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These are the Leaders in the
Campaign for Freedom and Justice
They include Henry Hazlitt the
J N th.is issue of "The Free Trader"
we publish an article by Mr. author of "Economics in One
Leonard Read who is President of Lesson" and more recently of "The
the Foundation for Economic Edu- Failure of the New Economics."
In the latter work he examines
cation at Irvington-on-Hudson in
line by line Keynes' "General
the State of New York.
The subject of Mr. Read's article Theory" with devastating effect.
is "Coercion"-and of course he is Mr. John Chamberlain writing in
against it. The article appealed "The Freeman" about that book
particularly to the honorary editor said that not only does Hazlitt kill
of "The Free Trader" beca.use for Keynes but that he cuts the corpse
a period of twenty years he up into little pieces and stamps
announced at the top of his leader each little piece into the earth.
column in "The City Press," which The performance he concluded was
paper he then owned that it stood "awe inspiring, masterly, irrefufor "Free Trade, Sound Money and table and a little grisly."
No Coercion." And never before
Then there is Ludwig Von Mises,
has he seen the case against co- one of the world's greatest masters
ercion by government or any other of economics and the tutor of
authority so well explained as in Frederick Hayek, the author of the
this article by Mr. Read.
"Road to Serfdom," which twentyAt a time when private property five years ago gave a clear warning
is being taken over in the name of to the world of what would happen
public development presumed to be if the free economy was abandoned.
"in the national interest" on a Von Mises is the author of
scale never before known in our "Human Action" which presents
country a sound and honest ex- the case in a completely uncomposition of the case against co- promising manner for capitalism
and the free society. "Human
ercion is badly needed.
The Foundation for Economic Action" is a text book for all those
Education was founded in 1946 to who believe in the ability of a free
combat the prevailing trend toward market economy not only to outstate intervention in human affairs. distance any government-planned
fts method is to study and explain system in the production of goods
the alternatives to intervention: the and services for the masses, but to
free market, private property, safeguard those intellectual, culturlimited government concepts and al and moral values upon which
the moral and spiritual principles all civilisation ultimately rests.
on which the United States was
In this group of men there are
founded.
many others of great distinction
The Foundation has been do,ing but another we must single out for
work of outstanding quality and mention is Dr. W. M. Curtiss,
Mr. Read has gathered around him formerly Professor at Cornell Unimen of the highest distinction.
versity. He is the author of the
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"Tariff Idea." In this book he disposes of all the principal arguments for protective tariffs. He
points out that tariffs are not only
uneconomic but that they are a
source and justification for a host
of other political and economic
errors. Dr. Curtiss outlines the
positive features of free trade
especially its importance as a contribution to world peace.
In our own country the fight for
freedom is gaining in strength.
Every new government restriction
and attempt at coercion is now
creating more freedom fighters and
in a few years they will become
formidable.
The organisation that is becoming increasingly effective is the
Institute of Economic Affairs
founded by Mr. Anthony Fisher
and headed by Mr. Ralph Harris.
That organisation is producing
publications of increasing valueone of the latest being Professor
G. C. Allen's criticism of Professor
Galbraith's Reith Lectures.
According to Galbraith competition is bad, large business
organisations and price agreements
among manufacturers are good and
anti-trust and anti-restrictive legislation is futile and harmful.
Professor Allen rejects this nonsense and Galbraith's picture of a
society in which the individual is
submerged leaving modern government and the giant company in
possession of all power and initiative.
What is overlooked by most
critics of Galbraith is that the concentration of economic power has
been brought about by the protectionist policy and that the answer
to this concentration of power is a
decentralisation of power which
would result from the operation of

a Free Trade policy. A return to
Free Trade would permit freer
access to cheap materials and
result in the growth of a large
number of master men in every industry. In such conditions the
rottenness of some of the giants
would be exposed and they would
collapse.
Professor Colin Clark in "The
Daily Telegraph" and Graham
Hutton in "The Banker" both
made outstanding contributions exposing the Galbraith fallacies.
Professor Allen's book entitled
"Economic Fact and Fantasy" is
published by the Institute at 5/is well worth while.

MR.

Graham Hutton has long
been recognised as one of the
leaders of the campaign for true
.free enterprise.
Earlier this year in a letter to
"The Times" he once more
rendered a most useful service.
The American Secretary of Defence
had said that one reason for
America's industrial achievements
was her educational superiority.
Our Minister of Education had
replied saying that the reason
for the "brain drain" to the United
States was the greater riches of
America and not educational
superiority.

•

•

Mr. Graham Hutton stepped into the controversy and replied:
"The great mass of American
people is certainly not better educated than ours. Yet who made
the fantastic riches per head on
average? In 1890 the real incomes
turned out by Americans and
British workers for the same week-
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ly hours were broadly equal. To- burdened private enterprise sees no
day, average American work- purpose in risk taking. The lack
people's real incomes are double of private investment is resulting in
those of any Western European more government investment and
country's, for a full working day a control at the expense of all the
week less. As recently as 1946 people except our growing bureauthe American national debt stood cracy.
at 130 per cent. of American
gross National product (roughly
the national income). Today by
private enterprises own profits and pROFESSOR Colin Clark who is
director of the University of
investments the debt stands at only
47 per cent. of the American Gross Oxford Agricultural Economics
National Products not because the Research Institute also rendered a
debt has been reduced (it has vast- valuable service in an address to
ly grown absolutely) but because the National Union of Ratepayers'
private enterprise has been induced Associations.
and allowed profitably to push up
He urged the Ratepayers'
investment productivity and so the Associations not to demand more
resulting Gross National Product money from central go,vernment
at a prodigous rate, without in- for local needs but to reduce such
flating price levels at West Euro- demands and insist that more
pean rates, and without any de- funds for local requirements should
valuation. Meanwhile we stumble be raised locally.
along after "growth" and "go";
Not only would that be better
policies raising the fiscal handicaps
than
the present practice because
and burdens on private enterprises
to unprecedented peace time there would be a wider recognition
heights: grabbing under all poli- of local responsibility for spending
tical parties more and more of a money but it would cause more
stagnant Gross National Product responsible people to play a part
for the "public sector" through in local government.
Many people of real quality will
such charges and taxes (45 per
cent. of G.N.P. this year goes to not play a part in local governthe public sector compared with 24 ment because they are not allowed
per cent. in the United States) and to make decisions which accord
unable even so, to "afford" to build with local conditions. The need
all the new capital all of us agree for decentralisation in respect of
is needed in both sectors. At least local government is urgent.
some British in high places seem
to need more education in at least
some respects, if ever our fine eduPeregrine Worsthorne in an
cation system is to prove as fruitarticle in "The Sunday Teleful as that of America."
graph" earlier in the year pointed
out that television on the programThat letter from Graham Hutton ming side of it- is run by the
is one of those efforts which help young. It is notably lacking he
to change public opinion. It is said, in an older generation, an old
particularly important at a time guard. These younger people he
when discouraged and heavily said make little or no attempt to
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reflect or even consider the attitudes and prejudices of the older
generation. This he claimed was
unjust and unhealthy. "Admirable
as Malcolm Muggeridge is, it is
preposterous that he should be the
only television star regularly in
orbit over the age of forty-five.
In any case, no forest should be
entirely made up of saplings. A
few gnarled oaks here and there,
would do much to improve the
television landscape."
We would not merely agree with
what Mr. Worsthorne says but
would add to the argument. Ever
since the first war newspapers ha·•e
sought circulation by flattering the
young and appealing to so called
emancipated womanhood.
The views of the young however
outrageous and immature have
been foisted on the public. As
soon as the young became middle~
aged or old they have been abandoned and the appeal made to the
next generation of youth.
The consequence of this has been
that mature experienced and honest
opinion has never had a look in.
This can be said especially of those
who could provide the alternative
opinions to the protectionists and
the great vested interests of both
capital and labour who have dominated our affairs for the past near
fifty years. What this practice has
cost the nation it is impossible to
calculate but it has been enormous.
It amounts to a constant denial of
the opportunity of expressing
opinion to a most important and
valuable section of the community.
It has brought into existence a
nation governed by youth and by
political capitalisers of street corner
oratory who have no experience
and little, if any knowledge, of the
real business of the nation.
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Hardly a week goes by that
does not include some valuable a~
tivity from Mr. Enoch Powell.
In March he disclosed that the
Draughtsmen's and Allied Technicians' Association (known as
DATA) had put pressure on small
firms doing subcontracting for the
Rolls Royce and English Electric
to compel all their employees to
join the Union. Data spokesmen
agreed that it was their policy to
achieve I 00 per cent. membership.
Accordingly they have come to an
agreement with a half dozen major
firms that they will not give subcontracting work to firms that do
not employ 100 per cent. unionised
labour.
It also became known that the
U!lion was negotiating with government departments for a similar
arrangement.
The union claims that the purpose of its campaign is to "secure
desirable standards of indus trial
conduct and to eliminate the abuse
of so called "self employment."
It is thus in the power of the
union to put out of business small
firms who insist on the right of
their men to ke:;p out of the union
if they wish to do so. This is a
very serious matter. The use of
subcontractors should not be
decided by whether the firms are
unionised or not but by whether
the firms can do the work efficiently and at a competitive price. Mr.
Enoch Powell is the outstanding
leader today amongst the politicians in the formation of public
opinion. He deserves support.
In one of our advertisements of
"The Free Trader" in the "New
Outlook" we referred to the
dangers of the purely commer-
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cialised press and to Lord Thomson's 140 publication.
We said that Lord Thomson's
insistence on profitability ruled out
the possibility of editors advocating unpopular but important
policies.
Peregrine Worsthorne in "The
Sunday Telegraph" expressed a
similar opinion. He said "Lord
Thomson owning 'The Times' is
just another rather sad sign pf the
times. The man who boasts that
he is only in newspapers to make
mo:-~ey takes over the paper that
has always maintained that it is
more a kind of church than a form
of business. He can pretend that
nothing essential will change and I
do not doubt that he means what
be says. But, of course, he is
wrong. The unmistakable truth
is that this country can no longer
afford to support a great 'organ'
like 'The Times.' Lord Thomson's
men will no doubt find a new
journalistic formula which will increase circulation, expand advertising- revenue and add to the entertainment of the more educated
sections of the nation. But a
paper like 'The Times' has to be
more than a successful journalistic
formula ; more than a moneymaking proposition; more than a
forum for interesting debate. It
has to have a cutting edge of its
own, a defim ble character, an interest in and respect for mo•re than
passing cultural and inteiiectual
fashions, and all this involves the
risk of losing money. And this
. would be against Lord Thomson's
principles." With all this we
would agree with one exception.
We believe that not only can the
nation afford a great "organ" like
"The Times" but it requires such
an organ. The trouble with the

newspapers as with the railways is
that their costs are out of proportion. If costs on the railways for
instance were rightly proportioned
and were not governed oy the
pressures of special interests many
of the branch lines would not have
to close down. One day the truth
of that statement will be recognised
and a great organ of opinion will
rise again.

AT long last politicians are beginning to give consideration to
what should be done if our country
does not enter the Common
Market.
To help fill the vacuum in this
discussion the Free Trade League
has sent the following letter to all
members of Parliament headed: KEEP

DOWN THE COST OF
LIVING.
"Many people are now asking 'What
shall we do if the proposal to enter the
Common Market has to be abandoned?' ·
Is there an alternative? The answer is
that there is an alternative.
" But it has to be recognised that the
anxiety of the Government to enter the
Common Market at almost any price is
due to fears that it will be impossible
to find markets for many British
Products; that the British people will
not be able to earn their keep and that
widespread food shortage may result.
"In the opinion of many well informed people entry into the Common
Market will not provide a solution to
our economic problems but will raise
the cost of living. That trend will be
strengthened as Japan and other
countries through keen trading and
making the most of their resources earn
more from the rest of the world and
thus increase their command over the
world's food supplies.
"While our command over the world
food supplies is being reduced by our
trade restrictions we are also earning
less from one of our fanner major invisible exports-shipping.
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"In pre 1914 years, British ships
earned
in
net
freights
around
£112,000,000 a year. Translated into
today's money that would be at least
£672,000,000. In contrast, because we
are now shipping 56 per cent. of our
goods in foreign vessels this means that
instead of a net income from shipping
we may well be paying out to foreign
shipowners more than we earn.
"This catastrophic decline results
from the protectionist economic policy
begun in 1915. That policy contributed
to conditions which caused the second
world war, to mass unemployment, to
the stop-go economy and now it is contributing more and more to the rising
cost of living.
"It is time for the British people to
think again. If we are to export competitively we have to buy from the
cheapest markets. If we want to keep
down the cost of living and allow existing wages to buy the maximum goods
we have to allow our people to buy
from the cheapest markets. There is
no alternative. The British people
ignore the facts at their peril. It was
formerly always recognised by the
greatest British economists that the best
way to compete with hostile tariffs was
to encourage free imports. To retaliate
is merely to add to our loss. We invite
you to read the Free Trader-copy
enclosed."

COME IN AND HELP.
If you believe in something
go in and help. Don't stand
on the sidelines. In the Free
Trade cause it is people we
want. There is no reason for
timidity. Tell your friends that
something important is happening. Talk Free Trade and introduce new members. We get
them in fives and tens. We
want them in hundreds and
thousands.

HERE
WE
REPRINT
WILLIAM COWPER'S ETERNAL CONTRIBUTION TO
THE CAUSE OF FREE
TRADE AND INDIVIDUAL
LIBERTY.
Again-the band of commerce
was designed,
To associate all the branches of
mankind,
And if a boundless plenty be
the robe,
Trade is the golden girdle of
the globe.
Wise to promote whatever end
he means,
God opens fruitful Nature's
various scenes,
Each climate needs what other
climes produce,
And offers something to the
general use;
No land but listens to the
common call,
And in return receives supply
from all,
This genial intercourse and
mutual aid
Cheers what were else in universal shade
Calls Nature from her ivymantled den,
And softens human rock work
into men.

'Tis liberty alone that gives the
flower
Of fleeting life its lustre and
perfume,
And we are weeds without it.
All constraint
Except what wisdom lays on
evil men
Is evil.
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The Policy of Protection is
Economic Disarmament

THE

charge is sometimes made
against Free Traders that they
are in favour of economic disarmament.
They are put in the same category as those who between the wars
neglected the defences of the nation.
The charge is quite unjustified.
There is no doubt that the protectionist measures taken in the
interests of sections of industry and
agriculture in the inter-war years
contributed to international tensions creating misery abroad and
sowing the seeds of war.

make for weakness in the industries
concerned. It also places burdens
on those industries which can survive and improve their positions
against foreign competition in
world markets. It is those burdens
on the exporting industries which
amount to economic disarmament.
The policy of protection creates
for a time an atmosphere of hot
house prosperity.
During that
time resources accumulated over
the centuries are used up in maintaining what is called a healthy
home market.
But it is not
healthy. It is a condition in which
the seed corn available for future
development is used up. That is
what has been happening on a
large scale in our country now over
many years.

The mutual interests created by
trading were broken and peoples
who might well have been friendly
to us in war time found no advantage in assisting a people who put
up barriers against their producIndeed, we are now selling up
tions.
overseas investments which substantially helped our annual inThough Free Traders do not talk come and ability to obtain supplies
in terms of war but in terms of from abroad in order to pay off
peace it might be claimed with debts incurred by government and
justification that a policy of Free which should never have been
Trade is one of economic arma- accumulated.
ment and that of protection one of
economic disarmament.
No! It is not Free Trade which
is economic disarmament. Free
The policy of protection is one Trade is the policy which puts the
of featherbedding sections of indus- nation in fighting trim so that it
try. It allows such industries to can earn its keep in the world's
persist in unsound policies which markets.
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Coercionthe crowning
evil of
our times
by Leonard Read

A man goes down from a blow to
the solar plexus and we say he's
had the breath knocked out of him.
Every act of society-coercion
being the forcible imposition of
one's will on others- is like a
damaging blow that knocks the
breath out of humanity.
Nor does it make any difference
whether the coercive act is accidental or deliberate, for a noble or an
ignoble purpose. It is not the intention behind the act, but the
nature of the act itself, that does
the injury. Whether one be injured "for his own good" or "for
the good of humanity" does not
modify the extent of the injury.
Erecting a Taj Mahal in the name
of love with forcibly extorted funds
or enslaved labour, or compulsorily expropriating people's income
to build hospitals or art centres, are
no less coercive than compelling
Negro slaves to ho~ one's. cotton,
or forcing workers mto umons, or
robbing another at the point of :1
gun.
This is strong language when
acts of coercion are proudly and
widely advocated from pla~for~1,
classroom, pulpit, and the edttonal
page; but can such a reading of
the issue be logically challenged.
Coercion imposed on others,
whether to gain something for self
or for those we love or pity, or to

keep others from gaining for themselves by their own honest effort,
is the crowning evil of our times.
Coercion is anything but peaceful.
Its practice on the grand scale is a
crippling blow to our human potential.
Nor does it make any difference
whether the coercion is inflicted
directly or indirectly through one's
agent, such as a personal accomplice, a labour union, a government, or whatever. I am personally responsible for any evil I
support, encourage, or condone
regardless of who carries my
banner. It isn't the mob that
strings up Joe Doakes; only individuals commit crimes; the
hanging is done by each member
of the mob. Nor is it the association that takes money from everyone in the nation to finance the
local plaza; it is a coercive act on
the part of the association's members-each one of them! Individual absolution is not to be achieved
by collectivization.
Regardless of pretensions to the
contrary, only now and then can
a person be found who does not
advocate some coercion, for some
laudable end. Indeed, so pervasive
is the coercive doctrine that most
Americans are unaware of any
acceptable alternative.
After I had lectured recently in
New Delhi, a reporter said to me,
"Economic freedom is all right for
you affluent Americans but not for
an underdeveloped country such as
India." And at home I hear,
"Economic freedom was all right
for the simple agrarian economy
[under-developed] we had . two
centuries ago but not for a htghly
specialised, complex economy [affluent] such as we now have," In

THE FREE TRADER

a word- underdeveloped or affluent-there is no place for economic freedom but only for state
socialism, that is, coercion. So
decree today's intellectuals.
The coercive doctrine is highly
publicised and accounts for much
of the ideological noise we hear.
"Let the government do it," goes
the deafening chant. But hark!
At this very moment someone is
exchanging the fruits of his labour
for a tank of gasoline. Each party
gains! Willing exchanges such as
this occur by the billions day in
and day out. Taken together in
their enormity, these wealth-creating, poverty-destroying actions give
us all our net economic gain, every
last measure of material progress.
Unlike the doctrine of coercion,
these willing exchanges-economic
freedom in practice- are commonplace, unheralded, unnewsworthy.
Thus, they go unheard, unseen, unappreciated. So impressive is the
noisy babble for destructive coercion and so quiet is the performance of creative freedom that coercion is thought to be the cause
of the progress we enjoy. Such
mistaken correlations can be the
downfall of any individual or
group, of any nation, economy,
civilisation.
Facing the matter from another
point of view, we see that man is
an entity of radiant energies. Each
individual is a composition of
realised and potential energiesdiverse, unique, ever-changing.
Were all to go in accord with what
appears to be the Cosmic Design,
these individual specimens of the
Universal Energy would exert
themselves in an improving, creative direction. For certainly the
Design must call for human emer-
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gence m awareness, perception,
consciousness.
But man, with his power to
choose, can and often does turn his
energies in a destructive direction.
His energy cannot "stay put"; it
has to expend itself. We observe
some persons, having enormous
energy, turning it inward to their
own evolvement: Goethe, Shakespeare, and their kind. But others
of unusual energy utterly fail in
their own evolvement; their energy
spins outward over the environment, in the form of coercive, dominating control of others: Napoleon, Hitler, and their kind. Of
course, each of these two archetypes has its minor performers.
But the lack of self-control is not
all; there is another influence at
work. Whenever coercive polici~
dominate the societal situation, inhibiting and prohibiting energies
from manifesting themselves creatively, these energies, under the
necessity of expending themselves,
tend to turn destructive: moral
laxness, riots, strikes, vandalism,
wars, and so on. Coercion- even
when backed by good intentionsmust knock the breath out of
humanity, totally sooner or later.
Coercive practices breed more coercion, and there is no remedy
short of replacing these practices
with freedom and willing exchange.
In the name of doing good! To
illustrate my point, let us consider
an educated electorate as an objective. But how is universal education to be achieved? Surely, not
by relying on freedom, as we do
with religion! Freedom can't be
trusted for something as important
as education! Here, runs the argument, coercion is necessary: compulsory attendance, government
dictated curricula, and the forcible
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collection of the goods and services
to pay the educational bill. To
challenge this nea r-unanimous,
deeply-embedded notion is to risk
being classified as a "nut."
Yet, the application of coercion
to education is turning out what a
vast majority of us do not want:
millions of "educated" coercionists,
annually-exactly what any capable diagnostician would have
predicted. It is unrealistic to
believe that institutions founded on
coercion can, in the long run, advance an understanding of freedom. The record is already speaking for itself.
Universal education may be a
worthy objective. But when coercion is applied, compelling universal attendance, it becomes necessary to "scrape the bottom of the
barrel" to find teachers. The
qualified teachers are "watered
down" by the unqualified, turning
the trend away from excellence and
toward mediocrity. The itch to
teach, to project one's views, takes
precedence over eagerness to learn,
and this is a perversion of the educational process.
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It is a simple, obvious, selfevident fact that ideas, understanding, wisdom cannot be coercively
injected into the consciousness of
another. Yet, such is the presumption of persons who employ the coercive techniques.

If human creativity is the goal,
the reliance should be on freedom.
And it matters not whether the anticipated area of growth or development be education, steel making,
dress designing, or whatever.
Creativity at the human level
behaves according to the law of
attraction. Attraction to what?
To someone or to something better.
Available to each of us are literally
tens of thousands of "betters."
From among the millions of seemingly common men, stars appearsome tiny, some a little larger, and
the relatively big ones: Socrates,
Edison, Beethoven, Christian Dior,
Pasteur, Madame Curie, Booker T.
Washington, Menger, Adam Smith,
Bastiat, Marshall Field, Mises, and
perhaps your good self should be
included. These luminaries-when
freedom in transactions prevailsset the pace, lead us, if we so elect,
into new and higher realms; they
cut all the patterns for progress.

Granted that education ought to
rank high in any rational hierarchy
of values, it must also be conceded
Our human stars come from
that there is no more difficult aim every walk of life--when not reto achieve in the whole creative tarded by illusion or slumber or
realm. It is precisely for these fear or coercion. They emerge
reasons that education should be from the oddest environments and
divorced from coercion and left circumstances, as if every new-born
completely to freedom. While the babe were a potential star. These
free market or willing exchange talented ones shine for a moment,
way of life is necessary for the help to light the way, and then are
preservation of an affluent society, gone forever except as they remain
it is an absolute "must" for any in book or memory. Together,
growtli or development. Espec- and over the millennia, they serve
ially when confronted with difficult to increase the overall glow, this
or "impossible" problems, turn to being the Universal Energy in its
freedom .
human manifestation.
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lessens, the glow
This human luminosity is as when it
mysterious as life itself, for, in- brightens-a renaissance. Infinitedeed, it is life in its richest form. simal human energies, as minute
For any one of us in our proximity molecules, configurate naturally,
to absolute ignorance to attempt its miraculously, creatively when free
controlled management, that is, the to flow, when obstacles are out of
coerced coalescence of this infinite- the way.
ly intricate profusion of minute
If we would improve ourselves,
energies, is to reactive a notion as
nonsensical as "the divine right of we will cast off our coercionist inkings"; it is to say, in effect, clinations; we will look to the
Only I can make a tree"; it is to stars, which is to say, we will look
ask for enthronement atop the to excellence in ourselves and
Cosmos! The coercionist in us is others. This is what we do when
this pretentiousness; as it asserts we abandon our coercive ways and
itself, the glow dims-a dark age; put our reliance on freedom.

The Only Completely
Independent Publication
"The Free Trader" does not
canvass for advertising but it
docs accept advertising. Because
it does not canvas for advertising those who conduct "The
Free Trader believe that the
~ompletc independence of the
publication is preserved. Some
of our friends doubtless will
wish to advertise in "The Free
Trader" because they may
secure good value for money;
others will do so because they
feel by so doing they will help
a ~at Cause and contribute to
the restoration of the economic
~ngth
of their country;
other~ too will advertise· because
they believe that it is imperative that independence in the
press should be supported and
maintained.
All these purposes are useful.
Many publications maintain
that they are independent but
there is little doubt that over
the past fifty years the nation
has suffered from the commercialisation of the press.

Indeed, it is suffering from
commercialisation
at
this
moment.
Because advertising in the
public press comes largely from
protected industries it is understandable that newspapers will
not advocate policies such as
F•·cc Trade which result in
foreign competition against
protected industries. In these
circumstances it is vitally important that truly independent
publications, free to express uncompromising opinion on great
issues should be maintained and
developed. It is possible that
in the coming years as the
policy of protectionism comes
to be discredited' parts of the
commercialiscd
press
will
collapse and sustain losses.
Then we shall see the advance
of new publications, and probably "The Free Trader" itself
due to a knowledge of its independent policy and the fact
that it depends for its continuairoe on the growth of an organisation dedicated fo the advancement of a great Cause.
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Abandon T·our World Connectionsand

our people of the opportunity of
planning our own economy. It is
therefore legitimate for those Free
Traders who are against entry into the Common Market for exactly the reverse reasons to those of
Mr. Pickles to express their dissent
from the proposal.

the choice
will be
porridge, pasta
and potatoesSir George Bolton,
K.C.M.G.

MANY members of the Free
T1ade League are objecting to
the campaign to enter the Common Market.
They do so because they believe
that by handing over decisions in
respect of our economic policy to
the unelected bureaucracy in
Brussels they deprive the people of
our own country of the right to
decide whether we shall return unilaterally to Free Trade or not.
Mr. William Pickles the Labour
Party campaigner against the Common Market proposal does so, it is
believed, because to enter the
Common Market would deprive

At a meeting at the Central Hall,
Westminster, Mr. R. H. Turton,
M.P., expressed the view, which
accords very largely with that of
Free Traders that our country is an
oceanic power and that we abandon our position in that respect to
go into the European Community
at our peril. Another speaker
said that the campaign to go into
Europe was largely induced by a
number of bankers in the City who
hoped to profit from the extension
of activities with their Hamburg
and other continental connections.
All these opinions have some justification.
It is however satisfactory to see
that there is at least one formidable
campaigner in the City who
is not afraid to say that to enter
the Common market would be a
disaster of the first magnitude..

That banker is Sir George
Bolton, Chairman of the Bank of
London and South Ameri'ca. Indeed, at a press conference Sir
George expressed his contempt for
those of our politicians who
engaged in the humiliating activity
of chasing from one European
capital to another to seek entry at
almost any price,
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In his review of the economic
situation Sir George said "it is by
no means certain that Britain's
world role as a major trading
nation, heavily dependent on imports and closely connected with
the producers of food and raw
materials in North and South
America and Australasia, is compatible with the self sufficient economic principles and archaic monetary policy of the E.E.C. It is in
the unknown effects on political
relations and foreign policy that
the danger to Britain's future probably lies. Joining the European
community under the Treaty of
Rome means accepting direct involvement
with
innumerable
Western political problems. Despite
indications of more realistic thinking in Western German, and indeed
in the countries of the Soviet bloc,
the basic problem of German reunification continues to fester and
thus to create a potentially explosive situation; and the difficulties which neutral Austria is having
with Moscow over its search for
a working arrangement with the
EEC is a warning light. We should
not permit ourselves to be optimistic about any early relaxation
in political relations with the Soviet
Union and Eastern Europe if we
propose, by joining the EEC, to
accept current German foreign
policy. The necessary harmonization of French and British foreign
policy-meaning in effect an acceptance by Britain of French attitudes
- would also cause painful reactions over a wide area of British
foreign relations. As regards the
Commonwealth, one of the greater
disasters for Britain would result
from our continued acceptance of
financial and economic responsibility for the generally volatile and
politically unstable and semi-bank-
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rupt Afro-Asian group, while
relations with the older dominions
became embittered and remote.
"Greater flexibility would almost
certainly be needed in the key
question of the EEC agricultural
policy, with its emphasis on selfsufficiency; for Britain in particular this is an obstacle that cannot
easily be swept aside by assurances
that it would not be difficult for
Britain to adopt the modification
in agricultural policy implicit in
acceptance of the EEC agreement.
"No political party has considered how to explain away the
possibility that, if Britain becomes
a member of the EEC, the lowerpaid Briton will have to be satisfied
with a substantially carbohydrate
diet with a choice between, say,
porridge, pasta and potatoes.
Britain's primary aim must be to
ensure a regular and growing supply of foods, particularly protein,
and industrial materials; any move
towards membership of the EEC
that disrupts Britain's supply lines
with our trading partners is to be
regarded with suspicion. The likelihood that the trend of world food
prices will be upwards for perhaps
many years to come will lead to
higher living costs in Britain
whether we are allowed to enter
the EEC or not; the important
point is that Britain should be free
to maintain and develop commercial and financial relations with the
world's most efficient producers."
In that statement Sir George
makes a valuable contribution to
the discussion on this issue of the
Common Market which is without
question the most important issue
facing the people of our country
for several hundred years.
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Mr. Edward Heath-defeatist
ACCORDING to Arthur Butler,
"Daily Express" Political correspondent, "Mr. Heath deeply upset anti-Common Market Tories by
his views at a private meeting in
which he expressed such lack of
confidence in Britain's ability to
stand alone that he gave at least
one of his listeners a sleepless night.
Mr. Heath argued that Britain
would not even be a leading maritime power in a few years time.
He insisted that it was essential to
join a grouping of other Statesand that Europe was the best
hope."
Mr. Heath does not yet recognise
that the collapse of the British
mercantile marine was foreshadowed at least forty years ago
by Free Traders.
They argued that protectionist
policy inevitably means the bolstering up of unsound internal industries thus putting up costs to the
detriment of shipping, shipbuilding
and other enterprises operating
overseas.
It is quite evident that Edward
Heath is completely unfitted for
leadership in the appalling conditions that now confront us as a
result of the protectionist policy.
The urgent need is for a great
public education campaign emphasising the necessity for a return
to a Free Trade sound money
policy.
Mr. Heath overlooks the important fact that nations with a
small land mass like Britain and
Japan can play a dominant part in
the world as a result of providing
markets for the distribution of
goods and by the creation of values
as a result of moving goods from

where they are abundant to where
they are in short supply.
The distributors of the world
with free markets can be even more
important than countries with great
land masses producing vast quantities of goods which are on occasions in surplus and therefore
have to be offered to the rest of
the world. Britain needs a great
leader who will show the true way
to economic strength and restored
prosperity.

MONEY DOWN THE DRAIN
Protectionism as all Free Traders
recognise is one of t he most powerful
forces making for inflation. It is therefore well to note that Mr. McDermot,
Financial Secretary, in reply to Sir
Cyril Osborne stated some weeks ago
that £100 invested in National Savings
certificates in July 1945 would have
grown with interest to £190 today. But
in real terms owing to inflation capital
and interest are only worth £89. Until
the Free Trade policy is restored the
erosion of the value of the pound will
go on.

CONSISTENTLY INCONSISTENT
"The Daily Express" recently told its
readers "When a man has obtained his
fa ir reward as a result of free wage
negotiation, he has equally the right to
spend the money as he likes. The
T.U.C. is at present engaged in what
may well prove to be an historic
struggle to establish the unalienable
rights of the wage earner. It should
also regard itself as the custodian of
the liberty of the wage spender- for
he is the same person." "The Daily
Express" has been for over forty years
the leader in the campaign for restrictions on the right of the people to buy
from the cheapest producer- if that
producer happ~ns to live in a foreign
country. The "Expre3s" is consistent
only in its inconsistencies.
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The immense value of an
International Capital Market
By kind permtsston of Mr. Joseph H. Taggart, Dean of the Graduate School of
Business Administration of New York University "The Free Trader" publishes in
full the Arthur K. Salomon Lecture by the Rt. Honourable The Earl of Cromer,
M.B.E. It is we believe an address which should be read in full.
Dean Taggart first apW HEN
proached me to give this lecture,

strongly supported by that most persuasive of intermediaries, AI Hayes, I
was most hesitant about accepting such
a distinguished invitation conscious of
my sad lack of academic prowess.
However he prevailed upon me. Had
I been aware then of the eminence of
those who have preceded me in delivering this lecture I would probably have
been more adamant in expressing my
academic inadequacy. But it was, I
believe, a Hebrew sage of ancient times
who wrote, "In a place where one is
unknown, one is permitted to say I am
a scholar." I make no such claim.
I did jXlss into the University of
Cambridge, it is true, and for a year
studied Law, of which in retrospect
Roman Law seemed to occupy most of
my time. Being, I suppose, a rather
impatient young man and seeing little
prospective value in an intimate knowledge of the legal processes of the manumission of slaves, I asked my Tutor
whether I could the following year
study Economics. When I was told
that this was completely out of the
question I said good-bye to Cambridge
and started working in the City at the
age of 20 and have been continuing my
education ever since. Some years later,
soon after the announcement of my
appointment as Govemo·r of the Bank
of England, I very kindly recet ved an
invitation to dine at my old college.
I am afraid that I could not resist the
temptation to point out to my old Tutor
that any heresies towards fashionable
economic theories which might shortly
be perpetrated by the Governor of t!:te
Bank would have to be laid at his door.
He . was a wise old man, and from the
look he gave me I gained the impression that he was not too worried on
that score. He was not an economist.

There has been an immense volume
of h ighly valuable research undertaken
in the field of Balance of Payments and
the International Capital Markets.
There is a mass of statistics available
to be drawn on to support almost any
point of view. However, to-day, rather
than attempt to dazzle you with my
command, which would anyhow be
spurious, of the welter of detail at my
rlisposal, I thought that it would be
better to talk in more philosophic
terms. So what I intend to say, I
would ask you to accept as musings of
one who has tried always to apply himself to finding practical solutions to the
problems which have come his way but
with a conscious respect for history,
as only by regard for the past can each
generation try to improve on what has
gone before. In the field of our discussion to-day, our present not very
satisfactory state of affairs I hope
represents a position fwm which to
make real progress.
·
No student of the international
capital markets can fail to discover
early in his researches an instinctive
distaste on the part of Governments
towards foreign investments by the
citizens. This deep"rooted dislike by
Government of new private foreign investment, despite intermittent tolerance
and sporadic lip service to the contrary,
would seem to be a historical fact;
different justification for the dislike
being deployed in different ages. No
matter the just ification put forward, the
basic distaste would seem to stem from
fe:1r of encroachment by the citizen on
unlimited exercise of sovereignty by
Government.
Going back in the history of the Old
World to the age of absolute monarchy,
the possession of wea lth, usually in the
form of property, was at the pleasure
of the Monarch. Those who displeased
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him were liable to find possibly both
their head and their possessions forfeited, and their possessions given to
someone else more congenial to the
sovereign power. Clearly such exercise
of authority could only be effected within the realm where the Sovereign's sway
extended. Hence possession of property outside the. realm created a threat
of independence entirely unwelcome ~q
an absolute Sovereign or subsequently
to an authoritarian Government. Similarly, when the minting and issue of
coinage had come to be recognised as
the prerogative of the Sovereign or
Government, the physical export of
coinage or monetary metal to provide
the wherewithal for foreign investment
came to be viewed with suspicion on
two counts. Firstly that the national
coffers of the investing country were
seemingly being depleted and secondly
there was the threat that a potential
enemy might be benefiting. Exchange
Control in one form or another is
probably as ancient as the nation-state.
I make no pretence to be a scholar in
this subject, but I have discovered that
in 1299 restrictions were imposed on
the import and export of currency into
and out of England. I don't think this
was by Statute but the restriction
would appear to have had at least equal
force to what we refer to to-day as
voluntary restraint. For tourism "at
Dover, and elsewhere where the King
should ordain, a Table shall be set up
to give change for necessary expenses
to those who should go and come"but I have found no record of limit£50 in those days of feudal autocracy
The earliest
was a princely sum.
restriction on foreign portfolio investment which I have been able to trace
in the U.K. was in 1384 when it was
ruled that no gold or silver should be
exported and specifically that "no Papal
Bull, nor other instruments should be
brought into the Realm on account no
doubt of the Money which would be
paid for them."
The forces of liberalism in the last
century, coupled with other powerful
influences such as the advent of steam
transportation on sea and land which
facilitated mass migrations of people
and the opening up of new lands,
brought with it a remarkable growth
in international investment throughout
the world. It would, however, be a
mistake to be led into the belief that,
at least in Britain, there was any

THE FREE TRADER

official encouragement. Lord Palmerstan in a famous circular to British
diplomatic representatives abroad in
1848 declared that "it has hitherto been
thought by the successive Governments
of Great Britain undesirable that British
Subjects should invest their capital in
loans to foreign Governments instead
of employing it on profitable undertakings at home, and with a view to
discouraging hazardous loans to foreign
governments who may either be unable or unwilling to pay the stipulated
interest thereupon, the British government has hitherto thought it the best
policy to abstain from taking up as
international questions, the complaints
made by British Subjects against foreign
governments which have failed to make
good their engagements in regard to
such pecuniary transactions. For the
British Government has considered that
the losses of imprudent men who have
placed mistaken confidence in the good
faith of foreign governments would
prove a salutary warning to others, and
would prevent any other foreign loans
being raised in Great Britain, except by
governmenets of known good faith and
ascertained solvency." As 1848 was
what the history books have subsequently called the Year of Revolutions the
number of "governments of known
good faith and ascertained solvency"
cannot have been unduly numerous.
Against such a background it is surprising in many ways that the international
capital markets attained the size and
measure of sophistication that they did
in the last century and up to 1914-in
an era when the nation-state and imperialism were at their apogee.
It will be readily noted by the
assiduous student that the distaste on
the part of Sovereign or Government
towards foreign investments and expenditure by the citizen did not apply
to the self same activity being undertaken by themselves. Military subventions or subsidies to friendly di~
posed countries, or those who were
thought likely to be friendly if suitably
financially induced, are as old as history
itself. The Bank of England owes its
origin in 1694 to the needs of King
William III of England to make subsidy payments towards the war in the
Low Countries with France. So there
was nothing particularly untoward in
loans or even grants and subsidies
between one Sovereign or Government
to another. And furthermore nothing
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unusual in the Sovereign or Government to another. And furthermore
nothing unusual in the Sovereign or
Government looking to the banking and
commercial community to raise the
loan. Indeed up to nearly the middle
of the Jast century the British Government issued its new loans through the
privately owned merchant banks who
alone at that time had adequate
"placing power" as we would call it
to-day. I believe that the United
States Treasury operated similarly.
Hence it evolved that the merchant
banks of London started to act as financial agents for foreign Goovernments
and progressively to raise loans for
them.
The placing power of the
London merchant banks was by no
means solely confined to the British
investing public, which at that time
was limited in number, but through
close personal connections with similar
houses in Continental Europe substantial funds were enlisted from there as
well. I would cite two quite amusing
illustrations of this. In 1803 the United
States Government issued bonds to the
French Treasury for $11,250,000 out of
the total purchase price of $15,000,000
for the Louisiana purchase. The
French Treasury wanted to encash the
bonds, which was not altogether surprising. As at that time there were no
French bankers in a position to undertake such an operation, the French
Minister of the Public Treasury turned
to Barings in London and Hope & Co.
in Amsterdam who made an advance
payment immediately, paying over the
balance of the proceeds of the sale of
the bonds when they had been placed
throughout the Continent over a period
of about eight months. The operation
was carried out with the full approval
of all the Governments involved-for
this was Government business, even if
some of the Governments happened to
be at war.
The second illustration was slightly
later in 1815 when Napoleon returned
from Elba, Lord Castlereagh, British
Foreign Secretary, signed treaties
providing subsidies to Russia, Austria,
Prussia, and other States totalling some
· £9,000,000, and to cover this and renewed expenditure of the war the
British Government made an issue of
a nominal amount of £30,000,000- a
considerable figure for those days.
Large block of this loan were placed in
Petersburg, Vienna, Baste, Frankfurt,
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and Hamburg with the consequence
that, of the subsidy of £9,000,000, only
some £1,000,000 had to be remitted in
sterling.
The growth of the international
capital markets through the nineteenth
century and the first decade of this
century, until the chapter was abruptly
brought to an end in 1914, was as a
phenomena quite remarkable; the scale
was prodigious. To give it perspective
in to-day's reckoning, some studies
made a few years ago by Professor
Cairncross are most illuminating and
interesting. He estimated that if in
1951 the United States had devoted a
similar proportion of national income
to foreign investment as Britain was
doing in 1913, the flow woud have been
some 30 times as great as it was or
equivalent in amount to the Marshall
Plan twice a year.
The circumstances of the nineteenth
century with the mass movements of
peoples and other emerging opportunities was unique to itself. The history
of that time and of the domestic and
international capital markets of that
time is a fascinating study but not one
to embark on to-day. Nonetheless
there are some aspects which I believe
do merit note even to-day, even if only
by comparing contrasts we can in some
way profit from past experience.
The nineteenth century was a period
of rapid capital formation . But those
who accumulated capital were very
limited in their choice of investment
media. Industrial units were until
quite late in the century still of a size
where the proprietors. were able, out of
retained profits, subject to relatively low
taxation, to finance their own expanHence there was really no
sion.
market as we know it, beyond some of
the chartered companies in England and
their equivalents elsewhere, in equity
shares or common stocks until the great
railway building era. Fixed interest
investments were the predominant order
of the day, and of course Government
securities were far the most popular
form of investment. But there were
times, particularly early in the century,
when both the British Treasury and the
U nited States Treasury were aggressively reducing the Nation! Debt and thereby reducing available investment media.
In E ngland Pitt established a Commission for the Reduction of the
National Debt which was not entirely
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unsuccessful in its aims. I have had
the privilege of serving as an ex-officio
member of this Commission-! should
add that I never met my fellow Commissioners in this capacity as reduction of the National Debt is scarcely a
contemporary pursuit. Thus the potential investor was constantly looking for
new investment opportunities and as
nature abhors a vacuum there were
those ready to provide it.
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sufficiency of capital at home to
develop economically commensurately
with her main competitors. I have
waded through much of what appears
to be special pleading without any
evidential substantiation to try to make
this case and I am still whoily unconvinced.
On the contrary, the
evidence that exists as shown by the
trade figures that the U.K. has had a
viable Balance of Payments over the
years despite exports having exceeded
imports only twice since 1822 seems
fairly effective proof of the value of
foreign investment, for it has been
largely foreign investment income and
other services which have not only cons istently met the recurrent deficit on
trade account but also all other forms
of foreign expenditure including all that
on Government account.

The borrowers up to say about 1860
were mainly Governments, quasigovernmental agencies as we would call
them to-day, and in the case of the U.S.
the various States of the Union. The
proceeds of the leans were largely employed on what we would call infrastructure finance with heavy accent on
transportation, docks, canals, and public
utilities. Later in the century the railways became the heaviest borrowers.
Loo!dng at those days from the
The essence of the sound international point of view of influencing considerainvestment of that era was that the in- tion of the problems of to-day perhaps
vestment did create the wherewithal, the most important features were the
either directly or indirectly, to generate existence of really free international
increasing foreign exchange earnings markets and as a result the catholic
out of which to service and amortise attitude of the investor as to the
the debt. Such inherent self-amortisa- currency in which his investment was
tion was an essential feature of success- expressed. The currency of all the
ful operations. In the later part of the leading countries seems to have been
era the great pastoral and extractive en- equally acceptable, the £ sterling, U .S.
terprises financed by foreign capital dollars, French francs, Dutch guilders,
inherently contained this element. etc., although the less well known as
There are very few countries in the well as the less reputable borrowers
world where monuml'nts, many still in usually borrowed in one of the recogactive use, do not exist to nineteenth- nised international currencies. As early
century foreign investments. In the as 1760 Dutch investors were estimated
U.S. one might sugg.est as illustration to own something like a seventh of the
from the Eric Canal to the New York entire British National Debt, British
investors at times readily buying French
Telephone Co.
Rentes and so on, with the result, for
There was, it is true, a seamy side in instance, that British overseas investthe international capital markets con- ment in 1914 amounted to nearly $5
sisting of cases of unscrupulous borrow- billion in the U.S. , at least as much in
ing and lending which makes more lurid Central and South America, to say
reading of a character once beloved by nothing of the Dominions, India, the
the tabloids than does the mass of Far East, and Europe--say some £4
legitimate activities. I often wonder billion in all. Obviously investors were
at the motive3 of those latter day eco- motivated to some extent by the higher
nomic historians who in quite short interest rate on foreign bonds over that
treatises devote so much space and yielded by their domestic public debt
seeming research to tedious detail of but the differences in the case of
the proportionately few and dispropor- reputable borrowers were not all that
tionately notorious cases of chicanery. great- generally a margin of I to 2 %
There is a school of economic thinking although occasionally wider. I always
that has convinced itself that the U.K. , regard the fact that this great country
which was far the largest agent in the (the U.S.) grew from what in modern
international capital markets of those parlance would be called a Less
days, although by no means relying ex- Developed Country to what it is to-day;
clusively on British capital, was by the p:tying an average of something like
export of capital deprived of a 6 % on moneys borrowed from abroad
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refutes the modern-day contention that
development finance must be provided
at artificially low rates o.f interest.
I am convinced that the free flow of
capital investment throughout the world
in the nineteenth century, the existence
of a truly free international capital
market, unquestionably enabled mo-re
people in virtually every country in the
world to improve their lot far faster
and to a far greater extent than if they
had had to depend on their own savings
or resources. Governments may have
growled at times but at least they had
the wisdom and perspicacity not to
prohibit, and rarely to interfere, and the
sense of reality not to assume that
Governments themselves were capable
of better judgments in such business
than were those whose reputation and
standing were at stake.
The inter-war years naturally have
influenced subsequent thinking generally
in a negative sense. The complexities
of that era are such that it is not
possible to attempt to do justice to them
to-day. Suffice it to say that nationalistic restriction rather than international liberalism tended to become
the keynote.
I happen. to believe as was written
elsewhere m the 1930's that "the
dynamic economic world of the future
will present innumerable opportunities
for new industrial development in
different countries and so long as the
savings available to finance such
progress are unevenly distributed between co-untries international investment must play an important part in
world economics." I happen to believe
that the future well-being of mankind
in the material economic sense wiU
depend on man's skill in the utilisation
of the world's resources. With the
rapidly increasing wo-rld population and
one would hope, the universally improving standard of living world-wide,
this is going to call for far less wasteful use of resources than we have permitted ourse.lves since the beginning of
the industrial revolution . This in turn
is going to lead, and there are of course
already many indications, of which, if
you like, the petrochemical industry is
one exaniple, to progressively capital
intensive industrial units of increasing
s in!~,":.. In the United States you are
better:. . organised . in your financial
niariCets to meet this challenge than we
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are in Europe. Europe is a rich area
but the European capital markets are
not organised yet to float issues of the
size that A. T. & T. are able to enjoy
in this country. It is true that at
present there is no European equivalent to A. T. & T.; most Americans
visiting Europe and, I can assure you,
many Europeans, after the third wrong
number, wish there were. But if European industry is go-ing to have to
organise itself on this type of scale,
then the capital markets of Europe will
have to be organised to meet such
needs. I do no-t believe that the needs
of the future will be fulfilled if each
country in Europe attempts to rely exclusively on its own capital market. I
doubt if General Motors would have
grown into what it is to-day confined
to the capital markets of, say, the State
of Illinois. Technological progress is
such that the capital markets must
organise themselves to meet the almost
certain needs of industry in the rest of
this century. The start must in my
belief be amongst the leading industrial
nations of the world and for this reason
I am not attempting to-day to touch on
the investment problems of the Less
Developed Countries, the satisfaction
of whose great needs will necessarily
depend in la rge extent on the existence
of a viable financia.l structure amongst
the industrial nations.
The need for wider and more effective European capital markets is I
believe accepted by every banker in
Europe and strenuous efforts are being
made by bankers to meet the need that
they so clearly see. This year has seen
a record level of issues in the Eurocapital market. I advisedly use the
term Euro-capital as opposed to Eurodollar market for the two to my mind
are quite different. The Euro-dollar
market is surely a commercial bankers'
market in externally held U.S. dollars,
and credits based thereon of terms appropriate to commercial banking practices. Euro-capital I would suggest is
that element of capital which by customary usage is foreign to the investor
as being either expressed in a currency
different from his own domestic
currency, or even expressed in his own
currency but employed predominantly
in foreign activity; the dollar label in
this connection being so-lely a unit of
ac.c ount. It has long been traditional
in Englarid and · l think in most Continental European countries that · a
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properly balanced personal investment
portfolio should contain a not insignificant proportion of foreign investments- Euro-capital.
But even the record level attained in
the Euro-capital market this year does
not encourage me to believe that this
will suffice for future needs. Despite
the efforts of bankers everywhere it is
a somewhat artificial market; it is
lacking in the standing, authority, and
responsibility required of a first-class
international market. It lacks a real
market place. A market to command
the respect which is desirable must have
a corporate responsibility for what goes
on in the market. This is clearly
recognised in New York, London , and
the other leading security markets of
the world but more on a national rather
than an international basis. The nebulous character of the Euro-capital
market as presently carried on lacks
this. The need as I see it is not for
some international market as an entity,
for I cannot believe that this is practicable, but that the existing national
markets with their traditional and encouraged to put their services at the
disposal of the investor, domestic and
foreign on equal terms, and equally any
investor should be free to deal in any
such market at home or abroad. It is
the existence of Exchange Control,
voluntary restraint programmes, and
other manifestations of nation-state
thinking as resurrected in pre-nineteenth century terms which are the most
serious impediments to the development
of the capital markets that industry
needs.
That this should be the case, is, I
think, due in major part to the attitude
of mind of those taking part in the
Bretton Woods Conference and the role
as a consequence allocated to the IMF.
It is understandable that against the
background of disillusionment of the
1930's, with competitive depreciations
and protective tariffs, in the middle of
a world war doubtless with recollections
of the aftermath of the previous world
war in mind, priority of thinking should
have been towards establishing a viable
system of international free current
payments. No one I think would wish
to question that this was as it should
have been, and the successful prgress
that the Fund has made in this field had
been of immense service to the world.
The Fund needs all the support it can
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get in its fight against derogations.
But it is, I think nonetheless, a pity
that the IMF was not further charged
with responsibility equally in the field
of free capital movements. It may be
indelicate but it is nonetheless pertinent
to observe that to the degree that the
existence of the Fund has made Governments less reliant on the international capital markets for what used
to be known as Stabilisation Loans, to
the same degree one incentive to Governments to strive to achieve better international capital markets has been
diminished. Furthermore, Governments
in their quest to come up with overall
Balance of Payments statistics tolerable
to the rest of the world are aware that,
unless special dispensation has been obtained, and this ought not to be made
any easier, they will rightly incur the
wrath of the High Priests of Current
Payments, if they interfere in this field.
On the other hand they feel free, and
sometimes even righteous in so doing,
to sacrifice free capital movements on
the altar of Balance of Payments equilibrium. This in my view is tantamount
to consuming the harvest and sterilising
the seed corn.
I fmd it paradoxical that the very
sta tistics which are provided, at no
little expense by the business world, to
Government, which add up to show
what the Private Sector has earned in
Balance of Payments terms, should, particularly in those countries with an
o verall Balance of Payments deficit, be
used as justification for restricting particularly private investment and, by so
doing, consequentially impairing the international capital markets which Governments invoke bankers to improve,
instead of influencing Governments to
reduce their own less fecund expenditure. I was brought up on Alice irr
Wonder/and as the logic of the last
sentence will indicate, if you can work
it out. I also believe in Balance of
Payments orthodoxy but not in a
parody of orthodoxy. It is a travesty
to my mind to attempt to produce the
appearance of orthodoxy if this is only
brought about by deliberately failing
to provide for the future to the extent
that restrictions have this effect. It is
true that in the very short term the
overall Balance of Payments picture
can be given by such means the appearance desired. Similarly, I suppose,
such an appearance could be contrived
by what in peacetime could only be
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regarded as debauchery; that is to say,
by sequestration of privately owned
foreign securities in order to live on the
proceeds of the sale of capital. But
at what a price for the future! And
with what effects on the world financial
system as investors from without would
hasten to withdraw their capital from
such an untrustworthy clime. Luckily
there are common sense limits to what
could be perpetrated in the name of
Balance of Payments orthodoxy which
if exceeded become irresponsible.
Obviously to destroy the international
financial markets in order merely to
produce acceptable statistics would be
utterly inimical to industrial and economic progress and a travesty of the
purport of the statistics. I think that
the time has probably come to explode
that great myth of our age, that all
Government overseas expenditure is
wholly noble, that direct investment is
tolerable (because no one knows how
to control it), and that overseas portfolio investment is mainly ignoble.
Extremes in any direction tend to be
injurious.
As the IMF has not been charged
with surveillance of restrictions on capital movements, if the international
capital markets are to work as they
are likely to be required to do, I
would suggest that some other international body ought to be charged
moore formally with the responsibility
in this field and it seems to me that the
OECD is well equipped to do this.
The OECD has already done some
study in this field and has produced a
Code on Capital Movements, but so
far not sufficient momentum nor public
opinion has been generated to bring it
into effective application by all members nor possibly is it as comprehensive
or mandatory as it might be. Not only
is the composition of the OECD entirely appropriate to this purpose but also
through its Business & Industrial
Advisory Committee it could call on expert advice on market problems from
both bankers and industrialists. If
private international investment is restricted by Governments in pursuit of
political purposes, I much fear that
despite all efforts of the international
banking community insufficient will be
achieved. Not only complete prohibitions on capital movement but equally
separate capital markets; involving
premiums over the official exchange
rate, require serious study for their
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detrimental effect on international
capital markets. Restrictions on the
management of and switching within
currently owned foreign investment
portfolios are both injurious to markets
and bound to inhibit capital appreciation.
There is clearly no cut and dried
solution to the various problems that
arise in connection with the international capital markets, but an attempt
to identify some of them might possibly stimulate further thought by
others better qualified than I to suggest
how the difficulties might be overcome.
It may sound trite but it is nonetheless true that the investor who buys a
fixed interest security, unless it is solely
to meet a future contractual obligation
in his own currency, looks above all
to the maintenance of purchasing power
of the capital invested. In other words,
the funds invested should command at
maturity the same purchasing powers
as they commanded at the time the investment was made. Failure to maintain such conditions in some countries
(not the United States) has I believe
been an imporant contributory factor in
rising long-term interest rates as investors have tended, almost subconsciously, to seek mentally, if not
factually, some degree of what can olmost be described as a sinking fund to
make good the declining purchasing
power of the principal. The higher the
rate of taxation, the greater is this influence. In countries where a substantial volume of total savings is invested by Insurance Companies and
Pension Funds, both on a contractual
basis, the fixed interest capital market
still continues to function perhaps
better even than would otherwise be
expected as this category of investor
has only a future obligation in currency
and not in purchasing power. In
countries where the bulk of savings are
invested by the individual, sometimes
called "household" savings, fixed interest investment media only appeal to
the degree they can be relied upon to
maintain purchasing power and/or can
be amortised out of interest after
personal taxation. This I believe is
a factor in Germany. Equity investment on the other hand, as its very
n ame implies, subject to market movements and the success of the venture,
should theoretically compensate in
price changes in purchasing power.
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But in this case if prices of equities
rise because of decreasing purchastng
power of the currency any Capital
Gains Tax there may be becomes a
Capital Levy.
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universal practice which can be said to
be right. What might be good practice
in one country might not be favoured
in another. The relative importance of
the individual investor as against the
Taking these factors into account institutional investor equally varies
and the widely varying policies in widely. We in one country may indeed
different countries in this connection, have something to Jearn from the
it is not surprising that efforts have practices in another but essentially this
been made to seek a unit of account for problem is I believe best tackled by the
international investment to even out bankers of the country concerned. This
the differences of individual national is in any event a slow and continuing
currencies. It may be that this is the process so that it is encouraging to see
answer but I am dubious. Such arti- such efforts as are being made.
This leads on to my belief that if a
ficial units of account which so far have
been contrived seem to me to be too banker makes an issue of a marketable
complicated for either the borrower or security he has a responsibility to a
the investor to understand sufficiently buyer that there really is a market and
clearly their potential liability or en- that the security can be sold on a
titlement, respectively. If there were genuine market basis should occasion
a recognised market place, then presum- arise. If the security is quoted on one
ably issues would be in the currency of of the principal stock exchanges, or in
that market. As there is not, I suppose the U.S. dealt in the over-the-counter
logic would point to securities being market, this clearly takes care of the
denominated in the currency of the need, but the abi.lity to deal in secondcountry where the investment is taking ary markets does vary considerably in
place, marketability and convenient to dicerent countries. I need hardly say
their being expressed in the currency that these remarks do not apply to
of the country where the bulk of the what you call private placements with
funds are being subscribed, current professional investors.
fashion to the continuance of the usc
Then, lastly, taxation treatment and
of the U.S. dollar as unit of account. oxchange control can make any efforts
Certainly current procedure has much of bankers to build up an international
to be said for it on grounds of fam- capital market completely fruitless.
iliarity. It should be remembered Both subjects are so complex that really
though that what I call the contractual one can only say that unless Governinvestor, the life funds and pension ments do try to integrate their policies
funds, etc., with contractual liabilities the future will be seriously impeded.
in their own currency are likely to
And so we return to where we came
limit their investment in any foreign
currency to pretty modest amounts. As in. Do Governments approve of international
investment? I have tried at
far as equity issues are concerned there
is no easy answer, but if a fixed interest the outset this afternoon briefly to exissue were large enough this could plain the historical nation·- state attipresumably be made in tranches in tude. Although the world has moved
different currencies or with currency forward substantially in international
options. There would certainly be cooperation particularly since the last
nothing new in this, but it certainly is World War, governmental thinking on
not an ideal solution for it is not the international investment has lagged
prime responsibility of a borrower, behind that of the business and finanparticularly an industrial borrower, to cial communities. Tndced it strikes me
assume an exchange risk on their as somewhat ironical that in those
capital. There is clearly a dilemma countries where there is greatest propensity towards foreign investment
which cannot easily be resolved.
Government attitude varies from unThe building up of placing power enthusiastic to hostile, whilst in those
and the more efficient distribution of countries where there is less propensity
securities is probably the most impor- to foreign investment Government attitant task facing the banking community. tude tends to be passive when not obBut the customs, habits, attitude of structive. It is pcrhans more than
mind, even psychology of the investor ironical, even sad, that those who from
varies enormously as between one their experience and expertise could
country and another and there is no particularly contribute to creating the
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international capital markets, that anyone with a view to· the future can see
to be necessary, should be deprived of
the oppo·rtunity of making their contributiOn. It takes years for the degree
of trust and intimacy necessary for the
smooth functioning of international
markets to be built up-the effort of
years can be destroyed overnight by
some arbitrary edict causing some intermediary to default on some undertaking
given in completely good faith. It
would be well if Governments bent on
continuing encroachment into business
would more readily recognise this. It
is far easier to destroy than to create.
In our context to-day, the Investment
Dollar Premium, as it is known in
England, severely limits the contribution that the U.K. money markets can
make to achieving what is needed. I
am aware too of your problems and
the limitations placed on your capab ilities. I only hope that those responsible for depriving the world of the
development of intc.rnational capital
markets real ise what they are doing and
that in due course will be able to show
fruits comparable in quality and quantity with that which has ripened in the
past in the fields of free enterprise.
The current justification for restricting new foreign investment is generally
given as the requirement of the Balance
of Payments which of course is a facile
over-simplification, when given tout
court like that. In the case of the
U.S. and the U.K. it has been the immense and rapidly increasing burden of
overseas government expenditure which
has pre-empted fore·ign exchange earnings which otherwise would be ava.ilable for re-investment abroad that has
created the Balance of Payments
stringency. T!le U.S. is currently engaged in waging a war and successful
outcome of war over-rides all other
consideration of financial requirement
so that my remarks in no way a pply to
expenditure to this end. Leaving this
on one s ide, as it is possible to do, for
there are so many other elements involved and it is to these others I refer,
both the U.S. and U.K. Governments
are faced with the choice of preempting the nation's foreign exchange
earnings by Government expenditure
overseas or limiting this and permitting their citizens freer use to further
their by no means disingenuous talents.
The collective wisdom of Government
or the successes and misjudgments of
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the individual are the options. I don't
wish to get too deeply involved in
political philosophy and would merely
observe that the free world market in
wheat has of recent years in no way
suffered from the disastrous failure of
collective governmental judgement elsewhere. I can without undue difficulty
recall other equally dismal investment
decisions taken by collective government wisdom. I do not suggest for a
moment that there are not many mistaken judgments, many unwise and unprofitable investments made in private
as opposed to governmental fields, but
history as I read it points to the average
of private venture being substantially
on the credit side. To quantify the
Balance of Payments issue in the terms
most familiar to me, U.K. Government
overseas expenditure as recently as 1957
amounted to £190 million, in 1965 it
amounted to over £650 million. During
this same period the amount of new
U.K. private overseas investment fluctuated between £300 and £400 million
per annum; but even after making this
investment the private sector still
managed to show a substantial overall
surplus in each year, except in 1964
when quite exceptional circumstances
preva iled.
Statistical rectitude is not the sole
source of distaste towards private
foreign investment.
Some Governments seem to fear that tax evasion
might be encouraged. This scarcely
would seem justification for impeding
the in vestment that the world needs.
Similarly the fear of "hot" money
movements is on occasion cited by the
dirigistes as cause for restricting movement of private capital. It is true that
history both ancient and modern has
shown that fear is the most potent
motivation behind sudden mass movements of capital and it behoves all
Governments both to realise this and
to dev ise their policies accordingly, for
Exchange Controls in peacetime provide
but an illusion of defence whilst
causing the maximum disruption of
legitimate business. Of course their
very existence discourages investors who
for one reason or another hold foreign
investments from repatriating them for
fear that they will not be permitted to
reinvest abroad, thus depriving investors from the exercise of judgment
and markets of their proper function .
None of these arguments· strikes me
as plausible cause for the degree of dis-
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taste towards private foreign investment
which is found in many Governments
and amongst some of their advisors.
It has to be admitted that those who
are against freedom are indefatigable in
producing new reasons why freedom
should be denied. I have heard it
suggested that the recent disappointing
growth in the U.K. economy over
recent years is attributable to private
overseas investment. I always attribute
this thesis to being some curiously
Anglicised Hungarian goulash. The ingredients are questionable in the extreme and, although the seasoning may
appear plausible to the naive, it would
be likely to lead any who swallow the
mixture to frequent recourse to the
Consultation Rooms of the IMF.

SIGNIFICANT
FEATURES
OF THE ROME TREATY
A memorandum on the proposal that Britain should enter
the Common Market has been
prepared by Mr. T. ChapmanMortimer, a member of the
Free Trade League. Mr. Chapman-Mortimer is a Barrister at
Law and was formerly Chairman of the Finance Committee
of the European Group in the
Indian Legislative Assembly.
Here is an extract from his
memorandum:As the Common Market Information service has clearly
stated in its handouts and as
others have emphasised on
many occasions, the Treaty of
Rome is essentially a political
treaty, having as the aim of its
sponsors a federal United States
of Europe. The fact that
Fram:e has declined to move
further towards that goal does
not alter the meaning of the
Treaty, or alter for example
article 4 and Articles 137-193.
These Articles set up the Assembly, a Council, and Executive
Commission and a Court of
Justice, and define their composition and powers.
The political character of the
European Economic Common-

National dishes are best prepared and
consumed in their natural environment.
Gentlemen, I have taken much of
your time. If I have managed to avoid
boring you excessively, I will be weJI
pleased. If I have in any way stimulated your interest in the direction of
what I am convinced needs to be
done, even better. Professor Parkinson
has promulgated a new law that ''Delay
is the deadliest form of Denial." In
his words it is not so much the
"Abominable No-man" that is the
enemy of progress es the "Prohibitive
Pro-crastinator." There has certainly
been too much evidence of the latter's
influence in the creation of an international capital market fit to meet the
needs of the remainder of this century.

ity is in fact evident in every
chapter of the Treaty and in
the protocols and in the Declaration annexed to it.
One of the most significant
of these is the Declaration dealing with Berlin. By this Declaration every signatory is
bound in all circumstances to
uphold the present position of
Land Berlin, and Lord Gladwyn reminds us that the reunification of Germany is a main
objective of the Treaty of
Rome.
Not unnaturally the
Treaty has met with unbending
hostility from Russia and the
other States of Eastern Europe.
For the same reason the United
Kingdom's adherance to the
Treaty would add further difficulties in the way of any final
German Peace settlement.
No Jess significant both in
the political and in an economic sense is another binding
provision: namely that which
gives a specially privileged
financial and commercial position to the Federal German
Republic in relation to trade
with
Central and Eastern
Europe; for the Federal Republic's eastern frontier is not subject to the common external
tariff against countries outside
the six.
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Let the
consumer
have the cheap
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past, be in great demand for the
producers and traders of all nations.
In this way we can hope to recover
almost at once a goodly slice of
those 'invisible' exports upon which
we have founded much of our
comfort in the past."

That statement should be read
in conjunction with the recent
appeal by Lancashire textile manufacturers for protection against
imports of Portugues_e textiles. So
great has been the pressure on
Government for action against
1942 during the War the late Portugal that we have had the
Sir Ernest Benn, founder of the spectacle of our President of the
Society of Individualists now Board of Trade Mr. Douglas Jay
known as the Society for Individ- "leaving the Portuguese in no doubt
ual Freedom, wrote a pamphlet that a measure of restraint in senddealing with post-war problems en- ing cheap imports to this country
titled "Hard Times Ahead."
was required."
In it he said "We must think in
In this situation we have another
tenns of the whole of our forty-six
millions and decline to consider example of our government's
the detailed difficulties of sections attempt to pander to a section of
or factions.'' He urged a return to industry at the same time penalisa policy of Free Trade and said "I ing the taxpayer and the home conshould be glad enough if other sumer. There is no advantage in our
countries followed our example; it government keeping out cheap
would be for their good to do so, ,goods especially at a time when the
but in recommending that we •Jrices of many things are rising and
should alone, by ourselves, of our ·h~ purchasing power of our own
own unaided volition, immediately money is declining. If the Portresume our old Free Trade uguese cannot sell to us they will
position, I am altogether uncon- not be able to ll}eet any obligations
cerned with what anybody else may to us and to buy from us. It is
do. People who can feed them- time it were also recognised more
selves can afford the folly of Pro- widely that no industry is entitled
tection: that, however is not our to subsidisation from the rest of the
position. One thing is certain: the community for the taxation that is
opening of our ports to the products required to meet the subsidy can
of all nations will attract to us a only be raised from profitable inlarge and immediate entrepot trade, dustry and the effect of it is to so
for the foreigner will hope that we burden profitable industry as to
have retained something of our in- make it unprofitable. In effect
dividualistic qualities as a nation less employment is to be provided
of shopkeepers. In a world almost in sound industry to help maindevoid of credit and confidence, the tain employment in industry that
British merchant will, as in the cannot look after itself.

Portuguese

Textiles

JN
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Youth at the
Cobden Club Centenary Dinner
QN February 3rd, 1967, there was
held at the Charing Cross Hotel
the centenary dinner of the Cobden
Club.
The Club was formed in 1966 a
year after the death of Richard
Cobden. The minutes of the first
meetings which were brought by
Mr. Oliver Smedley, M.C., the
Chairman of the Free Trade
League, to the dinner showed that
they were held at the Reform Club
and that it was members of the
Reform Club who were primarily
the promoters of the Cobden Club.
It was hoped that this centenary
dinner could have been held at the
Reform Club but there was insufficient accommodation at the
Club for the occasion. Accordingly, it was decided to hold the dinner
at the Charing Cross Hotel which
itself was built one year before the
formation of the Cobden Club.
The Regency Room at the hotel
was full to capacity. Those
present included thirty young men
from the leading public schools
including Eton, Harrow, Oundle,
Stowe, Highgate, St. Paul's University College, the City of London
School, Eltham College and others
who heard something of the case
for Free Trade in current circumstances and asked a large number
of interesting questions from a
panel headed by Mr. Lyndon
Jones, the Principal of the South
West London College. Also present
was Mr. Oliver Williams who had
flown especially from New York
for the occasion.

Mr. Oliver Smedley presided and
in the course of his address he
criticised the proposals to enter the
Common Market and urged that
the only course was to return to
Free Trade. He said "Most intuitive Englishmen know by now
that we shall never join the
Common Market as it now exists.
Presumably, it is politically important to sustain some sort of
superficial dialogue while the
organic national process of coming
to terms with the alternative takes
place in the hearts and minds of
the people. What we have to do
is to go it alone once more with the
help and support of all other people
everywhere who prefer individual
freedom to tyranny, whether by industrial monopolists or by dictators. Would that Richard Cobden
were alive today to spotlight the
weaknesses in the monopolist's case
and to organise the opposition on
a national scale! We shall have to
do the best we can without him.
"Strangely enough the circumstances are fundamentally the same
as in his day.
"He had to attack the Corn laws
which made food dear. We have to
attack the agricultural policies of
the E.E.C. which could make food
dear for us if we joined the Community. He had tc attack the tariffs
which made fortunes for the few at
the expense of the many. We have
to preserve the right to attack our
own crippling tariffs before we get
sucked into the Common Market
with its high external tariff wall
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which we should be powerless to
reduce.
Miserable though the
performance of our pound sterling
has been under successive spendthrift <>overnments since the end of
the w:r. nevertheless it can still be
saved by determination and i_ntelligence, and under free trade Its
purchasing power restored. The
Bank Charter Act of 1844 could
serve as a model and General de
Gaulle as our tutor in the elementary theory of money. For the
British people of today to throw
up the sponge at this stage in their
history and to confess so soon after
the Battle of Britain, that they
were no longer able through democratic processes of preserving their
own sovereignty and political independence or even to doubt their
ability to modify the apparent but
in fact artificial power of the trade
unions, would be as much a gross
betrayal of the patrimony of future
generations and an insult to the
memory of Richard Cobden."
Mr. Smedley then introduced Mr.
S. W. Alexander, the President of
the Cobden Club
Mr. Alexander gave an account
of the progress and works of
Richard Cobden. He said that
"Cobden was a product of the
English countryside coming from a
line of small farmers. He came to
London to work in a textile warehouse and travelled in calicos and
muslins. He started up in business
on his own with around two
hundred pounds of capital and
achieved in a very short time by
his character and quality high
creditability amongst the Lancashire textile manufacturers. They
entrusted him with vast stocks of
goods on credit. He subsequently
went into business in Manchester
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and travelled widely in Europe and
America. He rapidly recognised
the evils of the Corn Laws which
were putting up the price of food
against the poorest people.
"It was in 1838 that he and his
friends formed the Anti-corn Law
League. Within a month they
secured funds aggregating £6,000.
A situation then arose-a critical
moment in the history of all
successful movements when a section arises within the movement
which refuses from that day forward to postpone or to compromise. Some merely wanted
modification of the Corn Laws.
Cobden, Bright and others insisted
that there could be no compromise.
From that hour the movement
grew in a big way and, as we all
know by 1845 Cobden and Bright
convinced Sir Robert Peel, the then
Tory Prime Minister of the urgency
of the Free Trade policy. With
the increasing prosperity of the
country resulting from Free Trade
the lot of the poorest people continued to improve.
"Cobden died at the age of 66 in
1865 of asthma and is buried in the
country churchyard at Lavi'ngton in
Sussex. The height of Cobden's
policy was reached in 1906 and in
1904 on the hundredth anniversary
of his birth there was held at
Alexandra Palace in London a
huge demonstration. There were a
thousand stewards alone. Other
demonstrations were held in fortyseven cities and towns in our own
country and in Antwerp, Bordeaux,
Florence, Melbourne, Paris, Turin,
Boston and fifteen other cities in
the United States.
"These were unprecedented
demonstrations of regard for a man
who was hailed as a great British
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patriot and world statesman. but they were subsequently re-imMoving the resolution at the Alex- posed and from there on stage by
andra Palace demonstration was stage the protectionist policy with
Winston Churchm. It proclaimed all the rigidities that it brought conthat 'this meeting declares its en- tributed to the miseries around the
thusiastic adherence to the prin- world which brought the second
ciples of Free Trade, Peace, Re- world war.
trenchment and Reform for which
"One important feature of the
Cobden laboured, and its belief protectionist policy that is overthat only through the fulfer appli- looked is the fact that free trade
cation of those principles can the with free imports imposed a
industry and commerce of our natural discipline which . ran
country be firmly established and through the whole national life.
the well-being of the people With competition from abroad the
secured.'
British producer had to insist on
"For his persistent activity in good work and on good behaviour.
favour of Free Trade Churchill was Fathers of families insisted too that
severely criticised by the Tory pro- their children were well brought up
tectionists. They had told him for otherwise they would have
shortly before the demonstration difficulty in securing a livelihood.
"This centenary dinner of the
that he ought to join the Liberal
Party. And it was on this occasion Cobden Club could not have been
that he disclosed that he was held at a more opportune time, for
it was only yesterday that we saw
seriously considering doing so.
in the press Mr. Edward Heath's
"In 1906 came the election which recommendations for the farming
resulted in a tremendous Liberal industry. He said that the Governtriumph on the Free Trade issue. ment should put into effect imBy the time the 1914 war came the mediately a policy of import
country was saving and investing control and that a start should be
as a result of successful trading made by putting a duty or levy on
from £150 million to £200 million imported wheat, barley and maize
a year equivalent in modern money to increase the market price by £2
to an amount of around £1,200 a ton this year, next year and the
million a year. Our re-exports in year after. Such a policy would
1913 totalled £109 million equal to be in effect a return to the Corn
probably £540 million. Today they Laws which Cobden n.nd his friends
total around £190 million a year. spent th:::ir lifetim:) in abolishing.
The only element in our economy
The issue before our people is
today that is contributing greatly
to our income are our overseas in- again going to be the price of food
and it will be made the more
vestments.
serious by reason of the fact that
"'fhe first breach in the Free Japan and other nations by their
Trade bastion took place in 1915 energy and wisdom in trading are
when duties were imposed on im- securing an increasing command
ports ostensibly for the purpose of over the world's food supplies. Tosaving shipping space during the day in Japan the snob things are
war. For a short time after the to play golf and to eat beef. Those
war those duties were abandoned countries will in greater measure
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than ever compete for the world
surpluses which were once available
to the people of our country.
Thus the need of our people today
is not to think in terms of the distribution of the wealth accumulated
by our ancestors, but to pursue
policies which will once again
result in the accumulation of new
wealth.
"That process is not encouraged
by current government policies,
well intentioned though they may
be. Neither will it be helped by
creating fears amongst those thrifty
sections of the community who invest their money around the world.
In that connection Mr. Wilson's
suggestion in Strasbourg last week
that the Government regarded the
overseas invetments holdings of institutions and private investors as
property available at the disposal
of government, created a very bad
impression upon some of those
attending the meeting. If instead
he had proclaimed the determination of the Government not to take
over those investments he would
have created more confidence
regarding the future of our country
amongst Europeans and there
would be more confidence in saving
and investing in our own country.
"The National Farmers' Union,
the most vociferous pressure group
in the country claims that British
farmers are saving the country
large amounts of foreign exchange.
That is misleading. All production by farmers in this country,
especially the growing of sugar
beet, which has to be directly or indirectly subsidized, represents not
a saving of foreign exchange and
a support for sterling but the very
reverse. A strong case could be
made out showing that apart from
animal husbandry and perishables,
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much of British farming today is
a burden on the nation. Land and
capital are being wrongly used on
a grand scale.
In the course of the function Mr.
S. W. Alexander after a short
address by Mr. Smedley was
presented by Mrs. Newton Jones
with the Cobden Club silver medal
minted in 1904 for the Cobden
centenary celebration.
IMPERTINENT INTERFERENCE
The British Electrical and Allied
Manufacturers' Association recently
stated that because some imports
jumped by £40 million to a record of
£200 million it will analyse imports and
isolate them into categories, advising
Government which are necessary to the
industry and which should be kept out.
Thus we are doubtless to see just one
more interference with the desires of
buyers in this country regardless of the
eventual reaction on other exports.
The activities of this trade association
represent a burden on the community
and thus is of no value ultimately even
to its own members.
DISTRIBUTE THE POWER
Mr. Jeremy Thorpe the new Liberal
Leader recently complained that a
sinister inequality of power was arising.
He is right but Free Traders have
always complained that protectionist
policies would lead on to concentration
of economic power and that would lead
on to concentration of political power.
Tho Free Trade policy is the economic
policy that distributes power and is
therefore the policy on which Liberals
should concentrate.
HAZARD OF CLIMATE
Home-grown fresh fruit accounted
for only 30 per cent. of Britain's
supplies in 1966 and was the lowest
since 1961. Total consumption rose by
3 pe r cent. to
I ,900,000 tons.
Fortunately other world climates
provided us with more oranges, grapefruit, apples, pears and strawberries.
Despite the hazards of relying on our
own climates some apple growers
wanted to limit imports so as to keep
up prices.
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Adventures in Investment
By S. W. Alexander
amount of paper money of all kinds
in circulation should be limited and
taxation reduced. Exchange control should be abandoned and the
country should return to a policy
of buying from the cheapest market
so that once again a reservoir of
new savings can be accumulated
out of profitable trading. If that
were done the London stock exchange could become an internat~onal market again serving a
national purpose. As things are
now the importance of London
must decline but given leadership
by men of broad vision it could
substantially recover.
If one looks back to the public
Since my last report on the incapital issues of 1910 one will find
that London then was a truly inter- vestment of my £10,000 I have
national financial market. Almost purchased 500 £ 1 shares in the
~ll the . money raising by capital Australian Agricultural Company
Issues m those days related to at 28/3d. a share costing £722-15-7
borrowings for developments over- and 1,000 6 per cent. Preference
shares in Steel Brothers the Eastern
seas.
merchants costing 12/9d. each and
The money for companies man- a total sum of £652-13-6.
ufacturing in Sheffield, Birmingham
Australian Agricultural Comand other industrial centres was
almost always found locally. The pany has been suffering from the
earning capacity of the London drought and feels the effect of the
market was large and though from withdrawal of Overseas Trade
time to time there were failures the Corporation status but the dividend
investing of money overseas was of is maintained at 9 per cent. Pasgreat value not only for its own toral conditions are now reported
profitability but for the benefits it as satisfactory but payment of the
brought to British manufacturers dividend may for a time prevent
as the suppliers of exports and also further retentions of funds in the
to British shipping, insuring, bank- business. The management ho·wever is excellent. Steel Brothers 6
ing and financing.
per cent. preference shares total
In order to make London an in- £800,000 and rank in · front of
ternational market again a number £2,000,000 of other classes of
of things are required. First, capital. This past year the comgovernment
expenditure,
the pany has been affected by the deRECENTLY the Chairman of the
London Stock Exchange, Mr.
~artin Wilkinson has pronounced
m favour of women becoming
members of the Stock Exchange.
That issue is unimportant. Indeed
it is rather surprising that Mr.
Wilkinson and his colleagues cannot see that there are far more important questions that they should
be dealing with vigorously and persistently. One issue relates to the
future of the London Stock Exchange as an earner of foreign exchange and as an international
market.
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valuation of the rupee, the ship- per cent. Bonds repayable in March
ping strike and the Selective Em- next year costing £1,954-11-0. Thus
ployment tax but the position is I have now £2,000 4 per cent. Exone of great strength.
che:quer Bonds 1968, 1,000 TanContrary to my expressed in- ganyika Concessions 8 per cent.
tention of holding my £2,000 of 5 16/- preference shares, 500 Conper cent. Exchequer Bonds due for solidated Goldfields 6 per cent.
repayment in November I have Preference, 1,000 Santa Rosa Millfound it more profitable to sell ing 10/- shares, 500 Australian
them for a sum of £1,998-8-0 to Agricultural £1 Ordinary shares
give a profit which is free of capital and 1,000 Steel Brothers 6 per cent.
gains amounting to £27-3-8. I in- Preference. I have net income and
vested the greater part of the capital gain of £66-16-9 and
proceeds in £2,000 of Exchequer 4 £5,200-19-11 on deposit.
FREE-FOR-ALL.
"The Daily Mail" told its
readers recently "Something else
is happening which is more important than by-election results
or party reorganisation.
The Conservatives are beginning to find their rallying cry.
They are producing an attitude
to Britain's current situation
which is simple, consistent and
attractive.
"How much should the State
be allowed to interfere and
control the economy and the
private lives of individuals?
How much forward planning
should there be and how much
compulsion? How can rewards
for enterprise and incentives for
risk taking be brought back into our increasingly over-taxed
and egalitarian society?
"How can this be done without returning to the old, unplanned economic free-for-all
which the Conservative Party
itself turned away from over a
decade ago? Mr. Heath and
his colleagues show signs of
finding
answers
to
these
questions. The electorate will
be ·e ager to hear them."
"The Daily Mail" is correct.
Something else is happening.
The conservative protectionists
who by that policy opened the
door for socialism have got to
the end of the road. They have
at last real~d that the ultimate

result of protectionism for an
island nation is the socialist
totalitarian state. For a people
dependent for half their food
supplies from the outside world
that would mean something near
starvation for many people with
a serious danger of the collapse
of law and order. "The Mail"
suggests that the unplanned
"free-for-all" economy was a
chaotic economy. It was not. It
is the government centrally
planned economy that brings
chaos, for planning by officials
deprives individuals of the right
and responsibility of doing their
own planning. It is the individually planned economy that
produces fair rewards for
quality and effort and penalties
against shoddiness and failure.
There is everything that is good
in a "free-for-all" society. In
the planned economy that we
now have and which is the
child of protectionism there are
opportunities for the accumulation of huge fortunes without
risk taking or merit. The most
powerful sections of capital and
labour
are
given
special
privileges and the unorganised
are deprived of opportunities
which in a "free-for-all" society
would rightly be theirs.
What "The Daily Mail"
should be doing is proclaiming
with its loudest voice that it is
in favour of a "free-for-all"
society.
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Wind
up
the
Egg
Marketing
Board
MR. Reginald Cox of Old
Bosham, Near Chichester,
wrote on April 1 to "The Financial
Times":-

ment were the most vigorous campaigners against the creation of the
Egg Marketing Board.

ln recent times Mr. C. J.
Harrisson,
Chairman of the Board
"The Egg Marketing scheme was
has complained bitterly about the
ill-conceived in 1957, while its increasing volume of cheap egg
working was undertaken by the imports. "The situation" he said
British Egg Marketing Board with "is nonsensical and makes one
wonder if we have a balance of payappalling misjudgment. The scheme ments crisis or not."
is not and never was, a means towards more efficient egg production
His assumption is that keeping
and marketing but a means of out cheap eggs would help our
keeping the British Egg Marketing balance of payments. It would
Board in existence with the Board's not. If we buy foreign eggs we
thereby provide the sellers of those
continued and completely non- eggs with the wherewithall to buy
productive growth and allied cost. other British goods. It is the subThe cost of the Egg Marketing sidisation of uneconomic British
scheme, largely paid for by tax farm prod uction to the tune of
hundreds of millions of pounds
payers has underwritten inefficiency which is the continuing threat to
and for some egg producers has the value of the pound. lt is obprovided the deepest of deep structions preventing people in
other countries from freely offering
featherbeds."
their goods for sale to our people
that causes international tensions.
Mr. Cox is completely right. Mr. Harrisson should retire and
Members of the Free Trade move- wind up the Egg Marketing Board.
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how you can help

The Free Trade League stands forI.

Reduced government expenditure both at home and overseas.

2.

A true balancing of the national budget with provision for
meeting all outstanding obligations.

3.

Reduced taxation.

4. Less government and more individual responsibility.
5. The abandonment of all Exchange controls.
6. Complete freedom to buy from the cheapest market regardless
of the policies of other nations and freedom to invest abroad.
You can help by becoming a member of the Free Trade League with an
annual subscription of One guinea which for immediate subscribers also
includes this year's subscription to " The Free Trader." You can also
give a donation to our funds. Kindly send your subscription or donation
with your name and address as follows to the Hon. Secretary, 177,
Vauxhall Bridge Road, London, S.W.l.

Name .. ... .... .. .. ..... . .. ... ..... ..... . ........ ...... ... .. .. .... .. ... ... .. .. .. ... .. ... ... . .
Address .. .. ................ ... ...... ... .. .. ... .. .. . .... ... . .. .. .. .. ... ...... .... . .. .... .. . .
Subscription One Guinea.
Donation

Some of our friends are now callin~ us th ~ Unilateralists-because
we stand for unilateral Free Trade- regardless of what other nations do.
It is our unilateralism which is now making our campaign the most
rapidly growing idea in th~ \>vhole country. Join with us to make us the
greatest movement since over a century ago Richard Cobden, John
Bright and Sir Rob3rt Peel brought about the end of the Corn Laws
which were starving the p~ple. We have the only policy that can stop
the rising cost of living.
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wH.JONES &co. (LONDON) LTD.
I

Tower House, London, N.20
Cables:

PROCTORAL, LONDON.

BUYERS,

I

Telephone :

CONFIRMERS

and

Hillside 5006-7-8

SHIPPERS

'

Auslralia,
New Zealand,
Soui/1 Afi ic.:J,
Rhodesia,
Easl Africa, Wes/ Indies, Ceylon, Elhiopia, CFprus,
Wesl A/rica, Malaya, and other markels

INVITATION TO IMPORTERS- Whether you import
from Brita in and elsewhere on a large or small scale we
believe our services as your buyers and shippers woulu
benefit you. Why not ask us (without obligation) for
details?
MESSAGE TO MANUFACTURERS- We invite you to
send us details of the goods you make so that we can
bring them to the attention of our clients abroad. This
service helps both you and our clients. We confirm,
ship and pay for orders which result.
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