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Letter to Nleaders

During the holiday period we miss an issue which eases
tho strain caused by the absence of correspoadents and
technical workers,

So many leters and documents have been issued in conneect—
ion with the Sino/Sovist dispute that we could not covar
aven a small proportion of them, We have, thersefore con-
emtrated upon those aspects which have recoived little
@varage in the national press ond which are of special
intarest to left-wing socialists, However, for anyone
wanting the actual texts, these can be obtained free of
charge by writing to the Russian and Chinese Tmbassies.
Their sddresses are: Soviet News, 3, Rosary Gardens,
London S.W. 7+, and Pross Department, Chinase Charge
d'Affrires, 49, Portland Place, London W.l.. In addition
for thossa who would like the Chinese documents in a handy
pamphlet form, we have all those advertised by New Era
Publishing Group.

Published by: Intarnational Bookshop, Produced

4, Dane Stroct, by
Alfred St. Contral, voluntary
Nottingham,. labour

Subscription Rates: 12/6 for six months (24 issuaa;

25/~ for one yoor (48 issues
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THE TEST BAN TREATY: Anything which halts the testing of muclear weapons,

even for a short period, must be considered a positive
steps DBEvery explosion adds to the denger to mankind's genetic capital and
helps bring sbout little understood changes in the whole physical make-up
of earth, The partial test ban, too, will have the effect of inhibiting
the spread of the weapons and, furthermore, any country which resumes test—
ing will face the consequences of mass revulsion from peoples of a1l lands,
But is this the whole question? Can we now sigh with relief and be confident
that the process of digsrmament is under way? Cen we celebrate a great
victory for the forces against war?

On the contrary, we would be profoundly mistsken if we did not: (1)
see the very negative aspects of the test ban sgreement; and (2) combat
illusions that the whole struggle against nuclear weapons can now be
loft to the politicians who have suddenly become !'reasonable!,

The negative features of the test ban agreoment include (1) the fail-
ure to ban underground tests, which,whilst they do not directly poison the
atmosphere, are part and parcel of the preparations for nuclear warj (2)
that the terms of the agreement represent a partial retreat by the Soviet
Union in the fight to completely ban nuclear weaponss and (3) that likewise
it represents a partial retreat by the Soviet Union in the fight against
mclear bases, The overall picture is that of the Mlegalisation' of the
possession of nuclear weapons by the two great miclear powers, combined with
an attempt to prevent any other power acquiring these woapons.

The test ban agreoment has beon signed at a time when both the major
nuc lear powers have just about reached the limits of what they could learn
by carrying out further tests, and when both sides heve probably got enough
H, Bombs stocked away to wipe sach other out. The military problems have
thus bocome those of del ivery and,in particular,bases, and the perfection
of tactical weaponz (which can be tested underground), Thus having btuilt
up the means of absolute destruction and having no need for further tests
it is no great military !'sacrifice! 1o siop further tests.

Fuithermore, the experience of overy disarmament agreement signed by
the big powers in this century shows that if the military aituation changes
and there are advantanges in further testas, the agreement will almost certa-
inly be broken. As socialists we know that the dangsr of war comes not
from 'misunderstandings' or '"suspicions' tut beceuse American imperialism
is attempting to hold back the world—wide movement for national liberation
and social change (and if possible reverse it)s This is the driving force
behind nuelear arms roce - we alse know, unfortunately, that the Soviet
leaders are far more inclined to rely upon the brandishing of nuclear weapons
than upon the anti imperialist strugzzle.

But the real dangsr in the present situation is that of complacency
and relaxation by those in the forefront of the andti=puclear woapons movement
The present pelicy of the pro-Khrushchovite Communists could do much to emns-
culate the fight against nuclear weapons, To sing songs of praise to
Kennedy for his 'sincere desire for peace', to represent the test ban trealy
as an ungualified victory can only diserm and confuse the anti-nuclear weap—
ons movement., However, the British movement in particular has a tradition
of direct action in their campaign and have always shown a healthy cynicism
of Parliament and 'leaders,!

The anti-miclear weapons movement should see the test ban treaty as
giving a breathing space which can be used to intensify the struggle for -
the complete banning and destruction of all muclear weapons. Spe cifically
in Britain this means toking the unilateralist fight (which is in some ways
redundant owing to Britain having no adeguate means to deliver its !indepern—
dent deterrent) forward to a renowed struggle against all nuclear bases.

To commit the coming Laobour Government to the dismantling of the bases
should be the strategic aim of the left wing of the Labour Party.




HARLAND & TWOLFPF ETHIKEL 1 ﬁ 65 by A London E.T.U. correspondont
"""" On Tuesday, 2nd July, T7U membors employed by Harland and Wolff at -
No9 site King George V Dock, Silvertown, B, 16 took strike action for the
reinstatement of their shop stoward who had been dismissod,

This membor was sacked for 'insubordination! following a dispute with
the foraman regarding the operation of an overtime rota.

This dismisspl took place six days aftor the managoment had been
infomed by the Area Office of a claim for 'parity of pay! with othor ETU
members doing similar work in tho Royal Docks Group.

This action comeos at a time when all over the country tho employers
have launched attack after attack upon stewards, rates of pay, conditions
and union organisation. The ETU mombors have teken a stand against this
trend and they have appealed to z2ll othor ETU members, and othor trade
unionists, Labour Parties and other workers' organisations to support
this dispute morally and financially, for a speedy and successful outcoma.

They have appealed espocially to all ETU branches and shop committeeos
for financial support, and are asking their Exocutive Council to make the
dispute cfficial,

Speakors are available on request. The strike committee's address
to which all correspondence and monies should be sent is; Bro, W, Harvey,
61, Ellorman St.,, Poplar, London E, 14,

SHIFFIELD LABOUR PARTY RESOLUTION PUTS SGUXINLIST SOLUTION TO HOUSING PROBLEM

Hesolution number 18 in the resclutions submitted to this years Labour
Party conferonce from Sheffield, Hillsborough C.L.P. readss

"Thie conference rojects the Conservative Govermment!s housing polioy
and programme which totally fails to face up to the realities of the housing
problem in Britain. Private enterprise, building houses for profit, will
never provide homes adequate to moet the social nosds of the people of
Britain,

"Conference declares that a Labour Govermment rmst provide homes for
the peocple as a social service, complementary with education and health
services, This con only be done by entirely eliminating the profit motive
in house building, A national Ministry of Housingz must be established,
responsible for a crash programme to build at least 425,000 houses per
Yoar, financed by the national BExchequer in the same way as a battleship
or miclear missile, and not through interest=boaring loans., Tho cost of
house building must be controlled and reduced through central and bulk pur-
chase of materials, Land for housing development must be made available
at a price based on its present use and steps tekon to prevent further
inflation in land wvalues for housing development, The present Rent Acts -
mist be ropealed and new controls enforeced.

"Rent of publicly—owned houses should be basod on a percentage of the
tenant!s income and not on the cost of the house, - The house should be
allocated on social need =nd the rent related to the tenant's financial
Tegsources, Rent allowances could be made by the Inland Reverme through
ineome tax procedure without creoating a now administrative machine,™

FOUR LABOUR PARTY RESOLUTIONS CALL FOR MORE YOUNG SOCLLLIST DIMOCRACY
Farnworth C.L.P. cells for tho implementation of the resclution carried
at the Y.8, Conference which asked for the immediute reinstatoment of three
ex-membeors pf the Y.S., Naotional Committee. Iurton-on-Trent C.L.P. makes a
similar demand, Southend West C.L.P, urges that the Young Socialists be
given a greater wvoice in the T arty, and be given more opportunity to part-
icipate in the moking of policy. Torquay C.L.P. makes a general protest
against the behaviour of Labour Party oifficials in attacking the Young
Socialist movement.
Ed, Note: there will be a comprehensive survey of the r
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JOHN STRACHEY THE LAST UTILITARIAN by a spacdial correspondent

John Strachey, who died last week, will undoubtedly be remembered
by most of the people who ever cared for him as a renegade. The Guardian,
in its obituary, spoke of him as 'a rather lonely figure in British
politics,! The author of the "The Coming Struggle for Power" could not
easily fit into the social life of a parliamentary group who could only
interpret that slogan as s commentary upon their own rat-race: vhile those
for whom it had once been esummons to a crusade found it impossible to
forget the sight of him as Minister of War, plasterad across the front
pages of all the newspapers in a picture of a charade purporting to be a
guerilla~bhunt of Malayan communists.

After his fall from office he btusied himself with a series of tasks
which ceme to make this symbol, if anything, inadequate. It was Strachey
who rushed to Gaitskell's help during the unilateralist batiles with the
pamphlet “Scrap all the H~bombs", which, in the besttradition of newspeak
argued the case for the scapping of none of the H-bombs,

His literary output since the war has had the conscious intention of
providing a rationale for the right-wing of the Labour Party, aimed at
appoasing the consciences of people: whose political formation took place
in the thirties. The End of Empire and Contemporery Capitalism, his two
principal works of economic analysis, are directed eszentially at the tut-
trosesing of Croslandite politice by a more systematic "Marxist' prop., Both
books are full of a srugness which at first sight seems to represent a
gsharp breoak with the fervour of the thirties, in tho theoretical argument
of which Strachey played such a key role.

When one re-reads the Strachey of the thirties one realises that these
works are not at all out of keeping with the earlier ones. Strachey's
precccupation with the so-called 'Law of incoreasing miseory' in his later
work, his utopian moralism in the 'The Bnd of Empire", his concern for
differentials for administrators, all betray a manipulative paternalism
which is shot through his thinking in Left Boock Club days as well,

tIf wo come to the conclusion that catastr¢hbhic orises are accidental
to capitalism, then we shall certainly work for their gradual elimination
by appropriate roforms. For who would be so mad as to recommend the
scrapping of the system itnelf if the catastrophe which it is briging on
us were retxdiable?! he said in "The Nature of Capitalist Crisis" page 19.
Of course, in the thirties this was an intelligible response. But it is
the response not of one who is outraged by the inhumanity of capitalist
relationchips as such, but of one whoee basic crituria: is administrative,
and who is mowved to protest more againset inefflocionoy in the abstract than
against the specific exploitative inhumanity of capitalismi It is poarcely
surprising that such a man could enthusiastically endorse the verdicts of
Moscow trials, and write pages of rosy reports on Stalin's Russia. For
was it not efficientt

To cope with this guestion it is necessary to ask ‘tafficiont for
what?! In terms of awakening and developing human powers, Stalin's regime
was monstrously wasieful® It is this waste which is the contimual crime
of capitalism, whatever forms its crisos may take from ago to age. On
this is grounded the constantly ronewed movemont towards socialism.
Neither Strachey the Marxist, nor Strachey the reformist, understood tazs
at all,

With Stachey's death there goes the last romnant of the English
utilitarian tradition.
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CHINESE STATHMENT ON TRADE WITH SOUTH ATRICA

" Heorowith &z promised the Chinese statement of July 15th on trade and
cconomie relations with South Africa:

The Government of the People's Republic of China and the Chinese people
always deeply sympathise with and resolutely suprort the South African
poople' s just struggle sgainst spartheid and for independence and freadom.
On the basis of this stand, the Chinese Government has, since July 1960,
diseontinued all its economic and trade ties with the South African colonial
suthorities., This stand of the Chinese Govornment was mado clear by the
China Council for the Promotion of International Trade in its letter of
reply of March 28th, 1961 to tho South African United Front.

Recently the Conference of tho Heads of Independent African States hed
strongly condemned the ruthless policy of racial diserimination and called
for diplomatic and occonomic boycott against the South African govornment,
Tha Chinese Covernment fully supports the just stand of tho Conference of
the Heads of Independent African States, and solemnly declares that the
Government of the People's Republic of China will in future continue to
have no economic and trade ties, direct or indirect, with the South African
colonial muthorities. The stand of the Chinese Government to imposze a
diplomatic and economic boycott on the South African colonial authorities
and to support the just struggle of the South #frican people is unswervings.

GRIFPA GROUP DELBCATION IN ALBANIA besed on Hsinhua roports,

Jacques Grippa, first secretary of the Brussols Communist Party,
Raindorf and Detroyer, Membors of tho Brussels Committec, Henri Glineur,
ono of tho founders of the Belgisn Communist Party, and three other comrades
of the Belgian Communist Party arrived in Tirana on July 20th.

They were welcomed by leaders of the Albanian Labour Party, and came at
the invitation of the Central Committce of that party. On July 2lst they
attended a recoption given by Enver Hoxha, first secratary of the Albanian
Labour Party,at the Tirana Guerilla Palc:e, Views were axchanged on
quostions of mitual interest, including questions conerning the internatio=
nal Communist and workers' movemont, In tho discussions 1t was evident
that there was agrooment on all questions discussed.

fd, note: The Hsinhua roports ignores complotely the gueetion of the expul-
aion of all the Belgians mentioned from the Belgian Communist
Farty and mentions them as though they were 5til]l membors.

U.S. DAILY WORKER EDITOR MAKES VICIOUS ATTACK ON ELACK MUSLIMS

The July 17th Daily Worker published an article by James 5. Jackson,
editor of the Worker, Neow york, about the struggle of the Wegroes in the
United States. Tho article is completely uncritical of Kemnedy's attit=-
ude towards this struggle; it sayss '

",,...President Kennedy has committed himself and his administration to
gecuring new legislation and invoking administrative measures to bring about
the equality of status and opportunity which American Negroes demanGesesse
The main danger to vietory of the movement for Nogro froedom remains the
unholy combination of 'Dixiccrat politicans with their Northern Republican
ultra~Hight colleagucS...

,,..Muling-class circles will do all in their power to promote diver—
sionists, end patronise countar-movements, in the orbit of the genuine
movement of the Negro poople for freedom, It is from this standpoint that
we mugt appraise the nctivities of ialcolm X and the "Black Muslim" organ—
inations, These ultrs roactionary forces, with the strategic assignment
of sowing idoelogical confusion, to dissipate the organising energies of
the Negro masses, to promote divisions within tho Negro movomontesss ™
Td, Note: We shall publish material in the next issue on the Black Muslims.
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AN_INTERESTING EXTRACT FROI THE RUSSIAN OPEN IRTTER.

e have extracted here the nost important passnge from the
Russian "Open Letter® to the Chinese C.T. of July 14th dealing with
the interference »f the latter in the affairs of other C.P.'s,

®The lendership of the Connunist karty of Chinn (CFC) is
organising and supporting various anti-party groups of renegndes who
are camin% sut agninst the Coamunist Iarties in the U.8A, Bragzil,
Italy, Belgiun, Australia and India, In Belgiw, for instance
the CRC is rendering support to the group of Gripp, which was
expelled from the Party at its last Congress., Ia the United Status,
support is heing given to tho subversive activities of the loft
opportunist "Hammer and 3tc 1" Group, which has set itself up with
tha main task of fighting nzninst tho Counnunist Party of the USA.
In Brazil, Chinese comrados suppart factionnl groups oxpoelled from
the CP (as for instance, the Amazonas-Grabiis Group).

"In Australin, the CIC central conaittoe has tried %o
organise eplitting nctivitics against the Comdunist Piriy.n its
loadership, with the help of a formor member of tho party,* E. Hill,
Having visited the Peoples Republic of Chima at onc tisze, Hill caac
nut publicly against the Cogmunist Party of Austmlin and tricd 9o
orgnnise a gr-ap of persons of like mind. After, the Communist
Inrty of Australia hnd expelled him from the Central Coaaittoc, he
demonstratively went »f£f to Teking. In Italy, Chinesc reproscn=
tatives are encouraging tho activity of a group of fornmer officials
+f the Fndua Fedceration >f the Communist ¥arty, who have issucd
loaflets with a provocative call for a "rovolutionary™ uprising.
Corarndes of the CE® are mnking papticular effsris 15 conduct
subversive activities in the Conmunist and Workers®' Partics in the
countries of Asia, Africa and Latin Amorica.

w Glorifyingz outcasts and rcnogades who have found them-
selves outside the ranks >f the comumaist movement, the Chinesc
leaders roprint in their newspapers and magnzines slanderous articles
from the pubhliecations >f those renegade groups dirccted ~gninst the
policy of the CEBU amd agninst the course of the entire world
comnunistamovanent, In Caeylon, Chinesc represendatives, are anin-
taning closo contact with thoe grouping of E, Semarakkodi, which is
n t20l of the Trotskyist *Fourth Internntional', The Trotskyists
of the Fourth Internationmal nre trying t> use the position Of tho
Chinesc conrades f£or their own aims, nnd have oven addressed an
opan letter t5 the CE contral coanittece in which they have openly
doclared: "The Foubth Internatiosnnl, viich from the very first day
of its creantion INS Delh WOL1NZ..se.0 Struggle with idens agninst
which ym are coming osut taday, is stonding by your sidc.....The
international scerctarint of the Foupth Intornational welcomes the
discussion which y»a have st ted in the untire coum nist movement.
It urges ym to develop it.!

Note: Ths Hammer and Stoel is adited in Boston by Homur Chase who
was oxpelled Trom the CPU~. two years agd for being a
"Trotekyist renezadot. Actually, the journal is violently
anti~Tratekyist. Tho grouping of Bdmond Samarakody, a well-
known leader »>f the Innka SammSanaja Party, Ceyloinese scction
of 1hc Fourth Intornntiosnal, prosumably refers to the LSSF.




ASTURIAN MINERS STRIKE AND BOYCOTT STATE RUN ELECTIONS
l;gﬁiay " A miners' strike which began on Saturday, July 20th, had by the
spread to five mines and there is a partianl stoppage at a sixth.
Reports from Madrid said that the number of miners involved had increoasod
from 3,000 on the Saturday to 4,000 on the Mondaye. The miners' main demand
is for a retroactive inersase in the 10-day bomus given to thom to mark
July 18th, the 27th anniversary of the start of tho Spasnish Civil War,
Speaking on July 10th, Jose Solis Ruiz, minister and secrotary-
goneral of tho fanscist Falange party and head of the state-tTun trade unions,
admitted that abstentions in the state-run trade union elections had reached
considerable proportions in certain areas, Tho boycott was effective in
the Asturias region, Solis admitted that in ono coal mine, 80% of the
workers abstained, while in an iron plant only 50% of the staff took part
in tho elections, According to another source, in the S.A. Mieres factory
at Mieres in Oviedo province, only 2% of the 5,000 workers employed tock
part in the elections,

AUSTRALTAN DOCKTRS RIFUSE TO LOAD RIFLES from a London correspondasnt
Reuter roports from Sydney, July 17th, that Dockers rofused

today to load rifles which they believed werse bound for South Africa on to

the Dutch cargo ship Strast Cumberland, and a lorry carrying 106 cases of

riflos weighing 14 tons was left standing on the wharf, The manifest of

the Straat Cumberlend showed the rifles as consigned to Tanganyika. An

official of the Sydney bronch of the Waterside Workors' Federation said

on July 17th that the dockers had been misled in the past. "They will

want unchallengeable proof that the rifles were not going to South Africa

before they load them," he said.

DANISH DOCKERS' UNION FINED FOR BOYCOTTING SOUTH AFRICAN GOCDS

A London correspondent has drawn ocur attention to a report by
Reutors that Tiwo Danish Dockers! union branches wore fined 8,00 and 3,000
kroner (about #£415 =nd £155) rsspsctively and 34 union members were fined
35 kroner (just over 35/-) each by a Danish Labour Court in Copenhagen on
July 19th, for refusing to unload South Africen carge from the Swedish
freighter Lommaren.

The dockers' boycott was declared unlawful by the Danish Perme~
nent Arbrtration Court on July 2nd, a day beforc the Lommaren docked at
Copenhagen, where dockers refused to unload her., Sho later sailed to
Aarhus, a Danish provincial port, btut dockers there also refused to unlood
the South African cargo. The cargo was finally unloaded in Gothenburg,
Sweden, on July 18th, and was understood to have been brought to Denmark
by truck the following day, nlthough this has not boon confirmed., Workors
organisations have started collections to pay for the fines,

INDIAN CIL WORKERS' SOLIDARITY WITH TTKAS STRIKERS

) ~ The Burmsh-ohell plant employees in Indis have expressed their
full support for the petroloum w rkers at the Pasadona oil and chemical
plaent in Texas, operated by Shell 0il Company, whoc have beon on strike for
eleven months, Congratulating the Pasadena workers for their "heroic strug-
gles" against the high-hended and anti-labour" policy of the Shell Company,
the Indian oil workors have requested the Indian Potroloum Zmployoes' trade
union to expose the unfair practises of Shell, The 2,000 chemical and atomic
workers at the Pasadena plant have boen on strike since 19th lugust, 1962, in
protest against conditions prevailing in their plant, which are inforror to
those of Shell installations elsewhere in the world., The strike broks out
over the company's demand for unil=teral control over work rules, job descr-
iptions and contracting out., Two international conforences of oil workers

have been held +to discuss ways of aiding the strikers,




1670853 SOCIALI,T PARTY BSTABLISHED IN SUEBEC.

An Orientation Conference of NHew Democratic forces in

Quebec, attracting over 200 was recaently held thoere. It may well
prove t9 be the most significant ovent in the development of the
D P since the fourding convention of the party in 1961l. A new
party wns launched - The Socinlist Party of Quabec. The over=

. riding quostion at this conforence was that of the relationship of

- the socinlist movement in Quubec, 1o tho Federal IDP. Sone
advocated an indcependont socinlist party runnig candidatus in both
fadernl and provincial clectionms. Cthers, largely Engligh sponking
Camdinns wishod to mintain their proesent status undcr thoe party
federal constitution. Tho ¢ventual comproaisc sslution was an
indeperndent party which would rostrict itself to tho provineial
fioM, loaving the foderal f£ikld froe £or the KBP.

The eonforcncc spencd with the ropest >f Fornmand Dansust,
preaident of the Quoboec NDP. He recounted how the provisioml
council »f the WP had boen unable 4> suster a aajority for any one
f the throu formulac, ani had decided snce agnin t9 postrone the
officinl founmding »f th: Quebee party. He wished to give organis-
ational form €2 the theyry »f tw) Canmadinn matisns by forming an
indepondent porty. Hwever, he thaught » compromise neco sary,
and advacated the intermaedinte salution: #Heponlent party provine-
inlly, and NDP scction folerally. Othors prowved losg imclined 19
¢ IAPT MMAsGC . The roess2lution submitted by Bails Bouwdrcau, statoed
flavly that the S2-inlist Party of Quuebee shiull bo frec of a
dependonce in gither provincial or foderal £1 Jds t0 any palitical
mrty, but womld asintnin fraternal ties with the foloral IDP,
This rcsalutiosn was dobated heatedly £ir throe hours in eonmittee.
Oppoeition came chicfly from Tralc Union and English sponking
3 Elﬂgﬂn‘hea .

Regimla Borisvort insisted that he did not want the French
-Camdian socialist movemont t> be subjugnted to the sanac kind of
English donimtion in the IDP. They had had, ho said, sufficient
f that in the >1d CCF. The French~Camdinn woirkor is boeginning

=t 1> realizoe where the ceonomy of Quebee is comtrolled. The
sycinlist nmovement could ->nly win the supprt of th 8o notiomlist—-
minded workors if it proscentoed itsclf as an indopendont party.
Boulraeau's ruosilutin was passcl aaidst uproiar by tw> votes.
provisisml eouncil for a nuew provincinl sy ialist party was
alected . But thce strugzle is far from over, Brulrraau, ancnding
his -»wn resslution, oxplained thnt the e»apronisc he was agrecing
t2 dinvolvod for him 'nly o question »f timing: he wishod 19> achicwe
n full indecpondont party at a lator date. It my be n surprisc
that the vast majority of NPPers are convinced that they must in
sone way Cissocinte thomselves from the Foaderal Party. The NDP
lendership has enl orsed the two-mations principle in thoory whil-t
violating it in practice.

In spitc o>f the difficultics which it facus, tho S-cialist
Party of Quebec shawa the promise £ becoming the first jonuine
Inbrur Parvy 3f French=Canadian Worlers. The Oricntati»n ¢onferonce
certainly to52k important steps twards unlerstanding their mti-ml
anl econimic griovances. based upon Workers Vanguard reports




EKENMED Y *S ]ﬁlﬂﬁlfﬁﬁs_jﬂQ ASSIST US4 BAIANCE OF kAVIENTS,

=4
1571 The Jefi-it is one of the twy major ccornomice problems which
the Adainistration inhuritol from its pruduccsssr, but in its first year
of officc it chise 17 comcuntratc its efforts H>n stimulating busincss
activity and rwducing the lovel of unemployacnt. Even now, despitoe
varisus oceomoamie measurcs in governmont oxpend iture abroad, the deficit
is still large, anl recontly it hos bugun %5 increase ngain. In tho
week which enicd on Juno 1lst, the USA 2918 stk fell by 30m dsllars.,
On Juns 27th, the 317 stock £0ll by 65m dollars. Iast wouk the stock
fell by another 50m dollars bringing the US4 gold rescrve at 15,6800
é¢nllars %> its lowest lovel for 39 years. G woernaont oxpend iture
accounts for a large part of US) f£orcign emchange needs. It had alroady
boen pruned and it is t> bo pruned still harder = 300m dollars »ff :
military expenliture, 500m dollarys off aid, and so sn. It would be
pissible to make bigger savings, but a large part of aid is alrealy tied
%o purchases from the B4 and there arc practical 1limits t7 the amsunt
by which it is wise to cut dofunce expoenditure amd nid, before sther
counsrics arc willing t5 elosc the g@pe.

The sutflomwm »f private eapital is »f tw~ sorts = short=tern
amd longw=term. The »utflow -f private capital from the USA was 3.8
billion cdollars in 1960, 2,9 billisn dsllars in 1961 and 3.7 billinn
¢ollars in 196R; thosc sums in cach yoar accountcd f£or slichtly mare
than thu whole deficit. Of the main cmponents in 1962, 1.3 billiosn
dollars wag direct investment by USA ceonpanics abroiad; anosther 1.1billdon
dodlars was long-turm investaont, largoly in foroign portfoiliss and loanss
and n» less than 1.6 millions was short=tern lemding, mainly t9 Canada
or throush The Buro=isllar amarket., Ths lort=toarm outflsw can be b2 radu acll‘.
crd perhaps sonvarted into a net inflow, by mcvriung up intsroest ratan closer to
uropean lsvels — provided only that Buropsan countriss do not rziass thelr raten
in rsturn, The protlazn of long-term capitel ia roro zszious. Dirs.t eonirelz
ars considred repugnant znd rdoing domestic long-torr: ratsc would inkiltit the
sha growth of ixed invsutment in U.D, irdfvetry. Koemned; has thsrefors proposed a’
tax on new U,3, purchases of foruign securities, These various measures are expo-
cted to svae some $2,000 m, of foreign exchange over the next 18 months,

It wo s however, be il 1la 15 supposa that these moasurcs
themsloeves will solwe the USA balance 3£ payacnts probleoms. Iiong =tern.-
capital will continue to flow out until 1ong~terno barrwing in Buripoe
and Jpan is mn.e not only oasioer but cheapori it is the brealth »f the
B4 eapital market that is 2ne f its srowtost nktrmctisns. Dircet
invostacnt abroad may slow down = the US authoritics are hoping for an
importont changoe hurce as US  Dbusinessmoen are buconing less ptimistic
abwt the praspeet Ff the Connom Markoet, though it will romnin large.
anl the sutflow of ecconomic and military nid will ewmtinue . The risc
in rates will at lunst nlleviate the iameliate problem without & oing
anything important 49 slow down the rate of cesnsmic growth.~ it is hoped.

Meanwhile, recent economic news included reports of a June decline
in United States housing starts, a drop in durable goods orders and slugzish steel
demand, Reactions are mixed overseas, tut in Tokyo Kakuei Tanaka, Finance Ilinister
gaid at a press conference that the "intersst equalisation tax" proposed by Kennedy
might considerably affect Japan's balance of pyaments position. In Cgnads, the
rrosident of the lontreal and Canadian Jtock Bxchanges predicted a slow dowm in

oconomiec activity. Based on Financial Times repc¥ts




