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I ECONOMIC DIGEST i 
VOLLlMB 1. NO. IS. 

FUTURE PLANS ' 

mu. 1948 

I ECONOMIC DIGEST will be increased from its present 32 pages to 48 

subscription will be increased similarly from 14s. per annum to 20s. 

We hope and believe that these changes will be acceptable to our 
subscribers, to  whom we are  deeply indebted f o r  interest and support 
throughout the fourteen months' l ife of  the magazine. 

pages in the next issue and thereafter. T h e  post-free annual .  

' per ahnum. , 
, 

T h e  following points arise : I 
(1) T h e  next number of ECONOMIC DIGEST will be published on 

August 25 and be dated September, 1918; subsequent numbers I 
will appear at monthly intervals thereaf ter :  

(2) Subscriptions already paid at the lower rate will be continued to 
the full period; 

(3) T h e  publishers on. behalf of the Economic Research Council are  
now the Shaw Publishing Company, Ltd., 180, .Fleet Street, 

' London, E.C.4; 
(4) There  is no change in editorial control or  in editorial policy, 

except that which is implied by the greater scope made possible 
by the substantial increase in the number of pages. 

W e  believe that these changes will enhance the value of the 
inagazine and widen its scope. F rom the beginning ECONOMIC DIGEST 
won the support of a remarkably distinguished body of subscribers, 
and throughout its short  life we have been encouraged by numerous 
expressions of most friendly help and appreciation. W e  have 

us. and wish to  emphasise that criticism is always welcomed. 

1 1  

i 

welcomed no less the many suggestions and  comments that have reached ' I  

GEOFFREY BRACKEN, 

Editorial Ofice: 
18, South Street, London. .W.l 
(Growenor 4581.) 
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E U R O P E  A F T E R  M A R S H A L L  A I D  
By THE RT. EON. SIR ARTHUR SALTEU, 

G.B.E., K.c.B., m.p. 

HE policy and action of the next 
four years (in Europe) will be 
influenced by what is believed 

to be the probable position at the end 
of them. If, for example, it is be- 
lieved, especially in America, that in 
1952 there will be no serious dis- 
equilibrium in the balance of pay- 
ments between ‘the dollar and non- 
dollar world, there will be much 
more difficulty in securing assent to 
the use of Marshall resources in 
sterling areas outside the 16 coun- 
tries, or to preferential arrangements, 
not clearly temporary in character, 
as  an alternative to a full Customs 
Union. Conversely, if it is recog- 

. , nised that the disequilibrium will at  
best last for  many years, and the 
appropriate conclusions are  drawn, 
there will be much more latitude in 
present policy. I t  is worth while 
therefore to look a t  the probable 
position in 1952. 

We must assume that gifts and 
eleemosynary grants will not be 
further continued. I t  is reasonable 
to expect by that time Europe will 
supply more of its own needs and 
produce more exports to p a y ,  for 
what is still imported from the dollar 
world. The “gap  ’‘ should therefore 
he substantially reduced. It is, how- 
ever, in the highest degree unlikely 
that it will be closed in the sense that 
there will be the means to pay for 
all that is advantageous both for 
America to sell and Europe to buy. 
America’s industrial development, 
both its extent and its character, 
make that extremely improbable. 

T 

I 

’ O b ?  2 

Even if European manufactures a;e 
sufficient, America will not provide 
an adequate market for them. For 
her balance of payments problem is 
radically different from that o f  19th 
century Great Britain, when we were 
exporting manufactured articles to 
countries with a complementary pro- 
duction-locomotives for example to 
the maize - producing Argentine. 
America, while requiring to import 
some raw materials, makes almost all 
she needs, and nearly all of it more 
cheaply in terms of man-hours. I f  
Europe can compete in price it will 
be by means of lower wages or 
longer hours: and, though this is both 
practicable and desirable on ordinary 
economic principles, trade of this 
kind always encounters formidable 
political opposition. T o  the home 
manufacturers in the high-wage 
country it is unfair competition and 
though their opposition may not pre- 
vent some increase in imports it is 
likely to kccp them down to such a 
level that, in default of other solu- 
tions, America’s exports will be much 
less than either she or other countries 
would desire. 

Imports plus net capital export 
must, of course, set a definite limit 
to the amount of American exports 
that can be sold. The debit and 
credit items in any country’s balance 
of  payments with thc rest of the 
world (including short term credits 
as  well as  long term loans and invest- 
ments) necessarily balance, not only 
in the long run but at  every moment. 
For many years after 1952 the limit, 
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to a dollar, of American exports will stantial. The level of America's 
be set by what other countries can exports will still be determined by 
pay. I t  will probably be in her in- her customers' ability to pay. The 
terest tn maintain her exports above recognitiori of this fact may have 
this level and to direct her general other important consequences on her 

to that end. Economists and commercial policy. She will have. 
exporters will be likely draw the in the first place, no national interest 
moral i n  the next few years; and in subsidising any particular class of 
several important consequences may If, for  example, she sub- 

sidises shipping, she will not increase follow. 
total exports by a dollar; the result 

America's interest to encourage pro- ports to the Same extent as her 
ductive foreign investment on a large shipping earnings increase, so, 
scale. Such investment, however, if an eficient 
requires two conditions; first that the succeeds i n  persuading, say, an 
area Of the investment shall Offer Italian purchaser to buy an American 
OPPOrt'Jnities for economic develop- rather thall ? British locomotive, the 
merit, and Second that Political con- result again will he to reduce other 
ditions shall he such as to permit the exports by the amount of the value 
development and ensure the investor of the locomotive. Equally, while 
that he will not be rohbed of its fruits there i s  still in the sense described 
by confiscation. The greatest coun- an  unbridgcd gap, there is no net 
tries, however, with opportunities for advantage to the American economy 
economic '' development " (as distinct in securing increases in particular 
from industrial " reconstruction 'I in exports-e.g. to France by prevent- 
Europe)-China, India and Russia- ing a preferential tariff between her 
do not, or may ]lot, satisfy the poli. and Belgium. It is in this light that 
tical condition. In the rest of the we should attempt to estimate the 
world the &king of future evolutiqn of America's policy 
territory in which both conditions arc In the years immediately following 
satisfied is that of the colonial em- 1952. I believe that a growing re- 
pires of treat F ~ ~ ~ ~ ~ ,  ~ ~ 1 .  cognition of the inexorable arithmetic 
ginm and Holland. our own case, of the balance of payments will result 
fo r  example, it i s  obvious that we in some of the exceptions to non- 
shall not be to export enough discrimination which arc  now allowed 
capital to our colonial ,,,,,,ire temporarily being continued for a 
secure as great and as rapid a milch longer period. And in that 
development as would otherwise be Case the task of securing an integra- 
both practicable and desirable. Here tion of the economy O f  Western 
is  a basis for  an arrange- Europe. short of complete union 
merit with America ,.,hi& would be where that is impossible, Will be 
of great benefit alike to her, to us, to 
the colonies and, by its effect on the The economic opportunities of 
general balance of payments, to the Western Europe, with an adequate 
world as a whole. measure of economic integration, in 

With every practicable develop- suitable association with the British 
ment on these lines, however, added Commonwealth and with the con- 
to such increase in America's imports tinuance of sympathetic and broad- 
as may prove possible, the remaining v i  s i o n  e d encouragement from 
gap, though reduced. will still he sub- America, are-assuming peac-b- 

In the place i t  will he to will only be to reduce her other ex. 

greatly facilitated. 
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viously very great. Here is a 
population of 250 millions, skilled 
and industrious and clearly able 
under suitable conditions to manu- 
facture enough to pay for such food 
and raw materials as they cannot 
produce themselves. And with in- 
creasing economic strength, defensive 
strength will grow pari passu. The 
Brussels defensive alliance, and all 
that may develop from it, is the 
counterpart of the Paris E.R.P. 
organisation and all that may be 
built on that. I f  all goes well, 
Western Europe may become both 
reasonahly prosperous and strong 
enough to offer no temptation to an 
aggressor. This is the only route to 
both safety and freedom. For that 

very reason, however, there must b, 
a period of crisis and tension this 
year which might otherwise have 
been postponed a little longer- 
though it would have been then 
aggravated and not arrested. For 
Russia has seen as clearly as we do 
the promise o f  the efforts which are 
now being made in Western Europe, 
and the intensity of the present crisis 
is obviously due to her desire to make 
hay while the sun shines. How far 
she will g-and whether she will 
blunder into more than she i n t e n d s  
in a desire to exploit her resources at 
the moment of their greatest relative 
strength, is the great enigma of this 
year.-From NATIONAL' PROVINCIAL 
BANK REVIEW, May, 1948. 

PROFIT MARGINS 
MI. Gilbert D. Shepherd, M.B.E. at the expense of consumers and 

(President, Institute of Chartered workers. Such analyses would show 
Accountants) : " I would like to see the relatively small Proportion of 
nicmbers, whether in practice or in profit, the heavy impact of taxation 
industry, press for an extension oll thereon, and the necessary retentions 
the widest of two practices now to enable the company to continue as 
adopted by some companies. a healthy organism. They would 

I ,  first is pressrltation of  a also show how much noiiscnse is let 
corlcise analysis showing thc disposi- loose On 'he public in regard to 

prices; the reductions in prices yhich  tion of the gross revenue received could be achieved in many instances 
by the removal of all profit would from, a company's operations. . I shall 

not to s"gb'est a scarcely be felt by the consumer, I 
form but, speaking generally, gross was pleased see a letter on this 
reveniie is disposed of by expenditure of  ~~~~h 9 last 
on salaries and wages, materials, from sir Arthur cutforth,  an 
operating expense, laxation, divi- esteemed past president of the 
dends and transfers to reserve. ' I t  Institute. 
is only hy the widespread use of such " The second, practice I would like 
'an analysis (in sterling or by pcrcen- to see idopted more widely is that of 
tages only) that we '  shall dispel the stating the dividends paid not only as 
illusjon, now so prevalent, that enor- percentages of the paid-up capital but 
mous profits are being pocketed by also as percentages of the original 
the shareholders in public companies capital' enhanced by.surns retained in 

point in ~ 1 , ~  
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the business over a long period of 
years. I regard this as the more 
important since the prohibition 
against the issue of bonus shares to 
capitalise reserves fully employed in 
the business.'' (Annual Meeting of 
the Institute, London, May, 1948.) 

Lord MsCowan. K.B.E. (Chair- 
man, I.C.I.. Ltd.) : " I n  presenting 
you, as usual, with a statistical 
resume of the company's consolidated 
activities for the past year, we have 
this year put the figures in tabular 
form." 

(The figures in italics give com- 
parable details fo i  1946.) 
1947-IC1 AND 84 SUBSIDIARIES 

'(1946-IC1 and 62 Subsidiaries) , G r o s s . manufacturing 1946 1947 
'and trading proceeds f m  f m  
' and gross income from 
investments, etc. ...... 119.8 140.4 

Raw materials and pur- 
chases for resale, main- 
tenance of p l a n t s ,  
freight charges, factory 
and sales administra- 
tion expenses (exclu- 
sive of snlaries and 
wages) .................. 67.4 81.8 

Wages and salaries ... 30.5 342  
Pensions and contribu- 

tions to pension funds 1.8 2.9 
Obsolescence and depre- 
ciation of plants ...... 4.2 .4.3 

United Kingdom a n d  
overseas taxation ...... 8.4 8.9 

Retained by the com- 
' pany for additions to 

reserves including spe- 
cial addition to central 
obsolescence and de- 
preciation provision ._. 3.6 4.4 

Distributed as net divi- 
'dends to stockholders 3.9 3.9 

119.8 140.4 

(Annual Meeting, London, May 20, 
I 

1948.) 

PROFIT MARGINS 

Sit W i U , b  C. Vadon Smith -.E 
(Chairman, Bristol Aeroplane Co. 
Ltd.) : " The  following statement 
sets out the way in which the com- 
pany's income for 1947 was expended. 
The figures per f l  of income are as 
follows :- 

S. d. 
Materials and supplies, in- 
cluding sub-contracting and 
other trading expenses ...... 9 21 

Employees' wages & salaries 8 0 
Coal, gas, electricity, trans- 
port, postages, telephones, 
other State-operated ser- 
vices, and local rates ......... 6 

Repairs and depreciation ... 1 0 
Taxation ...................... i. 81 
Retained in business ......... 36 
Paid i n  d iv idendsne t  ...... 31 - 

20 0 - 
"Included i n  the figure of 8s. for 

wages and salaries is the amount 
payable in respect of the many ser- 
vices afforded to employees by the 
company in addition to actual dis- 
hurscments for  net wages and 
salaries." (Annual General Meeting, 
Ijr idol ,  May.  1948.) 

MI. F. C. Clarming Fimn (Chair- 
.man, Fison's, Ltd.) : The following 
division of each f l  of sales may 
interest you :- 

s. d. 
Cost of mateiials and other 
works expenses ............... 13 51 

Wages ........................... 1 104 
Carriage and selling expenses 2 0 
Administration, ancillary ser- 
vices, etc. ..................... 0 8 

18 0 
Taxation ........................ 1 34 
Ikservcs ........................ 0 3 
Dividends ........................ 0 51 

- 

20 0 - 
(Annual Meeting, Ipswich, Junr. 

4 6 5  1948.) 
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U.S.A. ECONOMIC CO-OPERATION POLICY 
By PAUL G. EOFFMAN 

T H E  breadth and magnitude of the 
inspiring objectives set for us 
by the Congress are  reflected 

i l l  the following analysis of our 
responsibilities under. the Foreign 
Assistance Act of 1948 : 

(1) W e  must promote agricultural 
production in 18 nations. 

(2) We must promote industrial 
production in 18 n a t' tons. 

(3) We must assist in restoring or 
maintaining the soundness of cur- 
rencies, budgets, finances in 18 
countries. 

(4) W e  must facilitate and stimu- 
late -trade by each of these nations 
with all the others and with the 
United States, and with thc rest of 
the free peoples of the world. 

( 5 )  Assistance must be extended in 
the form of loaiis in all cases where 
it is the considered judgment of the 
:idministrator in consultation with the 
National Advisory Council on Inter- 
iiational Monetary and Financial 
I'roblems, that the loans can be 
repaid. 

(6) I n  all cases where a sound loan 
cannot be made and where, therefore, 
assistance is extended as  a grant, the 
participating country must place in a 
special account its own currency in 
commensurate amounts. Plans must 
be developed and mutually approved 
with each country in which such 
funds are accumulated to use these 
funds for recovery purposes within 
that country. 

(7) W e  are  to facilitate and maxi- 
mise the use of private channels of 
trade in procurement. 
4 6 6  

' 
(8) Assets and earnings belonging 

to citizens of participating coiiiitries 
but situated in the United States 
territory arc to be, as far as possible. 
located by the participating country 
and put to appropriate use in further- 
ance of the recovery programme. 

(9) The Administrator is to see 
that participating countries facilitate 
the transfer to the United States, on 
reasonable terms and in reasonable 
quantities, materials which we may 
require as a result of deficiencies or 
potential deficiencies in our own re- 
sources. Due regard must be had for  
domestic use and commercial export. 
' (10) Agreement must be worked 
out for future delivery of adequate 
quantities of materials of the kind 
referred to in the foregoing para- 
graph, including possibly increased 
production of such materials. 

(11) The  Administrator is to 
encourage the largest possible utilisa- 
tion of manpower within the partici- 
patinp countries including, where 
possihle, arrangements with the 
International Refugee Organisation. 

(12) The Administrator is to 
request the Secretary of State to 
obtain the agreement of those coun- 
tries concerned that such capital 
equipment as is scheduled for 
removal as  reparations be retained in 
Germany if such retention will most 
effectively service the purposes nf 
the European Recovery Programme. 

(13) The  Administrator is instruc- 
ted in co-operation with the Secretary 
of Commerce to facilitate and CII- 
courage. through private and public 
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travel, tra'nsport, and other agencies, 
the promotion and development of 
travel by citizens of the United States 
to and within participating countries. 

(14) To encourage American busi- 
ness to invest and assist in European 
recovery, the Administrator is 
authorised in the case of projects 
approved by him and the participating 
country to guarantee the exchange of 
local currencies for dollars to the 
extent only of the dollar investment 
in each such project. 

(1.5) With respect to American 
hooks, magazines, newspapers and 
motion pictures distributed i n  Europe, 
such guarantees during the first year 
of operation are limited to 15,000,000 
dollars out of a total contemplated 
appropriation of 300,000,000 dollars. 

(16) We arc to pay ocean freight 
charges from United States ports to 
foreign ports on contributions for 
relief in participating countries 
donated to or purchased by voluntary 
non-profit relief agencies recom- 
mended by the Advisory Committee 
on Foreign Aid with Europe. 

(17) We are to arrange with the 
Past Office Department for a reduc- 
tion of postage paid by individuals in 
the United States for sending pack- 
ages of food, clothing, medicine, and 
so forth to individuals in countries 
which are receiving assistance in the 
form of grants. Such reduction is to 
include payment by E.C.A. of ocean 
freight and, where possible, payment 
in local currency of terminal charges 
in the country of destination. 

(18) The Administrator is to 
refuse d e 1 i v e r y to participating 
countries of commodities for  use in 
the production of other commodities 
for  delivery to any non-participating 
European country which would be 
refused an export licence by the 
United States for such commodity in 
the interest of national security. 
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(19) The Administrator is enjoined 
to see that United States commodities 
shall be exported first to participating 
countries in preference to countries 
wholly or partially in Europe which 
are not members of the Organisation 
for European Economic Co-operation. 

(20) The Administrator is to 
maintain. a constant review of the 
economic situation in each participat- 
ing country to ensure the efficient use 
of the resources of such countries 
(including commodities, facilities and 
services furnished under E.C.A.) to 
promote recovery. 

(21) 'The Administrator is to ob- 
tain from each participating country, 
at least every quarter, a full state- 
ment of operations under the bilateral 
agreement. 

(22) The Administrator is enjoined 
to assure that as far as practical at 
least 50 per cent. of the group ton- 
nage of commodities procured within 
the United States are transported 
abroad in ocean vessels flying the 
United States flag. 

(23) To the maximum extent, the 
Administrator is to procure petro- 
leum and petroleum products from 
sources outside the United States and 
to see that alternate fuels or sources 
of power are used wherever practic- 
able. 

(24) In  carrying out all the fore- 
going responsibilities and in promot- 
ing the recovery of other nations, the 
Administrator is enjoined to minimise 
the drain upon our own resources and 
to avoid impairing the fulfilment of 
vital needs of the people of the 
United States. H e  is particularly and 
specifically instructed as to how 
agricultural procurement is to be 
conducted to protect the domestic 
economy. - Statement to. Senate 
Appropriations Commiffee, Washing- 
ton, May 13, 1948. 
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BUDGET SURPUIS-IMPLIUTIONS EXAUXNBD 

survey’s estimate for  depreciatior 
allowances of f700,000,000 should be 
increased to f850,000,000. Net bor- 
rowing from aliroad (mainly Mar- 
shall Aid) will, he thinks, come to 
f300,000,000 r a t  h e  r t h a  n t h c 
f250,000,000 suggested by the survey. 

These four items-current surplus, 
savings from private capital account 
alipropriateil by the Government, 
depreciation allowances. foreign 
horrowing-will thus provide a sum 
nf  &’:1.655,000,000. I f  the survey’s 
figtire o f  S1,800,000,000 for  gross 
cxpiial formatioil is accepted. this 
le;~ves : I  sttm o f  only f14S.000.000 to  

duties, stamp duties paid on transfers 
of property, and the ‘‘ special contri- 
bution.” since thc pcoplc who make 
these payments regard them as pay- 
ments mil of savings. Rut the sur- 
vey estimate includes such payments 
in current revenue. On a strict basis 
oi  comparison the siirrey .estimate 
wmild appear even smallcr. 

! 
WHERE THE SAVINGS C,OME 

FROM 
l‘he I,ayncnts out  of private sav- 

ings, or  ’’ lxivatc caliit;il :iccounts ” 
in the writer’s oiiw words, arc put xt 

ever. is rcparded i ts transferrinp hc providcd from private savings. 
back .~165.000,000 hy way of E.P.T. Umlistributctl profits o l  husiness 
refuiids aiid war-damage payments. alone, especially in view of dividend 
On halance therc is thus ;I transfcr limitation. will cover this. Hasty 
to the Govcrmnent of i!8O.OOO,OOO. crrnclusions should not lie drawn from 

was very pessimistic ‘mere  figures. Rut they point to a 
about the size of thc natiriiial income lifting o f  sonic of the restrictinns on 
in 1948. and thc writer considers the c:ipifal illvestment. 

fZJS.000,000. The Government. h o w  . .  

International Bank’s First Non-Dollar issue 
Great satisfaction wa; expresred in the U.S.A. a t  the anmiincement from 

Wuhington on May 25 that the Interiiatinnal Rank had come to a n  
a r r m g m e n t  with the Bank for Intcrnational Settlements (B.1.S.) in Basle. 
i kx ing  IJ? dircci sidc ihc lirst buuds to I)c issued by the loternational Rank 
in ather than dollar denominations. An issue of 2% per cent. Swiss franc serial 
hnnds, dated April I ,  1948, maturing in I953 and 1954, to the aggregate 
amoiint of sFr. l i  milliun (approximately $4 milliun) has been pnrchascd 
at par Iiy thc I.kiiik f~rr’Iiilcrnatii,nal Settlcments. ‘l‘he aniount was small, 
but the ice had been broken. Competent American authorities in Switzer- 
land described the transaction :IS “ the  FIRST hlAjon ISSUE of bonds in 
other than dollar denominations” as if it were a foregone conclusion that 
more such issues would follow. 

As the prospect of placing these honds amnii$ investors i n  Switzerland 
is extremely slight, the B.I.S. will havc to hold the  bonds till maturity. 
~ c c q ~ l i n ~  a lowcr rate of intcrcst than ohtainahle elsewhere i n  Switzerland. 
So i i  was “1nGqnis t h a t  the 13.I.S. hacl n ~ l c  a definite conccssion to the 
Iiitcrnational Bank. The  motives for doing.so are not difficult to under- 
stand. “ T h e  interest and co-operation of the Rank for  International 
Settlemcnts . . . has been encouraging and greatly appreciated,” said Mr. 
John J.. McCloy, president o i  the International Bank, in announcing the 
bond issue. “ W e  arc hopeful that this will prove to hc one of B continuing 
series of international tm.nsactions.”-STArIsr, June 5, 1948. 
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1. INCOME TAX ANOMALIES 
I 

i 

By S. P. CBAMBERS 

ULES of taxation which were R appropriate when less than IO 
per cent. of the population 

pay income tax are inappropriate. 

, 

I 

The Author, with all the Experienee of a 
! Commissioner of Inlnnd Revenue, has beeome 
I .  an Important Critic of Britain's Taxation Systems. 

I 

'I 

, 
', 

1 : ;  

1 ' i  
\ I  

, I  

I ,  

. ,  

, ,  

/ / I  

allowances, were designed with the 
, object of exempting from tax the 

basic cost of living of the taxpayer 
and his family, .and the theory was 
that the part of the income which 
the taxpayer used for his bare living 
needs ought not to be taxed. 

But to-day a married couple get 
free education and many other free 
services for their children. They 

year, $350, f400 and f600. For the 
lowest income the cash reduction is 
nil, because no tax is payable any- 
how. The f350 a year man gets €7 
off his tax bill, the f400 a year man 
f15, and the f600 a year man gets 
;E27 off his tax bill. Taking the 
allowances together the effect is that 
although the State has assumed con- 
siderable responsibility for the cost 
of bringing up children, it pays the 
parent more when the parent's in- 
come is larger and when he is 
therefore not in such need of 
assistance. 

There is clearly duplication and 
anomaly here. The old tax system 
is inconsistent with the new social 
insurance system. The trouble is 
that the two sets o f  allowances have 
grown up independently. They are 
separately administered by separate 
Departments under separate Minis- 
ters. A surgical operation on the 
two systems has become necessary to 
get rid of the malignant growth of 
many years. But the anomalies are 
not confined to the allowances. Flat 
contributions are collected under the 
National Insurance Act and the In- 
dustrial Injuries Act, and after next 
July these contributions will amount 
to 5s. Id. a week for the adult male 
worker. The employer pays another 
4s. Zd. a week, and i f  we assume that 
the employer could pay this 4s. Zd. as 
extra wages to the employee if he 

, 

0 

The other-under the Income Tax 
Acts-varies according to the tax- 
payer's income. But the variation is 
the wrong way round:. the smaller 

,I 
I/ 
4: 

Ii 
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INOIYE TAX A N M ~ l r S  

simply, is to expand the family allow- 
ances system to cover payments for 
the wife, first child and othei depen- 
dants, and then exclude all these 
allowances from the income tax 
system. On. the other hand the in- 
surance contributions c o 11 1 d be 
abolished altogether, leaving this 
taxing function to the income tax. 
This would open the way to a sweep- 
ing simplification of the income tax 
except for  the higher ranges of in- 
comes, which in any case constitute 
such a small proportion of the.total 
number of incomes. A flat rate of 
3s. in the f on all income up to f500 
a year would be sufficient to bring in 
about ~600,000,000-which is roughly 
sufficient to cover not only the whole 
revenue of the present complicated 
system under PAYE but also the 
contrihutions under the National In -  
surance Acts and the amount neces- 
sary to expand the family allowances 
as I have suggested. A flat tax of 
3s. i n  the f would mean that the mar- 
ginal rate o f  tax’ would be made 
equal to the average rate, and for 

tax would he 3s. and not 7s. 6d; 
That would be an enormous improve- 
ment. The present budget lrrings the 
7s. 6d. down to 7s. Zd., which sliows 
how little can be done to bring down 
the rate of tax on overtime earnings 
by merely adjusting the allowances 
under the present system. 

J3ow much the flat rate of tax 
should be would depcnd upo:? Ixidpct- 
ary factors which change from year 
to year, and the 3s. rate which I have 
suggested is little more than an 

ahont the rate which would leave the 
whole budgetary position substan- 
tially unchanged this year. The in- . . 1 
dividual taxpayer will not. of course, 
be in exactly the same position as 
before. For example, a single man 

f20 i n  income tax and about f13 in 

! 

the extra SI of earnings the extra ~ 

I ,  

I 
i 

illustration, although in fact it is just ( j  
I 

earning f250 a year pays at present , I  

did not pay it to the State this means 
that the real cost to the employee is 
not less than E24 a year. 

Although these payments are 
called ‘ I  contributions,” they are, of 
course, taxes, and are sa described in 
the Government White Papers on 
National Income and Expenditure. 
They constitute a form of direct 
taxation which is violently regressive. 
That is to say, the rate of tax per 

, pound uf income goes u p  as the in- 
come goes down. For a worker 
earning f2  it week the joint contrihu- 
tions are equivalent to a Rat tax of 
no less than 4s. 6d. in the €; for  the 
f S  a week man the equivalent ,is Is. 
9d. in tlle f; for the &60 a week man 
it is  less than 2d. in the f .  So we 
have an income tax for  which the 
rate in the pound goes up a5 income 
goes up, and a National Insurance 
contribution for which the rate goes 
up as the income goes down. This 
regression is, of course, a feature of 
all flat contributions. But what is so 
convenient as to be passable when 
the weekly amount is a penny o r  two 
is no longer acceptable when the 
weekly amount is counted in shillings. 

Now. i f  we stand right hack from 
all the detail of  these taxes and 
;dlowances under the Income Tax 
Acts and the Social Security laws, 
two main features emerge. On the 
one hand the State takes money away 
as taxation, on the other it gives 
money as allowances. This suggests 
that the proper course would be to 
merge the insurance contributions 
with the income tax, and to merge 
the main income tax allowances with 
the family allowances. Now that we 
have a Family Allowances Act and 
other Social Security laws, there is 
no sense i n  retaining the whole 
paraphernalia of personal allowances, 
child allowances, allowances for de- 
nendants. and so on, io the Income 
Tax Acts. 

What could be done, and done 
11 4 7 1  



EIRE PURCHASE-New Phases 
EXTRACTS FROM T E E  "FINANCIAL TIMES" 

HE position of hire-purchase 
finance companies has recently 
entered a new and interesting 

phase. I h r i n g  and since the war the 
Treasiiry has been anxious to check 
any inflationary tendency which 
might arise from a large-scale ex- 
pansion of consumer credit. 

At the same time. the Board of 
Trade has exercised control over in- 
dividual classes of hire-purchase 
transactions through thc mechanism 
of its price control system. A larger 
initial payment has to be made and 
a shorter period of credit allowed 
than was sometimes customary hefore 
the war. 

Although the value of the business 
done is ahout equal to pre-war, the 
number of transactions is well down. 
For  one conipnny. for example, the 
average outstanding halancc rm the 
initiation of a contract was ahout 
€90 i n  1938. Now it i,s shout f530. 
The risc is partly due to the increas- 
ing proportion of business done in 
industrial plant and partly tn  the 
advance i n  prices of such gnods as 
second-hand motor vehicles. The 
advance of credit for the p ~ ~ r c h a s e  
of motor vehicles still comprises 
quite an important part of total torn- 
over, although it is naturally below 
the pre-war level. For  onc firm, 
again, over 80 per cent. of its pre- 
war turnover was in this field. litit 

T to-day the percentage is down to 
ahout 33 per cent. including motor 
coaches and o t h e r commercial 
vehicles hesides private ciirs. Thc 
balance of this company's busincss 
is entirely concerned with industrial 
plant. 

Agricultural machinery and equip- 
ment for  open-cast coal-getting are 
promising fields for hire-purchase 
finance. There arc many others 
which should open up, For instancc, 
hefore thc war laundries and printing 
estahlishments fair 
amount of business. In  niost cases 
they hare not heen able to replace 
inachinery since before the war and 
so provide a potential market. 

Increasing use .of machinery i n  
small businesses was a strong trend 
i n  the lire-war years and it is one 
which will no doubt strengthen when 
demand can he satisficd. Financing 
such purchases is well :idapted to the 
organisation of the hire-purchase 
finance companics :~nd  during the 
war there was an increasing apprc- 
ciation of their econnmic role. A 
large number of small cnxiieeriiiK 
cnncerns turned to thcm ~vhen  they 
went  on to war work i ind had tn 
expand thcir cap;icity. At present 
the Joint Stock hanks are introduc- 
ing quite a lot of business .where 
their clients seek facilities to huy 
plant.-fu,tc I ,  1948. 

p r o v i d e d ' ii 

Resurgence of Japan 
"Already in the third quarter of 1947, Japan was exporting 143 million 

linear yards of cloth, compared with exports from Great Britain in the 
same quarter of 146 million yards. . . . It seems probahle that figures of 
both production and exports of Japanese cotton textiles will continue t o  
rise progressively during this year."-THINKrNc AHEAD. 
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HUNGARY'S ECONOMIC PROBLEMS 
By BLANCHE LUCAS 

UNGARY'S economic policy is H determined mainly by her 
desire to restore pre-war 

ecunomic standards and by her 
obligations to pay reparatiuns to 
Russia. Surprisingly little mention 
is made of the prohlem of repara- 
tions which in other defeated coun- 
tries occupies a central position in 
the public eye. The Three-Year 
Plan.'accepted by the Government in 
the summer of 1947 as  the basis of 
its. economic policy, is O!I paper a 
remarkable statistical and theoretical 
achievement and, could it be put into 
effect as  originally intended, would 
no doubt remove' many of the ob- 
stacles at  present blocking the road 
to recovery. I t  was born at  an 
inauspicious hour, however, and 
suffered a considerable set-back 
owing to the drought of the summer 
of 1947. Moreover. one of the pre- 
conditions of its successful working 
is the availability of capital, which 
in Hungary has always been scarce. 
As the country is not participating in 
the Marshall Plan and there is no 
prospect of a foreign loan, the 
necessary capital can be acquired by 
inflation, compulsory saving .or taxa- 
tion. The Use of the first measure 

second and third methods by levying 
new taxes, raising the price of State 
monopoly commodities (tobacco, al- 
cohol, matches, salt) and encouraging 
saving. Economically these measures 
are sound;.politically they are  giving 
rise to discontent and unrest, which 
puts the Government in a difficult and 
painful situation, inasmuch as, at  the 
autumn elections, it promised the 
working classes an  immediate and 
continuous rise in their standard of 
liring following on the adoption of 
the Three-Year Plan. Since the war 
the main trend in Hungarian 
economic policy has been directed 
towards nationalisation, as  a result 
of which the coal-mines, the heavy 
industries and the six largest banks 
with their industrial holdings have 
already passed into the ownership of 
the State. The  nationalisation of 
the banks has struck the hcaviest 
blow at independent enterprise. and 
it  is to be followed by that of the 
bauxite undertakings. Ilunpariaii 
commerce and industry are thus 
being rapidly concentrated in the 
hands of the State. I t  is interestinl: 
to note i n  this context that an all- 
important position is held by 1lussi2 
in Hungarian communications by her 
narticimtion to the extent of fifty 

ifio soon after the catastrophic per cent, i n  the Hungarian-Soviet 
situation of 1945-46 could only b e -  Shilqling Company and the Hun- 
regarded as  a last resort by any earian - Soviet Airways Cnmpan?. 
Hungarian Government. As it is, Forther Russian interests i n  I-Iun:;ir!. 
strong inflatioi1;iry tendencies were are the German assets which she 
iiorceptible i n  the' summer -and acquired by virtue of the Potstlam 
;iutomn of .  1947, Iiut the Government, Agreement. Thcse and other points 
itlire to the danger of a second in- of vantage occupied by Russia i n  thc: 
flation, stopped the further printing economic field either directly o r  in- 
o f  banknotes and the note circulation directly have hrought with them so 
has heen more stable for the last much plitic;il power that she is UII- 

three months. The Governnient has likely to relinquish them. - Fronr 
already shown a preference for the WORLD AFFAIRS, April .  1948. 
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RED ISTRIB UTION 
POWER 

T is important to examine the I economic implications of the 
shift in purchasing power in the 

U.K. from rich to poor which, super- 
imposed on the destruction and dis- 
location of war, contribute largely to 
the present economic difficulties of 
this country, however much they are 
rightly applauded as an important 
social advance. The extent of the 
misunderstanding of these implica- 
tions is to he seen in the Govern- 
ment’s ‘‘ Statement on Personal 
Incomes, Costs and Prices,’’ which 
seems to contemplate a fall in prices 
and profits as a quid pro quo for the 
maintenance of a stable wage level, 
that is, a rise in real wages and a 
further redistribution of income 
before tax. These measures may 
help to reduce trade union pressure 
for higher wage rates, which is no 
douht their practical purpose, but the 
inflationar). pressure of demand on 
supply cannot he cured by making 
the incomes of a large section of the 
community go farther because of 
lower prices, while another section 
of the community. though made 
poorer by the reduction in prices and 
profits, is unlikely to  diminish its 
spending correspondingly. 

Moreover. as everybody now 
knows, the country is at present 
living beyond its means even at full 
employment levels of output and will 

’ 

, OF PURCHASING 
By J. R. N; STONE 

continue to do so even under Mar- 
shall aid;  net’  real capital expendi- 
ture, particularly on plant and 
equipment, essential for national , 
solvency, is by no means high. The 
first call on any increase in produc- 
tion, indeed on existing production, 
is to set these right rather than to 
expand the means of household 
spending on consumers’ goods and 
scrvices. 

The Budget has taken an impor- 
tant step in dealing with this problem 
in so far as this can be done by 
budgetary policy. By budgeting for  
a large genuine surplus the Chan- 
cellor has ensured that a substantial 
slice of purchasing power will be 
removed from the possibilities of 
current expenditure and will be avail- 
able to offset inflationary pressure 
from other sources. But it is evi- 
dent that the Government only 
partially controls the situation, and 
the economic sanctions of the past 
are for the present powerless. In  
such circumstances the maintenance 
of stability hy democratic means calls 
for an almost superhuman exercise 
of collective restraint. It is not easy 
for any group to defer even for a time 
the attempt to reach that standard 
of living to which, in the immortal 
American phrase, it is determined to 
become accustomed. - Extract from 
THE TIMES, Iime 3, 1948. 

B,ritnin’s Exports 
“ A t  least one-third of our total p rewar  export trade took the fqrm of 

parcels worth fl00 or  less, and the bulk of these emanated from a large 
number of independent and largely unorganised small businesses."- 
HARCOURT JOENSON, Secretary of the Dept. of Oucrscas Tradr (1943). 
recalled by G. D. A. MACDOWALL, FZONOMIC JOURNAL, March, 1948. 
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By ROBERT J. EDWARDS 

R E  Wembley iactory of Glacier top managers and one foreman; T Metal Company has long got representing the managemqnt. The  

‘consultation. Their works coiincil is Tier Two.-The works committee, 
no mere weliare committee, “some- elected by all the 1,462 workers in 
where for the boys to let off steam.” the factory, which is on the same 

Nothing is barred frum discussion level as  the (managerial) super- 
a t  the Wemhley works council, excepl intendents’ committee. Both are in ’ 
matters that, i f  disclosed. might be close consultation. They can thus 
advantageous to rival companies. deal with many problems that would 
Divisional managers report on the otherwise have to go before the 
activities of their branches a t  each works council. ’ monthly meeting. Cost figures, niit- Tier Three. - Shop committees. 
standing sales commitments, the whys comprising one elected member from 

‘ 1  ‘ and wherefores of managerial deci- each shop section, in none of which 
sions-all come under scrutiny. So are cmployed more than 15 workers. 
does the yearly balance-sheet. These committees confer closely with 

(with the management) calls a meet- Presiding over each chargc-hands’ 
ing of all ‘the workers tn discoss the cnmmittee is the shop superintendent. 
profit-and-loss :tccooni. This, in :I He conveys the decisions of the 
privately uwnctl firm, is ;in ndmir:hle works council through the super- 
departure from the normal coneep- intendents’ committee. of which he 
tion (evcn in a progressive company) 
oi  the maximum rights of the w r k e r .  So there is no cause for a foreman 

Thc company’s directors decided or  charge-hand ,to complain. as  in 
some ycars ago to peg the dividend factories where there are only 
a t  71 per cent. The remainder of workers’ committces. *hat “even the 
thc profits now go into research. chap who sweeps the floor knows 

> ,  rc-equipment. price reductions or more about what the management is 
quality-raising, and to benefit the doing than T do.” Recause he has 
workers. On last year‘s surplus his rightful place in the joint con- 
profits, f30,OOO was allocated by the sultation stnictiire. the fnrema,n has 
directors as extra-payment for  the helped to make it work effectively. 
workers. The works council appointed That is a lesson for other factories 
a special ad hoc sub-committec to to learn. A resistance movement of 
decide how the money was to he used. 

A three-tier system of joint con- natural sequence of joint consults- 
soltation is considered an cffective tion: it’s a pointer to its defects. And 
way for workers’ representatives to (at \\‘enihley) there is nothing tn stop 
report hack to their cnnstitiients. I t  tho wnrkers frnm electing foremen 
works like this : itnd charge-hands tn represent them 

Ticr 01tc. - The works councjl : i n  the three-tier striicture. So iar. 
ninc councillors. elected by a works that h a s n ’ t  happened. - From 
committee of 24 memhers, and eight 

past the infant stage of joint chairman is independent. 

Every year, the works committee charge-hands’ committces. 

1 
! 
! 

is also a member. 

foremen and charge-hands is wi a -  
, .  

TRInum, May 21, 1948. 
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THE TRENDS OF INTERNATIONAL 
BANKING 

URING the 1939/45 w a r - a s  D has happened during prac- 
tically every war-the volume 

of  money in existcnce in each o f  the 
. belligerent countries was subject to 

quite abnormal expansion. Other 
nations which did not participate in 
the actual hostilities were also caught 
up in this movement, and the im- 
petus of the world monetary inflation 
was so strong that this trend has been 
maintained, with varying force, since 

It is of interest, therefore, to 
examine the monetary experience of 
certain countries, but difficulties con- 
front international comparisons of 
this nature, as allowancc has to be 
made for widely different price move- 
ments and for significant changes in 
population. I~urther ,  the basic com- 
position of price index numbers 
varies as  hetween nation and nation. 
However, an attempt is made in the 
tahles which follow to compare the 

_.  expansion in the volume of  money 
between four important Empire 

, military activity ceased. 

countries. 
That, between June. 1939, and 

,Tune. 194.5. the averiiw amount of 
money per head of  population in 
Australia, the United Kingdom. New 
Zealand and Canada increased 
,g,r.catly, and that this expansion con- 
tinued during the two post-war years 
is evident from the following 
figures :- 

New Zialand fN,.i, 91 177 211 
Canada $Cam231 455 549 

June 1939 June 1945 
h to . 

J& 194s June iG47 
Percentage Increase % % 

Australia ...... 108 11 
United Kingdom 129 li 
New Zealand .. 95 19 
Canada ......... 97 ? I  
Although, relatively, the rise in the 

quantity of money per head of 
population in the United Kingdom 
between 'June, 1939, and June, 1945, 
was by f a r  the greatest-129 per cent. 
-the maximum increase for the sub- 
sequent two years was recorded in 
Canada, followed by New Zealand. 

Prices and the cost of living, how- 
ever, have not moved uniformly in 
these countries. As a consequence 
the preceding figures do not portray, 
with any accuracy, the change in the 
real value, or effectiveness, o f  .the 
quantity of money per head of popu- 
lation, After making allowance for  
price changes in the respective coun- 
tries, by use of their official index 
numbers of retail prices, the percen- 
tage increases i n  the real value of 
the quantity of money I>cr head of  
population arc  sct out below :- 

lune 1939 lone 1945 
1" 10 

June 1945 June 1947 
Australia ...... 68% i %  
Canada ......... 65 i 
New Zealand 67 18 
U. Kingdom ... 70 18 
I t  will he noted that the experience 

nf all four countries was milch the 
same over the war ,years. In each 
thcrc' was a heavy increasc i n  the 
quantity of  effective purchasing 
power per head of population. Rut 
there has been a striking diffcrcnce 

3 2  17 4 ?  7 



BmNUMlC D I G B T  

in the post-war years between, on the 
one hand, Australia and Canada, and 
on the other, the United Kingdom, 
and New Zealand. In  both the latter 
countries there has been a strong in- 
crease in the per capita effective 
purchasing power which must have 
thrown a further considerable strain 

on the gap between supplies of com- 
modities and ' services and public 
demand to that existing at the close 
of the war. I n  Australia and Canada 
it seems that this strain has not been, 
accentuated to anything like the same 
extent. - Monthly Summary of 
Nalional Bank of Australasia Ltd. 

Price Increases in Two World Wars 
The first Great W a r  brought a more rapid increase in world living costs 

than did the second, according to an analysis published in Montreal on May 
15, 1948, by the International Labour Office covering 21 countries for  which 
competitive figures are available. The analysis includes a three-year period 
following each conflict. 

The 15 
remaining muatrles, including Britain, all the Dominions, the United States, 
and several European countries, report that food, clothing, and other basic 
household expenses rose less sharply between 1939 and 1948 than between 
1914 and 1921. Most of these advantages hold true even when the 1922 
recession is taken into account. 

Britain has held prices better than any other country in this war period 
as opposed to the last. From 1939 to July, 1947, the British rise was 29 
per cent., against a 1914-1920 increase of 155. In the United States, which 
is roughly representative of the others, the rise was 69 per cent., compared 
with 100 after the first war and with 78 after the 1921 recession.-TIms, 
May 7, 1948. 

. 

. 
' 

France, India, Spain, Brazil, Chile, and Peru are exceptions. 

U S .  Agriculture and E.R.P. 
" The U.S. is in imminent danger of  drifting into a policy of concealed 

dumping, especially in the case of farm products. . . . Our agricultural 
policy should not be allowed to  revert to production controls and to the use 
of commodity loans and surplus disposal operations to increase the market 

April, 1948. 

' 

price."-THEODORE w. SCAULTZ, THE JOURNAL OF POLITICAL ECoNOMY, 

. .  
Food in U.S .A.  . 

Consumption of food in the U.S. remained almost constant at 5 Ib. per 
head per day, from 1909 to 1939. During the war it rose 12 per cent. 
Americans now eat less bread and butter and potatoes than they used, hut 
more fruit, vegetables and' milk. With the war-time ' rise in incomes, 
consumption of eggs and meat rose sharply.-THE SOUTHEEN ECONOMIC 
JOUSNAL, April, 1948. 
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P O P U L A T I O N  P O L I C Y  I N  G R E A T  
B R I T A I N  

Summary of P.E.P. Broadshat which itself 
Surveys that Organisation's Full-length 
Report on Population Policy in Great Britain 

OPULATION policy is, in its P widest sense, almost synony- 
mous with polici in general and 

rests its case to  a large extent on 
qualitative considerations, though 
quantitative considerations are not 
ignored. 

That is the view represented in the 
report, which starts with the theory 
of Lord Keynes that a fall in popu- 
lation would actually make it more 
difficult to avoid unemployment, 
because fewer children would mean 
less inducement to consumption and 
investment and would thus increase 
the amount o f  idle manpower and 
capital resources. In fact, post-war 
Rritain presents a very different pic- 
ture. lnstead of n shrinkage. the 
population of Great Rritain rose 
through natural increase and immi- 
gration by 5 per cent, between 1937 
and 1947. The economic background 
o f  population policy is, also, entirely 
changed, since at  present there is no 
longer any lack of jobs or opportuni- 
ties for inrestment. On the other 
hand, the terms on which Rritain is 
able to trade exports for imports 
have deteriorated seriously, and 
owing to the loss of foreign invest- 
ments " invisible exports '' are no 
longer sufficient to cover the deficit 
in the balance of payments. 

On balance, a somewhat smaller 
lnpulation would probahly he advan- 

tageous, but it will be difficult to 
bring about a reduction of 5 or  10 
millions in a generation or two with- 
out producing a top-heavy age struc- 
ture with an unduly high proportion 
o f  old people. In  theory, a solution 
might be found in emigration, but 
the disadvantages of organised emi- 
gration might in practice outweigh 
their advantages, unless a much 
c I e a r e  r economic, financial and 
political integration of the Common- 
wealth could be agreed upon. , There 
is, however, a strong case for admit- 
ting a limited number of selected 
immigrants, because immigrants of 
working age can help to redress the 
balance b e t  w e e n producers and 
dependents, which may be adversely 
affected by emigration, and immi- 
grants with high ability or unusual 
qualifications can help to raise the 
quality of the British population. 

The report arrives at the conclu- 
sion that the objective to be achieved 
is i in  average of about 2.5 children 
per f a n d y ,  which means a consider- 
able number of families of four or 
five children; but it is as important 
to improve the quality as to increase 
the quantity. The view is widely 
held that the' innate qualities of the 
people have been deteriorating for 
some time and a continuous decline 
ii i  the level of national intelligence is 
foresecn as a consequence of the 

, 
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mriomxc DIGEST 

tendency for intelligent people to 
havc. fewer children than thc u i i -  

intelligent. 
Various nieasures itre suggested t u  

counteract prcsent tendcncies. Mat- 
erial conditions milst he madc more 
favouralilc to parenthood in ; i l l  i l l -  

come groups. 111 thc I,reparatic,ii t t f  

the Budget, much greater wcixht 
should he given to the effect on large 
and exIranding families of changes in 

.taxation, i i i  subsidies iiiid i n  cthcr 
“transfer ” p;tyments. The financial 
position of  parents coiild he improved 
by a revision of the rebatc system. A 
new approach should be made to the 
ient problem uf expanding families: 
most rent siihsidics shuuld cover 
families living i n  privately-owned as 
well as p!iblicly-owned houses. When 
new building is undertaken, houses of 
varying sizes should, whenever pos- 

sible, be provided i n  the same neigh- 
Iiourhood. sv as to make it easier f o r  
a couple to secure a house suited to 
thc size oi their family. 

Attention is drawn to the waste of . 
Iniman potentialities as a result of 
preventable ill-health. British con- 
ditions still comparc unfavourably 
with those of New Zealand and 
I3ollaiid. 

Finally, i n  its attcmpi tn improve 
national heredity, population policy 
must take account of  the theory and 
practice of eugenics. ‘’ Practical 
applicntinii o f  eiigeiiics can bc (livided 
into two classes : positive eugenics 
aims at encouraging suitable persons 
I O  have children: negative eugenics 
aims at keeping familiei whose in- 
horii qualities arc poor as smal1.a~ 
~~ossih~e.”-~~RonnsrreET, vol. X I V ,  
N o .  281, .4pril DO, 1948. 

World Trade After Price Adjustment 
The  value of world exports during the past year, orer  $40.000 million, 

was about twice the pre-war annual rate, but higher prices accounted for 
practically all of the increase. Approximately 40 per cent. of this iimount 
was represented hy exports of the United States and Canada, $14,500 
million and $2,775 million, respectively, over one-fifth of  these, however. 
being on n credit o r  relief basis. A[lo~uirig for  f i r icc chuiiges, /he  voluinc 
nf exports moving in inlcrnolioiial trade is cstiaialed to  havc been slighilv. 
irof niore thon 5 per cent., above the pre-war ~ C ? , C ~ . - ~ \ N ~ D ~ A N  RANK OF 
COMMERCE L ~ E R ,  April, 1948. 

Czech Trade 
“ Czechoslovakia is interested in extending her trade relations with the 

whole world. Our output is steadily rising, which means that our greater 
demand for raw materials compels us to seck more markets for our exports. 
By the end of the five-year plan. 45 per cent. of our foreign trade will be 
with countries with planned economies, but a larxcr section will he ahsorhcd 
by all the other countries. Czechoslovakia is suffering from a shortage of 
dolliirs and pounds and is, therefore, keenly intcrcsted in exports t o  the 
U.S. and Rritain.”-ANToNlx G n ~ c o n .  Cscch !lfirtislcr of Foreign Trodc, 
CZECIIOSLOVAK ECOKOMIC BUI.LETIN. May, 1948. 

4 8 0  20 



WANTED : Better World Statistics 
Ellieient Plunning Denianda More nnd 
netter Statistics. Here the Handicaps 
d Inlernatiunal Plantiers nre Surveyed. 

I-IEI<E is a popular and some- 
what crude adage : figures 
don't lie, hut liars can figure. 

I t  is certainly true that, to be reliable, 
statistics must he honestly gathered 
antl presented. I3ut apart from this, 
the essential problcm i s  one of the 
precise definition and the accurate 
usage of words : the prohlem that 
confronts delepates of nations when 
they talk about the same subject- 
hot i n  different langungcs. They 
niiist be certain that their \vords and 
terms have agreed meanings and can 
be readily translated antl understood. 

'This problem-one of semantics- 
applies equally to international statis- 
tics: the terms used by one govein- 
nient must be convertible into terms 
understood by other governments. 
and the methods used must also be 
understood. 

For decades before the ' war, 
government officials and businessmen 
felt the need for more rcliahle world 
statistics. This need became parti- 
cularly acute during the war. Allied 
nations pooled their manpower, their 
production. and all their resources in 
the conininn effort. Rut how much 
coiild each country contribute? Non. 
quickly could production be stepped 
up i n  cmc country? What burden 
could it stand withoat .a hreakdown 
of the whole economy? I h t a  on all 
these feetors were nrccntly necded. 
antl great decisions depenrled on the 
fullliess and accuracy n f ' t h e 
statistics. 

T n  view of these experiences-and 
the difficulties cncouiitcrcrl as a result 
of workinz wi th  statistics which were 
incomplete or  inacc;iratc, or which 

T 

3 2 c  

could not be compared with other 
data-the United Nations has estab- 
lished the Statistical Commission'as 
one of i t s  permanent bodies. Its 
purpose is to set up international 
standards for  gathering and compar- 
ing statistics, and to improve the 
csisting means for  supplying esseii- 
t ial  statistical information. 

In other words, the goal of this 
expert body is to hell, create a world 
statistical system and evolve order 
inut of  the present babel of figures. 

Statistical Classification 
I n  order to create this world 

statistical system, the Commission 
has undertaken to solve certain key 
problems. one of which is classifi- 
cation. 

Fo r  example, agricultural experts 
are concerned with comparing the 
dairy industry in various countries. 
Rut i l l  doing so, they soon discover 
that in one country there are certain 
activities classified under the g r o u p  
ing " dairy industry " which are  not 
so classified in mother  country. 
Thus, country A will include in that 
catcgory statistics on the manufac- 
ture of ice cream, while country R 
will not. From this i t  is apparent 
that before we can compare industry 
in different countries, we must agree 
cm thc chapter hcadinp. as it were, 
of otir statistical tahles. Unless our 
classifications arc. uniform. our 
statisticnl analyses cannot he valid. 

Therc is scarcely any field of 
hiim:in endc:nmr which would not 
lend itself profitably trr some form or 
:inother of  statistical classification 
\\'hicli should receivc top priority? 
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ECONOMIC DICES? 

This question was settled by the 
Statistical Commission at its ' first 
session, held in January, 1947. 
Because of the pressing need of post- 
war economic rehabilitation and 
reconstruction, the Commission mem- 
bers gave first priority to the 
development of an international 
standard classification of industries. 

To.guide this important work, the 
Commission established a Committee 
on Industrial Classification, which 
later was broadened in scope and re- 
named the Commission on Statistical 
Classification. 

A draft International Standard In- 
dustrial Classification was circulated 
at the end of 1947. Twenty-seven 
Member countries commented on this 
draft  as also three specialised 
agencies and the important non- 
governmental body, the International 
Statistical Institute. In the light of 
these comments, a revised d ra f t  
classification was prepared. 

This classification uses the decimal 
system of notation-something like 
the system found in many American 
libraries. The whole field of economic 
activity is divided into ten divisions, 
each assigned its permanent first digit 
number. Each division in turn has 
ten available sub-divisions - called 
" major groups "'- and these are 
identified by the second digit num- 
bers. Again, the major groups can 
each he further suh-divided into ten 
groups, which are assigned numbers 
in the third digit. 

This is how the system works in 
practice. Division 3 is devoted to 
"manufacturing." The manufacture 
of transport equipment, in turn, has 
been assigned to major group 38. 
And this major group has been sub- 
divided into groups as follows: 381, 
shipbuilding and repairing; 382; 
manufacture of railroad equipment; 
383. manufacture of motor vehicles; 
and so on. 

This system has important advan- 
,4 8 2 P 

tages. If desired, the three-digit 
group in any division can he still 
further sub-divided in order to  
classify yet smaller groupings-in 
other words, it is capable of virtually 
unlimited expansion. Because of this, 
the system can meet the complex 
needs of such highly industrialised 
economies as those of  the United 
States and Great Britain, to cite two 
examples. On the other hand, the 
classification is also adapted to the 
relatively simple needs of under- 
developed countries-the information 
from which might run into only one- 
digit o r  two-digit numbers. 

The Statistical Commission has 
recommended that the Economic and 
Social Council urge Member goverii- 
ments to make use of this Inter- 
national Standard Industrial Classi- 
fication for all economic activities. 
They might either adopt this system 
as a national standard, or re-arrange 
their statistical data in accordance 
with this system when it is submitted 
to international organisations, so that 
it could be compared with that of 
other countries. 

If universally adopted. this system 
would greatly facilitate international 
economic activities. For example, 
when the Economic and Social 
Council is examining a problem of 
reconstruction and development in  a 
given region, it would have before it 
a basic standard on which to measure 
that region's economic activities, and 
deficiencies. 

Post-war conditions have also 
brought to the fore that pressing 
need of classification in another 
economic field. A systematic review 
o f  the statistics of world trade is 
required-we need adequate measures 
of the flow of i n t e r n a t i o n a l  
commerce. 

When two countries speak of their 
exports of a commodity called X, i t  
may seem logical to conclude that 
they are referring to the same pro- 



WAKPED : m R  WORLD STATISTICS 

tance to the food items as compared 
with services and education than 
country B. Therefore, unless the 
methods of weighting items are 
known, it  is not possible to compare 
accurately the cost of living indexes 
of different countries. 

Similarly, in arriving at wholesale 
prices, some countries include food 
industries, but others do not. Again, 
some countries-but not all-include 
semi-manufactured goods. And so 
i t  goes. Ideally, a wholesale price 
index should include certain standard 
components-so as to make a true 
comparison possible. 

One of the functions of the United 
Nations Statistical Office is the pub- 
lication of its Monthly Bulletin of 
Sfalisbics-a comprehensive record of 
statistics covering such subjects as 
population, employment and un- 
employment, industrial production, 
raw materials, food, trade, finance. 
wages and prices, and so on. I t  will 
also publish a Slalislical Year Book, 
which will nrovide more detailed data 
than the Monthly Bullclin and will 
include statistics on additional sub- 
jects. I n  gathering data for these 
publications, the Statistical Office is 
in a unique position to note any dis- 
parities and lack of comparability in 
the statistics submitted by Member 
yovernments. Therefore, in request- 
ing data, the Office can suggest that 
governments define their statistics so 
as to make them comnarable, and 
thus more useful. In this way. the 
Statistical OFce  will be continuously 
standardisins methods and defini- 
tions.-From ~JNITEO NATIONS RUL- 
LETIN. June, 1948. 

duct. Likewise when they both speak 
of Y tons, we might conclude that 
the same quantity is involved. Un- 
fortunately, we cannot he sure, 
because of widely differing methods 
of measuring, classifying, and valu- 
ing commodities. 

In the late 1930s, the League of 
Nations prepared a Minimum List of 
Commodities for International Trade 
Statistics. But this List is now in- 
adequate. and must be revised. 
Therefore, the, Statistical Office of 
the United Nations is preparing a 
preliminary draft of classifications, 
which will he circulated to govern- 
ments and the specialised agencies. 

. I t  is cxpected that the comments and 
suggestions of the governments and 
agencies will be received early in 
1949; and experts from different 
trade regions will then be called i n  
to work out a revised classification. 

Comparability of Statistics 
Classification is fundamental, hut 

other problems have to be solved 
before we can build an international 
statistical system. There is the 
question of Comparability of statistics 
-that is, being able to study all the 
relevant factors even where a uni- 
form classification has been followed. 

I t  is often .desirable, for instance, 
to compare the cost of living indexes 
in different countries. But this can 
be misleading unless all the relevant 
factors are compared. Even though 
the indexes of two countries may in- 
clude the same items-food, clothing, 
housing, education, etc.-these items 
may he " weighted " differently. Thus, 
country A may give greater impor- 

Problem of Asia 
A rise of 94 million persons in Asia in the decade 1936-46 has been 

accompanied by a fall of 11 per cent. in rice production per head since 1925. 
Much could he done to reverse this trend, which must otherwise lead to 
famine. In  India, for example, yields of grain ner acre could he increased 
30 per cent. in ten years by the use of fertilisers. irnprnved varieties. a d  

. protection against peStS.--cONQERENCE BOARD BUSINkSS RECORO, April, 1948. 
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M O N O P O L Y  I N  B R I T A I N  

HE restraining, not to  say re- 
stnctive, laws of libel in this 
country have a good deal for 

which to answer. Not the least of 
thc charges which must he laid at 
their door is that as a result of them 
the general public has hot the haziest 
conception of the degree to which 
mono~~ulies niid associations for the 
restraint u i  trade, cffcctive UT 

potentially so. have come tv dominate 
our economic life. Every economist, 
evrry financial journalist who has 
made m y  study of the subject over 
the last twenty years has come across 
numerous examples of  the way i n  
which the energies of industrialists 
have lieen devoted to prevent frer- 
dom o i  entry into a trade, to the 
maiiipiilation oi tenders, the control 
v i  prices : t i id Imctices. the allocation 
of markets a n d  quotas. and so on. 
Yet--except on the rare occasions. 
when the cloak of privilege permits 
frank discussion - these authorities 
have seltloni felt ahle to makr public 
what thry knew t o  be true. The 
posititw is vtherwisc in the Unitcd 
States. The frequent actions o r  
threats oi action under the Anti- 
Trust Act :ih'ord many r,ppr,rtunitics 
for  cdocatinp pohlic opinion in the 
ways of the monopolistically minded 
and o i  the resulting dangers to 
econnmic health. lt is surely no 
coincidrncr that the level of capital 
formation and the standards of pro- 
ductivity shrmld he so mnch higher 
in the iiiorc highly competitive 
atmosphere of the United States than 
they have hrcn i n  this colintry since 
competition became iiniasliionahle 
here. 

It is impossible to judge the exact 
extent to which nioiinnolies. near- 

T . . "  

By HAROLD WINCO'IT 

monopolies and trade associations 
militate against the fullest use of our 
resources. That such bodies do 
exist, and that they have it in their 
power to restrict trade to a major 
degrec cannot, however, be donhted. 
In 1915, Messrs. H: Leak i d  A. 
Maizels read a paper' cx;iniiniug OH 

ilie hasis of the 1935 ceiisiis vf pro- 
d~ictivn the relative cmtributiou 
made to the national out~)iit Iry large 
undertakings. They showed that iii 

high explosives (other than blasting 
Imwder): itnwrought nickel and 
nickel alloys: crude zinc: and gold 
bars the three largest units in 193.5 
accounted ior 100 per cent. of em- 
ployment in those trades. In manti- 
factured fuel ; sweetened condensed 
milk: scninl: machines (complete): 
paper hangings; safety matches; 
pipes (over 5 inches i n  diameter): 
gramophone records : and photo- 
graphic p1;itc.s and films the three 
largest units controlled over 90 per 
cent. of employment. There were 
33 trades where 70 per cent. o r  more 
r ~ f  em~~loyment  was provided by only 
three units. When to this concen- 
tration v i  power to  control Iry in- 
dividual trading units is added the 
cyen more extensive power of 
regiilation which resides i n  the trade 
association it is plain that the menace 
of restrictionism i n  this country can 
bc grave indeed. Some up-to-date 
information of the effectiveness-or 
potential effectivencss--of the trade 
association has been p r o v i d e d 
recently hy the reportz of the 
committee appointed, under the 
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chairmanship of Lord Simon of 
Wythenshawe, to enquire into the 
trade in building materials and com- 
ponents and the part played by the 
builders’ merchants. This listed 96 
producers’ associations, or sub- 
sections thereof, of which, of those 
who supplied the iiecessnry informa- 
tion, 25 covered 100 per cent. of the 
U.K.’ (or Scottish) output involved, 
while 63 covered 75 per cent. or more 
of the output involved. 

It is, of course, recognised that 
neither a monopoly nor a trade 

In a 
highly developed industrial structure, 
the “economics of bigness” arc not 
to be condemned out of hand. The 
large scale of capital investment 
essential to-day in many industries of 
itself inevitably tends to concentrate 
the units of production into few 
hands. The trade association may 
have-indeed often has-functions 
which are wholly beneficial. More- 
over, both general economic condi- 
tions and the spirit of the age in the 
inter-war years were highly con- 
ducive to the monopoly and the trade 
association. British industry, handi- 
capped in the earlier years by an 
over-valued currency and throughoat 
hy tariffs and quotas abroad and an 
iinhelpful taxation system a t  home, 
sought to hold what i t  had by re- 
straining new entrants and con- 
trolling markets and prices. As a 
nation we had lost faith in the 
cathartic effects of competition, 

.association is necessarily evil. 

the sloth of a too cumbersome machine, where indecision is the price of 
harmony. yublic criticism and administr;itive confusion can only be 
avoided by radical measures to lighten the load of the policy-makers.-SIR 
JotlN HENRY Wwos, Permanent Srcretarv of the Board of Trade. i n  

“ 8 5  n J B L l C  ADMINISTRATION. 
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MONOPOLY IN BRITAIN 

’These were the years when competi- 
tion was known mainly as “waste- 
iul,” “cutthroat“ and “uneconomic”; 
when the yardstick of “service” . 
rather than price first came into use. 
These were the years when capital 
argued that labour was forcing it 
into restrictionism by its own restric- 
tionist practices, while labour con- 
tended that capital was the prime 
mover. These were the years when the 
Governments of the day discovered 
how convenient it was to deal with 
one all-embracing .unit o r  association, 
rather than to endeavour to persuade 
a host of stubborn individualists; the 
years when much of the industrial 
legislation passed by Parliament con- 
firmed both capital and labour in 
their belief that it was better to get 
together to preserve the stotus quo, 
rather than to revive the “chaos of 
unregulated competition.“ The  trend, 
moreover, was not confined to 
Britain. The cartel flourished in 
Germany, the trust in Japan. Inter- 
national arrangements to secure thr 
sanctity of trade preserves and to 
regulate production of commoditie: 
became commonplace. Even in 
America, land of expansion, restric- 
tive practices reared their heads. I f  
i t  was ethical for a Democratic 

. 

President of the United States to pay 
farmers not to raise hogs in Kansas, 

I 
I 

why criticise a combine i f  it paid a 
potential competitor not to producc 
caustic soda in England? --‘From 
DISTRICT B A ~  REVIEW, June. 1948. 1 1  

t 
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, E U R O P E ' S  P O S T - W A R  A O U S I N . 6  
1 S I I O R T A G E  

Four and U HalI Million Unils Destroyed in 
Sixteen Countriw, says officinl U.N. Report 

N the face of niillions of houses I needed by Europeans, a work 
programme, for the immediate 

iuture, covering the construction of 
houses and the production of buildiug 
materials and equipment, has been 
outlined in the Housing Sub- 
committee of the Economic Com- 
mission for Europe. 

A report on housing needs 
presented to the Sub-committee 
revealed the startling fact that 
damage and total destruction during 
the war amounted at the end of the 
war to an eouivalent of over four 

materials continue to be required for 
the construction of the average 
dwelling unit in each o f  the countries 
analysed, their combined housing 
programmes would require : 

15.5 million cubic metres of lum- 
ber, or 231 per cent. of pre- 
war and, for that matter, 
present consumption; 

2.1 million tons of steel, or 315 
per cent. ; 

12.2 million tons of cement, or 277 
per cent. ; 

20.2 billion bricks, or 244 per 
and a half million dwelling units for cent.; an? 

' . the 16 countries covered in the 23.9 million square metres of glass, 
Report. The  destruction varied from or 344 per cent. of pre-war 
0 per cent. in Denmark, Sweden and consumption. 
Switzerland, 6.5 per cent. in the This tremendous increase in the 
United Kingdom, to 20.7 per cent. in rate of production, and the corres- 
Greece and 21.4 per cent, in Poland. ponding requirements of basic build- 

Meanwhile in the two and a half ing materials do not provide for  any 
years since the end of the war an improvement of the standard of 
equivalent of only 750,000 dwelling housing, such as  replacement of un- 
units was repaired or newly built. sanitary and unsafe buildings, or any 
This is  just about equal to one year's elimination of overcrowding. 
building activity before the war. A I t  should also be remembered that 
construction effort equivalent to 11 the figures quoted do not include a 
years of production, at the pre-war number of countries which have large 
rate, would be needed to repair the requirements, due to devastation and 
remaining war damage of 3.8 million to lack of new construction during 
dwelling units and to bridge the gap the war. I t  is, however, known that 
of over eieht 'million units created by some of these countries are building, 

. the lack of building activity during . a t  present, at  a rate considerably 
the war in those 16 countries. (See higher than their pre-war activity. 
Tahle.) An expenditure of basic building 

I f  the larger, so-called " neces- materials two and three times greater 
sary " programme, of 1.6 million than the present rate of consumption 
units per year, were to 'be realised, would barely meet the most essential 
and i f  the same quantities of huilding housing needs. 
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Countries 

1 

No. of 
Dwellin 
Units (3 

existing in 
in 1939 

2 3 4 5 6 

Nn nf % nf 1 OdR -- ,. -. 
Dwelling Pre-war Bifid& " Necessary ' 

Units Dwelliks Planned Proeramme Yearlv ~~~~ ~~ 

destroyed at destroy;d Programme as-%  of^- Buiidiig 
European (2% of Col. for 1948 1939 number Proaramme 

War's end 1) of dwellings -(b) 
(4% of Col. 

I )  

7 
" Necessary " 

Yearly 
' Programme 

as % of 
1939 

number of 
dwellings 

(6% of Col. 
I )  

AUSTRIA .,. ... ... .._ Z,M)8,069 174.745 
BELGIUM ... ,.. ,., _.. 2,531,739 156,300 
CZECHOSLOVAKIA ... ... 3,574,280 122.642 
DENMARK _.. .., ... ... 1,140,000 0 
EIRE ... _., ._. ... ... M7.000 1,820 

3 FINLAND ... _:. .., ... 886,300 18,642 
FRANCE ... ... ... ... 13.300,ooO 1,011,500 
GREECE .._ ... ... ... 1,860,000 385,500 
ITALY ._. ' .,. .., ... 1 0 , 6 4 5 , ~  524,000 
NETHERLANDS ... ... ... 2,088,073 l62,gM) 
NORWAY .._ ._. ... ... 738,000 26,875 
SWEDEN .._ ... ... ... 1.930,OM) 0 
SWITZERLAND ... ... ... l,111,000 0 
UNITED KINGDOM ... ... 13,144,372 851,239 

(a) A dwelling unit is here considered as an average unit of 3 
rooms and kitchen as built in the respective countries. 

(b) Number of dwelling which would need to be built each year 
for five years to reach by 1952 the 1939 ratio of dwelling 

-J units to population. 

8.7 12,m 0.6 46,000 . 2.3 
6.2 30.000 1.2 35,000 1.4 
3.4 38,030 1.1 45,m I.? 

0.3 12.500 1.9 29,000 4.4 
0 20,000 ' 1.7 30,oo 2.6 

2. I 24,OM) 2.7 32,500 3.6 
7.6 85,030 0.6 325.W 2.4 

20.7 . 25,wO 1.3 . 213,oFo 11.4 
1.9 I&,W I .0 272.000 2.5 
7.8 30.000 I .4 75.700 3.6 

n 55,ooO 2.8 131.000 6.8 
ri ' 1x.m 1.6 25,000 . ' 2.2 

6.5 2M,000(c) 1.7(c) 382,OWc) 3.2(c) 

(4 Eyluding Scotland and, in cases of Columns 5, 6 and 7, based 
on 11,819,000 Dwelling Units existing in England, Wales and 
Northern Ireland. 

3.6 12,000 1.6 25,000 3.4 

-From U.N.  Informtion CPnfrt, London, lunr. -1. 1948. 
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T E E  SIIOPS O F  B R I T A I N  
By AERMANN LEVY 

T w o  points which emerge from 
.Professor Hermann Levy's The 

Shops of Britain' are the complexity 
of the problem of retail distribution 
and the difficulty of arriving a t  con- 
dusions; indeed, he goes so far as 
to say that there cannot be any 
general conclusion. But i n  spite of 
the regrettable absence of a Census 
of Distribution, he has collected an 
extensive body of facts from which 
certain inferences can be drawn. 

H e  contrasts concentration in 
industry with concentration in retail 
trade. " T h e  size of the industrial 
!init is dependent on industrial tech- 
nique. The extent to which technique 
is developed depends on what markets 
wiIl be able to digest at a profitable 
price to the producer: the concen- 
trated demand of far-distant markets 
may make it profitable to carry 
through industrial concentration and 
introduce mass production; the best 
location for  the industry will be dic- 
tated by labour supply, the nearness 
o f ,  raw materials and facilities for 
transport. The position of the retail 
trade is very different. The problem 
of, 'location' of retail outlets 
depends on social and sociological 
circumstances which do not affect 
industry. The structure of retailing 
is a consequence of historical causes, 
it has been retained through habit and 
custom and is largely independent 
of purely economic considerations. 
There is a conflict between the 
economic rationale of retailing and 
its actual, historically developed 
pattern." Such concentration as has 
taken .place, the departmental store. 

0 Kegm, Paul, Trench, Trubner 6. 
Co.. 21s. 

the bigger shops in main streets, 
mostly chain stores, the fixed price 
chain store and the co-operative 
stores, is due mainly to the develop- 
ment of transport facilities for 
shoppers and the delivery of goods 
at their homes. In spite of this and 
other advantages, such as bulk buy- 
ing, which the big shops enjoy, the 
small shop still survives owing mainly 
to the proximity factor,. the habit of 
" buying round the corner " and lower 
overhead charges. 

Part I1 of the book covers the 
different retail trades, the. butcher, 
the baker, the milkman, the green- 
grocer, the tobacconist, the bookseller 
and so on. The subject of Part 111 
is the cornpetition struggle, prices and 
margins, competition and labour, and 
competition and finance. Part  IV 
discusses the possihilities of .a reduc- 
tion in distribution costs. Part  V 
summarises the present position as 
detailed in the body of the book and 
makes some positive suggestions 
under the heading "Trends and 
Policy." 

Professor Levy rejects the idea uf 
restricting competition as suggested 
by Trade Associations, mainly be- 
causeThere is no guarantee that the 
economies which might result from 
concentration will be passed on to the 
consumer. Though therc may he too 
many shops, the practical difficulties 
of determining which are redundant 
and in rationing retail outlets ate, 
except in special cases, almoit 
insuperable. "There are other and 
better means of reducing these costs, 
These would take the existing struc- 
tural position of retailing for granted. 
Their object would be to improve the 
distributive process in each of its 
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various and complex stages and chdn- 
nels. Their hope would he that, if 
these improvements are effected, a 
reduction of distributive charges 
would be achieved without endanger- 
ing the economic and social edifice on 
which retail distribution rests.” 

(1) Transport. “ Much unneces- 
sary waste could he eliminated, for 
instance, in the transport of fruit and 
vegetables. But the rationalisation 
of transport presupposes in many 
cases a rationalisation of production 
and supply, in particular as  regards 
agricultural products. I f  suppliers 
could he persuaded - possibly hy 
co-operative organisation-to produce 
equal qualities of products in regular 
hulk-shipments, a cheapening and 
simplification of transport could 
he achieved. T o  create transport 
pools on the pattern of the cartelistic 
device of uniform base points (or 
‘‘ sector schemes ”) does not appear to 
he successful as  regards consumers’ 
goods. The arrangements for milk 
under the Milk Marketing Scheme 
have become more complex through 
the creation of ‘ artificial proximity 
values’ and require radical improve- 
ments, i f  they are to remain. Pro- 
gress in refrigeration .may be effec- 
tive in bringing producing centres 
‘nearer’  to distant markets. But in 
a densely populated country like 
Britain the possihility of the direct 
delivery of agricultural produce from 
the producer should he a great oppor- 
tunity for  avoiding costly transport. 
Local producer-retailers of food 
slionld be encouraged: the supplying 
o f  large institutions and integratd 
social groups by nearhy producers of 
food wbuld save transport costs.” 

(2) Redirction of Intermediary 
Charges. Costly Amenities.-“ Tnter- 
mediary charges are  composed (a) of 
costs arisjng out of wholesaling and 
(b) of  costs arising through the 
necessity of processing or packing 
the merchandise before it reaches the 

4 9 3  30 

final consumer, Direct trading bc- 
tween manufacturer and retailer-or 
hy the manufacturer taking over the 
retailer’s functions-has become a 
feature in many British trades, and 
though naturally opposed by whole- 
salers and agents, should not be 
discouraged. There can be no doubt 
that the elimination of intermediary 
trade stages can secure great econo- 
mies in distribution. But the chance 
of doing this appears to he limited to 
trades which offer a certain uniform- 
ity and standardisation making the 
functions of the wholesaler less vital 
than in trades with a great variety 
;and differentiation of merchandise, as  
i n  most sections of the textile trade. 
The direct trading of manufacturers 
may also lead to an overstocking of 
retjailers’ requirements. On the other 
kind, an extension of co-operation 
among retailers ior  the purpose of 
huying in hulk and through this, 
r e d U c i n g intermediary expenses 
requires attention. Consumers’ co- 
operatives should he followed by dis-. 
rrihutors’ co-operatives. For handling, 
packing or processing goods heforc 
they leave the counter somethins may 
he achieved by creating central 
organisations where these functions 
can be done for  many retailers. This 
should be done for milk, meat and 
local coal supplies. Centralised 
clepots either for storing or process- 
ing or both would represent a sub- 
stantial saving of retail distributive 
costs, though again the remedy is 
strictly applicable to standardised and 
uniform goods only. This would 
probably mean municipalisation; but 
it should also he considered by traders 
themselves on a co-operative basis, 
especially for parts and accessories. 
Co-operative buying by retailers. so 
called ‘ voluntary chains,’ should hc 
encouraged.” 

(3) Retail Outlets. “Where  thcrc 
is demonstrably a superfluity o f  out- 
lets, where it is evidently due to a 



malorganisation of the particular 
trade, and where the commodity in 
question would be easily and satisfac- 
torily dealt with, the alternative of 
municipalisation s h o U 1 d not be 
ignored. This applies to the milk 
round, the municipalisation of which 
(practically to be administered by 
co-operative dairies) would offer no 
obstacle and prohably b e  m u c h  
cheaper. The local coal trade might 
be dealt with in the same way, in 
particular when standardisation of 
demand and centralisation of depots 
have been effected. 

" Another triidc organisation to be 
encouraged is certainly that of the 
co-operative movement." 
' (4) Service. "While fully recog- 

nising the importance of an efficient 
and evcn expert service in shops, wc 
have come to the conclusion that a 
numher of circumstances not directly 
connected with rctailing proper. that 
is with selling itself, have added costly 
and extravagant series of services for 
which ultimately the consumer must 
pay. This development relates mainly 
to department stores; multiple chains 
and bazaars have wisely refrained 
from this extravagance." 

( 5 )  Trade Associalions. '' W e  have 
come to the conclusion that trade 
associations-retail trade associations 
o r  composite trade associations-are 
a chief source of increasing distribu- 
tive costs. They have certainly done 
little or nothing to devise means o f  
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reducing these costs trade by trade. 
They have fostered or maintained the 
existence of the less efficient trader 
hy their policy of price maintenance, 
by the fixing of prices and margins, 
and, to sonic extent, by the restriction 
of entry by qualifications test of 
various kinds. The principle of free 
competition oukht to be fully restored. 

'' The restoration of competition 
and the abolition of restrictive prac- 
tices might be one of the most power- 
ful means of reducing the distribu- 
tive charges of trade groups as  a 
whole. Conversely the case has been 
proved with milk, where the fixing o f  
minimum prices has prevented the 
lowering of the retail milk price, kept 
the most expensive services going and 
bred a competition for custom which. 
in its, turn, has notoriously increased 
the cost o f  the milk round." 

(6) Research. " More clarity and 
information about the complex 
organisation of retailing is needed. 
A census of distribution is long over- 
due. As we have seen, a Trial Census 
for six towns has laid the grounrl- 
work and proved most useful. But it 
should he remembered that such a 
census can never do more than dis- 
close the main statistical data of this 
vast problem. And the problem of 
retailinp is far from being one of 
figures only. I t  is in the highest sensc 
an economic, social and sociological 
problem. Thus a Royal Commission 
on Distribution is wanted. 
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* NATIONAL INSURANCE : Employers’ Cost 
MOST employers will have to pay 

more when the “appointed 
day“  for  the National Insurance Act 
arrives on July 5. But’the size of 
the extra financial burden will vary 
considerably in individual cases, de- 
pending chiefly on (1) the proportion 
of highly paid staff, earning more 
than f420 a year, among the total of 
employees, and on (2) the amount of 
premium that has hitherto been paid 
annually for workmen’s compensation. 

The  first point is an obvious one. 
National Insurance will be payable 
for, all employees, regardless of the 
size of their incomes. A business 
like a printing works will therefore 
find that it has now to pay contribu- 
tions for the first time for its 
riumerous employees who earn over 
€420 per annum. Big firms, who 
employ comparatively large planning 
and research staffs and normally 
concentrate sales activities, advertis- 
ing, etc., in the hands of specialists, 
are likely to hc affected more than 
the smaller concerns. 

The  second point involves the in- 
surance companies, who have hither- 
to provided the insurance cover 
against industrial injuries under the 
Workmen’s Compensation A c t  s .  
From July 5 the State assnmes the 
liability of compensating all em- 
ployees for losses arising out of in- 
dustrial accidents and of injuries and 
industrial diseases due to the ‘ I  nature 
of the employment.” This does not 
cover all the risks dealt with hitherto 
by the insurance companies: but it 
does eliminate the bulk of them. 

It is evident that some firms will 
find that the cost of workmen’s com- 
pensation has been considerably re- 
duced by the new Act. This applies 
especially to concerns engaged in the 
more dangerous trades, such as 
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building, parts of the iron and steel 
industry, the chemical industry, etc., 
where the accident rate or the inci- 
dence of industrial diseases is high. 
The window-cleaners, in particular, 
may find cause to congratulate them- 
selves on July 5. 

On the other hand, firms employ- 
ing a high proportion of sedentary 
workers-banks and the insurance 
companies themselves-and the big 
retail stores, will h&e to face in- 
creased costs for insurance against 
industrial injuries. In fact, the black 
coat employee will, to some extent, 
be subsidising the industrial worker. 
But on balance, the body of em-. 
ployers will certainly gain by the new 
arrangement, and some may gain 
quite considerably. 

With the exception of old persons 
and of those adult employees’ 
whose earnings are less than 30s. a 
week, the employee’s contribution is 
in all cases greater than that of the 
employer. The total weekly rate, 
covering both Industrial Injuries and 
National Insurance, is 4s. l l d .  for  a 
ti!an over 18, 2s. 10&d. for  a boy 
undcr 18, 3s. 10d. for a woman over 
18, and 2s. 4d. for a girl under 18. 
At the present time the employee 
pays the same weekly contribution 
for health and unemployment insur- 
ance as his employer. 

The increased contribution under 
the new scheme will, therefore, cost 
him more. Indeed, having regard to 
the fact that the employer will in 
many cases also derive an additional 
benefit from the reduction in pre- 
mium payments for workmen’s com- 
pensation under the new Act, it 
seems likely that the largest volume 
of complaint will come from the 
worker-for whom the whole scheme 
was designed.-Extracts from rhhe 
FINANCIAL TIMES, May, 1948. 
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we are changed with them” 

To dlp 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 servlce to the public. 
For a considerable period that rervlce. largely confined 
as It was to the Unlted Klngdom, remalned llmlted In 
scope but, with the passage of t h e ,  the Company 
began - somewhat tentatlvely. perhaps - to operate 
overseas. 
Today, the “Atlas” servlce, vastly extended, mven  
the greater part of the civlllred world and, fortlfied 
by our knowledge of the put and sUll bellevlng In the 
future. we shall mntlnw t k  wnlca U the years 
travel upon the& mum. 
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Bank is now able to make it easy for you to h e s t  mkey to- 
your own future security-and your m t r y ' s  prosperity. Your 
signature on a Banker's Older f o e  wil l  ensure for you either a 
single purchase of a number of National Savings Certificates, or 
the regular'monthly inflow of as many Certificates as you like - 
up to the total of 1,000 which you may hold. In ten years' time 
each 10s. Certificate will be worth lb.-yout E500 will have 
grown to E650 tax free - a very worthwhile investment indeed. 
To the surtax payer the Savings Ceaificate is even more profitable. 
See your Bank Managm about it today. 

SAVE - The B a d w a y  


