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Size and Efficiency 
By S .  R. DENNISON 

An eminent English economist disputes the common ,belief 
that large-scole industrial organisotion i s  necessarily more 

efficient than its smoller rival 

O N E  of the most widely held ducer. 
economic beliefs of our time is There are some branches of pro- 

that an economic organisation on a duction where great technical econ- 
large scale must be efficient, and omies can be got by large-scale 
that the trend towards bigger operation. The  examples usually 
organisations is inevitable. There quoted are electricity generation, 
are many reasons why I believe rail tradsport, iron and steel and the 
this promise to be illusory ; but I motor-car industry. In fact, they 
am concerned here mainly with are quoted so often that one some- 
one-that the identification of large times wonders if there can be many 
size with efficiency is contrary to others. They seem to be excep- 
both general reasoning and specific tional in that great economies can 
evidence. be got by using large units of 

First of all we must be clear on capital equipment. This is not 
the meaning of ‘efficiency’. The  found in many other industries ; a 
essential idea is simple, but it is large cotton mill, for example does 
often obscured and neglected. As not have bigger and better spindles 
an approximation, efficiency con- than a small one ; it  simply has a 
sists of achieving a given result with largernumber of spindles, and there 
the greatest economy of effort. It are in fact no technicaleconomiesof 
means producing with the mini- the kind which can be got from a 
mum real costs in capital, labour, big electric power station or a big 
materials and so on. blast furnace. There is a great deal 

Let us pose our problems with of evidence to show that the 
this definition in mind. Is a large ‘economies of mass-production are 
firm efficient ? However many not nearly so general as is common- 
highly-paid officials it employs, ly supposed. We can use the 
however up-to-date its system of reports of the Working Parties to 
cost accounting, and so on, does it illustrate this point. The  Working 
use less resources for a given Parties have been ,,investigating 
production than are required by a various British industnes, and they 
smaller concern ? . A smaller con- have almost invariably reported 
cern does not have the same elah- that the large factory has no greater 
orate organisation, hierarchy of access to economies in production 
officials, and all the rest, simply than the comparatively small fac- 
because it does not need them ; tory. For example, the boot and 
they are, in fact, .the costly necessi- shoe industry is one in which 
ties of bigness, worth while only if manufacture is said by the Working 
they are more than offset by other Party to be ‘carried on under 
economies in production which are conditions which increasingly ap- 
not available to the sm?ller pro- proximate to mass production’. Yet 

1 .  4 2 8  
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out of a total of more than 800 
tactories there are only fourteen 
which employ more than 1,000 
workers each ; the majority have 
less than 200 workers each. In  spite 
of this, the Working Party con- 
cluded that ‘the general level of 
efficiency is such that we do not 
find any striking and far-reaching 
economies that could be made by 
reorganisation’: 

In  the United States, it  has been 
estimated that mass-production is 
technically appropriate for about 
one-third of the goods produced 
there. The  proportion in Britain is 
almost certainly less than this. 
The  manufacture of goods accounts 
for not much more than one-third 
ot our total activity ; mass-produc- 
tion methods are still less appro- 
priate for the other two-thirds, 
including agriculture, the dis- 
tributive trades, and all the various 
personal and other services. So, in 
all, perhaps one-eighth of our 
economic system 1s appropriate for 
large-scale organisation, if that is 
needed to secure the economies of 
mass-production. As we have 
seen, however, mass-production 
does not necessarily mean huge 
organisations ; the scale needed for 
its full exploitation may, in fact, be 
quite modest. In  certain directions, 
moreover, technical progress is on 
the side ot the small unit. Electric 
power, for instance, though it needs 
a big unit for its efficient produc- 
tion, has almost certainly reduced 
the size needed for optimum 
efficiency in many other branches 
ot production. 

The  large concern may, of course, 
be able to secure certain commercial 
economies for which a single 
factory would be too small. In 
certain cases these other economies 
may be of considerable importance. 
But there are also diseconomies of 
. 4 2 9  
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size, which increase with the 
growth of the scale of operations. 
The  root problems are those of 
management and control. Those 
writers who like to solve problems 
by stating them are wont to refer to 
co-ordination as the answer to all 
difficulties. I t  is not-it is itself a 
main problem to be solved. A 
large organisation must necessarily 
delegate duties. and responsibility 
to many people. But if the organi- 
sation is to mean anything at all. 
there must be consistency between 
the actions of all these individuals 
who are of necessity acting inde- 
pendently in their separate spheres 
ot responsibility. This consistency 
can be achieved only by reference 
to a common centre, where one 
individual must take the final 
decisions. In corisequence there 
must be constant consultation and 
a great deal of duplication of 
effort. And the results may be 
unsatisfactory compromises. For, 
of course, each individual must 
know more than anyone elsc about 
his own immediate field of action, 
and the supreme head, the co- 
ordinator, has to take decisions on 
very generalised information ; he 
may well cnme to judge on the 
merits of the man who puts the case 
rather than on the merits of the case 
itself-or I should have said the 
merits of the case as they are pre- 
sented to him. 

Moreover, however elaborate the 
systems of checks and controls, 
there will be room for waste and 
mismanagement which never gets 
known at the top. Various adminis- 
trative systems are just so many 
attempts to secure effective control 
by the centre without at the same 
time stifling all independent action 
and initiative, They can never 
overcome the fundamental dilem- 
ma, that there is a choice between 
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decentralisatton, with its freedom 
to exercise initiative, and co- 
ordination, with its fitting of the 
separate parts into a centrally- 
determined scheme. , In  practice 
some form of compromise has to 
be reached. 

At bottom, the limit to efficient 
size depends upon individual hu- 
man ability to comprehend and 
control the details of a complex 
whole. The  ‘best’ men, who are 
now so much in demand to run new 
State organisations, are very scarce, 
‘and even when they. can be found, 
their abilities are not unlimited. I t  
certainly seems that at least the very 
big firms are too large to be 
operated at optimum efficiency. 
This has long been recognised by 
those who ought to know best. 
Here, for example, is the Chairman 
of General Motors, the largest 
industrial concern in the United 
States : ‘In practically all our 
activities we seem to suffer from 
the inertia resulting from our great 
size. I t  seems to be hard for us tp 
get action. . . . There are so 
many people involved and it re- 
quires such a tremendous effort to 
put something new into effect. . . . 
Sometimes I am forced to the con- 
clusion that General Motors is so 
large and its inertia so great that it is 
.impossible for us to be. leaders’. 
This was in 1925 ; since then 
,General Motors have adopted the 
,only satisfactory solution to the 
problem-that is, to give up the 
attempt and to divide itself into a 
number of virtually autonomous 
units bound together by relatively 
loose control from the centre. Its 
example has been followed by 
others, and not only by the giants. 
The  nice co-ordination and smooth- 
running efficiency of the large 
concern is something which exists 
on ly .  in the imagination of the 
2 9  
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economic planners : those whc 
have first-hand experience are more 
aware of the difficulties, the wastes, 
and the imperfections. 

These considerations apply with 
added force to nationalised indus- 
tries. Much seems to he expected 
from a single control of a whole 
industry, to secure the blessings bf 
co-ordination. The  first step is thus 
the creation of a large new adminis- 
trative machine-on top, of course, 
of that already existing in the firms 
which comprise the industry. Given 
the premise that the industry has 
to be controlled, su6h a machine is, 
of course, necessary. But if my 
diagnosis is correct, the blessings of 
co-ordination are, in fact, illusory, 
whereas the problems created by 
the simple fact of the establishment 
of a huge organisation will become 
very obvious. The  nationalised 
industry has, moreover, certain 
features which are likely to intensify 
the disadvantages of bigness-the 
scale of operations will be greater 
than that of any private concern, the 
‘controlling body has special monop- 
olistic powers, and the form of 
organisation adopted creates ill- 
defined and divided responsibilities. 

Widening our perspective, we 
have the attempt to control in 
detail the major part of our eco- 
nomic life. The  delays and frustra- 
tions which are now so familiar are 
not accidental but inherent in the 
scale and complexity of the system. 
And it would need a good deal of 
imagination to contend that the 
results are alwavs satisfactorv and 

. 

:I worth the price. 
I suggest that our only hope of 

securing a rise in our standard of 
Living depends upon the restoration 
of the freedom of competiuve 

veloped far beyond the stage when 
human ability can successfully 
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enterprise. We have, in fact, de- 1 
I 
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I control economic life in the way recognise must not be allowed to 
I envisaged in overall planning. I t  is exist. It is a task which demands 

not the system of free enterprise much positive action by the State, 
which has been rendered obsolete both to ensure that competition is I 

i by the economic developments of able to work effectively and justly, 
the past 200 years. I t  is overall and to secure that its benefits are 
State planning which is out of date, used to give minimum standards for 
which belongs to an earlier and all. It is something which has 
simpler economic world. never been done before. But it is 

It is by.no means an easy task to not, I think, impossible ; and, 
create conditions under which com- unlike the dream world of some 
petition could perform its essential planners it does hold out some 
functions and at the same time to real promise of economic and social 
correct the important disharmonies improvement.-B.B.C. THIRD PRO- 
(such as heavy unemployment or GRAMME BnoADcAw, The Listener, 
extreme inequality) which we all April 22, 1948. 

i 

I 
I 
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We Need Many Small Shops !, 
j 

(SAYS PROFESSOR HWXANN LEVY) i .  
Mr. Dennison’s viewpoint may be compared with that of Pro- 

fessor Hermann Levy in his book “The Shops of Britain-a Study ot 
Retail Distribution”. (Kegan Paul 21s.). Fifty years ago it was 
thought that the small shopkeeper was losing ground daily. But in 
spite ot the enormous increase of department stores, the habit of 
“buying round the corner” at the small shop has not only survived, 
but has been extended in some directions. Professor Levy’s con- 
clusion, briefly summarised, is that the notorious multiplicity of 
shops is not just superfluity. On the contrary most of this multi- 
plicity has a sound and stable foundation in the distribution struc- 
ture. W e  need a lot of shops, though, no  doubt, there is some re- 
dundancy. What is needed is not restriction, but reform and 
restoration of freedom to trade, which would be the most powerful 
means of reform. Free competition remains the best means of con- 
centrating distribution upon the most efficient. “The. traditional 
structure of retailing has been a boon to Britain’s wealth. Increasing 
wealth and increasing prosperity mean a greater differentiation of 
wants. They are better served by a multiplicity of retail outlets than 
by a few standardised types. If Britain is to remain an economic 
world power, it  must remain the market which, based upon its own 
diversity of wants and supplies, tastes and designs. is in the best 

The  interests of 
retailing at home are synonymous with the interests of British 

I 
’ ,  

/ I  

. ’  position to serve the varied wants of nations. 1 exports”. I ’, 4 3 1  
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Future of Small Enterprise 
By P. SARGANT FLORENCE 
Frmn “Invcrf-t, Locatirm and Siac of Plant"' , 

concentited power. Theie are 
also long-run economic considera- 
tions such as the importance of 
experience in independent respon- .. 
sibility as a natural selection and 
training ground, and as a start for 
managers’ careen, in larger or 
extending firms. Therefore, the 
encouragement of the small plant 
should not necessarily be abandoned 
unless its comparative immediate 
inefficiency is beyond the limits 
of tolerance. For a large proporiion 
of industries, such comparative 
inefficiency of the small plant 
appears from the argument by 
survival not to be the case. In  a 
number of industries the small 
plant prevails and in a number of 
others though larger plants prevail, 
small plants exist in large numbers, 
and employ a considerable propor- 
tion of the workers. 

The  lesson of the facts is that 
policy must exercise care in picking 
the industries in which to en- 
courage the small plant and that 

.the small plant requires for its 
‘ComLmdgc Univnriry Prcrr, 1948, IS/- 

survival and success certain enabl- 
ing circumstances. Of these the 
most important are : ( I )  the need 
of the industry to disperse owing 
to continuing high cost of transport 
of material from scattered sources 
or of products to scattered markets ; 
(2) even if scientific developments 
have increased transportability and 
investment, the formation of a 
production centre of localized small 
plants in the same industry ; (3) a 
hieh deeree of soecialization-often 

F with the use of scientific 
invention, the general economic 

trend is likely to be toward larger 
plants and a mobility that allows of 
larger plants, is there scope for any 
policy of smaller plants ? 

Advocacy of the small man does 
not only depend on his supposed 
immediate economic efficiency, 
e.g., as being more sensitive to the 
profit motive than the salaried 
manager. Political theory stresses 
the importance in the community - I 

of a large number of independently accompanying (2). 
situated persons and the daneen of These enabling circumstances 

are brought out clearly in a non- 
manufacturing industry where the 
small man still flourishes and where 
the cries for his preservation are in 
fact loudest, namely in retailing. 
These cries have definite policy 
leitmotifs distinct from that of 
efficiency such as stabilizing influ- 
ence (including backbone) ; indi- 
viduality ; starting a career ; and 
even an adding to the pleasures of 
life. These motifs were clearly 
audible in the House of Commons 
debate in 1942 on the retail 
trade. 

Though retailing, as the CO- 
efficient of localization shows, is 
regionally dispersed, yet locally 
within the region it is concentrated 
in regularly occurring centres. What 
is a country town, but mainly a 
concentration of retailers ? Here 
for 1931 are the proportions in 
distribution only, out of all em- 
ployed persons in the six municipal 
boroughs or urban districts, com- 
pared to the total of N ~ I  districts 
in Herefordshire, in all Hereford- 

4.3 2 
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shire, and in England and.Wales : 

Hereford .. .. 21.5% . 
Leominster .. .. 22.3% 
Bromyard , . .. 22.3% 
Kington, .. .. 20.1% 
Ledbury. _.  .. 22.6% 
Ross . , .. 22.4% 
All Rural Dis& . . 5.4% 
All Herefordshire . . 11.7% 
England and Wales . . 14.4% 
Retailing, besides being dispersed 

regionally, yet concentrated locally, 
is also hiehlv soeciaked. I t  forms 
the last v&ical'stage in the progress 
of raw material to products con- 
sumed in the home, and the small 
man is to some extent able to 
survive ' and flourish because of 
close contact with co-operating 
specialists, in particular the whole- 
saler. Those who are stoutest on 
behalf of the small retailer are 
often among the loudest critics of 
the middleman, and yet middleman 
wholesalers-and often large mid- 
dleman wholesalers-and small 
retailers are normally so intri- 
cately inter-dependent as to suggest 
a veritable symbiosis. I t  is doubtful 
whether competing producers hav- 
ing to deal directly with thousands 
of small retailers each with very 
small orders would not find the 
costs of obtaining orders, delivery, 
catalogue sending, collecting debts 
and so on really prohibitive. They 
normally have recourse to a whole- 
saler who will give them bulk 
orders and will distribute a number 
of lines to retailers also in bulk. 

An enabling condition for a 
small retailer to be tolerably effi- 
cient is therefore specialization in 
distribution between himself and a 
wholesaler. The  wholesaler may, 

4 3 3  

of course, be a co-operative orga- 
nization or even an organ of the 
State. 

If a policy of encouraging the 
small man is to be adopted the 
enabling conditions to be selected 
or set up thus include, as retailing 
illustrates, the need for dispersion ; 
alternatively or conjointly localiza- 
tion ; and finally specialization. 
The specialization which divides up 
the type of work undertaken by 

.each plant or firm may be a vertical 
division of transactions such as 
wholesaling divided from retailing 
or one productive process divided 
off from others ; it may be a 
lateral division ot transaction such 
as specializing on one line of 
product possibly through standard- 
ization ; or it may be a division of 
economic function. Thus the ac- 
tual ownership of the land or 
building may not be vested in the 
small man. This is true of the 
many small retailers and many 
small farmers who are tenants and 
can be applied to manufacturers in 
trading estates or 'flatted' factories. 
In  one manufacturing industry, 
shoes, machinery is rented and 
here the small (and medium) man 
is frequent.. Again, economic and 
technical research may be under- 
taken tor small men, like farmers, 
by the State or some co-operative 
organ. Or, finally, financial services 
may be provided at low interest. 

I n  short the small plant IS not 
condemned outright by the facts 
but appears to require certain 
particular circumstances for sur- 
vival and success. 



Shortage of Venture Capital 
in U.S.A. 

From FEDERAL RESERVE BULLETIN, GUARANTY TRUST SURVEY 
and NATIONAL’ CITY BANK BULLETIN 

T H E  rise of interest rates in this 
country, has been paralleled in 

most other countries, notably the 
United States. The  possibility 
of the rise persisting in America is 
discussed in an article in the 
Federal Reserve Bulletin. 

The  conclusion is reached that 
the forces responsible tor the rise 
wil l  probably continuc, certainly it’ 
demand and production should 
continue at the past year’s high 
levels, and particularly if prices 
generally should advance further. 
The  ovcnll demand for financing, 
it is suggested, must remain large ; 
at the same time the savings arail- 
able tor investment in other than 
liquid assets may decline turther or 
at best will not increase substan- 
tially. The  Federal Reserve visual- 
izes a consequent increase in the 
demand for bank accommodation, 
leading to an expansion of bank 
credit which itself would contribute, 
it not to a further rise in prices, at 
least to the prevention of a “desir- 
able readjustment among prices.” 

The  article goes on to point out 
that reserves to meet the growing 
demands for credit could become 
available either through gold im- 
ports or by sales of Government 
securities, and that the Federal 
Keserve authorities would he unable 
without frcsh authority to check a 
future growth of credit. In  fact, 
rccent messages from New York 
have reported that the Reserve 
Board is asking for power to 
increase the reserve requirements 

of the commercial banks, while the 
board, according to Mr., Eccles, 
is considering raising its discount 
rate and rates on short-term securi- 
ties by another I per cent. 

Th‘e hoard is naturally con- 
cerned primarily with banking 
conditions, since the responsibility 
for maintaining an ordcrly market 
for credit lies with the Federal 
Reserve system. The  assumption, 
however, that demands .for funds 
will be in excess of the supply of 
savings implies inter uliu that the 
supply of venture capital, that is to 
say, capital available from the sale 
of equity securities by businesses in 
the capital market, ‘must continue 
to be short. The  sluggishness of the 
flow of equity capital into industry 
since the war has been regarded 
with anxiety on both sides of the 
Atlantic. 

The  National City Bank re- 
marked the other day (April) that 
“the individual investor had come 
close to disappearing as the source 
of new capital for private busi- 
ness”. The  Guaranty Trust Com- 
pany, in its latest Survey (March 
31), concludes that “unless a 
broad reversal soon takes place 
of the trends in recent years there 
can be little doubt that the supply 
of venture capital in the .torm of 
demand for common stock and of 
funds for investment in unincor- 
porated businesses is likely to be 
grossly inadequate”. 

The  reasons for the continuing 
scarcity of such capital are various 

2?* 7 
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and complex. One major cause 
noted by the Survey is the heavy 
burden of tax on individual in- 
comes, partirillarly in the higher ’ 
grades. This leaves “little surplus 
for investment in equity securities 
and little incentive to assume the 
risk that such investment neces- 
sarily involves”, even if it  does not 
enforce continuous dis-saving. In- 
come taxation is aggravated by 
estate duties, which further weaken 
the incentive to risk-taking invest- 
ment. On top of this “the long- 
term outlook for business cohcerns 
has been weakened by high and 
inflexible costs, and by the attitude 
of disapproval and distrust towards 
profits in general”. If all this is true 

“... 
. . .- . .. 

bf the UnTted States, it  must apply 
with still greater force to this 
country. 

The  present official tendency is 
to rely partly upon business itself, 
partly on institutional investors and 
State agencics, to make good the 

shortage of individual savings. By 
precept and by tax persuasion, 
companies are being encouraged to 
retain an increasing praportion of 
profits in their businesses instead of 
distributing them. But although 
additional equity funds are thus 
made available directly to business, 
it is debatable to what extent the 
process is really a net gain, since the 
lower proportion of profits paid out 
in dividends, inlist indirectly dis- 
suade individual investors from 
taking on the risks of ownership. 
As for the funds of institutions, be 
they insurance companies or statu- 
tory bodies, these are not ordinarily 
available, or available only within 
limits, for equity investment. One 
way and another a bias is being 
steadily created in favour of finance 
by fixed-interest securities or by 
shprt-term credit, both of which 
must tend to aggravate the basic 
forces responsible for the rise in 
interest rates.-Summary from THE 
TIMES, April 20, 1945. 

Paper Consumption in U.K. 
The  Parliamentary Secretary to the Board of Trade, Mr. John 

Belcher, gave the following figures of paper consumption in the 
years 1938-47 :- 

1939 .. 3,700 1944 .. 1,450 
1940. . . 2,350 1945 .. 1,550 
1941 . .  1,650 1946 .. 1,900 
1942 . .  1,400 1947 .. 2,100 
1943 .. 1,350 1948 (estimated) ’2,050 

Mr. Belcher said these figures were approximate. Precise figures 
of home consumption of paper and hoard were not available.- 
April 6, 1948. 

Thousand ions Thousand t o n ~  
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u.s.’ Wages and Cost of Living 

DolLn Dollars 

Retail trade 37.62 Lsundri+es 33.99 
In  February there began to be 

signs that the rise in American 
prices was coming to an end and 
:‘production was at last catching up 
with demand over a wide range of 
industrial products,” but “then 
came the tax cut adding $4,800 Mn. 
to consumer income and the defence 
programme adding almost another 
S1.000Mn. for 1948-a total of 
more than S5,500Mn. in new busi- 

ACCORDING to the figures of . ness for American firms, in addition 
the American Federation of to the 86,000Mn., in the Foreign 

Labour, “real” wages in the United .4ssistance Act”. Not all the money 
State:-expressed as the “buying provided for European recovery will 
power nt one hour‘s work“-rose be spent in the United States but a 
steadily from 1936 to 1944, rose good many of the dollars spent 
very little between 1944 and 1946, outside the United States on goods 

“AI- tor Europe will probably come back 
though post-war wage increases in the end for American goods. 
have been the largest in history, The  millions freed by tax relief 
prices rose so fast that the average and the ‘money provided for the 
‘real’ wage scarcely increased at all defence programrne,3will be spent. 
from 1944 to 1946 and in 1947 in the United.States this year: 
actually fell back below the 1944 “This additional $5,5OOMn. worth 
level”, the federations says. of goods to be produced by our . 

At January’s prices the United economy, which was already oper- 
States Department of Labour esti- ating at full employment and would 
mated that the average worker in an use its full capacity for the Euro- 
American city needed to spend a pean programme, means an end to 
minimum ot 565 a week to keep all threat ot business recession this 
himself, his wife, and two children. year and a real danger of new 
According to the A.F. of L., shortages and more price increases” 
skilled craftsmen in building and the American Federation of Labour 
coal-miners could earn enough to declares. 
meet this budget if they were in In  this situation the A.F. of L. 
regular work, but most workers has opposed suggestions of “wage 
could. not. A comparison of average freezing” and in a note to its 
weekly wages in relation ti, the unions on “spring wage negotia- 
“minimum budget” of $65 tions” says : 
showed amone other trades : . “The important.fact for workers 

is (1) the outlook for company 
earnings in 1948 is good and (2) 
unions should attempt to arrange 
wage increases without raising 
prices. In  order to do this refer to 
the 1947 profit record of .your 
industry and get your company to 
give you its financial report.” 

The  A.F. of L. considers that 
“joint efforts” by unions and 
managements to increase pro- 
duction and reduce costs “can give 
workers the increases we need 
without raising prices”.-Mm- 
CHESTER GUARDIAN, May 11. 1948. 

, and in 1947 began to fall. 
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Italy and FuM Employment 
By Professor VITTORIO MARRAMA 

(Eirracfr from Banco Nozionale de1 Lavoro Qmrfnly Review, Jqnuory, 1948) 

T Y E  problem of Itafian unem- 
ployment must he considered 

in relation to one .of its chief' 
causes, the growth of population., 
Each year the popillation of work- 
ing age increases by 300--350,000 
persons, for whom there 'seems to 
be little chance of employment 
unless the country is intensively 
industrialised. The  number of 
unemployed is now estimated at 
over 2 million, i.e., at.10 per cent. 
of the working population. 

Italian unemployment is above 
all of a structural character due 
partly to demographic disequilib-. 
.rjum. Ever since she attained her 
Gnity, Italy's productive activities 
have been shaping themselves along 
lines similai to those prevailing 
in the leading Western countries, 
both as regards her productive 
system and the formation of her 
real income. This has led to a 
maladjustment between the 
productive structure of the . 
country and the economic structure 
of its market, characterised by the 
abundance of manpower on the one 
hand and the scarcity of fixed and 
circulating capital on the other. I t  
is clear that the actual and virtual 
unemployment existing in Italy is 
due to this lack of balance betyeen. 
capital and lahour, a disparity now 
increased by the destruction caused 
by the war. However optimistic 
we may he as to the future outlook 
foe emigration, it is difficult' to 
foresee an outflow of labour equal 
to the natural growth of the popu- 
lation. Emigration, even in its most 
prosperous days, only attained such control. 
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figures for very briet periods ot 
time. On the other hand, some. 
thing more substantial niight be 
done in the matter of capital 
resources. 

Protessor Saracen0 has recently 
estimated the total need of capital 
investments in Italy for the four 
years 1948-52 at 7,200 million 
dollars, distributed as tollows : 
2,500 million for public utilities ; 
$1,500 million for buildings ; 1,700 
million for land reclamation and 
public works ; 1,500 million for the 
manufacturing and mining indus- 
tries. This mass ot investment 
would c h  for an increase of capital 
within the country which could 
only he provided by*an influx of 
imports (financed by foreign loans) , 
to a value estimated at 2,500 millioii 
dollars. Evidently the recourse to 
national savings would still ,he a 
pretty licavy one for an income 
increasing as slowly as does that,of 

' Italy, One can see how great 
would he the restriction of con- 
sumption that the Italian people 
\vould be called on to face. 

I t  would he necessary to inten- 
sify the process of capitalisation and 
industrialisation' in Southern 
Italy. One cannot over-emphasise- 
the fact that the elimination, or at 
least the lessening, of the economic 
disequilibrium between Northern 
and Southern Italy would greatly 
facilitate the solution of our most 
thorny problems. I t  is a problem 
of regional distribution of capital 
investments, and therefore o,f their 
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ROFESSOR F. ZWEIG’S La- p bour, L.ife and Pownty. began 
as an enquiry into “Spending 
+bits and Poverty”, but as his 
enquiry went on, it developed into 
something much wider, as the title 
suggests. He’ adopted a new and 
unorthodox technique : dropping 
the questionnaire method, he set 
himself to have as many interviews 
as possible with working-class men, 
not formal interviews, but exchange 
of views on life, labour and poverty. 
The  content of his enquiry into 
some 200 cases, as he himself says, 
is documentary, not statistical. 
The  information obtained on the 
kind ot life the poor and v e e  poor 
live is of great value both to the 
economist and the social reformer. 

Among the subjects dealt with 
are the causes of “Primary Pov- 
erty”, the sources of “Secondary 
Poverty”, the part ‘which Public 
Houses, Dog racing and smoking, 
.football pools and amusements; 
play in spending habits, attitude 
towards work, saving, standards of 
consumption, what he calls “work- 
leisure.’’ Some ot the many inter- 
esting conclusions at which he 
arrives are summarised, as follows : 
I.-Powcrty.--The position in this 
country is that a young able-bodied 
man need not fear poverty, provided 
full employment is maintained, but 
there is a wide range of marginal 
cases when poverty begins with 
defects of health,mind and spirit. 
T o  improve the standard of health 
of the workers is, the greatest con- 
tribution any country can make in 
combating poverty. 
Z.--Seconda*y ’ Poverty.-This is 
*Gollonca 716 

restricted to’shokages in the,neces- 
sities of life caused by excessive 
indulgence in betting, drinking and 
smoking on the part of the wage 
earner of the family. Dog-racing is . 
theinost pernicious torm of gambl- 
ing ; expenditure on football 
pools, though far more widespread, 
is- not an important element i n  
secondary poverty. Drin’king is no 
longer a moral or health problem 
of great magnitlide, but it remains a 
social, ’ educational and economic . 
problem, because the percentage of 
working-class income spent on 
drink .is as heavy as formerly, if not 
heavier. Smoking is regarded and 
treated by most smokers as a 
necessity of. life exactly like other 
necessities-expenditure, of cigar-. 

.ette purchasers may amount to’ . 
12-15 per cent. of a E5 average 
net income, or even more in the 
case of “chain smokers”, a few of 
whom may spend as much as 
25s. to 30s. a week. 
3. Attitude towards work.-The 
majority of workers are more or less 
content d i th  their jobs though 
sometimes with qualifications. A 
minority like their work and take a 
pride in it. A small group actively 
dislike their jobs and it is in this. 
group that absenteeism is most 
common., The  great majority do 
not like overtime work, partly 
because so much of the increased 
earnings goes , in  taxation, partly 
because, of the interfereqce with 
their recreations. The  main causes 
of absenteeism are that some 
workers take a day or two off to 
save in taxes, others wish to go 
gambling at races, others find they 
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can earn more by working on their 
own at week-ends, others find that 
a short spell of work on Saturdays 
docs not pay because a dispropor- 
tionate amount of time is wasted in 
travelling. The  two main causes 
for reduced efficiency in work 
compared with pre-war are given 
‘as war-weariness and inadequacy 
of food. In  some trades, especially 
building, workers deliberately go 
slow ; for example a bricklayer who 
lays. 400-500 bricks on day work 
can easily .lay 1,000 on piecework. 
4. Sm’np.-Most saving is for 
short-term objects, clothes, 
holidays or Christmas festivities. 
There is comparatively little 
saving for long term objects, 
putting by for the “rainy day” or 
making provision for old. age. A 
great obstacle to s a p g  is the strong 
sense of insecurity ot lite among 
workers. 
5.  Spendink.-Poverty is not an 
economical state, i.e., it. does not 
favour economy. If we want to 
improve the pattern of spending of 
any family, we must raise not only 
the educational standard of its 
members, hut also its standard 
ot living. We ‘must also make 
arrangements which will lower the 
distribution costs of buying smaller 
and cheaper quantities with which 
the poorer are relatively more 
burdened than, the better-off. 
6. Consumption.-“ The  propen- 
sity to consume, which is the re- 
verse’ot the propensity to save, is 
the single factor more respo-nsible 
for tu11 employment than anything 
else. The  investors’ expectations 
are primirily based on the pro- 
pensity to consume in general and 
in specified classes of goods. 

“The whole modern theory of 
full employment is primarily 
based on the propensity to con- 
sume, and the latter serves also as 
. 4 3 9  
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the basis for the estimates of multi- 
pliers. The  modern theory of trade 
cycles is a version df the under- 
consumption theory. The  defi- 
ciencies in consumption reveal 
first of all a maladjustment in the 
distribution of income, therefore 
the readjustment in the distribution 
of income assumes the first place in 
the treatment of unemployment. 
We see here again the close link 
between the problem ot consump- 
tion and the problem of poverty. 

“The standards of consumption 
are the determinant for the other 
basic factor of national income: 
efficiency. Higher standards of 
consumption mean greater effi- 
ciency, because they contain not 
only the essentials of life, hut also 
the essentials of efficiency and 
skill. In  the light of modern 
experience, especially a t  the present 
time on the continent of Europe, 
we see that the bottle-neck of 
economic growth and prosperity 
may’lie in deficiencies of consump- 
tion. Very often a growing economy 
requires consumption to proceed 
one stage ahead of production. It is 

. wrong to regard consumption as a . mere passive enjoyment ; it  forms 
part and parcel of a larger process 
of utilisation 6f wealth, higher 
standards of consumption preced- 
ing higher standards ot produc- 
tivity, provided that consumption 
does not take the form of destruc- 
tive consumption which leads to 
lower flow of energy in personal and 
social terms. 

“Thus both determining factors 
of national income-efficiency +nd 
full employment-are ultimately 
dependent on consumption stand- 
ards.” 

“Sundries” in the family budget 
or “miscellaneous” or “residual” 
expenditure include nearly every- 
thing apart from expenditure on 
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food provided i t  home, rent, cloth- 
ing, fuel and light and household 
goods, savings and investments. 
Estimates in the White Papers on 
National Income and Expenditure 
show that “sundries” play a major 
and growing role in the system of 
living and in the country’s economy. 
This is the outcome not only of the 
rising real income and the reduc- 

. tion of the average size of the ’ 
family, hut also of the changing 
pattern of life. This conclusion is 
confirmed by the present enquiry. 
“The percentage ot ‘sundries’ per 
standard family varies not only with 
income, but also with education, 
environment‘, leisure, family life,, 
factory cbnditions, thrift and all 
other factors influencing spending 
habits. 

“Just as leisure, .which is the 
surplus of time remaining after the 
practical necessities of life have 
been attended to, can h: wasted or 
misused, so also tree income, as the 
surplus of income over necessities 
can be aasted and misused. Both 
can be used in ways harmtul to the 
growth of personality as well as to 
personal and social welfare stand- 
ards. The  system of socia! welfare 
cannot dissociate itself from the 
problem of the use both of leisure 
and of free income. With the 
growing surpluses in t ime. and 
resources, the problem ot their 
utilisation will become more and 
more the crucial problem of the 
future of civilisation”. 

7. The Average Worker.-The 
average worker” does not exist in 

reality, but only in social and 
economic literature. Nor is there 
such a thing as “average be- 
haviour”. But there are many 
“types” of workers and many 
“types” of behaviour. “If we 
start to think about types, we shall 
he able to do more in social and. 

“ 
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economic policy, because we shal! 
be able to differentiate our approach 
and make our mepures subtler and 
more expedient, with better re- 
sults, aiid we shall avoid ysing only 
one overall weapon in fighting 
against all shortcomings ; the 
economic one which has proved 
insufficient”. 

8. Work-Leisure.-A working 
man differs from another not so 
much by his level of Gages or by 
the kind of work he does as by how 
he uses his leisure. “This is the 
most characte;istic feature of the 
man. A man earning less, by using 
his leisure time sensibly may be 
much better off-than another who 
indulges in sheer waste. He also 
has better prospects and chances of 
success in the future, because the 
use of leisure greatly affects his 
efficiency and productivity. The  
use of leisure” also affects his 
security, because it is a basic deter- 
minant of his propensity to save. 

“The problem of leisure in 
modern communities is crucial, and 
it is regrettable that the modern 
economist has nothing to say 
about it. I t  has a definite bearing 
on the problem of man-power, 
efficiency, wages, industrial choice, 

.saving and investment, and dis- 
tribution of income between social 
strata. The  economist has con- 
centrated mostly upon the choice 
between more leisure or more 
income, leaving the problem of the 
use of leisure to the’psychologist, 
sociologist or moralist. 

“More leisure time means 
also claims for higher wages, and 
it is quite true that those who 
make the worst use ot their leisure 
make the loudest claim for more 
wages. 

“However, we must realise not 
only that the use of leisure affects 
the value of work, but also that the 
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value of work-or  rather the atti- who takes an interest in his work 
tude towards work-affects the use and is proud of it." 
of leisure. Leisurelwork-leisure Work and leisure form a totality 
forms a psychological circle. A of man's activities and aspirations, 
nfan bored stiff and discontented and they must be treated as a 
with his work is more prone to the whole in any attempt at personal 
wrong use of leisure than a ,  man and social adjustment. 

Case for Living on Capital 
Providing onek capital is sufficiently large, a n d  :re i,s not 

funaway inflation, there is something to be said for living on capital. 
In  his latest circular a.provinciaf stockbroker shows that if El ,OOO is 
invested to yield 3f per cent., and yield rates rise to 4 per cent. over a 
three-year period, then the capital value will tall to E812 10s. Assum- 
ing that the holder pays tax a t  9s. in the E his total income over 
that three-year period will be E53 12s. 6d. net. Says the broker : 
"For anyone who pays this rate of income tax there is much to be said 
for drawing on capital to the extent ot L53 12s. 6d. per E1,OOO for 
three years rather than facing a capital loss of several times this 
amount". He goes farther, and shows in tabular form what can be 
achieved by aiming at an increased income return, viz. :- 

Cnpiml invntcd at 

10.000 
12,000 
14,000 
16,OW 
1s.000 
20.000 
22 000 
24:OOO 

I O  prcdusc 
, n o a s  
>"comen 

E500 
600 
700 

, 800 
900 

1,100 
1,200 

1,000 * 

Capitnl 

1% 
. E  
41.331 
46.666 
50,000 
53.333 
56.666 
6 0 . ~ 0  
63.313 . 66,666 

invrated st 

5 %  c 
12500 26,000 
15:OOO 28,000 
17.500 30,000 

42,500 14,000 
15000 16,000 

.47,'500 lS.000 

40.000 12,000 

50,000 40,000 

to produce 
BImr 

income 
E 
1,300 
1.400 
1500 
1:600 
1,700 
1 SO0 

2.000 
1:900 

Anyone Gho takes a poor view of the investment outlook blit has 
not given up all hope can switch part of his funds into higher yielding 
iecurities, and retain 'a valuable cash balance for reinvestment when 
he thinks the bottom of the market has been reached. For example, 
the holder of .L40,000 capital invested at 3 per cent. could reinvest 
E30,000 at 4 per cent. to bring in the same income and place ~10,000 
on deposit for investment when the depression hits' us. Alternatively, 
he could invest E24,000 at 5 per cent,and have a depression nest egg 
of L16,OOO. This nest egg could be drawn upon, of course, in thc 
same way as a dividend equalisation reserve. By this means one 
guards against inflation and.slump, whereas the investor who realises 

' all his capital assets and puts his cash on deposit can find his Dur- 
.. chasing power reduced considerably in qui& a short while.-?'HE 

STATIST, May 8, 1948. 
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Compulsory Loan Preferred to 
Capital . Levy 

The socialist author, having anolysed and condemned the ideo 
of a capital levy, here states the case for the olternatiwe 

compulsory loon 

IF ,  we reject the capital levy .as 
inequitable, not producing a 

sufficient revenue gain to reduce 
taxation, and as too aisturhing, we 
clearly need something in its place. 
For the basic .socialist argument 
remains-the . need tor a drastic 
redistribution of capital (and there- 
fore income and economic power) 
to. further social justice. The 
long-term trend is firmly in this 
direction, hut can we not speed the 
process whilst also aiding the Solu- 
tion of our current problems ? 

Is there an alternative to the 
capital levy of a more radical kind 
than the.Special Contribution ? Is 
it possihle to achieve certain desir- 
able objectives at once : a redistri- 
bution of capital, a ,reduction in 
spending and an increase in saving 
plus incentives to '  greater pro- 
duction ? In  the writer's opinion 
these requirements could he met by 
a compulsory loan which in effect 
would he a prepayment of death 
duties and would he particularly 
applicable at the present time as a 
counterpart to a wages policy 
applied to "other incomes". 

This would he calculated on the 
Same lines as a capital levy, i.e., on 
capital, hut with the objective of 
reducing incomes. .For' example, 
five per cent. on Ll0,OOO rising to 

'sixty per cent. on E1 million and 
over is suggested, to he payable in 
cash, gilt-edged or industrial secur- 

.ities. The  object would not he to 
-cancel Debit hut to reduce the 
income from capital, and the  loan 

would he repaid each year against 
income tax and surtax becoming 
due. (The same securities could he 
repaid to the people who had paid 
them in, the Government having 
the dividends in the interim period.) 
Repayment might he at rates (which 
could he varied to sui! circum- 
stances) of sixty to seventyrfive per 
cent. of the tax paid each year. 
The  fact that,it is a loan and not a 
lecy would, in part, remove the 
ohjection of inequity caused by 
difficulty of valuation. Evasion 
may he less Serious ; jewellery, 
etc., which may escape are non- 
income hearing. An enormous 

,incentive to enterprise would he 
given as the loan would he repaid 
in proportion to tax paid. Death 
duties mould he payable in full 
from the loan levy. National 
Debt could he temporarily can- 
celled or the Floating Debt reduced 
and re-issued to.take up the infla- 
tionary pressure of the repayments, 
which would modify the general 
deflationary character of the loan 
itself. The  proceeds of the securi- 
ties in Government keeping-and 
many people would prefer this to 
selling them (e.g., private company 
shares)' and would wish to retain 
cash for liquidity purposes and 
gi1t;edged as collateral security 
lor . business and hank-loans- 
should allow some reduction in tax 
rates tor the lower income groups. 

T o  sum up the advantages of such 
'a. compulsory loan over a cipital 
levy : 

Q , 4  4 2 
1s 



I 
I ’  
I 

., I 

, 
16 ECONOMIC DIGEST 

1: I t  meem to some extent the 4. I t  obviates some difficulties 
objections of the inequity ot a of raising cash for a capital levy 
capital levy since it is a loan and , by selling securities or, alterna- 
therefore repayable. tively, the permanent acquisi- 

2. I t  provides an enormous. in- tion by the Government of a 
centive to the entrepreneur mixed bag of share &sets. 
class-rePaYment in Propof- 5.  I t  hits very hard now when i t  is 
tion to income and Pald, needed to counter inflation and 
with their own money. ?mi- gives great encouragement to 
IarlY, it diSco’J?%es Capi@‘ production-the two essentials 
consumption and encourages ot an antiflationary policy. 
accumulation on the part of 
those who have paid the ‘loan” This discus3ion would be purely 
-the more saved, the quicker academic it the “once-for-all” 

pledge of the Budget speech were 
3, Coupled with considerably to be But On 

the assumption tha t  this need not 
be done, thh proposal for a com- 
PU~SOV loan is offered for con- 
sideration in the Labour Move- 
ment.-sOClALlST COMMENTMY- 

, the loan is repaid. 

increased death duties (which 
are cayable in full from the 
loan) it provides an effective 
form of capital re-distribution 
more discreetly than the capital 
levy. May 1948. 
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Rebuilding Europe's Transport 
System 

, .  
By Sir H. 'OSBORNE MANCE 

UNDE,R,  the Marshall plan the commercial interests. There are 
participating. countries are to however still some big snags. At 

help each other so that countries present the dollar shortage prevents 
which have surpluses will con2 the use of natural routes-for 
tribute towards making good the example, to save dollars traffic is 
shortages of other countries. In  diverted from the Rhine, where it 
this way the.tiansport demands on used to he handled at Rotterdam . the United States can he reduced to and Antwerp, and where river 
a minimum, and certain items, for craft are'standing idle, to German 
example lorr,ies, can be eliminated. ports, thereby increasing the burden 
There is another way in which on the.overloaded railways. Here 
European States can help each some temporary help in the pro- 
other.. Almost half-a-million new vision of dollars through the Mar- 
wagons will have to be introduced shall plan would hasten the 
o n  the railway systems of Europe, restoration of normal conditions. 
and the opportunity will be taken Transport, like every other eco- 
to standardise the design of wagons nomic activity in western Europe, 
as far as possible so as to reduce the is hampered by the lack of a 

. future proplems of wagon main- German currency which can be 
tenance and repair, especially in used tor external transactions. At 
the  case of those wagons used for present there is no legal way in 
international journeys. which, say, a Dutch Rhine boatman 

Somuchforthephysicalneedsof can pay to go to a cinema in 
short-term reconstruction. I t  is Germany or for the services of a 
equally important that European doctor to attend his wife when she 
countries should work together to has a baby. There are lots of illegal 
make the hest use of such transport 1 ways. Again, up to now, German 
facilities as are available. During. vessels have not been allowed to 
the period of shortage of transport operate qutside Germany. It is 
there has been a system of priorities hoped that they will be allowed to 
for international traffic just as there do so without waiting for the peace 

country during the war. Closer All that I have been telling you 
co-operation between the Marshall relates to urgent problems arising 

" countries will add to the effective- immediately out of the war. Another 
. ness of this procedure. Something effect of the war was to throw out 

might also be done in the way of of gear numerous international 
' wning to reduce as tar as possible transport agreements which had 

cross hauls of certain heavy traffics, existed for many years.. I .doubt if 
h<t there may be some resistance the man in the street realises how 
to this on the grounds of national necessary it is to have these agree- 

~ 

' .was 'a system of priorities in this treaty.. 
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such a6 railway time-tablesand the 
formalities for customs examination 
and so on. Many of us h o w  of the.  
arrangements which enable private 
motorists to travel anywhere in 

I' Europe with comparatively few 
' I  formalities,, On international rivers 

several states, a uniform standard I 
of maintenance and uniform regu-- 
lations are obviously essential. All 
these examples show the need ot 
long-term agreements, and a num- 
ber of special organisations existed 
before the war to carry them Out. 
The  revival of these pfe-wai ar- 
rangements must he expedited and, 
if possible, the opportunity should 
be taken to improve them-for 
example, by providing facilities for 
international goods traffic 6y,road 

I which may cross the territories of 

i I 
I 

i "  - 

i .  
I 

ments. Just take a few examples. 
International traffic might he diffi- 
cult, if not imppssible, if you had 
different loiding gauges on the 

. are suffering from this in that con- 
tinental rolling stock cannot pass 
through the British tunnels, and 
special vehicles have had to be 
built for the Channel ferry services. 
I t  is evidently necessary to have 
some uniformity in the design of 
rolling stock, or vehicles of one 

,counuy might not couple 'up with 
those of another. If it were not for 
a series of important agreements it 
would not be possible to travel by 
rail to another country without 
taking a tresh ticket at each frontier, 

I or  to send goods without, re- 

European railways. We in England 
' 

. .  
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transport, on which a useful be- 
ginning had been made. All this 
collaboration in transport matters 
in the past has taken place between 
countries each of which has jeal- 
ously guarded its national sover- 
eignty. If we are going to have 
some form of closer European or  
Western European Union, a wide, 
field is opened up for more com- 
plete integration of the transport 
systems of the associated countries. 

We in this country are directly 
intcrnted in many of these q u n -  
tions, the more so since the estab- 
lishment ot ferries between England 
and the Continent for passenger and . 
goods trains, motor-cars and goods 
lorries. We are, of course, politically 
and economically interested in 
the recovery and future prosperity 
ot Europe, on which our oyn  
prosperity and even our treedom 
may depend. It is to he hoped 
that this country will increasingly 
participate in the development of 
European transport. Such develop-, 
ment may turn out to he one of the 
most promising lines of approach 
to effective regional organisation, 
or in a wider field to world organisa- 
tion. 

One thing can be counted on and 
that is the enthusiastic co-operation 
of transport and communications 

' personnel 4f every country. They 
are used to working ou t .  their 
problems,together and by this time 
the spirit of fellowship is in their 
blood.- B.B.C. HOME SERVICE 5 

BROADCAST, THE LISTENER, May 
6, 1948. 
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I The World Food Shortage 
By PROFESSOR EFWST ABRAMSON, Sfofe' Imtitufe o/ Public Health, , Sweden 

This article reinforces the campaign launched by Sir John Boyd 
Orr, .to make the world aware of a .  greater menace than war 

E V E N  before the war ma lnu thon  
was the normal condition of a 

majority of the people of the world. 
Taking the conditions round about 
1938, we find that an area com- 
prising the greater part of Asia, 
portions of the Middle East; Cen- 
tral America and parts of South 
America and Africa, inhabited by 
1,096 million people, or rather 
more than half the whole popula- 
tion of the u,orld, had a calory 
supply which, per person per day, 
was helow 2,250 kilogramme cal- 
ories (kcal). In the greater part of 
South Europe and certain parts of 
Asia, the Middle East, South 
America and Africa, 380 million. 
people had a daily calory supply of 
between 2,250 and 2,750. Only 
about one-third o f .  the earth's' 
population, 695 million, living in 
North America, the greater part of 
Europe, the Soviet Union, Oceania 
and parts of South America, aver- 
aged a normal calory supply, -i.e., year200i)Gohldaverage 13 ptrthou- 
more than 2,750 kcal per person sand per annum. Even a population 
per day. For the whole population increase of 8.5 per thousand means 
of 'the world numbering 2,171 that the world's population would 
million people, the average calory increase in 26 years by 25 per cent. 
supply may at that time be esti- and  would be doubled in 82 years. 
mated at 2,450 kcal. I t  'should Of the whole 149. million sq. km. 
perhaps be added that in respect of of the earth's surface only about 
quality, that is taking into account 18.1 millions are arable. The  tilled 
the nutrition substances comprised ground amounts to approximately 
in it, the diet is worse than the half of the tillable or 7 per cent. ' 
calory figures show. ot the earth's surface. Neverthe- 

In  considering the possibility of less, it may be said in general that 
providing satisfactory nutrition sup- the remainder is of lower quality 
ply to the whole population of the than that at present cultivated. It 
world it must be kept in mind that ' is, of course, only natural that.the 
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this population is strongly on the 
increase; According ,to the most 
reliable figures the population of the 
world consisted of 545 millions 
around the year 1650, 728 millions 
about 1750, 1,171 millions about 
1850, 1,608.millions around 1900 
and, as stated, it  was 2,171 millions 
in 1938. There is no indication 
that a falling off in population in- 
crease~has begun to set in. I t  is true 
that the birthrate in many countries 
has begun to fall, but the progress 
of modern hygiene has meant in 
most places that the death rate is 
sinking too, and often even more 
sharply than the birth.rate. On 
the basis of population increase up 
to now it may be estimated that the 
increment in the near future will 
not be below approximately 8.5 
per thousand per'annum. This' 
figure is probably too low. In  1938, 
I<.-G. Hagstrem, D:Sc., estimated 
that the DoDulation erowth UD to the 
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hest portions have been the first to ing under the League of Nations 
come into use. made up numerous cheap proposals 

Assume that the whole cultivated for diets largely satisfying man's 
area of the earth were used for a need of all nutrition substances. A 
single species of grain, say wheat, considered estimate shows. that the 
and that it produced a yield land surface now cultivated is 
corresponding to what is attained inadequate to produce with present 
on the average in the hest managed methods a sufficient diet of the kind 
agricultural countries, e.g., Sweden. for more than about 60 pqr cent of 
The  total harvest would then give a thq earth's population. 
sufficiency of calories to supply the - From what has been said it is 
needs of a population approxi- evident that the food position of the 
mately two-thirds the present pop- world is extremely grave. It is pure 
dation. If instead, it were con- illusion to suppose that the difticul- 
sidered that the earth were utilised ties may he remedied in the next \ 

solely to produce animal foodstuff, few years. I t  is certain that food 
only a fraction of the present shortage will under all circum- 
population could he provided with stances he acute in the larger part 
meat, eggs, buttqr and, or milk in of the world for many years to 
sufficient quantities to correspond come.-From QUARTERLY REVIEW 
to the calory requirements. As is OF SKANDINAVISKA-BANKEN, AB., 
wellknown, nutrition experts work- OSLO. 

Profit Margin Sixpence in S .  . - 
As s6 much publicity has been given of late 'to the profits paid out 

by public companies-with the obvious inference.that such profits are 
materially affecting the price of goods-it is of interest to examine 
the ingredients of the selling price of every twenty shillings' worth of 
merchandisf despatched from our (Pool, Lorrimer & Tabberer Ltd., 

Cost of materials . .' .. . .  . .  . .  . . 12 1.18 
. .  . .  . . 3 3.72 

.. . . 1 8.23 

Taxation . . . .  . .  . .  . .  . .  . . 1 5.54 
. Allocated to reserve.. . .  . .  . .  . .  . .  5.02 

Distributed profits . .  . .  . .  . .  .. 6.84 

' 

' 

' Leicester) factories :- 
s. d. 

Wages and salarieq , _ _ I  .. 
Overhead charges . .  .. .. 
Depreciation. . . .  .. . .  . .  . .  .. 5.47 . 

20 0.00 
Let us take a typical example of our production-a woman's vest 

selling at 3s. 2d.-of this sum only a penny is the reward received by 
our shareholders for the risk taken i 5  supplying the capital necessary 
tor the functioning of the business. On the assumption that every- 
one would agree that the shareholder is entitled to some reward, it is 
clear that no reduction of profits could materially affect the selling- 
price 6f such an article.-,~rom CHAIRMAN'S SPEECH AT COMPANY'S 
ANNUAL GENERAL MEETING, April 21; 1948. 

. 
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World Newsprint Famine 
T H E  World is suffering from an restrictions, and systems of alloca- 

acute shortage of newsprint, tion and therefore the “effective 
together with a “marked inequality demand” for newsprint varies ac- 
in its distribution”. This is the cording to these policies. 
chief conclusion reached in a Reporting that all Europe, with 
27-page Secretariat report survey- the exception of Switzerland, 1s 
iog the current production and either “short” or “very short” of 
distribution of newsprint. (“News- su.pplies, the survey cites the 
print” is the class of paper used in position of five small countries- 
the regular editions of daily and Austria, Denmark, Hungary, 
weekly newspapers throughout the Ireland, and the Netherlands-as 
world. I t  is normally composed of an example. Their current sup- 
75 to 85 per cent. of mechanical- plies are more than 40 per cent. 

. ground wood-pulp, and 25 to 15 below 1937, and even lower than 
per cent. of sulphite pulp.) the level of present requirements. 

T h e  report is based on replies of “Nowhere, perhaps”, says’ the. 
Member governments to a ques- report, ‘!does the newsprint picture 
tionnaire sent by the Secretary- look so dark as in the United 
General. The replies reveal that Kingdom, the world’s second larg- 
world production as a whole has est consumer of newsprint”. Do- 
dropped fifteen per cent. .below mestic production, in 1947, com- 
1937 ; that Canada is the only key pared with 1937, had fallen from 
country showing a current gain in 813,000 to 256,000 metric tons, 
newsprint production ; that the imports from 478,000 to 125,000 
United States is the only country and current supplies are expected 
now using as much newsprint as in to drop stdl further to 357,000 
prewar times ; and that, with the metric tons, or less than 30 per 
exception of Switzerland, all Euro- cent. of the 1937 figure. 
pean countries are very short of Meanwhile,’ newsprint exports 
newsprint supplies. from Britain, amounting to 58,000 

. The  basic interrelated reasons metric tons in 1937; have .now- 
listed by the report for this shortage practically disappeared. 
are, as tollows : In  the United Kingdom, the 

The  wartime destruction of capacity to produce more than 
plants. 500,000 metric tons of newsprint 

Shortages of raw materials, fuel, annually is now lying idle, accord- 
transport, and labour. ing to the report. A considerable 

Foreign exchange difficulties. amount of production capacity is 
The conversion of newsprint also lying idle in Germany, Japan, 

production machinery to more and Korea. In Japan itself, the 
profitable types ot paper. 1948 output of newsprint was just 

Because of these and other over 80,000 tons, compared with 
reasons, the report asserts that it is nearly 400,000 tons produced in 
difficult to Obtain an exact estimate 1937. 
of the current world demand for In  other parts of the world 
newsprint. Governments, in form- where needs are smaller, it is re- 
ing their policies, impose priorities, ported that generally supplies have 
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been better maintained during the 
last two years, espec&lly in Latin 
America. Nevertheless, Australia 
and New Zealand both contemplate 
fairly drastic curtailment of their 
1948-49 supplies, through reduced 
imports. 

Reviewing prospects of future 
newsprint production, the report 
attributes the following factors for 

~ . the very few new mills being con- 
structed : 

Increased costs of new installa- 
tions. 

In  countries like the United 
Kingdom, Germany, and Japan, 
there is a 'great amount of unused 
mechanical capacity. 
' Pulp and newsprint industries 

suffered as a result of ,  excess 
capacity for ten years preceding the 

war. 
Newspriht is at. present a rela- 

tively unprofitable timber product. 
. Some governments are unwilling 

to extend cutting areas. 
In conclusion, the report states 

that experiments have been con- 
ducted in the use of other fibres, 
waste paper, and lighter paper, and 
in de-inking, but these promise no 
adequate relief within the imme- 
diate future. Smaller and less 
frequent editions of newspapers 
have, insome countries, resulted in 
circulations rising above prewar 
levels, and it appears that the more 
newsprint a country can obtain the 

.more it uses. This is also true of all 
timber and paper products.-prom 
U ~ I T E D  NATIONS BULLETIN, Hpril. 
1948. 

BY OSCAR HOBSON 
The functions and interests of'lahbur and capital, though common 

in one sphere, are different in others. .Profits are, remuneration tor 
risk, and though so many people contrive to forget it, the world, as 
Lord Brand reminded us last week, is a very risky place. The  risk 
of loss in business is not one which workew'wish or can afford to 
'take., 

That is why profit sharing schemes have in the past,. despite every 
encouragement, had so limited a measure of success. I n  a few 
industries where exceptional consistency of demand has applied 
(gas is one of them, but alas, will shortly cease to be a field for profit 
sharing), profit 'sharing schemes have succeeded and persisted. In  
other industries they have flourished for B time and then, when 
trade depression has come along, wilted. They have never made an 
important contribution to workers' total earnings. 

Just before the war less than 2 per cent. 01 all workers were covered 
by co-partnership'and profit sharing schema'and the profits accruing 
to workers averaged' only just over 5 per cent. of the yearly wage. 
T o  cite these facts is not in the least to decry such schemes. Never- 
theless, the facts do strongly suggest that their usefulness is limited in , 

scope. . Of, far greater aggregate importance are ' i n c e n t i ~  bonus 
schemes of one kind or another which relate reward to outputbut not 
to profits.-NEws CHRONICLE, April 27,. 1948. 

- 
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British bolonial Trade 
By F. V. MEYER 

FA BRITISH COLONIES I N  WORLD TRADE; 
.a  . LFl’ us, summarize the effects of have the same effetts as the short- 

lmperlal and foreign trade policy lived palm oil duties, i.e., to be very 
on Bri& colonial trade. beneficent to the competitors of the 

We have seen that by 1938 all the discriminating country. 
Colonies where no international The  Colonies received prefer- 
treaties stood in the way had intro- ential treatment for some of their 
duced preferential import duties principal exports in the United 
and textile import quotas. There Kingdom, the Dominions, and 

. is no doubt that the disciimination India. The  preferences offered by 
in faifour of the Empire effectively Australia, New Zealand, the Union 
diverted the colonial demand for of South Africa, Eire, Newfound- 
many articles into imperial channels land, India, and Southern Rhode- 
of trade. Foreign countries made sia were on balance 9 no great 
substantial losses-the United importance. Of the Canadian 
States and the principal continental preferences the most important one 
trading Powers probably lost about was the discriminating preference 
one-half of their trade. with the in favour of \Vest Indian cocoa, 

. discriminating Colonies. The  Ern- which excluded West African sup- 
pire gained substantially. In  each .plies ; hut it was of limited value 
case the 1:’mpire’s percentage share only, since Canada took only 
of the import trade rose after the part o f  the crop. The  Canadian 
introduction of imperial preference. sugar preference would have been 
In  each geographical region the of importance, had there been no 

’ Colony that gave the highest preference in the United Kingdom. 
preference took relatively most T h e  Dominion also gave, some, 
from thc Empire. The  preferences preferences on some of the second- 
did not, however, lead to an expan- ary crops of the West. Indies. The  
sion of the Empire trade in absoline United Kingdom preferences were 
terms, which was kcptdown by the the most important, much more 
trade depression of the nineteen- important than all the preferences 
thirties. offered by the Dominions and India 

Attempts to divert colonial sup- taken together. But since a prefer- 
plies to the Empire were made in ence is of value only if preferred 
respect of tin ore and palm oils by production falls short of prefer- 
means of discriminatory export ential consumption, not all the 

, duties. The  i!uty on .tin ore was Colonies benefited. I t  so happened 
successful because the Empire.con- that of the commodities on which, 
trolled a large part 6f the available the United Kingdom gave a prefer- 
supply and no proper substitute was ence, preferred production fell short 
forthcoming. But it is doubtful of United Kingdom consumption 
whether there are many other cases in respect of sugar, molasses, 
in which discriminatory export bananas, pine-applies, citrus fruit, 
duties would not in the long run wines, and tobacco, and the Col- 
*Ox/ord Uniunn’ty Press.’ 1948, 181- 
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onies which produced these com- , modities were the chief benefic- 
ciaries of the preferential system., 
These Colonies were the West 
Indies, Cyprus, Nyasaland, Nor- 
thern Rhodesia, Mauritius, Fiji, 
and Malaya. Ip  the case of Nor- 
thern Rhodesia and Malaya, the 
commodities concerned (tobacco 
and pine-apples respectively) were 
not their most important exports, 
and on balance the cost of the pref- 

' ences which Northern Rhodesia 
and Malaya gave to. the Empire 
exceeded the gain from the prefer- 
ences they received. With the ex- 
ception of the .open-door Colonies, 
which could not contribute any- 
thing, the same applies to all the 
other Colonies, so that the West 
Indies, Cyprus, Nyasaland, Mauri- 
tius, and Fiji were the only Colonies 
which gained from the preferential 
system. It would be in the interest 
of these Colonies if imperial pref- ' erence were continued, unlegs alter- 
native methods could be found to 
improve their position in world 
trade. But it would not appear 
unreasonablc if the other Colonies 
requested to be allowed to contract 

In  the principal foreign countries 
the West Indies received worse 
treatment than any other colonial 
group. Their principal export, 
sugar, was excluded from practi- 
cally all the '  important foreign 
markets. Moreover, sugar produc- 
tion in most important countries 
was highly subsidized, and each 
increase in the supply of subsidized 
sugar tended to depress the world 
price. I n  respect of all their other 
products the British West Indies 
probably received ~ o r s e  treatment 
in France than in any other im- 
portant country, since British West 
Indian exports are highly com- 
petitive with French West Indian 

out. 
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exports. Even more important was 
the rhspictive American tariff which 
hurt the West Indies more than 
any other British colonial group, 
since West Indian production is 
more competitive with pFoduction 
within the United States tariff area 
thin is the case with .African, 
Mediterranean, or Far Eastern 
production. In view of the great 
consuming capacity of the United 
States and her geographical proxi- 
imity to the West Indies, more 
favourable treatment in the United 
States market seems even more 
important to the West Indies than 
any concessions that might be 
obtained in other foreign countries. 
Under the American legislation in 
force at the time of writing (1946) 
there is little hope for any far- 
reaching concessions. Without any 
far-reaching concessions to the 
British West Indies on the part 'of 
the Americans, the disappearance of 
imperial preference would seem to 
be contrary to the interests of the 
West Indies. " 

The statement that the West 
Indies received worse treatment in 
the principal foreign markets than 
the other colonial groups is. no 
cootradiction of the fact that it was 
British West Africa that suffered 
most from the new initiatives taken 
in the interwar period in France, 
Germany, and the Netherlands. 
France and the Netherlands di- 
verted some of their demands for 
vegetable oils from British West 
Africa to their own Colonies ; while 
Germany's quest for substitutes for 
tropical vegetable oils probably led 

'to lower purchases from British 
West Africa than would otherwise 
have been the case, but% did not 
lead to  a decline in  the actual 
quantities bought. 

Going farther East on the map, 
the foreign tariffs, quotas, and 
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the tendency towards bilateralism 
is to continue, then it will be vital 
to the Straits Settlements to come 
to an arrangement with the N.E.I. 
to prevent further diversions of the 
N.E.I. trade. But in 1938 the 
extra-regional trade of the Straits 
Settlements was still more im- 
portant than the trade with the 
South-eastern Frinee. 

other trade controls were less 
burdensome. The  main reason for 
this was that none of the principal 
foreign countries could, or would, 
do without the increasing supplies 
of minerals forthcoming in the 
eastern Mediterranean and in.East 
Africa, nor without the Far Eastern 
rubber and tin. The  principal 
losses in the East were made by 
Malaya, mainly on account of the Assuming that -there are no 
increase in direct shipments be- overriding political considerations 
tweeri the N.E.I. and the Nether- that, prevent the adoption of the 
lands,. while smaller losses were ideal trade policy from the British 
made on account of Germany’s colonial point ot view, the follow- 
restrictions of the imports of some ing seems to be this ideal policy : 

.tropical foodstuffs. (1) The  continuation of imperial 
Regionalism as an alternative ,preference in the trade relations 

to free trade or economic imperial- between the United Kingdom on 
ism is an alternative that should be the one hand, and on the other hand 
borne in mind. But, in 1938 at any the West Indies, Cyprus, Nyasa- 
rate, a regional trade policy in the land, Mauritius, and Fiji in respect 
Caribbean or in the Far East of commodities in whose case 
would have been premature. The  preferred production falls short of 

’ gains to be expected from economic preferential consumption. 
regionalism in the Caribbean are (2) The  abandonment of im- 
less than the sacrifice involved in perial preference in respect of the 
the abandonment of imperial pref- trade of all the other Colonies. 
erence which it would entail. A (3) I t  should become an axiom 
Caribbean tariff federation, on the of preferential tariff policy, whether 
other hand, would be in a stronger British or foreign, that preferences 
bargaining position than the various are legitimate only if preferred 
Caribbean countries were in 1938. production of any commodity thus 
But a strong bargaining position is favoured falls short of preferential 
valuable only if there is somebody consumption. 
to bargain with ; this ‘somebody’ (4) If the United States is pre- 
must be the United States. If the pared to bargain, then free trade or 
United States is prepared to bar- regionalism might replace economic 
gain, then such a customs union imperialism in the trade of the 
will be valuable. The  initiative lies West Indies. 
with IVashington. ( 5 )  The  return to complete free 

The  Straits Settlements de- trade in the entrepBt ports seems 
pended for their prosperity on free Vital, unless special arrangements 
trade. But the core of their’ en- with neighbouring countries could 
trepBt trade was in the trade with lead to even greater advantages. 
the South-eastern Fringe, especially This applies especially to the 
.with the N.E.I. and Thailand. If Straits Settlements. 
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1808 - 1948 
The times are changed and 66 

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” 
f i r s t  embarked upon service to the public. 
For a considerable period that service, largely confined 
as it was to the United Kingdom, remained limited in 
scope but, wi th the passage of time, the Company 
began -somewhat tentatively, perhaps - to operate 
overseas. 
Today, the s‘Atlas” service, vastly extended, covers 
the greater part of the civilised world and, fortified 
by our knowledge of the past and st i l l  believing in the 
future, we shall continue that service as the years 
travel upon their course. 
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Britain in Wonderland 
By R. W: G. MACKAY, M.P. 

Digest review of an important book* by the leader of the 
Labour M.P.’s who took part in the Congress of Europe 

WHFI‘HER or not one agrees 
with Mr. R. W. G. Mackay’s 

Britain in Wonderland, it cannot be 
denied that he bases his thesis on 
facts and figures and sets out his 
argument in a clear and logical 
series of propositions. These 
propositions are of a political and 
economic character, because the 
two cannot be separated. There is 
not a political solution and a 
separate economic solution ; they 
are only two aspects ot the one 
problem. H e  submits the tollowing 
proposition : 

(1) The  development of democ- 
racy will come, not by supporting 
the principle of national sover- 
eignty, but by moditying it on the 
basis of a Federal system, merging 
the separate states ot Western 
Europe into a’ United States of 
Western Europe comparable in 
size and population to the United 
States of America and the Soviet 
Union. 

(2) The  economic problems 
which face Great Britain and other 
Western European countries is the 
extension of their market or trading 
area. The  effective area of trade 
must be large enough and self- 
sufficient enough for mass produc- 
tion to be successful. 

(3) Up to 1939 the world never 
fully recovered from the slump of 
1929-31. “The cause of that 
slump, i.e., shortage of purchasing 
power, is still apparent in 1947. 
The  shortage is aggravated by the 
economic consequences of the war 

. 

*Victor Golloncz., Ltd., 416 

and the increased productivity in 
North America. Unless this short- 
age is ended, we are in for a worse 
slump in 1948-50. The United 
States dominates the world in all 
fields of investment, production 
and trade ; her position in the 
twentieth century is different from 
Britain’s position in the nine- 
teenth. She cannot play the role in 
this century that Britain played in 
the last, as the economic problems 
ot this century are different from 
those of the nineteenth century ; 
.and the United States will not 
supply the necessary purchasing 
power either at home or abroad tor 

’ the consumption of her enormously 
increased production. For, partly 
as a cause and partly as an effect of 
these developments, the nature of 
world trade has changed. Britain 
can no longer expect to retain the 
place she had as an exporter of 
manufactures. Even without a 
world slump, she will not be able to 
‘realise the Government’s target for 
exports or maintain it tor any 
period of years ; and with a world 
slump imminent the application of 
a policy based on such a target 
means an economic crisis in this 
country worse than we have known 
before”. 

(4) I t  is premature to talk of one 
world to-day. “Nationalism makes 
nonsense of the idea of one world. 
So does the breakdown of the 
nineteenth-century economic sys- 
tem make nonsense of the concep- 
tions which are embodied in Bret- 
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centre, whose economy was geared 
on the basis of exchanging manu- 
tactured goods, which she made, 
for the cheap food which she and 
the other Western European coun- 
tries were able to obtain from 
their colonial territories overseas. 

“When in 1840 Britain estah- 
lished the gold standard, she, in 
effect, established a common cur- 

I rency for the world ; London 
became the trading centre for the : I  

! i t /  world. With the repeal ot the 

I, 

, i  
, I  
I :  
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Corn Laws in 1842, Britain laid 
down free trade as the basis of her 
international economic policy. This, 
coupled with the gold standard, and 
the tree movement of population, 
provided the structure within which 
the economic development of the 
century in all parts of the world 
took place. World multilateral 
trade as it was in the nineteenth 
century could function, as it can 
only function ever if certain simple 
rules are, observed ; for goods can 
be exchanged only in one of three 
ways, or by a combination of all 
three-namely, for other goods, for 
gold, or for loans. Britain was the 
greatest exporter of manufactured 
goods. She was also a buyer of 
gold ; finally she, was the biggest 
lender ot capital in the world. 
There was no balance of payments 
problem in the nineteenth century. 
The  phrase was not even known or 
used then, because Britain was the 
world’s banker and put money into 
circulation fast enough to provide 
purchasing power for all the coun- 
tries in need of it.” 

Two of the main features of the 
twentieth century are the predom- 
inant position that the United 
States plays in world economy and 
the impact of Soviet Russia. “The 
United States and Soviet Russia do 
not need to extend their frontiers. 
They are able to exercise power 
within the borders of their own 
territories. They have sufficient 
economic resources and population 
to be able to live almost in a state of 
self-sufficiency, and to an extent 
greater than any other state the 
world has known. The  contraction 
of the world has meant the elimina- 
tion of the great powers of Western 
Europe and the development by 
enlargement of the United States 
and of Soviet Russia. The  impor- 

(continued on page 30) 
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From Memoranda submitted by BRITISH ECONOMIC SUB-COMMITTEE 

to CONGRESS OF EUROPE, May, 1948 

FAIL.URE to co-ordinate policy other, will be made an impossible 
designed to give conditions of one. Hence the great need for the 

reasonably full employment would adoption in budget and credit 
ultimately wreck the exchange sta- policies of common principles and " I  

Problems of 
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Non-productive workers-Britoin 
cewis-Ord a r b e s  that the ch id  obstacle to increased production in 

Britain is the growing tendency to ove.rstaffing in Government and 
management. Production could rise 20 per cent., but only if non- 
productive jobs were cut to 5 per cent. below the 1938 level. In- 
creased mechanisation cannot offset the loss of workers through the 
drift into offices.-BRITISH MANAGEMENT REVIEW, Vol. VII, No. 1 .  

Prosperity in the US. will be to a marked extent contingent upon 
finding jobs for those who are shaken out by the shifts and changes 
in employment. The  “service industries”, old and new, govern- 
mental and private, should provide these jobs. The  most prosperous 
nations have developed these services the most elaborately ; of this 
the US. is a prime eXample.-HARPER’S MAGAZINE, April, 1948. 

Latin America is approximately 
150 Millions. Since its annual growth rate is double the world 

. growth rate, the time is close at hand when Latin America will have a 
larger population than its Northern neighbour continent.”-AMERI- 
CAN AFFAIRS, April, 1948. 

. 

Non-productive workers-U.S.A. 

Growth of Lotin. Americo 
“The present population of 

Jute Dollars in Danger 
The Jute industry, now divided between India and Pakistan, 

should wake up to its dangerous position, which temporary world 
shortage has obscured. In  the U.S.A. which takes 20 per cent. of 
the world supply, pressuregroups urge the substitution of cotton. 
Mishandling of jute export controls, uncertain delivery and rising 
costs have led to competition from paper and from other fibres.- 
EASTERN ECONOMIST, April 2, 1948. 

World Economic Situation 
The world today is producing less than it did ten years ago, while 

its population has grown by 200 Million. U.N. economists, con- 
cerned by this, recommend a 3-point programme : Production must 
be concentrated on the key goods and services such as food, fuel, 
steel and transport ; Inflation must be combated by emcrgency 
measures ; Co-ordinated national and international action must 
give priority to production of food and fue~.-“SALIENT FEATURES OF 
THE. WORLD ECONOMIC SITUATION 1945-8”, rmiewed in THINKING 
AHFAD, April 1948. 

Capitol Folly 
Vast capital outlay on increased steel production and mechanisation 

of agriculture and mining is aggravating all our present problems, 
increasing shortages and inflationary pressure and diverting resources 
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one of the spheres. in which a inescapable. But freedom of 
United Europe by careful planning capital movements on a large scale’ 
of the right kind can avoid the within the area carries with it the 
mistakes of the past and lay the danger of currency instability even 
foundations of healthy industry, with the safeguards provided by the 
which is, of course, essential not Bretton \Voods Agreement, and, 
only to the expansion of trade, but if the scale is to be large enough to 
to the stability of internal finances meet the requirements of a re- 
and of external exchanaes. vitalised Western Europe. co-ordi- 

Unless capital can h o v e  freely 
between the different countries of 
the proposed Union, schemes for 
the development of industry in the 
most suitable places will be frus- 
trated. Savings in any one of these 
countries should be made available 
for investment in any other. If this 
is coupled with freedom of move- 
ment of labour we can rid ourselves 
of the spectacle of each country 
within the Union struggling to 
maintain small uneconomic indus- 
tries in order to prevent depression 
and unemployment, and by so doing 
creating the very conditions, with 
high costs of production, which 
make that depression ultimately 

nation on a permanent b&s between 
all the participating countries is 
essential in the fields of full 
employment policy, and of large 
scale capital projects. A common 
policy will also be required with 
regard to the movement of capital 
between participating countries and 
non-participating countries. The  
ideal to be aimed at is such a 
harmony of internal financial policy 
and such a freedom of current and 
capital movements that exchange 
rates, while being free to move, do 
not do so because the exchange 
equalisation funds are sufficient to 
cope with all unevenness of de- 
mands as it arises. 

Britain in Wonderland-(conrinucd from poge 28) 
tant lesson for the West to learn is internal factor is the inefficiency of 
that the basis of the new world British industry, due principally to 
order, both political and economic, a failure to recognise the importance 
lies in the regional areas. If this is of mass production and standard- 
true, then this fact itself reduces isation, as practised in America. He 
.the power, the position, and the is highly critical of the Govern- 
.strength and the importance of ment’s response to the crisis. “In 
each of the European states, so long effect, the Government’s response 
.as they remain separate, sovereign to the crisis is to cut imports, in- 
.and independent.” crease exports, reduce and control 

Rlr. Mackay takes the view that capital expenditure, stimulate agri- 
neither the British Government nor cultural production and take steps 
the British public have as yet by budgetary control to prevent 

.realised fully the changed position internal inflation. These are only 
of Great Br:tain in a changing short-term remedies, and it is 
world. Among the main internal doubtful whether they will succeed. 
:factors are the decline in British If they did they would he inade- 
exports and the consequent change quate, as they provide no long-term 
in our balance of payments and remedies and fundamental action.” 
“‘terms of trade”. The  main -G.B. 
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from the expoit trade. Such planning is’producing chaos now and 
may well produce glut later. It should be postponed while Britain’s 
balance of trade is restored.-Roy HARROD in “SOUNDINGS”, April, 
1948. 

British Eficiency 
“The inefficiencv of Great Britain’s industrial machine is relative. 

not actual. If you compare it with the American machine ita in- 
feriority seems almost hopeless ; the British themselves are in 
despair over it. But if you compare it with anything else, you see at 
once that it is the second mostpowerful and efficient in the world”.- 
AMERICAN AFFAIRS, April 1948, commmfinx on “TECHNOLOGICAL 
STAGNATION IN GREAT BRITAIN” by PROF. GEORGE TERBORGH. I 

Enterprise 
“The men who discovered America were not seeking to lay the 

foundation of the World’s Greatest Industrial Commonwealth, but 
merely looking for spices. The men who opened up Canada were 
not earnest business men or statesmen: they were Gentlemen 
Adventurers.” 

Incentive 
“Amid riches, we bewail what we lack”.-RoYAL BANK OF CANADA 

CIRCULAR, April, 1948. 

Production 
‘ I  ‘More and better goods at less and less cost for more and more 

people’. This pertinent slogan should be adopted as a code for 
production by all countries.”-U.S. CHAMBER OF COMMERCE, A i d  
23. 1948. 
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FIRST CHOICE 

for the 
Investor 

I 

INVESTING in National Savings adds brightness to your 
future and strengthens the Nation’s resources. And now the 
transaction is made more simple by a new service offered by your 
Bank. Whether you want to make a block purchase of National 
Savings Certificates, or whether you wish to invest a regular 
monthly sum for as long as you like, you have only to sign a 
Banker’s Order form.’ The Bank will do the rest-without 
tiouble to you, and without charge. In ten years’ time each ,( 

10s. Certificate will be worth 13s.-an increase equivalent to a I 
taxable yield of L4.16.8%. To the surtax payer the Savings I 

Certificate is even more profitable. You can now hold 1,000 units 
of the new issue, in addition to permitted existing holdings of 
Certificates of earlier issues. So call onyour Bank Manager to-day. 

SAVE - The Bank W a y  


