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IV. THE U,K.'S PROSPECTIVE BALANCE OF OVLRSEAS TRADE

12, An attempt has recently been made to forecast the

prospective balance of trade in 1945 more fully than has been
attempted hitherto., Any such estimates in time of war are
necessarily most precarious. The following summary, which is
the best we can do at the moment, is submitted subject to all
reservations. PFarticular attention is called to the comments
which follow overleaf, which mainly relate to the more

difficult and uncertain items.

UK., Balance of Payments Non-munitions) $ Millions
of

Hequirements which
from @

4 Imports (f.0.b.) - U.,S5.A.

Food, civilian 859
"4 U.K. Forces 233

Matserials 262
" & Food for Reciprocal Aid

0il 555

Tobacco 148

Other Imports 148

N O TS WO W
B W 5 G

2,205

*ohlpping 1,140
Interest, profits and dividends o0
*«ar Expenditure

Other Payments

fotal Requirements 10,046

e — i — ——

Receipts

*Shipping 200
Interest, profits and dividends 580

*Military receipts from Tmpire Governments

other than Canada 260
*Income from pay of U.S. & Canadian

Forces in U.K. 120

*Other Receipts (unidentifiable) 400

fotal Receipts 3,600

6,446

# Including certain imports into other countries
where cost is berne by U.K.

* Highly conjectural.
@ Or payable in U.S5. dollars

/Comments overleaf
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[3_ON_PRECEDING TABLE

(1) The above table excludes munitions recelved from
the United States and Canada, on the requirements side, anc also
excludes munitions manufactured in U.K. and delivered on
Mlutual Aid on the receipts side. It does not relate, however,
quite strictly to non-munitions, since Item 10, War
Expenditure, includes some payments for munitions from other
parts of the world, e.g., India, and Iltem 15, Military
receipts from Empire Governments otner than Canada, includes
what is 1n effect some reimbursement for munitions manufactured
in UK. supplies to Empire Forces.,
(1i) No deduction has been mace in respect of non-munitions
supplied on U.S5S. Lend-Lease or Canadian Mutual Aid. The Lend
Lease ald for non-munitions proposed in other parts of tThnils
paper amounts, in round figures, to $2.75 billions. Tne amount
of Mutual Aid from Canacda is not yet determined, but it is atl
present contemplated to prcpose some figure in the neighbour-
hood of $600 millions Canadian to cover non-munitions. Thus
if these proposals were to be accepted, the remaining cash
deficit would be of the order of $3 billions, which would have
to be met by the further disposal c¢f assets or by incurring
further debt,
(iii) The above shows that, after allowing for $2.75
billions of Lend-Lease aid, there still remains more than
$900 millions of U.S5. dollar expenditure which the U.,K. would
nave to neet in cash out of its dollar earnings and other
resources. Certain proposals relating to this have been made
in Chapter 3,
(iv) lhere are, moreover, furtncr liabilities not covered
by the above table. In particular, it includes nothing for
liabllities 1incurred through the use of military currencies in
burope, e.g.,, credits thus created in favour of Allies on account
of military currencies to meet the pay of British troops.
(v) The most formidable abnormal item is, of course

t.)'--r’

Item 10 for "war Expenditure. As already pointed out, this

excludes munitions on Lend-Lease or Mutual Aid and also expendi-

ture in military currency. It is made up as follows:=-
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India $1,360 millions
Egypt 240 o
Australia e "
Palestine o R

South Africa g -

Persia T S

Iraq 40 "

Others 40 .
fhroughout the past three years this has been the main cause
of the growing indebtedness of the U.K. It is not generally
appreclated that, quite apart from the large quantities of
stores which are shipped to British Forces overseas, more
particularly in the Middle East and in India, very large cash
expenditures are incurred in those areas. The United Kingdom
nas in fact borne the main cost of the war in so far as it
involves local expenditures over a very large area stretching
from North Africa to Burma. It will be seen that even in 1945
such expenditure in the Middle East countries is estimated
at $400 millions. Not long ago it was running at double this
rate. It should, however, be emphasised that these estimates
are particularly precarious. They are based on the latest
figures provided by the War Office as to the personnel which
present strategic decisions will require us to kKeep in the
areas 1n question. But they are capable of considerable
modlification upwards or downwards in accordance with changing
strategic decisions consequent on the course of the war.
(vi) Ihe receipts entered in respect of exports need
further explanation., In recent months British exports have
been running at the rate of about $80 millions a month. For
the year as a whole it is expected that they will not quite
reach $1 billion., The proposals relating to manpower set forth
in another section of this paper should, if they are carried
fully into effect, release sufficient manpower in the course
of the year to increase exports by about $1 billion,

approximately doubling them. The estimate in the above table

assumes that in spite of inevitable time-~lags this is carried

fully into effect, and is arrived at as follows. It is

estimated that British exports will reach a figure of $2,000

millions. To this is added $40 millions for diamonds not of
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British origin shipped to U.S.A. ¥From this is deducted $200
millions for time-lags in payment, and $100 millions for

relief exportes through UNRRA, etlc., which will not be paid for,
leaving estimated cash receipts of $1,740 millions. 'We belleve,
however, that this figure 1s highly optimistic., A great deal
depends on whether British exporters can be immediately
released to take orders. Otherwise there 1s a serious danger
that manpower which is released will find its way into making
goods to satisfy the hungry home market. It will, therefore,
be a great achievement of organisation if the figure here
estimated is actually reachned,

(vii) Item 17, Other Recelpls (unidentifiable), is difficult
to explain., It includes certaln sources of invisible 1income,
such as insurance and commissions, but in the main 1%

reflects the inability of the British statisticlans to identify
all the sources {rom which our income has reacned us in recent
years., An analysis of past expenditure shows thatl a

balancing figure of about this amount 1s required to reconclle
the results. It may come from the dispcsal of capital assetls
which have not been separately reported as suchj Or it may be
merely a balancing figure whicnh results from various items

of expenditure having been over-estimated, and various 1llems

of receipts under-estimated. It 1is dangerous to rely on so
uncertain a source, which may be the product of erroneous
statistics in the past, but so far 1ts analysis has

baffled all enquirers.

V. THE U.K,.'S_GOLD AND DOLLAR RESLKVE POSITION AT THE END
OF STAGE 11

13, The U.K.'s balance of trade with the U.S. in 1945,
as estimated in IV above, on the assumption of Lend-Lease
assistance for non-munitions on a scale not exceeding $2.75
billions, shows a net deficit with the U.S5. on U.K. account of
about $400 millions, which is considerably larger than in any
year since Lend-Lease came 1ntlo operation (the corresponding
deficit in 1942 was $287 millions, and 1n 1943 $240 millions,
the figures for 1944 being not yet available)., Receipts from

the pay of U.S. Forces 1n the U.K. in 194% are estimated, for
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14,
obvious reasons, at the greatly reduced figure of $60 millions.
1945 is the first year in which the requirement of cash payment
for a number of articles previously on Lend-Lease and the
delivery of raw materials on Reciprocal Aid coincide with
diminished receipts in respect of the U.S. Forces.

14, The Eritish gold and dollar position depends,
however, not merely on the U.K. balance with the U.S., bul
also on the gold and dollar receipts and outgoings of thec rest
of the Sterling Area. In previous years these sources have
come to the rescue on an important scale; for example, 1n

1943 we received nearly $515 millions from these sources. In
1945, on the other hand, it is expected tThatl the rest of the
Sterling Area will contribute no more than $100 millions.,

This also is due to a combination of two circumstances. The
increase in Reciprocal Aid in food and raw materials, which
only comes into full effect in 1945, has the effect of sub-
stantially reducing the dollar earning power of these countries
and will turn tae commercial balance of the rest of the
Sterling Area with the U.S. into a deficit of $100 millions.
At the same time, the heavy earnings from U.S. Forces, whicnh
previously made this scale of Reciprocal Aid possible without

excessively adverse results.

/

are falling away and are estimated
in 1945 at no more than $200 millions.
The estimated balance sheet of the gold and dollar
reserve position as a whole in 194% is as follows:i=-
$ Millions

UK, earnings from U.K. deficit with U.S. on
U.S. Forces 60 balance of trade account 400

dO . do
for rest of Sterling for rest of Sterling
Area ¢Q0O Areca

Net receipts of gold 16J Dollar payments to third
countries 225

420 Increase in golad
liabilities 50

KReduction of reserves 355

$ 779

The estimate of earnings from U.S5. Forces in the Sterling

Area is conjectural., Receipts in the U.K. are put at $60
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millions. This is on the assumption that Stage II begins at

January 1, 1945. If the German war drags en this figure will

be somewhat, but not much, larger. The Australian Government
inform us that they expect no significant income from this
source. In fact, the American army acquired an excessive
amount of Australian balances in the first half of 1944, and
are expected even so early as the second half of 1944 to
withdraw something like $40 millions from the balances already
set up, rather than increase them, Receipts in India on this
account depend on how far outgolngs are met by sales of gold
onn behalf of the U.S. Treasury. At one time such sales of
gold largely absorbed this source of dollars, lore recently
such sales have been on a much smaller scale, TIU 1s a

matter of policy at what level of price it is decided To press
sales of gold on a larger scale, FProvisionally, without
knowing accurately the strength of U.G. Forces in India over
successive dates in 1945, we estimate rather doubtfully $200
millions from this source, which may easily turn out too high.
As regards gold, we have had to abandon tihe policy of
assisting the Government of India and otlher Middle East
Governments in their anti-inflation campaign by providing a
certain amourt of goeld for sale in these areas, and the
estimate of our net receipts of gold is on the assumption that
sales of gold in India and the Middle East, which are now
coming to an end, will not be resumed in 1945. Dollar
expenditure on account of third countries includes payments
for sugar and oil from dollar sources in the Caribbean and
Venezuela and certain refunds to Canada of U.S. dollar
expenditure incurred on our behalf.

15 If these estimates, which are necessarily based in
part on conjecture and can easily be falsified by the progress
of events, are correct, the U.K. will enter the year 1946
with liquid reserves amounting to $1,130 milliens, and overseas
liabilities (which are, however, in terms of sterling and

cannot be freely converted into gold or dollars) of between

$14 and $15 billlions.
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16, The serious reversal of tne trend of the reserve
position as shown above is due, it will be seen, 10 a combinae
tion of circumstances which were always likely to produce that
result in the long run. During the period when the Sterling
Area had considerable earnings from the U.S. Forces, a number
of marginal items were taken off Lend-Lease and the scale of
Reciprocal Aid, particularly for raw materials, was greatly
inereased. The above result was bound to follow if the latter
measures were to continue into a period when our income on tne
former account was falling away. It is for this reason tnat
the proposals in Chapter 3 are put forward,
17 « Our need to hold licuid reserves 1s based on a
rnumber of different considerations:=-
(a) Ve must hold a minimum reserve against grave contin-

encies such as war, which cannot be put below one billion

7e must hold working balances adequate To cover our
short term regquirements in international commerce 1n conditions
of normal tracde, after our external balance of trade 1s
substantially in equilibrium,

(c) e must hold reserves azainst the nceds of tne

Gterling Area, particularly in the case of those countries

of which we keep the currency reserves so that their external

rescurces wholly consist of sterling balances in London,

(d) “e must hold reserves against our needs in the

transitional period of Stage III, in which our balance oi
will still be heavily adverse, since we must expect
to cover in gold some part at least of our deficit

with the rest of the world,

As regards (a) and (b) above, no more need be said,
hs regards (c¢), it must be emphasised that the reserves of the
United Kinsdom constitute broadly speaking the reserves cof the
Sterling Area as a whole, No other countries of the Sterling
Areca (with the exception of South Africa, which as the world's
greatest gold producer is in a special position) have any
appreciable holdings of gold or of foreign currencies other than

sterling. Their foreign currency receipts have gone into the
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Unitead Kingdom pool, and they have looked to us to meet their
essential foreign currency needs. All these countries are
short of goods, and will have problems of reconstruction and
restoration of civilian economy to face. They will seek to
convert some part of their accumulated sterling balances into
foreign currencies for these purposes. ¥Whether and how far

their demands can be met will depend on the adequacy of the

reserves we then hold. So far as the early transitional

period 1is concerned, our main anxieties relate to (d). It

1s 1mpossible at present to give any close estimate of the
prospective drain. Some indication of its possible magnitude,
nowever, can be obtained by looking back to the estimated
balance of overseas trade in 1945 set forth in paragraph 12
above. This shows, on the assumption that Lend-Lease and
Mutual Aid come to an end with the end of Stage II, that we
shall enter Stage III with a deficit running at the rate of
about $6 billions a year. To what extent can we nope that this
will be reduced during the first year of Stage I1I?

18, To begin with our import requirements.* There will
be a large reduction in the case of oil, and we shall no
longer have to buy raw materials and food for Reciprocal Aid,
making an economy of (say) $400 millions altogether. On the
other hand the size of the adult population requiring food

and raw materials for employment will be increased by the
demobilisation of the Forces; so that whilst the character of
our imports will be to a certain extent changed, the aggregate
may be more rather than less., The imports we should like to
have are not likely to be much less than $6 billions. By
extreme economy, however, the use of stocks and strict import
control, it is possible that the figure might be kept down
during the first year nearer to $5 billions.

19, The other main items on the debit side of the account.
namely, the use of non-British shipping and war expenditure
overseas, which are at present costing about $3-1/2 billions
petween them, should be very greally diminished in due course.

Nevertheless, these items of expemditure will not cease

* Oee note £ to table in paragraph 12.
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immediately. For there will be a period of uncertaln

duration during which our rorces are being brought home irom
overseas, and perihaps a longer period during which we remain
responsible for policlng certain extensive areas of the worlc.
In addition there will doubtless be many deferred liabilitles
in respect of earlier dates which will be brought to account
agzainst us for payment in tae first year of Stage III. "hilst,
therefore, we must take steps to reduce these outgolngs as

fast as possible, they are bound to remain high in the first

vear of Stage 1lll, and are likely to continue on a significant

ccale at least into the second year.
20 , On the credit side of the account, military recelpts
from Empire Governments and from the pay of U.S. and Canadlan
the U.K. will rapidly dlsappear, approximately
gain under 18 above.

There remain, however, two items, namely, shipping
and exports, where we must hope for a large and progressive
inecrease in income, Nevertheless as regards shipping we
cannet expect the improvement which should be ultimately
possible, until we have rebuilt our mercantile marine. In
1938 the net income from U.K. shipping earnings was SOn€
$400 milliens. By end-1944 it is expected that U.K. tonnage
w111 amount to some 12 million gross tons of ocean-golng

compared with 1€ million gross tons in 193¢ Even

say 1950, we rebuild our mercantile marine to 11S

60 per cent,
compared to 1938, U.K. shipplng carnings in ms of money in
1950 wouléd be no more than 55 per cent, above 1938, On thils
basis a net income of $640 millions as compared with $400
millions in 1938, might be a reasonable estlmate. Since,
however, we are already taking credil for $500 millions, noO
significant improvement can Dbe expected on this neadlng SO
early as 1946, The effeclive saving in 1946 is that already
anentioned, namely, in our oulgolngs in respect of shipping
wnich we do not ourselves own, Ine prospects of exporis are

dealt with separately in the last section of this AnnexX.




DECLASSIFIED £.0. 11652, Sec 3(E) and 5(D) or (E) NND#¥ 74 073 2

19.

22 . Taking one thing with another, it would seem very
optimistic to expect that the net deficit could be brought

below $3 billions in the first year of Stage III. Nor are we
likely to reach equilibrium in the second, or even in the third,
year of Stage III. 'ie shall have managed very well if the
accumulated deficit in Stage III before we reach eguilibrium

l1s less than a figure between $4 and $5 billions.

23 It will be observed that this figure is reached on
the assumption -

(a) that no part of the abnormal sterling balances is
repald during this period, which probably means in practice

thatl the rest of the Sterling Area could not spend 1in gold and
dollars more than their current earnings in gold and dollars;
(b) that no significant part of our exports is on

creditl terms; and

(¢) that the reorganisation and pacification of the world
will not make on us any financial claims whatever.

24, It is unlikely that no additional obligations will
fall on us under any of these heads. Thus the sums which we
shall be required to raise after the war to meet current
expenditure are likely to exceed $4 or $5 billions. Even if, as
we hope, arrangements are made during Stage II which will enable
us to maintain our reserves near their present level, not more
than half a billion of these reserves will be available guring
tne early years of Stage III towards meeting the above deficit.
2% o Particular attention has already been called in the
Introduction and in Chapter 3 to the embarrassments which may
arise affecting the U.S. as well as the U.K. Government, if the
latter is unable to finance the political and other obligations
arising out of the war and the peace which otherwise it would

be natural for her to share and to assume. It is not desired or
intended on this occasion to discuss the question how the
financial problems of Stage III will be best handled when the
time comes, The present discussions are limited to Stage 11,
Nevertheless, it is relevant to Stage II arrangements to
emphasise here that it will be particularly difficult in

otage III to replenish the U.K.'s stock of liquid cash in the
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form of gold and dollars. Such credits as become available

on sultable terms are likely to be tied to particular exportis,
and cannotl always be married against pressing demands of
another kind and in another quarter of the world. It 18,
therefore, of the highest importance to maintain the Britisnh
liquld reserves above the danger level during Stage II, when
the conditions will be such that by proper arrangements this
18 possible,

VI. BRITISH EXPORIS IN STAGE III

26, At the present time British visible exports are not
sufficient to finance one-tenth of our total overseas requirec=-
ments, Lven after full allowance has been made for Lend-Lease,
and Mutual Aid from Canada, British exports are not currently
sufficient to finance one-seventh of our remaining overseas

requirements., The heavy deficit forecast for 1945 is after

making tae very optimistic assumption that our exports in the

course of 1945 will be running at about double their flgure

in 1944, It is obvious, theréforc, what a vast scale of
industrial reorganisation will be required to raise exports
sufficiently to restore equilibrium.

27 o ifhe whole lay-out of the British war economy was
dominated during the formative period by one supreme consider-
ation: for a time we and the Commonwealth were alone in the
war, and alone capable of bringing military weapons to bear
upon tne enemy, By the sale of tie gold and foreign assets
that had been accumulated over a century, we could call for
ald upon tne industrial effort of nations whica still remained
neutral, It was wise and it was necessary that the British
military effort should be inflated far beyond any level that
could be maintained by our own unaided industrial efforts,
even (which then was far from the case) when tiiey reached

full fruition,

28 , In the first weeks of the war, the extent of our gold
and Icreign assets and the current rate at which they were
belng dispersed were surveyed., It was immedlately decided that
measures were necessary Lo conserve tnem, not only by drastic
limitation of less essential imports, but also by an export

drive,
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2l,
29 . . Before the war there had been about 1,750,000 persons
engaged in tne production of British exports - about 1,300,000
were in actual mining and manufacture, and about 450,000 of
those in transport, distribution and other occupations were
performing services ancillary to export, At mid-l1940 these
figures had been appreciably reduced, but the total engaged in
direct export was still in excess of 1,000,000, The super-
session of Cash and Carry by Lend-Lease in the spring of 1941
was the chief cause of an immense change between mid-1940 and
mid-1942, By tlhe latter date, only some 440,000 were still
engaged in mining or manufacture for export, and by mid-1944
there were only about 300,000 so engaged. Thus the effect of
Lend-Lease, together with other similar aid from Empire
countries, the disposal of British assets and the accumulation
of sterling liabilities in London, has been to make possible
the transfer to the war effort of some 1,400,000 former workers
in the export industries. These measures enabled the United
Kingdom very greatly to increase the impact upon Germany at a
critical phase of the war., But the transfer from export to
munitions was only possible because we were enabled, through
Lend-Lease and Mutual Aid, to receive a great quantity of
imports without corresponding exports; and our economy is now
organised on that basis. The process took time to establish,

and will take time to reverse., The result is that we are not,

and cannot for some considerable time to come, be in a position

to pay for our minimum and inescapable import needs.

30, In other words, it is precisely the operation of
Lend-Lease and Mutual Aid which, by making it possible for us
Lo carry on the war without substantial exports, allowed us to
pursue the policy of abandoning any effort to maintain them,
Thus our prospective difficulties are an actual conseqguence

of the means by which we have been enabled to devote so large

a proportion of our total manpower to war mobilisation.

31, Since the following trade statistics have not been mac
available previously, it may be worth while to give them in some
detail, The value of British exports fell from $1,884 millions
in 1938 to $928 millions in 1943, When allowance is made for
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the rise in prices the quantity of exports was reduced to

only 29 per cent, of the 1938 level:-

Exports of Produce and Manufactures of the Upnited Kingdom

Value of exports Quantity of exports
as recorded (recorded exports re-
valued at 1935 prices)

$ millions 1938 = 100

1938 1,884 100
1939 1,760 94
1940 1,644 72
1941 1,460 ;

1942 1,080 36
1943 928 29
1944 (estimated on basis 960 28

of nine months)

NOTE: The figures for 1942 and subsequent years exclude
military aircraft munitions as such and military metor
vehicles (but not tyres which are included). On the
other hand they include exports on Reciprocal Ald

($15 millions approximately in 1944) and some exports

to N.A.A.F.I., Y.M.C.A. and other organisations for

sale to British troops abroad ($12 millions approximately
in 1944),

The figures also include exports of war requirements €O
Russia and other Allies to an amount estimated at $92

million for 1944, These exports however must be regarded
as in some sense abnormal, since in some cases they

are supplied on special financial terms, and in many
instances they are not of a character which will build
up future trade by establishing markets.,

The result of these qualifications is to increase the
distance which we shall have to cover to reach the target

for future exports which we have set ourselves. But,
since the precise effect of the qualifications 1is

the main, highly speculative, they have not been %aign
into account in the rest of this paper.
Attempts have been made, as far as possible, to export goods
which do not make great demands on manpower or on shipping.
Thus, exports of spirits have, in comparison with other 1items,
been kept at a high level. Exports of textiles, which are

produced mainly by female labour, have declined heavily, but

less than those of engineering products. The export of motor

cars and commercial vehicles has virtually ceased since 1941

and the amounts of iron and steel manufactures, machinery and
coal sent to overseas markets have been drastically cut to the

minimum quantities essential to the war effort,
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Exnorts of Certain Pxingipgl_ﬁgoducgg
W 1938 1939 1940 1941 1242 1244

Snirits 11i1lion proof
gallons 8.1 1045 128

9 7 o
ranufactured idillion 1D. 33.6 34,7 27.7 26 P
5

tobacco
Coal i1111ion tons 35.9 36.9 19.6

Coke and

manufactured
fuel Mi1l1ion tons 2.3 3.1 3.4 0.6

1 oD
6 17.9
6 4

)
5 1
T

4 0.4

O
Tron and steel Thousand tons1915 1582 1077 487 2 134
\lachinery ~housand tons 459 366 250 186 1 136

Jlotor cars Number 44123 43230 20654 3831 29% see

Commercial
) below

vehicles and
chassis Number 14273 11373 9102 2387 1103)

Pedal cycles Thousand 576 615 497 345 112
lotor tyres Thousand 1225 1103 900 661 _ 211

Cotton yarn Thousand
cwt, 1098 1015 596 258 171

Cotton niece=- llilllion Sq.
goods yards 1386 1393 976 783 374

"Toollen and
wors ted };i1lion sq.
niece-goods Yyards 98 86 01 46

Rayon niece- 1illion sq.
goods yards 75 91 76

LLinen and hemo i{illlon Sq.
niece-goods  yards ) 67 28 11

Pottery Thousand tons - 176 80

Josium
compounds Thousand tons 450 441 414

Faints and
nigments Thousand tons 74 71 34

Paper and
board Thousand tons 176 156 148 72 37 208

Books, etc. Thousand cwt. 613 566 347 218 <, S ¥

*The figures for 1942 and 1943 exclude, whereas those for
previous years include, exports of military vehicles, For commercial
vehicles and chassis, total exvorts in the first six months of 1942
were 2,410 while non-riilitary exnorts were 117; for motor cars, all

exnorts during the first half of 1942 were non-mnilitary,

32, 1t has been already exnlained that we are aiming, probably

too ontimistically, at doubling the volume of British exnorts in 1945

as compared with 1944, reaching a total value, apart from a time-lag

in payment, of about 42 billions. This assumes a price level 1in
145 of 180 to 185 per cent, of the pnrice level 1n 1938, TLater
calculations confirm an estimate, first made some time ago, that 1in

order to reach equilibrium, anart from repayment of war debt, the

yolume of British exnorts must rise 50 per cent, above 1938, If we
sssume a price level of 180 ner cent. of pre-war, this means in terms
of money an export trade of about $5 billions. Thus in order to

reach equilibrium, the level of exports in 1945, the target for which

is already double the 1944 figure, will have to be more than doubled

again. This great task will involve not merely reconversion on
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q great scale, but also the problem o develoning narkets as SOOI
the war

as the shortage of gsoods prevailing jmmediately

reason that the Rritish Government

exnort must be resumed immediately,

that any avoidable handicans in beginning the task of

ation should be renoved at the earliest nossible date.
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fOPY NO, /¥
ANNEX, B

CIVILIAN LIVING STANDARDS

. Le THE GENERAL LoVol
The British civilian has had five years of black-out and

four years of intermittent blitz., The privacy of his home has been
periodically invaded by soldiers or evacuees or war-workers requiring
billetd, In five years of drastie labour mobilisation, nearly every
man and every woman under 50 without young children has been subject
to direction to work, often far from home, The hours of work average
53 for men and 50 overall; when work is done, every citizen who 1s
not excused for reasons of family circumstances, work, etc., has had
to do 4€ hours a month duty in the Home Guard or Civil Defence.
supplies of all kinds have been progressively limited by shipping

and man-power shortagej; the queue 1s part of normal life., Taxation
is probably the severest in the world, and 1s coupled with continuous
pressure to save. The scarce supplies, both of goods and services,
must be shared with hundreds of thousands of United States, Dominion
and Allied troops; in the preparation of Britain first as the base

and then as the bridgehead, the civilian has inevitably suffered

hardships spread over almost every aspect of his daily life,

2 This is the price of total war, which the British are well
satisfied to pay. But the cumulative effect over a period of years
must necessarily be a severe strain. The blitzes of 1940-41, the
flying bomb of 1944, the foed difficulties 1n the Spring of 1941,

the man-pewer mobilisation step by step from 1940 to 1943, the steady
disappearance of manufactured goods from the shops -- these are a
cumulative pressure upon civilian standards which cannot indefinitely
be maintained. It is impossible to measure the pressure precisely;
only a part of it can be measured at all in material elements which
make up the civilian standard of life., Thils Annex is mainly concernc
with the period to the end of 1943, but in 1944 the position is not
significantly different from that of 1943, some minor increases

being more than balanced by contractions elsewhere and by the

general pressures arising from the increased Service population,

3 Estimates of the change in civil consumption are precariou.

The technical difficulties of a meaningful comparison are consideratl .
The whole validity is in question when allowance snhould be, but in

fact cannot be, made for the increased necds of a population in which
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more people are at work; for the fact that a substantial quantity of
consumer goods and services 1s consumed either by institutions -
N.A.A.F.I., canteens, hospitals, etc. ~« or by British and other
soldiers of the United Nations in the United Kingdom; for the very
considerable wartime changes of quality, which make a railway ticket,
a pint of beer,or the rental of a house an essentially different
commodity from its peace-time equivalent; for limitations on the
freedom of choice through rationing and shortages; for the fact that
in a number of fields - furniture, clothing, house-hold goods in
particular - the permitted consumpticn is in part that of people

who need to replace goods destroyed by enemy action, For what 1t 1is
worth - and it is not worth much « a straight comparison, corrected

for none of these things, shows a real expenditure in 1943 (and 1944

differs little) about €0% of that of 193¢,
ITI. HJOUSING

4., The change in housing conditions has been dominated by war
damage, by requisition for Services and by billeting, by the drastic
reduction of facilities for normal repair and by cessation of house=-
building (300,000 houses were built yearly before the war). Some
indication of the degree of loss due to war damage is given by the
fact that of some 13 million dwellings in the United Kingdom, some
170,000 had been totally destroyed before June, 1944, and &0,000 so
seriously damaged as to be uninhabitable., In total, there had been
3.4 million cases reported of damage of some kind, some affecting

the same house on more than one occasion, Many houses have not yet
received complete repairs; much even of the repair which is "complete'
for the time being will later have to be re-done or supplemented.

The flying-bomb attacks on London have created new damage which at
first outran the rate even of first-aid repair, and special measures
had to be taken to bring building labour into the London area 1in
order to tackle the rapidly growing arrears, even at the expense of
essential government work elsewhere, During these attacks a furthe:
23,000 homes were totally destroyed, and it is estimated, on the
basis of the known results of the first stages of the attack, that

in all 1,100,000 have been damaged, of which 100,000 are uninhabita':

vithout extensive repairs.
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D In certain areas, entire villages have teen requisitioned
by the military authoritiesj heavy demands have been rade on rural
house-room by the Services and evacvees, ard in the industrial areas
of the 1'idlands and the North by the need to billet war-workers,

P Normal house-=building has been at a standstill since 1940;
the labour engaged upon running repairs, painting, etc., for all
rremises has been reduced from 300,000 1in 1938 to 140,000 in 1943
(excluding War Damage repair), and it is estimated that in the three
years 1941-43 only eighteen months' normal house repailr was done,

7o War conditions increase domestic requirements of fuel and
lieht., Ir. a drab life of black-out, dull food, damaged and draughty
houses, with the family feeding at different tines because of their
various shifts and civil defence responsibilities, rore fuvel 1s need:
for heating, lighting and cooking, and the lack of it has a dispro-
portionate psychological effect, Furtherrore, the administrative
difficulties of controlling fuel consurption are very greatj the
diversity of household patterns nakes actual rationing impracticable:
there have, however, been severe restrictions on coal deliveries for

household use,

III, TRAVEL

8. An appropriate measure is the relation of public travel
facilities to wartime needs, In certain respects more travel 1s
needed than in peacetime., There have been the periodic evacuation
waves, and consequent visits by parents to their children 1in the
country; workers are directed to work further from their homesj other
have to move their homes, either because of enery action or because
of a new workplace; Servicemen's wives must visit their husbands;
millions of British and Allied soldiers must take leavej; there 15,
in addition, the great volure of rilitary passenger rovement, On itk
other hand, holiday facilities are greatly restricted. It is the
custom of the British peorle, none of whom live more than 80 miles
fror the sea, to spend their holidays at the seaside-- and the who.
of the South and East coastal areas have been restricted since 1940
from time to times those holicdays which war-workers have been able
to secure have been for the rost part spent at home, a very real
sacrifice not only for the wareworkers themselves but even more 10CI

thelr wives.
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Je On balance, there has been ar increase since 1938 in the

total nurter of passenger journeys on the Dritish railways by about
10 rer centy incluvding troop trains, But the total nurter of passenger
train-miles has fallen by nearly 30 per cent, This 1in 1tself is an
lndication of the way 1in which the railvays have been corpelled to
herd the passengers into the trains; it is said, indeed, that if the
passengers were animals, the railway companies wouvld be presecuted

by the hurane societies., In the surmer of 1944, as part of the
reasures to clear the rallways for the invasion, there were new

and drastic cuts in long-distance rassenger services, equivalent to

a further redvction in train-rileace of some 10 Fer cer.t, Furtherror
the almost total disaprearance of fast trains, restavrant and
sleeping cars has imrosed corsideral'le h

10, Tfhe shortage of petrol and tyres ard drivers has led to
drastic cuts in publie service recac transrort, e

alstances. Fuel consurrtior, of vehicles ir these

cvt by abouvt 40 per cent,

i1d « Private rotoring nas, of course, been cut ruch pore severel:
oince June 1942, petrol has been available to private rotorists only

on procf of reed; a ration is perritted only to doctors, officials

fravelling on business and the like. The wveekly consunmption of retrc

Ly private cars ard motor cycles had thus teen reduced fror 47,600
tons in 193¢ to 6,000 tons in 1943, or about one-eighth of the pre-
war levelsy if purely rersonal corsurrtion be considered, excluding
professional and business use, the cvt is from 513 rillion Fallons
in 1938 to 7.6 in 1943, or to a corparative level of 14 per cent,
The number of care licensed has fallern fror 2,034,000 in August 1939
Lo 735,000 in lay 1944, and the nurber of rotor cycles from 418,000

to 117,000,

The suprly of new bicyecles has beer recveced oy 55 per cent,
the usa e of the existine stocl. has freatly increased, and the
-uprly of tyres of inferior quality to cyclists has rearly doubled.
nls is an inevitable resvit o1 the curtailment of public transport

°nd the drastic cut in private motoring.
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Total Sugrlies. Suprlies of rarufactured ¢oods have becomne
progressively $carce, Some, such as clothirg and soap, are rationed;
others, such as furnituvre, are obtainable or.ly by rerrity others
terd at intervals to disapprear from the shops altogetherj; 1in some
cases (e.g. kitchenware) the supply ruvst ther be stepped up; others
again, such as newspapers, are in reasonably plentiful suprly, but
cither the buyer gets & much smaller article for the preswar price
or the product is taxed very heavily, Rationing anc price control
limit exrenditure on necessities, and the great volume of public
rurchasing power eats up the supply of uncontrolled goods as 1t
eprears, the State taling a rake-off both in purchase tax on such
products ur to 100 per cent, and by 100 per cent., Excess Frofits Tax,
14, Chanre in crvality and indeed of the nature of goods surrliec
to.the putlic makes reasvremert difficult, but the following table

shows the estirmated personal expenciture on marufactured gcoodss

A

Changes in the Volume of DXrenditurc on Consumer COOGS

(3 millions at 1938 prices)
Clothing 176¢€ 1788 1500 1108 1092 1036
Household r00dsl096 1040 £12 £G2 416 3652
Other poods £76 R76 772 632 516 500

Total 3760 3704 3084 2332 2024 1888
These expernditures were rade by a civilian population some 74 per
cert. sraller thar in 1938, But they incluvde all purchases made by
. erbers of the British and asllied armed forces, i.e,, everthing which
Servicemer in Eritain do not receive in kinds they also include all
surrlies to N,A,A,F,I,, canteens, hosritals, ships! stores, etc,
Purchases made to rerlace blitzed possessions are, of course, included
y) Proadly, rurchases of rarufactured goods had fallen ty one-

~
4 .

nalf in 19433 the 1944 suprly may not bte very different. Dut the
sctval level is not the whole story; suprlies have now been very
scarce for three years, and as wardrobes and domestic stocxs becore
¢xhausted, the effects of shortage grow curulatively., In 1941 1t was

not difficult to marage with a clothing suprly of 60 per cent, of pre-

wars irn 1944 the whole order of hardship is different, In the five
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years of war, assuming 1944 the same as 1943, the population has
received only three years' normal svpply of clothing, something over
two years' supply of household foods and some 34 years' supply of
other goods, This shows a backlog of re-equipment, towards restoring
sone parts of which a beginring must soon be rade.

16, glothing, Clothing rationing was introduced in mid-1941,
and the aggregate volure of consumption was, in 1943, about 42 per
cent. below rre-war, DBoots and shoes, however, fell by only 28 per
cente The following table shows the average nurbers of certain
garments purchased on the current ration by adults not receiving the
lridustrial supplerent, This is expressed as a rate of purchasej as
stocks are now pretty constant, this reflects accurately current
production possibilitiessg=-

Men women
(18 and over) (18 and over)

Overcoats and rainwearssesscessecsee 1 in 43 years,,., 1 in 2-3/4 year:
Outerwear (i.,e., suitsy or jackets

with odd trousersj; costumes;

dressesy or odd skirts or

slacks with jacket or blouse).e.... in 2¢ years... 1 in 9 ronths
BRI 000060000000 0000000008000804 in S months
Under garments(all kinds,

including corsetS)eceeseeesssseess 1 in 9 ronths..., 1 in 4 ronths
BOCKS and SLOOKINER s cccvttssossonass in ¥ menths... 1 in 27 ronths
L 1ENtWeaAressasevveseessssocessanesee 1 in 4 years... 1 in 4 years
Footvear(all types, including

S1ippers)esceeesvcesesccsccsesescee 1 10 13 months.. 1 in 8 morths
I'he ration in 1944 is 48 points, or 58 for industrial workers, with
speclial allowarces for certain types of worker, It is estimated
that suprlies will have to increase to permit a ration of at least
100 points a year before it is possitle to stop rationing.
17 . Household poods. Consumption of household goods - furnitur
nardware, hollow=-ware, crockery, soap, electric larps, etc,=- had
0y 1943 fallen below one-third of the 1938 level. These supplies had
to reet the derand of hospitals and other institutions, as well as
that of personal users; personal supplies had to cover the losses

of existing stocks throuch enery action, larny tyres of goods,
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especially those of the best quality, are no longer available, and
the range of designs frorm which the consumer can choose is rmuch
narrovers both these factors tend to make the consurer's position
even worse than it aprcars from the reduction in total supplics,
1€ Supplies of furnishings (including furniture, upholstery,
carpcts, curtains, etc.), were by 1942 only some 20% of the pre=-war
level. Curtains, towels, kitchen cloths have all to be met within
the units of the personal clothing ration, The production of
furnitvre for private hovseholds is confined tc wooden "utility"
rodels, nrne of which are uvpholstered. his is issved only to people
sctting up house, including those who have teen bombed, or to parer.ts
recdine a bted for a growing chilédy LDLven then, ar allovance to a
borted out courle, for exarrle, would be exhausted by the rurchase
of only onc double bed, one kitchen tatle, four upright cheirs, one
iressing chest, one arrchair, one set of book-shelves. Lven this
scanty allowance is reduced where aprlicants have some furniture;
and generally derands carrot be satisfied without consideratle delayy

Supplies of wool carpets ard ruvgs have been cut to 49, of the rree-war

lovel, felt base to 167, linolecur anc substitvtes to 17%, woollen

blarkets to atout 324, The produvction of shcets would provide only
one pair per person in 30 ycars,

19 Surrlics of domestic hardware in 1943 were about one third
or pre-war, The manufacture for civilian uses of roct electrical
household aprliarces, alurinium hollovewarc and lawnrowers is, of
course, prohitited, Orly sirrle forrs of electric-lirht fittings arc
perritted, and refrigcrators may be licersed only orn urgent redical
srounds. A lirited outrut of cookers (7% of the rre-war level), fires,
kettles and irons was permitted in 1943, almost entircly for
irstitutions. Procduction of domecstic hollowe-warc was reduced too far
in 1941«42, arnd it was nccessary in 1943 to restore suprlics te about
onc=half the pre-war level; the 1943 suprlics, on the asesvmption that
two=thirds of the output went to private consurers, were cquivalent
to on: kettle for each houschold in 31 years, one saucepan in 1 3/4
vears, ond one bucket in 4 years,

20, Supplies of table-knives in 1943 were 18% of pre-war, and
of spoons and forks 1043 at this rate, each private citlizen covld

buy onec knife, spoon and fork about cvery 20 years, Other houschold
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goods 1n short supply include china and glassware, nousenold brushes
and brooms .(40% of pre-war), and matches (55% of pre-war).

<l In the pictvre of houvsehold goods, the laclt of naterial for

A

repalr-vork, and the acute shortage of srares anc¢ raterials 1is

A

slgrificant, ‘/hen a hovsehold arpliance breaks dovrn, an interval

N .

0L vieeks may elapse bLefore it can be reraired., It is extrerely

difficult to get suprlies of timbter and cther materials for work

atout the house.

22, Qther goods. The heterogereous collection of "other poods",

which in 1938 rerresented nearly one-quvarter of expenditure on
rarufactured goods, has followed diverse patterns. PFProduction for
civilian use 1s prohibited over a wide range, including erarmophones,
riaros, cameras, polf and ternis talls, mary tyres of leather goods,
nearly all farcy goods, jewellery (excertine wedding rings), and many
tyres of toyss oore licenses, however, have had to be issved to
cover smallescale producticn by reople vho mere considered ursuvitatle
for transfer to rore eseential vork,
238 Aront goods of which produvection 1is still perritted there
nave been cuts of varylrg cegrees, TI'or erarrle, surrlies of lead
rercils are 70{ of prre-war, razor blades 62%, grarophone records
(rainly for institvtions) 99%, toothbrushes ©4%, shaving brushes
249, penknives 23%, fountain pens 21%, urbrellas 10%. The 1943
surrly of radio valves for rerlacements for a radio porulation of
Ceb rillion sets, was 31 million,
24 , Clociks anc vatches were nearly all iprrorted fromr Lurope
tefore the war, and suprlies for civilians have been almost negliriblc
for some years, The shortage of alarr clocks was so serious that
svprlies had to be imported under Lend-Lease, beirg released at
irst orly against permits issuved to peorle on essential work who
regularly had to rise before 5 a.m,
sxperditure on bocks, magazines and rewsrapers hasincreasec;
.ne arrual rurber of newsparers boucht rer acuvlt civilian has risen
ut the nurber of ragazines has fallen from 2¢ to
sold is proba’'ly not ruch less than €5% of pree-

rery, Lt the rairtenance of sales has been rossible only by the

virtval exhavstion of prre-var stocks, The size of these publications
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. has been drastically cut; the daily newspaper has 4 pages, some-

times rising to 6, and the consumption of newsprint is less than
one=quarter of the pre-war level; likewise the book trade has been
maintained on a 43 per cent, paper allocation.,

Ve  DRINK AND TOBACCO

26, The same tendency 1s very marked in the purchases of drink
an<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>