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Devaluation no Panacea 

u nder  the  p ressure  of the  rapid de te r io ra t ion  of the  Bri t ish exchange  s i tuat ion,  
Mr Wi l son  decided on a deva lua t ion  of the  pound.  Af ter  the  fai lure of the con- 

t rol led expans ion ,  this  measure  could no longer  be  evaded.  The  deva lua t ion  is ga in ing  
special  s igni f icance  wi th  r ega rd  to Bri ta in ' s  p l anned  EEC membersh ip .  For, t he  oppo- 
nen ts  of an  accession,  r anged  a round  Genera l  de Gaulle,  n e v e r  left  room for doub t  tha t  
the new pa r tne r ' s  economic  r eo rgan i sa t ion  is the  most  impor tan t  p re requis i t e  to Bri ta in 's  
admission.  Therefore ,  the  pound  deva lua t ion  was often in t e rp re t ed  as the  en t r ance  
fee to be  paid  by  Britain. But will this  rea l ly  suffice to b r ing  the  coun t ry  the  anx ious ly  

des i red  s tab i l i ty  and  economic  growth?  

It is true, the  decl ine  of expor t  pr ices  and the  r ise of impor t  p r i c e s - - a s  a consequence  
of the  d e v a l u a t i o n - - w i l l  en ta i l  a shor t - te rm improvemen t  of the  t rade  balance.  But 
s imul taneous ly ,  pr ices  for impor ted  raw mate r ia l s  and  semi-f in ished products ,  which 
are  n e c e s s a r y  for the  p roduc t ion  of expor t  goods, wil l  rise. Moreover ,  t he  upward  
m o v e m e n t  of l iv ing costs  may  resu l t  in an  aggress ive  wage  pol icy by  the  t rade  unions.  
A nd  the  poss ib ly  i nhe ren t  a d v a n c e  of p roduc t ion  costs  will p robab ly  in the  long  run  
j eopard i se  aga in  the  i m p r o v e m e n t  of the  t rade  posit ion,  which at any  ra te  depends  not  
on ly  on prices.  There  seems to be l i t t le  sense  in w a n t i n g  to cure  the  insuff ic ient  
compet i t ive  pos i t ion  of the  Bri t ish economy mere ly  by  cor rec t ing  the  exchange  rate.  
For its causes  are  ma in ly  of a s t ruc tura l  character .  Therefore,  a long- te rm p l anned  

s t ruc tura l  pol icy  mus t  supp lement  the  devalua t ion .  

So, if a durable  amel io ra t ion  of the t rade  ba l ance  mus t  be  ques t ioned,  this  is appl icable  
to an  e v e n  g rea te r  ex ten t  to the  ba l ance  of capi ta l  t ransac t ions .  A l r eady  now, fu r ther  
long- te rm credi ts  to back the  pound are  indispensible ,  the  r edempt ion  of which inevi-  
t ab ly  burdens  the  ba l ance  of paymen t s  anew. Moreover ,  due to the  Brit ish pound ' s  
func t ion  as an  in te rna t iona l  r e se rve  currency,  there  exis t  m a n y  shor t - te rm obligat ions.  
The sudden  wi thd rawa l  of these  means  will  t ime and  again  prec ip i ta te  new cu r r ency  
crises. This  can  on ly  be  avoided,  if Britain,  on the  one  hand,  effects the  funding of i ts 
obl igat ions  and, on  the  other,  abandons  the  bu rden ing  r e se rve  cu r r ency  function.  

The deva lua t ion  m e a n t  on ly  cur ing a symptom, a measure  which ce r ta in ly  is n e c e s s a r y  
but  not  at  all suff ic ient  for the  coun t ry ' s  economic  reorganisa t ion .  If Bri ta in in tends  to 
reach this  aim before  jo in ing  the  EEC, economic  pol icy  mus t  s tar t  a t  the  source  of the  
chronical  crisis. But even  then  the  road to the  Common M a r k e t  is b y  no means  open. 
Fur the r  g rea t  concess ions  will be  impera t ive  above  all in the  pol i t ical  sphere ,  for the  
EEC is to be much more  than  a free t rade  area  pure  and  simple. The u l t imate  a im of the  
EEC's deve l opm en t  is the  poli t ical  i n t eg ra t ion  of its m e m b e r  s ta tes  wi th  each other .  
F rance  be l ieves  tha t  Bri ta in would d is turb  the  equi l ibr ium es tab l i shed  b e t w e e n  the  
Six and thus p r even t  the  progress  of i n t eg ra t ion  be tween  them, for it s tands  to reason  
that ,  the  more  candida tes  for in tegra t ion  exist,  the more  difficult  grows any  uni f ica t ion  
of basic  assumpt ions  and act ions,  especia l ly  if the  UK should insis t  on cont inu ing  to 
p lay  its par t  as a big power,  and  if a la rger  n u m b e r  of EFTA members  ob ta ins  the  
admiss ion  to the  EEC. If we wan t  to make  the  EEC a communi ty  tha t  is more  than  the  
sum tota l  of its members ,  all its member s  mus t  cede  a la rge  par t  of the i r  s o v e r e i g n  
powers  to the  EEC Commission.  S t ronger  powers  of the  Commiss ion would  be  synony-  
mous wi th  the  a d v a n c e  of in te rna l  in tegra t ion ,  enab l ing  the  Communi ty  to h a v e  a 
g rea te r  say  and  to act  more  forceful ly  towards  the  outs ide  world.  It would  the re fore  
be  t imely now for the  EEC member  s ta tes  to requi re  Bri tain to proc la im its wi l l ingness  
to comply  wi th  these  condi t ions  unambiguous ly .  A first  impor tan t  s tep has  b e e n  taken,  
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