the RAF suffers from a dearth of technically
qualified personnel, which is a major concern
of the UK defense organization. Current
strength is divided as follows: (1 July 1949)

Total
219,900

Women
14,800

Regulars
114,200

Conscripts
90,900

The low percentage of male Regulars, the low
proportion (50 percent) of these Regulars
with more than three years’ service, and the
effort necessary to convert Regulars and to
train conscripts in jet performance and main-
tenance, denote operational limitations for
which no remedy has become apparent. The
conscript does not meet manpower require-
ments of the RAF; his contribution during
eighteen months of rudimentary training does
not counterbalance the drain on potentially
operational manpower to administer the pro-
grams; whatever aeronautical knowledge he
acquires on active duty can be maintained
only by participation in active reserve units;
persons eligible for conscription who possess
basic education and skills adaptable to techni-
cal progress in eighteen months of RAF train-
ing are in high demand in UK industry.
Still, 37 percent of total manpower of the RAF
is assigned to the Technical Training Com-
mand where conscripts are trained in techni-
cal matters and the Regular is required to
master three separate trades. The jet age of
the RAF will require major concessions from
the UK economy before its latent effectiveness
per man can be realized.

smewir
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b. Aircraft.

All Home Command day interceptor squad-
rons have been equipped with Meteor or Vam-
pire jets; improved models of these aircraft
will continue to appear. The P-1040 (At-
tacker F. 1) will probably appear operationally
in Naval Aviation late in 1950. Long-range
fighter and ground attack roles now filied by
the conventional-engined Hornet and Tem-
pest will both gradually be assigned to the
Vampire V. The Mosquitoremains the stand-
ard night fighter. However, development
work in jets is under way, and a night fighter
version of the Meteor or the Vampire may ap-
pear operationally in 1951. Now that prob-
lems of interceptor requirements are appar-
ently solved, the emphasis has moved to the
development of bombardment-type aircraft to
replace the Lincoln and the light-medium
Mosquito. The British bomber program ap-
pears to be well organized and balanced. The
original plan of the RAF was to develop three
jet bombers with combat ranges of 4350, 3350,
and 1500 miles. Experienced re-evaluations
have resulted in many changes in priorities
and performance requirements, but the situa-
tion now is: (a) a flying scale model, the
B8/47, has been authorized for the 4350-mile
type; (b) a development contract has been let
for two prototypes of the 3350-mile type, the
B9/48, though it does not meet altitude and
speed specifications; (c¢) the 1500-mile type
has been replaced by a 1000-mile bomber, the
B5/47, which is committed to production. In
addition an interim jet bomber of 2600-mile
range, the “Insurance” or B14/46, is being de-
veloped, which is of sufficiently conventional
design to permit production straight from the
drawing-board in case of need.

e. Disposition.

Medium Light Fighters
Bombers Bombers
UNITED KINGDOM
Tactical Sq. 14 10 24
Aircraft in Tactical Sq. 96 64 192
GERMANY
Tactical Sq. .. 4 5%,
Aircraft in Tactical Sq. .. 32 88
MEDITERRRANEAN
Tactical Sq. .. 2 7
Aircraft in Tactical Sq. .. 16 104
S
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Reciprocating engine development for the
RAF is several years behind that for the US,
and the Shackleton, the new long-range re-

* connaissance aircraft for coastal command, is

powered by uncompounded Rolls-Royce “Grif-
fon” engines.

c. Armament.

The recoilless gun for fighter aircraft has
been dropped in favor of either four 20mm
guns with ammunition for fifteen seconds or
a 20/30mm mount giving ten seconds of
hypervelocity fire; current favor is toward the
former but specifications continue to allow for
possible change-over to the recoilless gun.

d. Electronics.

The anticipated complete conversion to jet
types has led to serious reservations about
committing future electronics installations for
aircraft pending a determinate analysis of the
space weight-performance compromises. Air-
borne radar interception for fighters is defi-
nitely scheduled but the new 20-mile set to re-
place present 7-mile performance will not be
ready until 1955. Bombers will carry tail
warning radar. Navigation electronics seem
well in hand, but target-marking techniques
and equipment and GCA programs are either
very fluid or marking time. The RAF will not
accept airborne early warning radar but bases
its future plans firmly on ground-controlled
detection and interception. Air defense plans
envisage up to 100 simultaneous interceptions
at altitudes up to 60,000 feet at minimum
ranges of 150 miles from the coast with ini-
tial detection ranges out to 300 miles, backed
by a 50-mile radar carpet over the vital por-
tions of the country; enemy altitude determi-
nation and IFF problems connected therewith
are far behind requirements.

Recon- Transport Liaison Total
naissance

11 17 2 flights 7642 flights

95 136 10 593
1 . 2 flights 1042 flights

8 . 10 138
3 5 2 flights 1742 flights

24 40 10 194

ET
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e. Disposition—Continued.

Medium Light

Bombers Bombers
FAR EAST
Tactical Sq. . .. 1 2
Aircraft in Tactical Sq. .. 12 16
GRAND TOTAL
Tactical Sq. : 14 17 38Y,
Aircraft in Tactical Sq. 96 124 400

f. Fighting Value.

Because of budgetary considerations, vary-
ing degrees of emphasis have been placed on
component commands of the RAF with first
priority having been given to Fighter Com-
mand. Aggressive emphasis on development
of the Fighter Command interception capa-
bilities has produced in the UK a creditable
control and reporting - organization and a
fairly well-trained force of jet interceptors.
There is no doubt that RAF interceptor capa-
bilities are qualitatively unsurpassed, but
Fighter Command should not be considered
ready to deal with saturation attacks. The
Royal Auxiliary Air Force is not yet a calcu-
lated part of RAF defense potential, though
squadrons are being equipped with jet fight-
ers as rapidly as ground crews can be re-
cruited.

The Bomber and Coastal Commands in the
UK, and all overseas commands, with excep-
tion of fighter units in Germany, possess only
a slight capability beyond that available to
the same number of aircraft at the close of
World War II. :

Now that the capabilities of the Fighter
Command have been built up, Bomber Com-
mand will receive additional emphasis. Dur-
ing recent exercises the inadequacies of both
personnel and aircraft of the Bomber Com-
mand have been brought to the attention of
the RAF planners and, as a result, Bomber
Command will receive a higher priority.
While it cannot be said that the Coastal Com-
mand is neglecting anti-submarine research
and development, programs are necessarily
subordinate to those for fighters and bombers.
Practically all World War II aircraft in re-
serve are in open storage and deteriorating
rapidly. Nearly all commands outside the
UK are at full strength of World War II types

Fighters Recon-

Transport Liaison Total
naissance
4 3 1 11
23 24 20 - 95
18%, 25 1 Sq.+6 1144-6 flights
flights
150 200 50 1020

of aircraft. However, some commands are
equipped with postwar jet fighters.

g. Policy. ,

The policies of the RAF are determined
partly by a basic decision to concentrate on
the air defense of the UK itself. It was the
overriding requirement for a high-speed, high-
rate-of-climb, pure interceptor which deter-
mined all-out concentration on turbine-jet
engine development even though the further
development of the reciprocating engine had
to be abandoned. The RAF is committed to
the strategical objectives of Western Union
air defense plans, a development very welcome
to the air force command which has long
recognized the value of extending the outer
defense arc without loss of the ability to con-
tract it when necessary. . There is some reser-
vation, however, to restricting the supply of
jet equipment and techniques to other West-
ern Union countries because the policy would
sharply reduce the export potential elsewhere;
the RAF has always depended a great deal on
its aeronautical exports to finance research,
and returns from former conventional engine
exports are diminishing. There is consider-
able export activity in jet aircraft to non-
Western Union countries at present which will
be curtailed when it becomes necessary. It
appears likely that the RAF will assume full
responsibility for coordinating the training
and equipping of all Western Union air forces.
The policy of close liaison and coordination
with the USAF will be continued.

Colonials

© Today’s active colonial military manpower
of 77,000 by contrast with a prewar strength
of 43,000 indicates the new importance at-
tached by the UK to its empire defense po-
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tential.
to:

(a) Manpower and financial stringencies
of the UK; : .

(b) Increased stfategica,l exposure of re-
maining Middle East bases creating a new in-
terest in African bases which are near the
largest sources of Colonial manpower;

(c) The gratifying World War II record of
Colonial forces.

This importance may be attributed

4. Mass Destruction Weapons.

The use of atomic energy has first priority
for the expenditure of British manpower and
material devoted to research and development.
This priority is established more in order to
solve long-term industrial and economic prob-
lems than to develop military capabilities, but
atomic weapons are also under development.

The UK possesses the capability of conduct-
ing large-scale, sustained chemical warfare,
employing standard World War II equipment
with improvements paralleling closely those
of the US, including the use of captured Ger-
man “G” nerve gases. .

Biological warfare is considered primarily
as a weapon for strategic use by the RAF.
Present research and development objectives
are not likely to materialize prior to 1957, al-
though this date could be advanced if man-
power and equipment shortages were over-
come. The UK is at present incapable of
waging BW or of protecting itself from its ef-
fects.

To maintain progress in developing weapons
of mass destruction it has been decided to con-
centrate on basic research instead of on en-
deavors to refine known methods and equip-
ment. Details of the organization for high
level control and supervision of this research
and development are shown in ORE 16-48.
Once objectives and priorities are established
the Ministry of Supply administers the pro-
duction programs to meet agreed require-
ments. ;

5. War Potentiai. :
' Manpower.
a. Organized Reserves.

The very modest plans of the reserve organ-
ization for fiscal 1950 (tabulated on the next

pages) represent for the most part reductions
in the goals announced in September 1948.
These reductions probably reflect a decision
to bring announced targets into line with re-
cruiting rather than a change in the desired
levels. General war weariness, poor induce-

" ments, and an apparent feeling of “they know

where I am if they want me” are the reasons
for the unsatisfactory situation. Faced with
a more visible danger to national security,
however, the reserve manpower could be ex-
pected to respond adequately.

b. Potential Total Military Manpower.

Present distribution of Britain’s males in
age bracket 15-50 (1 May 1949) is:

Armed Forces 738,000*
Trained Reserves 4,729,000
Fit but untrained 4,043,000
Unfit 3,070,000

Total 12,580,000

* Excludes an estimated 7,000 armed forces per-
sonnel 50 years of age and over, and approximately
32,000 personnel in the Women’s Components.

A downward male population trend of about
one-half million per ten years in bracket 20-34
plus foreseeable needs for increased manpower
for wartime defense of the UK itself indicate
that Britain may not be able to muster as
many combat forces as in the past. How-
ever, it is believed that in an early emergency
the UK could mobilize the peak strength
achieved in World War II, 5,200,000. The
quality of manpower and woman power is high
in adaptability, dependability and, for about
ten years, will continue possessed of wartime
experience.

c. Colonial Potential.

In World War II the Colonies contributed
556,577 ground troops and about 15,000 sea-
men to the Commonwealth effort. The rec-
ord of the Colonials in that war left no doubt
as to their fighting value when properly
equipped, trained and led. By continuing
programs for sociological and economic ad-
vancement in the Colonies the UK anticipates
a larger proportion of useful military man-
power will be available from a total popula-
tion of 60 million.
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NAVY RESERVES

Authorized 1949/50
Name 1943/ 52 R Description establish- Target Sﬁcwagh Remarks
Budge ment Strength reng
Royal Fleet Reserve $2,000,000 Certain Ex-Naval and Marine ratings who None speci- 25,000 17,000 Intake of 700/month
volunteer to join within 5 years of dis- fied (Sept. 48) increased in Sept.
charge from RN; no periodic training 48 to 1000/month.
now because of recent war experience.
Royal Naval Volun- 1,060,400 Organized on Territorial basis in 12 Divi- 1,830 offi- 1,830 offi- 3,241
teer Reserves sions, including 4 air squadrons; obliga- cers cers (15 Jan.)
tory part-time service for both officers 12,890 rat- 5,000 rat-
and ratings. ings ings
Royal Naval Reserve 524,000 Officers and men of Merchant Marine; no 2,000 offi- 1,900 offi- c. 500 Only a limited activ- '
drills or training. cers cers Unknown ity now Dbecause
: 10,000 rat- 3,500 rat- most entries and re-
ings ings entries had war
. service. ,
Royal Marine Force 152,000 Corresponds.to RNVR Interim Same as in- 199 total Newlycreated branch;
Volunteer Reserve 200 officers terim es- (15 Jan.) establishment to be
1,300 other tablish- increased.
ranks ment
Royal Naval Volun- none Officers who perform no training but will No informa-
teer Supplemen- serve when called upon. tion
tary Reserve
Royal Naval Emer- none Ex-Naval and ‘Marine ratings not having Not fixed 50,000 Unknown Considerable activity

gency Reserve
Royal Marine Emer-
gency Reserve

joined other Reserve organizations.

to bring addresses
of these men up to
date to facilitate
emergency mobili-
zation.
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AIR FORCE RESERVES

Authorized 1949/50
Name 1949750 Description establish- target Actual
Budget ment strength strength
Royal Aucxiliary Air $1,392,000 Raised and maintained on a territorial 20 Flying 1,350 Off. 4,459 Flying squadrons di-
Force basis as an operational reserve to be Squads 18,650 Air- (15 Jan.) vided=
ready for immediate action with RAF; 20 RAF men 13 day interceptor
non-continuous week-end training plus Regi- m 3 night interceptor
15 days active duty; flying personnel re- ments 4 Light Bomber cur-
quired to perform 125 hours flying per 26 Air De- rently restricted
year. fense by ground crew
Units shortages. RAF
Regiments pro-
vide air field de-
fense; Air De-
fense units are
the control and
reporting organ-
izations.
Royal Air Force 2,296,000 Officers and airmen who served in mobil- not fixed 7,300 Off. 3,509
Volunteer Reserve ized RAFVR during last war and now re- 17,700 Air- (15 Jan.)
’ joined; non-continuous week-end train- men
ing plus max. of 15 days active duty; 40 25,000
hours flying time per year.
Royal Air Force 168,000 Officers and airmen transferred thereto not fixed 1,000 Off. Unknown This organization will
Reserve . after active duty service; may be re- 1,000 Air- probably absorb
quired to perform maximum of 15 days men most conscripts af-
active duty each year. 72,000 ter their discharge

Royal Observer
Corps

380,000 Uniformed civilian organization trained to
identify and report aircraft.

14,000

from active RAF
duty to part-time
4-year obligated
service.

57 full time officers
provided for; others
are spare-time vol-
unteers.
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ARMY RESERVES

Actual Strength

Name Description  (as of 1 April 49)
Territorial Army Part-time reserve to provide from outset a large 70,941
part of ground defense of UK against air at-
tack and to provide a second line for the active
army and a basis for its expansion. To be
filled by volunteers until conscripts commence
obligated 4-year service in July 1950
Royal Army Reserve Ex-Regular Army personnel in several categories 44,042
entailing varying degrees of training and li-
. ability for active service .
Supplementary Reserve Technicians and specialists accepted on volunteer 37
basis in categories entailing varying degrees of
: liability for active service
Class “Z” Reserve Demobilized war veterans . 2,637,831
Class “W” Reserve War veterans who were demobilized before their 234,408
normal release date in order to enter essential
occupations
Officer Reserve Components:
Regular Army Reserve of Former Regular Army Officers 6,252
Officers
Territorial Army Reserve Former Officers of the Territorial Army 3,207
of Officers )
Supplementary Reserve of Former Officers of the Supplementary Reserve 583
Officers h
Unemployed List Former Officers who served in war emergency 190,911

commissioned status

Economic
a. Natural Resources.

Natural resources are very limited. The
UK can produce no more than two-thirds of
its own food requirements; it has adequate
coal and low-grade iron ore. All other strate-
gic materials have to be imported in whole or
in part. Empire requirements were largely
met in local areas during the last war, as
planning had been aimed to make the sterling
area self-sustaining.

b. Industry

If it is provided with raw materials and
protected from serious damage, British indus-

try can produce most military equipment on’

a scale more than sufficient for its own forces.
It needs to import certain technical equip-
-ment for which mass production facilities do
not exist. In the last war the UK produced
70 percent of all munitions used by the Em-
pire and Commonwealth armed forces, plus
substantial quantities sent to its allies. Ma-
chine-tool and die-manufacturing capacity,
while large, is not sufficient to meet entire
wartime needs, and imports of machine tools
are depended on to some extent. Being a

S

highly industrialized natidn, the UK has the
necessary technically skilled manpower.

During the last war the UK became adept
at conversion of existing facilities to increase
military production, and it can be assumed
that similar action would be taken again
in case of need, probably much more
quickly. One of the chief factors of in-
creased production-in the last war was the
letting out of subcontracts to thousands of
small firms scattered all over the country.
This also provided a certain amount of pro-
tection through dispersal.

c. Finance.

The UK has sound budgetary fiscal policies
and now achieves a budgetary surplus. Al-
though the internal debt is large, this would
not be a barrier to successful internal financ-
ing of a war. But the British Commonwealth
and Empire do not have sufficient material re-
sources themselves for fighting a full scale war
against a major power, and would have to ob-
tain such resources from other parts of the
world. Because of the liquidation of overseas
investments, unfunded overseas debts of the
last war, and minimal gold and exchange re-
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serves, the UK would be severely limited in its
ability to buy or to finance these purchases.

Science

a. Competent Scientific Manpower.

The manpower shortage extends to the
scientific field and, although British scientists
are technically competent, their shortage is
the cause of much concern and study on the
part of government planners. It appears that
there will be sufficient “pure” scientists to
meet the expected demands in the UK and Co-
lonial Service of 70,000 in 1950 and 90,000 in
1955, but the need for technologists to apply
the pure science is very urgent and not fully
filled, for the UK has never had schools simi-
lar to the Massachusetts and California Insti-
tutes of Technology. Efforts are being made
to remedy this deficiency, but it will be a long-
term project. Present distribution in govern-
ment agencies of scientific manpower between
defense and civil requirements (roughly 5,500
to 13,700) is not considered out of line by the
government.

b. Funds and Facilities.

Recognizing that scientific research is a
vital factor in both the present and future
security and economy of the nation, the gov-
ernment has made every effort to foster it
and has shielded it as much as possible from
financial and other restrictions imposed by
the recovery program. It does not follow that
funds for research are unlimited; many proj-
ects have been restricted on this account;
others have suffered from personnel and/or
plant inadequacies, although British scien-
tists are accustomed to “make do” with equip-
ment which their American colleagues would
consider inadequate to primitive. However, it
is the clear intention of the government to
continue emphasis on research and develop-
ment, including the defense aspect, and con-
siderable progress has been made in plant fa-
cilities for atomic energy, on plans for expan-
sion of microbiological and chemical work,
and on special testing equipment in the aero-
nautical and guided missile fields, as well as
in purely industrial pursuits. Dominion co-
operation has proved an important factor.
Annual Commonwealth Conferences on de-
fense science have tackled problems of coor-
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dination of research and prevention of dupli-
cation in order to achieve a maximum return
for personnel and money expended.

For some time to come the British scientific
effort will continue to be stronger in basic re-
search than in technological application.
Varying degrees of shortages of personnel,
funds; and facilities in different programs wiii
restrict the quantity of work accomplished,
but the quality will undoubtedly be of the
high caliber for which the UK is noted. The
best use of this potential will derive from
close integration and continued cooperation
with Commonwealth and American defense
research projects.

e. Guided Missiles.

The UK is conducting research and develop-
ment on all phases of guided missiles; present
emphasis is on fundamental design, and pro-
duction of an operational weapon is not ex-
pected for about ten years. Assigned a lower
priority than atomic energy or biological war-
fare, the guided missile program has also been
handicapped by the shortage of technical
manpower. Efforts are being made to initiate
industrial participation in this field, and Do-
minion contributions should prove of consid-
erable value.

d. Electronic.

Although the UK continues to hold the
highest position outside the US in electronics
research, available manpower and facilities
are inadequate for the scope desired in this
field. Government establishments and in-
dustry are therefore handicapped in meeting
Service requirements, the chief of which are
concerned with advanced air defense radar
equipment, estimated to be at least five years
from production.

Shortage problems compound themselves
in that understaffing leads to a longer devel-
opment period for new equipment, which in
turn necessitates modification of existing
equipment as an interim measure. Apart
from these problems, UK electronic produc-
tion capabilities wili remain about one-third
those of the US.

e. Atomic.

The British have two atomic piles in oper-
ation; a very small one for testing purposes,
and a more powerful one devoted primarily to
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basic experimental research and isotope pro-
duction for medical research and export.
There are over twenty particle accelerators in
operation or under construction in the UK.
Basic research is being vigorously prosecuted
at several universities, in government labora-
tories, and by large commercial firms. Al-
though the government has stated that
atomic weapons are being developed, nuclear
energy for industrial power has received major
emphasis. :

Allotted one of the highest priorities in the
research and development field, and primed
with an appropriation of £30 million ($121
million), the atomic energy program has suf-
fered mostly from delays in plant construc-
tion and/or expansion imposed by the eco-
nomic crisis. Britain has the industrial ca-
pacity to produce most of the necessary equip-
ment for atomic energy work. Raw mate-
rials, as well as some experienced scientific
personnel, are available from the Dominions,
several of which are also undertaking atomic
research.

' f. Chemical Warfare.

Within the limits imposed by shortage of
funds and skilled personnel, a small but com-
petent scientific staff is carrying out both of-
fensive and defensive CW research. Appre-
ciable stocks of flame, smoke, and other CW
material are stored in the UK today together
with the majority of required raw materials,
and manufacturing facilities are in being.
The stocks consist of what were available or
developed during the last war, and are re-
garded as interim insurance or retaliation
‘capability until new weapons indicated by
present research and development can be put
into production in an estimated five to seven
years.

Research and development is carried on in

government establishments, and manufacture
of CW agents is handled chiefly by the large
chemical industries in the UK. While capable
of considerable expansion, if necessary, pro-
duction could not operate on a scale com-
parable to that of the US.

There is complete coordination of effort
among the UK, Canada, and the US in CW re-
search, development, and planning for pro-
duction.

g. Biological Warfare.

Aware of the potential military value of BW,
the British have given their offensive and de-
fensive research and development program in
this field equal priority with atomic energy
work. Although limited by the chronic short-
ages of funds, staff and facilities, the highly
qualified group of scientists comprising the
BW organization have made considerable
progress. Steps have been taken to increase
the personnel, and new facilities are being
constructed for a broader scope of investiga-
tion and greater production. The latter will
be on a pilot scale only, as BW research is still
in the primary developmental stage and a
great deal of work remains to be accomplished.
The general aim is to bring into service by
1957 biological weapons comparable in stra-
tegic effect to the atomic bomb, and to de-
velop defense measures against them.

The close wartime cooperation among the
UK, Canada, and the US has been continued,
involving exchange of information and liaison
among the scientific and technical personnel.
While British efforts and production are un-
likely ever to achieve parity with the US in
quantity, the quality will remain very high.
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CHAPTER V

STRATEGIC CONSIDERATIONS AFFECTING US SECURITY

The UK is, by a vast margin, the most val-
uable and dependable of the allies of the US.
British cooperation is immensely valuable for
political and economic, as well as strictly mil-
itary, reasons. While Britain’s present eco-
nomic condition is expected to require US but-
tressing at least through 1951—as the only
alternative to a serious reduction in its inter-
national commitments and internal stabil-
ity—the cost to the US in exchange for a
strong and highly cooperative Britain is con-
sidered to be low.

1. Military.

The British armed services, apart from co-
lonial formations, have a qualitative fighting
value comparable to those of the US. No
other ally at the present time approaches this
standard. Quantitatively, the British forces
are weak relative to their commitments and
presently lack the capability to engage suc-
cessfully in large-scale operations; they are
capable, nevertheless, of rapid expansion if
provided with adequate equipment.

US-UK military cooperation is compara-
tively easy to maintain. In operational and
scientific research and development the Brit-
ish are continuing to make important ad-
vances which compare with or are supple-
mental to US progress in similar fields, and
which are largely available to the US. The
end-products of British intelligence continue
to be valuable to the US.

The immense importance to US security and
strategic plans of British or British-controlled
or British-influenced strategic areas, extend-
ing from the UK itself through the Eastern
Hemisphere, must also be appreciated. These
key points, for which no satisfactory substi-
tutes could be readily developed, are available
to US forces so long as the UK retains its
power over them and the UK Government re-
mains cooperative with the US.

British initiative and leadership in military
developments under the Brussels Treaty are
apparent.

2. Economic.*

The UK will continue to require US eco-
nomic support at least through 1951. If
US aid were withdrawn prematurely, how-
ever, an alternative means of coping with its
present economic weakness would be for the
UK to reduce its overseas commitments, the
size of its armed forces, and its defense
budget. (The British standard of living can-
not be reduced much further in peace time
without sacrificing political stability, nor is
it politically possible appreciably to cut back
the domestic social services). Such moves
would have direct adverse consequences to US
security; they would require an immediate
reassessment of US security requirements, and
either an immediate increase in international
strategic commitments with an accompany-
ing increase in the costs of defense, or the
acceptance of highly increased security risks.
Probably complicated political problems would
likewise emerge for the US in connection with
the necessary strategic adjustments abroad.
On balance, wisely calculated US economic
support for the UK clearly lowers the direct
costs of US security and obviates numerous
political complications which would spring
from British retrenchment. There is, more-
over, reason for modest optimism that the UK
will succeed in restoring viability in the early
1950’s, assuming the continuance of the
planned ECA aid, general economic coopera-
tion, and no outbreak of war, without having
to resort to further serious retrenchments af-
fecting the strategic situation.

* This section was drafted early in 1949. For a
further developmeni see ORE 75-49 “US Security
and the British Dollar Problem” (Confidential), 3i
August 1949. .
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As in the past, British industry is capable
of rapid conversion to the large-scale produc-
tion of high quality war materiel, although
steps to this end would require economic sup-
port from the US. The UK is depended on
for certain arms by numerous countries in-
cluding the Commonwealth nations, and the
British munitions industry is making impor-
tant contributions to the Brussels Pact forces.

British colonial territories are a source of
raw materials important or vital to the US in-
dustrial economy. These Empire resources
are of course important also to the UK as
dollar-earners; nevertheless, the US is receiv-
ing a full measure of cooperation in the sup-
ply of the commodities and in the expansion
of their production where necessary, although
the latter entails for the UK a risk of en-
couraging over-production.

The UK is likewise cooperating with the US
policy designed to deny the USSR and the

Satellites British products which have direct .

military value, and to limit the sale to them
of products having -indirect strategic uses,
though the British list is more restricted than
that of the US.

3. Political.

. British influence in greater or lesser degree
extends over much of the world beyond the de-
pendent empire. This influence is over-
whelmingly exerted toward ends which serve
the interests of US security. Although the
British Commonwealth is composed of inde-
pendent states, the UK often leads the think-
ing of the dominions and on most issues is
usually consulted by them. The British mili-

_seeReT

tary planners consider the white-governed do-
minions as presumptive allies in war, and
military ties with the Asiatic dominions are
very close.

‘Laborite Britain is particularly influential
with the European non-Communist Left,
which participates in or controls most west-
ern European governments and is believed to
enjoy widespread passive support in Eastern
Europe. British policies therefore tend to be
less suspect and more proof against propa-
ganda distortion than those of the US. It
follows that Anglo-US policies are likely to be
more acceptable in Europe than exclusively
US policies.

- The UK has long enjoyed a pervasive in-

,fluence in the Middle East. This may have
been seriously undermined by developing na-
tionalisms and by Britain’s relative decline as
a world power, but a substantial measure
nevertheless remains. It is clear to the Arab
states that of the Big Three the UK is most
cordial to their aspirations. Their military
equipment and training are British. Three
of them are allied to the UK. One is out-
rightly subsidized. The British, moreover,
have extensive economic power in most of the
area.

The fact of US-UK unity is one of the sev-
eral major deterrents to Soviet aggression.
That the USSR recognizes the power of this
entente cordiale is apparent in its postwar
propaganda, a principal aim of which has been
to create a US-UK rift. The effect of this
propaganda on the British has been negligible;
the major political parties, with broad public .
support, favor close relations with the US.
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CHAPTER Vi

PROBABLE FUTURE DEVELOPMENTS AFFECTING US SECURITY *

The present strategic considerations will
probably continue to exist during the next
few years with little appreciable change, pro-
vided that (1) large-scale war is avoided; and
(2) US economic support is in any event not
prematurely withdrawn. '

1. Military.

The Labor Government appears at present
determined that no substantial reductions
shall be made in appropriations for the mili-
tary establishment. This determination will
certainly be tested, for there are many voices
on the left to demand that cuts in govern-
mental expenditure, which now appear to be
inescapable, shall be made in the military
establishment and in the maintenance of
strategic commitments rather than in the so-
cial services, the food subsidies, or other popu-
lar expenses. It is believed that the Labor
Cabinet will not yield to these demands, how-
ever; a Conservative administration would be
even less disposed to do so. Various econo-
mies may nevertheless be expected, and ex-
pansion is virtually out of the question.
Should future economic conditions become
disastrously bad, the armed forces would of
course be involved in the general retrench-
ment.

Thne UK will continue the present high de-
gree of military cooperation with the United
States. Britain’s irreplaceable bases on the
Eurasian perimeter and elsewhere will con-
tinue to be available for US use; if danger
threatens any of them, as it currently does
Hong Kong, the British will be likely to re-
guest at least moral support from the US,
and if the situation should grow worse they
would probably ask for material assistance in
the particular localities involved.

* This chapter redrafted 15 September 1949.
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An important level of military research and
development will be maintained, though it
cannot be given unrestricted scope because
of the inability of the country’s economy to
support expensive projects. The fighting
value of the services should remain qualita-
tively high, but in terms of numbers and
equipment they will be weak relative to their
overseas commitments and presumptive
enemies.

2. Economic.

Though the British have finished the first
stage of their postwar economic history, that
of recovery from the direct effects of war,
they face the much more difficult problem of
adjusting their economy to the changed world
trading conditions of the mid-twentieth cen-
tury. The problems of this adjustment have
been indicated in earlier pages; they are of
long standing, and at present it is open to
question whether the 1952 goal of viabil-
ity will be fully attained. If progress to-
ward this end is not maintained, and extraor-
dinary US aid is not forthcoming, the British
will probably be driven to apply themselves to
the consolidation and expansion of a non-
dollar trading area, comprising the British
Empire and Commonwealth (save Canada),
together with such other countries (with their
overseas dependencies) as have a recalcitrant
dollar problem of their own. The members of
such a group would perforce practice discrimi-
nation against the dollar; their own transac-
tions would probably be conducted in sterling.
Such a program would certainly be disad-
vantageous for US trade and contrary to US
commercial policy; nevertheless it would offer
probably the best possibility of stabilizing Brit-
ish economic life, furnishing a substantial
basis for continuing British power, and to that

extent contributing to US security. It would
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doubtless be attended by a considerable de-
gree of Anglo-US friction, but it would leave
unaffected the relations between the two coun-
tries with respect to the highest matters of
international policy; the unity of US-UK stra-
tegic attitudes would not be altered. In mat-
ters of detail, even of important detail such as
that of East-West trade, however, British pol-
icy would certainly tend to deviate from Amer-
ican as the two economic systems diverged.

British industry will remain capable of con-
version to arms manufacture on a large scale,
although it would require US support and be
vulnerable to intensive air attack. There are
indications that some encouragement is being
lent industrialists to establish elsewhere in
the Commonwealth plants capable of arma-
ment production.

3. Political.

No major deterioration in the extent of
British influence in the world is expected in
the near future. This wide-reaching influence
will continue to be exerted largely toward ends
which serve US interests as well as British.
However, fluctuations in British power will
follow very closely fluctuations in Britain’s
economic condition. Serious economic de-
cline—unchecked by US aid—would result in
a reduction of the British will and ability to
support not only present defense efforts but
important overseas commitments and a vigor-
ous anti-Communist policy abroad. The US
would be virtually forced to fill' the vacuum
left by British withdrawals and to exert the
influence which in many parts of the world
is now competently exerted by Britain. At
the present time the minority groups which

have advocated a western European “Third
Force” bloc or a “little England” divested of
all overseas possessions or commitments—both

- based on a rigid neutrality between the US

and the USSR—have apparently dissolved.
In certain circumstances, however, which
could develop out of economic reverses, they

. might form again and attract support.

British domestic politics will remain con-
stitutionally stable, and there will be no po-
larization of political parties around the ex-
tremes of right and left. Reduction in the
British standard of living, which now ap-
pears almost inevitable, will probably produce
temporarily some degree of political instabil-
ity, evidenced by diminished support among
workers for the government, or by the coming
to power of an administration with a majority
insufficient to assure decisive rule. Such an
eventuality would certainly tend to diminish
the force of Britain in world affairs, and so
adversely to affect US security. No appreci-
able increase of Communist or other subver-
sive influences is to be expected.

Under either political party Britain will re-
main fundamentally friendly to the United
States, and its government will closely cooper-
ate with the US Government. However,
there is in the UK an element of anti-Ameri-
can feeling. It is not likely to have appre-.
ciable influence on public policy, and it is
certainly less strong than anti-British feel-
ing in the United States. It is sufficient
nevertheless to make the government have a
care to avoid appearances of subservience to
US influence, and it could be greatly intensi-
fled by injudicious US acts or pronounce-
ments. o
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APPENDIX A

TOPOGRAPHY AND CLIMATE

1. Topography.

The Island of Great Britain is about the
size of New York and Pennsylvania together.
Its coast line is exceptionally broken, provid-
ing numerous excellent harbors and good ac-
cess to the interior. Few people live more
than fifty miles from tidal water; no interior
point is more than seventy miles from the
coast. The portion north and west of a line
running diagonally from the mouth of the
Exe on the channel coast of Devonshire to the
mouth of the Tees on the North Sea coast of
Yorkshire is largely highlands. Its three
main mountainous areas—Wales, the Lake
Country, and the Scottish Highlands—
though rough and barren, include few peaks
exceeding 3,000 feet. While some small pock-
ets of good farm land exist in the area, most
of the country is suited only for grazing. The
larger portion of Great Britain south and east
of the line consists of lowlands. Although sel-
dom absolutely flat, it is almost all good plow-
land. It includes several ridges or uplands
running from southwest to northeast or
east—notably the Cotswolds, the Chilterns,
and the North and South Downs—but their
tops seldom rise 1,000 feet above sea-level
Most of the surface is below the 500-foot con-
tour line.

The most significant aspect of the British
river system is the location of the main water-
shed on the western side of the island, whence
the rivers flow comparatively long distances
on easy gradients through rich alluvial plains,
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and are navigable for small boats over much
of their courses.

Northern Ireland has a coast line similar to
much of Great Britain’s. Near the coast are
isolated mountain ranges, the highest peaks
of which are under 3,000 feet. Apart from
these mountainous regions, most of the land
is arable.

2. Climate.

Located between 50° and 60° north of the
equator, where they receive from the sun the
same amount of heat as Labrador or central
Russia, the British Isles have a climate much
milder than that common to this latitude.
Their climate is moderated by their marine lo-
cation and by the prevailing southwesterly or
westerly winds, which cross over the Gulf
Stream. They also cause a northeasterly drift
of the surface of the North Atlantic, which
brings warmer water to the shores of Great

~ Britain. Around London, where the greatest

variation between the temperatures of winter
and summer occurs, the average temperature
during January is 39° Fahrenheit and during
July 63°; in Moscow the averages are 13° and
67°. It is unusual for snow to lie on the
ground for more than a few days, or for ex-
treme heat to occur as in the northern part
of the United States. The intensity af cald
in the winter of 1946-47 broke a seventy-year
record. Because of the location of the high-
lands in relation to the moist winds from the
ocean, rainfall is normally abundant and well
distributed throughout the year. ‘

T 103

Approved for Rel ease:2025/07/23 C05949319




1.

Approved for Rel ease:2025/07/23 C05949319

_ssesrT

APPENDIX B

THE POPULATION

Age Groups.
(As of 30 June 1948. In Thousands)

Total Civilian Working Population

Age Total Males Females
Total, all ages 50,033 24,260 25,773
0-4 4,258 2,180 2,078
5-9 3,416 1,740 1,676
10-14 3,293 1,674 1,619
15-19 3,387 1,716 1,672
20-24 3,633 1,837 1,796
25-29 3,929 1,975 1,954
30-34 3,567 1,775 1,793
35-39 3,921 1,944 1,978
40-44 3,793 1,869 1,924
45-49 3,461 1,657 1,804
50-54 3,000 1,373 1,627
55-59 2,707 1,229 1,479
60-64 2,391 1,066 1,325
65-69 2,034 894 1,140
70 and over 3,241 1,331 1,910
2. Religious Groups.
(As of 1945)
Anglican (England only) 2,294,000
Church in Wales 237,000
Church of Scotland 1,259,000
Church of Ireland 345,474
Other Protestant Sects in UK

(including Methodist, Congregational,

Baptist, Unitarian, etc.) total about 2,500,000
Roman Catholic 2,820,888
Jewish (approximately) 385,000

20,000

Society of Friends (approximately)

3. Functional Groups.

(As of end-January 1949. In thousands)
Total Working Population (aged 15 and over) 23,214
Armed Services (including women) 802
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Males . 15,326
Females 17,086
Coal mining (Total Manpower) 789
Other mining and quarrying 82
Gas, electricity, and water supply 304
Transport and communication 1,801
Agriculture 1,225
Fishing 41
Chemicals and allied trades 434
Metals, engineering, and vehicles . 3,932
Textiles 977
Clothing 725
Food, drink, and tobacco 734
Other manufactures 1,425
Building and contracting- 1,465
Distributive trades 2,735
- Professional, financial, and miscellaneous
Services 3,872
National government service 694
Local government service 774
Total in Civil Employment 22,009
Registered Unemployed 366
Ex-H.M. Forces on release leave and not
in employment 37
4. Geographic Groups.
(As of 30 June 1948. In thousands)
United Kingdom
Total Males Females
50,033 24,260 25,773
England and Wales
Total ‘Males Females
43,502 21,091 22,411
Scotland
Total Males Females
5,169 2,502 2,667
Northern Ireland
Total Males Females
1,362 667 695
105
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APPENDIX C

COMMUNICATION FACILITIES

1. Radio.

All broadcasting in the United Kingdom is
under the direction of the British Broadcast-
ing Corporation. The Corporation is a public
utility trust in organization and control, and
operates under a royal charter. The chair-
man and other governors are appointed by
the Crown. The Corporation’s various pro-
grams for the United Kingdom are financed
from the sale of licenses (£1 per annum for
sound receiver sets and £2 per annum for tele-
vision), while overseas broadcasts are fi-
nanced from a Parliamentary grant-in-aid.
The domestic broadcasting services include
the Home Service, Scottish Home Service,
Welsh Home Service, Northern Ireland Home
Service, North of England Home Service, Mid-
lands Home Service, and West of England
Home Service. Overseas programs are broad-
cast in many languages. The number of re-
ceiving-set licenses in force as of December
1948 was 11,364,000 for sound receiving-sets
and 94,000 for television sets.

2. Telephone.
Telephone facilities are a monopoly of the

SE

state under the administration of the Post
Office. There are 5,783 telephone exchanges,
52,000 public telephones (pay stations), and
4,405,200 telephone instruments.

3. Telegraph.

The telegraph service is also a monopoly of
the State, and has been managed by the Post
Office since 1870. On 31 March 1945, there
were 12,600 postal telegraph offices transact-
ing public telegraph business in the United
Kingdom, and there has been little change in
the number of offices since that date. Inter-
national radiotelegraph services were recently
nationalized and are operated under two sepa-
rate organizations—the Post Office and Cable
and Wireless.

4. Cable.

British cable mileage is owned by the gov-
ernment, and operated by the Post Office or
the nationalized Cable and Wireless, Ltd.
The international cable network links Eng-
land with Ireland, France, the Netherlands,
Germany, and Norway. US companies oper-
ate most of the trans-Atlantic cable traffic.
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APPENDIX D

TRANSPORTATION

1. Merchant Marine.

Although the British merchant marine no
longer enjoys the position of world predomi-
nance which it occupied at the beginning of
the century, when Britain and Northern Ire-
land owned some 50 percent of the world’s
tonnage, it still plays a most important role
in the carrying of world trade. In 1948 the
share of world tonnage in steam and motor
vessels owned by Britain and Northern Ire-
land was 21.4 percent. The tonnage of dry
cargo vessels (of 500 tons and upward includ-
ing those with passenger accommodation)
under the British flag in 1939 was 13.9 million
gross tons and that of the tanker fleet for the
same year 3.3 million gross tons. Wartime
losses through enemy action were estimated
at 11.3 million gross tons, but replacement
both during the war and since has made good
this loss to a point where the UK merchant
marine in 1948 was about 1.7 million gross
tons below the prewar strength. The present
British program of shipbuilding aims at build-
ing up the fleet by 1952-53, with allowance for
obsolescence and loss, to just about the pre-
war strength of 17.2 million gross tons. Of
this total, however, only 12.9 million gross
tons will be dry cargo, the remaining 4.3 mil-
lion gross tons being allocated to tankers.
The proposed rate of build-up, given an ade-
quate supply of steel and timber, under the
present construction program is shown in the
following table:

(million gross tons)

Strength 1939 1948 1949-50 1952-53
Dry Cargo 13.9 12.1 12.8 12.9
Tanker 3.3 3.4 3.8 4.3

17.2 15.5 16.6 17.2

Through the earnings of foreign exchange
as a carrier of world trade the merchant fleet
of the United Kingdom has been an important

factor in the past in helping Britain to achieve’
an annual balance of payment on current ac-
count. The United Kingdom is counting
heavily upon a resumption of this earning ca-
pacity in the future. Net income from dry
cargo shipping in 1947 was $121 millions (£30
millions), which considerably exceeded the
$80 millions (£20 millions) earned in 1938,
partly as a result of the rise in price levels.
Provisional figures for 1948 show a net income
from dry cargo shipping of about $240 mil-
lions (£60 millions). The United Kingdom
hopes for a net income from this source in
1952-53 of $360 millions (£90 millions). The
annual contribution of shipping towards at-
taining an equilibrium in the balance of pay-
ments indicated by these figures does not,
however, reflect the very great contribution
made by tankers’ disbursements and oil
freights which are carried in the British ac-
counting of the balances of payment in “other
net receipts.” .

After the war the Ministry of Transport
continued to exercise the war-imposed control
over British shipping. Shipping has been
used to further the best interests of British
economy rather than that of the owners. The
relaxation of these controls in 1948 with re-
gard to the deep-sea trade leaves the mer-
chant fleet free to seek cargoes ~wherever
they may be found and is an indication that
the Ministry of Transport considers the fleet
to have recovered sufficiently in tonnage to
permit a return to the normal commercial
practices which prevailed prior to the war.
It is, however, stated that the procedure is in
the nature of an experiment and that the gov-
ernment retains the power to reimpose con-
trols, if considered necessary.

The fulfillment of the British shipping pro-
gram will naturally depend upon numerous
factors not under British control. Such fac-
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tors include the volume and value of world
trade and travel, the extent of currency con-
trol, and the amount of competition offered by
other maritime nations. In this latter con-
nection the greatly advanced British shipping
costs over prewar, both in constructional and
operational expenditures, may prove a handi-
cap.* A danger now confronting world ship-
ping in general, including of course that of
the United Kingdom, is the probable overton-
nage in the world market with resultant
heightened competition and a break in freight
rates, such as occurred after World War 1.

2. Inland Waterways.

Of the few navigable rivers in the United
Kingdom the most important are the Thames,
which is navigable by ocean steamers as far
as London Bridge, and the Clyde in Scotland.
In addition, the Manchester Ship Canal gives
passage to ocean-going ships between the
Mersey Estuary and Manchester, 35 miles in-
land. An extensive network of canals, total-
ling about 2,100 miles, connects many of the
important cities. Apart from the great Scot-
tish canals, such as the Caledonian, and the
Clyde and Forth, which link the east and west
coasts of Scotland, the canal system links
England by two great diagonal lines, running
from London to Liverpool and from Bristol to
Hull, and intersecting at Birmingham. With-
in this area heavy tonnages can be handled
safely, economically, and with reasonable
promptness. Total canal traffic amounted to
10,400,000 tons in 1947, compared with 13,-
000,000 tons in 1938. These canals, like the
railways, are nationalized and are under the
control of the British Transport Commission.

* Some percentages offered by shipping interests
servicing the Far East are illustrative of the general
rise in direct and indirect maritime operating costs.
The following operating percentage rises over 1938
levels are given for direct costs: repair and main-
tenance 270 percent; crew, including overtime 259
percent; cargo loading in the United Kingdom 250
percent; discharging in the Far East 233 percent;
fuel oil 295 percent; Diesel oil 276 percent; and coal
479 percent. Indirect costs are increased by the
capital cost of a new ship which is about 260 per-
cent of 1938 and by the current port delays which
increase the length of a round voyage by about 20
percent.

3. Railways.

The British railways were nationalized as
of 1 January 1948, and are now under the
control of the British Transport Commission.
Prior to that date they had developed into
four great systems radiating from London—
the Great Western Railway, the London and
North Eastern Railway, the London, Midland,
and Scottish Railway, and the Southern Rail-
way. In addition, the London Passenger
Transport Board’s lines in London were na-
tionalized. Total trackage, including sidings,
was estimated at 52,600 miles in 1947, about
the same as in 1938. Approximately 20,000
locomotives were in operation in 1947 and the
number of government-owned freight cars
was about 650,000. There are also some
588,000 privately owned freight cars. These
figures represent almost exactly the numbers
available in 1939, reflecting the almost com-
plete cessation of construction of railway roll-
ing-stock during the war years. British rail-
ways are in general suffering from dilapida-
tion and obsolescence, 29 percent of the
freight cars being over thirty-five years old.
Postponement of maintenance of way has ne-
cessitated a reduced rate of speed for safety.
In spite of these handicaps, however, British
railways in 1947 hauled a weekly average of
ton-miles of general merchandise over 30 per-
cent greater than in 1938. In the other two
categories of freight, minerals averaged for
the same period about 50 percent more than
1938 and fuel 13 percent. Shortages of steel
and timber and the over-all constructional de-
mands of the export program and of indus-
trial rehabilitation plans will continue to
hamper railway replacements for some time to
come. By 1950-51 the British expect produc-
tion of freight cars for domestic needs to be
about 50,000 annually, which will still be
some 10,000 short of the desired annual scrap-
page and replacement. At present, the chief
measure to economize railway facilities has
been the campaign to reduce the turn-around
time for freight cars. More rapid unloading
permits fewer cars to do more work.

4. Highways.

Great Britain probably has more miles of
roadway for its area than any other country.
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The average road is narrow by US standards
and traffic keeps to the left. Roads are built
and maintained under the jurisdiction of the
Ministry of Transport, as well as of the local
government authorities. The mileage is ap-
proximately 183,000, of which about 156,000
are in England and Wales and 17,000 in Scot-
land. The mileage of trunk roads and those
in classes I and II, which are the principal
highways, is approximately 45,000 miles. As
of August 1948 there were 683,000 vehicles
licensed for the transport of freight as com-
pared with 478,000 in 1938. There were also
approximately 82,000 vehicles exempt from
tax in the same month, owned principally by
government authorities, a considerable part
of which are motor vehicles for the transpor-
tation of freight. These include about 34,000
long-distance road haulage vehicles taken
over by the government under the Transport
Act of 1 January 1948.

5. Air Routes.

In 1946 the external and internal airlines
were nationalized. Under the present plan
three corporations have been formed to sup-
ply service as follows: British Overseas Air-
ways to operate the Commonwealth and
North Atlantic routes; British South Ameri-
can Airways, to cover the South American and
West Indian routes; and British European
Airways, to undertake the European and in-
ternal services. Early in 1949 it was an-
nounced in Parliament that BOAC and BSAA
would be amalgamated for economy purposes.
Aircraft miles flown by all three services were
at a monthly average of 3,743,000 miles for
the first ten months of 1948 as compared with
monthly averages of 3,294,000 miles for the
whole of 1947 and 2,751,000 miles ,for the
whole of 1946. The three corporations have
a fleet of approximately 260 airplanes, but
appear to be experiencing considerable diffi-
culty in developing a type of commercial air-
craft able to operate at a profit in the face of
foreign competition. In addition to the three
corporations there are numerous charter op-
erations equipped to do any national or inter-
national non-schedule service. All wartime

restrictions for commercial service have been
removed, but long Commonwealth route
schedules are still partially controlled by the
Air Priorities Board. The Ministry of Avia-
tion and the Air Ministry are operating 100
airports in the United Kingdom for commer-
cial flying. The new London Airport, which
is the main port of entry, is fifteen miles from
London and will be one of the largest airports
in the world. According to present plans, it
should be completed in 1953, but it is in active
operation at the present time.

6. Seaports.

The most important seaports in the United
Kingdom are London, Liverpool, Southamp-
ton, the Tyne ports, Belfast, and Cardiff,
which together handle about 80 percent of
the yearly water traffic. Other ports, in order
of importance, are Hull, Glasgow, Plymouth,
Manchester, and Bristol. The principal ports
are well equipped and have hydraulic, elec-
tric, and other cranes suitable to accommo-
date the usual heavy lifts. A number of
ports, particularly London, Southampton,
Liverpool, Hull, Bristol, and Plymouth, are un-
dergoing extensive repairs and modernization
because of heavy damage from enemy action
during the war. Before the war, the storage
facilities for general cargo at British ports was
very good, while storage arrangements for
more specialized cargo, such as oil, rubber,
and timber, were considered adequate. How-
ever the damage from wartime bombing and
bombardment has been extremely heavy and
will necessitate extensive repair. London suf-
fered a total destruction of 33 percent of all
covered transit and storage accommodations;
Liverpool lost 50 percent of sheds and dock
warehouses and 30 percent of berths; Hull suf-
fered one dock completely destroyed, about 60
percent of transit sheds and warehouses lost;
Southampton suffered war damage which in-
cluded loss of 60 percent of all warehouses in
the port. It is estimated that three to five
more years are necessary before British ports
can be restored to their prewar level of ton-
nage.
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APPENDIX E

BIOGRAPHICAL DATA

Note: Full and accurate biographical in-
formation about all British personalities of
importance is easily available in Who’s Who,
and is not repeated here. Instead, lists are
given of officeholders and other men promi-
nent in government and politics, in the de-
fense organization, and in the trade unions.
A few notes are added to indicate the particu-
lar importance or influence of some of these
persons, but no comprehensive biographical
account is attempted.

The lists are arranged as follows:

1. Cabinet and Ministry
Some Labor Back-Benchers
. Conservative Party Leaders
Liberal Party Leaders
. Communist Leaders
Principal Officials of the Civil Service
7. British Representatives at the United
Nations
8. Personalities in the British Defense Or-
ganization
9. Trade Union Leaders

10. UK Officials Prominent in Western
Union.
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1. Cabinet and Ministry.

Cabinet.

Prime Minister and First Lord of the Treas-
ury—Rt. Hon. CLEMENT RICHARD ATT-
LEE, C.H.,, M.P.

Lord President of the Council and Leader of
the House of Commons—Rt. Hon. HER-
BERT STANLEY MORRISON, M.P.

Secretary of State for Foreign Affairs—Rt.
Hon. ERNEST BEVIN, M.P.

Chancellor of the Exchequer—Rt. Hon. SIR

" STAFFORD CRIPPS, K.C.,, M.P.

Minister of Defense—Rt. Hon. ALBERT

VICTOR ALEXANDER, C.H., M.P.

Chancellor of the Duchy of Lancaster—Rt.
Hon. HUGH DALTON, M.P.

Lord Privy Seal and Leader of the House of
LORDS—Rt. Hon. Viscount ADDISON,
K.G.

Lord Chancellor—Rt. Hon. Viscount JO-
WITT, K.C.

Secretary of State for the Home Depart-
ment—Rt. Hon. JAMES CHUTER EDE,
M.P. :

Secretary of State for the Colonies—Rt.
Hon. ARTHUR CREECH JONES, M.P.
Secretary of State for Commonwealth Rela-
tions—Rt. Hon. PHILIP JOHN NOEL-

BAKER, M.P. _

Secretary of State for Scotland—Rt. Hon.
ARTHUR WOODBURN, M.P.

Minister of Health—Rt. Hon. ANEURIN
BEVAN, M.P.

Minister of Labour and National Service—
Rt. Hon. GEORGE ALFRED ISAACS,
M.P.

Minister of Agriculture and Fisheries—Rt.
Hon. THOMAS WILLIAMS, M.P.

Minister of Education—Rt. Hon. GEORGE
TOMLINSON, M.P.

President of the Board of Trade—Rt. Hon.
JAMES HAROLD WILSON, OBRE, MP,

Ministers not in the Cabinet.
- First Lord of the Admiralty—Rt. Hon. Vis-
count HALL.

Secretary of State for War—Rt. Hon. EMAN-
UEL SHINWELL, M.P.

Secretary of State for Air—Rt. Hon.
ARTHUR HENDERSON, K.C., M.P,

Minister of Transporti—Rt. Hon. ALFRED
BARNES, M.P.

Minister of Food — Rt. Hon. JOHN
STRACHEY, M.P.

Minister of Town and Country Planning—
Rt. Hon. LEWIS SILKIN, M.P.
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Minister of National Insurance—Rt. Hon.
JAMES GRIFFITHS, M.P.

Minister of Supply—Rt. Hon. GEORGE
RUSSELL STRAUSS, M.P.

Minister of Fuel and Power—Rt. Hon.
HUGH TODD NAYLOR GAITSKELL,
C.B.E., M.P.

Minister of Civil Aviation—Rt. Hon. LORD
PAKENHAM.

Postmaster-General—Rt. Hon. WILFRED

~ PALING, M.P.

Minister of Works—Rt. Hon. CHARLES
WILLIAM KEY, M.P.

Minister of State for Colonial Affairs—Rt.
'Hon. the EARL OF LISTOWEL.

Minister of State—Rt. Hon. HECTOR
McNEIL, M.P.

Minister of Pensions—Rt. Hon. HILARY
ADAIR MARQUAND, M.P.

Paymaster-General—Lord MACDONALD,
K.C., MG.

Attorney-General—Sir HARTLEY SHAW-
CROSS, K.C., M.P.

Lord Advocate—The Rt. Hon. JOHN
WHEATLEY, K.C.

Solicitor General—Sir FRANK SOSKICE,
K.C, M.P.

For an account of the organization of the
Cabinet, and of the relative positions and in-
fluence of its principal members, see Chapter
I, pp. 13-16, above.

Prime Minister ATTLEE is a quiet and un-
pretentious man, with an exceptional repu-
tation for personal sincerity and integrity.
He is not an inspiring speaker and has never
tried to become a striking public personality;
when he took office in 1945 he was by many
considered unequal to the position, but since
then he has greatly risen in estimation by rea-
son of his proved talents for negotiation, ad-
ministration, and management of the strong
personalities in his Cabinet. Thus he has his
own manner of conducting the government,
and allows most of the public attention to go
to others; nevertheless he is personally cred-
ited with such major achievements as the
India and Burma settlements. His views are
moderate. He is of the intellectualist, mid-
dle-class wing of Laborites.

Sir Stafford CRIPPS, who guides the eco-
nomic policies of the Government, was born

and bred a member of the upper middle class,
and became one of the most successful and
wealthy of English barristers. His intellec-
tual capacity is of the highest; the integrity of
his principles and austerity of his personal
life are already almost legendary. He is not
popular, and has little in common with the
mass of the people; his policies do not always
please them, and he will not curry favor. He
is probably the most brilliant and able man in
British public life.

Herbert MORRISON is the most likely suc-
cessor to Prime Minister Attlee if a succes-
sor should be called for in the near future.
Morrison is in charge of party political tac-
tics in the country and in Parliament, and
has had a long experience in local and na-
tional politics. He is not a trade union man,
and is an old rival of Ernest Bevin in the
councils of the party. He is moderate in his
views.

Ernest BEVIN first rose to great eminence
as a trade unionist; he created the Transport
and General Workers’ Union, which even-
tually became the largest in the world. Bev-
in’s approach to public questions is practical
rather than doctrinaire; he long ago became
a skilled negotiator and bargainer, and
showed himself able to handle great affairs.
He has had little formal education, and is not
remarkable for polish and finesse; rather he is
blunt and occasionally over-emotional. His
policies of firm resistance to Soviet expansion
and a close collaboration with the United
States have made him a frequent target of
left-wing criticism; Conservatives have some-
times objected to his methods, but virtually
never to his policies. He is not in good health.

Aneurin BEVAN is the stormy left-winger
and anti-capitalist warrior of the Cabinet; he
is looked upon by some as a dangerous dema-
gogue; certainly he is a first-rate debater and
caustic wit capable of holding his own with
Churchill himself. He has also shown him-
self a capable administrator and man of
marked political talent. Should the Labor
Party move toward the left, Bevan is a likely
candidate for leadership.

Hugh DALTON was Chancellor of the Ex-
chequer until the end of 1947. Known as an
intellectual, his policies tended to be inflation-
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ary, and the crisis of the summer of 1947,
while not to be considered as his fault, led to
new fiscal measures. Dalton is a left-winger
in the Party; he has many followers and much
political power, as is made plain by his pres-
ent position in a Cabinet which has turned
away from his policies.

James Chuter EDE is an able and respected
member of the government known for his ef-
fective debating in the House of Commons.
In the event that the more positive personali-
ties in the cabinet clash when a successor
must be chosen for Attlee, Ede would be a pos-
sible compromise candidate.

Sir Hartley SHAWCROSS is generally re-
garded as an ardent socialist and a lawyer of
exceptional ability. A man of deep convic-
tions, his penchant for outspoken remarks has
occasionally embarrassed the government.
Although an important figure in the Labor
Party, he is primarily distinguished as a bar-
rister.

No other men in the Cabinet and Ministry
are of outstanding personality or influence,
though the government is considered on the
whole to be competent. The three most
promising men of the younger generation are
John STRACHEY, Minister of Food; Harold
WILSON, President of the Board of Trade,
and Hugh GAITSKELL, Minister of Fuel and
Power; these have done well in difficult and
unpopular administrative duties. For future
leadership in Labor politics one may also look
to certain young men not primarily con-
cerned with administration: Hector McNEIL,
Minister of State, who generally represents
Britain in the General Assembly of the United
Nations; Christopher MAYHEW, Under Secre-
tary for Foreign Affairs, who carries much of
the load of House of Commons work in con-
nection with foreign policy; Gladwyn JEBB,
experienced in the diplomatic service, Assist-
ant Under-Secretary of State and United Na-
tions Adviser; and one of Sir Stafford Cripps’
assistants, Douglas JAY.

2. Some _lahar Rarck.Ranchare and Expelled

Rebels.
R. H. S. CROSSMAN, M.P.
J.F. F. PLATTS-MILLS, M.P.
DENNIS NOWELL PRITT, K.G., M.P.
KONNI ZILLIACUS, M.P.

SE

The Labor Party has been more than a lit-
tle troubled by dissidents on the left, whose
most vociferous objections have been in the

' field of foreign policy. R.H. CROSSMAN was

at one time an Oxford don, and has been for
some time an Assistant Editor of the influen-
tial Socialist periodical the New Statesman
and Nation. In 1946 he led a rather abortive
revolt of some hundred members of the House
of Commons against the policy of Mr. Bevin;
they charged the government with subservi-
ence to the United States and hostility to the
true interests of the workers and intellectuals
of Europe. Crossman believed strongly in Brit-
ain’s becoming the leader of a European
“Third Force,” removed from both the Soviet
and US camps. Since the end of 1947, how-
ever, Crossman and most of his associates
have gradually modified their views; although
they are now critical of Bevin, they are not
hostile, and their opinion of the United States
seems to have become more favorable. They
are Labor Party members in good standing.

The same change has not occurred in the
views of the other three men mentioned.
PLATTS-MILLS is a barrister, ZILLIACUS a
formidable intellectual, PRITT a barrister and
prolific writer who has long been almost in-
distinguishable from a Communist. Pritt was
expelled from the Labor Party in 1940, and
the same action was taken recently against
Platts-Mills and Zilliacus along with other and
less conspicuous men of similar leanings.

3. The Opposition (Conservative).

Rt. Hon. WINSTON LEONARD SPENCER
CHURCHILL, M.P.,, CH,, F.R.S, O.M.

The Marquess of SALISBURY, K.G.

Rt. Hon. ROBERT ANTHONY EDEN, M.P.,
M.C.

Rt. Hon. OLIVER FREDERICK GEORGE
STANLEY :

Rt. Hon. RICHARD AUSTEN BUTLER,
M.P.

Rt. Hon. BRENDAN BRACKEN, M.P.

Rt. Hon. OLIVER LYTTELTON, M.P.,, M.C,,

D.S.O.

Rt. Hon. HARRY FREDERICK COMFORT
CROOKSHANK, M.P.

Rt. Hon. MAURICE HAROLD MACMIL-
LAN, M.P.
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Rt. Hon. Lord WOOLTON, C.H.
QUINTIN McGAREL HOGG, M.P.
MAURICE CHRISTOPHER HOLLIS, M.P.

GEORGE EDWARD PETER THORNEY-
CROFT, M.P.

ROBERT JOHN GRAHAM BOOTHBY, M.P.
DAVID McADAM ECCLES, M.P.

If and when Mr. CHURCHILL chooses to re-
tire from the leadership of the Conservative
Party, Mr. EDEN is generally supposed to be
the likeliest successor; yet despite his long ex-
perience in office and his great knowledge of
foreign affairs, doubt exists as to Eden’s suit-
ability for the position of party leader. This
is perhaps because he is thought to lack suf-
ficient force. Among the other Conservatives,
STANLEY is one of the most skilled debaters,
BUTLER is distinguished by intellectual at-
tainments, BRACKEN is Churchill’s most
trusted lieutenant, and LYTTELTON is a
highly competent man of business. The pre-
dominance of Churchill has greatly obscured
the individual merits of all these men. Lord
SALISBURY, leader of the party in the House
of Lords, is considered one of the ablest men
in British public life.

Messrs. HOGG, HOLLIS, THORNEYCROFT,
and ECCLES represented for a time an active
group of Young Conservatives who have made
valiant efforts by writing, speaking, and
House of Commons work to lead their Party
into more definite pronouncements of policy,
along lines which though conservative were
far from reactionary. As the older leadership
continues to prevail, their public appeals for
a more definite policy have diminished in fre-
quency; again it must be observed that until
Churchill disappears from the scene the fu-
ture nature of the Conservative Party scarcely
can be predicted.

Lord WOOLTON, a businessman of consid-
erable prominence, entered political life only
at the time of World War II, during which he
made a remarkable record of popularity as
well as competence in the administration of
food rationing. Since 1946 he has been the
organizer of the Conservative Party machine,
and has fulfilled this funetion with conspic-
uous success. (See Chapter I, p. 28.)

SE

4. Liberal Party Leaders.

Rt. Hon. CLEMENT E. DAVIES, K.C., M.P.

Lt. Col. CHARLES FRANK BYERS, O.B.E,,
M.P.

WILFRED ROBERTS, M.P.

DINGLE MACKINTOSH FOOT

Sir ANDREW McFADYEAN

Rt. Hon. Viscount SAMUEL, G.C.B., G.B.E.

Lord BEVERIDGE, K.C.B.

Lady VIOLET BONHAM CARTER

Lord MOYNIHAN, O.B.E.

Rt. Hon. Sir ARCHIBALD SINCLAIR, K.T,,
CM.G.

Although a declining electoral force, the Lib-
eral Party viewpoint receives close attention
in many quarters due to the eminence of some
of the leaders listed above. The Liberal peers
are unusually well informed, respected, and
temperate debaters in the House of Lords. Al-
though less outstanding, the younger Liberals
and Liberal MP’s have earned a reputation for
comparative objectivity which invests their
sponsorship of a cause with more significance
than their electoral strength alone would
warrant.

The National Liberal Party, a splinter group
which broke away from the Liberal Party in
1932, is for all practical purposes an adjunct
of the Conservative Party. Although the Na-
tional Liberals maintain their separate iden-
tity through a national organization and have
their own whips in Parliament, their organi-
zation is fused with that of the Conservatives
at the constituency level and their thirteen
MPs can be counted upon to support Conserv-
ative Policy. The Chairman of the National
Liberal Organization is Sir John DODD; Sir
Roland EVANS is the General Secretary and
Principal Agent. The President of the Na-
tional Liberal Council is the Rt. Hon. The Earl
of ROSEBERY.

5. Communist Party Leaders.

HARRY POLLITT

ARTHUR HORNER

RAJANI PALME DUTT
PHILIP PIRATIN, M.P.
WILLIAM GALLACHER, M.P.

None of these men can easily be thought of
as a dangerous revolutionary, though there is

T
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no question that they are Communists. Harry
POLLITT is a mild sort of man, scarcely capa-
ble of dominating a hypothetical Communist
administration for .Britain. William GAL-
LACHER has been a member of Parliament
since 1935, and is moderately popular in the
House because of his occasional pungent sal-
lies; he has been a Communist since 1920.
Palme DUTT is an intellectual and a prolific
writer.

For other influential Communists see the
list of trade union leaders below; the above
list includes only those prominent in the po-
litical party.

6. Principal Officials of the Civil Service.

Permanent Secretary of the Treasury and
Head of the Civil Service: Sir EDWARD
BRIDGES, G.C.B,, G.C.V.0.,, M.C.

Permanent Secretary to the Cabinet Office
and Secretary of the Cabinet: Sir NOR-
MAN BROOK, K.C.B.

Admiralty:

Permanent Secretary: Sir JOHN G. LANG,
K.C.B.

Agriculture and Fisheries:

Permanent Secretary: Sir DONALD VAN-
DEPEER, K.C.B,, K.B.E.

Air Ministry:
Permanent Under Secretary Sir JAMES H.
BARNES, K.C.B,, K.B.E.
Civil Aviation:
Permanent Under Secretary: Sir ARNOLD
OVERTON, K.C.B, K.C.M.G., M.C.
Colonial Office: =
Permanent Under Secretary: Sir THOMAS
LLOYD, K.CM.G.

-]

Commonwealth Relations Office:
Permanent Under Secretary: Sir PERCI-
VALE LEISCHING, K.C.B., K.C.M.G.

Defense:
Permanent Secretary: Sir. HAROLD
PARKER, K.B.E, C.B.,, M.C.
Education: :
Permanent Secretary: Sir JOHN MAUD
-K.C.B,, C.B.E.
Food: :
Permanent Secretary FRANK LEE
Foreign Office:

Permanent Under Secretaries: Sir WIL-

S

LIAM STRANG, K.C.B,, K.C.M.G., M.BEE,;
Sir IVONE KIRKPATRICK, K.C.M.G.

Fuel and Power:
Permanent Secretary: Sir DONALD FER-
GUSSEN, G.C.B.

Health:
Permanent Secretary: Sir WILLIAM S.
DOUGLAS, K.C.B,, K.B.E.

Home Office:
Permanent Under Secretary: Sir FRANK
NEWSAM, K.B.E,, C.V.O,, M.C. .

Labor:
Permanent Secretary: Sir GODFREY H.
INCE, K.C.B,, K.B.E.

Pensions:
Permanent Secretary: Sir ARTON WILSON,
K.B.E, C.B.

Post Office:
Director General and Deputy Chairman of
Post Office Board: Sir RAYMOND
BIRCHALL, K.C.B, K.B.E.

Insurance:
Permanent Secretary: Sir HENRY D. HAN-
COCK, K.B.E,, CM.G.
Supply:
Permanent Secretary: Sir ARCHIBALD
ROWLANDS, G.C.B.,, M.B.E.
Town and Country Planning:
Permanent Secretary: Sir THOMAS SHEEP-
SHANKS, K.C.B,, K.B.E.
Board of Trade:
Permanent Secretary: Sir
WOODS, K.C.B., M.V.O.
Transport:
Permanent Secretary: Sir GILMOUR JEN-
KINS, K.C.B,, K.B.E,, M.C.
Treasury:
Permanent Secretary: Sir EDWARD
BRIDGES, G.C.B, G.C.V.0,, M.C.
War Office:
Permanent Secretary: Sir GEORGE Ww.
TURNER, K.B.E, C.B,, JP.
Office of the Lord Pres1dent of the Council:
Secretary: E. M. NICHOLSON, C.B.

Warlra-

Permanent Secretary: Sir Harold Emerson,
K.C.B.

JOHN H.

‘Board of Inland Revenue:

Chairman: Sir ERIC ST. JOHN BAMFORD,
K.BE, C.B., CMG.
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7. British Representatives at the United

Nations.

Permanent Representative to the UN: Rt.
Hon. Sir ALEXANDER GEORGE MON-
TAGU CADOGAN, K.CB,, C.C.M.G., P.C.

Deputy to the Permanent Representative to
the UN: Sir TERENCE SHONE,
K.C.M.G.,, CM.G.

Counselor to the Permanent Delegation:
V.G. LAWFORD, M.V.O.

8. Personalities in the British Defense Organi-
zation.

Minister of Defense: Rt. Hon. A. V. ALEX-
ANDER, C.H., M.P.

" Chief Staff Officer: Air Marshall Sir WIL-
LIAM ELLIOTT, C.B,, C.B.E,, D.S.O.

Secretary of State for War: Rt. Hon. EMAN-
UEL SHINWELL, M.P.

Chief of the Imperial General Staff: Field
Marshall Sir WILLIAM J. SLIM, C.B.E,,
K.C.B, C.B,, D.S.O,, M.C.

First Lord of the Admiralty: Rt. Hon. Vis-
count HALL

First Sea Lord and Chief of the Naval Staff:
Admiral of the Fleet Lord FRASER of
North Cape, G.C.B., C.B.E.

Secretary of State for Air: Rt. Hon. AR-
THUR HENDERSON, M.P.

Chief of the Air Staff: Marshal of the Royal
Air Force Lord TEDDER, C.G.B.

For a description of the Defense Policy and
Planning Organization of the UK, and of the
functions of the above individuals, see ORE
16-48.

Scientists:

Chairman, Defense Research Policy Com-
mittee: Sir HENRY T. TIZARD, K.C.B,,
CB., AF.C,F.RS.

Secretary, Department of Scientific and In-
dustrial Research: Sir BEN LOCK-
SPEISER

Scientific Adviser to the Army Council: Dr.
O. H. WANSBROUGH-JONES.

Chief of the Royal Navy Scientific Service:
N.F. BRUNEETT

Scientific Adviser to the Air Ministry: Dr.
R. COCKBURN

Sir Heniry TIZARD, under authority of the
Minister of Defense is responsible for framing
general research and development policy, both
from an operational and scientific angle, in
the Service Departments and the Ministry of
Supply. Remaining governmental research
and development, concerned chiefly with the
physical sciences, industry, and university
grants, is controlled by the Department of
Scientific and Industrial Research, for which
the Lord President of the Council answers to
Parliament. Broadly speaking, Tizard heads
the military, and Lockspeiser the civilian, as-
pect of government research and develop-
ment, although much overlapping occurs be-
tween the two. Together with the Scientific
Advisers to the three Service Ministries, these
five men are listed because of their advisory
and policy making positions at top govern-
ment level. A much longer list could be made
of British scientists individually outstanding
in their special fields.

9. Trade Union Leaders.

ARTHUR DEAKIN—General Secretary,
Transport and General Workers’ Union, the
largest in Britain. Member, General Council
of the Trades’ Union Congress (TUC). Presi-
dent, World Federation of Trade Unions until
the TUC split from the organization in Janu-
ary 1949. Rigidly anti-Communist. Has ad-
vocated some government direction of Labor;
in general has cooperated with Government’s
economic policies.

H. VINCENT TEWSON-—General Secretary
of the TUC. Former official of the World
Federation of Trade Unions. Has never
shown an assertive personality but is re-
spected in labor movement for efficiency and
administrative ability.

Sir WILLIAM LAWTHER—President, TUC
General Council. President, National Union
of Mineworkers. Knighted in 1949. Has
small influence with other union leaders.
Was at one time willing to work closely with
Communists but made a clean break in 1948
and now supports the Labor Government and
the General Council majority on the Commu-
nist issue. Is opposed to the theory of in-
creased responsibilities of workers in control
and administration of nationalized industries.
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ARTHUR HORNER—Communist. General
Secretary, National Union of Mineworkers.
Once considered one of the strongest and
most respected of trade union leaders. In re-
cent months his unwavering support of Com-
munist tactics, despite the TUC’s anti-Com-
munist campaign, has made him a suspect
with the labor rank-and-file. Was defeated
for reelection to the General Council of the
TUC in September 1948.

JACK TANNER—President, Amalgamated
Engineering Union. Member TUC General
Council. A consistent follower of the Com-
munist line until 1948, when he headed an
AEU drive against Communist inspired unoffi-
cial strikes. Member of the Anglo-American
Council on Productivity.

TOM WILLIAMSON—General Secretary,
General and Municipal Workers’ Union, the
second largest union in Britain. Member,
TUC General Council. Former Labor MP and
active in Party until his resignation as MP in
1948, for purpose of devoting full time to his
trade-union duties. Has always been a firm
anti-Communist.

J. M. FIGGINS—General Secretary, Na-
tional Union of Railwaymen. Resigned from
Communist Party several years ago but still
considered fellow-traveller. Member, TUC
General Council but exerts small influence
there. Regarded as a rather incompetent op-
portunist by responsible trade-union leaders.

LINCOLN EVANS—General Secretary, Iron
and Steel Confederation. Member TUC
General Council. Member, Anglo-American
Council on Productivity. Interested in trade
unionists in British zone in Germany. Early

faowvnwr A Triva e

. : £ v 41,
in 1048 was reported in fgver of making the

eport
Marshall Plan the issue on which to split the
World Federation of Trade Unions.

TOM O’'BRIEN—General Secretary, Na-
tional Association of Theatrical and Kine Em-
ployees. Member TUC General Council. Ro-
man Catholic. Violently anti-Communist.
Aggressive. Together with Deakin and Tew-
son make up the three-man delegation to the
ERP Trade Union conference in London in
March 1948.

A. F. PAPWORTH—Communist. On Exec-
utive Committee of the Transport and Gen-

eral Workers’ Union representing the Bus-
men’s branch. Director, Council of Manage-

ment of the Daily Worker.

JAMES GARDNER—Communist. General
Secretary of the National Union of Foundry
Workers. On Executive Committee of the
Communist Congress in London, February
1948. Rejected government’s Wage Stabiliza-
tion Policy. Maintains his first loyalty is to
trade union and then to Communist Party
and that the two do not conflict.

JAMES BOWMAN—Vice President of the
National Union of Mineworkers. Member
TUC General Council. Has great power over
a trade union audience. Is spoken of as “the
Ernest Bevin of today.” May become the
dominant personality in the TUC General
Council.

SAM WATSON—Secretary of the Durham
area miners and member of the Executive
Committee of the National Union of Mine-
workers. Elected Chairman, Labor Party Ex-
ecutive Committee, June 1949. Responsible

~ trade union officials regard him as promising

prospect for eventual union leadership. Has
taken an active part in the TUC Anti-Com-
munist campaign and has been given a large
part of the credit for the Durham area miners’
successful record of cooperation in the drive to
increase production.

ABE MOFFAT—Communist. Chairman of
the Scottish Miners’ Union which has con-
sistently opposed the policy of the National
Union of Mineworkers. Under Moffat’s lead-
ership the Scottish mineworkers have rejected
the Government’s Wage Stabilization Policy;
condemneda TUC withdrawal {rom the World
Federation of Trade Unions; and generally
supported Communist-led strikes in Europe.

10. UK Officials Prominent in Western Union.

UK member of Consultative Council: Sec-
retary of State for Foreign Affairs ER-
NEST BEVIN

UK representative on Permanent Commis-
sion: Sir GLADWYN JEBB

UK member of Defense Committee: Minis-
ter of Defense A. V. ALEXANDER
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UK representative on Chiefs of Staff Com- Permanent military chairman of the Com--
mittee; also presides at meetings: Mar- manders in Chief Committee: Field Mar-
shal of the RAF Lord TEDDER. shal Viscount MONTGOMERY

Head of UK military delegation to the Per- -
manent Military Committee: Air Vice Commander in Chief WU Air Forces: Air
Marshal E. G. HUDLESTON - Chief Marshal Sir JAMES ROBB.

SE T
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