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Like Britain, Canada is short of dollars. 
she seeks the restoralion of niultilaterol trade. 

To ease her position 
Meanwhile her 

best ensironn~enr , would seem IO be 

A North Atlantic 
Association 

By Professor W. G. MACKINTOSH 

SINCE j937 Canada's national pro- 
ductloll has been ;~lnlost trebled 

in Caliic ;ind though the increase is 
in part due to :I rise in rices, the 
rise in real output has ,rotalily liccn 
not less tlraii two-thirds. 

I-lcr ppulntion is now not far 
short of 13 millions and is w w i n g  b rapidly both by naticrnal increase 
;ind immigration. Sincc 1937 tlie 
labour force actually a t  work has 
probalily increased by morc than 40 
per cent. ;ind output per man i n  the 
economy as a wliolc -has risen very 
substantially. 

The. two dynamic elements ex- 
panding tlie aggregate demand for 
the high volume of output hare lieen 
exports and home investment, while 
Gorernincnt spending, in contrast, 
h i s  been steadily reduced. Total 
ho,~ne investmcnr in 1948 was well 
qver thr,e,c thousand million dollars, 
about 20 per cent. of tlis gross 
natipnal expenditure, ' compnred 
with littlc mor$ than 13 pcr cent. in 
iqq7. One large block of investment 

is going into housing, municipal ser- 
vices, tclc iliones, electric power, lios- 
pitals and schools. Another part is 
gaing into thc finishing prucesscs of 
stecl and the enlargement of primary 
stcel capacity-cxport industries are 
cxtcnding their operations-new' 
ca1iaciry h a s  l iccn added for pulp and 

?WO new oil fields have been dis- 
cuvcrcd in Allicrta. The iron 
deposits of Labrador will occasion 
r m t  new invcstnicnts and may lead ' 
to the rapid dcrclopincnt of the St. 
Lawruncc watcrway. 

US. Dollar Shortage 

papy.  

The  dollar shortage lias occasioned 
great anxiety. The  reason for it 
is that in the pnst Canada has been 
an importer of capital. Since the 
war .her commitments for various 
international objects and for loans 
to Britain and Western Europe Iinvc, 
in a period of five years, amounted 
to $ 2 , ~  million. Consequently, lier 
exchange reserves fell from $1,677 
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million to $480 million. Vigorous 
action was taken to stop or slow 
down loan commitments, and im- 
ports from the U.S.A. were cut down, 
exports to the U.K. and to Europe 
were turned into cash by E.K.1'. 
;incl cxports to the U.S.A. rose 
stccply. As :I result about'half the 
cxcl1:mgc loss was rccovercd.. 

Economic Structure 
-rile export trade is of vital im- 

por:?.nce. For a large part of the 
pra!rie, provinces the growing of 
gr;i,m IS the most profitable use to 
which the  land can be put. h h c h  
of the surfncc of Canada p r o d e s  
wood. In other areas the chief 
resources arc metallic ores. A large 
iroportion of these products must 
Le cxporteil to pay for the coal and 
oil needed in the industrialized part 
of the country. The  inrlustriahzed 
areas are compnratively near the in- 
dustrial centre of the Unitcil States 
and have drawn from it technical 
assistance and many of the external 
economies of largc scale industry. 
Canadian industrialists have begun 
to think realistically of trade with 

.the United States becomin a two- 

are concerned. 
There is a eneral imprcssion that 

Cinail;i has een drawn more and 
more into the orbit of the United 
States. Up to a point this is .true, 
but the position is. in fact, more 
complex. The  decline in exports to 
the U.K. reflects not encroachment 
by the US., but a widening of mar- 
kets, both.in the Empire and else- 
where. Food exports continne to be 
a strong feature of the export trade, 
niakinx good the food deficiency in 
the U.K. and Western Europe. 
Canada's compctitive strength is in 
grain and in grain-fed livestock, 
wheat, barley, bacon and probably 
eggs. 

In , contrast, imports have been 

way trade so far as manu 8 '  acturers 

drawn mainly from the United 
Statcs-G4 pcr cent. in 1913, 65 per 
cent. in 192; and 51 per cent. in ,937. 

Sources of Canada's lmoor~s 

Destination 

But neither the United States mar- 
ket nor the Empire markets nor the 
two comhincd have in the past been 
an adequate answer to the Canadian 
export problem. Only world mar- 
kets have been sufficient. 

More Scope Needed . 
Canadians liarc heen very clcar 

that their interests, sentiment apart, 
requirc the fullcst restoration, 
economically and politically, of the 
United Kingdom and Western 
Europe. It is for this reason that 
Canada has undertaken a phcnomen- 
ally bold programme of external 
lending to the U.K. and Western 
Europe countries. Fmphasis has 
been laid on the.intcntton that the 
loans should help in the restoration 
of multilateral trade, the removal of 
discriminatory import controls and 
the ultimate establishment of .con- 
vertible currcncics. In the Canadian 
view it will )e impossible to maintain 
fit11 employment and a rising stan- 
dard of living in a world in which 
investment for a long term will be 
high. rinless there is a widespread 
freeing bf trade. If her resources are 
to be used to the full, and most effec- 
tively, Canada needs, in her external 

I 
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I 

I 
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relations. larecr scope than can be Net Balance of Canada’s U S .  Current 
afforded by cxcliisik rektions with 
thc I3ritish Comii~onwealth or the 

Account Transactions with the United 
States, 1947 and 1948. 

(millions of Canadian dollars) 

Current Account :- 
United States . . . . . .  . .  
Sterling A m  , . . . . .  .. . .  
Other countries . .  .. . .  . .  

Contributions of Offlcial Relief . . .,. - 
Capital Account :- 

1,oans to U.K. and other Governments . . 428 
74 

150 
Other capital, excluding change in official 

reSeNeS . . .. . .  .. 
Change in Official Reserves . . . . . .  

.- 

Canada’B Holdines of Gold and US. Dollars. 

dollars) 111 
r + +  

The Right Price 
If the price of a commodity is arbitrarily set by a central bureau, it might 

conceivably be where it would hove been in a free market at some place and at 
one time. If ~ o ,  it serves no purpose at that time and place. It is likely to be 
wrong at all other places.and at a11 other times because no central bureau can 
possibly master all of the differentials that B free market solves. There is no one 
piice for a commodity like potatoes. There are ljtenlly thousands of different 
prick, depending on different conditions, making up what we think of as “the 
morket.price.” And strangely enough, in a free markot, each of the many 
different prices is the “right” priccfor the given sihmtion. 

m. ill. curtire. - P m  rriies sup at 
FoouMhl(0n for IImMlnic l i d u r o l h ,  Inc. $“d g r k ,  Alar., m4D. I ,  



Canada might have balanced her trade by buying 
less f r q n  the United Stares. Insrcad she w i l l  sell 
more to the US., and buy rnore from B r i t a i n  

The Drive for . 

Expanding Trade 
By C. D. IIOWE, Minister  of Tradc and Conrmerce, Ottawa 

I: must do all in our power to W bring our trade with our two 
rincipnl customers into better 

Eal;lnce. w e  fccl strongly that this 
better balance should be xcom-  
plishcd by an expinsion of trade, 
and .not by a contraction of tr;idc. 
There arc always two ways . of 
approaching the 11r1111lem of t i  better 
balance. Onc way is by, restriction, 
whereby C;ni;ida IIIYS lccs from thc 
United- States, a n d  Britain buys less 
from Caiiadn. That  .is not our 
approach. Our basic policy is to sell 
more tu the United Statcs, and to 
buv mure from Britain. ' 

&triada, to-d;ty, is one of the lar- 
gest import markets in the world. In 
volumc of imports, it  is excccdcd 
only by your own country and by 
tlic United States. Furthermore. 
Canada is an import market that is 
growing from day to day. The valuc 
nf our imports is-now ahout four 
tili.ss that  of prc-war days, wliilc i1ic 
volunic of oui imports has more than 
~loubled. Your Government has set 
a target for British exports of 150 
per cent. of the volume of 1938. I 
may point out that  your cxporters 
have only to  rcc;ipturc their pre-war 
SI nrc 01 Canadian imports to hi:,:: 
your shipments to Canada up  to zoo 
1%' cent. of the i d o t n c  of 1938. 

tion cquilniiciit, will continue to in- 
crcasc, :is ii result of developments 
that are under way in the opening up 
of the natural resources, together 
with the ancillary derclopnicnt 
which must keep pace with such a 
pr~~grannnc .  During 1948 Canada 
Imported machinery equil)nient and 
replacement p r t s  worth LC(K) mil- 
lion from the United States, but only 
j7 million worth from the United 
Kingdom. Here is a fruitful field in 
which we would pelconic greater 
activity on your pnrt. Here is a 
largely expanded nxirkct wide open 
10 I3ritish exporters. 

Our l)rohlcm is io iiarros the ~ n p  
of some j75 million to j i o o  million 
i n  our trade with the sterling arcs; a 
g i p  that is to-da covcrcd hy the 

grants and loans. As the great bulk 
of the world's trade is still in primary 
foodstuffs and  riiw materials. and as 
this class of goods rcprcscnts thc 
major part of our exports to you, I 
think you will agree that it IS un- 
realistic to hopc that you can make 
111) the difference by the cxpnnsion 
of your sales to us of manufactured 
goods alone. The Canadian market 
alone holds no less potential for 
nrimarv materials from vour coloni;il 

tcmporary cxpcc i: Leiit of special 

.Ireas  an. for ~n: inuf ic turc~~ pro- * 
ducts from the Unitcd .KinEdom Ikitish exports consist largely of 

In;inufacturccI gooils. Canada is itself. I Suggest that it can orhy 11e , 
to-day among thc principal. impor-, hy an  expansion, of such iradc with '. 
tcrs of manufactured goods.. O u r  . the Western 1-Iemisl)here that there 
imports of capital goods. and prodtic-.. . can be.any rei1 hope of the sterling 

Prom an oddrea i n  illmdon Uouae, hmfon!  ?re" 2, 1040. 434 :...,. <' .. , 

', 
. . . 
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arcii being able to bdiincc its 
accniints with the dollar area, except 
11y contiiiiiing ii policy of rcstriction. 

Tlicrcforc, I hopc that this same 
drive for exports to Canarla, and 10 
the dollar area, from colaiiiiil ;incl 
other Comnionwcalth arcas, will IIC 
made coin )ar.ihlc with the drive for 
exports ok' tiic United Kingdom 
itself. I rcalizc th;it suppl 4iartagcs 
; i i ic i  ilivcrgent price K e ~ s  arc 
olistacles in this field, but should the 
C;inadieii market lie left ro other 
suppliers iintil the puriod of shor- 
tagcs has pnsscd, rcscnt oppor- 
timitics may be lost tJ) or all timc. 

Therc is an inevitable tcndcncy 
fnr countries that, through circum- 
stiiiiccs, caiinot for tlic prcscnt pcr- 
niit unlimited im orts from dollar 
countries, to trat 7 e among them- 
selves, thercby briilding up a high 
cost area with which others can wade 
only with difficiilty, or in the cx- 
trcinc, not at  all. It niiist bc acknow- 
ledgcd t h a t  thcrc ;ire situations in 
which goods must be supplied with- 
out much rcgnrd to what is received 
in cxchmgc. In rliesc circumstances, 

* 

C. D. HOWE 
anything reccivei in pnyincnt is of 
riiluc. irrcspcctirc oi the aiiparcnt 
Iricc. The danger is that these jus- [. rifiable cases may set a pnttcrn of 
international trade by which littlc or 
no consideration is given to the mat- 
tcr of cost or cconomic efficiency. 

* *  
Cost of Insurance Against War 

The followim~ figurcs are the latest available for one year. Some refer to the 
year just ending; others ace estimated budgets for the forthcoming fiscal year : 
DEFESCE ExiwwiTunn OF T I I E  WEsrans EunoimN Couwmm AND TITE U.S.A. 
coMmm) WITH TOTAL GOVIIRSM~ST E x w N o n u i m  (in millions of national 

C"rR"Cy). 

Country Total Budget ' Defence Budget % of Total 
U.S.A. . .  . .  541.800.0 813,200.0 34.0 
I3ritain . . .. C3.300.0 E759.8 23.0 
France . . . . Fn. 1,870,000.0 Frs. 350,000.0 18.7 
Belgium . . . .  Frs. 71,584.0 Frs. 6,800.0 9.5 
Holland . . .. Glds. 3,500.0 Glds. 1.000.0. 30.0 

. '  Denmark . . . .  Kn. 1.771.0 Krs. 308.6 17.4 
Nomay . .  .. Krs. 2,521.0 Krs. 259.2 10.3 
.Italy.. ' ' . . ' . . L i n  1,087,000.0 Lira 256,315.0 23.6, 
Turkey . .  .. Lira 1.243.5 Lira 307.0 24.6 
Canada . .  .. . 52,217.0 8375.0 16.9 

The Greek military budget includes about 3 7 5  million from American 
funds,, with the Greek Government contributing somewhat less than the 

-From The Sldirl, ladbn, April 23, l&Q. 
' ' equivalent amount in drachma. 
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Europe and her 
Overseas Interests 

By Professor S. H. FRANKEL 

A study of the  imnpnrtunce for  Wesrorn Union of her O V C ~ S ~ U S  Dominions, 
Colonies and Dependericies, by the Professor of Colonial Economic Afairs ,  

Nufield College, Oxford 

%IS memorandum deals with ccr- 1 tain aspects of the economic 
relations. between European coun- 
tries which might take part in' a 
Western Union ,and their. owrseas 
dominions, colonies a h d  . depen- 
dencies. 

Its purpose is to examine some of 
the fundamental structural cconomic 
relationships between the European 
econoiny and that of the peripheral 
regipns of the world, to which it was 
originally. and continues to be, 

When examined from this point 
of view. the problem of Western 
economic,union is seen to be a prob- 
lem not o f  inventin new economic 
relationships. but oBre-csrablis,~ing, 
or of preventing further disintegra- 
tion of. tliosc on which Europe's 
unique position in the evolvrng 
worlrl&onomy of the  19th and first 
decailc of the zorh century was 
originally built. 

Lord Keyncs (in "'The Economic 
Conscqucnces of the Peace") em- 
phasized the mutual interdepen- 
dence of the economic activities of 
thc European peoples. Equally im- 
portant b y  this ' time was their 
dependence upon the expandin 
iicripheral regions of 'the w o r d  
Statistics do not adequately bring 
oiit. this. intcrdcpendence. 

A close study of the economic his- 
rory and development of Europe 

mutu;llly adapted. 

shows that its economy was based on 
rogressivc structural spccialization. 

!he derelopmcnt of the colonial and 
associated territories was an integral 
part of that close-knit process. 

This devclopiiient was not 
mechanical. It partook rather of the 
nature of an 'oignnicslly growing 
system of institutional, personal and 
economic relationships. 

For example, one of the distin- 
guishing fentiires of the European 
economy from 1870 to 1914 was the 
vast export of capital to the overseas 
world. But the power of the 
European economy to accumulate 
this capital, and to invest so large a 
pnrt of the accumulation abroad, 
rested to a far greater extent than is 
usua!ly realizcd 011 the receipt by 
ISiirope of cheap food and raw 
materials from the peripheral areas 
o~crscas.  Thus, real COSIS in Europe 
were lowercd and this. in turn, 
enaliled further ovcr~eas investment 
and the association of still other 
economically fertile regions with the 
European economy. 

In the same way, although the 
United Kingdom was by far the most 
important source of these capital ex- 
pnrts, it woiilcl he fallacious to 
assume that this British capital 
accumulation resulted from the 
efforts of the British economy alone. 
On the contrary, Britain, which had 
bv investments on the Continent in 
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the midkllc of the 19th century, 
brought large areas of it into the in- 
dustrial nrhir of the dcvclopini: world 
economy, later drew from these Con- 
tinental countries, thcmsclrcs coil- 
sumcrs and producers, goods which 
now, in thC fourth quarter of the 
century, assisted Britain to specialize 
in the supply of the c q i t a l  .goods 
re( uired by her 1)ominions and 
d o n i e s  ancl [lie tropical rcgions of 
the world. 

In turn, of course, the other coun- 
tries of Europe, in the process of 
their further industrial dcvclnpment, 
imported from Britain a wide range 
of commodities and, i n  pwticular, of 
capital gnoils. It cim he said of a11 
the main industrial countries of 
Europe together, a s  it was said of 
Great liritain alone, that im- 
mediately prior to the first world 
war, they took the whole of the out- 
side w?rltl as the licld of o qnrtunity 
n n c ~ ,  in so doing. p r o p e d  that out- 
side world into the stream of history 
:ilong which Europe movcd. The 
movement o f  European capital to 
other lands was one of the shaping 
forccs of Europe’s cconomic struc- 
ture and political destiny-steadily 
“turning men’s thoughts outwards, 
making its own chains of cnnnexioi?, 
of cause and effect.“ (Herbert Feis: 
“Europe: The World’s Banker.”) 

For example. the share of the Em- 
pire in h i t i i n ’ s  imports of food- 
s t i i f f s  grew from 17.4 per cent. in 
iSh0 to 47 pcr cent. i n  1913 and to 
43.3 per cent. in 1934: the correspon- 
ding percentages for imports of ran’ 
materials were (for the same years), 
31.9 per cent., 7.8 per cent. and 31.9 
‘per cent. 

Intra-trade of industrial Europe 
grew at a much slower rate than its 
trade with the outside world. Trade 
barriers have iinrlermincd that co- 
operant activity within Europe 011 

which so large a p y t  of its cconotnic 
Icatlership was originally Bascil. This 
2 9  

tcndc’ncy Iias been intensified since 
the war. 

Implications of Ties , 

The economic activities of Europe 
itself have been adapted .to those of 
its dcvcloping parts ovcrseas. The  
overseas economies have in tiirn 
;idapted themselves to the develop- 
ing European economic structure. 
ln conscquencc, ir is fallacious to 
assunic that any one national 
economy of Europc can be artificially 
isolated froin any oilier part, with- 
out doing injury to the European 
economy as a whole, and t~ its over- 
seas dominions a n d  colonies. I t  is 
equally fallacious to assume that 
the lines of isolarion can instead be 
iractiscd by empires-for example, 

France or Britain, and their over- 
scas territories-without doing in- 
jury to the rest of the European and 
extra-European economy. Finally, 
it  is fallacious to assume that any 
one of the overseas regions-for 
example, the British Dominions- 
c a n  isolate their cconoinies without 
equally detrimental effects on the 
I,road cconoinic structure out of 
which they have grown. 

It is precisely bccausc of the grow 
ing realization that a n  increase in 
intra-Enipiry trade (brought about 
by restrictive practices such as 
quotas, tariffs or preferences) might 
1c;d to a rise in costs both i n  the 
United Kingdom and . i n  the 
Doniinions ; ~ n d  might reduce their 
economic efficitncy a s  a whole, that 
the 0tt;iwa agreements were viewed 
with incrmsing scepticism before the 
war.. It was rcalizccl that the 
Dominions arc still largely specializ- 
ing i n  the supply of a limited range 
of ~ X ~ C J I C S  ancl that h e y  can only 
raise their prn(1:ictirity by obtaining 
wider markers and  not by narrowing 
them. In order to obtain wider mar- 
kets, they hai’e’iri reality to meet thc 
sitme problem as the United King- 

. .  

& 

. 
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doni which, in order to obtain 'those 
markets, has to increase its trade 
with foreign countries. 

Nevertheless, it docs not follow 
that ccnrrifugal . economic move- 
ments will not. or should not, take 
p$x in the European and extra- 
Luropcmi C<J1ilpk!X of economies. 
They, itre olwiously taking place all 
the time. Some of these tendencies 
are tlic result of thc natural erolu- 
tion of economic processes which 
en;iblc the growth of particular in- 
dustries in regions where this was 
previously not possible, because thc 
economy of those regions has 
reached a ncw stage of development. 
Processing industries, for cx:rmplc, 
~levelop as  and when sufficient local 
or specialized foreign markets iirc 
csablishcd. There is, therefore, a 
tendency in a developing region for 
increased sclf-sufficienc in sonic 
ciircctions ancl lesser serf-suficiency 
i n  othcrs. 

Overseas Markets Essential 
Only in thosc cases where circuin- 

stances (e.g., 'population density in 
relation to resources) enable the 
growth of a large internal market 
will considerable development and 
track outwards, towards foreign mar- 
kcts, and awSy from the confines of 
historical and po1itic;il houndaries, 
not be necessary. , Hnwe,ver, even in 
such cases (e.g., the United States) 
the stage will be reached when the 
home economy finds it necessary tn 
make new contacts through the 
development of markcts both for ex- 
ports to, and imports from, abroad. 

Thc  popular demands for greater 
self-sufficiency io the Dominions and 
somc of the colonies ma be seen 

reality. That  background. of course, 
dncs not eliminate popular demands 
for isolationist or protective policies. 
Some of these are, in fact. inspired 
hy real fears that pnst links will in 

agiinst this background o Y economic 

'fact be broken, and thus'thcy en- 
clcavour to guard their cconomies + 
against the ill-effects of such an 
;inticipatcd e ~ e n t .  Thus, in many /I of the British Dominions there is a 
clcni;ind for so-called strategic indus: .: 
tries which will result in heavy ex- ' 

cess cnsts on the economics con- 
cerned. Such demands might not ' 

be made if the economies had more 
confidence in the possibility of main- 
taining old lines of world commerce. 

These forces making for economic 
isolation are, of course, reinforced 
by wsted interests which oppose any, 
dcrelopmcnts that  might hare  the 
effect of re-establisliing freer 1, 
economic relations, or which press 
for .particular ;idrantages through 
xotcctivc or rcstrictivc measures 

Liicli  bear no relation to tlie real 
needs of their economics or the wel- 
fare of their communities. Ncvcrthe- ' 

less, one niust also take note. of the . ! 
f x t  that the influence of protective 
legislation, preferences, and the like, 
has bccn far smaller than the fun- , 
damcntal structiiral factors which , 
have moulded thc devclopnicnt of L 
the Dominions and Colonies in 
relation to I.:urope. 

T h e  fact is that. broadly speaking, 
Europc has supplied to the develop- 
ing regions capital goods a n d  types 
of consumer' goods, which those 
regions could not produce econo- 
niically. Even when the "peripheral 
regions" dcreloped manufacturing 
industries of their own, rhis basic 
division nf 1;ibour between them and 
Europe did not end, and indeed 
there was no reason to.cxpect that 
it worild end the opportunities for 
further specialized trade. .On the 
contrary, Europe's exports of capital 
to the clc\~eloping regions can be ,. 
said tu hare  fitted them for even 
greater deiiiands for capital goods 
and specialized types of. consnmer 
goods as their economies developed. 

Similarly, in thc past, the rising 

i! 
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standarils of living in metropolitan 
countriis ilcviAoped markets in them 
for inorc ... :i i icl-  not 1 less of the 
specializc'il raw m;iterials and food- 
stulk ' of. the Ilcwl~dcrcloping 
recions. 

European Union Essential 
, . I t  wilI,.tIicref"r~;,bc apparent that 
the fundamental.' ~iroblcni which 
now faces ii Europe shattcrcd by wir 
for the second time is that she suffers 
not only f f i y i .  tlic destruction of 
war, hut that ' ,shi-lias lost iriuch of 
that ccononiic +ty (and ' consc- 
qucntly -regional . cfficiency) from 
which firm springboard were 
dcvelolicil the cconi)niic highways to 
the criplieriil rcgions on which so 
in-ucl: :of I<urope's economic strengtli 
in. the past i lependd, and on which 
it niust  in tlic future again he s o  
largely based. . ' 

Closer economic union between the 
Ihiopean' countries is a necessity, in 
order t o  make it possible for. her to 
continue to receive tlie raw materials 
and food stiiffs.-ahicli she requires 
to regain. the ecwiomic well be in^ of 
her pe~~ples.  Insofar as she fails to 
re-establish. closcr economic union 
and co-operant specialization . be- 
tween the industrial countries of 
Western Europe, she will he unable 
to supply the capital and  specialized 
consumers goods for which her 
ilnminions iind colonies are crying 
out for ilicir fiirther dcvclopmcnt. 

1 he Dominions and Colonies can- 
not  Cisily (and certainly not without 
w r y  great p i n s  of readjustment) 
switch tlvir exliort industries to 
other markets, just as Europe cannot 
do so.' This is nccess:irily so, because 
these channels clid not grow up hap- 
hxzarilly in thc first place. 

I n  this conncxion, the, full sig- 
nificance of thc towering economic 
strength of America. insofar as it 
affects rhe relations of Europe to her'  
overseas associated territories, is not 

. . .  . .  

I. 

~ % c  
a l w y  appreciated. For it is.often 
overlobkcd thit ' the U.S.A.. alonc'can: ': 
not satisfy fully' all .the diverbe:de-: 
mands of Euro e's dominions .and : 

other dcvcloping regions of the' 
world) for the specialized capital and 
consliincr goods imports which t lyy 

One IS tempted.toput this point i n '  
another way, and 'say that ..the" 
Dominions 'and Colonies and other 
deseloping regions require the resusii 
tatiomof a Strong European economy. 
and that AmeriCtii investments , i n . ,  
and special aid to Euro le are there2 

be tlie quickest way in which their 
needs can he met. 

Through this 'rehuilding of ' the 
ecmornic arsenal of Europe, not only 
will Etiropelowrscas associated tei- 
ritories be supplied with the urgent' 
reqiiircmcnts for their dsvelopmknt, 
hot the U.S.A. itself will.be assured 
of tlie incre:ising supplies of 'mineral 
and other raw material imports 
which its rising living standards will 
necessitate. 

colonies (as we1 P as those. of 'all.ttic:) 

will require. ... 

fore likely (in a peace l ul world) to 

. .  . .  
. Africa and Asia , 

There is every rpason to believe 
that tlic large under-developed 
rcgions inhabited by African; and 
Asiatic peoples are at  last entering, 
upon the economic heritage of the 
modern world. The economic de- 
velopment of these under-developed 
areas (both b y  new methods of 
agriciilturc and hv industrialization) , 
is likely to pro&e a tremendous 
market for capital goods and 
spccinlized . constitner goods from 
both the older and younger indus- 
trialized countries of the world. 

In order , that  Western Europe 
should be able to play a .significant , 

part in this dcvklopment of colonial 
and economically relatively back- 
ward areas of' the world. it will be 
esscntid for her ~o lie highly cam- .: 
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440 . T H E  ECONOMIC DIGEST 

T h e  more so because she E:?:: both her political hegemony 
over lar e parts of her colonial em- 
pue, an % her economic hegemony as 
the only source of capital exports. 

Coneluaions 

(a) As regards the form that the 
union might take, the preceding 
analysis supports Mr. Lovcday’s con- 
clusion “that the union will not and 
cannot constitute an economic unit 
in the sense that the Swiss Federa- 

, tion, German Zollverein or the 
U.S.A. are economic units.” 

(b) Insistence on freedom of 
diversity and on welding new links 
with the wider world is likely to have 
a greater inffuence on their practical 
policies than ever before. 

(c) The  associated territories of 
Euro e may possibly be persuaded 
to acipt-as a stef towards greater 
multilateral work trade-a tariff 
truce and a two-line tariff, as sug- 
gested by Mr. Loveday. 

(4 The  extent to which the in- 
dividual dominions and self-iovern- 
ing associated territories will be pre- 
pared to enter into the arrangements 
referred to in the preceding para- 

graph cannot .be forecast. It can, 
however, be stated with far greater 
certainty in view of the preceding 
analysis, that these territories are not 
likely to slipport any union whose 
purpose is to increase the existing 
tarif level against foreign countries 
whose financial support or trade is 
important for the economic develop- 
ment of the associated overseas ter- 
ritories. 

(e) In this connexion. as Sir 
Arthur Salter remarked some years 
ago, “the sta,bility of tariff arrauge- 
inents is likely to he more im ortant 

levels.” 
(fj In the last resort, it would 

seem that the decisive factor in the 
relations between Europe and its 
associated overseas territories will .be 
the extent to which the individual 
countries of Europe can and will 
eliminate barriers to closer economic 
co-operation between themselves. 
The  centripetal or centrifugal movc- 
ments of the associated territories. 
to or away from Europe, will depend 
largely on the inner strength and 
consequent economic power of 
Europe itself. 

in the long run than their a !i solute 

r r r  
Proposal for International Building Society 

The  I .L.0 .  Congress (Rome, March, 1949). which received the report on 
housing set up a sub-committee to consider Instability of 13mployment. Thc  
sub-committee reported that instability of employment in the construction 
industries could best be avoided by means of large housing programmes. I t  
recognised that in many countries such P programme was impossible to realise 
because of the lack of the necessary cnpitul. The sub-committee therefore 
recommended to the governing body of the I.L.O. that it should examine the 
possibility of establishing. under control of the International Bank for Recon- 
stmetion and Development. an International Institute for Building Loans. 
The function of this Institute would be to collect private savings with B view 
to issue of mortgage loans, especially among those in the lower income groups. 
I t  PISO emerged at the Confer?nce that (as at the end of 1947) the cost of 
dwelling houses in the United States had increased 106.7 per cent. since 1939. 
In other countries the costs had advanced as follows : Austnlia, 80 to 85 per 
cent.: Canada. 110 to 125 per cmt.;-Great Britain, 130 per cent.: Netherlands. 
350 per cent.; Sweden, 153.2 per cent. 

--Pm The Iltrildn, Apri l .  1010, and Cornmm? ll’wkly. Apri l ,  1040. 
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FIRST AID FOR .BELGIAN EXPORTS 
OME details have been released of 

’ s a new move by the Belgian 
Government to finance exports. 

This scheme, which was in effect 
an extension of one authorized n 
year ago permitting foreign residents 
in Belgium to bring in Belgian cur- 
rency purchased on the so-called 
“free” markets abroad, took the form 
of the granting of permission for 
free import;ition of Belgian n o m  
into the country. 

This exchange conccssioh is avail- 
able only if the notes are imported 
through hanking chaniiels. 

Bank notes imported otherwise 
(for example, by the owner, or 
through the post) cannot he used to 
pay for exports from Belgium. They 
can be paid into a “Capital Account” 
with a Belgian hank, however, and 
used for capital investment or for 
personal spending in Belgium. 

Balances in,Notc Accounts will be 
transferable. but subject on transfer 
to the same .limitations r e g d i n g  
their use. The  essential provision of 
the new regulation is that evidence 
of payment from a Note Account 
will lie accepted as satisfying the 
exporter’s obligation to surrender 
the ciirrcncy proceeds of goods cx- 
ported. 

T h e  new regulation is described as 

experimental in the first instance, a 
measure for the relief of unemploy- 
ment. Its cffect will, of course, be 
to absorb the floating supply of Bel- 
gian bank notes in other countries. 

When these are exhausted, the 
only. notes available for purchase 
will be those which are either illicitly 
exported from Bclgium or which arc 
dishoarded in other countries. 

There has lately been some move- 
nient awn from the Belgian franc 
through ‘?ice” market channels. The  
q,uotation for thc US.  dollar had 
risen from 50% Belgian francs last 
Norernber to 55% Belgian francs 
iinincdiately before the new regula- 
tion was introduced. In the same 

criod the quotation for the Swiss 
Lanc hacl risen from 12% to 13% 
Belfan francs. 

I there IS a continuation of the 
capital movements and dishoarding 
which led CO this, the new regulation 
may amount to a de facto devalution 
of the Belgian franc to a point nearer ’ . 
to its purchasing power parity with 
othei currencies than is represented 
by the official quotation. The  Bel- . 
gian export trade will get the benefit 
of the change without there being 
any serious call on the National 
Bank’s ample reserves .of gold and 
forcien currencies. 

U 

rmrn P ~ ~ ~ ~ M  T~W. n m .  i ~ o .  

* * *  
U.K. National Income 1949 Figures 

I .  

By oversight the matter printed on pages 344/5 ofEconomic Digesl for April. 
1949 was published without permission, and ascribed to the Oxford lnrtitute of 
Statistics which in fact has no responsibility for the estimates. We are told that 
the figures were ofvnlue only when they ,were first published in February Inst. 
and rendered out of date. by the National Income White Paper which was 
published n few days after our April number appeared. In the circumstances 
permission to republish would not have been given, and we apologise far the 
mistake. -Editor, 

11 2 9 c  44’ 
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HEkLTH SERVICE COSTS Nearly the 
whole.of this (Health) service is borne by 
general taxation, leaving but P small  fraction 
to came from the National Insurance fund. 
Of an.insured man's contribution of 49. 
l l d .  P week, under the National Insurance 
scheme only 86d:gaes'towilrds the cost of 
the health service; the other 4s. 24d. i i  to 
wver him for cash benefits, retirem.ent, 
iidows' pensions, unemployment benefit 
and so on. Even if no use whatever is 
made of the National Health Service, the 
value ofthe pension and other cash benefits 
provide? gives the contributor n good 
return on what he lias paid. 

.Lord MacDanold (Paymoder General) 
House of Lords. May I O i h ,  1949: 

DEVALUATION UNTIMELY I t  is 
the tendency for the dollar to become 
undervalued rnther than any overvaluntion 
of sterling which in some cases makes our 
prices' uncompetitive in North Anirrican 
markets, coupled with the existence 01 
high United States and, to n lesser extent, 
Canadian tariff bnrriers to lJuropeni goods. 
I t  would be foolish in the extreme to run 
the risk of increasinz the C O S ~  of our 
imports and reducing the foreign exchange 
return of our exports over the whole trade 
field merely in the hope of <lealing with 
these difficulties in n year in which our 
dollar problem is being taken care ,of by 
the ELropean llecovery Programme. 

TheSfotirt, Mar. 19, 1949. 

US.' INDUSTRIAL RESERVE .Indus- 
trial plants and equipment maintained in 
reserve by the U.S. Government m P 
security memure now include 236 manu- 
facturing establishments nnd thousands 
of machine and production equipment 
Items. Reporting to Congress on Mar. 
31, on beholf of the Defence Secretary, 
the U.S. Munitions Board said that in 
addition to those facilities there are also 
some ;I50 \\'odd War I1  plants that are 
being held in military reserve and more 
than 500 othen haw been sold or lensed 
and are still pmducing essentinl defence 
products. All of those were oriRinally 
built. with governmental financiul aid. 
The Government's industrid reserve 
nucleus takes in facilities leased, sold or 
held for sale under the stipulation that they 
be maintained to ensure their readiness for 
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recdnversion to war production in ev&t 
of a national emergency. Machine twls 
and industrid production equipment are 
stored for Similar emergency USC. 

US. N ~ , S  service, Apii! I ,  1949. 

FRENCH UNDERTAXED? it is il am- 
. . .  . . :e 

mon sport of the British to argue that the 
French are not sufficiently taxed: Officials 
in Paris reply that a comparison between 
French and British official evaluations is 
not a reliable guide, as the-methods of 
cnlculation differ profoundly in the WO 

countrie8. ' Besides, revenue a head in 
France is about bne-third smaller than in 
Britain; and this reduces the taxable margin. 
Though PD unhealth? and wasteful prac- 
tice, tax evasion does not necessarily 
indicate that the Store fails to recover its 
due share of the national revenue. How- 
ever much the French ma) feel that their 
economy is on the mend,' last year's 
progress could not have be& achieved 
without over 81,000,000,000 worth of free 
imports. The man in the street is at  last 
waking up to this-thanks partly to the 
propaganda against the Marshall plan. 
When he has grasped all its implications, 
and is ready to act accordingly. then the 
complete recovery of France will, the 
contingency of war apart, be swift and sure, 

The Timer, April 4, 1949.. ... 
S.A. LANGUAGE CENSUS The result 
of the 1946 census of languages spoken 
by Europeans in the Union of South 

I Africa was : 

Afrikaans . ;. 1,358.000 (57%) 
13nglish . . . . 932,000 (39 %) 
Dutch , . . . 6,000 
Other Languages 49,000 

By'Provinces the significant figures were: 

A/rikonnr English 
Transvaal . .  . . 620.000 397,000 
Cape Province . . 512,000 337,000 
Natal . . .. 51,000 175.000 
Orange Free State 175,000 23,000 

the European population speaking both 
lnnyuoges has risen from 1,147.000 (57%) 
to 1,443,000 (61 %). 

Cope Times, Prcloria, 

Since the 1936 census the percentage of 

DE. 24. 1948. 
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MILL AND WORKERS EMIGRATE 
Fine woollen suitings, made dn English 
specifications, are to be produced in 
Australia, nnd should nppear'early, h.1949; 
announced the managing director of 
Dundas Wwllrn Mills, FI subsidiary com- 
pany of John Vicars & Co., I;td.,Jvho plan 
to bring married mill workers and their 

,families to Australia. They are col- 
laborating with the Australian Government, 
who have undertaken a housing scheme in 
Sydney, where 70 homes are to be built for 
immigrant workers. Dundas Woollen Mills 
are producing the cloth in nsocistion with 
G!edhill Bros., I.td.. of Huddersfield, and, 
prior to this new plan, this type of cloth 
has been made only in-England, from the 
best Australian wool. I n  future, the cloth 
mnnufaciurrd in Australia is intended for 
the domestic and New Zealand murkrts. 

Tlrinki% Ahead, London, 
APd,  1949. 

.I. 

P~EVENTING METAL CORROSION 
Important development in the prevention 
of corro~ion i s  described by Dr. W. 13. I. 
V e r n o n  of  t h c c h e m i c n l  R e s e a r c h  
Lnboratory of the Depnrtment of Scientific 
and Industrial Research. The develop- 

'mrnt of sodium benzoate as an inhibitor 
originated in war-time work on anti-freeze 
solutions for use in the cooling Systems of 
automobile engines. It was discovered 
that while it is a n  effective anti-freeze ogent 
it also ~ O S S ~ S S ~ S  the oustanding property, 
when added in small proportions to solution 
of glycerine or glycol. of inhibiting the 
corrosion of metuls in the cooling system. 
Work at the Chemiwl Research Laboratory 
has applied this discovery to impregnating 
the wrapping material with sodium ben- 
zoate. Steel specimens in these wraps 
remain bright in conditions of high 
humidity, even if thb wrapping becomes 
soaked with precipitated moisture. Sodium 
benzoate is a "snfc" inhibitor. that is, 
i f  the concentrntion falls below the 
inhibiting percentage it does not .induce 
eorro~ion and localized pitting. Other 
advantages are its compntibility with other 
organic substances and its power of 
resisting A d d  growth, particularly useful 
in tropical climates. 

Bdord qfTrpdcJournal, Mor. 5, 1949. . .; 
COMPULSORY RETIREMENT AGES 
The age. of.  retirement in the case of 
manufacturing industries, building and 

. .  
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road transport is usually 65 for men, but 
for women the most usual age i s  60, though 
in B numberrof cmes i t  is 55 or 65. In 

, clerical.employments. also, t he  "dual age 
is 65 for men, but for wamen it is usually 
55 or 60. I n  the distributive trades most 
of the schemes covered by the returns 
provide for iretiring age at 65 for men and 
60 or 65 far women. 

Ministry of Lobour Goaette, 
A p d ,  1949. ... 

ALL ABOARD FOR SAMOA Noting 
that only sixty Samoans earned more than 
E200 yea;, Victor D. Carpio, U.N. 
Representative of the Philippines wondered 
whv their salaries were so small. Mr. 
Ga t t an  (New Zealand) stated that there 
could scarcely be more than 3,000 wage- 
earners in the entire territory, of wham 
less than half were Samoans. For the 
most part, he said, the peaple relied on a 
subsistence economy' for their livelihood, 
growing the& own food on their'own land, 
and fishing in the sea and rivers. From 
the sale of their copra and cocoa they were 
able td buy a11 the imported foodstuffs and 
clothing they needed, and nlso contribute 
to churches and any social activitirs'which 
they enjoyed. 

Rightly or wrongly the Samoans felt 
that they possessed n great udvantoge over 
Europeans in the matter of "money 
economy;' Mr. Gnttan declared. T h e  
depressionr.af the 1930's. for instance, had 
little effect on them, save for denying them 
certain imported articles. Them was no 
such thing in Samoan society as poverty, 
as it was understood in the West and, 
although Samoans conceded the value of 
such things as canned goods, ships and 
planes, they still felt that their own way of 
life was vastly superior to the European way. 

U.N.  Bulletin, Hpril, 1949. ... 
FAIR SHARES? Reporting on United 
Nations Fund for Palestint Refugees on 
March 17. the Secretary General reported 
that n total ofjust over $14 million had been 
received (towards $32 million asked for). 
Of this U S A .  had contributed $8,000,000, 
the United Kingdom 53,629,032, The 
next two in the list were Canada 8726,000, 
Indonesia $514,000, Belgium .$432,000, 
Sweden $270,051, and France $233,100. 
The number of refugees had risen to 
750,000. . .  



Towards a Customs Union 
Some answers f o  the problerns i n  Wesferri Europe ore pur 

forward i n  o rhree-purr niemorandunt by 

ALEXANDER LOVEDAY 
Fellow of Nufield College, Oxford 

' I-INTRODUCTION' ' 

. 

It is 'assumed i n  this memoran- 
dum that the ultirnnre purpose of 
Western Union is a union and not 
incrcly a system of co-operntion 
amongst wholly independent States. 
.This iniphcs in the economic field 
that the goal is some form of Cus: 
toms Union and not a preferential 
systcm, though a preferential system 
may I x  a necessary step towards that 
goal. It is not assumed, howewr, 
that the final Union niust,or can be 

cx;ictly similar in form to those 
which liavc hccn constituted in the 

Thc  csscntial characteristics of a 
Customs Union arc two: 

(a) Thc existence of a common 
tariff (and a common policy concern- 
ing qusntitatire rcstrictions) towards 
States outside the Union. 

(b)  , T h e  abolirion of duties (and 
quantiiativc restrictions) on trade 
among parties to the Union. 

[YdSt. 

11-SOME GENERAL CONSIDERATIONS 
Gains and Losses under a Customs Union 

I .  Iliflerciices in Tarifl Lcvels. . collectively necessitate the formula- 
A llew t:,riff a c~~~~~~ tion of some new principle of union. 

Union will illeritably be higher than Adjustment of industrial tariffs 
SoInC of he ;Incl lower presents dilfercnt problems. A slight 
than others. clevaluation of the currencies in the 

Agriculturalists in countries w11ere high-cost countrics whosc tariffs' arc 
tariffs are rctluccd will sltffer an  to be lowcred may soften the neccs- 
initi;l] loss and, if proL~uction jn tllc sary adjustment and also benefit the 
,jtller of the Union cannot countries whosc tariffs wcrc lower 
be increased, in the than the new common tariff; the lat- 
Union as a whole is bound to.suffer. fer countries are 

svatcgic as as economic r e a ~ ~ l l S  markets and their cost structure will 
which are, likely to render her quite then bc less likely to bc forced II by 

' &,,,don the opcning of tlie former's mar!ets. 
'p,rotcction, and agricultural protec- .A number of qvcn Wcstcrn 
tion of one form or another in a European countries suffer from a 
n u m k r  of Western European coun- partially concealed.qoasi-permarlent 
tries is likely to constitute one of the unemployment in agriculturc, which 
two or thrce inevitable derogations tends a t  the same time to depress 
from a perfect Customs Union which their industrial wages. They suffer 
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In  the case of Europe, there arc dependent than the 

Surnmoriird fmn Rlparl prmwcd lor Ur 
8:c,,mir I . P ~ ~ W  10, ~umpeon c ~ . o ~ r r u l i o n .  dpril 20, i o i o .  
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in fact Coin a lack of capital for 
development. 

It is probable that the richer coun- 
tries wlll attempt in the first instance 
to defend themselves against the 
threatened competition by imposing 
impediinents on the free movement 
of labour, either by Government or 
trades' union action. 

The European members of Wes- 
tern Union will be, in the first in- 
stance a t  any rate, predominantly 
industrial States able to satisfy the 
greater part of their own industrial 
needs and incapable of satisfying 
fully their requirements of almost 
any raw materials and large1 de en 

food sup ly . It follows, therefore, 
that in tl!e ;,se of industrial goods 
the impact of the preferences 
gran,ted will be sharp, the chances of 
considerable benefit from lower costs 
ultimately resulting will he good. 
In the case of foodstuffs the effect 
on price will depend on whether the 
Empires are incorporated in the 
Union and on the willingness of 
European countries to abandon their 
agricultural protection, questions 

. 

dent on overseas countries r or t \ . -  eir 

which are discussed below. On raw 
miterials, which are and are likely 
to continue to be admitted free of 
duty, the Union will have little or no 
influence. 

2.  The Raw Materials Problem. 
The  ma'or difficulty with which 

most of the countries of Western 
Europe arc faced is to acquire 
through export the raw materials- 
and in some instances the foodstuffs 
they require. This has led certain 
of them to control the purchase of 
raw materials, allotting them to 
firms in proportion to the exports of 
manufactured goods made h those 
firms. This policy implies a dezberate 
diversion of trade towards the coun- 
tries in which the raw materials (and 
foodstuffs) can be procured and away 
therefore from the probable mem- 
bers of a Western Euro can Union. 

from $e Union and until the whole 
volume of world trade has 
increased, the maintenance o some 
such polic by individual members 
of the &ion is likely to be 
demanded. 

I t  is e uivalent to a pre P erence away 

BreatIy 

II-STEPS TOWARDS CUSTOMS UNION 
+ Rntificarion of existing connec- This will be effected at first largely 

.tiom for fxilitation of trade, etc. by bilateral negotiations, because of + Restoration of budgetary q u i -  price-level discrepancies. Gradually 
librium and ccsscrion of inflation. It may be cxtended and simultaneous 
Organization of multilateral clearing negotiations effected among groups 
among the members to replace the of countries. Western Union mi5ht 
need for strict. balancing under with advantage set up a .Steering 
bilateral arrreements. Committee to watch bilateral ~ ~ ~~~ U 

ne otiations and arrange plurilateral. 
yd) It inay well prove impossible 

to arrange for .these plurilateral 
( ( I )  Ucclnrntion of n tariff truce. neeotiations before the common 

3. Qtuzntitrilive' Restrictions bid 
Tariffs. 

(b) Elaboration of a common taiiff is adopted: once adopted the 
tariff, if principle 'of common tariff gradual removal of .intra-Union 
accepted. duties will have to be effected. As 

(c)  After (0)  and before (b), 'the this reduction will affect the various 
removal of certain 'prohibitions and countries very differently, the total 
increase of certain qiiotaimay begin. abolition of quantitative restrictions 



.. 
W o r e .  tariff reduction has begun 

I will not'be practicable. During this 
. pzriod thcre will in effect be a Wes- 

tern Europe preferential system. 

' 

i l .  . 

this vast area to or from any territory 
within that area would involve social 

restricted. To permit free i n d  con- 
trolled immigration a!id emigration 

' <Jf ;dl the, dillercnt races composing 

i i n d  political difficulties which no , 
'purely economic advantaxe could 1, 

T H E  ECONOMIC DIGEST 

The two major forms of controls 
arc ((1) tlie allocation of raw materials 
10 promote exports and (1)) invest- 
incnt control. It will prol?ably be 
rlillicult to render (a) internation;il on 
:I wide basis. Investment control, on 
the other hand, should be .CO- 
ordinated :it once, in order to asoid 
the crentioi: of sur )Ius plant in the 
area vf tlic future bnion. 

5. The Pro6le1ri of Eiirvpeuii 

Europe ciinnvt feed herself and it 
is to the ;iclvant;igc of no incmbcr 
of Western Union that the aggregatc 
of her :igricultitral production should 
he rcduccd nor would such a reduc- 
tion be compatible with hc i  military 

Agriciillnrc. . 

security. 
The Union is, however, likely to 

reniain a s  rcg;irds agriculture ri ther 
:I preferential system than a customs 
union. 

6 .  Empire und Afil iofed Terriforics, 
Owing to tlie dependence of 

Europe on ovcrscas for food and raw 
materials, it  woiild secin necessary 
to include the overseas affiliated ter- 
ritories in some form in thc Union. 
Europe will certainly retain some 
agricultural protection and the over- 
seas territories arc likely, therefore, 
to demand some industrial protec- 
tion agninsc European competition. 

It is not ;int.icipatccl that a I':uro- 
p a n  Union will imply full frcudom 
of labour movement. within Europe 
for a long time to come and i t  is cer- 
.tain that, if the Union is extended 
to include all overseas, affiliated ter- 
ritories, movement of labour will be 

- 
I 

&unii:rhal:ince. . .  
I t  follows therefore that thc Union 

will not and cannot constitute an  
ecvnrrmic unit in the sense ihat the . ' 

Swiss Federation, the . Gerinan 
Zollverein or the U S A .  arc 
economic units. There will be a 
i lero~i t ion a s  regards agriculture; 
thcre will be derogations as  regards 
l a b ~ ~ u r .  These deropitions are likely . 
to involve compensatory clcrogations 
as rcpirds maii,iif;ictul'ed goods. 

Thc  simplest svlution might be the 
institution of a 'two-line tariff 
approved by the Union, i.e., the 
whole tariff woold be three-line; that 
is a uniform tariff for the whole area 
uis-a-vis the rest of the .world and a 
lower tariff between Europe and 
overseas tcrritorics. This lower tariff 
would not he uniform. Thus;even 
when the Union hiid reached its final 
foreseeable stage of completion, 
European countries u,ould be allowed 
some protection for their agriculture 
whilc admitting manufactured 
goods free from any member of the 
Union, and the overseas countries 
would be allowed some protection 
for their indiistrics while admitting 
;~gricultural products free from any 
member of the Union: But this com- 
pensatory protectinn would be 
preferential in the sense that the 
clutles by which it was affected 
would, as a rule, be lower than the 
duties in .the com'mon tariff vis-a-vis 
the rest of the world. 

Finally the . i thnoranduni  dis- 
cusses problems arising from the im- 
position of excise and turnover 
taxes,. from subsidies- and from, 
nationalized industries. 

, 

I 

I 
j 
1 

i 



A:, German economist. sug8estg 
a . n m  plan that would: mcon 
' . > :,.. , 

, .. 

PROSPERITY- 
without menace 

-FOR THE RUHR 
R ! ~ I o E :  of Gcr'nian steel pro- 

duct~on, and its expansion above 
the level of 10 million tons.agr?cd 
upon by the Western Allies in 1947, 
is in accnrdancc with Lhc trend of 
Uritisli opinion. 

 ut how sliould this'. iniiustry bc 
organized in order to ward OR tlic 
danger of a rcpctition of the baneful 

owcr exercised by the industry 
L r c  the two wurl(l wars) on the 
one. hand, the Ruhr industrialists 
(togctlier wi th  tlic junkers) wwc u t i -  
doubtedly tlic main forces which 
helped llitlcr into poycr, :mil their 
restitution wo+l uiidoubtcdly he 
. unacceptable not only to the Social 
Democrats, but to large secrions of 
the German population. On the 
other hand, the formation of a large 
State combinp on the pnttcrn of the 
!,oards of the nationalized British 
indusuics would hardly be. more 
conducive to fc;!ceful d e s c l o p n p t  
of Germany t u n  wcrc tbc privatc 
cartels. Professor Kocpke made the 
point two years ago. that tlmburcau- 
cram of a State comhine-used to  
blintl and quick obedience as Ger- 
man .civil serv;ints are-would obey 
the commands of dictator cvcn 
more quickly and onhesitatingly 
than did thc Ruhr captains of indus- 
try. 

, _ .  Thc.solution cannot, therefore, be 
any su CY comlinc, but innst b e  by 

of . relatively ..small corporations 
in real: comnctition. ih . a  free 

way o ? -  the creation of.  a numhrr 

trade context. These conditions 
could be fulfilled by corporations in 
,ii+xcJ ownership (partly public, 
partly Jrivatc), a form long used 

tricity conipa!iies. That is to say, 
capital for-steel enterprises might be 
held (a) by tlie appropriate local 
goi'ernincnc autlioritics and the 
Laend,cr; (/I) by such other public 
corpor:itioos as gas and electricity 
aorks, and railways; (c) by privatc 
individuals. The new, steel corpora- 
tions would be allowed to make 
.agreements on priccs, but nor on 
yuocas, and would hare to su ply 
anybody offering to pay thc !xed 
irice. 'They would hare to raise any 
lurtlrcr capital from privatc inves- 
tors; but public grants or guaranrces 
w < ~ ~ l d  be prohibited. In order to 
restore compctition,' free trade in 

' steel would havc to be established. 
This means 1101 only no re-introduc- 
cion of import duties bur, as long as 
exchange control continues, ade- 
qiiatc allocation of exchange for im- 

orters of steel, and no special 
freight reductions for dotncsric steel. 

It may semi strange to suggest 
siicli free trade a t  a time when all 
Western European countries are 
planhing to extend their steel 
capacity in order to overconic ,the 
present shortage. But as shown in 
other economic spheres, such shor- 
tages may quicklv ease and evcn 

Then tlie 
peaceful dcvcloDment of the Ruhr 

success 1 ully in some German elec- 

. change. into surpfuses. 
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American goods,’ Unlcss the total 
dollar flow were relatively large, the 
restoration of currency convertibility 
would require an adjustment of ex- 

448 T H E  ECONOMIC DIGEST 
industry will not be safeguarded by 
control measures which, in the long 
run, cannot be effective; or by the 
formation of international ’ cartels under “free trade.” 
which cannot ancl do not supervise 

the home markets of their members: 
but by exposure to that genuine 
competition which is possible only 

* * *  
Beyond 1952, long-term dollar inuestmenf may be needed 
to sustain US. export trade, ,says E.C.E. reporf 

I 

America Must 
Look Further Ahead ‘ 

3 1  

t 
I 

TIIE United States faces the 
anomalous prospect thar, by the 

end of the E.K.P. programme which 
it will itself have financed, it will 
have surpluses and cxccsscs of pro- 
duction capacity in commodities for 
which it has he1 c d  to devclop sub- 

i ts  own exports to Europe will be 
rcduced helow the depression-shrunk 
volume of 1938; and Europe will 
nevertheless still he short of dollars 
to cover its imports from the United 
Statcs. In the event the United 
States will probably continue for 
many years to assist the outside 
world through invcstment loans, in 
much the same way as Britain 
financed capital development 
throughout the nineteenth century. 
The  danger is that so long as the 
prospects of lending are uncertain, 
and so long as American financial 
assistance continues to retain its 
present emergency character, the 
very form of assistance will tend to 
perpetuate the various emergency 
measures taken by other countries 
which obstruct progress towards 
freer and less discriminatory trading 
conditions. 

stitute sources o P ‘supply elsewhere; 

. .  F ~ m n  UL Emcomic Rumry 01 &U 
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which Fould otherwise result. States to schedule a major pro- 

The  desired rate of long-term lend- gramme of capital investment 
ing. would depend on the leve! at  abroad for specific development 
which the United States desires to projects. sraggered over a period of 
maintain its exports and the pros- time. It would he essenual. how- 

ective .level and trend of United ever, that the whole body of such 
L e s  imports. Once the annual investment be regarded as of a long- 
rate of dollar financing were deter- terni or more or less ermanent 
mined, any remaining tendency to- nature, and that the fun& supplied 
wards an uncovered balance of pay- he not tied to expenditurc on 
iiients surplus could be overcome by United States goods. Also, the in- 
a general adjustment of exchange vestment should be designed to 
rates. make the maximum contribution IO 

The  most desirable form of financ- ii rapid increase in world productive 
ing would seem to be for the United capacity. 

* * *  

Practical Help for 
Underdeveloped Areas 

. By Dr. V. K. R. V. R A 0  (India) 

Proposals for a new economic development administration that 
would provide loans at a very low rate of interest for projects 

of basic economic development 

. 

HE new igency. (U.N.E.D.A.) is pl;inned development of the ie- T envisaged as a complement to soiircc's of the country concerned. 
'other channels of foreign financing + To assist under-developed 'coun- 
and would have the following func- tiies in obtaining materials, equip- 
tions : inciir, pcrsonncl, etc., required for + To inakc technical assistance . execution of their. economic devclop- 
available to under-developed coun- ment programmes. 
tries in pr& aring schemes for + To finance, or help finance. siich 
economic devefopment. schemes which cannot be financed + To co-ordinate ' the tcchnical from a country's own resources and 
assistance for economic development for which loans cannot be asked for 

resent available to under- on strict business princi Ies 
countries within the + To promote and, I F '  necessary, 

and its specialized undertake the direction and financ- 
ing of regional developmental pro- 
jects extending over narional fron. 
tiers and not likely to be undertaken 

agencies so that different types of 
iuch aid might be properly intc- 
grated and so that they led to the 

F m  U.N. Ualldin. Malay 1 ,  1040. 
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by any one of 'the countries con- 
cerned on its own initiative. 

Special Contributions 

Finances for UNISDA would be 
obtained from contributions by 
mcmbcr governments, to be made in 
their own currencies. The  com- 
modities on which their contribu- 
tions aould be expended would be 
subject to the approval of the 
governments concerncd. In addition, 
countries now reccivhg aid under 
the European Recovery Plan may be 
asked to make spccial contributions 
after completion of their economic 
recovery by 1952. 

Financial assistance through this 
body should be g i \ w  only to under- 
ilevcloped countries, a list of which 
would have to he drawn up hy inter- 
national agreement., It would be 
given only on tho request of the 
countries concerned. In the case of 
non-self-governing and trust terri- 
tories, however. UNEDA might itself 
take the initiative by specialmrange- 
incnt with the administering powers 
concerned, 

Such, assistance would I he giren 
only for projects which could be 
financed neither by the International 
&ink, nor inter-governmental 
finance nor by private foreign invest- 
ments! hut which are basic to 
economic development. Aid 'would 
normally take the form of loans, with 
liberal terms o€ repayment and 

nominal ' .interest. rates. Further, 
assistance would norinally be :made 
conditional upon the receiving coun- 
try providing a share of the cost of 
thc projects. 

Economic development. schemes 
requiring the help of the agency 
would have to result in raisin 
productivity of under-dew oped 
areas and the liring standards of 
their peoples. UNEDA, 'moreover, 
W ( J U I ~  ,be expected to work . i n  a 
business-like way, and its establish- 
m c n t  does not involve the establish- 
~ n c n t  of a new'internaiional burcab- 
cracy intcrfcring in the internal ad- 
mimstrati?n or life of under- 
ilcveloped countries. The  assistance 
to hc givcn would be carried out 
largely through the ' specialized 
agencies, in the closest possible co- 
ope:?t,ion, with. the governments of 
the countries concerned. 

A Global 'Project 
For thc time being, the bulk of 

the finances rcquircil would have to 
come from the United States, but 
the amount involved would be much 
less than that now spent by the 
United Stitcs 011 the European 
Ileco~cry Plan. UNEDA would have 
the further advantage of being 
global, in character, of fulfilling the 
objectives of President Truman's 
recently-stated objective,. and ' of 
functioning within the framework of 
the United Nations. 

B the 

, .  

* i t *  

Hard Lines on Linoleum 
The Anglo-Dutch trade agreement for 1949 makes CO provision for the export 

of linoleum from this country. Britain has agreed to impart parquet flooring 
(which is in direct competition with linolium), in exchange for which we are to 
sell'carpets. Manufacturers of linoleum w e  particulnrly sore bemuse this is not 
the first time their industry has been penalized. When linoleum makers 
vbluntarily reduced their prices, the Chancellor of the Exchequer promptly 
increpsed their burden of purchase tax. When the tax bas removed from 
parquet flooring and tiles, it was kept on linoleum. 

. . - F m  Fumiahins IVmld. dfaay, IDID. 



International Aspects 
of FullLEmployment Policy 

. , .  
.By PROFESSOR i. FEDEAICI _ . -  I 

(Modena University) 

A n  examination nf the theories, of Keynes, Balogh, and Beueridge 

r p  theory of ‘full employment 
was formiilated by Kc nes tak- 

ing a closed. market as gasis for 
reasoning, and the clement con- 
stituted by the relations of inter- 
national trade was introduced there- 
ir. consiilcrin tlie differcncc in the 
the trade bafance as an in-coming 
and out-going investment, according, 
to tlie sign that affects the volume 
of actual internal demand. 

This view was suggested by thc 
conclusions that Keynes reached in 
studying the. econonkpolicy of the 
mercantilists in his “General 
Theory.” But the supporters of 
Keynes’ thcory have not noticed 
that it is valid only under particular 
conditions; and for this reason, if 
wealth is considered in real terms 
ancl if the prohlem is put in a 
general way, it cannot be affirmed 
with’ccrtainty that the surplus i n  
the trade bnlaoce increases national 
wealth as.Mrs. I<ol~insrm upholds, or 
that it &an 3 n investment abroad. 
or that it ‘# oduccs on the actual 
demand the very effects of an inter- . nal investment. 

Employment in Trade 

On the other hand employment i n  
a country de~icnds on its trade with 
abroad. But it is erroneous to affirm 
rhat the more fasourable is the tradc 

balance, the larger is employment. 
This error depends on the fact that  
the supporters of Keynes’s theory 
take into consideration only the 
relationship of competition existing 
between the exports of different 
markets, and neglect the point that  
many imported commodities, being 
complementary for local productive 
processcs. increase employment in 
the importing countries. 

Ends and Means 

On accollllt of this error, trade 
with abroad is considered, for in- 
stance by Uurchardt, to be above all 
a rdiiclc for international diffusion 
of local cconoiiiic diseases. The  
thcory of full emplo nicnt therefore 
iniluccs some pco ,Y,, for instance 
1 ~ o g 1 1 ,  to exalt seA-sufficiency. But 
if the final object of full employment 
is to increase the material well-being 
of peoples, there is evidently at  this 
point a contr;idiction bctwecn the 
incims and tlie end. For by neglcct- 
iiig foreign trade. or by submitting 
ir to sewrc restrictions, a s  proposed 
by Eilogh m i l  Rcrm-klgc, an ex- 
tended international division of 
labour is obsvucted, and thus the 
only system that permits the utili7a- 
tion of rhe existing productive rc- 
sources of the world with the maxi- 
mum rel;\tirc result, is sacrificed. 

I . 
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The “too-old-atlforty” notion i s  proved to 
be complete nonsensc. A n  ageingpopulo- 
lion docs not mean declining productivity 

Older Workers are 
Better Workers 

By Dr. W. SCHWEISHEIMER 

LDER workers have better records 
in both injury and absenteeism 

rates‘ than younger employees. That  
is the finding of the  Bureau of 
Labour Statistics (U.S.A.). 

The  older worker is a growing 
problem in industry. People, on the 
average, h e  nearly io ycars longer 
than people 20 years ago, and about 
20 years longer than pcoplc at  the 
turn of the century. We arc becom- 
ing a “nation of elders.” In 1900 

only one-fifth of the population was 
45 years of age or over; by 1940 the 
proportion had increased to more 
than one-quarter of the total and, it 
is expected that by 196~.  almost one- 
third of the po ulation will he 45 

Despite the fact that people live 
longer io-day, they.age less quickly, 
they arc longer efticient than in for- 
mer days. That  chronological age 
is not the same as the functional age. 
all experts agree; thc former is 
measured in years and months, the 
latter in skill and productivity. 

Dr. Ross Armstronc McFarland. 
Professor a t  Harvard Medical School, 
has compnred the industrial eftici- 
ency of older and younger workers. 
Older workers, he has stated, have at  
least as good a ~iroduction record as 
younger men. In a sample group of 
1,500 workers, those rated “excellent” 
a\’eraged over 47 in age, while “in- 
ferior” workers had an average of 
only 41 years. Industry today has 

years or more o P age. 

more older men proportionally than 
at  any time. Will those older men 
work ,as hard and as, efficient as 

The answer is yes. 
$heir productivity will be equal to 
that of younger men. They may 
have certain physical defects in in- 
dividual cases, hut when certain 

ualities diminish, otlyxs increase. 
8 n  the liability side of older workers 
are less ability to do  heavy work, 
some defects In health, inability to 
learn new things quickly, a certain 
slowness (according to some experts). 
and greater severity of accidents. On 
the positive side arc the older wor- 
kcr’s skill and experience, his 
patience and sobriety, loyalty. 
less abscntecism, endurance for 
routinized work and hetter moralc. 

Physical wrakncsses in older wor- 
kers arc, on the average, more than 
compensated by their skill and ex- 
perience. A surrey of the New York 
State Legislative Committee on 
Problems of the Aged found that in- 
dustry rates older workys more 
loyal, more reliable a# ,niore pro- 
ductive than their ju 1s. 

The  observations of the Bureau of 
Labour Statistics have shown that a 
55-year-old male employcc takes 
only half as much time off from the 
job as the youiigstcr under in. The 
steadier, more-settled work record of 
the older man offsets the time he 
loses because of illness. 

It seems that heart and blood ves- 

ounger men? 

. 

. 

Iton lhe Alining Journal, IAndO”, .llO&! 7, 10kl1 
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OLDER WORKERS 
sels of miners are better than 
average, and this is important, par- 
ticularly for older groups. For 
miners. both in coal mines and metal 
mines, this is shown by statistical 
records. According to a stud by 
Dublin and Vane. of the d t r o .  
politan Life Insurance Company, the 
death rate of miners from diseases of 
heart, blood vessels and kidneys is 
remarkably better than that of men 
of all occupations, aged 15 to 64. If 
we take the figure for all occupations 
as 100, the death rate from heart, 
etc., disease, was: for coal miners, 
underground, 82 per cent. (anthra- 
cite, 85 per cent., bituminous, 78 per 
cent.); for underground miners, ex- 
cluding coal miners, only bo per cent. 

The  notion that older workers are 
slower is dismissed by Dr. McFar- 
land a5 largely prejudice. What 
those men may have lost in ph sical 
strength and quickness of ref!exes; 
he says, they more than make up in 
greater ph sicd endurance and skill. 

defects in hearing or eyesight, )ut 
individual miners vary greatly. In 
a group in their 'fifties, a quarter had 
keener vision than the average man 
in his,'twcntics. A t  the agc of 60, 
il test of 8,400 men showed as high a 
percentage were able to pass the test 
as were those in their 'twenties. 

On most mental tests, McFarland 
showed, older men do as well as 
younger men. Memory for recent 
events is apparently not quite so 
sharp. while details of more remote 

F Many 01 Y '  er workers have sli h t  

men are more stahlc since their 
family responsibilities and settled 
habits ciit down on lahour turnover. 
They change their job less often. 
3 0  

453 
Contrary to a common opinion, 

older workers have far fewer 
accidents, though their accidents are 
more severe if they occur. The  older 
inan is less of an accident risk than 
the, younger man. One study showed 
that a special group over 60 suffered 
half as many accidents as those in 
their 'twenties. Even as truck and 
automobile drivers, older men (up to 
60 years) were safer. 

Workers in the late 'twenties arc 
injured 'inost often, according to-the 
Bureau of Labour Statistics. There- 
after, the injury rate (particularly for 
the more important class of non. 
disabling injuries) drops rapidly. The  
frequency rate of injuries for wor- 
kers over 60 is less than one-third 
that for workers in the late 'twenties. 
It is true, though, that  older workers 
might have been shifted into less 
hazardous jobs. Once they have 
been injured, older workers take lon- 
ger to recover. But this is not enough 
to offset thcir better showing in 
safety performance. 
N. W. Shock came to this conclu- 

sion: T h e  diminished accident rate 
for older workers more than counter- 
balances the longer healing period, 
so that, in general. it may be con- 
clnded that older men have proved 
less expensive from the standpoint 
of accident cost ihan younger men. 

In the Ilarvard Fatigue Laboratory 
it has been stated that "there is little 
reason for taking the position as a 
ground for action that in general 
men over 45 years of age arc less 
effective than others in industrial 
occupations." 

Pro er iood is important for kcep- 
ing tge older worker healthy and 
efficient. Dr. Tuoh Duluth secs the 

largely as it matter of proper 
nutrition. A check of food habits is 
recomniendcd; had food habits will 
diminish efficiency. 

conipctcnce of hea 7 thy older people 



. .  .. 
. 'I 

:., ' . L  : .  . .  
. .  . . .  , .. . One Strike: ~~ . .  . .  

*- Ten '.YeaPS . , .  , i  

in '.I . . .  
. .  . 

. .  
. .  

. 
. .  

This is the record of Sweden's.Labour.Cou;i , 

BY ROBSON BLACK. 

' .,. , . .  
, .  . . 

s a mechanism to'  cut strike 

cess of ii~ljustmcnt between indus- 
trial employers and their workers, 
Sweden's Lnbour Court is unique. 
The tribunal, containing two union 
men and two industrialists i n  ii total 
strength ,of seven, gave 86 judgincnts 
last year and 75 of them were 
uiianimous. That is, the judges 
selected from the employing group 
condcnincd again and again the cor- 
porations from whom they draw 
their monthly salaries. Similar1 
the laliour men sitIec1 re eatcd$ 
against their owii uiion coEeagucs. 
Only I I  ciiscs i n  1948 were suhjcct tn 
dissenting minority re orts 

The Labour Court o F '  Swcdcn con- 
sists of seven people-a chairman, 
who has been a Supreme Court 
jurlgc; two independent spokesmen 
for the general ,public interest, one 
IicinR a retire4 justice, nne an expert 
in lahour relations; and finally there 
arc two iiominccs of the Swedish 
Federation of Tr;ide Unions and two 
from the Employers' Federation. 
Thcsc four constitute a majority of 
the court's memlicrship. They serve 
for two years and, ordinarily, are 
re-appointcd. 

This Labour Court has no real 
cquiralent in Britain. The  National 
Arliitration Triliiinal hiis the same 
objcctivc, thc settlement of industrial 
disputes. hiit it  woiks i n  a dilfercnt 
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way and, in any case, deals only with 
a small percentage pf action disputes. 
The  main:diffcrencc lies in the fact 
that rhc Swedish .'Court' imposes 
penalties for brcach of agreements 
whether by employers. or workers. 
Last year there wcrc 30 cases and 
some of the fines wcrc substantial. 

The I,ab.oiir Court is not a wagc- 
fixing body; i t  deals with the inter-' 
prctation of contracts and ' its 
decisions build up a national corle. 
Its procedure is simple and speedy, 
and judgment is usual1 ~)ronounced 

of the case. 
The universal conviction of the 

Swedish people that every proposal 
stands or falls by the way it works, 
or is likely to work, explains in part 
why they havc hail only one strike 
of consequence in i n  ycars. It ex- 
plains, too, their insistence II on the 
conduct of the great bulk o P labour 
negotiations ' as a face-to-face 
argument betwccn em lo ec and 
employer. A t  no po' t will they 
allow government p d m a k e r s  ancl 
arbiters-not.at 1 e a s t J .  til all direct 
contacts are withdrawn. And out of 
this saiiic respect for the reasonable-' 
ness of managcmcnt; the politically- 
dominant lalioor unions h ~ v e  chosen 
~leliheratcly to let their Itikstag work 
out its own 'decisions without union 
intervention. 

One must not assume that in 
.i8femr, Api i l  7, 1040. 

within a day or two o r tlic opening 

4) y. 
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Sweden all group and class dif- p;trrl~,achicvcd. is a working method 
fcrcnccs Ii>vc disnppcared,. or have i n  w ich due cotisklcr;ition is given 
heen dissnlscrl in peace tribunals. As to the public welfare. Through 
one o f  the first authorities on direct persorial ncgoriations, the two 
Sweden's 1;tbour progr;tmmc said :' , sides:, have a c q u i f d  grcar~r respect 
"Workcrs and employers represent, . f& one inother. Hard hargaininj, 
after all, opposing eymniic% in- they are renlizing, docs nor preclu e 
terests. ' W l i n t  ihcy havd sought, and good pFrson'a1 rclations." 

*.* * . .  

Rt. Hon. HERBERT MORRISON, M.P., Lord President.ofthe Council. 
Let red wnges be our concern; "Beware of illusions about money wages. 

not how much money but what i t  wil! buy." 1 Mar. 30, 1949. 

Lord MACKINTOSH, Chairman of the National Savings Movement 
The dangers of the next iwo "There are signs that prices are corning dqwn. ' 

years arc more of astronomical drops in prices than of any great rises." 
. .  May, 1949; 

MURRAY SHIELDS, Vice-president, Bank of Manhattan 
The history of husincss cycles in the United States shows thot all the major 

declines in business have developed faster and reached lower levels than the 
expert observers of the time anticipated at the crests of the preceding booms. 

Mar. 25, 1949. . .  
sir WALDRON SMITHERS, M.P. 

"The dynamo of humnn nature is the fear of loss and the hope of gain. I t  
is criminal folly to tell people, finnncially and economically uninstructed. that 
the State'is a fairy godmother that can kecp them from the w,ornb to themmb. 
The Socialists take the mainspring out of the watch and expect the watch to go." 

The Times, May 11, 1949. 
Lord BRAND 

"The fint problem of B welfare State is how the country is to keep her costs 
competitive, how she cnn maintain her reserves if costs are too high, how she can 
deal with unemployment if exports Fall off, and how,-in worse times- when 
fulling rcvenue must be expected--she can keep her financial equilibrium when 
thc last strilw of tamtion has been placed on the camel's back." 

House uflurds, May 4, 1949. 

DOUGLAS JAY, M.P., Economic Secretary to the Treasury 
It seems n strange paradox to many people that one should hare actually to 

raise the price of some things in order to keep the cost of living as a whole under 
control. The prncticnl 
choice is this : either to allow the price of n fow delibernrclychosen products- 
such as tobacco-to rise, or to lose control uf the situation. and sec an uncontrolled 
rise going on in the price of  a11 the necessities of life, which neither the Govefn- 
ment nor anyone else can ~top-as has happened in U good few other countries. 

But this is the fnct, and we had all better redisc It. 

B.B.C. Brondcasi, April, 1949. 



Why estimates of United Kingdom 
cost-ofliving increases vary widely 

Cost of Living 
Figures Under Fire 

T y R E  is an apparent discrepancy 
in two estimatcs of the rise in thc 

cost of living between 1937 and 1948. 
T h e  United Nations Bulletin used 
the official figure of rather more than 
40 per cent., while the International 
Financial Statistics of the Inter- 
national Monetary Fund used the 
London and Cambridge Economic 
Service fi wre of about 75 per ccnt. 

An inkex number of the cost of 
is what statisticians call a 

the prices of various coinmoditics 
between one date and another. What  
exactly is meant by a "weighted" 
average? Suppose that in order to 
calculate our average rice increase 
we simply noted down g ow the prices 
of a large number of commodities 
had changed between the base period 
and the date in question. Sonic 
might have gone up io per cent.; 
some 20, some 40 per,ccnt., and so 
on. 

One proccdurc would be CO write 
down all these price changes, add 
them all up and diviclc by the num- 
her of commodities. A simple, if 
somewhat fanciful. example shows 
that this procedure might be rather 
inisleading. Su p o s ~  that people 
spent nearly alf &ir money on 
bread, and with the rest bought a 
small amount of tobacco, and sup- 
pose that over a particular period 
the price of bread fell by io per cent., 
while the price of tobacco rose by IO 
per ccnt. Our simple arithmetical 

of the change in 

By DAVID WORSWICK 

average would show no change. 
Since, however, bread constitutes so 
much larger a part of people's ex- 
penditure than tobacco, it would 
seem much more ap ropriate in a 

living had fallen. 
This procedure looks very simple, 

but there are, unfortunately. some 
snags about it. First of all, where do 
we get the weights from? A 
momcnt's reflection suggests that the 
cost of living will change in diffcrent 
proportions according to the pattern 
of expenditure of different families. 
Few workers spend very much on 
cigars, so that even very large 
changes in the price of cigars will 
not affect their cost of living to any 
great extent, whilst they might have 
a consi~lcrable effect on that of Mr. 
Cluirchill. In most countries official 
figures rcfer to some average or 
typical working clnss family and not 
IO an average of the community as 
a whole. In a very interesting book; 
which has just been published, Dud- 
Icy Seers points out that the cost of 
living for what he calls the middle 
class (everyone whose income in 1938 
was more than l z j o  a year) had 
risen more between 1938 and 1948 
than the cost of living of the working 
class (all who were earnine less than 

case like this to say t R at the cost of 

~ 2 . 7 0  i year in 1 9 3 ~ '  
T h e  second problem is to decide 

which pattern of expenditure to take I 
' 

*I>.  Sers: Ch4n.w in fkr  Coil of Lim'na ond l ks  
IJialtibulion ollnmmrRinrr 1938. l lonl Illurksrll. On. 
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COST OF 
for the base year. In comparing 
1948 with 1937, should we take the 
1937 "weights" or the 1948 
"we1 hts"? It is customary to take 
weigfxs from a past year, hut an 
index number, using the expenditure 
in the current year, is equally valid, 
althoogh as a rule it would not be 
quite the same. Obviously the 
secon&w,ould be much morc trouble 
to calculate, since we should have to 
have an inquiry evcry month to find 
out what people arc currently spend- 
ing. So, as a matter of adminis- 
trative convenience, most index 
numbers use weights of some past 

eriod. But i t  is clearly necessary to 
Ir ing these weights more nearly up 
to date from time to time as the pat- 
tern of working class expenditure 
changes. 

We can now Ipve a shot at  ex- 
plaining the difference between the 
40 per cent. rise in the cost of living 
quoted by the United Nations 
Bulletin and the 75 per cent. rise 
between 1937 and 1948 shown by the 
London and Cambridge Econonlic 
Service. The principal reason for 
thc discrepancy is that  the former, 
up to June, 1947, was using the old 
official Ministry of Labour index 
number. in which the weight given 
to food was much greater than cor- 
responded to the actual proportion 
of expenditure on food of working 
class families during and since 1937, 
and, b the same token, the propor. 
tion o r expenditure on beer, tobacco 
and other luxury items in the 
weights was much less than' corrcs- 
ponded to reality. Now over the 
period concerned prices of food have 
risen much .less than the average, 
while prices of beer. tobacco and 
many luxuries havc risen a good deal 
more. This is largely, though not 
entirely, the resiilt of applying sub- 
sidies to essential foods. and putting 
indirect taxes on things like hem and 
tobacco and purchase tax on various 
irJz 
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luxury or semi-luxury items. The  
London and Cambrid e Economic 
Service index number, &y giviniless 
weight to food and more wcig t to 
the other items, inevitably shows a 
much larger average increase in 
prices than the official index. 

What does all this boil down to? 
.That  there is no such thing as lhe 
cost-of-living index. There ' are 
various index numbers of price 
changes, according to the propor- 
tionate expenditure on the various 
items, which depend on whether we 
arc talking about the working class, 
middle class and so on, and accord- 
ing to the date chosen from which 
the expenditure weights arc cal- 
culated. 

The Sensiblei Course 
The  Government should negotiate 

with the trade unions an index num- 
ber of the prices of necessities which 
would cover, not the average expen- 
diture of all the working class on 
everything from food to football 
pools, but a morc limited range of 
what it would he agreed to call essen- 
tials: these might constitute some- 
thing like 70 per cent. of the expen- 
diture of a typical working class 
family. The  Government should 
then undertake to stabilize this 
index number absolutely. In turn 
the trade unions would undertake 
not to use in wage negotiations the 
argument that the prices of things 
other than those included in the 
index numhcr were rising. Thus we 
would have a situation in which thc 
cost of essentials might be steailg. 
while the actual standard of living 
of the workers might bc risinq or 
falling accordinq to the fall or rise 
in the prices of what we may call 
Inxuries. This would enable the 
Government to exercise a ccrrain 
measiire of control over the volume 
of consumption, to correspond with 
our good or ill-fortune in achieving 
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balance in 'our international pay- 
ments, without running great riiks 
that an inflationary spiral of wigcs 
and I ices might be set off by allow- 

If this scheme were adopted it 
would give a firmer base to the ' 
attem ts to construct a wage policy 
than gas been given so  far by the 
combination of threats and exhor- 
tations issued from time to time by 
the Chancellor and !he President oI 
the Board of Trade that prices must 

ing t %', L index number to rise. 

not go up any further. 
In short, the time is ripe for mak- 

ing a second attempt to achieve effec: 
tivc stabilization of the general level 
of prices and wages in this couniry 
in money terms. The attempt made 
in March last year has been only 
pnriially successful and is increas- 
ingly in danger of breaking down, 
mainly bccause the problem has not 
bcen sufficiently worked out, either 
on the Govcrnment or the trade 
union side. 

* *'* 
How WeU-08 is 

the American Worker ? 
r ~ I I E  social &id economic factors 

that contribute to the Aincrican 
workman's well-l~cing--on the job 
and at  home-are examined in Tlic 
Gift of Frccdoiit (U.S. Labour 
Deliartmcnt, Washington, April 23. 
1949). In eight chaiters the new 
pul)lic:itiun r ~ s  witk employment 
o f  the people, basis of US. living 
sr;indards, monetary wages and the 
purchasing power of an hour's work, 
family incomes and lcvels of living, 
f i rm workers, social security and 
ccononiic stability, the U.S. labour 
nioveinciit, individual rights, and 
other subjects. 

Here i r i  a few liighlig1its:- 
The ar~erage f;ict(rry worker can 

now buy iibbut twice as much as 
could a worker'3o years ago with his 
wcckly wage a t . tha t  time, and the 
present-day work we& is at  least IO 

hours shortcr. 
Low wage group e:irnings h a w  

riseii. i n  receiit years morc t1i;ln tliasc 
iif high wage groups. Autoinohilc 
wixkcrs' cari>iiigs, for cx;implc. in-  
creased 7 y ' c c n r .  bctnecn 5937 and 
,1947: l h l w a y  sliop machinists' p l y  
rose 5 per cent., r;iilway track 
.laliou'rers, 55 per cent. 

Fifty years ago, the prevailing 
work wcck in manufacturing was 10 
hours per day for six clays; 25 years 
ago. it was about 5 1  hours a wcck; 
today. most factory workers, as well 
as a large proportion of other wor- 
kers, have a fire-day. 40-hour week. 

Typical examples of buying power 
of wagcs'in 1947, in terms of time 
workcd : 

Pound of bread 

Quait of milk ................ 9 mins. 
Dozen eggs . . . . . . . . . . . . . . . . .  .34 mins. 
Pair of man's work shoes 
Portable radio .... 
Elertric refrigerator. .......... .22 days 
New automobile., . . . . . . . . . . .  ,140 days 

Typical food items consumed in 
one neck by family of four; six ~ l b .  
loaves of I~rcad, 12 quarts (if milk, 
20 eggs, 1.5111. of burrer or margarine, 
glb. uf meat, and various vcgetalhs, 
fruit and other foods. 

More than two-thirds of U.S. farms 
in 1945 were oWner-<Jper;lted. 

Output of two farm workers is now 
as large as tha t  o f  tlircc workers 15 
years ago. 



.. . .  
Surnmarizinfi the Oxford Professor’s 
lively oddress at ‘the. Insrirur de 
Science Economique Applique in Paris 

The “Dismal Science” 
Not So Dismal 

“‘WHAT has happened to the rate 
of mtcrcst?” In  the ninetcen- 

thirties, under the influence of 
Keynes, the rate of interest was 
raised to a position of commanding 
tlicorctical importance. Roughly 
speaking, nothing was ever allowed 
to 1i;ippen-mining was not allowed 
to allect prices, wage rates were not 
dlowccl t~ affect cmplovmcnt-cx- 
cept through the rate of hierest. In 
I i igl ibro~~ opinions the rate of in- 
terest hecamc, as never hcfore, the 
keystone of the whole theoretical 
arch-piece, and a vcry powerful vil- 
lain. It’ was the clragon guarding 
the care of “liquidity preference”- 
of the ineradicable cover and play 
for safety: it became the rock 
:igainst which the waves of social im- 
provcment beat in vain. . 

Nowadays things seem to have 
altered in two ways. The  rate of 
interest has comc to be regarded as 
savouring too much of the obsolcs- 
cent economics of price, less power- 
f u l  in practice and more vulnerahle 
to attack. and since. in spite of his 
diminished theoretical status, the 
dragon has still a certain practical 
importance in connection, for in- 
stance, with the Ilurden of national 
debts, putting hiin in chains .and 
leading him about has become a 
popular sport. 

Professor Robertson goes on to 
define interest as the price of the use 

of loannblc or investment funds, and 
is gorcrned like other prices by the 
interaction of schedules of supply 
and demand. Normally a rising 
rate. of interest is found to be 
associated with rising prices and in- 
creasing economic activity, a falling 
rate of interest with falling prices 
and decreasing activity. There are 
thrce ;Ilternatisc w i l y  of holding 
wealth; in goods. in mo!iey and in 
bonds. 

Wlicn business prospects arc im- 
proving, goods are preferred to 
money and the prices of goods tend 
to rise. They are also preferred to 
bonds, which arc dull things t o  hold 
in. such circumstances. being too 
inucli like money. , So, while goods 
are preferred to money, money is 
prcfcrred to bonds and we get a nor- 
mal relation, a rising price of goods 
and a falling price of bonds, that  is 
a rising rate of interest. In a phase 
of slowly declining activit; money is 
Drcfcrred to coods. and t c nrice of ,, 
&IS falls. Bonds are also pkferred 
to coods: but since thev. or the best 

I, , ,. 
of them, still offer the prospect of 
an income, and since even capitalists 
must eat to live, bonds arc preferred 
to money. and once apiin we get the 
normal association, a falling price of 
goods and a falling rate of interest. 

When. confidence is slowly creep- 
ing back, some people are attracted 
hy .I,onds and some by goods. But 
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both bonds and goods are preferred 
to money and for a while their priccs 
tend to move in unison, a rising price 
of goods.heing associated with a fall- 
ing ratc of interest, until the cxpan- 
sory phase supervenes and drags the 
rate of interest up again. 

Professor Robertson next explains 
his own feelings about the changed 
attitude of highbrow opinion ro the 
imporfancc of the ratc of interest. 
“When I first heard about it, on my 
return to the academic groves 
cowards the end of t h i  war, my first 
impulse was to cry, ‘That is all right 
by me’: for 1 myself was still in 
revolt agninst the exaggerated r6ie 
which had been assigned to it by the 
fashionable theory of the ninetcen- 
thirties. The  quantity of money, L 
had always bcl ierd,  as Pioneer 
Wicksell himself emphasized, may 
aflcct the rice level uite directly, 

rercst. A general cut in money wages, 
I had always sup osed, may 

through quite other routrs than a 
redundancy of money and a conse- 
quent fall i n  the rate of interest; to 
suppose otherwise is to assume, quite 
unplausibly, that the entrepreneur’s 
expectation of future sales-receipts 
shrinks automatically with the level 
of current money wage rates. Evcn 
the influence of ;in increased desire 
ro issue securities en the one hand, 
or tn purchase them on the other, 

pressed, as Hawtrey had heen accus- 
tomed to express it, in terms of in- 
creased congestion or increased ease 
in the capital market than in terms 
of incrcnicntal movements of the 
rate of interest. One of Keynes’s 
earlier and most useful conceptions, 
that ‘fringe of unsatisfied borrowers’ 
which may c x p m d  or contract with- 
nut visible moyement of the interest 
rate. secmud to me to h a w  been ton 
much neglected by his later self and 

and not on P y through 1 t e rate of in- 

stimulate the demani P for labour 

cl~llld often, I thought. he better cx- 
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his expositors. And these opinions, 
I am afraid, I still hold.” 

After touching on a number of 
other points including the rAle of 
fiscal policy “Police Constable Public 
Finance,” as a regulator of economic 
activity, Professor Robertson con- 
cludes by saying: 

Problem of Unbalance 

“Well. we are all of us beset by 
formidahlc problems, dominated for 
the present by the problem of thc 
unbalancc between the productive 
powers of the Eastern Hemisphere 
and the Western, and by the unccr- 
tainty whether we are living in a 
period of post-war recovery or a 
pefiod of pre-war preparation. In 
this matter of monetary policy as in 
others, nodouh t  our rulcrs have got 
ro feel their way and live from hand 
to mouth. But perhaps in my coun- 
try we are a hit further on, or if you 
like a bit farther h x k ,  than we were 
a couple of years ago. We. have got 
to the stagc of admittin that it may 

stop rising and for rices actually to 
fall, though the aJmission has still 
to be wrapped up in layers of witch- 
hunting formulae about the wicked 
profiteer. We have even suggested 
that we may be prepared sometimes 
to create temporary disemployment 
by the damping-down of capital out- 
lay as long as the decision what to 
damp down is arrived at  ‘on grounds 
of public interest’; that is. by the 
mutual jostliny and huckstering of 
competing Gorcrnment Depart- 
ments. And I suspect that  some day 
or other. if we want, to restore any 
kind of elasticity in our system, we 
may feel moved to find .a place once 
more in our tool shed for that 
dCmodC and imperfect old,sieve, the 
rate of interest. 

Anyway. all I am really venturing 
to plead is that the time is ripe for 
some sustained re-thinking in 

soinetinies be decent B or wages to 
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academic circles about the twin prob- economic stability. Then if the 
lems around which I have been skir- politicians do go wrong in the 

management of our affairs, they will 

interest, and the rOle of monetary having asked the professors of 
poljcy proper, as distinct from fiscal economics for a fish, they were 
policy, in the preservation of handed a serpent.” 

the true nature and paren- 
queer beast the rate of not be able to say that it is because, 

* * *  

Sterling a Second 
Strong Currency ? 

A report from the National Foreign Trade Council i n  New York, 
with observations by the Chancellor of the Exchequer, Paul 
Hoffman, Camille Gutf,  and three independent, economists 

S is doing far more of a job 
than is realized: trade and 

recovery will continue. to limp until 
the time comes or is made appro- 
priate for it to do still more. Another 
strong currency is needed to share 
with the dollar the task of financing 
international transactions, an essen- 
tial step t o y r d s  atta,ining freer com- 
mercia policies within Europe. 

“Instead of iling one complex 
system 011 anotier in trying to find 
some means of establishing conver- 
tibility of European currencies, far 
more profitable results might he 
obtained by concentrating on 
strengthening sterling and making 
it broadlv convcrtible. oarticularlv , ‘  
inio dollars.” 

T h e  conditions of restorinrt stcrlinc 
U U 

to its former position are: 
“Current sterling to he convertible 

into goods; services, or other curren- 
cies as’  required; confidence on the 
part of those receiving sterling 
through current transactions in the 
continuing ability. of the United 
Kingdom to meet its obligations; 
general agreement on the pnrt of 
other countries to accept sterling of 

a current nature without limit from 
all other parties; commitments that 
artificial restrictions for the 
deliherate purpose of accumulating a 
surplus of sterling would not be im- 

I n  addition, a firm understanding 
i5 necessary in respect of old 
accumulations of sterling and nnpro- 
ductiw cagital ,movements. 

A possi IC sixth condition is an 
eventual re-alignment of the various 
exchange rates under the supervision 
of the International Monetary Fund 
to prevent the hampering of trade by 
distorted price relationships. 
NO STERLING REVALUATION 

says Sir Stafford Cripps 

posed.” 

Sterling revaluation is neither 
necessary nor will it take place. 

I am sometimes questioned about 
the prospects for making sterling 
freely convertible. The  convertibility 
of sterling in respect of current . transactions is certainly our ultimate 
god ,  hut for the present it remains 
a rather distant goal. 

The  lack of balance in trade and 
pnyments, primarily between the 
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United States and the rest of the 
world, but also’ between the non- 
dollar counrries thcmsclves, persists, 
and is not likely to disappear very 

(nunr, . l lO” 1. IUIU.1 

CONVERTIBILITY THIS YEAR 
says Paul ‘Hoffman 

We arc not going to h a w  the 
volume of intra-Eurupean trade we 
should have until there is free‘con- 
iwtibility uf currency, as between 
countries, It, may ,bc quite a while 
before rhe free convertibilit is a 
fact, but UT would like first o! all to 
sec Europc attain that convertibility, 
ancl break clown that barrier which 
is the wurst of all when it comes to 
tradc. 

This’ is the year fiscal stability 
must bc achieved i n  most of these 
countries. This is the year to break 
down the tradc barriers, and rhis is 
the year they arc going to do it. 

suon. 

(Il’aoahinurun, Apr. 21, 1UIU.l 

raining sterling at  its present parity. 
Ile could prow this conclusively by 
offering tu American importers a 
guarantee against a devaluation. 
There can be nu valid argument 
against granting such a guarantee, 
apart from a fear of devaluation. 

(Finann‘d Tima,  N o y  3, 11IIu.l 

STABILITY IS NOT RIGIDITY 
says Camille Cult 

Thai ;idher&e to the Inter- 
nntii!n;il Monetary Fund implies the 
obligition to m~int i i in  rates of ex- 
change which h a w  lost all economic 
jusrihcarion is based on ii f;ilsc inter- 
pret;ition of the word “stability.” 
Anorher mistake is that, a t  a giren 
niuincnt, tlie Fund should rccum- 
mcnd a uniform adjustment of a11 
Euro lean currencies. A third is. the 

automatically by monetary dcvalu:~- 
tion. The  most important duty of 
the Fund is 10 see that exchange 
rate adjqstinents arc made as and 

belie 1 that difficulties can be solved 

when required. 
CHANCELLOR MIGHT BE (U.S. Hulldin.  Apr., 1UIU. l  

WRONG, says Paul Bareou 

.If prices i n  North AmL mca . con- 
tinue to fall, a s  they arc now doing, 
a n d  ours stay put or evcn rise, there 
may ulriniatcly be no alternative to 
a dcv;iluat,ion of this kind-however 
much Sir Srafford Cripps i i a y  pro- 

. .  

test. 
, (.Vex,” ChrmidP, ,lloy 1. 11111).) 

LET DEEDS SUPPORT WORDS 
says Paul Einzig 

Instead of repeating from time to 
t ihe’  his reassuring declarations 
which. in this c y n i d  and dis- 
illusioned world, are ‘liable to be. 
receivcd with scepticism, the Chan- 
cellor of the L.’.xchcquer could.prorc 
to .the world .that he  at  ahy rate 

.believes in ihe possibility of main- 

A MIRACLE NEEDED 
sa.ys Oscur Hobson 

In 1925 I ‘strongly favoured the 
return to the gold standard, and in 
1931 I favoured a stronger fight to 
stay on it, because the neccssary 
xljustments to our costs’ structure 
seemed comparatively small. Now 
tliey are very much greater, while 
tlie resistance on the part of labour 
nut only to wage reductions, but to 
othcr adjustments involving trans- 
fercncc of labour has increased. 

In those circumstances only a 
miracle, it  seems to me, can kee the 
ound on its new dollar (and, tRere- 

tore, gold) parity, so .jealously 
espoused by the party which .&reW. it 
off the old parity 18 years.ago. 

( S e m  Chmniclr. .llay.ll; 101U.) 



World Unemployment Rising 
I.L.O. surixy of 24 lands reueols signi’cant rises 
in urtemploymant in Jive European countries . .  

NEMPLOT~IIIST sliowcd a n  increase 
ui,i Ilclgiuin, Denmark, Finland, 
Fr;iiicc and S\vi.itzcrlanrl. I t  cx~cedccl 
z,&,ooo iii Italy by I)cci.nibci, but 
Little chair,iy was secn in .Austria, 
Ginada, I-liingnry, India, Ireland, 
The Ncilicrlands, N c w  Zenland, 
Norway, 1’i)Iaid. I’ortiigal, Spain, 
Swcclen; the Uniiud Kingdom and 
the Unitcd States, tlic report says. 

In tlic United Statcs, uncmploy- 
incnt rcin;iincd hclow 4 per cent. 
during the last nine months of ,948. 
UncniIhyincnt figures for January, 
1949, hnacver, rose to 4.4 per cent. of 
the civilian labour force, or 2,664,oun 
persons, ii  post-war total second only 
to the p k  figure of March, 1946. 
The iiiIinI>cr of uncmployecl i n  
Jiiniiar 1948 was ~.oG5,noo or 3.5 per 
cent. n?tlic c;yili;in 1;iI)our force. 

As for Canada. io6.000 pcrsons 
were jobless 1)” the middle of last 
Novcmbcr-2.r per cent. of the 
lahour forcc, compnred with 8j,ooo, 
or 1.8 pcr cent. i n  the preccding 
November. 

, . ,  . 
work at the employment agencies a t  
tlic end of November, 1948, nuin- 
hcrcd gj,ooo. as tompared with 58,000 

’ for tlic corrcspmding month i n  1947. 
According to the 1LO survey, uii- 

employment i n  Wcsrern Europe and 
Finland begin to climb towards the 
end of 194% I n  Ilclgium, it  hit 13.14 
per cent. of thc insured ~n~piilation, 
or 2j2 . j j i  pcrsons, i n .  1)cccmbcr. 
1948, :IS compared with 5.2 per cent., 
or ‘Ji,zii during thc prcccding 
Dcccmbcr. . 

Tlic ~ i~unhcr  of tiiicm loycd trade 
unionists i n  Denmar& .increasecl 
from 25,512-m 4.2 per cent.-in 
Novcmbcr, 1948, to jn , iGi-or  I 1.G 

per cent.-in December. 
Unemployincnt also took an up- 

ward swing in Finland, where 9.641 
applicants for jobs registered in 
Noremhcr, 1948, against 4,944 i n  the 
preceding Noveinber. And in Swit- 
zerland, the number of wholly un- 
cmploycil registercd a t  the cmploy- 
mcnt exchanges was 15.544 at  the 
end of. lanuarv. 1040. as comnarcd 

i ,. , .,. ~~ 

In .  France, *those registered for with q.Ri8 i n  January of last y c k .  
I F- I . I . .~ .  firp0r(, ~ . ~ b  suecrra, .irUr. :%I, i n n .  

r r r  
Capital from wages 

The only large potential source of capital m’hjch, has hitherto been almost 
. untapped is tho working man. In some industrzes it IS now possible for the 

weekly wage-earner’s pay packet to amount to E20 or even more. In mwt  CBICS, 

however, he either has no w e  for such sums;and reduces his effort accordingly, 
or else he spends it on consumption goods. Cgmpnratively little is retained in 
a,form which can help to reduce the drain of capital. Nor is this.likely to 
improve; one inevituble and undesirable result of the.increased s o d  services 
is that the incentive to individual thrift is lessened. The worker i s  living on a 
rapidly diminishing hump, and such efforts PS have been made to brine, this fact 
home to him have so far failed. One Solution is indicated by certain voluntary 
co-partnership or co-ownership schemes. To take j u t  one example, in the 

’ .  South Metropolitan Gas Company in 1946 E45535 was held by 6,346 employee 
shareholders. If such n situation was a commonplace iri industry the problem of 
capital shortage would be solved.. Furthermore. successful co-partnership has- 
always improved labour relatiom and therefore is apt to increase productivity. 
It is a conception which bristles with difficulties, but then so does the problem 
of capital shortage, which i t  might solve en parmnt. 

-Pa<, J I .  U .  Rowland. TkTime8,  illor. 31. I D I D .  

.. 
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Direct subsidies may replace the New Deal 
device of supporting farmers’ incomes. Wil l  the 
new method be any more successful than the old? 

Another New Deal for  
the American Farmer 

By EDWARD H. COLLINS 

HROUGHOUT the history of 
American farm policy since the 

enactment of the original Agricul- 
tural Adjustment Act in 1933, one 
subjcct has been debated niore con- 
tinuously and more spiritedly, per- 
ha s, than any other. That  is the 
suzject of Farm Parit And under 

whicfi opinion has been the most 
divided and the lcast stable has 
cenued on the, issue of Price Parity 
versus Income Parity. In view of 
the emphasis on inconie in the farm 
programine pro osed by Secretary o€ 
Agricultrire C f h s  F. Brannan 
recently, we are almost ccrtain to 
hear a great deal niore on this issne 
in coming months. 

The  philosophy underlying the 
concept o€ Parity was not new. even 
in the ’thirtirs. When Federalists 
and Jeffcrsonians wcre engaged in a 
contest for power, more than a hun- 
dred ycars earlier, John Taylor of 
Virginia had developcd the thesis in 
some detail that the s stem of tariffs 
and bounties of whici industry was 
the beneficiary tended to create a 
constant unbalance agninst agricul- 

Even the formula which we know 
to-da as Parity had emerged a full 

designation and was written into the 
law. It was introduced in the Win- 
ter of igza a t  a confcrencc called by 

this eneral heading t e qucstion : on 

ture. 

rleca Y e before it received its present 

the then Secretary of Agriculture, 
Henry C. Wallace. George N. Peek, 
who seems to have been its origina- 
tor, called it “fair exchange value.” 
That  Mr. Peck was thinking in terms 
of price seems clear. He defined his 
“fair exchange value” as one “which 
bears the same ratio to the current 
general price index as a ten-year pre. 
war average crop price bore to the 
average price index for the same 
period.” 

The  Department of Agriculture 
began publishing a purchasing 
ower index series currently in 

Larch ,  igm, using 1913 prices as a 
base. Taking 1913 as 100, it f o h d  
farm prices in 1921 to be at  61 per 
cent. of what we would now call 
Parity. The  corresponding figure for 
1918 was 1 1 1 .  

In the ensuing years the series 
underwent a number of refinements 
-refinements designed to take 
account of such elements as shifts 
in the relative importance of crops 
and changes in the buying habits of 
the farm population. Many of these 
had k e n  incorporated in the Parity 
formula by the time the latter had 
been written into the 1933 Act. The  
stated central pnrpose of that 
measure was “to re-establish rices 
to farmers a t  a level that wilr ive 
agricultural commodities a purcfas- 
ing power with respect to the articles 
that farmers buy equivalent to the . .  

F m  N C U ~  York Timu, April 25, 1040. 
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NEW D E A L  FOR AMERlCAN FARMERS 465 
purchasing power of .agricultural 
commodities in the base period.” 
’ Although there were some general 
allusions to farm income in the 
ori@nl AAA, it was, therefore, 
Iiasically a price measure. But i n  
1935 a change was introduced into 
the formula which tacitly recognized 
the idea ut  income parity. The  for- 
iiiula was weighted that year to in- 
clude interest and taxes. If the 

“articlcs that the farmer IFa:: uys could be stretched to include 
such items as these, then it would 
seem that the concept of price parity, 
if it  had not been abandoned, had 
become Iiadly blurred. 

A year later, in the Soil Conser- 
vation and Domestic Allotment Act, 
the shift to income parit was more 
clear cut. That  Act Ratry proposed 
to hrin per cnpifn purchasing power 
of the kirniers up to that of the noii- 
farm population. But before the 
necessary data for putting thc pro- 
graninic into effect could be assem- 
bled, the country found itself in the 
midst of the 193;-38 ileyessjon and 
collapsed prices. In t 11s situat~on 
rcprcsentatives of the farmers werc 
i n  no mood to consider new and 
nebulous concepts of parity; they 
wanted higher prices, and they 
wanted. them immediately. So, 
although the Agricultural Act of 

1938 included a new definition of 
income parity, it  placed its main 
reliance on the acl+evcment of price 
parity. In the war-time price con- 
trol law of January, 1942, the Farm 
13luc even abandoned the idea of 
Parity itself in fa\,our of alternate 
price goals unrclatcd to the concept. 

There is unquestionably much to 
be said on behalf of a parity formula 
which sresses income. Commodity 
prices arc comparatively meaningless 
a p t  from Y l u c j i o n ,  just as wage 
rates h a w  i t t l ~  significance unless 
they are consiilercd along with the 
rate of employment. I h t  it would 
be a serious mistake to think that the 
achievement of a perfect method of 
determining comparative farm and 
non-farm income will be any simpler 
than that of working out an  cquit- 
able formula for prices. On the con- 
trary, it is likely, if an thing, to 

ponderables in such a comparison 
are numeroos and immense. Homr 
life and family activities are so in-- 
timately related to the operation o f ,  
the .farm that the latter cannot be 
viewed :is purely economic in 
character. It is this dual nature of 
the farm that renders invalid most of 
the superficial comparisons of data 
that are frequently employed by’ 
advocates of income parity. 

prove even more difficult, r or the im- 

r r r  
Consumer Subsidies 

The suKgestion has been made that more appropriate means of supporting 
These grants 

would either replace unemploymcnt insurance or supplement i t  but would also 
be made to employed workers. The basic considention would be to pay out 
enough money to support effective demand at full employment levels.. In a 
period of full employment of inflation, the process could be reversed. Proposals 
of this type suffer from two defects. I:int, is the common problem of all 
stabilization plans-that of t imiw payments to meet the true needs of the 
situation. Second, is the possibility that, the support of consumer demand 
would not be Sufficient to prevent the continuation of a decline in investment 

There is $so the danger that the removal of 
the connection ‘between eligibility for grants and personal contributions and 
obvious need would invite the abuse of the’system nnd would tend to reduce 
incentives over the long run. In t e r n s  of its effect on the main features of the 
free-market system this approach is the least disturbing of a11 that are commonly 
considered to be at 811 practical. 

-l2rolCa8a Paul J .  SIIOUCI (PrincMn Uniorrrily) i n  Amm’con Ecmomic Revinn, 21~er., 1810. 

.effective demand would be outright cash gnnts  to the public. 

‘ktivity in n freemarket 3yystem. 

, 
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, ' ..Farm Prices in the U.K.'..' .. . 
... . 

compared with 
Cost of Imported Food 

Despite the rising costs at home, prices paid to 

British farmers ofen  compare unfavourably 
with those giuen for. importcd goods 

' p ~ s  given by the 'Minister of 
bood about the allocatibn of the 

food subsidies ;nid the comparable 
'costs of home roduccd and im- 
p r t e d  supplies o .P food cleser~c to be 
widely knowii. I-le stated that the 
application of the food subsidies for 
the past year could be analysed as 
fdkJWs: home production, .&do 
inillirm or 58 per cent.; '+ininon- 
wealth and Empire suppl~cs, .&is1 
million or 3,  per cent.; foreign sup- 
plies, .&53 million or I I per cent. 

When the Chancellor'of the EX- 
chequer spoke about food subsjdics 
i n  his h d g e t  speech h e  mentioned 
that 0111 own farmers' costs, as well 
as the costs of i inli~~rted food. have 
increased bec~use ol better wages for 

1 the farm. workers and larger profits 
for thc farmers. Me. might have 
added that all production costs, in- 
cluding machinery and now fecding 
stuns, hare risen sharply: ,Farmers 
have always maintained that the 
food subsidies were consumer sub- 
sidies used to keep retail prices down 
below rcal. values. 

T h e  table showinK the prices paid 
for ,home produced and imported 
supplies of the chief foods during the 
last half of 1948 is particularly in- 
teresting to farmers. They like to 
know how their prices compare with 
the cost? of imported supplies landed 
here. The  following table shows the 
average prices: 

The prices for wheat and barley 
will be noticed particularly. .For the 
'coming harvest the price for millable 
wheat grown here will rise to an 
average of f i 3  5s. a ton (disregard- 
ing the acreage ayment on the first 

a clear price o f 0 8  a ton is romised. 

but agreement' has been reached 
with the brewers that the price pay- 
able to farmers for malting barley 
shall not be less than C25 i5s. a ton. 
Even so the price that the British 
farmer will get for his barley will be 
considerably helow the price that has 
been pnid for imported barley, 
almost all. if not all. of which is only 
of feeding quality. 

i o  acres), and P or the 1950 harvest 

The millable barley price P ooks low, 
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THE ,.COST I OF COAG-..b i I ,. '.:- i I,:.. , I  2 

By Sir CHARLES REID and Dr. WILLIAM REID . .  . 
Sir Charles Reid and Dr. William 

Reid, father and son, discussing the 
reconstruction of the coalmining in- 
dustry, estimated that by 1965 an in- 

of output to 3o CIvt.. a man- 
shift from the present level of about quired to achieve 30 CWt.  a man-shift 
za cwt. would result in a reduction would that Present 

5s, a ton in production with wage lewls were maintained, in 'an 
present level of . .  , automatic increase in the average 

wage because of higher piece-work. Sir Charles Reid was formerly pro- It might be assumed that 
average wage would he ahout Coal Board and Dr. William Reid is 3ss, a shift, which would give a 

of z3s, 4d. a ton, a saving 
of 7s. a ton. A saving of gd. a ton in division of the Coal Board. 

Answering questions, Sir Charles [he of mining might 
Reid said he thought a higger reduc- result. ~l~~ of coal power 
tion of the Cost of Production than consuined should he reduced by 6d.. 
5s. a ton in 15 years' time would be a ton. '*Other wollld be re. 
.?eccssarY if WC to hold Our duccd inore substantially than the 

keep Our two previous items by the increased 
we probably Io  tonnage devisor. but to the present 

ponriit must 1?. added :I further 
charge for the large capital expen- 
diture inyolved in reconstruction, 

of 30 cwt. could be reached by 1965.' 
This corresponded to 667 man-shifts 
a 1,000 tons, a reduction of ahout 249 
man-shifts on the present figure. 

Thereallocation of man-power re- 

duction member of the National 

production director of the Scottish 

If we were 

hring down administrativc and interest depreciation 
other costs and perhaps wages. 

Many mining engineers believed 
that a first long term output target 

Ilvml 41 Imlurc, Roud SoCidy OJ Ada, London, Mor. 1 4  I D I D .  

-THE FUTURE OF THE ATOM 
By ROBERT F. BACHER 

(Member of US. Atomic Energy Commission) 

ardhle in weight to the engine and I vclopmCnt of radio-active tracers !uel  normally carried and which 
is producing as great a revolution in would provicle independence i n  
+encc as did thc dcrcloprncnt of cruising radius. Another aim of the 
the microscope, :!nd there seems atomic energy programme is to. 
little reason to doubt this staterncnt dcsigri reactors which will produce 
tu-day. Four new reactors are to be clcctrical power in quankity. This 
built. one of which will he a land- shnuld IJC achievcd within c,ight to 
hascd model of a iinit which it is ro years. . Thcre sccnis to be little' 
hoped will he suitable to drive a doubt , that  in thc future uranium 
ship. It looks a s  if it would IJC pos- and also thorium will he  awilahlc i n  
sihlc to build a nuclcar engine for grcnter , qiiantitics thiin they i r e  
ship propulsion which would he com- t d a y .  

T has often hccn said that the de- 

467 I l 'rl letlq Collrm. Mm., illal. 17, lorn. 
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\ National Income Confusion 
By INGVAR OHLSSON 

Economic Research Instirule, Oslo 

“r l m  national income’’ is bis- 
iorically ‘the‘ first of several 

corresponding aggregates, which are 
ein lo cd to measure total economic 
activity from different angles and 
are the main constituents of national 
income statistics. “National income,” 
“national product” and “national ex- 
penditure” :ire closely associated. 
Although these. three terms have 
somewhat varying definitions i n  
dillcrcnt countries, for the purpose 
of this paper only one rather com- 
mon inter retatioii will be given. 

Nationay income may be define(1 
as the sum of net incomes earned in 
n country’s production proccss. 
Wagcs, net cntrepreneural income, 
and corporate profits are included. 
Usu:illy interest appears as a separate 
item, though sometimes it is in- 
cliided in profits. National product 
is the net value of the roduction 
rcsiilts of ;1 country, whifc national 
expenditure consists of all cxpen- 
diturcs made for consumption and 
investnicn t. 

These three aggregntes are often 
treated as but onc yardstick viewed 
from different angles. This fact may 
he illustrated by the following 
reasoning. In a country, the factors 
of production used in production 
receive an income foi their services, 
.i.e., national income. They utilize 
it to purchase goyls and services, 
which is the national expenditiire. 
These goods and services, from the 
viewpoint of the entrepreneurs. 
rcprescnt total oiitput, or national 
product. With the receipts from the 
sale of this national product, the 
entrenrciieiirs cnver inconie ~ a v -  

F .  y 

ineiits to the factors of production. 
which is national income. And thus, 
the circle is completed. 

There is, however, one important 
modification of this reasoning. 
Account must be taken of the 
method of evaluation. In  practice 
two systenis of evaluation are used. 
The  three magnitudes mentioned 
above can be measured either a t  
market prices or a t  factor cost. For 
example, , the difference between 
national income a t  market prices 
and at  factor cost is “indirect taxes 
minus subsidies.” It may be ex- 
ilained in the following manner. 

k h e  equality between national 
income and national product means 
that the value of production corres- 
ponds to incomes (“costs of roduc- 
tion”). If some of the goo< P s from 
production are subjectecl to indirect 
taxes. a portion of production 
evaluated at  market prices is repre- 
sented by income (taxes) that cannot 
be considered piyment to the factors 
of production for serviccs rendered. 
To the extent that indirect taxes are 
included in the incomes totalling 
national income. this latter is cal- 
culated “at market prices.” If they 
are not included, the naiional in- 
come is obtained at  factor cost, and 
on the product side counterbalanced 
by national product being computed 
:it prices excluding indirect taxes. 
The national product and the 
national cxpcnditure may in the 
same way be estimated at market 
prices nr at factor cost. The  term 
national income generally assumes, 
unless otherwise stated, “at factor 
cost.” and national nroduct and 



NATIONAL INCOME CAMPAIGN 469 
national expenditure, “at market 
prices.” 

The  question of market prices or 
factor cost has been the subject of 
endless discussion, and opinions 
cover a range of refinements and 
variations. In all comparisons of 
national income statistics in different 
countries, therefore, caution must be 
observed regarding the handling of 
indirect taxes (and their opposites. 
subsidies). l h e  uestion has prac- 

minus subsidies” in 1947 are an  esti- 
mated 14 per cent. of the national 
expenditure a t  market prices in 
Britain, about 9 per cent. in Norway 

tical significance, I or “indirect taxes 

and probably about 6 per cent. in 
Sweden. 

One other point about national 
income concc ts must be touched on 

closely to Swedish national income 
statistics. All the above three con- 
cepts ma he measured either net or dr example. the difference 

gross national product and  
net national product is depreciation 
of capital and equipment. If gross 
national product. as is the case in 
Sweden, includes depreciation, re- 

airs and maintenance, the dif- 
Ference between gross and net f igu~cs 
may be sizeable. 

before we a evote ourselves more 

Small Working Groups 
Most Efficient 

made i n  two motor car factories by the hledical Research 
Research in Industrial Psychology have shown that there 

is a definite inverse correlation between the output and the number of work- 
~ x o p l c  in the working group. The  highest efficiency was obtained when the 
teams consisted of fewer than IO people. and per capita production fell off 
steadily with cach increase in size until the “more than fify” y p  was 
reached, when there was a slight im rovement. The  order o thc decrease 
was not large. as niight he exiiected, 6 ut. there is no doubt that  it was statis- 
tically si nific.int. Over 15 months the following tabulation shows the results 
i n  one of t t ic  iactories: 

Number of worker* Numbo of Avnoge eficieno. 
Grorrl, Average grol‘p % 

6.5 , . 20 .. 133.8 
14.7 . . 41 .. 132.2 

20-29 ...................... 24.3 .. 35 . .  129.5 
30-39 33.6 .. 24 . . 128.8 
40-49 43.5 . . 13 . . 126.1 
More than 50 88.9 .. 20 ... 127.1 
All groups.. . . . . . . . . . . . . . . . .  30.9 . .  153 . .  130.0 . 

The slight improvement in productivity in groups larger than 50 is believed 
to he due to the fuller use in such groups made of conveyors, enabling the 
working pace IO be controllcd more uniformly. 

-The Dire!4r.Londrnt Apri l ,  1040. 3 1  



Over Taxation 
means Inflation. . . 

says COLIN CLARK 
Director, Bureau of Industry, Brisbane 

rlll1E assuniptioii (Economist, 
Mar. 16, 1 9 4 ~ )  "+~t  taxqioii a t  

the rate, of 40 per cent. gross in- 
conies is here to sta " cannot pos- 

far as can lie judged from the avail- 
able evidence (Ecoi ion~ic.  Journal, 
Dccembcr, 1945) taxation on any- 
thing like this scale will end in in- 
flation, not only in the coursc of his- 
toric time :IS described !iy MI. 
Gr;ili;im Hutton. hut in two or three 
years. If tax collectinns arc not re- 
duced, then money .national income 
will risc till a reasonable ratio is 
restored (while rcal national incoirie 
remains station;iry or falls). I'uhlic 
npinjon will he changed, not by tlie 
"many years of propaganda" which 
yo" envisage, but by tlie harsh facts 
of inflation i n  the imnrediatc future. 
Excessive taxation acts on rcal in- 
come through an economic process 
of disincciitire with which M'C itre 
familiar, and at  the same time cx- 
lands money incomes through the 
ess fainiliar socio-polirical rocesS of 

wcakening those forces (ali R e among 
go~'crnmcnts, clcctors and private 
cniploycrs) which can normally be 
relied on to resist .'inflationary prcs- 
sure. Can we not six lxforc our eyes 
what heroic pnlitical effort has been 
necessary even to .keep the rate of 
incrc;isc of money earnings down to 
16 per ccnr. ii year; how tlic slightest 
withdrawal of food subsidies may 
set i n  motion political forces which 
will upset the .whole carcfully 
balanced apple-cart; and does any-. 
one suppose that ii non-ldahour 

Frmn (I lruer in l'hn Er 
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sibly, it seems to me, Y IC fulfilled. So 

1 . . .  . . .  

Government would be any firmer in 
resisting this pressure? , 

I he s tern teachings of experience 
arc that inflations tc,nd to proceed 
' i t  an ;iccelcrating pace till a stage is. 
reached where only substantial 
foreign assistance will serve to halt 
them. A fall in prices abroad will 
not necessarily stop them: in i g z i  a 
rery heavy fall in prices in the rest 
of the world caused nothing more 
than a slight. check i n  the npwaid 
movement ,of inflation in the Con- 
iincntal belligcient countries of 
World War I. 

The long years of uneinplo ment 
in the 'twenties and 'thirties &hich 
will proliahly ncver recur) have dis- 
torted our thinking. I. beliesk that 
the .elector is not nearly. so 
enamoured of the Social Service 
State as the politicians, of all parties, 
now make him out ti) be. Tell the 
clcctor that in futorc h c  will be 
allowcd to keep most of what he 
earns and get his becr 'and tobacco 
a t  cost price; girc help to large 
families; giyc soci;il assistance io the 
gc!i.uinely indigent (which means 
going hack to 10c:il administration); 
and I think that under.tliesc circum- 
stances tlic elector would bc quite 
ready to forego all the other social 
services and make his own provision 
for his family's needs. 

After an  inflation, i t  will be ncccs- 
sary to begin agnin on these 'lines, 
anyway; it is more scnsiblc to take 
these steps now. and aroid the in- 
flation and the disastrous loss of real 
incnme which it  will entail. 

. ' 
. I, 

olmniil. Apdl 23. 1040. 
. .  



. . .  Not Necessurily , 
says GLENVIL HALL, M.P. 

There is 110 danger in this country 
in taxation taking 40 per cent. of 
the national illconic. It is obvious 
that the use to which taxation is put 
necessarily rnakcs a good deal of ' 

difference to the percentage which 
any nation can stand; and where, as 
in this country, there is 3 mixed 

economy, partly socialistic and partly 
capitalist, it  is obvious that we can 
bear a much higher percentage, 
because of the use to which the 
taxation lercl is put, than could be 
borne perhaps in a completely free 
capitallst economy. 

llouar ulCo:oainmnr. A p r .  I C ,  1040. 

The Upward Trcnd of Rates 
r l n r  following average figures cover rate for the 83 county boroughs in 

1939-40 . 1946-47 1947-48 1948-49 1949-50 

p :  I.ngland and Wales. 

1416 16/11 18/7 18/1 I 18/3 
~ e r c  is a ciear trend in an upyard direction in spite of increased local 

authority grants and the transfer of the very costly Uiispital and Poor Law 
services to the nation. T h e  temporary reduction in 1948149 compared with 
the precedin year was no doubt due to the Ions of Hospital and Poor Law 
expenditure for nine months i n  1948149. ' 

The  following average figures corer 61 county councils in England and 
Wales. 

1938-39 1946-47 1947-48 1948-49 1949-50 
1013 1216 1411 12f8.4 1217 

The 1949/50 figures show the tcrnporar position arising from transfer 

Education, Health and I-Iighways is still increasing. The  trend of expen- 
diture is still upwards. 

of services to the nation, and the effect o r new grants. Expenditure on 

From INcol corernmrd Fi'noncE. dloy. 1040. 

The following table provides an analysis of County Borough Rates 

No. of County Boroughs i I 1939-40 I 1946-47 I 1947-48 I 1948-49 I 1949-50 ' 1  
Under 10s. in the E . . . . 5 - - - - 
10s. and less than 15s. . . 37 21 9 

1158. and less than 20s. . . I  3; I :! 1 && ' 1  :! I ;S I 
20s. and less than 25s. . . 

. I  1 , l  83 I 83 

47' 
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Labour 
By Professor P. SARGENT FLORENCE 

r HE gcneral scope of this work, 
'' which Professor Florence hini- 

self describes as a Manual, is out- 
lined by him in the .introduction: 

"This book deals mainly with facts 
and generalizations from facts, but 
links them by argument relevant to 
p c k i !  problems in Wcstern 
civilization to-day. These problems 
revolve round tlie eflicient full em- 

loyincnt of 1:ibour in a more or less 
%e, market system of,cconomy. T h e  
argument is largely about the con- 
ditiuns (incloding' comparative 
wages) underlying inclustrial efici-. 
cncy and maximum production from 
rarious labour resources a t  least cost. 

"Setting out by estimating inan- 
power. analysing the human factor 
and measuring labour efficiency, the 
book summarizes recent evidence on 
employment conditions making for 
or against efficiency; and 011 the in- 
cidence of nnemployment. 

"Unemployment is i i i i  incficicnt 
use of labour, and policies arc in- 
dicated both for increasing efficiency 
in employment and for decreasing 
~incmployment. The  last two chap- 
ters discuss who is to implement 
and direct these policies in the light 
of past and of possil?le future pro- 
glcss. Under our present economic 
system, trade unions, the employers 
and t!ic State all take part in indus- 
trial control and the argument thus 
links trades unions :IS well as "11- 

cinploynient with the central theme 
of efficiency." 

"Labour Hesources and Utiliza- 

. 

tion," Part I, is divided into three 
chapters, Man-power, the Human 
Factor and Economic Forces, and 
Measures of Labour Eficiency. 
Part 11, "Labour in Eniploynient," 
which is much the longest, deals 
with such subjects as hours of work 
and tlie effects, physical. conditions, 
social rclationshlps, the amount of 
the wage and the methods of pay- 
ment, selection and training of 
workers and, finally, types of worker. 
age and sex, with special reference 
to woineii workcrs. 

Part 111. "Unemployment," dis- 
cusses the incidence of unemploy- 
mcnt and its promotion. "The plan 
for f u l l  einployincnt must (lie says) 
include precautions for ensuring 
mobility l~et,~vcen industries and 
occupations. T h e  plan Innst, how-, 
ever, also ensure that fiill employ- 
iiient does not lower inccntires to 
elficicncy on f h e  job. 

"Two danger points arise from the 
prerenrire and lliativc measures 
incluc1et-l in the p r n .  If full employ- 
ment incans more jobs than men 
(n) dismissal for inefficiency is less 
likely, and fcar of it may not exist 
to act as a spur to efficiency on the 
j?li; and (6) workcrs may be con- 
tinnally quitting to seek for other 
jobs in their own trade, thus raising 
the costly labour turnover rate. Un- 
less they are moving from a less to 
a more efficient orgnnization they 
are not neccssarily conferring any 
Ixnefit on the nation b y  such 
mobility. hlobility is not good in 
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LAUOUK 475’ 
itself; it  is an advantage only when 
the labour force thereby adjusts 
itself to c1i;inges in consumers’ 
r1cm;inds and to the relative 
efficiency o f  producers. The  danger 
is that full ctnployinent policies 
while obstructing this adjustment 

encourage ’functionless’ 
::&ity which merely raises the 
labour cost of factory or firm. 

AII Must >e Efieient 
“In minimizing tlie threat of d~ese 

dangc: points it is often said that 
inefficiency coupled with security 
from’ dismiss;il, and persistent tiirn- 
o w r  :rpplics only to :I minority of 
workers. This is no doubt uue; but 
if a large national output is required 
the minority m i l s t  be efficicnr as wcll 
as the majority, and the minority 
inay lic quite a large onc. Its size is 
ii matter of ini.cstig;ition ;d, indeed, 
the problems consc i ient upon the 
full cmploymcnt o? every workcr 
rcqiiirc :IS much rcscarch :iod in- 
formed “know-how” in their solu- 
tions a s  the allicrl prolilems of full 
efficiency of the average worker. 
Otherwise full employment inay 
mercly mciin n fall in arcrage 
efficiency.” 

Part IV, “The Direction of Labour 
l’olicy,” has two chapters. tlie Con- 
trol of Lalmnr Conditions, and Social 
Progress and Policy. 

Professor Florence’s views of what 
an  enlightened and informed policy 
should lie arc given in the conclud- 
ing p:igcs. “The development of a 
social policy that has helped to raise 
the mode of life and status of labour 
has not just heen the result of bour- 
geois goodwill and labour power. 
The discoveries of natural science 
laid the foundation for our present 
material progress; discovery in 
human and biological sciences has 
,been helping the distribution of the 
results of that progress, and initiat- 
ing..a. wider. aclvan_ce. Biology con- 

1 
I ‘ 

tributed towards the preventive 
measures against sickness causing 
absences froin industry, and toward 
public health gencrally. The  fall in 
death ratcs has been largely due to 
reduced deaths from diseases of 
which we now know the causes, 
though we did not a hundred years 

‘ago. The  fall has been particularly 
marked among tlie poorer sections 
of the community and has thus 
Icselled down the class differences in 
death rates. 

“Similar progress in the future 
may be hclpcd on by clcvclopments 
in economic science. Here the 
avoidancc of unemployment without 
prcjudice.io efficient production and . 
incentives to labour may be a test 
case, and has already been discussed. 
Social progress i n  the long run 
ret uircs, honwcr,  more than en- . 
1iJ r itcnmcnt 011 economics. The  
qucsrion who is, in fact, in control 
of employment and labour policy 
w a s  dealt with in earlier chapters 
and clearly niorc enlightenment is 
needed on the wider questions of 
political science. Direct’ control of 
policies affecting general social pro- 
grcss is, i n  modern Britain, in the 
hands of private business firms, co- 
operative societies or local or central 
Govcrnmcnr; indirect control in the 
hanrls of tr:irlc unions. Much more 
scientific information is needed on 
the relative capacities of these 
agencies of control and their 
mcthods of management, if 
economic and +nocra t i c  olijcctivcs 
and even n life of greater amenity are 
to he eficicntly approached. 

avoidance of unemployment and 
rising productivity per man and 
hence rising standards of living and 
amenities-lies today  largely with 
the rop managemcnt of big indus- 
trial enterprises whether co-operative. 
or nationalized or controlled by 
capital. It is a problem in practical 

, 

. 

‘ 1 1 .  1he key to social progress-the 

’ 
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LABOUR 47 7 
politic;tl science to find thc staffing science is oftcn not rccognizcd. May 
procedure which will bring thc niorc this manual contributc towards 
cfficicnt and cntcr iising managers greater understanding of thc human 
to the top. Yet so Et; from rcmct-lies ancl  social sourccs of 1;tl)our and 
bcing sought the prulilcm in political cfficiency and progress.” 

AGRICULTURAL MACHINERY 
In less than a decade British agriculture has become 

one of the most highly mechanised in the world. with over’a quarter of P million 
tractors at work. The three most important developments in the Agricultural 
Engineering Industry have been firstly the extension of tractor production, 
secondly the prOwing interest in implement making. largely as the result of the 
introduction of the hydraulic lift, and thirdly the establishment of American and 
Canadian firms in this country. .Most of the agricultural tractors produced are 
wheeled machines and under 30-horse-power, a limitation which may prove a 
serious disudvantoge in the home nnd still more in the export markets. Output 
in 1948 has been at least double the war-time peak and perhaps eight times the 
1935figure. , 

(P.E.P.,London, 1016). 

A MEASURE OF CORN by David Ferguson 
(Pcn-;”-Hand, OAford, SI-). The economic equilibrium of world economy 

depends on wheat and rice. In s ~ p p o r t  of this theory the author quotes Adam 
Smith,nndcriticises Murxformaking labourthestnndardofvalueinsteadofcom, 
though Man: had spoken of the wlue of wheat 8s remaining the silme whether 
expressed ,in silk, gold or m y  other commodity. Six charts are appended 
showinpthe connection between wheat pricesand wheat production with business 
activity and the Bank rate, as also the economic disequilibrium caused by wheat 
imports and the pressure of world wheat supply on foreign exchange rates. 
“The wheat theory,” he says, ”has two contradictory aspects. High home 
home wheat prices raise industrial costs and reduce industrial purchasing 
power. High overseas wheat prices mise industrial costs at  home but raise 
overseas purchasing power still higher. Low home wheat prices lower 
industrial c o m  but reduce agricultural purchasing power still lo\rer. Low 
overseas wheat prices lower home wheat-prices and overseas purchasing power. 
That is the paradox of national and world economy.” 

MAN-PLAN I N  SOVIET ECONOMY by Andrew Rothstein 
(Frcdekck Muller, Ltd.. 10/6). This book seta out’ to  explain the Soviet 

economic system and to correit misapprehensions about the way it works. In 
the author’s view, the individual Soviet citizen plays P more importan! part and 
hss B greater influence in planning.snd the execution of plans than is commonly 
supposed; this i s  particularly true of the management of Collective Farms, to 
which he gives B long chapter. A point to which Mr..Rothstein attaches impor- 
tance is “Socialist Emulation” as nn incentive to  production both for industry and 
agriculture. . Industrialisation in Central Asia is described in some detail; by 
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1950 the Asiatic Republics will be numbered among the leading industrial 
countries df the world. a development which will ha& far re nc h' ~ n g  consequences. 

EARTHBOUND CHINA 

(Routledge and Kegan Paul, 18 f-). This study of Rural Economy in Yunnan, 
the South Western province of China, was carried out by two members of the 
National Yunnan University in three typical villages during the years 1940-43 
and gives a vivid picture of sacinl conditions. 
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The Outlook for Cotton. JOHN HARDAKBR & A:C. WILD, Btrreau sf Currrnt Affairs, 
London. A pamphlet, popular in style. solid in information, optimistic in outlook. 

Queensland-Its Resources and Development. Montbly Sutntnnry of Australian 
An e~cellent , Conditions, Notional Bank o/ Atrrtraloria, Ltd., Melbourne, April 1 I, 1949. 

British Horticulture: A Vital Industry. Lloydr Bmk Rminu. April, 1949. 
author is a mnn of the soil with over forty years' experience. 

Government Borrowing and the Surplus Funds of the Banks. P. DRUNDCLL, 
Sknndinaoirkn Banken Rn,im. Starkholnr. April. 1949. Although primarily concerned 
with Sweden, half the article is concerned ?vith the wider issue of the importance of 
bank liquidity. 

The  

Merchant Shipping Since the War. Monthly Rmirrv SfBonk qfNovo Siorin, March, 
A useful survey with table? showing composition of sengoing merchant fleets, 1949. 

and world,shipbuilding activity-pre-war and past-war. I 

Place of Gold:  US. View. US. A'ar and' World Report, April,. 1949. Partly 
historical, partly theoretical, but it sees no sign that U.S. Treasury intends to pay more 

I 

Denationalization. G .  POLASW, Time and Tide, London, April 2 3 ,  1949. 
meuns technically impossible.to denationalize a nationalized industry. 

It is by no 
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Much has already been achieved 
from i t s  efforts:- 
I .  Important new methods of CANCER effective treatment. 
2. Greater :$adiness o f  suffer- 

e r s  t o  seek early diagnosis, 
which either disposes o f  
the i r  anxiety o r  gives more 
hopeofsuccessful treatment. 

3. Control  o f  certain types’ of 
Cancer. 
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iv. 

“Let’s choose Executors 
7 7  and talk of Wills . . . 

So, according to Shakespeare, spoke King 
Richard 11--nther belatedly-when he felt his life to 
be i n  danger. To-day, also, there are many people who 
leave the drawing up of their Wills until they are im- 
pressed with a sense of urgency; othcrs I!andicap their 
dependents by not making a \Vi11 at all. or hy leaving 
one which is not fully effect,ive. 

T o  find amongst one’s personal friends the 
ideal lixecutor ia frequently no easy matter and, in any 
case, there is unfortunately no guarantee that such a 
‘friend; when found, will survive to complete his task. 
\Vhat is more, the duties and respnnsibilides invoked 
are onerous, requiring much timc and thought and also 
wide kno\vledge. \Vhy then burden your f r iend-or  your 
wife or  husband-when the expert services of the “Atlas” 
can be secured at very moderate cost? Such an 
appointment will ensure not only that your Estate is 
administered with experience and invested with skill, 
but that it will be attended with continuity of service. 

Write /or an expluiialnrj Lwklet IO : 

ATLAS 
ASSURANCE 
COMPANY LIMITED 

U 
92, ’ CHEAPSIDE, LONDON, E.C.2. 


