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Britain's Post-War World Strategy and the ‘One-World Economy’:
The Attlee Labour Government’s External Economic Policy, 1949-51

by
YAMAGUCHI Ikuto

In 1950 the Attlee Labour government realized that post-war Britain's
prosperity, safety and its status as a great power could be secured under the
‘Western System’. The Western System would be enhanced, politically, through
developing the Anglo-American special relationship and the Atlantic Community
and, economically, through supporting a single multilateral trade and payments
system covering the Sterling Area, North America and Western Europe.
Enhancing the Western System would also serve to contain European integration
so as not to undermine Britain's position as a principal ally of the United States.
This article concludes that consolidating sterling as an international currency had a
crucial role for Britain’s world strategy, in other words, developing and enhancing
the Western System. Though Labour ministers found the Sterling Area
connexions very important to overcome dollar shortage and were concerned about
the ramifications of sterling convertibility on their full employment policy, it is too
much simplification to understand the Attlee government’s sterling policy as the
inwards Imperial and Sterling Area policy.

This article reconsiders the Attlee government’s external economic policy from
1949 until 1951, and especially examines ‘Fundamentals’ Anglo-American economic
discussions, the establishment of European Payments Union, the London
Conference of Foreign Ministers (May 1950) and the discussions of the OEEC
Third Report in the summer of 1950. Finally, this article reveals that the Attlee
Cabinet considered Rearmament (initiated in the autumn of 1950) as an
opportunity for establishing British leadership in the Western economy, while they
could delay facing the full ramifications of sterling convertibility.
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