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THE PRICE SYSTEM 
n y  SIR HUBERT HENDERSON 

Extracts from Presidential addre8.r in the Eronomicr Section of 
the Conference of the British Association, Brighhm, Sept., 1948 

MY +sent from the price system 
ideology goes much deeper 

than a distaste for its over-sweeping 
claims in matters of practical policy. 
Its logical foundations seem to me 
unsound. The  main idea on which 
it rests is the concept of an equili- 
tirium price to be brought about by 
the forces of supply and demand. 
In times of large-scale economic 
maladjustment, this concept of an 
equilibriuiii price is, I submit, 
ambiguous. The theory of value 
comprises two parts, a short-term 
part and a long-term part, though 
as Alfred Marshall was careful to 
warn us "of course, there is no 
hard and sharp line of division 
l~etween long and short periods." 
In  the short run, the supply in any 
market may be taken as a more or 
less &Ted quantity: and the equili- 
brium price is that which will's0 
curtail an excessive demand, or so 
stimulate a deficient one, as to 
match the immediately available 
supply. In  the long run, the supply 
of most things can be radically 
altered : and the equilibrium price 
i s  that which will evoke a rate of 
supply sufficient to meet the 
demand which will be forthcoming 
at that price. For  a particular com- 
modity, accordingly, the long-run 

equilibrium price corresponds to 
the cost of producing it, including 
in that term a fair profit margin. 

Now in ordinary times, when the 
economic system has not been sub- 
jected to any recent large disturb- 
ance, the short-term and long-term 
equilibrium prices of most things 
arc seldom fa r  apart: and any small 
difference between them resulting 
from some small maladjustment 
between supply and demand serves 
as an effective and comparatively 
unobjectionable means of correcting 
that maladjustment. I f , f o r  
example, the demand for  some par- 
ticular commodity or  material ex- 
pands so as to outrun the current 
rate of production, the price tends 
to rise, production becomes more 
than usually profitable, and the rate 
of production is increased until it 
becomes sufficient to meet the en- 
larged demand. For this purpose, 
a very moderate rise of price will 
usually suffice: and a very moderate 
rise is all that usually occurs when 
times are what I have called 
ordinary, though there may be im- 
portant exceptions even then. These 
are the conditions in which the price 
mechanism in a free economy works 
efficiently. 

The  story is apt to be very 
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different wheu the maladjustments 
to be ‘corrected are very large. If 
it is a case of a large excess of 
demand over supply, the short-term 
equilibrium price inay be very high 
indeed, much highcr than is useful 
in sti~iinlating additional production. 
For an exorbitant price does not 
stimulate production apprcciably 
more than a good price; it fre- 
quently stimulates it less. Indeed it 
is a well-established paradox that 
XI cxccssive price sometimes lcads 
to a decline iu output, because many 
classes ol liroducers are disposed to 
work less hard when an accustomed 
iucome can be earned with less 
esertion. On the other hand, the 
disadvantages of an exorbitant 
price, or in ulore popular language, 
ii profitcering price, may he very 
great. , . . 

I t  is a mistake, therefore, to 
suppose that in such conditions the 
theoretical short-term equilibrium 
price is either what we want, or 
what we normally get in a free 
economy ; or that relative prices 
would be ‘‘ right” i f  the State did 
not interfere with them by controls 
:inti suhsidies. The parados that 
the prices of second-hand motor- 
cars are often a good deal higher 
than the prices of new cars of the 
same makes can be observed to-day 
i n  the United States, no less than in 
Great Britain. This inatters little, 
Ihut it illustrates the anomalies that 
:ire apt to occur in  price relations 
when shortages are widespread. 
Some of these anomalies do matter; 
and it is important to limit their 
growth. Unless we are to go out 
of our way to force up the less 
volatile p r i c e s to profiteering 
heights. this means that we must 
keep down the more volatile by 
appropriate restraints. Prices fail, 
in these circumstances, to discharge 
the function of lopping-off excess 
demand ; and problems of allocation 
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must’be dealt with by other ineans 
or left unsolved. 

It is true that shortages or sur- 
pluses are apt to be most wide- 
spread, a n d t h e  consequential 
anomalies most serious, when there 
is a large maladjustment between 
aggregate demand and aggregate 
supply. llut it is not true that the 
former disequilibria are always a 
mere by-product of the latter. They 
may somctinies have a comnion 
origin, as in the great economic 
disturbance caused by a major war; 
they may sometimes arise independ- 
ently; or the relation between cause 
nud effect may be the other way 
round, for sometimes particular 
maladjustments may play a hig 
part, as 1 believe they do now, i n  
causing or maintaining a maladjust- 
ment between aggregate supply and 
aggregate dcinand. However this 
may be. particular ulaladjustnients 
of large magnitude and crucial ini- 
portance may remain, after global 
equilibrium has been restored. 
Wherever s 11 c h inaladjusti~ients 
exist. the short-term equilibrium 
price may divcrge widcly from the 
long-temi cquilibrium price; and 
real difficulties and problems may 
arise, for which the ordinary price 
mechanism affords no adequate 
solution. . . , 
Bolance of Payments 

I pass uow to consider their 
hearing on the most formidable of 
all our national economic problems 
-the large and persistent deficit in 
our balance of international pay- 
ments. 

Is there really any reasonable 
prospect that the restoration of 
balance hetween aggregate demand 
and aggregate supply in our internal 
economy would enable us to entrust 
our external economy to the price 
mechanism, that is to say, to remove 
restrictions upon imports, including 
imports from dollar or other hard 
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currency sources? Is this even 
conceivable, so long as the prices of 
the foodstuffs and raw materials 
which we have to import are as 
high as they arc to-thy? The  ques- 
tion is onc which we arc in a fair 
position to judge; for though wc 
have not yet climinatctl thc C X C ~ S S  
of aggregate demand in our internal 
economy, we are not, I hope, very 
far now from doing so. The  pro- 
gress we have made in this matter 
has not, however, brought us within 
sight of closing the deficit in our 
b:dance of external paymcnts. :I<ven 
the target laid down i n  tlic Econo- 
mic Survey for 1948 wcnt no 
further than a reduction of this 
deficit to f 2 5 0  million in the pre- 
sent year; and in the light of what 
has happened since, there is little 
chance that that target will be hit. 

Wc arc running a formidable 
deficit in this vital sector of our 
economy despite the fact that our 
total volimie of imports is held 
down hy incans of an austere pro- 
gramme of import restrictions to 
about 80 pcr cent. of the pre-war 
level, and despite the fact that our 
commodity exports are considerably 
larger in volume than before the 
war, Ict us say by about one-quarter. 
Additional cxports normally require 
:idditional imports of raw materials. 
Accordingly, the volume of imports 
available to satisfy the needs of our 
resident population is probably 
appreciably less than 80 per cent. 
of the pre-war volume, although 
this population is more numerous 
than it was. On the other hand, 
onr consumption of goods antl ser- 
vices as a whole, though its exact 
rate is a matter of some abstruse 
controversy, cannot reasonably be 
put much lower than before the 
war, a t  any rate when capital goods 
are included, as it is right to include 
them for the present argument. So 
we have the contrast : consumption 
bf imported goods less than 80 per 

cent. of pre-war, total consumption 
about 100 per cent. of pre-war. 

Import Restrictions 
I f the consuming public, together 

with manufacturers and traders, 
were free to choose between homc- 
produced and imported goods, therc 
is no rceson to suppose that iiii- 

ported goods would represent :I 
smaller fraction of thcir total pur- 
chases than formerly. I t  is true 
that in  thc absence of subsidies, 
imported goods would have risen 
more in pricc. Against this, how- 
ever, must be set the re-distrihution 
of net income in favour of the 
lower income groups, who spend a 
smaller part of their income than 
others on services, and a larger part 
on commodities from overseas. If, 
therefore, import restrictions were 
rcmoved, it would seem only reason- 
able to expect that the volume of 
relevant imports would return from 
less than 80 per cent. to about 100 
per cent. of the pre-war level, an 
increasc of more than a quarter. 
At present prices, which might of 
course be increased by atlditional 
purchases, this would add over 
E400 million to our national ini- 
port bill. 

Influence of Inflation 
How would this result be affected 

tiy the definite removal of every 
vestige of inflation? This might 
serve to reduce our aggregate con- 
sumption somewhat, a 11 d t h e  
demand for imports correspond- 
ingly. Conceivably, our aggregate 
consumption may have to be re- 
duced, failing a sufficient further 
increase in output. Rut no one, 1 
imagine, would suggest, least of all 
the critics of austerity, that our 
aggregate consumption of goods 
antl services may have to be reduced 
by 20 per cent., o r  more. This is 
the magnitude of the reduction that 
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to increase our exports. That [s 
one of the many reasons why it 
so important to eliminate this 
excess. But . . . we have to keep 
our imports down and get our 
ei.ports up as well. . . . This dis- 
poses of the doctrine that if we 
re-establish global equilibrium we 
can leave the balance of payments 
to take care of itself. 

Exchange Variation 
The locker of price system 

ideology contains, it is true, another 
shot. This is the itlea that dis- 
equilibria in the halance of pay- 
ments can always be corrected by 
variations in foreign exchange rates, 
though opinions differ wldely as to 
how this idea should be applied.. . . 

The ardent ndvocacy of exchange 
depreciation in the abstract, in 
which most price-system ideologues 
indulge, is attributable to the pivotal 
r6le which they assign ,to the con- 
cept of equilibrium price. There 
mis t  be, they b e  I I e v  e ,  some 
equilibrium rate of exchange which 
would equate the supply of and the 
demand for  dollars. I reply that 
when our import-export balance is 
so fa r  from adjustment, there IS a 
huge divergence between the theor- 
etical short-term equilibrium rate 
a n d  the theoretical long-term rate. 
“The former is that at which the 
.demand for  foreign exchange 
would he in halanFe with the supply 
:iccruing from buslness transactions. 
The  relevant long-term norm for 
the exchange rate between two cur- 
Tencies, corresponding to the cost of 
production as the long-term norm 
for the price of a commodity, IS. to 
use the phrase coined in the last 
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would be needed, if the removal of post-war period by Professor 
import restrictions were not to Cassel, t h e  i r purchasing-power 
result in increased expenditure on parity; not, of course, that that is 
imported goods. likely to remain constant in unstable 

I t  may be hoped that the elimina- times any more than ,the cost ,of 
tion of excess demand will also helo producing a cornmodlty remalns 

constant. 
I t  is to this porm that Professor 

Hawtrey appeals in maintaining 
that sterling is too low relatively to 
the dollar. I am not quite sure that 
he is right in maintaining this; 
subsidised prices and changes in 
relative productivity make the 
relevant price-level calculations a 
treacherous bog. But he may be 
right, or the trend of relative 
costs may soon make him right 
If so. T infer that our exchange 
rate is about where it ought, to 
be. For the price prescription 
which I offer for conditions of 
serious maladjustment is that the 
price should deviate from the 
long-term norm in the direction 
of the short-term equilibrium price. 
hut only by a narrow angle. 

I t  is important that the angle 
should be small. Just as an exorbi- 
tant price is seldom more effective 
than a good price in stimulating the 
output of a commodity, and may 
sometimes even lower it, so an 
exchange rate which is far helow 
purchasing-power parity is seldom 
more effective than one which is 
only slightly below this norm in 
improving the balance of payments 
of a country in deficit, and may 
even \\’orsen it. I t  would be foolish. 
thcreforc, and possibly disastrous. 
to try to make actual rates of 
exchange correspond to the short- 
term equilibrium rates, when these 
would be far below current pur- 
chasing-power parities. This is not 
a matter of a priori dogmatism. I t  
is the principal lesson whi5h was 
taught, even i f  we have failed to 
learn it, by the runaway currency 
inflations on the Continent of 
Europr in the 1920’s. A marked, 
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and almost invariable feature of 1920's in all respects. On the 
these inflations was that exchange essential point, however, of the 
depreciation in the country con- capacity of exchange depieciation 
cerned moved far ahead of the rise to improve a country's balance of 
i n  internal prices, so that the deter- payments, this experience is ex- 
rent to imports and the stimulus tremely pertinent. I f  contemporary 
to exports were as strong as any experience is preferred, the large 
price system ideologue could pos- and rapid increase in French prices 
sibly desire. Yet the balance of which followed the devaluation of 
payments was normally worsened, . the franc in January, 1948, is 
because the effect on the terms of equally apposite. British econo- 
trade outweighed the effect on the mists, I suggest, would do better to 
relative volumes of imports and heed these lessons than to bandy 
exports. calculations in terms of elasticities 

The  inflationary process was conceived as quasi-constant ratios, 
therefore cumulative. The rise ,in capable o f  measurement. In  effect, 
internal prices, though never catch- all such calculations beg the crucial 
ing up with the external deprecia- questions at issue, taking for 
tion, at least until the final stages, granted first that a country can 
was always hurrying after it. I t  push exchange depreciation to any 
proved difficult to balance budgets degree desired without affecting its 
in such conditions; and the process internal price-level, and second that 
continued until eventually it was the effect on the balance of pay- 
ended, whether before or after it ments, assuming this to be favour- 
had culminated in a complete able, will increase without limit 
dkgriitgolode, b y ,  applying what with the degree of the depreciation. 
came to be recognised as the indis- I submit, then, that for correcting 
w s a b l e  remedy. This was to hold a huge maladjustment in the balance 
the forekll eycharw rates firmly of payments, such as still confronts 
for  a Period, by means of foreign Great Britain, counter-inflationary 
credits O r  the free use of the financial measures, though helpful, 

, 
I 

c?Ltntq's OWt1 gold at a cannot suffice; 2nd that exchange- 
level in the lleigllbourhood Of the rate variatioiis might be harmful, 
wchasing-power parity. So only It is essential to keep down ihe could the breathing space be secured 
in which any other measures that 
might be needed for stahilisation 
could take effect. 

rolulne of our import as 
effectively as we now do by 
o f '  import restrictions. And not 
onlv to keen down their total 

BeRging  he Question vol&e, but inore particularly that 

,jays . of unrestricted f r e  i we call hard-currency sources. The 
exchange markels, when individuals principle of non-discrimination does 

free to their mOnev not fit a world in which the whole 

These things happenet, .ill the part Of the111 that comes from what 

abroad, This freedom, by the wai, international balance of payments 
was regarded then, and indeed right has been upset. 
up to 1939, as an essential feature There reniiiins mother aspect of 
of a free economy. Now that the problem to which I should refer. 
capital movements are tightly con- Might not the necessary limitation 
trolled in most countries, it is un- of our impart expenditure be 
likely that an inhtionary movement secured by means more conform- 
would conform to the model of the able, as the phrase goes, to the price 
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mechanism than quantitative import 
regulation ; for example, by Iiigh 
tariffs or by thp auctioning of im- 
port licences, as F'rofessor A4eade 
persistently suggests? My :uiswer 
is, where we are free to choose, 
.that that method should be chosen 
which will secure its object most 
simply and most effectively. For  
some commorlitics, duties are un- 
questionably the most appropriate 
form of import limitation, 'notably 
for tobacco where the objects arc 
mixed, and the indirect saving of 
dollars through the raising of 
revenue may well predominate over 
the direct saving accruing from a 
cut in purchases. But many of our 
import restrictions are prohibitions, 
complete or  nearly so, at least on 
imports from particular countries. 
Nothing would be gained, not cven 
a saving of administrative costs, by 
replacing these prohibitions by 
duties designed to be prohibitive. 
Here the quantitative method i s  
simpler, more straightforward and 
more certainly effective. For  other 
conimodities i t  inay be important to 
avoid raising prices to the home 
consumer. Again, a large part of 
our imports is purchased at present 
directly by the State, and here 
manifestly it is impossible to evade 
the quantitative question, how much 

YL\'I\R WEFALY 1 3 U N I N G S  
(s ldl ings)  

1906 27.0 
1924 57.6 
1931 55.7 
1935 56.9 
1947 121.1 
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the State should buy. 
The principle that I have sug- 

gested applies, of course, more 
widely. Wherever the need for 
effective regulation is made out, the 
question of the best method to 
employ should be settled on merits, 
in the light of the relevant circum- 
stances, and not by ideological pre- 
possessions, either for the price 

' system or against it. . Quantitative 
controls, allocation schemes and the 
like are crude and clumsy iustru- 
ments, which it i s  absurd to idealise. 
. . . But it must not be supposed 
that there are no defects in the so- 
called financial controls which some 
prefer. When, for example, it i s  
suggested that the need to ration 
scarce essential commodities might 
be averted by redistributing pur- 
chasing power by really drastic 
fiscal measures. it is well to remem- 
ber that taxes have their disadvan- 
. t a g s  and sometimes arouse criti- 
cism, that their incidence i s  not 
always just or scientific, and that 
officials have to be employed to 
assess and to collect them. 

The Same scheme of analysis 
which I have applied to foreign 
exchange rates and the balance of 
payments can be applied with 
appropriate modifications to the rate 
of interest and the balance between 
savings and investment. 

Cosr OF LIVIXG REAL EARNINGS 
(exprcsscd as a (erpressed (15 D 
percentage of 1906) pcrrnttogc of 1906) 

100 I00 
188 114 
158 131 
154 137 
286 156 

M M M  

Earnings of Male Manual Workers, 1906-1942 



Industrial Units 
Getting Larger 

Establishments with over 50 
workers have become more com- 
mon. But the great shift in 
employment has been to the very 
large works. At the end of 1947, 
30 per cent. of employees were in 
work at places with over 1,000 
workers, compared with 22 per 
cent. i n  1945. Nearly 7 per cent. 
were employed by a small group of 
Go establishments with over 5,ooO 
workers each. 

BITISII industry emerged .from 
. the war with far more large 

units and fewer small ones than it 
had before. This is :in important 
trend towards greater concentration 
and probably towards greater 
eficiency. The  ch:ingc WIS rc- 
ceotly described i!l the i131irrisfry 
of Lobour Ga?e/fc. I n  1935 only 
533 establishments employed 1,000 
workers or  more. At the end of 
1947 there were units of this 
size. At the other end of the Concentrotion of 
scale there were 15,640 units with ~~~l~~~~~~ 

over 1,000 in the twelve years, even cel,trated i,, the motor and a i rc ra f t  

lishments had risen from 48,944 to cent, of employed are in s 1,040. works with over 1,000 on the pay- 
Firms with ten workers or less the metal manufacturing 

are not included in these figures, and shipbuilding industries the 
and firms with more than one corresponding proportion is  55 per 
“establishment ” are counted more cent. textiles it is only l2 per 
than once. The figures, therefore. cent, H~~~ ,llcdium-sized units 
:‘re not a Glide to .the extent 0.f with 25 to 500 workers account for 
monopoly in  British industry. The 80 per cent, of the total number, 
unit is the dace  of work. not the This nletlium size is also typical of 
“aWC o f  single ownership. The the briclc, pottery, glass, stone and 
nttached table shows the proportion celnent industries. I,, food and 
Of  the total number O f  establish- drink, woodworking and furniture; lncnts and the ProPortiol1 of the paper and printing, there is a high 
numbers emploved accountcd for proportion of very works 
fly units of different size :- with 11 to 24 employees-nearly 

SIZE OF BRITISH FIRMS 40 per cent. in each case. As would 
crfabi,ri,mntl cmp~oycd be expected, bigness is to be found 

Cen~llr 7g;F. C;;;;s in  the heavy industries and small- 
ness in the consumer trades. The 

io. 91 ... 19 I7 I I  12 persistence of the small unit is 
SM.m IM-491 ... ... 21 3 20 2 i! :i perhaps as typical of the British 

1.m un ... 2 1 30 22 scene as the increasing number of 

8 .  ,ir“nri)mirl. rui.r 26. 1918. . I  

1 1  to 24 workers, a decrease o f  ~ l l l , ~ ~ o y m e n t  is most heavily con- 

though the total number of estab- irldustries, where as much as 60 per 

7” vi totail %Of tdtrl 

s<,, “i 

11.24  ... 30 34 
25- 49 ... 25 26 

cm.’loyrrs , 1017 l%j 

$ 5  

tim im ~ i m  ~m large uorks. 



IMMIGRANTS 
The Real Source of U.S. Riches 

By PROFESSOR CORRADO GIN[ 

This veterun Italian Economist cairn- 
Ides America’s vast debt to Eiiropr 

H o w !  can it be that with natural 
resources which, while con- 

siderable in certain directions, are 
not, on the whole, phenomenal, 
with :I thriftless population, a poor 
administration, captains of industry 
and finance of only average ability, 
America has been able to create that 
admirable wealth, the‘ formation of 
which has heen watched with 
wonder by the world? h4y answer 
is that as  ii inalter of fact that ad- 
mirable crcation has never existcd. 
I’hcnonienal collective prosperity 
has indeed existed, and exists, but 
it is due to circumstances indepen- 
dent of the person;il merits of the 
Americans. 

The American nation i n  the past 
was, to a large extent, relieved from 
the cost of rearing the new genera- 
tions. Twenty-seven :und a half 
millions of immigrants, almost all 
Europeans, generally io the prime 
of life and at the height of their 
productive power, settled on the 
territory gf the Republic of the 
Stars and Stripes from 1820 to 
1930. I leave out of account more 
than 12 millions who returned to 
their home countries, and I stop at 
1930 because all the data necessary 
for making the calculation refer to 
that year or to those immediately 
preceding it, and hecnuse those 
Years marked the acme of American 

prosperity. To make by argu- 
ment all the more convincing, I 
wish to place myself in the condi- 
tions least favourable to my pro- 
position. From 1802 to 1912 al- 
culations show that there were 
about 142 million births in the 
United States, and that of these 
more than two-thirds (95 million) 
reached adult age (18 years). Im- 
migration therefore made a nearly 
30 per cent. contribution to the new 
generations of American workers. 

Value of Adult Inntigrants 
I3ut what fraction of America’s 

national wealth-you will enquire 
-can the economic contribution 
made by these immigrants have 
represented? According to calcu- 
lations made precisely in 1930 by 
the best qualified A m e r i c a n  
specialists, an American on reach- 
ing the age of 18 had then cost, on 
the basis of interest at the rate of 
3.50 per cent. per annum, about 
10,000 dollars, and the present 
value of his future net income, duly 
discounted. rose to almost 30,OW 
dollars.“’ Strictly speaking. we 

( I )  I base myself on the results ob- 
tained by I-. I. Dublin and A. J. Lotka 
and set forth in the volrime The Jloncy 

York, 1930. 
vdae of ninn, R O ~ ~ I C I  rress CO., NW 
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should take this latter figure as the 
one on which to base the calculation 
of.  the economic contribution made 
by immigrants, if we agree that it 
has given to America human capital 
of which otherwise she would not 

. have been able to avail herself. 
But many Americans, from Frank- 
lin downwards, maintain that the 
European immigrants have only 
taken the place of a like number of 
natives whom, in their absence, the 
Americans would have brought into 
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on their upbringing were invested 
a t  an annual interest rate of 4 per 
cent. (undoubtedly a modest figure 
for America over the whole of the 
period considered), the economic 
contribution made by the immi- 
grants would have amounted in 
1930, in the currency of that year, 
to a sum of over 2,2M) billion 
dollars. Now, in 1929, the .total 
wealth o f  the Americans was esti- 
mated at less than one-sixth of that 
figure or to be precise at 362 billion 

In the article " Apparent and 
Real . Causes of Aincrican 
Prosperity," from which the 
following extract is taken, 
Prof. Corrado Gini compares 
the theory of saving, tradi- 
tional in Europe, with the anti- 
saving theory formulated by 
Ford, which advocates spend- 
ing all earning, thus stimulat- 
ing production, raising the 
standard of living, and giving 
confidence in the future. He  
shows that the two theories 
correspond to the different 
economic conditions prevailing 
in the two Continents. The 

Americans are not wealthy and 
optimistic because they spend 
all they earn: rather they 
spend all they earn and are 
oDtimistic because thev are 
Gealthy. 

The  fundamental cause of 
the dazzling economic pros- 
perity of the United States is 
to be found instead in the free 
contribution of wealth repre- 
sented by the masses of. emi- 
grants, in the great majority 
Europeans, thanks to whom 
America has been saved the 
expense of bringing up a large 
part of her population. 

the world. This theory is more 
than doiihtful and elsewhere I have 
confuted it, but here I shall accept 
it, as  it leads to an undcrvaluation 
of the economic contribution made 
by immigrants and, as I have said, 
I wish to make a conservative esti- 
mate. According to this theory, 
the only advantage America has 
received from immigration would 
be that of not having had to meet 
the expense of bringing up a like 
number of native born. Well, 
reckoned in 1930 currency at 10,000 
dollars each, the 271 million immi- 
grants represent a value of 275 
billion dollars. Granted that the 
sums thus saved by the Americans 

dollars. Now let us also admit 
that this last figure has a margin of 
uncertainty, and let us also bear in 
mind that my reckoning, though on 
the one hand certainly based on 
conservative estimates (on the cost 
of rearing, instead of the prospec- 
tive value, and on a low rate of 
interest), was, on the other hand, 
based on approximations higher 
than the real figure as they pre- 
sumed that all the immigrants were 
18 years of age, and that the cost 
o f  rearing them had been. ovcr the 
whole pcriod, the same as  that at 
which it stood in 1930. Rut this 
will certainly not suffice to fill the 
gap, as we shall soon see. 

. 
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As to the influence of, age at the 
date of immigration, those who 
wish to take it into account must 
necessarily base their calculations 
on. the prospective value rather than 
on the cost of the immigrants. By 
so doing we obtain, on the basis of 
the classification by age of the 
immigrants in each decade and at 
the'annual rate of interest of 4 per 
cent., a figure of 6,011 billion 
dollars as the prospective value of 
27 million and a half of immigrants. 

I will not conceal that 1 do 
'not Lelievc that in America the 
prospective. value of an adult 
averages almost three times his cost. 
I t  is indeed true that while the 
calculations above referred to of 
the 'cost of an adult may bc con- 
sidered approximately accurate for 
both 'males and females, as the 
authors remark, those relating to 
prospective value refer only to 
males, without even counting among 
the debts .of their rearing the value 
of the work gratuitously pcrformcd 
in their behalf by women. The  
prospective value of the American 
womaii wonld, of course, stand a t  
a much lower figure; but certainly 
not so much. lower as to account 
f o r  t h e  difference between a 
prospective value of almost 30,000 
dollars for the males at a cost of 
approximately 10,000 dollars fo r  
the adult of both sexes, a3 in that 
c:~se we should have to admit that 
prospective value of the American 
woman was negative by almost 
10,ooO dollars. 1 have not .got the 
data for making even a rough 
calculation. I remember, howcvcr. 
that in Europe the prospective value 
of an adult is generally, on the 
average, definitely inferior to his 
cost''! i in America, where earnings 
are easier and more plentiful, T am 
willing to admit that the two items 
may be equal. Desirous of correct- 
ing, i f  only roughly. the above 
stated results on the hasis of these 

MIC DIGEST . ,  

considerations, I shall therefore 
reduce by two-thirds the 6,011 
billion figure reached, leaving: out 
of account the .fact that, ev:n 
among the immigrants who settle UL 
America, males are rather more 
numerous than females. We thps 
get a figure of 2,004 billions. Let 
us make yet a further reduction sa 
as to take into account the lower 
cost of rearing a child in the past 
(always ,=pressed in monetary 
values, of 1930). We. will thus 
halvc the figure obtained, a id  we 
reach one of nearly 1,000 billions. 
Now, the wealth of America: as I 
have stated, was estimated ;tIioqt 1930 at 362 billions. I 

Remittances by Emigrants 
The next thing to do would be to 

estimate the value o,i the remit- 
tances made to their respective 
countries by the immigrants, which 
is certainly not a negligible figure 
The estimates calculated in th; 
United States are very comprehen- 
sive, including not only the sums 
exported by the immigrants on their 
return to their own countries, and 
the travelling expenses abroad of 
foreigners residing in the United 
States, but also the sums (which 
have nothing to do with renit; 
tanccs) exported in , t he  post-war 
p e r i o d for relieving .the ~ ex- 
belligerent populations and 'the 
reconstruction of ,the devastated 
territories. But even when thus 
swollen, this item does not offset 
on the one hand the value of the 
clothing. chattels, tools and savings 
which the immigrants- bring' with 
them. nor, on the other, hand, the 

I?\ qo- C Gin; : Le bas; srienlifrrhe 
Doho/uaione (Institute 

tome University), _ _  ~ ~ .nd C. Pictra and G. 
Perrari. c o r 6  e d o r e  monetmo 
dell'uoko (Trattato elemcnlarc di 
statistica, GiuRrP Milan. 1931. Vol. IV). 
ytutirtiro cra&ica.'Part I. 
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increment of American wealth due 
to the work of immigrants who 
later on rcturn to their home lands, 
to a number exceeding 12 millions: 
perhaps it does not even offset one 
of these counter-items. The  present 
value of the sums exported by the 
foreigners and for  foreigners, 
invested at an interest rate of +,per 
cent., would amount a t  the end of 
1930 to almost 30 billion dollars. 

'This sum would correspond to the 
present value (always reckoned at 
the same 1930 rate of interest), 
of the objects and values imported 
by the emigrants, on the supposition 
that they are worth on an average 
105 dollars per head, a sum far  
below that then demanded for 
admission by a large numhcr of 
immigrant countries. This would, 
moreover, correspond to an incre- 
ment of wealth (reckoned always 
at the same rate of interest) created 
by the repatriating immigrants, 
amounting to some 500 dollars per 
capitq, which would also not seem 

to be an exaggerated amount. 
I t  would therefore seem evident 
that nothing should be deducted but 
rather sotnethirig should be added 
to the results above stated in esti- 
mating the economic contribution 
made to America by immigration. 

I-lowever much the figures may 
be,further whittled down, they lead 
'to one inescapable conclusion : it is 
that American wealth represents 
only a fraction of the econ0fi.c 
contribution made by the immi- 
grants. When the accounts are 
made up, it is seen .that the Ameri- 
cans, far from having created 
exceptional wealth, have not even 
known how to set aside and invest 
at the modest interest rate of 4 per 
cent., o r  even of 3 per cent., the 
savings that the inflow of immi- 
grants would have allowed them to 
make on the cost of rearing the new 
generations. Thus, in a certain 
sense, the wealth of America may 
be said to have been a gift bestowed 
on that country by Europe. 

.,.. 

e M M  

World Population Distribution 

permanent .European Man-power Committee of U.N. envisages 
a kind of labour clearing house for Europe, and, thanks to the 

application of the Marshall Plan and to the general feelinx that 
economic activity should be co-ordinated over a wider field than 
national territory. genuine man-power plans are appearing for the 
first time. 

The unequal exploitation o f .  natural wealth leads to great 
differences in human productivity, and in consequence to great waste. 

If economic considerations were to prevail over all others, there 
would be migration of unprecedented dimensions. 

Comparing population in Europe (not .including Russia) with 
population on the continent of America, a distribution of population 
in proportion to. inhahitable area would call for the migration of 
180 million persons from Europe t Q  America. There is thus R , :: 
potential migration greater than the whole movement which has . ,. 
taken place since the sixteenth century. . . 

-Alfred Sauvy, Populations Commission of U.N.,  ., 
6 *  .. , . ?N~RN~TI~NAI..I~?ROUR . .  .REVIEW. Aigusr, 1948. 

, :. 

, 
, 

,: 
. 



U.K. National Income 
A &tarter+ Estimate 

By T. BARNA 

AT the present time, with the large 
amount of statistical a n d  other 

information published daily, there 
is a tendency to live too much under 
the impact of day-to-day events; 
there is a need to assess economic 
movements in the aggregate and 
over periods sufficiently long to iron 
out chance hctuations, but short 
enough for action to be taken upon 
signilicant changes observed. Quar- 
terly estimates of the national in- 
come and its components arc, 
perhaps, best suited for this pur- 
pose. The method used here is 
based on the principle of evaluating 
the national income other than by 
the process of aggregating its com- 
ponent parts (personal and Govern- 
ment consumption, capital forma- 
tion and investment abroad). An 
attempt is made to project changes 
in the contribution of different 
sectors of the economy to the value 
of. the national income. 

The  contribution of a firm, in- 
dnstry. or sector of the economy to 
the national income is the value of 
its output (salcs, corrected for  
changes in stock and work in pro- 
gress) less the value of materials. 
fuel, and so on, used in its produc- 
tion. The concept here used equals 
the sum of wages, salaries. rent, in- 
terest, dcpreciation and profits paid 
out by, or retained in, the firm, in- 
dustry or sector of the economy. 
The  t o t  a 1 m o s  t conveniently 
measured is the gross national pro- 
duct (as defined in the British 

I 

l 
I 
I 

I 
I 
I 

official estimates) which is identical 
to the sum of incomes before 
charging for  depreciation or for the 
maintenance and repair of build- 
ings and roads. 

Gross national product, given in 
the table below, is shown as con- 
sisting of three parts. The first 
part is the value added by business. 
This comprises the values added by 
agriculture, mining, manufacturing, 
utilities, construction, transport and 
communications, distribution, com- 
merce and finance, and personal and 
professional services rendered by 
firms or individuals. I t  includes the 
contribution of public as well as 
private industry, and the contribu- 
tion of those Government employees 
who can be allocated to industries. 
(The Post Office is also included 
here.) 

The  second part is the value 
added by Govwment  in the form 
of defence and public administra- 
tion. This by convention equals 
wages and salaries paid out by the 
Government or local authorities, 
plus interest. maintenance and de- 
preciation charges on public pro- 
perty, other than incomes falling 
within the business sector (such as 
tradiny services). 

Thirdly, there is that part of the 
grocs national product which arises 
without being currently ‘‘ pro- 
duced.” This comprises the rent 
of dwellings. or buildings used by 
non-profitmaking bodies, net in- 
come from investments abroad (that 

“Fimncinf Ti-,;’ S~plrnbrr 6 ond 7. 1948. 
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is, after deducting incomes due to physical output and changes in 
foreigners), and (as a conceptual prices are used. The  estimates are 
necessity) indirect taxes, included projected from the last published 
in the pkice of exports, paid by official annual estimates; if these . 
foreigners. are revised, the figures given above 

GROSS NATIONAL PRODUCT 
Annual rates (f millions) 

1948 1917 
1st qtr. 2nd qtr. 3rd qtr. 4th qtr. 1st qtr. 2nd qtr. 

Value added by- 
Business ,,. ... ... .._ 7 . W  7,7M 7,900 8.750 8.550 8,750 
Government ... ... ... 1,250 1.250 1.200 1,200 1,150 1,150 
Other ... _.. .,, ... 475 475 475 475 475 475 

, Gross national product ... 8,700 9.450 9.m 10.4M) 10,lM) 10,400 

The  above table gives the esti- 
mates, larger figures being given to 
the nearest SS0 millions, and 
smaller to 225 millions. (Owing 
to rounding off, the figures may not 
add to the tot& shown.) 

By the nature of the methods 
used, the estimates indicate the 
accrual of income and not payments 
of .income; that is, they follow 
seasonal changes in output and not 
in income receipts by individuals. 
The  difference between the two 
concepts emerges particularly dur- 
ing the holiday season .when wages 
may.be paid but no output is pro- 
duced. Payment to workers stood 
off during crises gives a similar 
result. 

Agriculture requires special men- 
tion as it raises particular COIICC~J-  
tual difficulties owing to its seasonal 
nature. Here an estimate of the 
value of crops and livestock pro- 
duce coming off farms was made, 
less payments for seed, fertilisers, 
feeding stuffs, store animals and 
utlier current costs. (Farm stocks 
and changes in work in progress 
nrc. for the time being:. ignored.) 

The working of the estimates 
ilistinguishes some thirty items. 
Either direct indices of chances i n  
value. added are constructed, or 
separate indices for changes i n  

will also have to be modified. 
Estimates have been made of the 

contribution of each of some thirty 
groups to the total. But details of 
these estimates are not yet suffi- 
ciently precise to be published, at 
this stage. Later this should .be 
possibk, with particular emphasis 
on the contribution of publicly 
owned industry. 

The estimates .indicate a rapid 
rise i n  the output of business from 
the depths o f  the fuel crisis in the 
first quarter of 1947 to the seasoval 
peak of the last quarter. The 
seasonal fall hardly checked the 
progress in the first quartcr of .this 
year, and by the second quarter the 
level of the peak of last year was 
already reached. The  major con- 
tribution to this rise was a substan- 
tial expansion in output during 
1947, very much halted since the 
end of the year. 

Prices also rose, especially in the 
first half of 1917. and a decreasing 
hut persistent pressure has cnn: 
tinued since. I t  should. be noticed 
that the prices indices used  here 
were arrived at after eliminating 
the effect of the greater rise in the 
price of imported raw materials, 
and the effect of coal prices and rail- 
way rates on manufactured goods. 

The  Government sector .has  
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almost ceased to contract. The  fall capital formation should not rise 
in the armed serviccs has slowed further, and the whole weight of 
down and has been balanced by a fnrthcr increases in output may go 
rise in civilian staffs (especially in into exports. I n  the immediate 
local government) and some rises future, consumption can only be 
in pay. improved (apart from frustrated 

exports) by an  improvement in our 
ture was especially unfavourably terms of trade. The  important part 
affected owing to the effect of last played by indirect taxes in this 
year's crop failures. I ts  valuc coli- movement is also evident from the 
tribution to the total was slightly table, though some of their effect 
less than a year ago. The rest of was offset by rising subsidies in 
the year should see further progress 1948. 
from this source. Otherwise, only 13y adding national debt interest 
small rises in the output of husiness and transfer incomes to gross 
can be expected ; any spectacular national product, and deducting 

In the first half of 1948 agricul- 

Consumption and Capital Formation 
GROSS NATIONAL OUTLAY 

Annual rates (f millions) 
1947 1948 

Istqtr. 2ndqtr. 3rd qtr. 4th qtr. 1st qtr, 2ndqtr. 
Outlay on- 

Personal consumption ... h.7M 7.300 7.700 8.m 7.500 8.m 
Govcrnment consumption 2,350 2.200 2,100 2.W 2,oOO 1.950 
Capital formation ... 1,300 2,wO 2,ooO 2,350 26W 2.450 
Exports ... ... ... . 1,003 1,050 1,200 IJM, 1,400 1,550 
Less-lmpwts, f.o.b. ... - 1,250 - 1,600 - 1,300 - 1,603 - 1,7M, - 1,900 
Imvin'bles (net) ... ._. - 150 - 150 - 150- 150 - 125 - 100 

Balance of payments _.. - 4W - 650 - 800 - 450 - 400 - 400 
Gross national outlay ... 10,wO l0,sSO ll.oW 11,850 11,650 11,950 
Less-Indirect taxes less 

subsidies ... ... - 1.300 - 1.400 - 1,400 - 1,450 - 1,wO - 1.W 
Gross national product 8,700 9,450 9,600 10,400 l0,loO 10,400 

Note-Owing to rounding off, the figures may not add to the totals shown. 

risc is precluded by limitations im- 
posed through coal and steel sup- 
plies. But a fall can be, perhaps, 
equally discounted. 

The  changing pattern of national 
outlay shows restricticms on per- 
sonal consumption, aiid perhaps 
also on Government consumption. 
so that the full rise in output is 
being diverted to exports and 
capital formation. But the rise in  
output has itself slowed down con- 
siderably. 

I n  so far as the accumulation of 
stocks is a once-for-all movement. 

interest and profit earned by the 
Government, one can obtain the 
sum of private incomes, before 
charging depreciation. 

There were certain seasonal Ruc- 
titations in issues of national debt 
interest and post-war credits, but 
these are largely ironed out: private 
incomes show the same changes as 
gross national product. 

Finally, private incomes are 
shown after payment of all direct 
taxes. These figures must be 
treated with extreme caution be- 
cause of the notorious seasonal 
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fluctuation in direct tax payments. prior to the end of the fiscal year, 
In the case of indirect taxes, purchasing power in the second 
seasonal fluctuations in motor quarter of 1948 still has not re- 
vehicle duties and local rates have covered to its end of 1947 level. 
been smoothed out;  other indirect And this level, though above the 

GROSS PRIVATE INCOMES BEFORE AND AFTER TAX 
Annual rates (f millions) . .  . .  . 

1947 1948 
1st qtr. 2nd qtr. .3rd qtr; 4th qtr. . 1st qtr. 2nd qtr. 

Cross private incomes ... ... 9,900 10.500 10,750 11,600 11.360 ,11,400 , 
Direct taxes .._ ... .._ 3.200 1.250 1.4W 1.Mo 3.W 1.450' 

~~~ 

Gross private incomes after 
direct t a e s  ... ... ... 6.700 9.2% 9,350 10,4W 7,850 9,950 : 

taxes are  correlated with actual corresponding quarter of 1947, 
purchases. But in the case of does not exceed the previous year 
direct taxes i t  is neither possible, by as much as the rise in the index 
nor may it be desirable. to correct of retail prices. The  clue to some 
for seasonal fluctuations. of our present problems may be 

Having suffered a seasonal dip found in that fact. 

. .. 

. ,  

Liberal-Socialism Defined 
AM I a planner? If a planner necessarily believes in a quantitative 

programme of output, employment and sales for particular 
industries, occupations and markets, and the exercise of such direct 
controls by the State as are necessary to carry this out, I am certainly 
no planner. If an anti-planner necessarily denies that the State 
should so influence the working of the price mechanism that certain 
major objectives of full employment, stability, equity, freedom and 
the like arc achieved, then I am a planner. My thesis is that a large 
measure of State foresight and intervention is required to guide the 
economy from war to peace, to prevent inflationary and deflationary 
pressures, to ensure a tolerably equitable distribution of income and 
property,.and to prevent or to control the anti-social rigging of the 
market by private interests, but that these objectives can be achieved 
in an efficient and a free society only i f  an extensive use is made of 
the mechanisms of competition, free enterprise and the free market. 
determination and output. 

-Professor 1. E. Meade : PLANNING AND TTIE PRICK 
MECHANISM (Allen 6. Unmin, London, Sep::, 1948). 
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Income Tax Reform. 
By LADY RHYSWILLIAMS, D.B.E. 

UBSTANTIAL economies could be 
made in the collection of 

income tax and the provision o f  
social security benefits by merging 
thk two systems. 

'Apart from the fact that the rate 
of all taxation is much too high in 
relation to the national income, 
there are three things wrong about 
the income tax system. 

(1) I t  is extremely complicated. 
The administration of our income 
tax requires two thousand of the 
ablest .civil servants-inspectors of 
taxes-whose. staffs number nearly 

I n  industry, too, there arc many 
thousands of able men, trained 
executives and accountants, who 
have to devotc the greater part of 
their time, not to production, but to 
taxation matters. This is not 
merely b e  c a U s e the P.A.Y.E. 
system has thrown upon the em- 
plovers more than half the work of 
collecting taxes, but because, with 
taxation a t  its present rate, it is 
necessary to shape .the whole policy 
of a business in such a way as to 
attract as  little tax as possible. 
Much of the time of directors and 
managers is devoted to this end. 

(2) I t  is extremely expensive. 
The cost to the Exchequer alone is 
over $20 million a year. and it is 
generally admitted that the admini- 
strative cost to industry is very 
much higher. I t  is obviously inipos- 
sible for costs and prices to be 
reduced to a competitive level 
while sums of this magnitude are 
imposed on the overheads of 
industry. 

20,ooo. 

(3) The third fault of the present 
system is its acutely disincentive 
effect. This result is not merely 
due to the excessive amount of tax 
which is actually taken away from 
a worker's total income. It is 
because a steeply graded tax of this 
kind, mitigated by rebates and tax- 
free allowances whkh apply only 
to the first $200 or $300 of income, 
causes the full rate of tax to fall 
suddenly and harshly upon all 
earnings in excess of the normal 
pay packet, i.e., upon overtime 
earnings. The average rate of tax 
for a single man earning S6 a 
week, or a married man earning 
$8 a week, is just over 2s. in the 
pound, but both o f  them have to 
pay the full rate (less earned 
income allowance), namely 7s. Zd., 
on any overtime pay which they 
Inay receive. +.,c,bLn v S?,TWI 

(1) The first charge against the 
so-called National Insurance svs- 
tem is that it is not a genuine 
insurance system, but merely a 
most blatantly unjust form of 
taxation. The income from contri- 
butions f:ills short of tlie.oi!tqoings 
by 3118 million a year, which has 
to be made up from other sources: 
thus the business of stamping cards 
and counting contributions is not 
a genuine insurance system. but 
merely a continuation of income 
tax by other means. 

(2) The second fault of the 
National Insurance scheme is that 
it is not sufficiently comprehensive. 
Thousands of deserving people, 
through njic or other, factors, are 
arbitrarily debarred from receiving 

From a Mnanondum nrbmiltrd Io Pconmnic Research Corncil, London. Jdr, 1P48. 
(18. South Slrrrr.  W.1. Prirr 66.) 
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its benefits. Their omission does 
not even represent :in iniportant 
cconprny, since the result of leaving 
them out is merely that they fall 
into the arms of thc National 
Assistance Board. 

The  inadequacy o f  the Insurance 
system is shown by the fact that 
257 million is estimated to be 
r e  y U i r e d  as an " assistance '' 
trapeze-net into which these unin- 
sured people may fall. The work 
of further thousands of capable 
civil servants is needcd thus to 
separate the " insurance " sheep 
from the 'I assistance '' goats, but 
for what good purpose is not clear. 

(3) Thus  in spite of i!s inadc- 
quacy, the Insurance scheme is also 
very expensive to administer. The  
estimated cost under this head, is 
.€22 million, but thc share o f  the 
burden which is borne liy the 
employer is never t;iken into 
account. Sincc he is obliged to 
stamp all the cards of his eniplnyws 
a t  the various rates ;ippropriate.in 
different cases. ;uid to rlcduct the 
correct amount of thc workman's 
share from his pxy packet. it niust 
be a suhstantial f i p re .  , 

A very much simpler scheme. 
which avoids a11 the drawbacks of 
the existing system, has been pro- 
posed by Mr. Paul Ch:unbers'. 
Until reccntly, he w a s  a member 
of the Roard of Inland l<evcnue! 
;end it is common knowledge that 
he was the actual author of the 
Pay-as-you-earn scheme. 

An attempt to devise a principle 
which would unite the income tax 
and social security systems into a 
.single comprehensive whole was 
made by myself in 1912, and sub- 
mitted to the Chancellor o f  the 
Exchequer, the late Sir Kingsley 

'LloYdr Bonk Rmkw A ril 1948 (Taun 
2nd Incanlives). and The &w., Ma 20, 
1948 Waxes. lnecntires and Social [aswe 

' Published in lwak form under the title 
" S m e t h i n ~  T o  Iaok  Fornard To." Ma* 
donnld. 1943. 
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Wootl'. 'The present proposal; of 
Mr. Ch:imbcrs have s e v e r a l  
features in common with my earlier 
suggestions, but he stops short of 
ccrtain others, as will be explained 
below. 

Complexities of P.A.Y.!E. 
To understand clearly what 

changes are proposed, it is easicst 
to start bv settiiir out the existinr 

..I ., 
situation. 

I n  1947. out of a total Drivate 
income from work and property of 
$9,227 million, the net yield of 
income tax, nominally at 9s. in the 
pound, was only 21,189 million. 
This  nicans that the further 32,960 
million which would he yielded by 
a flat 9s. tax on all income was not 
i n  fact collected because of the 
complex system of personal and 
dependants' a 1 I o w ii 11 c e s which 
forms part of the income tax law. 
This system has the effect of 
bringing the average rate of taxa- 
tion upon the lower incomes down 
to about 2s. in !lie pound, or  even 
less, with a sudden rise to the full 
rate for  earned income when the 
:illowances are exhiusted. 

These rebates and allowances 
have enormously complicated the . 
whole business of tax collection. 
The fanhstic complexity of the 
I'.A.Y.E. scheme is the result of 
:ittempting to incorporate con- 
stantly changing rates of tax into 
a weekly system of deduction 
carried Out by the employer. If 
only a plain Rat-rate tax could he 
adopted, the business, of tax col- 
lection would obviously hecoine a 
very simple matter. 

There is a way out of the diffi- 
culty. By extending the principle 
already accepted in the payment of 
children's allowances, the cash value 
of his income tax concessions 
could be made over to the taxpayer 
in the form of positive sums. 

From the point of view of the 

' 



Exchequer, there is uu real differ- 
ence between the grant of a tax- 
free slice of income which would 
otherwise yield tax at  3s. in the 
pound, ;ind the p:iynwnt of :I 
positive tax allowancc of an equi- 
valent m o u n t .  Choice bctween 
them is purely a matter of atlmini- 
strative convenioice. The question 
for  consideration, thereforr, is 
whether there are any advantages 
in adopting a scheme on the basis 
of positive benefits. 

Positive Payments 
In order to consider this problem, 

’it i s  necess;!ry to look at what is 
heing done in the way of positive 
payments alrcady. for these are by 
no me:nis :in ;Idmiiiirtrntive innovii- 
tion. 

The scale of payments provided 
under the National Insurance sys- 
tem allows 26s. a week to an adult 
worker when sick or unemployed, 
plus 16s. a week in respect of his 
wife or of an adult dependant, and 
7s. 6d. for the first child. The 
second and subsequcnt children are 
provided for  at  the rate of 5s. per 
week under the Family Allow;inccs 
scheme, which applies to all second 
and subsequent children. ‘These 
insurance benefits are payable for 
certain specified periods, after 
which the recipient, i f  unable to 
resume work, is handed over to the 
Nnlional Assistance Board, which 
(subject to Means Test) provides 
sohicwhat similar scales of benefit. 
Retirement pensions are payable at  
the same rates. 

Under the present system, a great 
deal of work and effort is expendcd 
hotfi by the Exchequcr and the 
employers, and more still by the 
Ministry of National Insurance, 
the Ministry of Labour, and the 
National Assistance Board, who 
deal with all these various forms 
of allowance in their different 
dcpartments. As ‘a result, the 

nunhcr of wives, dependants and 
children in each household is 
countcd over and over again b! 
several sets of officials, usinx 
numerous sets of forms. The height 
of :ibsurdity is reached whcn the 
positive children’s allowances paid 
out by one department have to be 
reported to the income tax assessnr, 
who duly taxes them, and so re- 
duces their v;ilue, while at the sainr 
time making negative allowances to 
the taxpayer in respect of the self. 
same childrcn. These reprcsent a 
cash v:ilue of considerably more 
than the positive nllowance~ from 
nhich he deducts tax. 

The cost of all this laborious :ind 
painstaking work is necessarily 
high. I n  addition to the $42 
million spent on mere administra. 
tion of income tax and allowancrc 
by the Inland Revenue and the 
Ministry of National Insurance. 
there is a heavy burden on other 
departments. The cost of all this 
clerical work to local :iuthoritier 
:rnd to industry must run the bill 
up to more than $100 million a 
year. 

An enormous simplification atid 
economy would be effected by doin,e 
away with all this cumbrous 
mechanism. This would be accom- 
plished i i  a single basic :illowme 
were paid out to every miin, woman 
and child in the country. without 
means test or inquiry. Safeguards 
aqdinst double payments would 
alone be neccssary, and these are 
not hard to devise. 

a fistre which woulrl cover the cost 
of the whole arrangement, plus the 
amount required from this source 
by the Exchequer for other pur- 
poses. Without any other economy. 
this sin& reform would enable 
the standard rate of income tax to 
be reduced from 9s. to 7s. in .the 
pound. (See Table “ A.”) As thc 
demands of the Exchequer were 

Income tax could then bc set n t ’  
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reduced. so cuuld the rate of tax Siinil:irly~ i f  inflation threatened. 
come down: but i f  the weekly the :ddition:d benefits could be 
insurance payments :ire to I,c dis- \rithdr:i\rn. l':m:ition has long 
continued, and the whole financc of been : I I I  instrument capable nf 
social security thus c:irricd by the producing a deflationary effect, but 
income tax alone, it iiiust be a system of directly incrcasing the 
admitted th:it the complete scheme purchasing power of the whole 
does uot allnw of :I rcduction below community fast enough to counter- 
about Ss. in the pound, act a slump has not hitherto been 
- It was a comprehensive scheme :ivsil:hle to any Government. 

on these lines which was proposed tinder the full scheme, a ba'sic 
in 1942. :illowance will be paid to the tax- 

- - _ _ ~  - 
THE FULL ORIGINAL SCHEME 

S million 
( U )  FAMILY ALLo\\~ANcl~s : 

12,000,ooO adult rlcpenclants a t  16s. per w e I <  ... 499 
10,400,Mx) children under IS at 7s. 6d. per wcck ... 203 

(6) PENSIONS : 
.5,700,000 iiieii :ind woincn abovc pension:ible : q e  at 

26s. per week _.. ... ... ... ... 385 

2O,oM),O00 taxpayers :it 26s. per weck ... ... 1,352 
Cost of the Scheme (in roriird f i p r e s )  . . . . . .  2,430 

, I  (c) TAXPAYERS' PBKSONAL ALLOWANCES : ' 

S million 
Estimated yield of income tax, 1948 . . . . . .  ... 1,309 

/.cs.r : Savings effected by Scheme . . . . . .  500 

'rota1 required for other purposes . . . . . .  809 809 

IZcveniie required from income tax . . . . . .  ... ... 3,248 

A~proximale  yield of 7s. iilcoirie lux (wilhortl allozuntrces) ... 3.250 

Another feature of the original 
scheme W:IS noted by economists ; 
namely, that it reliresented an ideal 
mechanism for carrying out a full 
employment policy on the basis of 
the Keynesian theory (11 economics. 
Tn times of threatened slump, the 
consuming power of the whole 
nation could he raised. siniul- 
taneously by precisely the desired 
amount, from one week to the 
next, simply by ii!creasing the 
ainounl of the univeisal 'paymenis: 

payer himself, as well as to his 
depend;ints. This would replace 
the personal allowance of the exist- 
ing income tax scheme. The object 
is to abolish the whole system of 
uneinploynient and sickness relief. 
The whole paraphernalia of doctor's 
certificates and claims, registration 
:nid nieaiis tests, would become 
unnecessary, since benefits a t  the 
full rate would be paid continu- 
ously. Yet no increase in expendi- 
ture. is involved by this readjust- 
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iuent, for the cost of the existing 
income tax allowances is greater 
than the cost of the benefits pro- 
posed. 

The principle underlying the 
original scheme is the idea that the 
State should be strictly impartial 
in the distribution of benefits, and 
should cease to impose upon its 
hard-working citizens more niid 
more taxation, while handing out 
comparatively lavish allowances to 
those who, for one reason or  
another, make no contribution to 
the national income. By providing 
identical allowances to every indi- 
vidual, the problem of caring for 
the needy is solved without this 
obvious injustice. 

The  scheme proposed by Mr. 
Chambers adopts the plan to 
abolish the whole of the present 
system of negative income tax 
allowances, together with the insur- 
ance contributions. He substitutes 
a system of positive payments to 
;dl dependants, as in the original 
schemu, but rejects the idea of 
paying any personal allowance to 
the individual taxpayer. H e  reduces 
the rate of income tax tn 3s. in the 

pound on all incomes under SS00 
a year, i.e., on the incomes of the 
vast majority of taxpayers. Above 
$500 graduated rates of tax would 
be imposed. The  great value of this 
proposal is the increased incentive 
which it provides for overtime 
work in the lower ranges of 
income. H e  points out that the 
individual taxpayer will not be i n  
exactly the same position as before. 
For example, a single man earning 
3250 a year pays at present 320 
in income tax, and about 313 in 
National Insurance contributions, a 
total of 333 excluding employers’ 
contributions. At a flat 3s. in the 
pound he would pay $38. That is 
a little more, but his marginal rate 
of tax drops from 7s. 2d. in the 
pound to 3s. in the pound; he will 
get 17s. in the pound in cash out of 
every extra pound he earns. 

These proposals may appear 
sweeping a t  first sight: in fact, 
they are not a social innovation, hut 
merely an administrative reform. 
They could be put into effect almost 
;it once; an immense saving of 
labour would result, and they would 
give a new impetus to production. 

M M M  ! 
Mothers Invade U.S. Labour Market 

PYRE is a social revolution taking place in the United States. I t  
1s a genteel revolt by middle-aged mothers-and some grand- 

mothers-against their traditional role of dependents. Women 
whose children have grown up arc invading the labour market in 
large numbers. For them a wage-earner’s life is beginning after 40. 

Of the 20,627,000 women over 
45, about half are now listed by the Department of  Labour as “gain- 
fully employed.” Although the nomher of women between 45 and 
65 (14,980,000) increased only 19 per cent., or 2,390,000, hctween 1940 
and 1948, the total women workers increased during that period hy 
5,436,000-or a little more than 45 per cent. Since many of the 
younger women war workers quit their jobs after the war, the over- 
;dl gain in women workers by 1947 is impressive evidence of the role 
older women are playing in national prodtiction. 

The result is shown in statistics. 

” N e w  York T i m i  ( W d l y ) ; ’  OcIobm IO. 1948. 



The Limited Value 
of Emigration 

Ry PAUL A. SAMUELSON 

PI;- following c o 11 c I U s i o n  is So long as raw material can be 
reached, at the end of a bearch- carried to the United Kingdom by 

ing an$ highly-technical examina- relatively cheap ocean transport, the 
tion of Professor Bertin Ohlin’s law of diminishing returns is 
contention that, in international largely robbed of any particularly 
trade, free factor movements fully immediate local effects. The  ques- 
equalise factor prices, and free tion arises : What can English in- 
commodity movements partially dustrial workers do for themselves 
equalise factor prices. in the remote parts of the empire 

The  United Kingdom is a densely that they cannot $0 in England? 
populated region. In  the post-war What can they do for the present 
period it has suffered from loss of generation of Australians and Cana- 
overseas investment income, from dians after migration that they 
high food prices and adverse terms cannot do i n  England? 
of trade, from a certain disorgani- Obviously. no simple answers can 
sation of production and internal be given to such complex questions. 
division of labour. Undouhtedly industry is in man? 

1s widespread emigration the way parts of the world asleep, and new 
out? Perhaps it is. Hut despite catalytic agents would contribute 
numerous qualifications, the gist of towards a better and more suitable 
the present discussion has been to long-run equilibrium. But to have 
show that relatively free commodity asked the questions in the above 
trade is a better substitute for form shows that the favourahle 
mobility of factors of production effects of migration are by no 
than was hitherto thought to he the means automatic and cannot be 
case. simply taken for granted. I 

’’ Thr Erono,nic Journrl,” Ianr.  194% 

M M M  

Displaced Persons Into U.S. 
AsmNcmN.-The United States announced plans on August 31, 

1948, to speed entry into the United States of displaced persons, 
under the recent Congressional authorisation for admission of 205,000 
refugees during the next two years. 

The first group will come from the D.P. camps in the U.S. zone 
in Germany and will be settled in the Eastern and Middle Western 
States. Approved sponsors on farms and in industries have jobs 
ready for them. 

-US. News S ~ r v i r r .  



7 

I 

I 

I I 

I 
I 
I 

i 

1 
I 

I 

New Life for Dead Gold 
By J.  L. GIRSON 

This interesiing proporal zoill vera11 a speech last year by Mr. /?vnest 
Bevm mggesting thai Fort Knox gold be taken of the rrnemployed list. 

so of physical gold at the dispos.11 
of thc liank of lnternational Settle- 
ments. This gold might then be 
allocated (by ,earmark and through 
the issue of gold certificates) to the 
participating countries in accord- 
:nice with their quotas in the I.M.F. 
The Certificates would rank as  gold 
i n  the assets of the central banks of 
the Marshall countries, but would 
not he available for  discharging 
indebtedness to the U.S.A. They 
might nevertheless he acceptable in 
a much wider area than Europe. 

Bretton Woods Sidelights 
Students of '  liretton Woods will 

WHCA :I new IZuropean clearing 
scheme was first mooted the 

hope was expressed that the 
Keynes Baircor schenie might play 
a part. For two rcasons there was 
never much real lilielihood of this 
happening, first lrecausc creditor 
countries would have to face the 
risk of amassing rciikiiowii quanti- 
ties of bancor without any pos- 
sibility of unloading thcm in the 
Western hemisphere. But there was 
:dso a second reason, less urgent but 
nime tlie less very real. To the 
public at large, and even to bankers, 
the ballcor W:IS nn unknown and 
untried medium. As such it could 
not possibly inspire confidence as never cease to wonder at the 
:in item amongst the assets o f  the "scarce currency" clause of that 
central hanlis. Can this second institution. This clause means that 
difficulty be overcome? Could gold whenever America, for esample, is 
Ire used in place of hancors? hit by a depression, she is to lie 

The only country in a position to further confounded hy a world- 
supply such gold is, of course, ivide refusal to buy hcr exports. 
Anierica. If Anierica could feel The gola loan here suggested might 
quite satisfied that a gold use of in tlie fullness of time express the 
this nature could not be used to foreign trade counterpart of the 
provoke further '' uncovenanted " internal measures which America 
impact on her own goods and ser- woultl talic to prevent n repetition 
vices, she woultl unquestionahly he of the depression of the 1930s. In  
fully prepared to co-operate. No other words, what might to-day he 
bank in the United States is author- seen as n sterile loan tnight in case 
iscd to hold gold. All gold receipts of need become a " foreign trade 
are statutorily surrendered to the inu1tii)lier." 
United States Treasury to he huried This proposal can only he judged 
in Fort Knox. Rut the li:uil<s are hy reference to the American 
quite happy to hold gold certificates economy as a whole. The  main 
from the Treasury i n  lieu. theme of the Charter of the Inter- 

I t  is suggested that America national Trade Organisation is that. 
might place some S S O O  million or  all meinhers shall consciously pur- 

" D o l k l , "  A u p r l  11. 194% 
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sue a policy of full efficient einploy- charge of an intractable Aniericair 
ment of their resources: America export surplus, a surplus found 
has amassed :I gigantic pool of indispensable as a factor in the 
*' public works '' of soine $40 development of maximised real 
inilliard. readv to release should Ainerican national income. 
depress(on th;eaten. What is the 
function of this pool? I t  is two- 
fold. First, new valuable public 
assets will be created. But it would 
be foolish to ignore the second and 
perh;ips most import;rnt function, 
viz., that of infusing the breath of 
life into assets already existing but 
idling. Some of these assets cx- 
not be revived by measures of 
expansion of a purely home charac- 
ter. Many of these assets, and thc 
people dependent on their function- 
ing, can only be maintained in 
health by the auxiliary irnpact of 
external demind. Thns an efficient 
.4nierican 'I public works pro- 
gramme " must necessarily cmhracc 
provisions for the contiriued i inpct  
u f  this foreign dem;tnd. 

It is in this sense that American 
consent to the current use of some 
Fort Knox gold should he con- 
sidered. Gold certificates based on 
such gold, usable to-day everywhere 
except in' America, might one day. 
iii purely American option, be 
:scepted as Ihysicnl grdrl in rlis- 

I k f o r c  13 r e t  t o n  M'oods, the 
cession of gold o r  other external 
assets to balance the current iiccount 
was recognised practice. b u t  since 
Uretton Woods :I persistent deficit 
is rightly seen as a sign of fuu&i- 
inental disequilibrium. And this 
disequilihriuin. given appropriate 
homc measures, is to be remedied 
by such relative downward align- 
ment of the exchange rate as will 
stop gold outflow or the surrender 
of other external assets. Thus it is 
that the American gold holding. 
which to-day no longer governs the 
home currency and credit structure, 
has under liretton Woods no real 
external function in the classical 
sense. Purely tcniporary deficits 
are  provid'erl for in the common 
Eretton Woods pool. A t  the risk 
of soine over-siinplification, it might 
intlced he said that whereas hefore 
I3retton Woods gold was adjudged 
useful to discharge an international 
deficit, its only residual function for 
the America of to-morrow i s  to 
finance a sur13lus. 

M M M  

Decline of Czech Industry 
I" speech after speech, memhers of the Czechoslovak C;overnnient 

complain of falling output, apathy, ahsenteeism, selfishness, 
inefficiency in the managcmcnt, faulty distribution arid marketing 
methods. They have stated, for example, that the cost o f  insurance 

. to sick workers has risen, from 1937 to 1917, roiighly from 9s. &I. 
to ;E8 10s. per head. Al~senteeisrn in nationalised industries in. 1947 
was 15 hours a month a head-roughly half-an-hour a h y .  With 
per capita output decre;ising and ahsenteeism rising, it is not, perhaps, . 
surprising !hat the consumer finds little to buy io the shops. More . 
importaq is the fact that thc export plan is not being fulfilled. The 
standard of living in Czechoslovakia is fall ing and no one sees any ' .. 
prospect of its ceasing to fall in the future. r . .  

9 -Exfrocls f rom " The Tifires," August 23. 1945. 



Industrial Efficiency 
THREE TESTS 

Ry PROFESSOR G. C. AILEN 

PE are three aspects of effi- 

There is the efficiency with which a 
firm or  industry uses the resources 
availahle to it: there is the efficiency 

with which the industrial system a. 
ciency which we must view. a whole distributes its resources 

over various nses ; and finally there 
is the speed with which the system 
responds to change. 

(1) USE OF RESOURCES 

Many Rritish industries have 
b e n  criticiscd under the first head- 
ing because of their relatively low 
output per man-hour. This has 
becn attributed to a imtnher of 
causes, such as  inferior manage- 
ment, the rigidity of trade union 

to-date equipment. Much emphasis 
has recently been placed on the last- 
mentioned deficiency, and attention 
has heen called to the sinall amount 
of capital per worker in certain 
Rritish industries when compared 
with that in " corresponding " 
American industries. In  the last 
quarter of a century the disparity 
seems to have widened. So fa r  as 
the old staple trades are concerned. 
a failure to invest in up-to-date 
equipment is easily understood by 
refercnce to their chronic depres- 
sion during the inter-war period. 
Rut it is sometimes alleged that the 
cause is more deep-scated, and the 
age of our industries is held to be 
responsible for the deficiencies from 
which Rritish industry suffers in 
this respect as in many others. 
This charge requires investigation. 
Those associated with an old 
industry are likely to have immense 

,9*lrrl from " wcAistn,in*,r, 

1 
! 
, regulations, and failure to use up- 

. .  

' I  

resources of expericxe and skill. 
These resources, which the older 
Rritish industries can certainly 
claim, niay sometimes enahle them 
to compete successfully with newer 
industries overseas which have been 
started with superior equipment. 
On the other hand, old industries 
may suffer from inertia. Esperi- 
ence shows that when fundamental 
technical change occurs, the older 
centres of production sometimes 
decline not wholly because they lose 
their former physical advantages of 
location, but simply because of 
their reluctance to adopt the new 
methods. The decay of certain 
traditional centres of industry at 
the time of the industrial revolution 
has been explained in this way. I n  
our own time, the British iron and 
steel industry has becn criticised on 
the ground that it failed to effect 
the changes in organisation and 
location which were required hy 
new technical conditions. I t  re- 
mained tied to the old.centres, so 
it is claimed, when it should have 
shifted to the newer ore fields 
Even the proposals for reconstruc- 
tion contained in the Report of the 
Rritish Tron and Steel Federation 

Rank R&." A W .  1948. 



to the Ministry of Supply were of 
necessity influenced by the condi- 
tions which the industry has in- 
herited from the past. Since a high 
production of iron and stecl is 
required during the nest few years, 
it is impossible to plan the post-war 
industry as if it were a “green 
field ” project. Much of the invest- 
ment is necessary for patching the 
old plants in the old localities. To 
this extent the organisation and 
location of the industry will be 
determined by what was economical 
in the past rather than by the 
requirements of the present. In the 
same way, economies of operation 
may he difficult to achieve in some 
industries because wage systems arc 
based on past conditions. This 
appears to be true of the cotton 
industry. Obviously, such handi- 
caps may be surmounted; but this 
weight of tradition is not one which 
a newly industrialised country has 
to contend with, and it niiist he set 
against the advantages which an 
‘‘old’’ coimtry possesses in its 
greater experience and skill. 

‘Nem and Old Industries 
I t  is not, however, only the older 

British industries that have been 
the target for adverse criticism. 
Indeed, output per head shows up 
less favourably, as compared with 
America, in some of the newer 
industries !han in the old. Here 
the deficiency is sometimes attri- 
buted to the relatively small size of 
plants and firms in this country, 
and to a lack of standardisation and 
specialisation on the part of Rritish 
producers. Too much weight 
should not, however, he given to 
the former explanation; for such 
inquiries as have heen made have 
failed to detect any close correlation 
hetween size and low costs. I t  does 
seem true, however, that one reason 
for the low British productivity 
rompared with thc American is tn 

be found in the lack of standardisa- 
tion of British products. Thc 
motor-car industry provides one or 
the best examples of this contrast. 
In  the United States the production 
of motor-cars in 1939 was ten times 
as great as in Britain. The  three 
leading American companies were 1 
responsible for nearly nine-tenths 
of the total production, whereas in 
Great Britain the three leading 
companies turned out only two- 
thirds of the much smaller output. 
The contrast in the variety of 
engine-types and models was even 
more striking than i n  the degree t o  
which output was concentrated i n  
the two countries. The  popular 
argument that lack of standardisa- 
tion in Britain is to he explained by 
thc smaller size of the market com- 
pared with the American has little 
substance, for in many products the 
liritish market is quite large enough 
to enable producers to achieve the 
full technical economics of large- 
scale organisation. The  reason is 
rather that the British demand is 
less uniform than the American. 
Does this provide grounds for 
criticising British industry? If the 
Rritish consumer demands variety 
-even though this means that he 
has to pay a relatively high price- 
it may be contended that Rritish 
industry must organise itself to 
provide this variety. Variety i n  
production, however, may some- 
times be due not to the insistence 
of consumers but to the efforts of 
each manufacturer to carve out for 
himself a market in which he has 
a partial monopoly. British firms 
may prefer to enjoy the security 
that such a monopoly confers, even 
though the market for each product 
is limited, rather than to compete 
on price for a mass demand. If 
this is so, then it certainly repre- 
sents a’weakness, 

Even i f  we do attribute the 
Rritish v a r i e t y in production 
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mainly to consumer irisisteuce, it 
may nevertheless be :I serious han- 
dicap to Great Britain in catering 
Cor a world ~leinaod for cheap 
mi:ss - produced goods. Whether 
this is so or  not depends ill part on 
conditions in the outside world. I f  
our relative advantages in iutcr- 
national trade arc held to lie in the 
supply of quality goods (and this 
IS probably true), then i t  would not 
be wise for us to reorganise our 
industries with the oliject of coni- 
peting i n  i n  :: r k e t s for mnss- 
prriduced goods where other couii- 

tries have already established a 
superiority. The answer to the 
question must ultimately depend on 
a judgment about whether the 
inarket for quality goods is likely 
to be extensive, and this in turn 
dcpcuds on the prospects of 
inaterial prosperity in custonier 
countries. So the problem is tin 
extremely intricate one and uo 
geueral solution is possible. The 
right course to pursue in any par- 
ticular trade c::n be decided only by 
those who have iin intimate know- 
ledge of it. 

I 

(2) DISTRIBUTION OF RESOURCES 

Let us now consider the elliciency 
that arises from the optimum dis- 
tribution of resources among 
different industries. Obviously . : I  

country that hiis been able to allo- 
cate its man-power and capital so 
that no unit of them is employed in 
:in occup:ition in which the value 
of its output is less than it would 
be if employed in suine other 
activity, has reached an ideal solu- 
tion of this problem. One of our 
difficulties at the present time in 
approaching this ideal is that the 
distribution of man-power and in- 
vestment required to meet our 
immediate troubles is uiilikely to be 
the distribution that a long-run 
view of our economic situation re- 
quires. iWe are :it present direct- 
ing a large part of our man-power 
and new investment into a few of 
the older industries (coal, cotton, 
iron nnd steel), where shortages of 
supply are seriously handicapping 

, 

the whole oi our reconstructioii 
effort, especially in the field of ex- 
ports. Yet, while an cnlargcment 
i n  our production of (say) cottoil 
goods woul~l he of iinmense advan- 
txge to us in this time of world 
deficiency. it is most unlikely that, 
when production has recovered in 
other ],arts of the world. we sh:ill 
be ahle to rely to the extent that w e  
did in the past on exports of tcx- 
tiles. This is probably true of 
other staple industries which are 
now receiving priority. Since our 
capital resources are narrowly 
limited, heavy investment in those 
trades must mean that less is avail- 
able for the newer industries upoii 
which our future trade is likely to 
depend. Thus we are being com- 
pelled to sacrifice industrial effi- 
ciency i n  the future to our immc- 
diate necessities. This is a dis- 
quieting feature of the present 
situation. 

1 (3) ADAPTABILXN TO CHANGE 

Finally, there is thequcstion of future of I3ritain will turu on her 
resilience - of. :vl:iptability to success in moving to new forms of 
change, I f ,  as is .probable: .the enterprise as old products meet 



with competition from elsewhere, 
then this aspect of .  efficiency is of 
first-rate importance for us. Jn-  
dustrial resilience can exist only in 
the presence of right :ittiturles on 
the part of ili~~ustrialists and 
workcrs. With changes iii economic 
circ.uiiistimces, both groups must be 
prepared to shift readily to new 
products and to new occupations. 
For the industrialist to act :IS i f  he  
kid :I right to profits in thc line o f  
lrusiness in which he is  :it present 
engaged, or for the wurkcr to insist 
on his right to work in his present 
joh aitd his present locality, is fatal 
to industrial resilience. Unior- 
tunately, these :ittitiides Iiiid grown 
up rlirring the inter-iwr !cars, and 
long experience of Government 
c I I  11 t r o I s has confirmed theni. 
Iluring the war inrlustri:ilists lost 
their function of risI~-tic:tring :inrl 
liecame mere :tdministr:ttive agents 
of the Government. Since the w:ir 
they have had little npportunity of 
rcsurning their former rble. Even 
iit present some materials are allo- 
cated to firms on the Iiasis of prc- 
war usage. and the effcct of this is 
to check any transference of busi- 
iicss from high-cost to low-cost 
producers and to remove nny linan- 
cia1 inducement to greater cfficicncy. 
t\s long as the controls I:ist--;ind 
they cannot be abolished while in- 
fl:ttionary pressure continues-this 
scrious brake on efficiency will re- 
n i a i n  11 is all thc niorc necessary 
t o  remove it at the earliest oppor- 
tunity. Recause our. ccononiy is 
Iieing affected by long-term influ- 
eiices that arc unf:ivourable to 
resilience. The ageing of the 
population is, of course, one of the 
most serious of these. 

Government Encouraj,wment 
Since the war the Government 

has taken a hand in the promotion 
of  industrial efficiency. namely, by 

9 *  

establishing the Central Institute o f .  I 

Management, by encouraging in- ~ 

dustrial research, by stimulating in- 
vestment in new equil)ment where 
there i s  an ohvious deficiency 
(either by subsidy or by providing 
I I C W  facilities for raising capital). 
hy developing a regional advisory 
service for small firms, and hy 
making Ijrovision for the cstablisli- 
ment of development councils 
where manufacturers can co- 
operate in the solution of cornmoit 
problems. These measures prolv , 
:tbly represent :tbout as much posi- 
tive action as can he expected front 
the Government in this field. For, 
i n  the end, industrial efficiency 
must depend, on the one hand, 011 

the initiative and intelligence of 
manufacturers and workers then- 
selves and, on the other hmd, on 
tlic cxistence of :in economic en- 
vironment congenial to enterprise. 
State intervention inay even do 
harm to efficiency, and especially to 
industrial resilience, i f  it consoli- 
dates the power of established pro- 
ducers and by so doing reduces thc 
opportunities for new types of 
undertaliinp. The Governn~ertt's 
most useful activity in  this conncc- 
tion i s  negative in character. It 
should aim to remove the barriers 
to initiative and to destroy any 
force hostile to' innovation that 
appears in industry itself. Under 
the first head, its taxation policy, a s  
well as its use of physical controls, 
is clearly important. Under the 
second head, it can attempt (as is 
now proposed to a limited extent) 
to take action against pernicious 
restrictive practices. J3ut it cannot 
compel us to be enterprising nor 
oblige us to exercise the pioneering 
qualities upon which our former in- 
dustrial greatness rested and with- 
out which we cannot hopeto resume 
our economic progress. 

, 

' 
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The belief thar British &siness h a  become 
lmgely able IO finance itself is proviot ill-foanded. 

Back to the Banks 
for Working Capital 

Tm views have been expressed 
that two wars have made 

" B r i t i  s h Iiusiness substantially 
self-financing," imd if credit bank 
I)alances arc insunicient to finance 
working capital then business has 
recourse to large accumulations of 
gilt-edged securities. Such views 
can be closely identified with the 
modern tendency towards large 
scalc enterprise and not only accept 
its capacity for self-finance in 
normal times hut also assume ex- 
cessive liquidity in present condi- 
tions. None can, of course, deny 
the war-time accumulation of 
working capital ; the obstructions 
to reconversion and re-equipment 
might also be thought to leave a 
big margin of liquid assets still in- 
tact. Despite this there are signs 
that liquidity has run its course. 
No longer do directorial statements 
and company rqwrts centre upon 
" strong finances " and " ample '' 
provisions of cash and available in- 
vestments. Scores. of concerns are 
beginning to reflect the changed 
conditions in which cash at bank 
has been run down and even re- 
placed by bank overdrafts. Rut in 
this transformation small and 
medium sized fimms are not the only 
ones affected ; large corporations 
which had many millions of liquid 
assets nine months ago are now in 
need of ready money for financing 
the increased volume of trade at 
inflnted values. 

Actually a further cunsiiIeriilJlc 
increase in bank advances would be 
necessary i f  the 1938 level were to 
be adjusted for the rise in prices 
over the last ten years. Since fall- 
ing prices imply a reduction in 
lendings the effect of deflation need 
not be expected to impair the exist- 
ing relationship to the 1938 figure. 
13e that as it may, there seem to he 
nnuierous reasons why advance? 
need not lie closely co-related to ii 

downward price trend and why. 
whether this inoveiiient is down- 
wards or upwards, advances should 
not liecoiiie established a t  a rela- 
tively higher level to prices than 
1nany 11:ivc judged possible. 

Reasons for  Capital Shortage 
T n  the first place it has to be 

recognised that controls and taxa- 
tion have prevented industry from 
huilding up sufficient reserves to 
cover replacenient of worn ont 
plant. Depreciation allowances have 
lieen Ii;ised on original costs but the 
restoration of wasted assets calls 
for expentlittire hetween two and 
three times their initial value. Ne1 
profits have also been too small to 
accumulate enough reserve capital 
to niect the higher cost of replen- 
ishing stock in trade and maiiitain- 
ing work in progress. Deficiency 
in  liquid resources is, therefore. 
rendered acute by reason of present 
prices, hut deflation. even if 
vigorously pursued. cannot he ex- 

E.rlrod from " Dintid Bak Rm'rul.'' S e p t m b s r .  1948. 
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pected to dispose entirely of the 
1939-48 price bulge and, of course, 
will not deal with accumulated 
arrears of maintenance. On the 
other hand it is worth recording 
that falling prices make inroads 
into liquidity to the extent that this 
relates to stock in trade. 

Up to this point the problem of 
working capital has been considered 
with regard to the rehabilitation of 
industry rather than tlic cxpansion 
of manufacturing capacity. So fa r  
physical shortages have preventcd 
dimensional planning, but in due 
time modcraisation will call for re- 
huildine and lavish expenditure in 

FOR WORKING CAPITAL I25 

tits philosophically. Taxation has 
now changed all this. Surplus in- 
come among this section of the 
community is comparatively rare : 
indeed many in this class find it 
necessary to live on past savings. 
I n  turn the redistribution of wealth 
has augmented the income of the 
wage earner. I t  is, therefore, to 
him that industry must look for its 
future unprecedented capital re- 
quirements. Because, however, he 
has used his additional earnings lo 
increase his standard of living he 
would seem to have limited capacity 
lo  place any savings at the disposal 
of industry. 

many arections i f  we-are to gain 
:I lead in technical efficiency. As 
to the capital oullay for  inodcrti 
scale production, this will obviously 
Ihc much greater than any earlier 
experience. That in itself is a 
5ol)ering thought. lint turning 
from the prospective demand for 
finance to its supply thc positioii 
appears much more critical. 

In the past industri:il capital ha.< 
largely been provided liy the uppcr 
and lower middle classes. Accus- 
tomed to putting sonicthing by out 
of annual income they were the risk 
takers. They invested their savings 
and took their losses and their pro- 

Effects of Taxation 
I n  effect then taxation is the 

main obstacle to the gathering of 
new capital. This could have far- 
reaching implications, but leaving 
aside more startling aspects of the 
situation it certainly seems clear 
that industry will find it much more 
difficult than hitherto to obtain the 
financial backing it requires. I n  
such circumstances it is impossible 
to believe that bank accommodation 
will be out of favour : on the con- 
trary the position seems set for 
advances to fill a more important 
role than ever before. 

M W M  

Waste Of Over-40 Manpower 
‘‘PE are some 7,000 names of men and women over forty on 

our registers who are unemployed,“ said Mr. Gordon Whiting, 
Regional Appnintments Officer for Ministry of Labour. He then 
presented three unemployed over-forties as examples of high quality. 
Employers’ objections were : (1) Why should I take someone over 
forty when I can get a younger man? ( 2 )  If a man is out of a joh 
at forty, he cannot be fit to hold one. (3) What about our super- 
annuation scheme, to which, with all the goodwill in the world, I 
cannot admit a man much over forty. (4) In my firm, we believe in 
promoting from the ranks. 

43.R.C.  (West of England Service). August 7, 1948. 

We have no place for outsiders. 



Metal Trade Barometer 
S~atis~iral  ups and dowi~s shed light on riualry 

of old and neu, materials. 

()Nb of, the most interrsting illus- 
trations of changing conditiolis 

which emerges from study of the 
six months' returns as compared 
with pre-war figures, is the way i n  
which certain metal and mineral 
imports have fluctuated, indicating 
n substautial change in the con- 
sumption of the leailing metals, 
due partly to price increases and 

, controls, and partly to develop- 
ments in the use of newer materiiils 
as compared with ten years ago. 

Despite a great increase in indus- 
trial activity, imports of lead iii 
the first half of the year have been 
more than halved, copper soniexhat 
rcduccd, tin metal wiped out, and 
coiiccntrates rcduccd by some 20 
per cent. Zinc increased, while 
aluminium has increased practically 
four times. Tinports of iron ore 
have advanced nearly 70 per ccnt.. 
with manganese ore rather morc 
than doubled. Chromite and 
asbestos increased :ipproximately 
300 per cent. and 75 per cent. 
respectively, and sulphur was 
trebled. Titanium ores increased 
some 34 times, and cobalt by about 
the same pcrccotage. Exports of 
coal wcrc just over 21 per ccnt. of 
the 1938 figure. 

Turning to actual returns, copper 
imports in the half year just closed 
totalled 160,278 tons, ns compared 
with 177,334 tons ten years ago: 
actually. imports in the first half 
of this year were nearly 12.000 
tons less than a year ago. Imports 
of lead were sliyhtly better than in 
the first half of 1947. hut totalled 

" Mining lourno!, 

only 76,270 tons, against 203,593 
tons ten year ago. Imports of tin 
amounted to 2 tons, compared with 
5,872 tons i n  1938, and of concen- 
trates 21,955 tons, compared with 
27,750 tons. tmports of zinc were 
100,471 tons, compared with 82,526 
tons in 1938, while concentrates 
werc also higher at 86,268 toiis. 
against 78,662 tons. 
In contrast to thc heavy decliues 

indicated in most of the preceding 
items, aluminium imports were 
71,553 tons, compared with 23,128 
tons in the first half of 1938: 
bauxite imports were 185,201 tons 
against 124,800 tons. Iron ore 
imports were 4,280,668 tons, princi- 
11m11y from Sweden, as  compared 
with 2,550,936 tons in the first half 
of 1938. Manganese ore imports 
werc 217,056 tons, against 96,358 
tons. Imports of chromite were 
60,216 tons, against 18,822 tons iii 
the first half of 1938. Imports of 
asbestos in the past half year were 
44,716 tons, against 25,432 tons ten 
years ago. Sulphur imports totallcrl 
191,892 tons. :)gainst 65,746 tons. 
Titanium ores totalled 36,95 I tons. 
against 8,408 loiis i n  the first half 
o f  1938. Imports of cobalt and its 
alloys totallcd 1,685,928 Ih., con-  
pared with 459,664 Ih. ten yenrs 
ago. 

On  thr othrr hand, imports of 
cadmium at 499.808 Ib. were helm, 
the 1938 figure of 530.786 Ih. 
Imports of iuiwroiidit nickel were 
about a qu;irter of the 1938 figure 
at 2,561 tons. compared with 
10.274 tons : niclieliferous material 

" JaI? 31. 1049. 
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in process is not separ:itcly shown 3,830,934 tons, against 17,928,l I4 
in the Board o f  'Trede returns, but tons in the first half of 1938. 
\viis probably a little down. Imports Imports of refined petroleum pro- 
of mercury for the past half year ducts were 1,742,380,000 gallons. 
were 784,346 Ib.. as against against 3,317,776,000 gallons in the 
1,684,036 Ib. ten years :go, but first half of 1938, and of crude 
exports were somewhat more th:m 483,999,000 g a 1 1 0  n s , a g a i 11 s t 
halved. Exports of coal \vert 283.978.000 gallons. 

M M m  

It is as Important as Gold " 

Titanium 
Ry JOHN POLWARTH 

FIITY years ago the grent gold 
rush in the Yukon was iii f u l l  

swing, and now in Canada they arc 
all talking about the great deposits 
of . titanium, which ivere dis- 
covered for the first time about 
two years ago. l'itanium is a 
v ~ ~ l u ; ~ h l e  inetal and when it is 
refined it loolis rather like a grey 
crystalline powder. I t  is very iiiucli 
in demand for  the production' of 
paint pigments of various kinds, 
and it is used too in the manufac- 
ture of high-grade alloys. Scientists 
are doing intensive research work 
on it because they believe it will 
have many more uses. 

In  the past, India and the 
United States. have.been the world's 
only snurces of titanium, but the 
United States does not produce 
enough for  her own needs and has 
to import it from 1ndi;i. Canada. 
too, has bcen importing 4,000,000 
dollars' worth a year, and in the 
twelve months since she achieved 
Dominion status, India has not 
he6n too keen to allow the export 
of titanium ore. These new Quchec 
deposits make not only Canada, but 
the whole of the North American 

continent self-sustaining. The site 
is at a lake-side about 400 miles 
north-east of the city of Quebec, 
and only a few miles from the St. 
I-awrence river, so it is very 
accessible. Jmmense wealth is 
needed to develop this deposit, and 
the task has been taken on by the 
Canadi;ni subsidiary of a United 
States mining company, one of the 
biggest in the world. 

The cost i s  fantastic. Plans are 
going ahead now for a 15,ooO,OOO- 
dollar railway to open up the nrc:i. 
Another 1.5,000,oOO dollars will be 
spent 011 a refinery, and since thr 
ore is refined by electricity. a great 
hydro-electric power station will 
have to be built to supply the 
500,ooO horse-liower neetle? for the 
job. I t  has been officially :iiinounced 
that the final investment to develop 
this find will probably be as much 
as  150,000,000 dollars. The actu:il 
mining of the ore is expected to 
hegin some time next spring, so it is 
too early yet to forecast production 
figures. But the find i s  rep,rded 
as having tremendous possibilities. 
As one Government official put it 1. 

"It 's  as important as gold." 
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i U.K. Balance of Payments , 

JANUARY-JUNE, 1948 

By 0. J .  MORGAN and P. W. PAISH 

Tm reduction in uur adverse 
trade balance is a good deal 

less than had been hoped. This 
has not been due to any failure 
of British exports; on the con- 
trary, their volume for the half- 
year has increased from 116 per 
cent. of 1335 to 130 per cent., as 
Lompared with the Survey’s fore- 
Cast of 125 per cent. That our 
adverse balance of trade was S76 
inillion more than the Survey had 
expected was due entirely to the 
fact that the value of imports for 
t1.e half-year, instead of falling by 
E88 million, as had been hoped, 
rose by SS8 million. Of  the excess 
of 22146 million over the estimate, 
about two-thirds seem to hove been 
flue to higher prices and one-third 
to the fact that the volume of 
retained imports was nearly 81 per 
cent. of 1938, as compared with the 
78 per cent. expected by the Survey. 
I t  is probable that this higher 
volume of imoorts has been due. at 

proportion of total exports goiiig to 
the Western Hemisphere was ex- 
pected to fall from 16 per cent. to 
1.5 per cent. I n  fact, during the 
first five months of 1948, the pro- 
portion of imports from the 
Western Hemisphere fell almost 
exactly as estimated, while exports 
to thc Western Hemisphere rose 
from 16 per cent. to nearly 17 per. 
cent. of the total. . . , 

The fall in the proliortion of 
imports from the Western Hemi- 
sphere was achieved by increasing 
the proportions both from the 
sterling area, which rose from 33 
per cent. in the last quarter of 1948 
to 37 per cent. in the first five 
months of 1948, and from E uro- 
pean and other countries, which 
rose from 24 per cent. to 29 per 
cent. The  rise in the proportion 
from the sterling area was about 
three points less, and that from the 
rest of the world about three points 
more than the Survev had exnecterl. 

lenst in part,’ to the obligation to 
take mnre imoorts in exchanee fo r  “ Soft Currencv ” ‘Imports - ~~ ,~ ~ 

~. .~~. . ~~~~ 

more exports under Idateral trade One effect ‘of the Government’s 
sgreements. success in obtaining more imports 

While the SUNCY’S estimates of from “sof t  currency areas” in 
the fall in the total adverse balance place of those from “hard curreiicy 
of trade were over-optimistic. its :reas” is that (taking imports on 
hopes of a reduction of the adverse an f.o.b. basis and ipo r ing  imports 
balance with the Western Hemi- of newly mined gold), while our 
.sphere have been fully fulfilled. adverse balance of trade with the 

Tt had heen hoped that the pro- Western Hemisphere has been 
portion of imports coming from much .reduced,. our favourable 
the Western Hemisphere would he balance of trade with the rest of 
reduced from 43 per cent. in the last the world has nearly disappeared. 
quarter of 1947 to 34 per cent. in As a result of this development and 
the first half of 1948, while the of the coming into force of E.R.P., 

Eziroclr frm “ L o d m  ond Conbrkbe Ecmrnic  Scrvire,” A w n  16. 1908. 
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the distinction between hard and 
soft currency areas will henceforth 
be of less importance, and we shall 
need to pay rather less attention to 
the precise sources o f  our imports 
and destinations of our exports, and 
rather more to our total adverse 
balance of trade. I t  also seems 
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first 222 million received under 
E.R.P. was very little smaller than 
the .Survey’s forecast. 

The  broad picture which emerges 
from the foregoing outline indicates 
that there has been some notable 
progress in the first half of the year. 
The volume of exports has shown 

CHANGES I N  U.K. GOLD AND DOLLAR RESERVES 
(f million) 

Survey’s ’ Revised . 
Forecast Estimate 

Gold Reserves 31/12/47 . . . . . . . . . . . . . . .  512 512 
Addilions Jan.-Iune 

S. African Gold Loan . . . . . . . . . . . . . . .  80 80 
Drawings on U.S. Credit . . . . . . . . . . . . . . .  74 74 
Drawings an Canadian Credit . . . . . . . . . . . .  11 13 

15 Bought from I.M.F. by U.K. . . . . . . . . . . . .  - 
11 - ,, ,, India . . . . . . . . .  

165 - 193 - 
677 705 . . .  Wifhdrawols Jon.-Jme 

Adverse Balance on Income a/c . . . . . .  .... ... 136 197 
., ,, Capital a/c 86 57 . . . . . . . . . . . .  

222 - 254 - 
- - 

. Gold Rcserves 30/6/48 . . . . . . . . . . . . . . .  455 451 
. . . . . . . . . . . . . . . .  22 Received from E.K.P. - 

455 473 
- - 

... , I .  

possible that part of the rise in 
import prices during the second 
quarter of 1948 was due to the 
purchase of higher-priced goods 
from soft currency areas in order 
to economise in the use of hard 
currencies. If we can now again 
afford to purchase in the cheapest 
markets, the change may help to 
prevent a further worsening of the 
terms of trade. . . .  

The total drain on our reserves 
was 2254 million, covered as 
shown in the chart above. 

It can be seen that, as a result 
of the drawing of an extra 222 mil- 
lion on the Canadian Credit. and of 
$26 million from the International 

Monetary Fund by the U.K. and 
India, the gold rescrve on June 30. 
even before taking credit for the 

. .  
a very satisfactory increase, the 
dollar deficit has been more closely 
confined, and, as is shown in the 
following article, the sterling 
balances have been brought under 
some measure of control. The 
second half of 194s therefore opens 
in same ways more auspiciously 
than did the first. 

An . important c:iusc of the 
increase over’ the estimate of the 
adverse balance of trade and pay- 
ments ‘during the past half-year 
was the rise in the volume of 
imports and it seems reasonable to 
expect that this rise will go little. 
i f  any, further. On the other hand, 
there seem to be good prospects that 
the recent rise in the volume of 
exports will be continued, so that. 
unless, its effects are offset by a 
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further substantial worsening of world prices of manufactured goods 
our terms of trade (the effects of a will continue to rise, while the good 
general rise in prices become less harvests expected throughout the 
important as the value of exports world may at least check the rapid 
approaches that of imports), the rise in prices of foodstuffs and 
remainder of the year should bring other farm products. Even though 
a:.pronounced narrowing of the the effect of our long-term import 
adverse balance. contracts will be to postpone the k, 

On the whole, prospects that the full benefit we obtain from this 
terms of trade may stop getting check to the price-rise, as in the past 
worse, and may even begin to im- it postponed the full impact of the 
prove. are better than they have price-rise itself, an easier world 
been for some time. The continued food situation should begin to give 
rise in industrial wages in the IIS some relief before the end of 
United States seems to suggest that the present year. 

s * r. 
I 

M l B l M  

W e  are. all Capitalists Now? 
ICHTY-SIX PER CENT. of the adult E population of England and 

Wales possess savings of some 
kind, Nearly 60 per cent. hold 
National Savings (Savings Certifi- 
cates, Defence Bonds, Savings 
Bank accounts). After National 
Savings, the most pov.llar form of 
savings are life assurance (held by 
53 per cent. of the population), 
co-overative societies (15 per cent.), 
building societies (12 per cent.) 
and pension funds (11 per cent.). 

Of the 60 per cent. o f  adults 
who hold some form of National 
Savings, 40 per cent. have a Post 
Office Savings Rank account, 8 per 
cent. a Trustee Savings Rank 
account, 31 per cent. Savines 
Certificites and 34 per cent. 
Defence Bonds. . 

The percentage of people with 
National Savngs is highest be- 
tween the ages of twenty and 
thirty (67 per cent.) and lowest 
among the over-sixty-fives (52 per 
cent.). 

Thirty-four pcr cent. of the 
population (57 per cent. of National 

Savers) are active holders, having 
made a Savings Bank deposit o r  
purchased a Savings Certificate 
within the preceding twelve months. 
Just under 30 per cent. of National 
Savings holders achieved a net 
increase in their holdings in a year 
and just over BO per cent. decreased 
them. Generally speaking, it is the 
smaller holdings which have been 
decreased, and the larger holdings 
which have been increased. 

Analysis of the frequency of 
deposits and withdrawals surgests 
that the Post Office Savings Bank 
is often used as a sort of current 
bank account, as well as a depnsi- 
torv for savings. 

Forty-seven per cent. of adults 
agreed that the main reason for the 
fall in the level of National Savings 
is the cost of living. Another 14 
per cent. mention inadequate in- 
come, while only 4 per cent. 
mention anti -Government senti- 
ment. 

Seventy per cent. of the adult 
population say they find it harder 
to save than they did a year before. 



VOLUNTARYISM 
THE NEW DELUSION 

Ry R. F HARROD 

IMPATIENCE and disgust at the Civil 
Service methods of handling the 

controls have been growing. At 
the same time many business people 
have been convinced, for reasons 
which they probably could not de- 
fine very clearly, that the controls, 
or methods analogous to the con- 
trols, are still necessary. And so 
the idea has arisen that it would 
be satisfactory if the Government 
handed over to trade associations 
the task of allocation. I t  is felt 
that-with the controls in their own 
hands, everything would .run more 
smoothly. This idea is coming to 
be known as  '' voluntary-ism." 

But this is really to mistake the 
superficial symptom for the radical 
disease. And it puts too much 
stress on the technical inefficiencies 
of the Government. No doubt in 
some respects industries would be 
cleverer at handling for themselves 
a machinery for self-discipline. 
But it is by no means clear that 
they would he superior to the 
Government in all respects. I t  
might well be that fresh difficulties 
would arise, and that in certain 
cases they would have to go back 
to the Government in order to 
secure co-ordination or enforce- 
ment. The  real trouble is not that 
certain individuals, who may be 
Civil Servants, are not altogether 
efficient at their task of allocation; 
the root of the evil is that this task 
is one which no one can execute 
satisfactorily. :We cannot hav? an 
efficiently running productive sys- 

Esfmcl fran " The Way to Rmovny..' " 

tern so long as  the amount of coni- 
modities, which each individual or 
group is to be assigned, is decided 
by some centrally placed person. 
We need to restore freedom of the 
market. W e  need to re-establish 
for each firm the possibility of 
getting what it wants, a s  and when 
and where it wants it. So long as 
the total programme i s  cut suffi- 
ciently, removal of central controls 
would not lead to a general rise of 
prices.. But there might well be 
particular shortages, and in those 
cases a rise of prices would not only 
not be undesirable, but would be 
e s s e n  t i  a I for efficiency. The  
Economic Survey for 1948 makes 
a radical mistake when it adduces 
the' probable persistence of particu- 
lar shortages, even after over-all 
demand and over-all supply have 
been balanced, as a reason for the 
continuance of controls. If there 
were no shortages at,all, it would 
not deeply matter whether 'we had 
a system of central allocation or  
not, since everyone could get what 
he wanted. I t  is when there is a 
shortage of some item that the 
system of central control, as  mm- 
pared with free marketing, is so 
pernicious, for it is in that case that 
the control system prevents the 
most rational and economical dis- 
tribution of the commodity in short 
supply, inevitably produces bottle- 
necks and stimulates hoarding. 
Thus voluntary-ism is no answer to 
the problem: indeed the last state 
would prohably be worse than the 
first. ' 

' D k l d  Bank Rm'm." Seplorber, 1948. 



Professor M. Posrdn rejerls :he idea of senili:y in Britain’s 
indris:ries, and indirales real :roubles and the proper remedies. 

Is Brit ish Industry Ageing ? 

IN all of them [the so-called older 
industries-coal, iron and steel, 

textiles, potteries, etc.] for the last 
40 o r  50 years capital equipment 
has been allowed to get out of date 
and the attitude of the working 
classes, the structure o f  their 
wages, their response to economic 
incentives, their reactions to im- 
provcments and innovations, has 
been becoming more and more 
inimical to economic progress. 

At the bottom of these changes 
lie certain fundamental social facts. 
Some industries suffered from 

not to use the term “old indua- 
tries.” Both terms convey the 
impression of something continu- 
ous, as inevitable and irrevocable 
as  the man’s path to the grave, and 
to me the process has not been onr 
of cumulative decline. Things werr 
not getting worse with every year 
and every decade. If you ask me 
which was the period in which this 
deterioration was most pronounced. 
I should shgle out not the ten 
years preceding the last Great War. 
but the twenty or thirty years 
immediatelv before the Great War. 

under-investment because industry 
in eeneral did not attract as much Stagnation 1890-1913 
ne!;’ capital as elsewhere, or as The years between 1890 and 
once upon ‘a time in England. In 1913 were broadly speaking years 
the twentieth century the rate of of mounting industrial profits, and 
savings may have declined; the 1913 was a year of very good trade 
proportion of savings available for indeed. It was also a time when to 
industrial .investment certainly de- those who could live easily and 
clined. In certain years before the prosperously, life appeared easier 
war net industrial investment was and more prosperous than ever 
almost nil, in other years it was before. Yet it was the first and 
negative, i.e. insufficient to maintain very nearly the only decade .when 
induslrial capital at existing levels. national income was all but 
On the labour side signs of gradual stationary. The national income 
atrophy of the economic motive is per head o f  population had barely 
noticeable. Since 1880 trade union increased a t  all between 1900 and 
regulations and changes in social 1911. I t  was also a t  that time that 
values have discourared the worker in a number of industries which 
from exerting himself for the sake were doing best-oal, cotton, iron 
of material gain, or  from adiusting and steel-trouble was heing laid 
himself to new methods and new up for the future. Owners and 
techniques. inanaxcrs were removed by a t  least 

All this is what people often three Kenerations from the men 
mean when they describe the pro- who had founded and developed 
cess as one of ageing, and when the staple industries of England: 
they blame for it the older indus- they were evPn further from them 
tries. Yet I, personally, do not in spirit. Thev were only too 
like the word ‘‘ ageing ” and prefer willing to be lulled by high profits 

’ H.H.C. Third Programmr. h l . ~  31. 1918. 

I 
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and turnovers into the sense that 
all was right with British industry 
and that nothing more need he 
done. 

Inter-War Years Progress 
The general public is so mis- 

informed as to refer to that age as 
the great age of British prosperity. 
They are also so misinformed as  
to blame for most of our ills the 
so-called inter-war decades. The 
years between 1920 and 1938 are 
supposed to be the bad years : the 
period of chronic unemployment, 
headlong decline of the staple 
industries, depressed areas and 
industrial friction. W e 1 I ,  un- 
doubtedly, during the inter-war 
period the chickens let out in the 
early 1900’s came home to roost. 
But a t  the same time a Dumber of 
new industries, electrical, electrical 
engineerinK, motor cars, rayon, 
chemical, electro - metallurgical. 
were growing at a remarkable rate. 
So great was the t e h i c a i  progress 
in the country as  a whole, that it 
was more than suKicier;t to make up 
for the decline of the old industries 
and to lead to increases in total 
national output without parallel in 
recent economic history. I t  is sel- 
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doin realised that between 1924 and 
1938, niore especially between 1933 
and 1938, the rate of British indus- 
trial expansion a t  2 or 24 per cent. 
per annum was higher than a t  any 
time since 1870. And that national 
income per head not only stood 
lrifiher than a t  1913, but was also 
rising higher than a t  any time since 
1886. 

The reason why I stressed that 
lack of continuity i s  in order to 
point out that although many of the 
evils of the present situation as  we 
find it now are rooted in the distant 
past, the affliction is not one of old 
age. Industries, no matter how 
o!d, can be rejuvenated; for tha! 
there are many examples abroad. 
and a t  least one recent example in 
this country. Countries, however 
old, can acquire new industries. Of 
this the period between the two 
wars is a pood example. The 
economy of Britain is rooted in the 
past, but this does not mean that 
it has no future. Some of our 
oresent-day ills are historical - 
that is, reach deenlv into social 
habits and social svstem: bnt the 
practical meaninp of this is not that 
th-v cannot he redeemed except by 
measures which take them into 
account. 

TEE ECONOMISTS’ BOOKSHOP LTD 
NEW WEST END BRANCH 

On 1 November a West End Branch will be oj,ened at 3 0 ~  B u n  Street. 
St. James’s, London, S.W.1 (in the Economist building). A sclertion from 
our  stock will be on Y ~ W  at Bury Street. where the hou-s of business will 
be: Weekdays, IO a.m. t i l l  6 p.m.: Saturdays. IO a.m. till 1 p.m. 
The chief stock of books will continue to be held at 11-12 Clement’s Inn 
Passage. where the hours of business arc: Weekdays, 9.30 a.m. till 6 n.m. 
(till 7.30 p.m. on Tuesdays and Thursdays during term-time): closed nn 
Saturdays. 

T-hphon. md post01 1nq~Id.s should b. oddr.awd te: 

11-12 Clement’s Inn Passage, Aldwycb, W.C.2 
Telephme: CHAncerp 1508 
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More Women in Industry? 
T w o  conclusions stand out : first 

that any substantial increase 
in the number of women in employ- 
ment must come from married 
women ; secondly, that if the female 
labour force is not to fall greatly, 
there must be a big rise in the 
number of middle-aged and elderly 
women in employment., The prob- 
lem is how to maintain or increase 
the female labour force now, and 
how in a few years to prevent a 
substantial decline, while relaxing 
the pressure on mothers with 
young children to take jobs. 

By far the most hopeful means 

and wider interests without the 
physical strain of a full-time job. 
From the employers’ point of 
view, the employment of part-time 
workers entails careful organisa- 
tion, additional supervision and 
flexible arrangements. But in com- 
pensation, there is evidence that 
part-time workers give good ser- 
vice, that their output is often 
better than that of full-time 
workers, and that they do not com- 
pare badly in regard to absenteeism 
and labour turnover. The  Ministry 
of Labour and employers of all 
kinds, including schools and hos- 

Future T-rends 
In  thousands 

I944 1947 1954 1959 
Total number ‘of women in 

Great Britain ... ... 24,478 25,102 25,175 25,124 
Number aged 15-60 ... :.. 15,795 15,640 15,473 15,288 
Number aged 15-45 ’... ... 11,132 10,807 10,324 9,967 . -  

The table above shows how,thc estimates of the probable number of women 
aged 15-60 in 1954 and 1959 compare with the position in I944 and at the end of 1947. 
There finurcs are based on a oroiection made from’estimates of the ace structure in -- ~~ 

~ ~~ ~ ~~ ~ 
~ ,~~ ~~~~ ~~ ~ ~ ~~~~~ ~ ~ ~ 

194.-Hnd assumin that there will be no net migration inwards or outwards, that 
mortality rates wi% decline slightly, that marria e rates will remain constant (from 
1944 onwards) at the level prevailing in 1938 an% that fertility rates will be constant 
after 1944 at the 1938-39 levels. 

of achieving these ends is to extend pitals as well as  business firms, 
the opportunities for part-time must realise that unless they make 
work. This is  A desirable solution . n real effort to extend pa r t4me  
from the women’s point of view, work, industrial production and the 
because it would offer some money social services will suffer. 

From ‘‘Empbv-l gf Womm;’ P.E.P.. I d ?  23. 1948. ,. , 

M M M  

Bulk Buying 
s long as bulk buying persists, whether for food or other materials, A we may expect the terms of trade to move aKainst this county 

and tn exacerbate its difficulties. 
-I.ped.r Choinhrr hf Commerce. August, 1948. ’ 



Rising Food Costs 
THE rise in retail prices has been 

rather more marked since the 
initiation of the Government policy 
than before. In  eight months to 
January last the index rose only 4 
per cent., but it gained nearly 6 per 
cent. more during the five months 
February to June. For  this there 
seem to be two main reasons. Since 
November there has been a rise of 
11 per cent. in the price index o f  
drink .ind tobacco, attributable to 
the new duties in the November and 
April lludgets; secondly, there has 
been a rise of 5 per cent. in clothing 
prices, largely because of the with- 
drawal of the cotton and wool cloth- 
ing subsidies. Since February the 
jirice indexes for the two main 
groups of manufactured goods- 
'' household durable goods " and 
" miscellaneous eoods " - h a v e 

I 

fallen slightiy. 
' But the weirht of manufactureil 

-goods in the tGtal cost o f  living is 
not great. Food, drink and tobacco 
account for over 56 per cent. of ihthe 
.total weight of the Ministry of 
Labour's index of retail prices. The 
rise in the drink and tobacco duties 
has been important. Food prices, 
though they have heen left stable 
for retail purposes since February. 
are clearly a most formidable prob- 
'lem. ' Imports of food are coming 
in all the time at steadily higher 
prices as the bulk contracts recently 
negotiated at higher levels come intz 
force. At the same time the higher 
cost. of, imported foodstuffs, etc., is 
'increas!ng ' the cost of . home- 
produced food., 
" Subsidies have been utilised to 3 
greater, and greater. extent and arc 

now, according to the Minister of 
Food, costing S47Om., compared 
with the $382111. which was de- 
clared .by,.M:. Dalton,. when Chan- 
cellor; to be a'. ceiling lcss than nine 
months ago. In spite of the big 
increase in subsidies, prices to the 
consumer. rose sharply between 
November and February last. Since 
then, a t  an ever-increasing cost in 
subsidies, they have been held 
approximately stable. 

This situation certainly poses a 
dilemma fo r  the Government policy. 
Big subsidies increase inflationary 
pressure on the side of demand. On 
the .other hand, to keep a strict 
ceiling, on -subsidies and to allow 
prices to rise would make it more 
difficult to resist demands for wage 
increases and. would thereby be in- 
flationary from another angle. 

The  difficulty of reducing prices 
of manufactured goods is due 
broadly to the same cause as the 
difficulty of preventing a .  rise in 
food prices. The rise in world 
prices of primary commodities 
stands in the way of both. The 
outlook, moreover, is by no means 
favourable. There has on balance 
heen a big rise in prices of most 
commodities since the middle of 
1947, and its effects are being felt 
progressively in terms of actual im- 
ports and deliveries. Secondly, new 
hulk contracts for imports of raw 
materials as well as food are con- 
stantly coming into force at higher 
prices. Finally, even for one or  
two commodities which have shown 
a reduction in price i n  recent 
months, the Government appear to 
hold stocks purchased previously at 

' 

higher .prices. . .  . .  



World Trade Lags Behind 
Production 

LAW Succrss, New York.-The 
shortage of basic products in 

most countries, particularly of 
foodstuffs, r;sing inflationary pres- 
sures, and unprecedmted deficits in 
the internationat commerce of most 
countries are clear indications of 
the unhealthy economic situation 
facing the world, a report published 
here by U.N.'s Deparhnent of 
Economic Affairs indicates. 

In a supplement to a World 
Economic Report issued early this 
year, the department presents a 
statistical summary of the main 
features of recent economic trends. 
A series of tables and charts 
provides indices of industrial and 
agricultural production, imports 
and exports, trade balances, prices, 
wages, cost of living, employment 
and other aspects of the present 
economic situation of the world. 

A statistical study of post-war 
conditions, compared with 1938, 
shows that although the total Dro- 
duction of goods in 1947 was 10 to 
15 per cent. above 1938, the volume 
of world trade was below pre-war 
levcl and lagged behind production. 
In particular, agricultural produc- 
tion was below pre-war levels, 
while industrial production was up 
almost 25 per cent. 

World exports for 1947 almost 
reached the 1938 level but were 
only 90 ner cent. of the 1937 trade 
and d-dined during the first Quarter 
o f  1948 to 93 per cent. of 1938 and 
helow 85 per cent. of 1937. 

There were marked .disparities 
among countries in the levels of 

industrial and agricultural produc- 
tion realised in 1947, when com- 
pared to 1938 and 1937. The  result 
is that the geographic distribution 
of the total volume o f  goods pro- 
duced in the world last year was 
considerably different from that ?f 
the pre-war years. In  agriculture, 
the report adds, 'the recovery of 
livestock products was f a r  behind 
that of food and commercial crops. 

World production in fuel and 
energy (excluding the U.S.S.R.) 
during the first quarter of this year 
was about one-third above 1938. It 
reached only 92 per crnt. i n  Europe 
but was considerably higher in the 
rest of the world. narticularlv in the 
United States. 

The oroduction of steel (exclud- 
ing the U.S.S.R.) during 1947 
approximately equalled that of 1937 
and during the first quarter of 1948 
was about IO per cent. above 1937. 
Copper and zinc production in the 
first quarter of 1918 exceeded 
pre-war levels, but production of 
lead and tin was below 90 per cent. 
of pre-war. 

As measured by world cement 
production, construction activity 
during the first three months of 
1918 was rouxhly at pre-war levels. 

Textile production during the 
first quarter of this year was con- 
siderably above 1938 in a number 
of countries-for example, Canada, 
Chile, Denmark. Norway and the 
United States-but was onlv a frac- 
tion of Dre-war levels in German" 
and Japan. 

World production of m o t o r  
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vehicles (excluding the U.S.S.R.) 
during the first quarter of this year 
equalled the 1937 rate of produc- 
tion, but there was a significant 
shift  from passenger to coinmercial 
vehicle production during 1947 as  
compared to 1937, particularly in 
the U.K., France and Canada. 

There were wide differences 
among countries in the recovery 
o f  export trade during 1947. The 
volume o f  exports of the United 
States reached a peak in the first 
half of last year about two-and- 
one-half times that of 1938; the 
United Kingdom exports were 1 5  
per cent. above 1938 for the last 
half of 1947. Rut excludinc these 
two countries, exports for the rest 

of the world were considerably 
below the 1938 level. 

The report adds that loans and 
grants of all types from the end 
of the war through May, 1948, 
reached a total equivalent to a t  least 
26,000 million U.S. dollars. Almqst 
four-fifths o f  this total were direct 
loans and grants by governments. 

Although the rise in prices during 
1946 and 1947 showed little, if any, 
indications of slowing down in 
most countries, the report ends 
declaring that there were slight 
indications of a possible slackening 
o f  the rise in the cost of living in 
several countries during the last 
quarter of 1947 and the first 
quarter o f  this year. 

M M M  

Profits in U.S.E. 
LAST year, the net profits, after taxes, of corporations in all 

industries except finance, insurance and real estate were equal 
to 5.28 cents per dollar of sales, its against 5.41 cents in 1929, 5.14 
cents in 1941, and a nineteen-year average of 3.61 cents. 

This method of statement has a direct bearing on the question of 
the relation between profits and price inflation. If the profit margin 
of corporations last year had been arbitrarily restricted to the 1939 
figure of 3.98 cents per dollar of sales, and i f  the entire reduction 
had been p;tsscd on to customers in the form of lower prices, the 
saving to ciistoniers woiild have amounted to 1.3 per cent.. cancellinx 
about one fifty-ninth of the advance in consumers' prices since 1939. 

--CU.\HANTY SURVEY, N c w  York, Aiigiist 27, 1948. 
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DIGEST REVIEW 

Problems of 
Afrlcan Development 

Ry T. H. BATTEN 

Tc Europeans, shocked by post- 
war events in Asia, the develop- 

ment of Africa has become an 
increasingly topical subject. I t  is 
not only in Africa, therefore, that 
this new survey* will be of interest. 
The author has tried to assess the 
situation from thc standpoint o f  
educated Africans, and hegins with 
an appeal to them for  a public- 
spirited attitude. " I t  is incontest- 
alile that the poverty and hackward- 
ness of African society cannot he 
overcome without the services of an 
almost unlimited number of well- 
educated and well-trained Africans. 
Yet this army of educated men will 
have to be maintained by the labour, 

. a t  present inefficient, of the back- 
ward millions, and with temporary 
assistance in the form of grants 
from Britain. Obviously, even with 
llritish help, the number of persons 
who can be maintained is limited 
Iiy two factors : by the aniount of 
wealth produced in Africa that can 
he diverted by taxation to maintain 
them. plus what can be spared from 
the Colonial Development and Wel- 
fare Grants; and by the amount of 
the wealth thus made available 
which each educated African ob- 
tains as salary for his services. 
Higher salaries than at present 
mean, in fact, fewer doctors and 
teachers, weaker and less successful 
:ittempts to solve the pressing prob- 

, 'r. R. B ~ I M  (oxford university PW. -, * " Pnoblcms of African DcvcloDmcnt." hy 

7s. 6d.l. 
A i 0  * ... , 

lem of African poverty, and there- 
fore slower progress in fulfilling the 
first condition of African political 
advancement." 

Costly Ertropeoris 
The white man in the tropics is 

" the  most expensive of God's 
creatures. The  present aim is to 
train Africans to replace Europeans 
in order to rid African poverty o f  
much of the almost intolerable, but 
hitherto necessary, weight of the 
high cost of European personnel. 
But if  replacement of Europeans by 
Africans is going to perpetuate, for  
a favoured few, salaries that even 
liritain, with its greater wealth, 
could not afford to pay, what pos- 
sible hope i s  there for Africa? 
Britain is able to pay its secondary 
school teachers. honours graduates, 
from two and a half to six times the 
wage of the unsKilled labourer, and 
its doctors from three to ten times 
:IS much. (These are averages.) 
Yet in Africa a little education, still 
inadequate by European standards, 
enables a man to start at anything 
from three to fifteen times the un- 
skilled labour rate." 

The book,.which i s  in two parts, 
'' ,Land and Labour " and " Govern- 
ment and People," provides a com- 
prehensive review of the economic 
and political background, the great 
needs of the continent, and the 
obstacles to progress. The writer 
discusses the prevailing vicious 
circle of extreme poverty, leading 
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to poor health and ignorance, which those schemes which will best assist 
in turn result in inefficient labour the colonial peoples themselves to 
and low output, thus causing con- produce greater wealth is over- 
h u e d  poverty. He concludes that whelming. What the actual priori- 
Rritain's task is to prime the pump : ties should be - what aspects of 

education or health. for instance. 
Itritain's Limited Function 

" I t  is impracticable and undesir- 
able that Britain should try to bear 
nearly the whole burden o f  colonial 
development : impracticable because 
the cost of supplying the first-class 
economic and social services &sired 
for  some 60,000,000~ people would 
be far too great for the smaller 
population of Great Britain to sup- 
port; and undesirahle because the 
colonies must become sclf-support- 
iog if they are ever to enjoy any 
real measure of self-government. 
The colonies must therefore some- 
how bear the main cost of the 
tlevelopment programmes, and the 
.f 120 million provided under the 
Colonial Development and Welfare 
Act must chiefly be used to assist 
the colonies to produce the neces- 
sary wealth themselves. 

Available resources arc ex- 
treinely small in relation to urgent 
needs, and still smaller when coni- 
pared to the ideal. The  case for 
giving spending priorities only to 

I' 

should be put first, and whai 
priority they should have in relation 
to spending more directly aimed at 
promoting economic development- 
cannot be decided until the situation 
in each colony has been fully 
cxamined, preferably by trained 
economists. But the case for such 
examination is strong. Without it 
no balanced programme of material 
and social development can be pre- 
pared. Until such a programme 
exists, there can be no guarantee 
that essential economic develop- 
ment may not be starved of suffi- 
cient funds because of the claims 
of other schemes, very desirable in 
themselves, which ought to be 
financed from rising government 
rcvenues at a later stage, when 
economic development is more ad- 
vanced. The production of such 
balanced programmes is, indeed, by 
fa r  the most immediately important 
work now being undertaken by the 
colonial governments in co-opera- 
tion with the Rritish Government." 

S.D. 

Reciprocity 

H. GUNNAR MYRDAL, Swedish President of the United Nations 
Economic Commit&, attended a dinner in Paris given by M. 

Jean Monnet at a fashionable restaurant, and asked for some 
Camembert cheese. "Alas!  " said the head waiter in tones of dis- 
tress, " we haven't any: But i f  you like it, I've got some remarkable 
English cheescrea l  Stilton." The next day Hr. Myrdal was in 
London, where he was entertained by Sir David Waley. a high 
official of the Treasury. After the dessert Sir David, visibly em- 
barrassed, told his guest : " I'm sorry I haven't got any cheese worthy 
of the name-you can't get Stilton nowadays; but i f  you like it, I 
can offer you some 'real French Camembert."-Carrcfour, Paris. 

. *  
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TABLOID DIGEST 
0 PUNNING “ T o  plan or not to 
plan has been claimed as one of the 
most over-simplified political issues 
of the day. I t  is said to he almost 
the only question on which a Gallup 
Poll would fail to produce a ‘don’t 
know’ scction. The first 100 men 
yo11 meet will consist of  uncompro- 

, mising planners and uncompromising 
anti-planners; and thc odds are that ‘ not two of them will have the first 
idea of what is meant hy, and what 
is involved in, planning on a national 
scale.” - 1. A4. W o r k ,  AUSTRALIAS 

’ “Central planning is, at hest, the 
Iienevolent hut unscientific bungling 
o f  the few, striving vainly to decide 
for the many consumers what those 
consuniers can only decide rationally 
for themselves.” - Profcssur Joht: 

rrr ilh 81, 1948). 

I I 

(2UARTERLY, 6/1918. 
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, 0 LESS GOLD An extremely drastic 
decline has taken place in the number 
of exploratory mining companies in 
Canada. In two years, their number 
has fallen from 1,369 to 360. I t  is 
estimated that the financing of new 
gold companies has fallen to SO per 
cent. of that two years ago.- 
CAN,\llIAN MINES HANDROOK, 1948. 

0 DIVIDED EUROPE ” Britain finds 
her European neighbours’ economic 
systems largely the same as her own, 
and not complementary to hers. . . . 
It is East Europe, not West Europe. 
which is economically complementary 
to the British economy, and, indeed, 
to the economy of Western Europe 
as a whole, as i t  always was.”- 
Gralra111 Hullon, TIIE NINETEENTH 
CEKNRY, Sept., ‘48. 

! 

0 €299 MILLION OWED TO BRITAIN 
The United K i n g d o  m Finance 
Accounts for the year ended March 
31, 1948, give a list of advances to 
Allied Governments during the War 
which were still outstanding on that 
date. These amounted altogether to 
f299 million :- 2 

China _._ ... 12,790,994 
Czechoslovakia . 15,493,541 
France ... ... 99,684,693 
Netherlands ... 45,000,000 
Poland ... ... 57,500,000 
Turkey ... ... 31,902,284 
Russia ... ... 35,710,000 

Most of these ;idvatices are now 
tied up i n  agreenients providing for 
rcpayment over a period of years. 

0 FREE (?) TRADE “ I s  this what 
internal free trade for Europe really 
means - bigger and better inter- 
national cartels, their activkies tsm- 
pered and guided by the intervention 
of  anxious and conscientious govern- 
ment departments, each striving to 
reduce to a minimum the disturbance 
of the particular interests, and, above 
all, the displacement of the particular 
class of labour, committed to its 
care?”-I’rofcssur D. H. Robertson, 
LISTENER, 2/9/1948. 

0 HIRE PURCHASE IN U.S.A. The 
U.S. Federal Reserve Board reports 
that “ the unprccedented volume of 
home buying during the three years 
since V.J. Day has added approsi- 
mately $lO,OOO million to outstanding 
mortgage debts,” bringing present 
long-term obligations to more than 
$32,000 million. By the end of this 
year Americans will owe more than 
$SO,OOO million for  home mortgages 
and purchases of consumer goocls.- 
U.S.. Ncros Scrvicc, 20/9/1948. 
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SURVEY OF EUROPE “Even if 
the current production plans of the 
European countries were fully real- 
ised, the attainment of equilibrium in 
the balance of payments by the end 
oi the period covered by the plans 
would not be assured without a reduc- 
tion in standards of living, owing to 
the unlikelihood that overseas im- 
ports, particularly of foodstuffs and 
manufactured equipment, could be 
reduced so rapidly to their pre-war 
dimensions.-UN. Survey of the 
Iicoiio,,ric Sitttetiori oiid Prosjccfs of 
I:i:trropr, 1948. 

a U.S. HARVEST “The  yield of  feed 
grain will break all rccords by a wide 
margin; the supply per animal unit 
over the next 12 months will be 25 
per cent. larger than in 1947-8, and 
much the largest on record. More- 
over, the wheat harvest is second 
only to that of 1947, and the cotton 
crop will be among the larger ones 
of our history, with the highest yield 
per acre ever made. The crop yields 
will hold down prices over the dext 
year more effecti\dy, and deal with 
the inflation prohlem more funda- 
mentally, than anything proposed by 
the President or enacted by Con- 
xress.” - NATIONAL CITY BANK OF 
New YORK MONTIILY L E ~ E R .  Sept., 
’4R. 

0 $50 A WEEK “ A  study of  the 
living conditions of an average fac- 
tory worker in the US. during the 
latter part of 1947 was recently con- 
cluded by the research staff of the 
American Federation of Labour. I t  
showed that the average factory 
worker worked a 40-hour week at 
1.25 dollars per hour. Any overtime 
worked in excess of 40 hours per 
week was paid at one and a half 
times the regular wage. Food con- 
stitutes the most important single 
item in the worker’s budget.”-U.S. 
Iitfortnalioit Service, Sepl. 20, ’48. 

1MIC DIGEST 

0 CROOKED CROSS-RATES ‘‘ Belgium, 
France, Holland and Italy are now 
all importing prime raw materials 
like Australian wool as though for 
their own use, paying in cheap ster 
ling, and re-exporting to countries of 
the dollar group azainst payment in 
hard currency. As a result, importer: 
i n  countries of the dollar group get 
cheap raw materials from the sterlinv 
group, while European countries 
acting as middlemen, get the dollars. 
-STATIST, Sept. 11, ’48. 

e us. STEEL us.  steel output : 
hreaking all previous records. Thr 
1948 output will be 87 million tons 
the present rate is maintained. Bui 
even this is not nearly enough : 
meet the current demands of thc 
domestic economy, military requirc 
ments and the European Recover, 
Programme. - American Iron ono 
Steel Insfifitfe, Sepf . ,  ’48. 

0 HOLIDAY SPENDING H a l f  t h .  
population of Britain spend their 
summer holidays away from home., 
Nine per cent. take day trips and 41. 
per cent. stay at home. The average 
size of a holiday party is 21 persons 
and the average expenditure a party 
on fares is $4 6s.; on rooms, f13 3s.; 
and on entertainment. €7 4s.-Sftruey 
tirade by Brilish Towisf Holiday 
Board, Aug., ’48. 

0 REPARATIONS The value of re- 
parations received from Germany by 
Russia is already a thousand times as 
great as that received by Britain.- 
S. P. Chantbcrs, B.B.C. Third Pro- 
groiiitizc broadcut ,  Segl. 20, ’48. 

0 PROFESSOR MEADE QUESllONED 
Professor J. E. Meade will answer 
questions arising from his recent 
hook (Planning and the Price 
Mechanism) at the Economic Re- 
search Council meeting on Wednes- 
day evening. November 24. Invita- 
tions may be had from the Secretary, 
18, South Street, London, W.1. 
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The times are changed and ( b  

we are changed with them" 

To dip for a moment into the past, it is, we think, worth 
recalling that as long agoas the Georgian erathe"At1as" 
f i rs t  embarked upon service to the public. 
For a considerable period that service, largely confined 
as it was to the United Kingdom, remained limited In 
scope but, with the passage of time, the Company 
began - somewhat tentatively, perhaps -to operate 
overseas. 
Today, the "Atlas" service, vastly extended, covers 
the greater part of the civilised world and, fortified 
by our knowledge of the past and sti l l  believing in the 
future, we shall continue that service as the years 
travel upon their course. 
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B u y  National Savings Certificates the Bank way- 
it is simple, automatic and without any additional charge 
to you. You just sign the special Banker’s Order form 
which your Bank Manager can now give you, authorising 
either a single purchase of National Savings Certificates, 
or a regular monthly investment. That is all you have 
to do-and with a stroke of the pen you will have helped 
to secure your own hture, and your country’s prosperity. 
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cate, and in ten years this A1500 will have grown to E650 
free of tax. Secure for yourself this profitable gilt-edged 
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