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Experiment in Chile 
By HERMAN FINER 

Chile's example must be of interest for other undeveloped 
ureas, including parts of the British Empire, which face 

similar problems. . . 
S I X C E  1939 the Government of 

Chile, home of a traditional 
raw material" or "colonial" econ- 

omy, has taken broad and powerful 
' action to modernise, industrialise 

and diversify her economy and,to 
achieve a generally higher plane of 
production. The  responsibility 
for this has been enmsted to a 
special Chilean Development Cor- 
poration. The  precipitating factor 
in the establishment of thk Coroor- 

' I  

condition of- the, balance of inter- 
national payments. ' 

(b) T o  carry out, in collabora- 
tion with promotion institutions 
(public, semi-public or private), 
studies intended to discover the 
means most adequate to create new. 
production or improve existing 
means, improving the conditions 
in which they develop as to quality, 
yield and cost of production, and 
studies intended to facilitate .the 

ation was the shocking earthq;ake transport, warehousing and sale of 
of 1939 when 30,000 people were products. 
killed and 50,000 injured. Hardly , (c)' To conduct eiperiments in 
any buildings in the cities of Con- production or commerce. 
cepcion and Chillan remained (d) To aid the domestic manu- 
standing. Two problems imme- facture or +e import of machinery 
diatcly arose: repair of the and other materials for produc-. 
damage, and the means for re- .tion. 
habilitation, having regard to the ' (e) T o  propose and aid in the 
immensity of the blow to wealth adoption of measures intended to 
and industrial capacity. increase the consumption of na- 

The  corporation is a public- tional products or to obtain a 
.law corporation. and as such is greater., participation of Chilean 1 
endowed with wide' autonomy of interests in industrial and com- 
enterprise and decision, and free- 
dom from customary controls by The  plans, are based on sober. 
Government Departmcnts. I t  is ~ ca!culation, foresight, and no 
directed by a council of 25 mem- Utopian vaulting beyond the ' 

bers, widely representative of the country's natural resources. To 
Government and various organisa- dome extent effort has been diffused 
tions of public and private enter- owing to the need to show imme- 
prise : a two-thirds vote is required diate . results, ' but even its ' ' 
for approval of the.gcnera1 plans of achievements to date, with the 
development which it is its duty to steel mill now assured, would be 
prepare. 1 he purpose! are, as ample justification for its exist- 
follows :- ence ; ' while in ten more years of 

( U )  To draw up a general plan steady progress a real transforma- 
for the promotion of national tion of Chilean economy may he 
production, and to im?rove the expected. 

. 

mercial activities. 

. 

-. 

. .  
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2 ECONOMI 

I t  was generally accepted that a 
development corporation needs 
freedom of initiative and security 
of finance-a lesson taught by 
experience of development works 
elsewhere. With the exception of 
the hydro-electric scheme which is 
administered through a sub- 
sidiary, and of the ownership of 
certain agricultural machinery and 
stocks, the Corporation operates 
through private enterprise. The  
sum at present available is a 
revolving fund, since the corpora- 
tion sells its interests as soon as a 
business is sufficiently established, 
and, in spite of occasional losses, 
makes a substantial general profit. 
An exact calculation of this profit 
is not available, but it is estimated 
to he between 12 and 15 per rent. 

* The  development activities are 
very diverse, but they are knit 
together :in an integrated plan 
towards increased production. 
Some of the commitmeng have 
been very.srnall. The  scale of the 
Corporation’s operations depends 
essentially on the amount of money 
available. The  fundamental finan- 
cial problem at the root of difficul- 
ties in Chilean development must 
he emphasised. Large as is the 
capital available to the corppation 
in relation to the wealth ,of the 
country, and to previous develop- 
ment efforts, something like 
five or six times, the amount is 
required to do the job as it needs 
to be done. Therefore, in spite of 

.the substantial and continuing 
credits by the Export-Import Bank 
of Washington, and the wise. busi- 
ness sense with which these have, 

, been graixed, the Corporation 
. still needs substantial additional 

capital. This cannot possibly be 
obtained frbm Chilean sources 

I 

* 
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alone, or even in large measure. 
Their people have very small 
incomes (approximately a third 
of the population suffers from 
“serious” or “desperate” malnu- 
trition). Obliged to live from hand 
to mouth, they cannot save and 

scale enterprise is lacking. 
FO; Chile, and for countries like 

Chile, the difficult question is, 
“Where is the money to come 
from ?” Continuous loans from a 
single country, however generous . 
the terms may be, mean the stipula- 
tion that purchases shall he made 
only in the lending country. It 
might he better to diversify the 
sources of imports, since it is 
certainly necessary to diversify the 
destinations of Chilean exports. 

There is another question : sup- 
posing the loans are forthcoming, 
how much could a poor economy 
absorb ? That is, how much could 
it use and pay for in interest and 
capital repayments ?. I t  is estimated 
that Chile could absorb installa- 
tions to the value of 20 million 
U.S. dollars a year. 

In April 1944, the Minister of 
Economy declared : “ T h e  Govern- I 

capital the greatest facilities for 
investment in Chile, granting suffi- 
cient guarantees and assuring the 
return of legitimate profits. All 

*capital for the development of our 
natural resources or the creation of 
new sources of work and wealth 
will be received by the country as a 
precious contribution to progress 
and will obtain the treatment it 
legitimately should be given.”- . 
From “THE CHILEAN DEVELOP- 
MENT CORPORATION”. Published by 
I.L.O., MONTREAL; 2s. 

. b’, 

therefore cannot invest. Large- > 

ment is disposed to give foreign I 

I ~ 



Manpower Movements 
THE P.E.P. broadsheet, PLAN- 

NING-MANPOWER MOVEMENTS, 
raises a number of important issues 
and makes some interestingsugges- 
tions. 

“Has productivity increased in 
1947 ? No official information 
has yet been forthcoming. T h e  
Economic Sumq stated bluntly : 
‘The nation cannot afford shorter 
hours of work unless these can be 
shown to increase output per 
man-year.’ According to the 
Ministry of Labour Gazette, 
during the first ten months of 1947 
‘changes in hours of labour reported 
to have come into operation in the 
industries covered by the Depart- 
ment’s statistics have resulted 
in an average reduction of about 
31 hours a week for about five 
million workpeople.’ Have these 
reductions been ‘shown to increase 
output per man-year,’ o i  even to 
have some effect in attracting 
workers to undermanned indus: 
tries? If not, whether they 
resulted in an actual reduction of 
hours,  worked or simply in an 
increase in the proportion paid for 
at,overtime rates, their chief effects 
on the nation’s economy may have 
been an increase either in the 
general ’inflationary pressure’ or in 
costs per unit of product. . . . 

“Obviously . manpower move- 
ments cannot of themselves solve 
the problems of an economy. 
Economic planning is concerned 
a i th  the interaction of the ‘Five 
Ms’-Men, Management, Ma- 
chines,~ Materials and Money 
(to which Ministries should now 
perhaps .be. added as a sixth). 
Better management .and more ma- 
chines can solve some of the 

3 

problems by increasing produc- 
tivity in certain sectors without 
any movement of labour between 
industries. I t  may, equally, be 
positively harmful to the economy 
to shift workers from those rela- 
tively non-essential industries in 
which shortages of materials and 
plant present no national problem 
to essential industries which can- 
not be provided with the plant and 
materials to employ them effi- , 
ciently. Manpower, .import, in- 
vestment .and . financial policies 
have to be co-ordinated. Thus, 
while it is to some extent possible to 
iqlate. manpower policy for the 
purpose of analysis, it will always 
be meaningless to say that a par- 
ticular . manpower policy is good . 
per s e ;  its value (whether in the 
economic or the social sphere) will 
depend on its appropriateness. in 
relation to the other policies and to 
the general aim of all of them. . . . , 

“Britain’s economy is so fa? out 
of balance that a major operation is 
now required to direct productive 
effort into the channels through 
which it is most likely to meet 
immediate needs (primarily : more 
coal.and steel, more food and more 
exports). Yet nothing must be 
done in the course of the operation 
so drastic as to prejudice the 
flexibility of the system in the 
future to a dangerous 6xtent. . . . 

“Present requirements are : 
(i) T o  bring about an imme- 

diate improvement in the 
‘bottleneck‘ industries ; 

(ii) To expand production (as 
distinct from productivity) 
in industries producing ex- 
ports, import substitutes 
and certain consumer goods,. 

. 
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of which a shortage would . 
cause’ a lowering of ‘basic 
living standards and of 
which an increased supply 
would provide an addi-, 
tional incentive to earn ; 

(iii) To increase output per 
man-hour as far as the 
concentration, of investment 
on (ii) above permits, and 
where necessary to increase, 
hours of work ; , 

(iv) T o  restrict production in . 
, those industries which 

compete for labour and raw 
materials with the industries 

“In some of the industries n,hich 
are being ‘calldd on to expand 
output, improvements in the quality 
of products (necessary, in any cas’e, 
if export markets are to be re- 

‘ tained) might even prove an eco- 
nomical substitute for part of the 
increased output ,now demanded. 
Among household metal goods, for 
example, there are many products 
whose quality is so deplorable tha t  

‘replacements have to be bought 
far more frequently than should be 
necessary. Some of these are 
clearly the products of unscrupu- 
lous manufacturers taking advan- 
tage of the times to ,make high 
profits out of shoddy goods. But 
others are due to bad training of 
workers, inadequate inspection and 
quality control, and false economy 
in materials.” 
. Methodsbf adjisting deficiencies 

of .production in undermanned 
industries without inter-industrial 
movements of manpower include : 

“1. An increase in output per 
man-hour, as a result of 
(a) better organisation ’ of 
production by management, 
(b) the use of more or 

. , ,  ’ better machinery, or 
3 6 5  

’ mentioned above. 

, 

(c)  a voluntary increase in 
’ ’ effort, due ‘to improved 

worker-management rela- 
tions, national appeals, or 
material incentives ; 

2. A moFe efficient use of the. 
products of the industries 
concerned ; 

products. 
\ 3. Improved quality of the I 

“If all these fail, there is left‘only , 
the working of longer hours,*which 
may be necessary as a last resort.” 

In discussing the volume of 
re-distribution, attention is drawn 
to the fact that there is no longer 
the same pool of unemployment 
to draw upon as existed before the 

“Further, .owing to the low 
birth-rates of the past +d the 
raising of the‘school-leaving age, 
the number of young people enter- 
ing industry (in the long run, the 
most, effective medium for redis- 
tributing the balance’ of labour 
between industries) is considerably 
smaller than it has been during the 
past years. No substantial increase 
can be foreseen before 1957-59, 
and the entry will decline still 
further before then. 

“The following table, compiled 
from figures in the Ministry .of 
Labour Gazetle .for November, 
shows the numbers of juvenile 
entrants info insurable employ- 
ment. during each of the years 
1937-38, 1945-46 and 1946-47 :- 

war. , .  

. 

“The difficulties arise not from 
the fact that large numbers are 
required, but from the unattrac- 
tiveness of the jobs and from such 
problems as housing in areas ?hose 



MANPOWER MOVEMENTS 5 

industries urgently need workers. Registratibn for Employment Or- 
This, however, raises a rather der, backed by the existing indirect 
diffirent set of considerations. The  controls, will succeed in making 
difficulties likely to arise from the ‘up the labour deficiencies in the 
housing ‘bottleneck’ should cer- undermanned essential industries. ’ , 
tainly have been foreseen a long A rush of workers to the essential 
time ago and a realiy effective industries in the early stages of 
priority given to mining and agri- Control of Engagement was to he 
cultural areas from the start ;. it expected. In  the event, the less 
seems likely that the earlier leaning essential industries have shared in 
towards the idea of B ‘general the increase in recruitment, which 
labour shortage’ rather than to- suggestsa general ‘dash for cover’.. 
wards a realisation of the urgent ‘<The maintenance of full em- 
need for labour redistribution was ployment will always involve the 
partly responsible for the spreading fisk of dislocation due to ‘bottle- 
of the building programme over too necks’ ; it is likely always to 
wide a field. In any case, if the involve at least a mild degree of 
required numbers of .extra miners, ‘inflationary pressure’ ; and it will, 
textile workers and agricultural therefore, always necessitate 
labourers cannot be housed where ureS to the rigidity of 
they are wanted, then it would labour distribution. T o  believe 
clearly be futile to seek to recruit othenvise is to ,,,isjudge 
them ; not even total direction Of pleteiy the implications’ of fun 
labour would solve the problem.” employment. 

Discussing the effect of the “This is the crux of theproblem. 
Control of Engagement Order, ‘ e l t  is bad enough h a t ’ t h e r e  

should be widespread doubts as to 
“Tho!e people who are atpresent d ie ther  the maintenance of full 

unoccupied may provide a. few employment is possible. But it is 
recruits to the essential industries, terrifying that so ,many peop!e 
but it cannot be thought that the should question whether it 1s 
numbers will go very far towards desirable. 
solving the problem. Given the ‘‘The is hat such doubts 
Control of Engagement Order, the breed the sort of behaviour which 
Registration .for Employment Or- makes nonsense of plans to increase 
der was Probably necessary a5 a productivity and redistribute la- 
Psychological reassurance bour. They lead to obstructive , 
workers affected by the former. tactics on the part of workers 
But it is unlikely to make !We asked to accept foreign immigranta 
numbers of workers available for as work-mates, and’to the mai,iten- 
steering into essential industries. mce of restrictive practices de- 
In  any case, of course, there muSt signed to make jobs last longer. 
be accomPanYmg meaSUrrS to en- Worst of all, they encourage em- 
Sure that useful emPloYment is ployers in a hankering for the old 
available for them at the right days when mass unemployment 
times and in the right places. . . . provided a permanent resen’e pool 

“On balance, it is at least open of labour, with the result that they 
to question whether ths Control tend to mark time, in anticipation 
of Engagement Order and the of a return of similar conditions, 

3 6 6  
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instead of getting down to compre- farm Gorkers for example, is put 
hensive reorganisation based on forward as a possible solution of 
acceptance of the existing labour the apricultural problem. I 
sho&ge. . . .  

“It is necessary first to convince 
workers that there are always 
going to  be jobs for everyone. 
Secondly, it is necessary to con- 
vince workers that a degree of 
mobility between industries is per- 
manently needed if full employ- 
ment is not to prejudice the 
efficiency and adaptability of the 
economy.” 

Dealing with alternatives to la- 
bour controls, the broadsheet 
goes on to make some tentative 
suggestions. Some sort of wages 
policy is overdue, and also an 
incentives poucy supplemented by 
other devices ; land-holdings for 

- - 
Stress is laid on the need for 

research into the statistical, geo- 
graphical, industrial, social and 
psychological factors affecting la- 
bour distribution and mobility : 

“The power to control the 
movement of the country’s workers 
has been granted to the Govern- 
ment for a limited term only. 
Unless alternative methods can be 
found before it .expires, some 
measure of direction will be per- 
manently associated with full em- 
ployment.” 
Extracts from P.E.P. BROADSHEET, 
VOL. XIV, No. 276 OF PLANNING, 
29. 

I 

Government Spending Analysed 
How each e went in 1947 

L S. d. 
National Debt Services ’ , . , . . .  .. .. . .  3 1  

Supplv services- 
Other consolidated fund sayices .. . .  .. . . .  2 

, .  

Diienee . . _ .  . .  . .  . .  .. . .  .. 
Central Government and Finance . . .. . .  . .  
Fdreign and Imperial . . .. .. . .  .. . .  
Home Department, Law and Justice . , . . .. . .  
Education and Broadcasting’ , . .. . .  .. .. 
Health, Housing, Town Planning, La+ur and National 

Insurance , , . . , .. .. . .  .. .. 
Trade, Industry and Transport .. .. . .  .. 
Common Services Works, Stationery, etc.) . . . .  
Non-effective charges (pensions) . . .. . .  .. 
Exchequer contributions to local revenues . . . .  .. 
Supply, food and miscelloneous services . . . . . .  
Revenue Departments (excluding Post Office expenditure 

met from revenue) . , .. .. .. . .  .. 
Surplus of revenue over expenditure . . .. .. .. 

.. 

5 2  
1 
4 

. 2  
1 1  

2 3  
1 1  

6 
7 
5 

3 4  

.. 2 
1 7  

E1 0. 0 - 
H ~ S A B D ,  February 27, 1948 
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France and tbe Economic 
Recovery of Eurape 

BY ANDRE' PHILIP 
' M. Philip's proposals for European recovery represent a 

view widely held in France and repected in recent on- 
nouncements about control of the Ruhr. . .  

must not be forgotten that ports. Thus, the entire economic 
France emerged from this .war situation in France is dominated by 

'much more weakened than from the need for the modernisation of 
the First \\'orld War. True the industry, the deyeloprnent of scien- 
amount of material destruction did tific working methods and a general 
not total much more than last increase in production. I 

this effort. The  Labour unions was occupied and isolated from the 

no replacements of machinery made if the average working time at 
present is not more than 45 hours, during a four-year period, but 

plant was abused and that is because the available sup- 
worked to breaking point. That is plies of raw materials and power why it can be said that the problem do not permit more, ,l'his is the 

real bottle-neck of French economy. of France to-day is not only 
Everything is held up because of reconstruction, but modernisation 
the shortage of. steel, which is and the creation of almost entirely 
directly due to the inadequate new means of production. 

French output of steel was 9.7 been made along these lines. In- 

95 per Of the 1933 figure' But 5.8 millions. More steel means the . 1938 was a year of economic possibility of increasing thc use of crisis in France. The  1929 level farming machinery and furnishing 

higher.. Since the liberation pro&,cts they , , ~ d ;  and ti,at is the 
France has embarked on an exten- way to solve the food 

More steel would permit a general sive programmc to raise her pro- 
ductive capacity, but the French rise +, production and an increase people will not reap the benefits for in exports. a long time. For the moment they 
still lack essential consumer goods Only the coke of the Kuhr will 
and housing. Exports are still permit French industries to recover 
completely inadequate. After rising and her metallurgical industries to 
sharply from one billion francs develop Europe. I t  would pay 
worth in January 1946 to 12 billions, better to use the ,coke for the 
in June 1947, they fell in Sep- development of the Franco-Belgian 
tember 1947 to 8+ billions, as metallurgical industries rather than 

' against 22+ billions worth of im- to concentrate everything again in 
3 6 8  7 2 5  

time, but this time all of France Everyone realises the need for 
Of the world' Not Only have accepted a 48 hour w&, and 

Substantial progress has already supply of coking coal, In 1929 

dustrial production has reached million I n  1947 it only 

Of production "'as 25 per cent' the peasants with the industrial 
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the Ruhr.. The  steel obviously' the Tennessee. Valley Authority. 
must be produced in \Vestern Such is the main tenor of French 
Europe with German coal and opinion on the reconstruction of 
French iron ore. But to produce the West. 
one ton of. steel you need three We welcome Anierican invest- 
tons of ore and only two tons of ment and any measures of any 
coal. I t  is therefore more cconom- kind that will ensure the most rapid , 
ical to bring the Ruhr coal to the development of international ex- ' 

Lorraine ore than to send the ore changes between the European and 
to the Ruhr., American continents. But our en- 

The  Ruhr supplies the lifeblood tire reconstruction problem is 
of all Western industry, and no bound up with the problem of 
mattei what we may do in the coke and how to let Europe be 
future the master of the Ruhr will dependent pn the Ruhr without 
be master of economic life io the letting her be dependent on a 
West. If we wish to re-build powerful Germany. The  solution 
Europe, the Ruhr must become is to shift some of the Ruhr steel , 

the  collective^ property of the production to French mills-and 1 

Western states, and its administra- to put the Ruhr. under Western 
tion must be ensured by a strong control.-Extracts from FOREIGN 
Rhine Valley Authority similar to AFFAIRS, U.S.A:, ranuary, 1948. 

Tuxes and Subsidies 
BY PROFESSOR J. HENRY RICHARDSON 

In  discussions on the cost of living subsidies insufficient attention 
is given to their effects in relation to those of purchase taxes. The  
subsidies and taxes were introduced for different reasons, but instead 
of being part of a consistent policy they largely neutralize one another 
and both distort the,national economy. The  subsidies reduce and 
the purchase taxes increase the cost of living. Also, in effect, pur- 
chase tax revenues are used to meet the cost of the subsidies, so that 
what we receive for one pocket is taken out of.the other. 

If subsidies and purchase taxes were both substantially reduced 
little change in.the cost of living would result, and therefore no basis 
would be provided for demands for higher wages. 
would be to select for removal or reduction those subsidies which 
have least effect in keeping the cost of living down and those taxes on 
necessaries which have the greatest effect in ,keeping it up. Such 
changes would have considerable advantages in bringing selling prices 
into closer relation with costs of production, thereby contributing 
towards a rcturn to more natural and healthy economic conditions. 

In this connixion it would be useful if the Government, in addition 
to publishing information showing the amount of the cost of living 
subsidies fo? each member of the community, would also issue state-. 

. mcnts similarly of the amounts paid in purchase taxes, showing the 
tax payments for necessaries and ordinary comforts separately from 
those for luxuries.-Leffcr to TIE TIMES, February 23, 1948. 

T h e  best method' 

I 

I I .  

, 
, 
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66,Principles of Management ”* 
BY M. A. CAM~RON 

.. 
his introduction MI. Cameron men ; one a membcr of the work- 

Insubmits that scientific methods ing group and elected by it, leading 
which have revolutionised techni: the group from insidc and respon- 
cal processes should be applied to sible. with the group for time- 
Management itself. Practical ex- keeping and attendance, quality 
periense is necessary to make a ‘and quantity of individual work, 
hanager-as it is to make a and co-operation in work plan- 
doctor-but successful ‘manage- ning : the other appointed by 
ment is based on ccrtiin broad management, and responsible for 
and universal principles which can technical guidance, supply of ma- 
be studied with advahtage not only terials, and organising methods. 
by those who seek to rise to I t  has be<n,’proved in practice that 
managerial, positions,. but by all it is possible for these two kinds 
who already occupy them. . of foremen to co-operate effectively. 

Inthe second chapter, Definitions, Results can bemeasured and sup- 
he distinguishes between’Manage- plied to the group, so that there 
ment, Administration and Organi- can be a periodical group audit at 
sation. which members of the .group 

‘‘ ‘hfanagement’ will mean the review their own performance and 
art of guiding an entire under- de‘cide what should be done to 
taking towards its objective, indus- remedy shortcomings.” 
trial. control at the highest or The  keynote of morale discipline 
policy-making level ; ‘administra- is “I shall because, I ought”, which 
tion’ will mean the current hand- contrasts with the “You shall 
ling of the problems that arise in because you must” of military 
carrying out the policy laid down discipline., T h e  third principle,. 
by management ; and ‘organisa- Unity, has two separate but closely 
tion’ will mean. the framework of related meanings-(u) seeing 
duties and responsibilities through things ‘whole, ’ and (b) making 
which an undertaking works.” everyone ’ in the undertakings feel 

The  principles of Management that they are members of one 
and Administrdon arc. tentatiwly team. MI. Cameron claims that 
summarised as “the principles make sense. They  
1. A Cornmod 5 .  Spunof fit together into a coherent whole. 

The  common end requires leader- 
ship to achieve it. Leadership 2. Leadership 6. Co-ordination 

3. Unity . 7. Control 
4. Delegation or (Checking) promotes unity, but has to work 

Functionalism 8. Reseaich throueh functionalism. Function- 

Supervision End 

9. Flexibility 
Under the heading Leadership, 

a distinction is suggested between 
technical foremanship or manage- 
ment and morale management. 
“Under morale management there 
need only be two kinds of fore- 
.George G. Hnrrap & Co. Ltd., London. 
2/6. 

-~ 

alism-or delegation is limited by 
the span of supervision and linked 
by co-ordination. Results are 
checked by control and improved 
by research. Research leads to 
simplification and standardisation, 
which in turn has to be  correctcd 

3 7 0  
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by’ the flexihilit‘y needed t o  apply 
the results of continuing research. 
Here is a foundation on which me 

‘can build with some confidence.” 
The  principles of organisation 

are in part different, though closely 
, related to those of Management and 
, administration. “A good organisa- 

tion is appropriate to the achieve- 
ment o f ’ thc  common end ; ade- 
quately speadised to support lead- 
enhip, and balanced to foster unity. 
It is clear in the line of authority 
and in the details of all functions. 
It provides for a limited span of 
direct supmn’sion, for continuing 
co-ordinatioii and independent con- 
hol.  It provides for research and 
seeks flexibility.” 

The  final chapter discusses the 
scope of the principles as applied to 
privately-owned industry and State- 
owned industry. For the first MI. 
Cameron quoted .with approval 
two extracts from an address by 
Sir Charles Bartlett: “1 think 
that the industrial manager of the 
future will have to regard himself 
more and more‘as a leader of a 
community engaged on a common 

, . and social purpose with an increas- 
ing responsibility to tell the team, 
what it is all ahout-what are the 
objectives, what is the policy, what 
is the success or failure and 
why. . . .” “And what of the 
problem of efficiency in industry 
about which we rightly hear so 
much nowadays? That is to a 
large extent a problem of industrial 
relations and understanding. How 
are we going to obtain that effici- 
ency? . . . By keeping industry 
divided into two armed camps, 
each surrounded by its own pali- 
sade and guarded by its own senti- 
nels-with little formal parties of 
negotiators meeting somewhere in 
the hetween-land, sometime?, 

, .  

! 
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mostly to.argue about division ot 
spoils, ? ” 

I n  dealing with the problems of 
nationalised industries Mr. Cam- 
eron takes the new Transport 
Commission as his example. 

He puts forward interesting ideas 
and many practical suggestions. 
His main conclusions .are epito- 
mised in the ,following extract : 
“Specialised division of labour, 
mass ’ production, and time-and- 
motion study have.all come to stay, 
because without them there is no 
hope of achieving the volume and 
quality of production needed to 
maintain our standard of living. 
But the principlp of management 
outlined in this book can provide a 
means of doing something to 
compensate workers for their loss 
of freedom on the job, for. their 
apparent loss of individual signifi- 
cance, hy encouraging a sense of 
participation and responsibility.’ In  
doing this the principles will also 
go far to abolish industrial feudal- 
ism, and so reduce the contrast 
between political freedom and in- 
dustrial authoritarianism. The  
principles, indeed, place a new 
and much-needed emphasis on 
individualism in an age when 
collectivism is spreading round the 
world, Yet it is an emphasis that 
does not conflict with collectivism 
or with the larger industrial units 
that collectivism create+. TKe 
common end ; effective leader- 
ship ; a sense of unity ; function- 
alism instead of delegation-these 
are principles that apply as much in 
capitalist America as in Soviet 
Russia.. Taken together, they can 
bring to the humblest worker a 
sense of freedom and participation 
that can create a real will to work.’’ 

--C.B. 

. 

1 
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Russia’s cc Marshall ” Plan 
1 Does the Russian Plan for Eastern Europe aim at a closed 

economy, dominated by herself, with intercourse with the 
West only under licence P 

’ 

IT, has bein evident for. some 
time.that the Soviet has em- 

barked on a policy designed to 
establish an Eaitern European 
Grussraum economy with Russia 
herself as the centfe and States of 
Eastern and South-Eastern Europe 
not only as important subsidiaries, 
.but also as Russia’s first line of 
defence. The  aim is thus to 
establish a vast economic unit 
which ultimately would equal in 
power a combined Western Europe. 

Economic co-operation with the 
West is to be maintained, at least 
for the time being, so as to enable 
the satellite count& to carry out 
their national development plans. 
Poland’s three-year plan, fpr in- 
stance, depends for its realisation 
on imports from the West up to 
20 per cent. of ‘the total. Eastern 
Germany does not seem to be’ in- 
cluded in the immediate scheme. 

Thanks to the acquisition from 
Germany of the vast and valuable of some capital-goods-producing 
industrial basin of Silesia, Poland industries, for instance, is to reach 
is now one of the great industrial by next year 250 per cent. of the 
powers in Europe and thus is pre-war level. 
equipped to be the backbone in the A summary issued by the Hun- 
propased structure. In  this she garian BuNetin gives the follow- 
would be well supported by highly ing outlines of present-day planning 
industrialised Czechoslovakia. in Eastern and South-Eastern Eu- 
Other satellites could assist by the .rope : 

Toral in 1nvcrrmanfs 
millions Iota1 in Yearly in , A  

Perid O f n a t i O n n l  MISOMOI millioruof 
currency dollam dollam 

‘Jupmlavin : 5-ycnr p h  . , . . 1947-51 278,303 5.570 1.110 

, Hungary: 3-year plm , , .. 1947-49 6.3W 540 180 

Bulpuis: 2-y- plur ._  .. 194748 , 55,OW 1W 95 

2 5 *  11 372’ 

Poland: 3-year plln _ _  _ .  1947-49 340,WO -3,400 1.130 

Clrehalovskin : 2 - y a r  p h  . , 1947-48 69,880 .!*‘w 700 

delivery of raw materials and food. 
The  bloc, it is true, is not self- 

it lacks important raw materials 
such as rubber, cotton and other 
essentials, but it certainly would 
represent a potentially very im- 
portant economic power if 
adequately developed. 

The  outlines. of those economic 
plans and their objectives have now 
become clear enough to permit 
some analysis. Most of the 
plans aim at  developing primary 
industries, mining and transport, 
and to a lesser dexree agriculture. 
In Jugoslavia industrial production 
is scheduled under the plan to 
account for 64 per cent. of the 
natiqnal income by 1951, as against 
45 per cent. in 1939. Capital 
goods, moreover, are to represent 
57 per cent. of Jugoslavia’s total 
industrial production as against 43 
per cent. in 1939.’ Poland’s plan is 
much more ambitious. Production 

sufficient economically, because - 
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The  five coulitries -'Poland, 
Jugoslavia, Bulgaria, Hungary 
and. Czechoslovakia-provide in 
their development plans for 
capital expenditure over a 
period ranging from two to five 
years totalling SI 1,000 million, 
'or nearly E3,OOO million, foi in- 
vestment purposes. According to 
the above-mentioned source 
Jugoslavia plans an annual 
investment in manufacturing 
industries and in mining of the 
equivalent of $41 million, in 
transport $27 million, as com- 
pared with $8 million to be 
investcd in. agriculture. Hungary 
out of her $180 million '0 he in- 
vested annually plans to spend 
$32 million on mining and heavy 
industry, $27 million on transport 
improvement, against $9 million 

. in agriculture. Of Czechoslovakia's 
proposed annual investment.. of 
$700 million 836 million are to be 
spent on manufacturing industries 
and mining, $22 million on trans- 
port, $20 million on housing and 
$7 million on agriculture. Under 
the Bulgarian plan the collieries, 
ore mining, production of electric 
Dower and chemicals. and the iron: 

:C DIGEST 

cotton works. Finally, Poland 
plans to invest in the.first instance 
in war-damaged industries within 
the framework of her reconstruc- 
tion programme. New long-term 
investments are understood to be 
for the most part decided for next 
year only. 

In  the long. run the plans are 
more ambitious than the lore-' 
going outline ' would indicate. 
Jugoslavia, for 'example, plans to 
increase her industrial production 
by well over 200 per cent. over the 
pre-war level ; production of metal- 
lurgical and engineering industries 
is to be increased by more than 
600 per cent., and plans for 
development of electric power 
envisage an increase by some 300 
per cent. to '4.4 billion kWh. 
Czechoslovakia is said to aim at an 
increase of her industrial level by 
IO per cent. next year as compared 
with prekar .  Bulgaria's plan 
provides for an increase of 67 per 
cent. of industrial production, with 
special emphasis on ore mining, 
which'is to be raised by 800 per 
cent. The  Polish three-year plan 
envisages an increase of manufac- 

.tures by more than S O  per cent., of 
ketallurgical and textile industries heavy industries by an average. of 
in particular are to be'developed. 150 per cent., and of consumer 
Hungary plans to invest especially goods industries by 25 per cent. 
in mining, in iron and metal over the 1938 level. The  follow- 
industries, and in chemical and,  ing table, based on the aforemen-. 
electrical industries.. Investment tioned source, indicates the 

. in the spinning and weaving indus- investment plans i n  the five 
try is planned to add 120,000 Eastern and South-Eastern 
spindles to the equipment qf her European countries : 

INVESTMENTS IN MILLIONS OF NATIONAL CURRENCY 
1 

Full 
~ r r i c d o f  1Y46 1947 1948 1949 1950 1951 . 

Plan 
lusolhvh .. .. .. Z7S.300 - - - - - 70.000 
POI* . . . . .. I0,OW 1,800 2.8W 3,200 , *,WO - - 

Bulp.rL ... .: .. 5 5 , m  - .- 
3 1 3  

' Hvnp.ry .. .. .. 6.300 . 540 1,7W 2.100 .2,S00 - - - - - 
- Clcchdomkia .,' .. 69.800 - - I - ' 

- .  .. - - 
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IWZESThiENTS IN PERCENTAGES OF THE NATIONAL INCOhlE 
Full perii-of 1946 1947 1948 1949 I950 1951 *._.. 

Junalar i s  - . -. . . . . . .  
Poland . . . . . .  20.1 20.1 
Hungary . . . . . .  9.4 3.6 
Czerhodov.kia , , _ .  16.1 - 
Bulparia . . . . . .  7.2 - 
The  Poli;sh investment plan is 

inderstood, to be based on the 
assumption,that 20 per cent. of the 
investments will be financed by 
foreign loans. Bulgaria’s plan is to. 
be, financed from the State 
budget and by the banks. The  ’ 
low percentage of Hungary’s 
investments in relation to 
national income under her plan 
is explained by the Hungarian 
Bullelin as due to the heavy burden 
of reparations. 

Experts in Balkan affairs have 
suggested that Russia’s intention 
in fostering these plans might be in 
the long run completely to monop- 
olise Eastern European economies 
and to permit intercourse with the 
\\’est only through regional eco- 

- - I  - - 27.3 
22.4 19.5 19.3 - ‘ - - 8.9 9.4 9.7 - . - - - - - - - .- - - 

nomic agenc,ies which would- be 
dominated by herself. New 
tra_de pacts, .such as the one just 
concluded with Poland in Moscow, 
would seem to be designed to 
further the monopolistic structure, 
of Eastern European. economy ; 
the interlinking of Eastern Euro- 
pean countries by way of trade 
agreements-which are kept in line 
with their respective trade links 
with Russia,would appear to aim 
at achieving eventually independ-. 
ence of the West. Certainly in the. 
coming months a close look-out 
should be kept for. straws in .  the. 
wind that point in this direction.- 

From 
1948. 

THE 

Disci*irnination 

STATIST, January 31, 

’ \VASHINGTON, MARCH 10, 1948. 
By a voice vote the Senate adopted an amendment to the Foreign 

Relations Committee ERP draft eliminating provisions for transfer 
or charter to ERP countries of 300 government-owned cargo ships. 
The  amendment, submitted by Senator Owen Brewster, Republican 
of Maine, was’supported by MI. Vandenberg who noted that.the 
quistion of chartering or transferring these ships was the only point 
in the draft ERP bill on which unanimous agreement could not be 
reached in committee. 

Senator Brewster said his amendment would complement a 
previously adopted amendment calling for at least 50 per cent. of 
ERP commodities purchased in the United States to be carried in 
U.S. ships. “According .to present figures, foreign flag ships now 
have approximately sufficient capacity to any 50 per cent. of the 
freight,” Senator Brewster said. “Consequently adoption of this 
amendment will simply confirm the status quo and enable the intent 
of the‘50 per cent. amendment to be properly carried out.”-U.S. .. 
INFORMATION SERVICE. 3 7 4  
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'Profit Measurement 3 

By K. LACEY 

This extract, from an article on Profit Measurement 
and the Trade' Cycle, suggests new conceptions of profits. 

I T  is necessary to isk ourselves 
whether it is inevitable that 

profit should be regarded as the 
excess of sales proceeds over actual 
cost. Is it fundamental when 
prices are falling that the position 
should be judged by reference to 
recovering the money spent on the 
goods for sale? Must success or 
failure be judged by reference to 
the excess or deficiency of proceeds 
after deducting the recovery of the 
shareholders' capital represented 
by stock costs incurred ? It would 
appear that this need not be the 
inevitable outlook on the question ; 
in fact all the considerations so far 
put forward would lead to the 
view that profit should be con- 
sidered as the excess of ,sales 
proceeds over replacement cost. 

This involves an alteration to 
existing accounting procedure. But 
accounts are conventional docu- 
ments, and the new basis would be 
nearer to the truth than-the con- 
ventions now adopted in computing 
profits. As an example of the con- 
ventional nature of accounts, the 
consolidated balance sheets of 
groups of companies controlled by 
a common parent company often 
reveal that a large part of the 
shareholders' capital is represented, 
not by tangible assets, but quite 
frequently by substantial'premiums 
paid by the parent in acquiring the 
shares of the subsidiaries. But this 
does not occasion 'a lack of con- 
fidence among iinvestors if it is 
known that the business as a going 
concern is earning adequate profits. 

3 7 s  ' 

I t  is suggested 'that a similar con-- 
vention could 'be  adopted for 
.stocks ; there is no vital reason 
when prices are falling why the 
gap in the balance sheet which is 

a created by the lower values of a 
constant volume of stocks should 
be filled with liquid or pther types 
of assets. I t  is the present con- 
vention which is unnatural in 
requiring that this should be the 
case. . 

Since our income is the counter- 
part to current costs incurred, it 
follows that a margin over replace- 
ment cost is more likely consist- 
ently to be obtained than a margin 
over the earlier costs represented 
by the cost of goods now being 
sold. For example, when prices 
begin to fall after the crisis of the 
trade cycle (e.g., late 1929 and the 
year 1930) there is not usually any 
defect in the relationship between 
selling prices of finished goods and 
current replacement costs.. On 
the proposed basis, therefore,' there 
need ,be no loss of confidence at  
such a time. Later on in a de- 
pression (e.g., 1931 and 1932),, 
when production.has been reduced 
and investment has been curtailed, 
selling prices will tend to show an 
insufficient margin over replace- 
ment costs, but this is at least 

Only rough calculations can at 
present he made, hut it would appear 
that aggregate profits in U.K. for 1930 
based on replacement cost were larger 
than in 1929 or 1928, though' as com- 
puted in actual accounts they were 
considemhly smaller. 

14 
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partly due to the loss of confidence 
and the reduced spending which 
is the result. 

I f  prices could he based on 
replacement cost, with profits com- 
puted on the same basis, there is no 
reason why a fall in the cost of raw 
materials should lead to a con- 
traction of activity; as it tends to do 
now. ,-Moreover, if the new basis 
were adopted during the boom, the 
expansion would he more healthy 

I) and gradual, and would not create 
an overstimulated demand for raw 
materials with the inevitable re- 
action later ; any fall i n '  raw 
material costs which came with 
increased supplies would then he 
less severe and more easily assim- 
ilated. Such a basis would have 
the following advantages : 

( I )  We as a community are no 
better off because goods cost more 
to replace-rather the reverse, foi 
t he ,  presumption is that supplies 
are below normal. Similarly, we 
are not worse off when costs and 
market values of .goods are.falling, 
since this occurs when goods are 
more plentiful. The  new basis 
would he lp  to remove this present 
unreality from our outlook-or at 
least from our income and profit 
measurements. 

(2) The  new basis presupposes 
the fixing of selling prices from the 
supply side by reference to current 
replacement cost. The  result 
would he more quickly increased 
prices for finished goods on the 
uptrend, coupled with a smaller 
money income (as computed) than' 
on the present basis. On a fall in 
raw material' prices, prices of 
manufactured articles would follow 
with less lag, yet money incomes as 
computed would be higher than as . now measured. In  this way the 
volume of demand would he re- 
sumed in the boom and,rnaintained 

IASUREMEN1' 15 

after prices had fallen. Also .the 
peaks and valltys of profits would 
.be smoothed out. 

.This result . depends to some 
&tent upon dividend distributions 
being based on the profits as 
computed on the new basis. But 
as already indicated, there is 
nothing in the financial position of 
most, businesses after a price fall 
which would prevent the larger 
distributions which this involves. 
Moreover; the revised basis of 
computing profits on the upward 
phase, by reason of its effect in 
reducing the reported profits and 
hence the dividends, would ease 
the financial situation during the 
recovery period. ' 

(3) The  new basis should be 
valuable in preventing exaggerated 
movements in stock exchange quo- 
tations for equities. The  profit 
reported to shareholders in a period 
of rising prices would be after 
deducting from the profits as now 
computed (as a transfer to a Stock 
Replacement Reserve) an amount 
equal to the excess of the replace- 
ment cost of goods sold over their 
actual cost.. In  a period of falling 
prices, some of the Stock Replace- 
ment Reserve would not be re- 
quired, and in arriving at reported 

Since accountants, with much 
justification. regard profit computed on 
the basis of historical costs as the only 
really deterministic basis, it might be 
preferred to divide the profit and loss 
account into three parts : 
(a) Showing profits qn a historical 
cost basis : 
( b )  Adjusting profits to a "real'* 
capital basis with provisions for 

.stock (and perhaps b e d  asset) 
replacement ; 
(c) Showing appropriations of- the 
profit as adjusted. 
This would be satisfactory so long as 

shariholders were asked to regard the 
adjusted profit ( b )  above as the nppro- 
priate profit figure in assessing actual 
and prospective earnings. 

' 3 7 6  
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profits.an amount ,would be added 
to profits as now'computed (as a .  
transfer from Stock Keplacement 
Reserve) equal to the excess of the 
actual cost of the goods sold over 
their replacement cost at the time 
of sale. 

I t  would be explained to the 
shareholders : 

( U )  That the profits reported on 
this basis showed the ordinary 
trading result after .correcting for 
stock price movements, as this 
basis gave a better ,indication of 
probable prospects and long term 
yields ; 

(b) That 'the corrections in re- 
spect of stock prices represented by 
transfers to or from the Stock 
Replacement Reserve' would recur 
only if prices rose (or fell) further ; 
' (c) That such inventory profits or 
losses were the automatic effect of 
the valuation of stocks at actual 
cost, or market value if lower ; and 

(d) That such inventory profits 
and losses had no effect in normal 
circumstances upon the amount 
available for the payment of divi-. 
dends. 

(4) Such a change of basis would 
probably be of assistance in reduc- 
ing the violent changes in the 
tempo of raw material acquisitions 
by manufacturers. Since raw 
material producers represent a 
large part of the market for manu- 
factured products, a more, regular 
intake is to the advantage of all. 
The  new basis presupposes the 
immediate replacement of the raw 
material content of goods sol'd,rand 

. 

anticipation or deferment of re- 
quirements is no part of 'the func- 
tion of manufacturers as such. 
.Moreover, on balance, it would 
appear that more losses than profits 
are made by manufacturers as a 
result of speculative adjustments to 
the size of their raw material 
stock cover. : 

outlook will take time. Further- 
mote, some anticipation or defer- 
ment, prompted by expectations - 
of increased or decreased sales, 
is probably inevitable and 
necessary. Short-term surpluses 
or shortages of raw materiais 
arising out of mistaken expectations 
will therefore be difficult to avoid 
altogether. 

buffer pool for raw materials will 
be useful, operating from the time 
when a plentiful supply is assured, 
and holding stocks which manufac- 
turers will in fact require when 
expectations of falling sales are 
succeeded by expectations of a rise. 
I t  is assumed that such buffer pools 
would not attempt to  prevent raw 
material prices from rising or 
falling insofar as price movements 
were due to changes of 'total stocks 
(including manufacturers' stocks). 
Such price changes may be neces- 
sary to encourage or discourage 
production. But existing price 
fluctuations are far more violent 
.than is necessary for this purpose, 
.and can be brought within more 
reasonable limits.--Exfracts from 
ECONOMIC JOURNAL, Decem6er, 
1947. ' 

Nevertheless, such a change of ' 

I t  is here that international ' 
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Incidence of Profits 

enterprise, and the Government 
took 1s. y d .  in taxation. ' The  
shareholders got a net dividend of 
34d. out of each El ,  or 1.5 per 

I .  

By RAWLjON H O k  

out of each EiOO of its"incorne 
642 on wages, salaries, national 
insurance, holiday pay, pension 
funds, and welfare ; approximately 
E48 went on materials, mainte- 
nance of buildings and plant, 
rent, insurance, and overhead 
expenses. After the deducting of 
income-tax exactly E1 in each 
El00  of income went to share- 
holders in dividends-i.e., 1 per 
cent. 

The  income of Vauxhall 
Motors was nearly E20rn: 
Wages, salaries, and employee 
benefit schemes took E4,800,000. 
T h e  amount distributed to share- 
holders was E174,450, or  less than 
1 per cent. 

Of each, E1 received by the 
textile firm of Horrockses, Crewd- 
son and Co. from ,its customers, 
raw materials took 9s. 10d. and 
wages and salaries 4s. l l d .  Run- 
ning of the plant and selling and 
distributing the company's pro- 
ducts took 2s. lldd., while the 
Government took Is. 4d. in taxa:. 
tion. Interest on loans took 34d., 
leaving the company Sd., with 
which to add to its reserves and 
pay the dividends on its Ordinary 
shares, that is, less than 5 per cent. 
between these two items. 

As the Chancellor pointed out, 
all must bear their share, but let no 
one imagine that cutting profits is 
in itself a panacea for our economic 
difficulties.-Lettn to THE TIMES, 
March 2, 1948. 

* 
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. . . . ,Canada's . 
Long-Term View 

Frm' MONTHLY REVIEW OF BANK OP NOVA SCOTIA. 

OOKING ahead the basic ques- depletion in some of its natura! 
tion is ' the .extent o f ,  British . resources, it should be able to 

and European recovery. There has absorb a relatively larger share of 
been some evidence of improve- m i n i  of our ,basic exports than in 
rnent recently and the European the past-base metals and wood 
Recovery Programme combined products particularly, and also to 
with a greater degree of economic some extent farm products ,and 
co-operation amongst the nations fish. I t  should also be practicable I 

of western Europe hold forth to increase steadily our exports of 
hope of gradual and ultimately basic products in the fabricated and 
substantial recovery. But giving more expensive forms, e.g., more 
full weight to these improved news,print' and fine paper and - 
prospects and the promise held out relatively less pulp and pulpwood, 
by the Geneva Agreements and or more metal sheets and metal 
other international arrangements, products and relatively less primary 
it still seems most unlikely that metals. Progress is being made in 
Britain and western Europe will be this direction now and if a further 
in a position to buy ' Canadian reduction in the U.S. tariff on the 
exports on a scale that will provide fabricatcd products in particular 
this country with a convertible could be negotiated the trend would 
surplus sufficient to finance the be hastened and encouraged. A 
usual large deficit in our trade with better balance in the operations of 
the United States; For this reason, branch plants of U.S. companies in 
the Government in its exchacgc Canada should also' be feasible 
programme placed a good deal of though here a number of difficult 
emphasis on the need for achieving questions concerned with inter- 
a better permanent balance in our company arrangements, market 
transactions with the United States agreements and competition with 
through enlarging our exports to parent concerns and affiliates will 
that country, through reducing the ,haY, to be worked out industry by 

branch plant operations in Canada development, there are obviously 
and through developing our own great longer-term possibilities both 
resources. of expanding our exports and of 

The  longer-term prospects for reducing our dependence on U S .  
reducing our U.S. dollar deficit are supplies. The  iron discoveriesJin 
in some ways quite favourable. Quebec are a leading example, as  
Because 6f the growth in the also are the recent oil discoveries in 

, 

US. dollar drain involved in Industry. In  regard to resource ? 

, ' I 
L 

. United States economy and of the Alberta.-January, 1948. 1 

i 
i . .  
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Dollars Always Scarce? 
L 

I From BARCLAY'S BANK REVIEW 

Why the U.S.A. must be reody to adjust itself to the 
status of world's greotest creditor. 

I N  the sho r t 'mn  it is beyond 
doubt that there will be a con; 

siderahle  dollar shortage in the 
world outside the United States 
and that, during this period, the 
nations concerned, even though 
they may receive considerable Mar- 
shall aid, will have to exercise the 
strictest. dollar economy and may 

' have to discriminate against the 
United States in their normal 
commercial purchases. If they are 
driven to this, it will he precisely 
to obviate the need for further aid 
and to re-establish normal equilib- 
rium in their payments with the 
Western Hemisphere as quickly as 
possible. 

The  danger that will have to be 
guarded against is that the policies 
followed, and, the habits formed 
during this abnormal transitional 

,period, may become permanent 
and ingrained. In  framing those 
discriminatory policies, the recip- 
ients of Marshall aid should not 
forget that a normal balance of 
payments with the United States 
can and will ultimately be estab- 
lished. \V: in Britain might be 
well advised to view the situation 
in terms of our own experience. In. 
the nine years which immediately 
preceded the war, the balance of 
current payments of the United 
States showed an average annual 
surplus of $231 million. Adjusted 
to changes in prices, national 
income and population, this was a 
much smaller current surplus than 
that which Great Britain was 
running between the years 1870 to 

~ 

1910, the period during which we 
accumulated the bulk of those 
foreign investments that were to 
come to our rescue in two successive 
world wars. No other countries in 
those decades spoke of the impossi- 
bility of living in a world in which 
Britain w e  allowed to compete on 
non-discriminatory terms. There 
was no suggestion that Britain in 
those days was in fundamental 
disequilibrium. Admittedly, Britain 
found it easy to adapt herself 
to the role of an international 
creditor by reason of the growth of 
her urban and industrial population 
and their dependence on the food 
produced in the very countries that 
were being opened up with British 
capital. 

Equilibrium was ,restored not . merely, because two wars inter- 
vened, during which the sub- 
stance of those overseas invest- 
ments had to be sacrificed, but by 
the .  strength of natural forces 
tending towards this state. These 
included increased industrial com- 
petition from other countries and 
the relative improvement in stand- 
ards of welfare and the rise of 
costs in Britain. All the evidence 
suggests that the same underlying 
forces are at work in the United 
States. Those forces, however, 
will have to operate for a long 
period before they produce a 
similar result. hfeanwhile, there- 
fore, every effort must be made on 
this side of the Atlantic to en- 
courage dollar earnings and 
discourage dollar spending. In 
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the Case of Britain; dollar equilib- ,United States is moving in the 

' rium cannot 'be achieved in required direction. The.  tariff 
direct U.K.-US. trade. Our agreements signed in Geneva last 
dollar account, like that of the October achieved the biggest single 
whole of Europe, is one in which cut yet made in the history of US. 
balance must ultimately depend on tariffs. Much more, however, 
triangular or multilateral trade. could be done in this direction and ' 

There is the whole of Africa and of much more will have to be.done if 
Asia to be brought into play to a normal dollar equilibrium is to be 

with the dollar area. To achieve One of 'the problems for Britain 
this equilibrium >vi11 call for a q d  Europe will be to overcome the. 
tremendous productive effort on difficult period which lies imme- - 
the part of Britain and other diately ahead without depriving . 
sterling countries. Costs of produc: , the world of the obvious advan- 
tion must be kept down to levels tages of a system of multilateral 
a t  which sterling 'exports can trade, in which the .United States 
compete effectively in world mar- may be a dominant but by no 
kets and especially h, dollar mar- means inevitably an unbalancing 
kets; There is'no more threatening factor. The point that should 
cloud on the economic horizon never be lost sight of in discussions 
than the fact 'that certain British of the long-term objectives of 
goods are becoming "priced" out of external economic policy is that the 
the vital hard currency markets exclusion of the United States from 
that'have to be gained and held. a system of international trade and 

But that is only one pan  of the payments, or even, discrimination 
.picture, The achievement of against that country, cannot be 
.equilibrium depends as much on considered in neutral and passive 
the United States as on the non- terms. Any. such policy on the 
dollar world. I t  k n o t  enough for pan  of Britain or any group of . the United, States to have the countries would inevitably invite 
generosity to hand ' out, dollars. retaliation. Apart altogether from 
There must be a readiness on the the deplorable political conse- 
part of that country to adjust quences that would accompany 
itself to the status of the world's this drifting apart of nations that 
greatest creditor, industrial and should work together, its economic 
exporting power. Between 1870 effects .would surely be damaging 
and 1914 ' Britain' successfully to all concerned-both to victors 
adopted that role by being both a and vanquished-in the contest of 
free importer and a free lender. economic blocs that would ensue. 
Fortunately, there are signs that the -February, 1948. 

restore the balance of payments e'stablished. .- 

, 

I 

I 

I 

I .  
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Studies in Financial 
Organisation 

. .  By T. BALOGH ‘ I  

\ .  

T H I S  book* is an exhaustive 
study of the banking system 

up till 1937, the development of 
the Clearing Banks and their 
business, the Money and Discount 
Market, and the Banking and 
Finance Firms in London. The  
conclusion at which Mr. Balogh 
arrives is : 

“The history of the period 
1920-37 tends to show that, quite 
apart from the more general prob- 
lem of controlling . the business 
cycle, there exi:t two specific but 
related problems; The  first is 
due to the fall in the capacity of 
Britain to undertake investment. 
The  second is connected with the 
present organisation of the capital 
market. Both are intimately re- 
fated to the problem of industrial 
efficiency and thus to the economic 
progress of thc .country. The  
first cannot be solved without first 
tackling the general problem of 
economic stability, as an increase 
of savings would, otherwise, in- 
crease unemployment rather than 
speed progress. Nor is it possible, 
in a progressive economy, to solve 
it without the intervention of the 
State, as all measures tending to. 
equalise the distribution of the 
national income .will tend to dimin- 
ish .private voluntary saving. A 

“The present institutional struc- 
ture of the capital market does not 
seem fully capable of meeting the 
task of providing capital for new 

‘ and untried enterprises or for firms 
with small capital. There seems 
to be no bridge between the 

-demand for marketable securities 
on thd one hand and, on the 
other, the demand by scattered 
entrepreneurs for capital. - T h e  
function which, in the sphere of 
money and credit, has been ade- 
quately discharged by the clear- 
ing banks is not being fulfilled in 
the long-term market. The  grow- 
ing importance of the self-finance 
of industry cannot solve this prob- 
lem. 
’ “The experiences of this period 
were sufficiently vaned to enable us 
to venture to draw some conclu- 
sions. I t  seems more than probable 
that in view of the nature of the 
risks involved and the change in the 
character of saving-due to the less 
unequal distribution of income- 
the function of equalising supply 
and demand on the long-term. 
capital market is unlikely to be per- 
formed by private firms-issue and 
finance houses and investment 
trusts-unaided by some State 

, intervention or agency. Had there 
been a sham concentration move- 

- 

combination of progressive-social 
policies with an increased rate of 
investment is not feasible without 
the State providing for collective 

ment among the firms which were 
then engaged in the issue business, 
had the lead.of the biggest of the 
insurance companies in aiding new 

’ saving (e.g., in the shape of budge- , ventures been followed by the 
. . tary surpluses being used to pro- smaller institutions managing new 

savings,, had they in co-operation 

I 

mote investment). 
*Combridge Univnriry Rm, 21/-. 
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with the former established a hold- 
ing company, they might have con- 
ceivably filled the role of the 
capitalist of the last century. 

,"This has not happened. The 
growing distortion of the financial 
and physical capital structure as a 
result of the Second World War will 
render any solution without State 
initiative impossible. A state 
financial pool providing capital for 

: DIGEST 

new enterprise, direct financial aid 
in the shape of guarantees and 
subsidies, and public works pro- 
grammes, seem after the experience 
of the last twenty years the mini- 
mum requirements of economic 
stability and social progre>s. In  
their absence the drift towards 
direct State enterprise is inevitable, 
even if it were not desired politically 
by the majority of the nation." 

Co-operut he 1Droducti.n 
Co-opirative Productive Societies, those islands of workers' con- 

trol in a sea of industrial autocracy, have heen facing new problems 
and opportunities since the war ended. 
mostly about half a cenfury old, though two or three have been 
started in the last year or two. The  membership is 14,000 and 
annual sales exceed E3,500,000. 

Each business is run by an elected committee, usually including one 
representative of each department of the factory. After paying 
limited interest on shares, they distribute profits in a dividend to 
customers,and a bonus to labour. They have prospered best in 
industries requiring small initial capital ; 15 are engaged in manufac- 
turing footwear (for which machinery is normally hired), nine in 
clothing manufacture, and 12 in printing. 

The manufacturing co-operatives have sold almost all their products . 
to co-operative retail societies. It has often been suggested by com- 

, petitors and detractors (and indignantly denied) that they could not 
. survive if they had not this assured market. . I n  the last year they 

have had to face the full strength of international competition in an 
attempt to export a proportion of their products. In  the hoot and 
shoe industry they have combined to set up a common agency for 
export. They have exported about 15,000 pairs, most of them 
heavy agricultural boots for the Continent, and are trying to increase 
the slight export of high grade shoes to  dollar areas. 

The  producer co-operatives have also experienced changed cir- 
' cumstances resulting from advent of the Labour Government. They 
, have always faced much indifference or hostility within the Labour 
"movement, partly from the trade union dislike of profit-sharing 

schemes, ,partly from the rivalry of the Co-bperative Wholesale 
Now they 

.' are anxious that their ideals should find their place in the develop- 
! ment of common ownership.-THE TIMES, March 8, 1948. 

There are 46 of them, . ' 

' 

. 

, 

' Society, which a few years ago tried to buy them all up. 
. . 

. 
3 8 3  



depends upon i ts  integration in the sterling system, not 
the dollar area. 

Tied to  the Pound 
,An attempt has been made since 

the war to work up the export of 
American cotton to Japan. The  
Commodity Credits Corporation 

' provided $210,000,000 (~5'2,000,- 
000) for the purchase of surplus 
cotton in Georgia and other conon- 

occupati&. indeed, they are s a  
putting dollars into Japan to the 
extent of at least 400,000,000 
(~100,000,000) a year. 
Barter Trac(e 

The'only way to reduce and at 
last eliminate this distasteful expen- 
diture is to rehabilitate the Japan- 

' 

producing areas in the United ese economy, and the Amerccans 
States for export to Japan, there to' have now come to realise that such 
be manufactured into 'textiles for rehabilitation is only possible in 
re-export. terms of sterling trade. 

This transaction has not been The  book-keeping may continue 
. successful. The  staples sent were to be in dollars, but Japan can only 

not suitable for Japanese looms, thrive economically in so far as she 
and if proved even in the present can import raw materials from 
time of scarcity exceedingly diffi- sterling areas, such as rubber from 
cult to find a dollar market for the Malaya, cotton from India and the 
textiles produced. Unless the ex- Sudan, and wool from Australia, 
ported textiles realised dollars their and export the goods manufactured. 
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from these raw materials likewise taken. , 

to sterling areas. Even so, some sterling trade is 
Various arrangements have been being conducted, notably with 

proposed, both long-term and short Hongkong, where the soundest 
to facilitate such sterling trade. .Currency in the Far East and 
They all  essentially to a 'freedom from the controls which 
system of barter whereby stcrling Other Ports make 
imports are made to balance ster- convenient Profitable.' 
ling exports over a period of time. 

A recent agreement announced ' .The development of two-way 
in Tokyo hut 'not yet finally trade between Japan and countries 
approved contained a provision within the sterling area is recog- 
that if at the end of six months any nised by all parties concerned as, 
balance remained, whether debit or desirable, though naturally the 
credit,.it should he convertible into British Government will not unduly 
dollars. I t  was this provision exert itself to promote Japanese 
which led the British Government exports liable to compete danger- 
to hesitate. In  present circum- ously with British products.-Ex- 
stances not even a hypothetical fracls from DAILY TELEGRAPH, Feb- 
dollar hommitment can be under- "my 2, 1948. . 

Sterling the Answer 

The New Commonwealth 
A Society ,for thk Promotion of 

. International Law and Order 
President, British Section, 

The Rt. Hon. Winston S: Churchill, O.M., C.H., M.P. 

Freedom from the constant threat of WG is vital to the 
success of any plan for economic rehabilitation. The  New 
Commonwealth is engaged in mobilizing support for proposals 
which offer the most realistic approach to this fundamental 
problem. Full particulars will he gladly supplied upon 

application to 

I 

The General Secretary, 
The New Commonwealth, 
. Thorney House, 

Smith Square, 
London, s. w.1 

1 
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Ration Petrol by Price? 
“Yes” 1 

says Harold Lever, M.P. 

T h e  purpose of rationing is to keep consumption within limits and 
thus save dollars. \Ve can achieve the same saving-or a greater 
saving-by increasing the price per gallon. Let the Government 
put up the tax on petrol and make the price high enough to compel 
economy in its use, and restrict consumption to the level the Govern- 
ment decides we can afford. 

The  
burden of tax on that section of industry could be rkfunded by a 
simple State book-keeping transaction, thus preventing increases in 
public transport costs. Similar provisions could b e  made for 
municipal transport. Commercial “C” licence-holders running vans 
and lorries should be allowed a tax rebate at the end of the year, based 
on their previous year’s consumption. Doctors could be dealt with 
in the same. way. There .will be cases of hardship-they exist a t  
present1 anyway-but we cannot renounce a useful reform, just 
because it does not result in perfect justice. 

I t  would release the thousands of Civil 
Servants who administer the petrol rationing scheme, and save the 
uncountable man-hours at present spent by private industry in 
correcting, checking, form-filling and .form-printing. 

.To coincide with the abolition of petrol rationing, let us also do 
away with the Road .Fund Tax. At present, the average motorist 
pays about LlO a year to licensehis car. Assume that the additional 
tax on petrol levied by the Government to keep the consumption 
down is 5s. a gallon. Having been presented with El0 a year, the 
private motorist would be able to buy 40 gallons of petrol per annum 
‘at the present price. In other words, he would buy his basic petrol at 
the rate he is used to. That is the way for the Government to silence 
,the ignorant and selfish clamour of the “basic” brigade, and, inci- 
dentally, there would be a gain of man-power, resulting from the 
displacement of the .officials who administer the Road Fund.- 
From TRIBUNE, February 13, 1948. 

Why not abolish the whole complicated petrol ratioiing system ? ‘ 
’ 

1 
- 

Long-distance road transport will soon be nationalised. 

, .  And if is a useful reform. 

\ 

(‘No” 
says Alfred Robens, M.R.  

I t  is a 
business expense, and it is paid for and cxarged up, quite legitimately, 
against his firm’s~:ccounts. I t  does not matter to that individual 
how much petrol IS a gallon. First, the charge goes into his firm’s 
accounts-it is not out of his personal income-and secondly, it is a 
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trade expense, and, therefore, the Chancellor of the Exchequer pays 
9s. in the L on that amount. The  man concerned is actually paying 
only half the cost of his petrol. Compare that with the position of a 
young man with an autocycle or a motorcycle which, by and large, he . 
has bought fpr two reasons : first, because he has worked out that he 
can save money by travelling on it to and from work, and can also get 
enjoyment out of it at the weekends. But he would, have to pay 
10s. a gallon, which would put it right outside his ahility.-HANsARD, 
February 27, 1948. . .  

Dollars for IRabUt Skins 
(FROM MONTHLY BULLFTIN OF NATIONAL BANK OF AUSTRALASIA) 

During the financial year 1946-47 Australia exported 13,331,000 
pounds of rabbit skins valued at  LA6;083,000, and although this 
quantity was some 1,400,000 pounds less than in the previous year, 
exports were in fact three times that of 1938-39. For the first five 
months of the current financial year to November 1947~exports have 
been wel l  maintained at 6;472,000 pounds, some 3,666,000 pounds 
greater than the corresponding period in 1938-39. 

During 1947 rabbit skins \iere second only to wool as an earner of 
American dollars for Australia. For the log million pounds of these 
skins sold to the United States approximately 10 million dollars were 
received. Of the remainder of skins exported, the United Kingdom 
received approximately a half million pounds, and smaller consign- 
ments went to Canada, Hung Kong, India, Ceylon and some European 
countries. Normally most of .the rabbit skins sold overseas are used 
in the fur felt hat trade; but American furriers are now demanding an 
increasing quantity of skins for fur coats. 

In spite of the 'increased domestic requirements for non-couponed 
meats, some 10,712,000 rabbit carcases were exported during 1946-47, 
nearly 2$ million more than in 1938-39. Exports for. the current 
financial year have already eclipsed the total for the previous year, and 
for the five months ended November 1947, L793,000 had been 
received for 12,040,000 carcases, an average price of 1s. 4d. each as 
compared with 7d. in 1938-39. 

It has been estimated that during 1947 some 90 million rabbits 

' 

were caught for various purposes, 6ut a forecast for 1948 suggests 
that, as the excellent season has provided an abundance of natural 
food, and with prices remaining high, the current catch may be 
greater than that of the previous season. I t  may he that the rabbit 

United Kingdom food supplies during the ensuing season.-Feb- 
nary 10, 1948. 

\ 
. will prove an even greater dollar earner and a larger contributor to the 

,. 
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I Machine Tools in 
Expqrt Drive 

O N E  of the most serious problems 
that will soon confront British 

industry is the waning productive 
efficiency of its tools, especially in 
comparison and competition with 
oversea manufacturers. Recent 
visits to a number of machine tool 
factories in the Midlands, which is 
the lieart of the British engineering 
industry, have shown that there is 
a grave appreciation there of the 
danger of exporting too large , a  
proportion pf machine tools in 
relation to those available for the 
home market. 

I t  is a misfortune of the machine 
tool industry that its products are 
little known to any but those who 
use them, and its highly important 
place in the national economy is too 
little realized. Leading indus- 
trialists have said that the machine 
tool is the foundation of civilization, 
and, although this may not be 
self-evident, it  is an indisputable 
truth. Without the machine tool 
there could be no highly developed 
indusuy, and the greater produc- ’ 
tive efficiency of the country, which 
is urged on all sides in the drive for 
foreign currency, depends in great 
part on its “tools to finish the 
job.” 

I n  the export programme, the 
machine tool industry has to fill a 
dual role. It has to export machines 
as immediate earners of foreign 
currency, and it has a longer-term 

part to play by enabling all industry 
to export more goods at lower cost , 

through more efficient tools in the 
factories. 

The  machine tool industry is’at 
present producing at the rate of 
L25m. worth of goods a year, and 
of this value at least L15m. must 
be exported. The  industry is 
reasonably assured of iron and 
steel to reach this export target, but 
beyond that figure production for 
the home market depends mostly 
on fortuitous circumstances, which 
include sufficient iron and steel, 
ball and roller bearings, and electric 
motors, all pf which are acutely 
scarce. 

I t  has been estimated by MI. 
J. W. Morgan, Secretary of the 
Machine Tool Trades Association, . 
that the annual value of machine 
tools needed for home industry and 
replacement should be not less . 
than E30m. 

The  situation is rather worse 
even than figures suggest, for there 
are being developed in Britain at 
present tools which are capable of 
incredibly intricate machining oper- 
ations in a fraction of the time taken 
by older processes. These machines 
are going abroad to industries 
which will be in the world market 
against Britain.-THE T I S  
Special Con.espondent, January 27, 
1948. 
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1808-.1948 - 

The times are changed’and 4b 

. I  

we - are changed with them” 

To dip for a moment into the past, it is, we think.,worth . 
recalling that as long ago as the Georgian era the “Atlas” 
first embarked upon service to the public. 

, For a considerable period that service, largely confined 
as it was to the United Kingdom, rema!ned l imi ted. in ’ .  
scope but, wi th the passage of time, the Company 
began -somewhat tentatively, perhaps - to operate 
overseas. + 

Today, the “Atlas” service, vastly extended, covers 
the greater- part of the civllised, world and, fortified 
by our knowledge of the pGt  and still believing in  the 
future, we shall continue that .service as the years 
travel upon their course. 

ATLAS 
ASSURANCE 
COMPANY LIMITED 

9 2 ,  CHEAPSIDE, LONDON, E.C.2 

28 I .  
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. Price Control Diliiculties . I  

. . .  
There are problems in'controlling prices and profits which". . 
may make the operation-abortive or actually mischievous. " , 

ADMITTEDLY excessive profie, 
should be curtailed, since they 

.undermine our economy. On 
the other hand it is no t ' an  easy 
matter to arrive a t  any equitable. 
basis either for assessing or reduc- 
ing profit. For example, how 
much profit should be permitted 
for ploughing hack into industry 
to meet depreciation of stocks and 
capital ? Then, whilst it might he 
feasible m.link controlled domestic 
prices with profits, difficulties will 
arise unless provision is made for 
the uncontrolled prices of imports. 
Wide variations here would upset 
any preconceived views on limiting 
both prices and profits. Moreover 
an increase in the latter would he 
necessary to cover depreciation of 
stocks if, being imported goods at 
high prices; these subsequently 
suffered a sharp fall in value. 
How difficult also it would he to fix 
profit margins. T o  calculate these 
in regard to kfficient firms will 
leave the less efficient ones with so 
impossible a task that they will 
have to go out of business. In  the 
long run this may, of course, be 
highly desirable,.hut at present any 
closing down can only add to 
shortages and he neither helpful to 
our restricted home supplies nor 
to our exports. Beyond this re- 
duced profit margins can he offset 

.by deterioration in quality, and this 
would he particularly harmful from 
the point of view of exports and 
would certainly not be welcomed 
in the home market. 

Any hopes of effective price 
'control will fade if its scope is to 
be limited. A partial application 

of control raises ikuea as to.what is' 
and what is not to he included. 
Many goods will, therefore, escape 
because of difficulties of definition. 
Once exceptions are admitted in 
principle it is but a step from a 
single commodity to a h v c h  of 
industry covering a wide range of 
production. And so with only a 
selection of goods reduced in price 
more money becomes .available for 
other purchases, bringing about an  
increased. demand for, say, houses, 
land, investments and commodities 
which are not controlled. Here 
then is money free to chase a 
smaller range of goods and such a 
development can only encourage 

. evasions, thereby adding to black 
market activities. Beyond this it 
is difficult to see how higher prices 
can he rejected without some 
thought about fuel and transport. 
It is one thing if rising charges for 
such services are ruled out because 
these industries are subject to price 
control, hut ,quite another if they 
are free to demand more for what 
they provide, for in that case will 
others he permitted to pass .on the 
extra costs incurred ? 

Next consider the difficulty of 
relating prices to costs of produc- 
tion when the latter are so gIeatly 
determined by the shortage of 
workers and poor machinery, due 
to the difficulties of re-equipment. 
This last thought leads on to, the 
consideration of price control in 
relation to our capital programme. 
If machinery, plant and capital 
equipment escape the control will 
not this he an cncourqement to 
increase production of such goods 

19 391) 
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and so add to the existing difficul- So it would seem that the new 
ties of enforcing effective allocations anti-inflationary measurea are by 
of materials for them ? If this is no means adequate and are quite 
agreed,' then hopes of curtailing unlikely to bring about the desired 
capital expenditure will recede results. They will fail because 
further into the background. they concentrate attention on prices 

Finally, price control i s  a bad 
augury for production, since it will 
call 'for additional non-productive 
staff not only for the administrative 
machine, but also for industry. 

Turning from production to 
consumption, the consequences of 
stabilising wages at their present 
level whilst reducing prices surely 

.implies more money pressure. If 
in addition falling prices slow down 
production, then we have.a com- 
bination of increased demand and 
reduced supply-a position which 
cannot continue without more in- 
tensive controls. But how much 
more unbalanced will be the posi- 
tion if wage claims are pressed 
forward ? With only qualified 
acceptance of the wage proposals 
from some quarters and indications 
from others that demands for 
increased wages are to he actively 
pursued, the stage seems set for an 
acceleration rather than.a reduction 
of spending. 

which are merely symptoms of our 
disorders, whereas in actual fact 
the volume of money in circulation 
is the cause of our trouble. 
' High prices merely reflect the 
relationship of an excess of money 
to the quantity of goods and 
services on offer at the same time. 
Pending more production the , 

remedy lies in reducing the supply 
of money. To do this there is no 
need to introduce complex regula- 
tions or delve into obscurities. The  
biFgest flow comes from the Gov- 
ernment and what is so urgently 
required is to cut bureaucratic 
expenditure and to restrain credit. 
If budgetary retrenchment became 
the guiding principle of financial 
policy, and if a growing surplus of 
income were used to lighten the 
National Debt, prices would be 
reduced and savings encouraged. 
These are more effective ways of 
reducing prices than conjuring with 
controls.-From DISTRICT BANK 
REVIEW, March, 1948. 

- THE EASTERN ECONOMIST * Is the leadhg'hnanciai j o y 1  of India * It is published PI NewODelhi ercry Friday ' * He. oontributora in dl parb of the world * Annual Subsoription for United Kingdom 64 4s. Od. 
8 * Spcoimen copies from 

THE EASTERN ECONOMIST 
2-3 Salisbury Court Fleet Streel. London. E.C.4 . 
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I 
Cost ‘of Empire ‘ 

Nearly every part of the French Union before the war had a large 
adverse balance of trade. Indo-China alone had a substantial surplus 
of exports. This unbalance of the empire’s trade aggravated that of 
the mother country and weighed on the national economy.-DR. 
HENRI MHUN; L’ACTUALIT~ ECONOMIQUE (MONTREAL), January, 
1948. 

- 

Distribution Costs 
Goods today are manufactured largely by horsepower, hut they are 

still distributed by manpower. While factory output per man-hour 
has increased three or four-fold, it .seems that in distribution it has 
lagged. Marketing outlay (in U.S.A.) absorbs a growing proportion’ 
of prices. Scientific methods should be applied to raise produc- 
tivity in distribution.-THINKING AHEAD, February 1948. 

Unemployment 
\‘?orld unemployment figures fell during 1947 in 16 out of 23 

countries surveyed. In  U.S.A. the percentage of the labour force 
unemployed fell from 3.9 in 1946 to 2.8 (October 1947). In  Canada 
it fell from 2.4 (Nov. 1946) to 1.4 (Aug. 47). There were slight 
increases, however, in.Italy, palestine, Hungary, Finland, Chile and 
Denmark.-I.L.O. STATISTICS PUBLISHED I N  “LABOUR”, February, 
1948. 

Three Per Cent 
The  announcement that Local Government loans for over a 

IS-year period are to carry interest at 3 per cent. shows strikingly the 
failure of the Government’s policy of maintaining the rate at 28 per 
cent.. Recalling the importance attached to this policy by Dr: 
Dalton, this article concludes that the power of the big institutions . 
of the City is much greater than it has ever been.-LABOUR RESEARCH, 
February, 1948. 

The Mayer Franc 
. “Our money has lost 98.5 per cent. of its gold’value in 33 .years. 

When we consider that Great Britain has endured, like France, two 
world conflicts-admittedly with less direct damage to persons and 
property, but with probably greater financial loss--and that 
nevertheless the E has depreciated 34 times less than the franc, we 
can judge of the manner in which our national affairs have been 
conducted since 1918.”-PRonucTIoNs FRANCAISE~, February, 1948. 

Food Problem 
The Far East, which in pre-war years exported huge quantities of 

foodstuffs, estimated 1947 net food imports as 6,500 thousand short 
tons. Rice exports from surplus areas have dwindled, wars have 
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caused large tracts, to go .out of ,cultivation, and production has 
declined.sharply : in India‘by 16 per cent.‘; in Java by 20 per cent. ; 
in Korea by 30 per cent. Food production has fallen 5-15 per cent, 
in China. ,, Yet populations are .increasing rapidly. In  the .imme- 
diate future “large masses of humanity in this area depend on world 
wheat surpluses for their existence.” . Long-term improvement can 
only be achieved through political stability and the increase of 
yields by scientific methods, provision of fertilisers, and research. 
Development of transport and of the fishing industry are also impera- 
tive.-Poinfs from an arficle in the EASTERN ECONOMIST, January 23, 
1948. 

, 

Shorter Hours I .  

“We have chosen the present occasion to reduce the length of the 
working week in industry and commerce. This statement is not 
intended to imply criticism. Leisure is worth having, -and worth 
paying for. But in.choosing leisure we must be prepared to accept 
the necessary sacrifice. In  the’future that lies before us it will 

that we have come to regard as more or less essential.”-Extrpch 
from an arficle €y J. HARRY JONES, Emeritus Prof. University of 
Leeds, publbhed in WESTMINSTER BANK REVIEW, February, 1948. 

. 
~ not be a sacrifice of more or less supeduous luxuries, but of things 

Writers in t~iis ~ s s u e  

M .  A.  Cameron And& Philip 
M.A. Honours Economics, Edin- Formerly Finance Minister in 
burgh ; formerly Assistant Pas- 
senger Manager, L.N.E.R.; now 
Assistant Secretary (Traffic)’Bri- J.  H~~~~ ‘Richardjon , 

tish Transport Commission ; 
author of :‘Plain English” etc. , 

Government of France. 

Professor of Industrial Relations, . Leeds University since 1930 ; 
formerly Technical Adviser to  
I.L.O., etc. ; Books include Rawdon Hoare. 

’ COLONEL, D.S.O., M.C. ; Direc- “Britkh Economic Foreign 
. tor Central Council of Economic poiiCy.” I 

League. . .  
Alfred Robens 

Harold Lev& Parliamentary Secretary Min- 
M.P. (Lahourj, .Exchange Divi- isuy of Fuel and Power ; M.P. 
sion of Mancheswr since 1945 ; Wnnsbeck since 1945 Trade 
Barrister. Union official. 
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H.M. THE KING 
Prcmdmf 

H.R.H. THE DUKE OF GLOUCESTER 
Chdrmon o r G r o d  Cwnrll . .  

THE nr. H O ~ .  VISCOUNT HAILSHAM 

Choirman ofSaentlfl< Mrirarf Commitm 
THE RT. HON. THE LORD HORDER 

I WILL FINALLY CONQUER 

. with YOUR help 
Send Donations ond Enquiries to :- 

BRITISH EMPIRE CANCER CAMPAIGN 



SAVINGS' CERTIFICAT& are a safe and profitable investment, 

and your Bank is ready to make it'easy for you to buy them. 

Your Bank .Manager will ask only for your signature on a 

Banker's Order form authorising either a single purchase of a .  

block of National Savings Certificates, or a regular automatic 

monthly purchase of Certificates for as long as you wish. 

' 

. ,  

. 

'You cannow hold,1,000 IO/-.units of &e.new Certificates, 

and in 10 years this L500 will have grown to L650 frez of tax. ' 

Secure for yourself this highly profitable gilt-edged investment 

by calling on your Bank Manager ,to-&y. 

. 

5 AV €-The B m k  Way 


