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Taxation and Incentives 
By S. P. CHAMBERS, C . B ,  C I E  

U n d e r  Pay-as-you-earn a high 
iatc of incomc fax reduces the 

willingness of the average wage- 
earner to do extra work for extra 
pay. I t  is not the average raie of 
tax on thc \vliole incbnie which 
matters so much as the marginal 
rate-the rate of tax payable on 
overtime pay, or, as in the case:of 
piece-work, on the pay for the 
extra output‘ for the extra effort. 
Pay at “time and a half“ for 
overtime becomes less than plain 
time-rate net whcn orcrtime is 
taxed at ;is. 6d. in the L. Men 
know this and say it. Two 
hours’ extra work at 3s. an hour 
will yield gross earnings of 6s., 
which, less tax at 7s. 6d., becomes 
only 3s. 9d., of which a half or more 
will go in indirect taxation if spent 
on something liable to Purchase 
Tax at a high rate, or on a packet of 
cigarettes or very small round of 
drinks. 

I t  is the steady sapping of the 
rital urge to work and to work 
hard which is the real tragedy of 
the high rates of taxation at the 
present time. High taxation ac- 
companying a high level of social 
security leaves the reward of virtue 
terribly small. The  subsidisation 
of the elementary needs of life 
works in the same direction. As 
the cost of social security and of 
subsidies comes out of taxation, 
every time the tax burden is in- 
creased for these purposes there is 
added a‘ double disincentive to 
work. 

Whether or not a reduction in 
the waae-earner’s income tax can 

thi: tax requires re-examination 
from the angle of its effect upon the 
willingness to work. Under PAYE 
the tax deduicd in any wcek is 
calculated on thc earnings of that 
week, and therefore extra earnings 
attract extra tax at oncc. The  
wage-earner knows that his extra 
earnings are subjected to tax deduc- 
tion at his highest rate. The  
PAYE principle bas come to stay 
because the advantages outweigh 
its discouraging effect. But is it 
possible to have the best of both 
worlds, the advantages of FAYE 
without this discouragement to 
work ? I th ink  it is. Proposals 
have heen made from t ipe  to time 
for the amalgamation of the income 
tax allowances for dependants and 
children with the allowances pay- 
able under social security.’ I t  is on 
these lines that the worst features 
of PAYE from the incentive angle 
can be removed. 

The  elimination of the allowances 
from the income tax would make it 
possible to introduce a system of 
tax deduction at a fixed rate from 
all salaries and wages. As the 
average rate would be equal to the 
marginal rate, the fixed rate neces- 
sary to yield the same revenue 
would be very much lower than the 
present standard rate of tax. The  
Inland Revenue handles nearly 14 
million cases of persons liable to 
income tax and another 5 million 
who, when given their personal 
allowances, are found to be not 
liable to tax or entitled to repay- 
ment. Of this total of 19 millions 
less than 2 t  millions have incomes 

be given, the method of collecting exceeding 2500 a year. Under a 
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raise no difficulties compaiable . 
wi!h those of the present system. 
It migiir be objected that this 
system would press more heavily 
upon people in low income groups 
who are at present excmpt from 
tax and who would have tax at the 
k e d  rate deducted from their 
whole pay, but it would be possible 
to increase the allowances for the 
lowest income groups and the 
classes most deserving of relief. 
Rl6re could be done, for example, 
for the war widow who is struggling 
to-bring up a young family. T h e  
fixed deduction of tax might impose 
a heavier net burden upon the 
youth or young woman without any 
dependants or family responsibili- 
ties, but these are backs with a 
relatively light burden. 

There are, of course, many 
details to he filled in in such a 
scheme, and the figures of L500 
and 3s. are little more than illus- 
trative, but the case for a radical 
streamlining of the whole system 
of collecting tax from wage and 
salary earners on these lines to  get 
rid of the high marginal rates of 
la.., and to qut out some of the 
present mass of detailed work, 
deserves serious consideration. Not 
only would employers be relieved 
of much of their present taxation 
work, but overworked Inland Rev- 
enue staffs would get ,m ch needed 

\Vhen we turn to the second 
class of taxpayer affected by high - 
taxes, the business man, we are 
again faced with evidence of, a' 
long term and of an indirect 
character. T o  build up a great 
business from small beginnings, to 
risk everything in an enterprise in 
which you had faith, to struggle 
against bitter competition and ad- 
versity, were virtues upon which 
Britain's industrial might was 

. 

relief. Y 

a t  a fixed rate from all wages and 
salaries above as well as below, 
E500 and the employer would make 
a return only of those with incomes 
above LSOO. Incomes above E500 
would be dealt with by the normal I \ ,  

security allowances would be ex- 
panded to cover the present tax 
allowances, and all duplication 
would be eliminated. The  yhole ii, 
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industry. and . i t  is'not quite so 
passive as many people assume. In 
the present difficulties we want 
the inv.estor to save all he can and 
to spend as little as' possible on 
personal consumption. IVhat are 
his inducements to save? The  
inrestor's.standard of living to-day 
is necessarily much lower than it 
was before the war, and he is 
expected to lower it still further in 
order to save for a net interest 
which is hardly a quarter of what 
it was before the war, and is worth 
in purchasing p o a w  hardly a 
tenth. 

For all classes of taxpayer, 
therefore, the present burden of 
taxation acts as a real disincentive 
against doing what should be done 
in the national interest-work, 
launch out on new enterprises, 
save.' We have considered the 
reform of PAYE with the object of 
removing its worst influence on 
the will to work, but over and above 
this a radical change is required in 
the whole attitude towards the 
subject of State finance. 

First and foremost comes the 
old principle that taxation should 
be as low as is consistent with good 
government. Nothing should be 
paid for by the State out of taxes 
that can reasonably be paid 
direct by the individual. Every 
time the State takes taxes from the 
individual in his capacify a an 
income earner and pays it back to 
him in cash or kind in his capacity 
as a consumer or beneficiary, under 
a state scheme, it reduces both the 
incentive to work and the apparent 
need to work. , '  

Only if there is a substantial 
reduction in expenditure can any 
relief from taxation become possi- 
ble.-Condensed/rorn LLOYDS BANK 
REVIEW, April 1948. 

. 

3 9 7  

founded in the eighteenth and 
nineteenth centuries. To-day those Ilf . 
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virtues are recognised in- other 
countries, .but in Britain they are 
sadly at a discount. The  dice are 
heavily loaded against the man 
who is enterprising. If he fails he 
is finished. ,If he succeeds he will 
bear a heavier tax than the.man 
who gave up the struggle and 
buried his talents or invested them 
in gilt-edged securities. 

Many of our largest and finest 
industrial enterprises, particularly 
those in the Midlands, the North . and Scotland, were built up from 
small .beginnings as family busi- 
nesses. To-day, with Profits tax, 
Income tax, Surtax and Death 
Duties, it is mathematically impos- 
sible in this way to build up a 
large business in a reasonable 
lifetime. However enterprising a 
man'may be, taxation has made it 
impossible for. him to build up a 
business as his grandfather did in 
Britain in the nineteenth century, 
or his contemporaries can still do 
in America in the twentieth. 

Of all the taxes on enterprise, 
the Profits tax is, from the incentive 
angle, easily the worst, and should 
be repealed altogether. We need 
a bonus for enterprise, not yet 
another handicap. If there is any 
principle in taxation at all it is 
that income from enterprise should 
be taxed at a lower rate than income 
from passive ownership. But to- 
day the Profits tax' reverses the 
rule and imposes .the greater bur- 
den on enterprise. Perhaps, fsom 
the point of view of long-term 
economic health, the greatest curse 
of this country may yet prove to be 
!he efficiency of its remorseless 
rax mackine. 

Then there is the effect of taxa- 
tion on the much maligned in- 
wstor. - H e  has a part to play in 



Sterling War ’ Debts , 

Thefol lowing importont  po ints ,  made  in  a n  official report 
by a CI.S:A. select commi t t ee ,  have received very little 

publ ic i ty  in  Britain 

1.-The freedom-loving peoples of the world owe a gfeat debt 
to the British people-for their cotrage and sacrifices during the 
war when thcy faced the Nazis alone. 

2.-But even apart from the world’s moral obligation to the 
British people, economic expediency requires a rapid recovery of the 
United Kingdom. 

3.-Easing of the financial problems of the United Kingdom 
would also make possible a revival of world-wide multilateral com- 
merce ‘by hastening the free convertibility of the pound sterling. 
. +.-For well over a century and until the recent yar, the pound 

sterling was the monetary unit for carrying on a substantial part of 
the world’s, multilateral commerce. 

5.-This activity has languished since the war ‘because of the 
incon\,ertibility of the pound sterling, and attempts to revive it by 
use of the dollar, however flattering, have been unsuccessful. 

6.-The dollar can probably never take the place of th’e pound 
sterling in world trade because the United States may never he an 
importer to the same relative extent, and on as world-wide a basis, 
as the United Kingdom. 

7.--The revival of the pound sterling in world commerce depends 
in large part upon restoration of the free convertibility of that cur- 
rency. 

&--The “frozen sterling balances” hang like a millstone round 
the neck of the British economy. 

9.-A cdnference of the non-European. nations, such as India, 
Egypt and the Argentine, which hold frozen sterling balances, and 
of the other 15 nations of Western Europe, might work out a plan 
whereby parts of the sterling balances were cancelled outright, and 
other parts assumed by the nations whom Britain helped to liberate 
from the German yoke. 

10.-The International Bank for Reconstruction and Develop- 
ment, the International Monetary Fund and men the United States 
might assist in calling, such a conference, and might partimpate in a 
solution of the sterling assets problem, perhaps by proding sthe means 
far converting snme of the sterling balances into dollars as an induce- 
ment to Britain’s creditors to make substantial reductions. 

1 I.-A successful conference would hasten the free convertit)ility 
of sterling, and thereby assist in a revival of multilateral trade not 
only in Europe, but,throughout the norld.-sUMMARY BY J. L. 
GIBSON, OF SECTION OF PRELIMINARY REPORT FOURTEEN, OF U.SA.  
HOUSE SELECT COMMITIEE ON FOREIGN AID, February 13, 1948: 



National Savings and the 
Budget" 

~ 

> .  
By'F. W. PAISH 

THE central Government's clearly inadequate. How large an 
Budget is not merely the allowance would have been neces- 

means by which the Treasury sary in 1946 to provide Tor depre- 
obtains sufficient income to meet ciation and maintenance on the 
its expenditure during the coming basis of post-war replacement prices 
year, it is a major regulator of the is difficult to estimate ; but as the 
country's economic life. The  allowance made in 1938 was E450 
Govern'ment now compulsorily.col- Mn., it  is difficult to believe that 
lects, and spends or redistributes, the allowance required in 1946 
something over a third of the can have been less than twice that 
national income. As the total of figure. If this is so, the true deduc- 
net natioqal savings is, only a small tion that we should have to make 
perLentage of the national income, from the gross capital creation to 
the Government is able, by budget- .obtain net capital creation in 1946 
ing for a surplus or a deficit, to would be, not E600 Mn., but 
cause very large variations in the E900 Mn., leaving true net capital 
proportion of the national income creation at only about E450 Mn. 
whicl: is sayed. This was only slightly larger than 

The  .nation's net savings during the amount of E380 Mn., which 
the past two years have been we borrowFd abroad during that 
extraordinarily low, and their small- year, so that the net addition to our 
ness  has been very largely due to wealth at home was largely offset 
the effects of Government finance. by the increase in 'our debts 
For 1946 the gross internal capital abroad. In  other words, the great 
creation of the country is officially bulk of our net capital creation 
estimated in the Economic Survey was financed out of foreign borrow- 
for 1948 at E1,350 Mn. T o  obtain ing. 
the' figure for net capital creation, 1; 1947 our savings, though 

must deduct from the gross larger, were still very small. It is 
figure enough to cover the Of t w e  that our gross capital creation 
maintaining intact the physical increased sharply, and including 
capital which we Possessed at the allowances for increases in stocks, 
beginning of the year. The  official is estimated in the ~~~~~~i~ 
estimate Of the . for Survey for. 1948 at E1,900 Mn. 
depreciation and maintenance in I fwe  allow ~ 9 0 0  M,,, for &erecia- 
1946 is E600 Mn. But this estimate tion and maintenan& at replace- 
is made on the basis of maintaining ment this leaves us with a 
intact the original value of net creation of ~ 1 , 0 0 0  Mn. 
the things wearing,out. If we are But against this' increase in our 
t o  maintain Our Physical wealth at home, we have to set net 
intact this allowance is nowadays foreign borrowing of no less than 

2 1  
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*Although this srtielewas written before the 
Budget, if. arwmcnt .I811 m n d a .  E675 Mn., so that our net naiional 
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savings for the year were probably 
no more than L325 Ah., or about 
31 per cent. of the national income, 
as compared with 5 4  per cent. in 
1938. 

Our national capital was depleted 
during the war to the extent of 
nearly LS,OOO Mn. at post-war 
prices, or something like one-fifth 
of the post-war value of i t s  pre-war 
total. At our 1947 rate of saqing, 
it would take a quarter of a century 
to make good this loss. In view of 
these figure<, it is difficult to resist 
the conclusion that our difficulties 
in recent years have heen due less 
to our attempts to create too much 
capital than to our inability to save 
enough to pay for it out of our own 

. resources. To some extent this 
’ has been due to the general effects 

of the war itself. High and pro- 
gressive direct taxation has brought 
much greater equality in post-tax 
incomes, and this hac in itself 
probably reduced the propensity 
to save. Again, many people are in 
urgent need of replenished supplies 
of durable consumption goods, and 
these may take priority over other 
nays of using such personal savings 
as are made. But over and above 
these general causes there is a 
special and perhaps even more 
important one.. Partly as a result of 
its methods of accounting, the 
Government, largely unwittingly, 
has spent, or distributed for spend- 
ing; on current consumption a 
great part of such savings as the 
public has managed to make. 

The  basic reason for this large- 
scale and prolonged consumption 
of capital by the Government is 
that only those taxes and other 
receipts which have been paid out 
of income can be spent as income 
without dis-saving. If taxes piid 
out of capital are spent as income, 
the process ,must a.ther lead to inpa- 
4 0 5  
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tion or inooluc capital, consumptio?:. 
If we apply the criterion that taxes 
paid out of capital i re  not availablc 
for current expenditure if capital 
Consumption is to be avoided, a 
very large part of the Government’s 
receipts must he regarded as in- 
eligible for expenditwe as income. 
In  the first place, we must exclude 
altogether those items of revenue 
which represent merely the can- 
cellation of old Govemnmcnt debt. 
Such operations add nothing to 
current spending power. Under 
this head we must excludeall hut a 
small part of the items called in the 
Exchequer Return “Miscellaneous 
Receipts” and “Surplus Receipts . 
from Trading”. Some L250 Mn. 
to A300 Mn. must be deducted 
from the Treasury’s nominal in- 
come for 1947-8 under these heads . 
alone. 

Kext .we must deduct almost the 
wholc of the receipe under the 
heading of “Sales of Surplus War 
Stores:’.’ Thc  great hulk of these 
are capital goods, and are bought 
by business firms, who pay for 
them out of capital. Deductions 
under this head for 1947-8 should 
probably he well over AI50 Mn. 
Then we come to-Death Duties. 
l t  seems probable that on the whole 
people nowadays make little at- 
tempt to increase their savings in .  
order to provide for the duty 
which will be paid on their estates 
after their death-in fact, on large 
estates the duty is so heavy that it 
would be impossible to do so. 
Death duties are therefore a kind of 
continu_ous capital levy, the pro- 
ceeds of which cannot be spent as 
income without consuming savings. 
Some part of the.receipts from 
Stamp Duties comes under the 
same heading, for when the buyer 
of security or property pays a duty 
of.2 per cent, on the purchase price, 

, 



&'ATIONAL SAVINGS AND THE BUDGET 7 

he regards the payment as part of added to reserves on account of 
the cost of investment and makes profits for the current year are less 
it out of capital. . Deductions for than the amounts withdrawn to 
1947-8 under these two heads are meet tax payments on aceount of 
together probably well over El50 previous years. While for the 
Mn. . individual .firm this is an entirely 

Now we come to some rather correct proceeding, from the point 
less obvious deductions. , The of view of the national savings the 
inadequacy of income tax deprecia- - amount of tax which is equal to thc 
tion allowances deducted from '. net fall in tax reserves is paid out 
profits leaves apparent nct profits of capital. This can easily be seen 
much larger than they would be if if we assume that the tax reserves 
businesses were allowed to deduct have been invested in Tax Reserve 
the amounts necessary for keeping Certificates. In  t.his case, the 
their physical capital intact. The  money was lent to the Governnient 
Economic Survey for 1948 estimates whcn it was firs! placed to reserve. 
this under-depreciation of capital In  so far as the tax is now paid by 
at L250 Mn. in 1947. Thus, qtnning down tax reserves, all that 
business firms must, for income, the Government receives is part of 
tax purposes, S ~ G W  their profits its own debt back. The  Economic 
before tax as SGnlC E250 Mn. Survey for 1948 puts taxes thus 
greater than thcy really are, and paid out of tax reserves in 1947 
must pay at least undistributed at no less than E240 hln. For the 
pofits tax and income tax on this fiscal year 1947-8 the figure was 
artificial excess. Taxes thus paid probably only slightly lower, per- 
out of capital must nom be of the, haps E225 Mn. 

1:STrMATB OP T R I W M Y  RPCBlPTS ,.*ID "UT OF CAPITAL 1Y47--19+8 c Million 
>liacellsncoua I1eccipm m d  Surplux Receipts from Tra'dina . . . . . .  250 
SSlCS of Surplus \V.r store . . . . . . . . . . . . . . .  I S @  
Death Uutiu and Stamp,lhfies . . . . . . . . . . . . . . . .  150 
Profits Taxes end Income Taxes : 

on under-De reciation of Asem . . . . . . . . . . . .  125 
paid mi of& ueserven . . . . . . . . . . . . . . .  22: 

. 
- 

TOTAL YO@ ' 

order of E125 Mn. a year. Further, This total (E900 A h . )  is a, mini- 
if firms follow income t a i  procedure mum. I t  assumes. that all capital 
in their own accounts, they will transfer payments for \Var Damage 
show their own share of profits also Compensation, refunds of E.P.T., 
as too large, and be tempted to payments of post-war credits, etc., 
distribute more in dividends than are treated as capital by their 
they should. recipients. There are compensat- 

ing adjustments to be made. The  
which. business firms are paying local authorities had an income 
out of capital. surplus of L28 hln. in 1946, and 
aside out of profits amounts esti-' the national insurance funds of 
mated to be sufficient to cover E88 Mn. If we put their combined 
their t+ liabilities for the current ' savings for 1947-8 at E125 A h .  we 
year, they usually do not actually shall perhaps not be very far out. 
pay them to the Treasury until ,If we bring this into account as 
months, or even years, later. When Government 'revenue paid out of 
tax rates have fallen; the amounts income, we reduce our L900 Mn. 

. ,  4 0  1 
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These are not the only taxes 

While firms set 
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to A775 Pln. If, therefore (after should be at least equal to all but 
making any necessary adjustment about E50 Mn. of Miscellaneous 
for’the advance payniett to Argeu- Receipts and surplus receipts from 
tina, which for 1947-8 ranks as a Trading, plus almost the whole of 
capital transfer to the Argentine the receipts from the sale of 
Railways in London) we find that Surplus War Stores and from 
the 1947-8 budget surplus is less Death Duties, plus a large slice of 
than E775 Mn., we shall probably Stamp Duties, plus perhaps A200 
be justified in concluding that the, Mn. or more fiom Income and 
Government has continued to spend Profits Taxes paid out of capital. 
the nation’s savings at least to the It  is impossible to make any close 
extent by which its surplus falls estimate of the size of the Budget . 
short of that figure. surplus this criterion would re- 

In ,1048-9 many of the taxes and quire ; but it would be surprising 
other Government receipts paid out i f  it were less than E300 Mn., and 
of capital will either disappear or it might well amount to E500 Mn. 
bc much diminished. But if the If the Chancellor wishes to help the 
Government is to stop ‘spending nation in its task of re-creating the 
the nation’s savings, the surplus lost, fifth of i t s  national capital, 
on the central budget, together with instead of hindering it, he must aim 
the surpluses of the local authori- even higher.-Condensed from 
ties and,national insurance funds, N.INECEENTH CENTURY, April 1948. 

Maxims for Planners 
BY S I R  ARTHUR SALTER, G.B.E., K.C.B., M.P. , 

( I )  ‘When you have divided the nation’s’economy between public 
monopoly and private enterprise, don’t let the first kill the second.‘ 

( 2 )  ‘Retain as far as possible the economic incentives of profit and 
loss and leave the process of changing prices to adjust supply and 
demand in the vast number of transactions in which government 
action is too clumsy and too wasteful. And be sure that both 
economic incentives and the price mechanism are the allies of national 
policy and not its enemy.’ 

(3) ‘Aim always at purposive direction rather than detailed control. 
And always prefer to get your result through financial policy rather 
than commodity controls.‘ 

(4) ‘\Vhen you do something, do not think only of the first results- 
remember the secondary consequences too. They are usually much 
harder to calculate, but they are often even more important-and 
you will go badly wrong if you forget them.’ 

(5) ‘Watch ,private industry carefully to see whether it is being 
overweighted by the total mass of bureaucratic controls and, if it is, 

\ lighten the load by giving up.all but the absolutely essential controls 
and by restricting the general area of public replation.’-LlsTENER, 
March, 1948. 

, 
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Australian bi Appreciation 
From MONTHLY BULLETIN OF NATIONAL BANK OF AUSTRALIA 

The circurnsronce that the Australian Pound still stands at its 
pre-war discount i s  a curious anomaly in post-war conditions. 

SO?E of the reasons which :ire 
propounded as pointing to the 

likelihood of an early appreciation 
of the Australian pound, although 
theoretically sound, are probably 
not of sufficient weight to justify 
such a move. One such argument 
is that the terms of trade have 
lately moved i i i  Australia's favour, 
due largely to the higher prices of 
Australian wheat and wool, and 
that, partly as a consequence. the 
commodity trade balance for the 
current financial year will probably 
show an export surplus. Against 
this it may be contended that there 
is no absolute certainty that export 
surpluses will be maintained over a 
long period., Many. imports have 
been artificially reduced, and the 
quantity of certain exports, par- 
ticularly wheat, is being increased 
by seasonal conditions which have 
recently been above average. Prices 
of exports have also been raised by 
abnormal shortages abroad, and it 
may even he that they have hecn, 
temporarily increased further, due 
to an urgent desire to convert 
some foreign currencies into goods. 
The  prospects for Australia's ex- 
port trade are generally promising, 
but they may not yet be regarded 
as assuring such a surplus as to 
justify an appreciation of the 
Australian pound on .such grounds 
alone. 

Another argument hardly likely 
to be more effective is that the 
Australian pound, relative to the 
English pound, is north more in 
terms of goods than is indicated by 

the existing rate of exchange. In 
these times of trade and financial 
controls-particularly foreign ex- 
change control-a change, unless 
very great, i n  the relative pur- 
chasing powers of two currencies is 
rarely regarded as adequate reason 
for altering the terms on which 
they are exckanged. I t  seenis 
unlikely, therefore, that the existing 
difference between the buying 
powcr of Australian currency and 
that of sterling would, by itself, be 
regarded as a sufficient reason for 
altering the value of the Australian 
pound. 

Perhaps a more convincing argu- 
ment for appreciating the 
Australian pound lies in the check 
which such a move woul? bring to 
the upward trend in Australian 
costs and prices. The  rise in 
internal prices has become steeper 
since shorter working hours and 
another addition to the basis wage 
brought a sharp increase in costs in 
the New Year, and the recent lift in 
prices of many household commo- 
dities gives promise of a further 
upward adjustment in wages in the 
coming months. 

A higher valuation of Australian 
currency would lower farm incomes 
and cause loss to traders holding 
stocks of imported goods, but 
it would also reduce import costs 
and would have a salutary effect 
upon any tendency to hurriedly 
turn money into goods-a tendency 
which accentuates inflation by  

- . anticipating it. 
4 0 3  
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10 ECONOMIC DIGEST 
\Vith growing official and public 

concern at the upward trend of 
internal prices, there: may have 
been some temptation to hlter the 
Australian exchange rate, hut, for 
the present, the determining influ- 
ence seems hound to be, not the 
trend of prices nor relative pur- 
chasing power, nor current export 
surpluses, hut the special position 
of dollars in Australian and British 
overseas financial balances. While 
the sterling dollar rate remains 
unchanged, appreciation of Aus- 
tralian currency in terms of sterling 
would also mean its appreciation in 
terms of dollars, and this would 
obviously place many Australian 
exporters at a disadvantage in 
American markets and in competi- 
tion with American goods.in other ' 

coyntries. 
In recent weeks, Commonwealth 

ofticiais, aided by leaders of busi- 
ness and industry,' have been 
combing through Australian pri- 
mary and secondary products with 
a view to the exporting of more 
goods to the United States of 
America. I t  would not be easy to 
justify an appreciation of this 
country's currency while at the 
same time placing emphasis on the 
need for earning and conserving 
more dollars. The  announcement 
by the Prime Minister on January 
29 that a change in the Kustralian- 
English rate is not contemplated 
while the present sterling-do!lar 
rate stands is, therefore, no more 
thin consistent with official dollar 
policy.--lie6ruory 10, 1948. 

' 

Nznt hnrl Bncomne and Expenditure 
SALIENT POIiYTS.FHOM THE \VHITE PAPER 

' 

( I )  National Income in 1947 rose,by E670 millions to &770 

(2) Expenditure for the maintenance and replacement of capital 

(3) l'he.net addition to assets-buildings, plant, machinery and 

(4) Borrowing from abroad increased by nearly E300 mill' ions to 
Thc  country overspent its income by 7 per cent. 

(5) Government expenditure fell by E296 millions. 
(6) Personal expenditure rose from E6,739 millions to E7,421 

But thc volume of cunsdmption of necessities was on the 
The  increase, in expenditure !vas 

millions. 

equipment was slightly higher than in 1946. 

stocks of goods-was E1,245 millions. 

A675 millions. 

millions. 
whole well helom the 1938 level. 
mainly in. the field of semi-luxuries. 

(7) Personal savings fell frnm A717 millions to EMS millions. . (8) Total wages rose by 14 per cent. half the increase being due to  
increased earnings, and the other half partly to an increase in employ- 
ment and partly to the replacement of women workers by men. 
--April, 1948. 

The  Indian Budget (February 28, 1949) imposed new export 
' duties on Manganese ore (Ks. 20 per ton) ,and Vegetable oils (Rs. 

' " 4 0 4  
200 per ton). 
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Wheat Goes to War 

' I  , By MORRIS E. DODD 
US. Umiw Secretary of Agriculruy 

I 
L . L'Y0.U have one other problem normally surplus wheat producers 

as far as Russia is concerned. before the war. He expressed 
I . That is the thing that Russia did in doubt that these countries will 
I '  'years gone by, that you always have resume their pre-war production 
I to fear they-might do again. because of uneconomic land poli- 

"Twice to my knowledge Russia cies. 
i has, when she was short of some of The  whole pre-war economy of 
I these commodities, deprived her Europe, Mr. Dodd pointed out, 

own people of the use of those "was built up in manufacturing in 
commodities to the extent of starva- the West and production of food 
tion in order to ship them abroad in the East; and a free flow of 
for foreign exchange. trades between the two areas. 
- "You have that possibility. Even You move Rumanian wheat and 
without a substantial increase in East Prussian wheat and Yugo- 
their production, you might have . slavian corn, and such, West and 

* the possibility, for political purposes then you take manufactured goods 
or for forekn exchange, that she .  East. At the present time that 
might actually move into a market flow bas stopped." 

I and offer commodities or supplies . The ,Agriculture Department in under'conditions that we could not a report on latest wor,d grain 
production estimates, reported So- ' ; meet." 

Later, Mr' was asked viet 1947 wheat production at I 
the Soviet any 875,000,000 bushels compared with 

I production of 1,364,919,000 offen to negotiate with countries 
outside their orbit for the sale of budheis, wheat. Me replied : "Yes ; they ' 
have offered to. The  British \\'ere Soviet production in 1y47 Of 
not able to complete their negotia-, 'ye* however, was estimated at 
tio" ,,,itll them for ,,,heat, -rhey 920,000,000 bushels compared with 
did complete an agreement with only about 26,0WO00 bushels for 
them for 700,000 tons of coarse 
grains, in return for which they Soviet wheat production, accord- 

\ , gave 'them heavy machinery and ing to these figures, would be still 
things of that kind. ' considerably below the 1935-39 

Rye production would he 
enter into negotiations with other larger than average despite below- 
Western European countries for average. yields because of the 
wheat in amounts larger than we considerable wartime switch from 
have in sight at the present time. wheat to rye acreage in the Soviet 
It is 'complicating the situation :Union. Rye has always been an ' very much." . important bread grain for Russia.- 

The  Agriculture official also From Testimony before HOUSE AP- 
noted.that a good part of Central .PROPRIATIONS COMMITI'EE, LVASH- 
Europe and. the Balkans were INGTON, released March 16, 1948. 

I 

' 

United 

"The Russians also offered to ' average. 

I 
I 
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Spotlight on Gambling 
By CARL LAWTON 

O V E R  eighty per cent. of the elementary education. If you have 
people in this country-men been to a university you will be in 

and women, boys and girls-like to the lowest group of gamblers. 

On Pooh horses Or dogs ; 
On it is for the thrill ; they like the raffles or competitions, at cards, on excitement the fun it is an 

machines, pin-tables, 'bus tickets entertainment, 
-even on the headlines of a 
newspaper. Befor: the war, over If you a list of the ~ ~ o o , o o o , o o o  ,,.as spent in a year leisure activities of the gambler you 
on mass-gamhling, !t is no,\. will find he devotes most of his time 
near[y ~~,ooo,ooo,ooo. Forty-four to his gambling, then to his social 
per cent. have an average het of g'O"P.in the pub, or club. Home 
3s. lad, on the pools, ~~~~l~ 50 activities or cultura! activities, in 
per, cent. 'bet on horses ,,.ith an , which he might take part, either 
averaige stake of 6s. 10d. Only 18 Or in a group, come . 
per'cent. gamble on dogs, but they a long way down the list. 
stake an average of 1 Is. 9d. on a het. But why do people want this 
There is more money spent in a thrill ? Is not life attractive ? For  
year on the dogs .than, on the the mass of people it is not attrac- 
pools, although more people go in tive enough. To many people 
for pobls. Men gamble more than ' gambling is not the sudden acquisi- 
women. Five men7vill put money , tion of money or fame, it is an. 
on a dog for every two women that escape. Modern civilisation with all 
do so. Two men will he on pools,,or its wonders has created boredom. 
a t  cards, for every woman. Three Before the industrial revolution 
men will have a bet on a horse for work and p>y were an essential 
every two women.: There is even complement to each other. Man 
a difference with the stakes. IVhere was a part of his social group that 
a man has 3s. 10d. on the pool, the worked and played together. Now 
woman will have 2s. She will have he has a work group-work that is ' 
3s. 5d. on a horse when. he has often unattractive-and sometimes 
6s. IOd., and she will only have a play group. They have become 
about 5s. on a dog when the man's separate. We have become in- 
average stake is 1 Is. 9d. People ' volved with a leisure problem. Men 
aged between twenty-five and forty and women now seek the emotional 
are the biggest gamblers, and 88 stimulus that is devoid of effort and 
per cent. of that age group gamble ;. adventure. They need a stimulus 
13 per cent. of them have a gamble that fills the mind and relieves the 
on five or more of our six items. tension of routine. Gambling is the 
Education makes little difference, imaginary mechanical adventure, 
although people over sixteen with for those who cannot create the real 
a secondary education ' gamble adventure of life.-B.B.C. BROAD- 

12 

have their gamble. 'rhey gamble .\Vhy do people gamble ? IIre,l, 
I 

I 

' rather more than those with an CAST, March 17, 1948. 
1,96 ! 
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East Europe's' Iron and 
. Steel Industries 

WITH, Germany no longer th i s  possible iron pwduction have been 
leading steel producer of the made lately with a bauxite deposit 

European .Continent, the iron and at Ozd, which, owing to its high 
steel industries of Eastern Europe .iron content, is unsuitable for the 
have gained in importance, and production of aluminium. The  
Hungary, Yugoslavia, Bulgaria, results are said to have been - 
Rumania and Austria are all ' encouraging. 
busily engaged in expanding, their. Hungary's steel industry suffered 
production facilities, according to relatively little damage as a result 
Continental press reports. of the war. Production was 

iron increased by about 60 per the war, and all important enter- 
cent. in 1947 as compared with the prises have been put under State 

90,000. tons per month, while the Austria's iron and ;tee1 industry 
output ?f steel rose by over 50 per requires investments estimated at 
cent. to approximately 150,000 about E30,000,000, including 

production of rolled products comes tion, E5,000,000 for steel works 
to an average of 114,000 tons a and ~16,000,000 for rolling 
month. Yugoslavia has set herself mills. The  Austrian production 
a target of 500,000 tons of pig iron programme aims at an annual 
and 700,000 tons of steel by 1951, output of '1,000,000 tons of pig 
while Rumania's output in that iron, to be reached in 1951. Inter- 

tons respectively of the two pro- tons ; 1949.and 1950-720,000 tons 
ducts. each. The  country's industrial 

Bulgaria's steel production, while plan places special emphasis on the 
still very small, showed a sub- production of quality iron and 

! 

Yugoslavia's production of pig resumed shortly after the end of . ~ , 

I 
preceding year, to an. average ,of administration. ~ 

tons per month. The  present Ll,250,000 for pig iron produc- i 

i 
i 

i 

year is to total 140,000 and'300,OOO mediate targets are : 1948--600,000 

stantial increase last year-to 1,500 
tons a month as against 673 tons 

steel products, in particular such 
specialities as steel for tools, con- 

- 1  
~ 

monthly in 1946. structional steel, rust-proof and i 

trialization programme, plans to In Czechoslovakia, all foundries' 
turn out 400,000 tons of pig iron have been concentrated into six 
and 800,000 tons of steel next year, large enterprises in the course of 
i.e., 128 per cent. of thc 1937 nationalization, and only a few 
output., small *casting works remain in I 

Hungary's main difficulty lies in private hands. The  planning. of 
the fact that she has to obtain her production is the responsibility of a 
raw materials from, abroad-iron central directorate, which is also in 

vakia, Russia and Sweden, coke, materials and the export. of finished 

4 0.7 from Poland or Russia. Tests on products. 

Hungary, under its large indus- 'heat-resistant steels. 

, 

ore from Yugoslavia, Czechoslo- charge of all purchases of raw i: 4 
I 
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14 ECONOMIC DIGEST. 

Czechoslovakia's pig iron; if. the deliveries to Russia under the' 
production last year-l,422,000 1947 trade agreem&t between the 
tons-exceeded the 1946 figure by two countries are to he carried out 
48 per cent., but remained 15 per on time. The  iron ore deliveries, 
cent. below the 1937 output o f .  which Czechoslovakia .receives 
1,500,000 tons. On the other hand,' from the U.S.S.R. under this 
the production of steel in 1947, agreement, 40,000 tons a year, 
which surpassed that of the pre- .cover approximately a third of her 
,ceding year by 36 per cent., was total ore requirements, of which a 
almost equal the pie-way average of further third is met from domestic 
2,300,000 tons, having amounted to sources and the balance by imports 
2,285,300 tons. Czechoslovakia's from abroad. In  addition, Czecho- 
post-war industrial plan provides, slovakia receives from Russia man- 
for the investment of 3,000,000;000 . ganese ore and nickel and supplies 
Czechoslovak crowns in the iron of petroleum tubing, rails and other 
and steel industry by the end of railway. material, and tin.-From 
1948 to effect expansion required M I N I N G  JOURNAL, April 3, 1948. 
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BY PROFESSOR JACQUES PEYREGA . .  

Although much research has been devoted to the maximum 
nationaldebt which can he borne, the danger point for taxation has 
never been established. Frequent warnings have been uttered 
as to the dire effects of too heavy a burden, hut no modern criterion 
has been devised. 

The  classical economist's view that taxation must never he so 
heavy as to deform the economic structure is reversed by modern 
theorists, who regard fiscal policx as a political instrument. Its use 
as such is restricted, however. partly because the receipts from a 
"reformatory" tax are in inverse proportion to its reformatory 
effect. For comparative purposes, taxation should be related to 
national income :- 

PERCENTAGE OF NATIONAL INCOME PAID IN 'CAdrES 

11.86 8 . 1  
YUR PlwNcE 
1913 17.2 
I Y 2 6  21.7 25.7 12 
1938 20.9 24.1. 25.6 
1945 21 40.55 . 31.1 

CRmT URITAIN U.S.A. 

,But in estimating. the limit 6f the taxation which a nation can 
support, statistics will no t  suffice ; the distribution of income, the 
fiscal system, and the patience of the people must be taken into 
account. 

If a free economy is to be maintained, taxes must not be raised 
to the point at which a dangerous unbalance of the economy would 
result ; but this ceiling is only absolute if existing structures are to be 
protected, and if spontaneous economic progress is desired. t In- 
creasing state control both necessitates and facilitates the collection 
of higher and higher taxes.--Summury transluted from OPENBARE 
F l N A N C l E N '  INTERNATIONAL QUARTERLY REVIEW, 1948. 

' 
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India's Ind,ustrial Future 
By ERIC P. W. da COSTA 

Gmmol Manuger. Textile Morhrnery Corporatton, Indm 

HE .industrial prospect in ' would be nearing completion : and 
'India was surveyed recently that cement capacity would be 

by Mr. Eric P. \V. da Costa, in nearly doubled. Assuming that a 
London. triple shift was imposed in the  

After referring to the fact. that cotton textile industry, it was. 
likely that all these developments last year practically every industry 

in the country was running below would increase industrial output 
peak capacity, he expressed con- at the end Of years by about 
fidence that within the next t\vO or Rs. 300 crores possibly a 
thrce years there would be a steady 30 per cent' increase On Output 
rallying of output in existing at present. Mr. da Costa added: "New industries until nearly peak capa- industrial employment under all city was attained, and, that in the 
next three to five years the limited Ireads may be Of the Order Of 

600,000 persons, mostly in the new industries for which industrial cotton textile industry, and may%be equipment from abroad had already 
been ordered would be set up. New taken at about 2o per cent. m3re 
industrial production was not, ho\v- existing employment in Or- 

ever, likely in this period be ganized industries. These are 
spectacular. certainly not achievements which 

will make, any impression on the 
I t  \vas hoped that the new fer- abolition of or in the dis- 

tilizer factory at Sindri, designed pelling of ; they 
to. Produce 350,000 tons of a m m -  provide for a higher output per head 
nium sulphate annually, would be in industry, but unless there is a 
in operation ; that a substantial development in agricul- 
beginning would be made with the ture the over-all picture may be 
textile machinery industry, which gloomier than 'at. present with 
in three units might be producing uriemployment still increasing. 
in three to five years all the spinning , "These are hard and melancholy 
ringframes the co'JnuY required goals for a nation on the threshold 
with small quantities 'of other of a new journey, but they are part 

machines and the of the desert which must be crossed 
looms required. in order to reach a t  last the prom- 

Several new power units would ised land. The  dominant note of 
be in operation and other units . Indian industry in the next five 
would be under way. I t  was years is, therefore, the reorganiza- 
hoped that coal production, which tion of existing units rather than 
iviis so vital an ingredient of all extensive new industrialization. 
industrialization, would have been Thiscis not, indeed, a matter of 
stepped up from 28m. to 40m. choice, bmause, except for the very . 
tons ; that two new steel units, limited extent already indicated, 
each of about 500,000 tons capacity, the, equipment for new .units is 

' 
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16 ECONOMIC DIGEST 

unlikely to be available." . placed. The  dilemma, except in 
Another point emphasized by the the case of collaboration agreements 

speaker was the related problem of hetween British or American and 
obtaining technicians. They must Indian firms, was all hut complete. 

*be' available a t  the same time as Technicians of the required calibre 
capital equipment and vice versa, from the United States were almost 
othenvise loss would be incurred, . unobtainable, and the position in 
yet . without. technical personnel regard to British technicians was 
nev  industries could not be planned less promising than it had been for 
and orders for capital equipment of a long time.-TIMES REVIEW OF 
the most effective kind could not be INDUSTRY, April, 1945. 

THE principal problem we still In 1939 there were 397,000 non- 
have to face in 1948 is that industrial civil servants ; in July, 

less than 50 per cent. of Britain's 1945, there were 716,000. By 
working population is actually con- October, 1947, the Labour Govern- 
cerned with production at all. ment had reduced their numbers to 

This fact arises from the past 690.000. But the numbers in local 
reliance on exported capit21 to government have increased since 
cover the margin, from high cam- 1939 from 846,000 to 1,098,000. 
rnercial . profits, and from the There are 136,000 civKservants 
patchwork .of social services estab- . concerned with defence and supply 
lished in the past. .And a further now, compared with 51,000 in April, 
twist has been given to the shape 1939 ; and this increase of 160 per 
by the unprecedented military mo- cent. is, of course, due to having 
bilisation of the Second World over a million soldiers, sailors and 
.War. airmen instead of less than half a 

Before the war 16 per cent. of all million. 
British employers and workers were On the other side of the picture, 
in distribution. The  comparable we may look at our need for more 
figure in the United States' was food producers. A hundred years 
13.9 per cent., in Belgium 13.4 per ago.one man out of every five had 

' cent., in France and Germany something to do with farming, but 
around 12 per cent. today it is scarcely one man out of 

Then me may look a t  the army every 20, and we have less farmers 
of administrators. More than and farm workers per head of the 
10 per cent. of the working popula- population than any country. The  
tion today is solely concerned with following, figures are instructive, 
the administration of the country. and they $re pre-war figures :- 

Percentage of occupied population employed in Agriculture, 
Fuhing and Forestry 

Britain 6 United States 20 France 36 
Belgium 17 Germany 29 

[Stephe;, Swingier, M.P.,'(Labotrr, Stafford) in TRIBUNE, March 19, 194S.J 
. .4 .1 Li 
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Bretton Woods : Retrospect and 
Prospect 

By ROY F. HARROD 

The author of this i t em was c o n c e h e d  at j irst  hand 
with the  Bretton Woods negotiations, which now he is 

put t ing into perspective 

D U R I N G  these discussions like-minded policy. I t  is to be 
(Bretton Woods) there was al- recorded that there were always 

ways the spectre of the "transition certain- elements here, some con- 
period'. I t  was supposed that servative, some of a more leftwards 
during that period some countries variety, who favoured the establish- 

. 

would have .to retain certain war- 
like methods of controLover foreign 
trade, although these are funda- 
mentally incompatible with the 
more liberal and expansive trade 
policy envisaged in the main plan. 
Motives of timidity were likely to 
make nations reluctant to give up 
the wartime controls for a longish 
period. While still in the midst of 
post-war difficulties, they would 
fear {he risks of freer trade. For 
my part, I always held that the 
transition period should be reduced 
to a minimum. on the around that 

, 

mentof a British b/oc, independent 
of the United States on the one 
hand and Russia on the other. The  
economist I naturally views such a 
programme without sympathy, 
since the division into blocs must 
entail economic loss. There , is 
the more practical point that the 
British bloc could never be strong 
enough to stand alone. And why 
have a British bloc, if the United 
States, that great source of wealth, 
power and enlightenment, is ready 
to stand in as part of a larger bloc 
on terms that are .acceptable to - 

the more generous system was Britain ? In  regard to the accept-. 
likely to help rather than hinder, ability to us of the Bretton Woods 
and that, if the transition was plans I am inclined to limit myself 
prolonged, nations would be likely to saying that what was good 
to.entrench themselves in unsound enough for Keynes is good enough 
practices. for me. I t  is quite untrue that he 

Whatever one might have wished, was cynical about their providing a 
the transition period .is being satisfactory framework. ' 

the,end of it. There is even the 
danger that the beneficent Bretton , Our present impasse surely makes 
Woods plans, which would so it absolutely obvious that what 

before ever they get the chance of ble amount of multilateral clearing 

The  basis of Bretton IVoods international trade. She needs to 
was the close'understanding to- be able to export, in return for 
gether of the United States and good payment, to whatever market 
Great Britain in pursuance of a her producers or merchants can 

17 

greatly extended. One cannot see . I * 

' I  greatly help Britain, may die Britain needs is the greatest possi- . ,  

coming into operation. and the greatest possible flow of l 
1 
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offered. I t  may not solve the long teristic of the dependent relative ; 
run dollar shortage problem,.but in the more dependent he becomes 
the lolig run we should be able to upon the rich relation the more 
get back to the Bretton Woods determined he is to do everything 
machinery. It should solve the that the rich relation dislikes. 
short term “dollar shortage”.prob- One would have hoped that the 
lem. British ,were capable of rising 

It is most-regrettab1e;therefore. superior to this obsession.-Ex- 
that Britain does not push the idea tracts from TIME AND TIDE, March 
of the convertibility of the receiving 6, 194s. 

, .  

Scrap Bulk-purchasing ? , 

BY J. K. MITCHIE, CHAIRMAN, NATIONAL BANK OF INDIA 
I am not fearing a major slump but I do suggest that many prices 

could-indedmust-fall very materially if the world is to get on to 
a reasonable economic balance as between primary producers and 
manufacturing Nations, and I u,ould add, bulk purchases by Govern- 
m e n s  may not go on ‘for ever. Personally, I very much hope that 
method may soon disappear in favour of merchanting as we knew 
it. I hope too the change uzill come too soon rather than too late, for 
I am convinced that only through such a change in method will the 
true position of stocks in producing ,countries be disclosed, and 
thereby alloy the necessary deflation to happen comparatively 
painlessly. In  a dubious market bulk purchasing will merely mask 
the real position, and when at last it is disclosed, the bulk seller- 
who, after all, is the natural child of the bulk buyer-will find that 
no one runs faster than, a frightened buyer.-Ati~un~ R ~ E E T I ~ ~ C ,  
March 16, 1948. 
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A.B.C. of Inflation 
By F. W. .HIRST 

, T H E  ot'her day an old Harvard trenchment-i.e., a reduction of 
man wrote to ask me to send Government expenditure sufficient. 

him, in a few simple words, what he to balance the Budget, or an in- 
described as the ARC of inflation. crease of taxation. Failing this 
I t  has struck me that some of your remedy, inflation proceeds, either 
readers, and especially those who by borrowing from the hanks or by 
are beginning to doubt the opinion printing more, paper money. 

,. of the late Lord Keynes that incon- The  results were seen after the 
vertible paper money is a medium, first Great ,War in most of the 
of exchange far superior to a gold belligerents' currencies. Those of 
sovereign, may perhaps like to read . Germany, Austria, and Russia be- 
the substance of my reply. came wor+less. The  same has 

I? countries with a stable cur- happened and is still happening. 
rency prices vary ih accordance The  franc is worth less than a 

' with the la'mof demand and supply,, farthing, and a farthing is worth 
and are settled from day to day by less than half a farthing. 
the higgling of the market ; but in A friend of mine in Rome tells 
countries with an inconvertible me that he could buy in 1899 for 
paper currency-and this case is five lire as much as he can now buy 
now almost universal-a rise in for five thousand lire. 
prices is general and is usually due The  recent rise in prices in the 
to inflation. United States, which has a more or 

Inflation is not .easy to ,  define, less hard gold currency, may he due 
because it may be brought about in to temporary causes, but is not, in 

' variou's ways ; but it is always, or my opinion, entirely unconnected 
almost always, due to the action of with the Budget deficit. 
the Government, and that action is- One of.the curiosities of present 
always, or almost always, due to the Ministerial excuses for. our 
fact that the Government cannot economic plight is that prices are 
make both ends meet. In  short, rising abroad, and that therefore we ' 

its Budget is unbalanced ; its ex- cannot buy as cheaply as n e  ought ' 

penditure exceeds its revenue from to be able to do, even though we 
taxation ; its paper money be- have borrowed the wonderful Soviet 
comes valueless abroad and its technique of bulk purchases, so 
credit is so low that it cannot that our own merchants cannot buy 
borrow abroad, except as a mendi- in the cheapest market or sell.in the 
cant. Its credit may also become so dearest. 
much impaired at home, and its How can anyone be surprised 
people so impoverished and so that .the Bretton Woods Agreement 
suspicious of Government loans, does not work. or that in countries 
that they will not make up, by with soft currencies black-mirket 
lending to .the Government, the prices are superseding the artificial 
deficit. prices "fixed" by the Govern- 

In that case the only cure for ment ? - Letter to MANCHESTER 
inflation and rising prices .is re- 

' 4  1 3  
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'EuroGe in 1951 
U N .  ECONOMIC COMMISSION'S REPORT 

UROPE must have something E like a' new Marshall Aid Plan in 
1951 or suffer a fall in her living 
standards. 

This is the conclusion reached in 
a report issued by the United 
Nations Economic Commission for 
Europe, on which both Marshall- 
Aid and East Europein countries 
are represented. 

Europe's present situation \\-as the 
huge deficit in he$ overseas balance 
of payments, the report said, basing 
itself on the economic statistics of 
all European countries except Rus- 
sia., The  attainment of equilibrium 
by the end of 1951 could not be 
assured without' a reduction in 
standards. of living. 

In an analysis of Europe's pros- 
pects in the next three and.a half 
years the Survey reported :- 

].-That wartime losses of Euro- 
pean shipping, investments over- 
seas and other sources of revenue 
have created 3 $2,000 million gap 
at pre-mar prices in the normal 
balance of trade ; 

'2.-That this gap, can be bridged 
only by'a combination of increase 
in exports and reduced imports, 
with a big cat in imports of manu- 
factured goods from the United 
States, whose aid to Europe after 
World War 11, including that of the 
hlarshall Plan, is considerably less 
than after World War I .  

3.-That this combined objective 
can only he achieved by 3n enor- 
mous increase of between 40 and 

The  most critical feature in . 

50 per cent. in the production of 
Europe's heavy industries, neces- 
sitating a profound transformation 
of, European economy ; 

4.-That the prospects of achiev- 
ing this inyeased production 
appear to be reasonably good ; 

5.-But that it will only close the 
gap if European agriculture pro- 
duces as much food as before the 
war and if internal European trade 
is freed from the growing paralysis 
caused by inflation. 

At present, under the pressure of 
inflation, internal trade \vas dis- 
torted into a rigid network of 
bilateral exchanges between indi- 
vidual countries, the Survey points 
out, 

I n  allocating mainly to Europe's 
heavy industry the task of filling the 
$2,000 million .gap, the Survey 
based itself largely upon the need 
to remedy the huge and growing 
disequilibrium in trade with the 
us .  

The  Survey attributed the dis- 
astrous fall in exports going to the 
United States not only to the 
nature of Europe's products, but 
also in general to - the  high export 
prices resulting from inflation. 

The  only possibilities the Survey 
sees ?f increasing overall European 
exports to the United States are to 
Ioiver prices by curbing .inflation 
and to concentrate on export cam- 
paigns for luxury and light indus- 
trial products.-REuTER SUMMARY, 
GENEVA, April 5, 1948. 

. .  
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Britain’s Invisible Income 
How bright-and how darkyare our prospects of recovering in. 

this important department  of British commerce? 

IT seems’ likely that our ability to visibles” all transactions which, 
.:mport on a sufficient scale to for one reason or another, do not 

return to pre-war standards .of fit easily into the OverSCdS pay- 
living &ill finally turn upon the ments picture at some other point. 
extent of the net contribution to ‘That the effect of this practice has 
our overseas receipts made by the been to bring into the current pay- 
“invisible” items. , ments figures items which were 
’ In !Y38 Britain’s invisible re- strictly of a capital nature has been 

ceipts were sufficient to pay for as admitted in earlier official docu- 
much as one-quarter of our total ments. 
imports. In recent years we have . In  reccnt statistical approaches 
had an invisible deficit: IS there to the balance of payments, in- 
any hope of recovery in the future ? cluding those in the Balance of 
The  view taken in the Economic Payments White Paper for 1947 
Survey is that this new feature in and the Economic Survey for 1043, 
the economic life of Britain is not the experts appear to have gone 
likely to prove a passing phenom- even farther than this. For having 
enon.’ “Even when everything fixed import and export totals for 
possible has been done to stimulate the year and :he expected volume 
travel in this country and other of overseas borrowing,. they now 
forms of invisible earnings, we seem to be utilising the invisible 
cannot,” the survey states, “budget item as a means ‘of adjusting the 
‘on the basis of any substantial two sides of the payments balance- 
surplus on invisible account. For sheet to give an arithmetical balance 
the future, in fact, it will only be by rather than to portray the true 
the export of goods that we shall be . volume of the various forms of 
able to pay for the import of invisible income and-expenditure. 
goods.” If this is the approach that is 

Fortunately there are reasons for being adopted-and it is difficult 
supposing that these latest Govern- on any other. hypothesis to explain 
ment predictions regarding the . the remarkable fact that “other net 
future of the country’s invisible invisibles”, which brought in ElOO. 
income are likely .to be proved just million in 1Y38, produced less than 
as over-pessimistic as some cf the nothing in 1947 and are expected 
earlier calculations regarding post- to do no better in 1948-it is 
war develppnients in this field were evident that any mistake in the 
over-optimistic. Inevitably, this is estimate for ,the contribution to 
a department of the national econ- current payments from net overseas 
dmy in which there is plenty of ,disinvestment must mean a corre- 

. scope for errors in calculation. The  sponding distortion of the invisible 
value of any results that do emerge items. 
is further weakened, however, by Any attempt to assess the future 
the official practice of including in outlook for the inrisibles must, 
the omnibus item “other net in- therefore take account of the prob- . 
2 @  21 4 1 5  
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ability, . amounting almost to a 
certainty, that the invisible results 
for 1947 as well as the.estimates for 
1948 have been distorted by the 
inclusion therein of a number of 
substantial capital transactions, the 
authorities having, for reasons best 
known to themselves, chosen to 
adopt this course rather than show 
the truiamount of overseas invest- 
ment and disinvestment that is 
currently taking place. 

The  following table shows the 
country's invisible receipts and 
payments for 1938, 1946 and 1947, 
together with estimates for 1948 
(on an annual rate basis) for the 
first half of this year, as given in the 
Economic Survey : 

Examination of this table shows 
that the country's invisible pay- 
ments and receipts fall into four 
main compartments : (1) Govern- 
ment ; (2) shipping ;' (3) interest, 
profits and dividends, and (4) mis- 
cellaneous; including films, tour- 

running some nine times higher in 
money terms than they were before 
the war. The  policy of military 
retrenchment and the decline in 
the volume of terminal expenditure 

'should produce further substantial 
savings. in the. years ahead (in the 
absence, of course, of a further 
serious deterioration in the inter- 
national political situation), but 
allowing for the rise in costs it 
seems hardly likely th i t  the yearly 
outlay will fall below say EGP 
million. 

Thanks to the rebuilding of the 
merchant fleet net earnings from 
shipping ,have recovered fairly 
sharply since the end of the war 
and this year are expected to rise to 
E40 million, which, -allowing for 
price changes, is about on a par with 
the results for 1938. The partial 
elimination of competition from 
German and Japanese shipping 
should enable further progress to ' 
be made in this sphere in the years 

L mi1liona 
I938 1946 1947 1948 

Militsry . . . . . . . .  - - 382 111 1 5 1  
/e,* uiapoan1s. etc.. . . . . .  - - I52 - I31 - 54 

nEiier . . . . . . . . . .  - 110 b2 4 
Germany . . . . . .  - w 79 14 
Other ?: - 

Shipping . . . . . . . . .  so 140 163 158 
InlErClt. prufita . . . . . . .  30 ' 77 94 90 
Film; . . . . . . . .  7 17 13 8 

P 

Gorcmment : 

. . . . . .  - - w  - 1 0  14 ' . 
'roThI. GOVFILVMN~ 16 2w 211 140 . - - - - 

Orher pnmen~s : 

Tourists . . . . . . . .  40 26 24 50 - - - - 
550 * 531 420 - 'I'OTAL PAFMm:TE ' 173 - - 

Shipping . . . . . . . . .  loo . 14Y ' '180 158 

Othcrnuf . . . . . . . .  loo ',?I - 20 - 22 
I<C<'c.iP,S : 

. 1 n t e r q  profit.. etc. . . . . .  205 I52 I45 14b 

Ibml. RPCLlPrS 405 . 374 305' 321 

99 

- - 
Sur I"* (+) m 
U&it(-) . . . . . . .  :. + 232 - 176 - 226 - 

ists, commissions and insurances, to come, bu t .  past experience 
etc. suggests that it would be unwise 

I t  will be observed that Govern- to hope for too much in this 
ment payments overseas, after direction. Further economies in ' 
allowing for the large amounts the use of foreign shipping sem$s  

,derived from the sale of war goods should he possible, however, and 
and other assets overseas, are still net earnings from shipping should 
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eventually suffice to cover the bulk 
if not the whole of the Govern- 
ment’s net overseas expenditures. 

ment during and since the war has, 
of course, produced .a very sub- 
stantial change in the position 
regarding net revenue from in- 
terest, profits and dividends. In 
the Economic Survey table repro-. 
duced. above, the 1938 receipts 
under these heads are given at 
E205 rnillion against outgoings of 
E30 million, but it is interesting to 
note that the net figure of E175 
million is well below the estimate of 
E203 million given in the White 
Paper on the Statistical Material 
presented during the Washington 
talks and still farther removed from 
the estimate of E225 million given 
in an expert analysis of pre-war 
overseas payments by Professor 
Barna. The  difference may be 

The  process of overseas invest- . 

explained in part by the fact that 
net overseas earnings from oil and 
tankers are; for bome inexplicable 
reason, included in the “other” 
item in the Government’s more 
recent statistical versions of the 
overseas payments figures. 

Almost as puzzling as the dis- 
crepancies between the estimates 
of the pre-war situagion is the ’ . 
sharp drop which is shown to have 
taken place in net overseas income 
from interest, profits and dividenth 
since the end of the war when the 
latest statistics are compared with 
the detailed account of 1945 results 
included in the Statistical White 
Paper an the Washington talks. 
This showed net overseas income 
in 1945 under these headings a t  
i 9 7  million, the product of gross 
receipts of E170 million and gross 
payments of L73 million. There 
has, of course, been some limited 

The New Commcbnwealth 
A Society for the Promotion of 
Jnternational Law and Order 

President, British Section, 
The Rt. Hon. Winston S. Churchill, O.M., C.H., M.P. 

Freedom from the constant threat of war is vital to the 
success of any plan for economic rehabilitation. T h e  New 
Commnnwealth is engaged in mobilizing support for proposals 
which offer the most realistic approach to this fundamental 
problem. Full particulars will be gladly supplied upon 

application to 

The General Secretary, 
The Netu Conimonwenlth, 

Thorney -House, 
* Sm&h Spare , .  

London, S. W.1 
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further repatriation of foreign secur- country, though the return will be 
ities by debtor countries since the by no means so large as it would 
close of the war, but it might have liave been had we not permitted a 
been expected that any deteriora- great deal of post-war overseas 
tion on this account would have investment to be financed from 
been more than offset by increased unrequited exports paid for by 
receipts from the East and other drawings on war-time accumulai 
parts of the world with the return tions of sterling in London. . . 
to peace-time conditions. If the recent steady rise in the 

There is no doubt, however. cost of remitting earnings on 
that a good part of such profits as foreigners' investments in Britain 
some British concerns operating is checked . with the return to 
overseas have made since the war stable monetary conditions in 
have had to be devoted to recon- Britain (ds it  should ,be), net 
struction and rehabilitation, and it in,come from investments should 
may not be too much to expect rise to at least A100 million, but the 
that gross receipts from existing figure would be reduced somewhat 
investments overseas wi!l even- i f  we have to commence repayment 
tually rise to the pre-war level in of interest and repayment of capital 
money terms. In  addition, Britain on the U.S. loan as, under the 
should ultimately draw a return of \Vashington Agreement, we may 
some additional tens of millions be called upon to do from the end 

. from the capital outlays -in the 1951 at a .maximum rate of some 
sterling area now being ,financed E30 million per annum.-From 
from resources provided by this T ~ I E  STAT~ST, March 27, 1945 

Exports as percentage of imports 
before and after the war 

81 'k: a 

I .  

-F;onr MONTHLY BULLETIN OF STATISTICS, Statistical Office of Uniled 
Nafions. New York, November, 1947. 



U.S.A. Needs Imports 
- By Professor WHITSON FETTER 

I 
W H Y  is foreign trade important production to the stoppage of 

to the United States, and what ,  trade, they would be forced to 
should we expect from measures to accept a far lower living standard, 
maintain our present large postwar perhaps not in calorific terms, but in 
volume of trade and to put it per- terms of what is currently called a 
manently on an even higher level ? “protective diet”, and in terms of 
It  has heen a popular pastime in the nonfood items thatto-day loom 
recent years to battle the matter so large in the ,living standards of 
out in terms of statistics. Those many countries. 

, who favour tariff reduction and an In this sense of a minimum 
expanding trade cite the impressive standard of living, a large foreign 
absolute fipres of our present trade is important, but not vital to 
trade, and point out the significance the American people. We could 
for future employment in the stay alive without foreign trade, 
United States of an expansion in but many of the things that are 
our export industries. The  oppo- thought of as characteristic of the 
nents of tariff reduction point to the “American way of life” mould be 
tremendous variety of American impossible without foreign trade. 
resources as making a large trade This point is rather obvious in 
unnecessary, and cite the small connection with coffee, chocolate, 
ratio of our exports to our national bananas, tin, nickel, and diamonds ; 
income, or even to the total of and most persons recognize that we 
movable production in the United should continue, if not expand, our 
States, in support of the pruposi- trade in those items that quite 
tion that foreign trade is not of clearly cannot be produced in the 
major importance in our national United States except at a prohibi- 
economy. tive cost. The  real issue, however, 

foreign trade to’a country has an. products such as petroleum, copper, 
inverse relation to the size of the and manganese, of which we have 
country and to the diversity of its large supplies in the United States, 
resources. Small countries, par- hut which may be seriously de- 
ticularly if they are densely popu- pleted in a few decades unless we 
lated, as Great Britain and Belgium, ’ draw on the abundant supplies 
are dependent on foreign trade in available abroad ; in connection 
the basic sense that their peoples with sugar and wool, which can be 
would starve to death or would be produced here but only at sub- 
reduced to a ‘bare minimum of stantially higher costs than abroad ; 
subsistence if all trade were cut off. and in connection with many foods, 
Countries with richer agricultural textiles, and metal products where 
resources per capita, such as New mass production methods cannot 
Zealand, Argentina, Chile, or even be used effectively.-From ANNALS 
France, would not literally starve if OF AMERICAN ACADEMY, OF POLITI- 
.all trade were stopped’; but even CAL AND SOCIAL SCIENCE, January, 
after a full adjustment of their 1948. 

~ 

The  economic importance of- arises in connection with mineral , 
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6b The times are changed and . 
we are changed with &em’’ 

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 rst  embarked upon service t o  the public, 
For a considerable period that service, largely confined 
as it was t o  the United Kingdom, remained limited in 
scope but, .with the passage of time, the Company 
began -somewhat tentatlvely. perhaps - to operate 
overseas. , 
Today. .the “Atlas“ service, vastly extended, covers 

, ‘ the greater part of the civilised world and, fortified 
by our knowledge of the past and s t i l l  believing in the 
future, we shall continue that service as the years 
travel upon their course. 
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By Mrs. Joan Robinson 

Keep on the subsidies and keep down the prices of utility goods. 
Then with an increase of children’s allowances it would be reasonable 
to ask the workers to accept the limitation on wages. On every- 
thing else raise the purchase tax to slaughterous level. 

z 

By F .  W .  Paish 

In my view, there is much to be said for the’proposal th i t  has 
been made for reducing profits on home production only by reducing 
the prices that can be charged on the home market. 
prices would not be affected, this would make production for export 
relatively more profitable and wou!d help to divert resources to 
exp,ort industries. But there are certain other implications of this 
policy which must be taken jnto account. If it can be effectively 
enforced, some firms, or departments of firms, will find they are 
working at a loss and will have to reduce output or close down. The  
demand foi labour will fall 08 and unemployment nil1 begin to rise 
towards our equilibrium level, towards 560,000 or 600,000 in fact. 
I f  all prices in the home market could be sufficiently reduced, there 
would be no need for any compulsory limitation of wages, for the 
lower profits would reduce the demand for labour, and destroy the 
strength of its bargaining power. 

But it is most unlikely that any such policy of general compulsory 
reduction of prices would be successful-it would require more civil 
servants to enforce it adequately than we can possibly spare and 
inadequate enforcement would merely serve to divert resources from 
where it was enforced to where it was not, thus still further reducing 
the real income of the country. The  only sure way of achieving the 
result the unions have in mind is to go to the root of the trouble and 
deal with the underlying inflation, either by me3ns of a sufficiently 
large budget surplus, or by a reduction Ln the quantity of money and a 
conx‘quent rise in interest rates, or by a combination. of the two. 
The  resultant reduction in internal demand would achieve the desired 
effect of reducing profits on home business and sa diverting resources 
to the production of exports. It is true that by removing the excess 
demand for labour it would bring some rise in unemployment, 
though this would not need fo be prolonged for any individual. But 
this would also be the effect of existing policy, in the unlikely event 
of its being successful. If we remove the inflation itself, instead of 
merely trying to palliate its symptoms, success can be ensured. And 
on the success of whatever action is taken depends the prosperity,-and 
indeed the fives, of the people of Britain.-r~IsrENeR,Mnrch 4,1948. 
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3 
By The  Economist 

T h e  truth is that such efforts to stop up the leaking dams will 
never keep pace with the damage that inflation wreaks upon them. 
The  Government’s policy seems to them inevitably to require more 
and more control, more snooping, more cost investigations, and 
more prosecutions. Yet it could never succeed-not, at least, 
with any level of control below that of the most far-reaching totali- I 

tarian dragooning of the whole economy. I t  is much simpler, and 
incomparably less costly-whether in terms of politics or economics 
or social objectives-merely to turn down the pressure of inflation.- 
March 6, 1948. 

Writers in this Xssue 
S. P .  Chambers (1107-16) ; Governor of Lon- 
‘ c.B:, c.I.E., Director I.c.I., don School of Economics ; au- 

thor of ‘Principles of Prosper- 
ity’, etc. 

formerly. Chief of ~i~~~~~ ~ i ~ i -  
sion in British element of Control 
Commission for Germany ; Sec- 
retary of Board of- Inland earl L~~~~~ 
Revenue (1942,45). 

Member of Mr. . Seebohm 
Frank Whitson Fetter , Rowntree’s committee of 

inquiry on Gambling, whose 
comprehensive repon is now 
ready for publication. 

PH.D., Professor of Economics 
at Haverford College, Penn. ; 
formerly head of Division of 
Investment and Economic De- 

State, Washington ; author of Lecturer London School of 
‘Facing the Facts’ (1932). etc. Economics ; Secretary and 

Managing Editor of London 
F. W. Hirst and Cambridge Economic 

. velopment in the Department of F. W. Paish 

Formerly editor of. Economist Service. 
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Prohibitive, Price of Ships 
From LIVERPOOL STEAMSHIP 0 WNERS' ASSOCIATION 

a 

GRAVE warning that ship- A building costs have risen too 
high is given by the Liverpool 
Steamship Owners' Association in 
its annual report for 1947. Delivery 
of ships has becn delayed by slow ' 

supplies of certain components and 
bad work by shipbuilding labour, 
states the report. \\'hole ships 
have been held up during con- 
qtruction by failureto obtain small 
components, such as electric or 
sanitary fittings, which are bought 
from sub-contractors. Through 
shorter hours and absenteeism the ,  
total output of the shipyards is said 
to have been lowered to about 
two-thirds of the pre-war standard. 
All this drives up costs, and ship 
prices have risen to a poin: where 
new orders are not being placed and 
provisional orders are being can- 
celled. 

Some striking examples are given. 
A ,cargo liner of just over 8,000 
gross tons delivered in 1940 cost 
k369,OOO ; a comparable ship de- 
livered in May, 1947, cost ,(638,000 
and if  i t  were ordered to-day it 
would cost between A700,000 ahd 
~750,OOC-double the pre-war 

' 

figure. A fully refrigerated ship of 
10,000 tons delivered in 1938 cost 
A424,000 ; a similar one just de- 
livered is costing about ~1,000,000 
or 135 per cent. above the pre-war 
price. . A  high-class passenger ship 
cost A48 a ton before the war ; a 
similar ship to. he delivered in 
May, 1948, is expected to cost 
about LllO a ton. A small liner of 
3,000 tons built in 1939 for, the 
Mediterranean trade cost A;l04,000; 
a similar ship delivered in Decem- 
ber, 1946, cost Q O l , O O O ,  and the 
-shipyard is now quoting A360,000 
for a vessel of the same type. 

It is not surprising that the 
shipping'companies are troubled by 
the high prices at which the war 
losses of the British merchant 
marine are being made good. Not 
only does the present cost far 
exceed the compensation received 
for lost vessels, hut it is doubtful 
whether interest 'and depreciation 
on such high firstcosts can he earned 
over the usual period of twenty 
years. The  shipyards may not he 
far from pricing themselves out of 
their hest market.-From MAX- I 

CHESTER GUARDIAN, March 1, 1944. 

2 

Smokes' 
Averaged over all the cigarettes we sell (large 'and small) the duty 

cost represents nearly YO per cent. of our price to the distributive 
trade, and the remainder, which averages less than 2d. per 10 cigar- 
ettes, has to cover the cost of the tobacco, its freight, insurance, and 
storage, all manufacturing, selling, and administrative expenses, 
tnxation, and net profit.-SIR ROBERT SIXCLAIR, CHAIRMAN IMPERIAL 
TOBACCO Co. LTD. 

(Commenting dn this speech at the Company's Annual Meeting, 
THE TIMES points out that duty-paid unmanufactured tobacco is now 
more costly than silver.) k 2 3  ,' 

29 



COTTON- 
SPEARHEAD OF THE EXPORT .DRIVE 

The President'of the Board of Trade 
hus called for  cotton exports 74 per 
cent. higher than in 1947 

'MADE IN BRITAIN '-Britain's Trade 
Ambassador Overseas-is privileged to 
assist in achieving this vital target. Itself 
a supreme example of the British printer's 
art, ' MADE IN BRITAIN ' proudly proclaims 
the quality of British goods wherever 
potential customers are to be found 

. .  

TEXTILES AND WEARING APPAREL 

MADE IN BRITAIN 
WILL BE PUBLISHED I N  THE AUTUMN OF 1948 

Details of advertising sprice rind rotes obtr~ini~ble from 

~ 

CLERKE S; COCKERAN - PUBLISHERS - LTD. 
i2-78 FLEET STREET, LONDON, E.C.4 : ' CENtral 1926 



Tabloid Digest 
Power from Norway . 

B’ecause the cost of generating electricity in Norway has remained 
constant while the price of coal has risen Z t  times, long distance 
transmission of electricity from Norway is now believed to  be a 
practicable proposition. Before the war a plan was mooted to 
export a million k.w. high voltage current to Denmark and thence 
into a European grid.-INDUSTRY, March 1948. 

V.S.  Farm Labour 
“The U.S. is in need of a new influx from Europe to work on the 

land. In  the granary of the nation, to which so many other nations 
also look, the population is not only diminishing but ageing. The  
average age of a farmer in N. Dakota is already 6o.”-~OuNDlNcs, 
March. 1948. 

European Trade 
“In practice, there .can be little doubt that the development of 

intra-European trade could be promoted far more effectively by the 
more flexible means of preferential and reciprocal arrangements 
(than by a Customs Union) if only these were not forbidden or 
discouraged by the inhibitions of non-discrimination.”-THE 
ROUND T A B L E ,  March 1948. 

U.S.  Capitalism. 
“American capitalism is no longer the anarchical system that 

Marx dissected in the middle of the 19th Century. I t  is, rather, a 
controlled and guided capitalism, with the Government intervening 
in economic affairs to an extent rarely realised, and not necessarily 
on the side of Big Business.”-UNlTm NATIONS WORLD, March 
1948. 

Workers= Dollars 
Every additional worker placed in the cotton industry provides an 

export product equivalent to El,OOO worth of dollars each year. This 
sum would buy in Canada 1,050 cwt. of wheat or  73 cwt. of dried 
eggs.-Mn. NESS EDWARDS, M:P., quoted in INDUSTRY, March 1948. 

Cosf ‘of Illness. 
“In the main industries only one quarter of a day per working 

year is lost by a worker because he is out on strike. Over a fortnight 
is lost because of ill-health. Since V.E. Day, strikes have lost 
6,500,000 working days. Neurotic illness in the same period must 

No amount of 
bonhomie and backslapping between workers and management 
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~ have cost this country 72,000,000 working days. 
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can cure a national illness of such proportions as that. Management, 
however, can assist in the cure.”--Tm DIRECTOR, January 1948, 
commeniing on .“THE INCIDENCE OF NEUROSIS AMONG FACTORY 

’ WORKERS”, H.M.S.O., Is. 6d. 

The Spice Route 
The material level of modern civilisation depends on international 

finance, just as mediaeval prosperity depended on the Spice.Route. 
Government lending and the international organisations do not 
meet the need. A formula must he found which satisfies the capital, 
exporting countries without infringing the sovereignty of the borrow- 
ing countries.-PleuuE DIETGRLEN, ACTUALITE ECONOMIQU~, Feb- 

. ruary, 1948. 

Food and ‘Taxes 
While in Britain income tax is used to subsidise the cost of food, 

in’America a scheme is now put forward to levy a 15 per cent. to 20 
per cent..tax on food, compensated by a per capita income subsidy. 
This, it  is claimed, would achieve the same results as rationing 
and price control, and facilitate food shipments to Europe.-D. GALE 
JOHNSON (University of Chicago) in THE JOURNAL OF POLITICAL 
ECOXOMY, February 1948. 

c 

’ Drones in Italy 
“The average real wage in Italy is now higher than that paid prior 

‘to the \Var. . . . The  yield of labour has fallen by nearly 50 per 
cent, and the prohibition of dismissal of factory hands burdens 
the companies with useless workers ; yield will certainly not improve 
as long as there is this excess of labour with assured tenure of jobs.” 
--ITALIAN ECONOMIC SURVEY, Jarruaty io February 1948. 

Income Tax in U.S.A. 
, “Organised Labour has supported the view that’ the net income 

& is the most equitable and economic tax as applied to both indi- 
viduals and c?rporations. These taxes, together with inheritance 
taxes, are correctly referred, to as taxes which people are fortunate to 
pay, because they are‘ applied only on the basis of ability to pay.” 
H. CHRISTIAN SONNE, quofed by CONFERENCE B o w  BUSINESS 
RECORD, February 1948. 

Income Tax in France 
‘ “Let us hope that a realistic and ,courageous Minister will one day 
realise that the income tax has been the greatest psychological error 
ever made ; that it has been the cause of the material and moral 
disintegration of the country, and that its suppression would mark 
the beginning of recovery.”-JEAN CONSTANT, ACTUAL IT^ ECONO- 
MIQUE, February 1948. 
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* Sciettce. 
.WILL FINALLY CONQUER 

* Cawer- 
with YOUR help 

Send Donotions and Enquiries to :- 

BRITISH EMPIRE CANCER CAMPAIGN 
I I, GROSVENOR CRESCENT, LONDON. 5.W.I 

Teiephoic : SLOW€ 5756 



Y our bank offers a free service *at enables you to invest 

your money in National Savings Cerrificates without trouble or 

effort. Whether you want to make a block purchase.or invest 

a regular sum e v e j  month, you have only to sign a Banker's 

Order Form. The. Bank will do the rest free of charge. 

You can hold 1,000 of the new lo/- Savings Certificates- 

and they will become L650 in ten years' t ime.  With Income 
Tax at 9/- this is equivalent to a taxable investment yielding 

L4 16s. 8d. per cent. 

it is even more attractive. 

If you are paying more than 9/- in the 

Sayings Certificates are a gilt-edged investment : ask your 
Bank.Manager to tell you all about the easy way of buying them. - 

S AV €-The Bank Way 


