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resources that can be offered by the Emnomic Research Council 
to both professional economists and those who read this journal 
by avocation. 

I t  is possible to present in THE ECONOMIC DIGEST only a small 
part of the mass of reading matter-reviews, speeches, private 
papers, as well as newspapers, journals and books from all over 
the world-scanned by the Editors and staff every month. The 
task of covering every sphere of economics, however, provides the 
Editors with material which they believe can be of great value to 
certain readers. 

Subscribers are invited to submit any questions concerned with 
economic facts or to submit their own writing or theses for factual 
criticism which, for obvious reasons, cannot be elaborate. 

Readers are also invited to write to the Editors commenting 
on this journal; and suggestions designed to improve its value and 
interest are always most welcome. 

Letters of inquiry should include stamped addressed envelope 
for reply and should be addressed to The Editors, Reader 
Service, The Economic Digest, 18 South Street, London, W.l 
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'The Instabilitv of the 
J 

American Economy 
&h/y volarilc elements in the American economy arc copable of giving rise 10 

slrirnp in which ernployrnenr would shriuel by 10 IO 20 millions. 

By Professor R. S. SAYERS. 

I I X I O N  of the American 1929-32 would mean a rise in unem- 
horizon still reveals a material ployment to 15 or 20 millions---com- 

prosperity un aralleled in world his- parable to putting the entire British 

last few months the general standard Such a catastrophe would not merely 
of living in the United States is much wrcck Rritain's critical exports to the 
above that of the 1928-29 h o m .  But Unitcd States irself: expericncc in 
a colla se of this American boom the first half of 1949 has already 
would, Eke the 1929 crash, preci itatc shown how, h contracting other 

iloyment policies might prow American purchases can hinclcr 
broken reeds, and which might para- Britain's export drive all round. And 
doxically, by underniinin financial .it might darken, pcrhaps irretricv- 
recritude, break down rheiarriers to ahly, the atmosphere in which the 
disorderly inflation and economic American people has been ersuaded 
confusion in Britain and in many to underpin with Marshal7 Aid the 
other countries as well. The cloud effort of Westcrn Euro e to get on 
as yet is no bigger than a man's its feet again. Can t!is dreadful 
hand; but I suggest that it is there, thing happen? Is the American 
and that there is pressin6 need ro economy as unstable as it was 20 
consider whether it really IS likely to years ago? I am not going to he 
grow to such a hurricane as the rash enough to offer a categorical 
Creat Depression of the early answer to this question. But we can 
'thirties. at least get part of the wa by going 

A slump comparable to that of back IO first principles anKconsider- 

tory: even a P ter the decline of the 

a world depression in which fng em- countries' niar E ets, a declinc in 

occupied population out of work. 

F m  W # f n ~ i ~ f r I J @ n t R m ( n r , ~ ,  londoa,  dlipI1, 1040. 
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ing just how things could 80 wrong. 
What is it that keeps 60 mlllion jobs 
going, and what kind of change 
might push the num-ber down to- 
wards 40 millions? 

The 60 million jobs exist because 
there is sufficient total spendin on 

the people are employed, or on direct 
employment of eople in occupations 
like teaching, Jomestic servlce, etc., 
where the “product” is the intangible 
service that is directly wanted b the 
final buyer. Sources of instazility 
must be looked for’ in each of the 
major components of total national 
spending. 

Level of Personal Spending 
Personal expenditure on goods for 

:final consumption represents rather 
more than two-thirds: that is to say, 
:about two-thirds of the national pro- 
ductive effort (measured b market 
values) goes into the mazing and 
marketing of final consumption 
goods or personal services. Among 
these items for final consumption are 
such articles as everyday food and 
clothing, the demand for which is 
unlikely to change much even if in- 
comes change a good deal. Other 
less essential items, ‘like cinema 
tickets and expensive flowers, may 
fall sharply if incomes fall, but are 
unlike1 to change much while in- 
comes %eep up. 

On the other hand, h e r e  are more 
durable ‘consumption goods-cars. 
television sets, washing machines, 
and the like, which take so long to be 
“used up’! that there is a y s i h i l i t y  
of temporary satiation of t e market 
after’a long burst of heav? huying. 
even though people feel 2s rich as 
before. There is no doubt that one 
of the elements in the collapse of 
prosperity in 1929 was the fact that 
in the preceding prosperous cars so 
many people had equippcdl them- 
selves with cars, radio sets, etc., that 

the goods in the making of w f i  Ich 

there was bound to be some slacken- 
ing of demand until these “durable” 
goods had had time to wear out. 

Indications in 1949 hare so far 
been that the demand for consumers’ 
durable goods is holding up astonish- 
ingly well, but now that the urgency 
of replacing goods worn out durin 
the war has passed, the deinan 
must be less stable. A fall in tofal 
demand originating in this way 
might easil be of the order of six 
or seven bizion dollars, but its ulti- 
mate effect on eniplo ment would be 
far more serious. 
automobile and other industries. 
finding their weekly earnings 
reduced, would be compelled to 
reduce their expenditure on both 
durable and non-durable goods. 
Moreover, the onset of depression in 
a consider;ible part of the industrial 
field would darken the whole husi- 
ness outlook, and so provoke a re- 
duction of business s endin 
another part of “total &man& 
which wil he considered in the next 
paragraph. These repercussions of 
the temporary satiatlon in a few 
durable-consumption-goods t r a d.e s 
might easily force total national in- 
come down by IO per centAmply-  
ing an increase of perha s five or slx 

ployed. 
What makes this factor so impor- 

.rant in the United States is that 
America is such a rich country. 
Only where income standards are 
high can people afford to buy-or to 
d c f n  buying-these durable gwds: 
If you have only one jacket and it 
wears out, you have to buy another 
just as quickly as you can. But if 
the family has two cars in the 
garage, whether you replace one of 
them this year or next is a verf 
chancy matter-but it makes a world 
of difference to the employment 
situation. In this way, the richer the 

% 

K orkers in the 

millions in the ranks o P the unem- 
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econwny the more unstable it is apt 
to be. 

The second great component of 
national outlay (total demand for 
goods and services) may be called 
“business spending.” A large part 
of the cnrrent expenditure of busi- 
ness firms is on productive resources 
-labour, raw materials, etc.-des- 
tin’ed to replace in the productive 
process those now emerging as final 
consumption goods; and this expen- 
diture is thus merely a reflection of 
the consumers’ expenditure. But 
business firms can alter the flow of 
resuurces through the producti.ve 
process, i.e., the can add to or sub- 
tract frotn goo& in ’rocess-stocks 
at various sta res; a n l t h e y  can add 
to or subtract k roni the “fixed” equi 
nient-plant and buildings. (“Su!: 
traction” froiu fixed eqiiipmcnt 
occurs when firms allow their 
equipment to depreciate without 
replacement.) 

Spending on Inveniories 
These items of business spending 

are in the American official statistics 
classified as spending on inventories 
and spending on new construction 
and prodncers’ dnrable equipment. 
Though all of this spending is linked 
ultimately with the market for final 
consumption goods (since business 
inen will only add to stocks or eqiiip- 
mcnt if they think that sooner or 
later there will be an outlet for more 
of the finished product), in the short 
run, whatever IS happening to con- 
sumers’ demand, there can be a ood 
deal of variation, because the tusi- 
ness outlook may vary. Greater con- 
fidence resulting from widespread 
settlement of wage disputes, for 
example, by making business men 
more sure of their estimates of costs 
and profits, is likely to encourage 
business spending quite indepen- 
dent1 of any increase in the de- 
man< P for goods at the consumers‘ 
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end. This aclclitional spendin , like 

consumers’ spending, gives rise to 
biggcr incumes in the trades im; 
mediately alfected, and the spending 
of these bigger incomes in turn 
stimulates further activity both in 
consumers’ goods and in the chpital 
oods which look inore attractive to 

%“siness men when there is any sign 
that business is looking up. 

Movements i n  Inventories 
Net change in business inventories 

are recorded in the American official 
statistics.’ It is known that these par- 
ticular statistics cannot.be regarded 
as 100 per cent. reliable, hut. their 
broad movements are so consistent 
with independently reported general 
impressions that they are obviously 
worthy of sume regard. Apart,from 
the extremes of the \ v y  .yean, it 
appears that this “instability item” 
is a great deal smaller than the 
“durable-consumption-goods” item, 
but it may easily account for a 
change of tu’o or three billions .of 
dollars (per year) of demand for 
resources. In the fourth quarter of 
1948, fnr example, the figure, at 5.3 
billions (annual rate), was almost 
three billions higher than in the cor- 
responding quarter of 1947. 

I t  cannot be supposed that ad- 
ditions to inventories will persist at 
anything like ,this rate: ever since 
the end of the war traders in the 
United States (as elsewhere) have 
been replenishing stocks that had 
been run down to extraordinarily 
low levels, and the much lower figure 
(2.2 billions) for the first quarter of 
1949 is only one of the signs that this 
period of replenishment is a t  last 
coming to an end. From the point 
of view o f .  employnent it is not 
enough that the level of stocks 
should he maintained-a decision to 
stu incrensing stocks implies a cur- 

a,ny which is .generated by %. .igger 

mi P ment of orders and a consequent 
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fall in incomes and employment- 
which itself causes further falls in 
incomes and employment. 

Capital Goods Investment 
Investment of resources in fixed 

cap,ital goods-factories, plant. ships, 
etc.-has similar immediate bearing 
on thc employment.situation. This 
is an item eculiarly dependent on 
the state o? business confidence, as 
well as on the ease and cost of get- 
ting-hold of the funds for covering 
the capital expenditure. Official 
estimates indicate that it fell from 
some 14 billions of dollars i n  1929 to 
less than 3 billions in 1933~ rising to 
about 8 or g billions in 1939. Dur- 
ing the war it was somewhat re- 
duced. Although American industry 
did .not then suffer damage from 
,hornhers or invading armies. it did 
finish the war with equipment that 
had not. in normal peace-time 
trades, kcpt pace with expanding 
rec~iiircnicnts. So. while America 
h a d  the best equipped industry in 
the .world, it was not adequately 
equippcd to cope with the extra- 
ordinary post-war pressure of 
deniand, and the post-war years have 
therefore seen extensive additions 
and replacements: in 1947 the figure 
was near1.y 20 billion dollars, and in 
1948. 35 blllion dollars. 

Like the demand for inventories. 
the demand fer new fixed capital is 
>ecoliarly sub.ject to the winds of 
Lusincss optimism and pessimism; 
and it is in this way that apparently 
cxtraneous conditions-such as the 
political atmosphere. domestic or 
International-can cause very sud- 
den and alto ether dispro ortionate 
chanees in t R e volume o! business r activity. 

This consideration ereatlv com- 
plicatei also the e& of ‘general 
wage movements, a matter which 
has with good reason been ,&e sub- 
ject of acute and unresolved con- 

trovers in the last few years. In the 

rates have been pushed up and up by 
organized labour. Average hourly 
earnings in manufacturing industry 
have risen, in three fairly clearly 
marked “rounds,” from 103 ccnts in  
1945 to 138 cents a t  the end of 1948. 
As each “round” of wage increases 
has been undcr discussion the same 
argunients haw been put forward: 
on the one hand, that increased 
wages would incan correspondingly 
increased consumer demand and 
therefore no ultimate diminution of 

rofits, and on the other hand that 
!&her wage costs would squeeze 
profirs out of the more competitivc 
markets and so lead tp laying-off ,of 
workers and consequent rop in  in- 
comes and purchasing power. 
Actually both of these arguments 
are too simple: it is necessary to 
remember that all wage incomes are 
not fully spent on consumption 
koods and that all business spending 
is not a mere reflection of the final 
demand for consumption goods. 

Exports Add to Demand 

Foreign trade also has its effect on 
the total demand expericnccd in thc 
American em loyment situation. 

cised by consumers and business 
men is directed to imported goods 
(and imported services which con- 
stitute “invisible imports”). Imports 
therefore represent a subtraction 
from the total pressure of demand. 
Exports, on the other hand, con- 
stitute an additional demand, arising 
not from American incomes but 
from foreign incomes, and they have. 
therefore, to be added to the 
American demand if we are to 
arrive at the total demand falling 
upon American resources. A 
balance of exports over imports is 
thus an “inflationary element.” 

state o r booming trade hourly wage 

Part of the tota P demand being cxer- 
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But the advent of Marshall Aid 

was not introducing a new in- 
flationary element, hut was provid- 
ing a means for maintaining the old 
one-the United States export sur- 
plus. As ~ o n g  as the Aid Programme 
remains in operation the United 
States has considerable protection 
against a catastrophic fall in ex ort 

that there is little chance that other 
countries will be able to dis ense 

to precipitate an American slump. 
Rather the position is that a. slump, 
originating elsewhere in the 
American economy, might endanger 
Marshall Aid politically and so cause 
a decline in exports to aggravate the 
depression. 

The Danfier Point8 
Looking over this analysis of total 

demand, it is ossihle to find many 
points at whicf: demand is likely to 
dwindle once :I slump has been 
startcd somewhere else. l l u t  if we 
look, not at these secofidary slump 
causes, hut a t  the points a t  which a 
slum might begin, we can find them 

sonal expenditure on durahle goods 
(including houses), business spending 
on inventories, and business spend- 
ing on fixed capital development 
(including huildings as well as 

volatile-in an one of them a fa r I plant). 

of five to IO billion dollars (in yearly 
rate.of spending) might come very 
easily, and two together of such 
order of magnitude would soon give 
rise to a slump in which the 60 mil- 
lion jobs of prosperity would shrink 
to 50 or even 40 millions. 

The danger in 1949.50 lies in the 
fact that all these volatile items have 
lately had one element in common: 
they have all been abnormally swol- 
len by the backlog of demand that 
is the legacy of war-time shortages. 

receipts. We may, I thiik, conc P ude 

with American goods so quick P y as 

main P y I think in these items: per- 

These items are all high1 

’ 
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In  buildings, in machines, in inven- 
tories, in homes, and in the durable 
equipment of homes, the most 
iirgent nccds have been met. the 
backlog has been made up. 

This is the danger that faces the 
American economy: the exhaustion 
of the “Reconversion Urge.” By and 
large, it is probable that the recon- 
version urge is nearing exhaustion 
and the seeds of depression are 
beginning to sprout. 

The fundamental instability is 
there, and in the American economic 
s stem there is grave dan er that 
dlpression, once start,$ will, 
through fallin incomes and falling 
employment, feed upon itself and 
develop into calamitous slump. 

Lastly, as a constituent of total 
demand, there is Government ex- 
penditure. “The Government“ in 
the United States now spends some 
42 billion dollars a year-nearly one- 
fifth of total national income. 
But we can say with assurancc that 
puhlic finance is unlikely nowadays 
itself to originate major downturns 
in trade. 

What hope is there that the 
economic politicians will be able to 
seize the controls and reverse the 
eneines before the collaose becomes 
ca&trophic? 

Hope lies in three directions. 
Twerity years ago the main reltance 
was placed on monetary policy,. and 
nowadays this remains .one hope, 
though in most quarters no great 
weight is attached to it. Secondly. 
there is fiscal policy-the manipula- 
tion of government revenue and ex- 
penditure so as to compensate the 
changes in the behaviour of private 
demand. Thirdly, there is the ‘lead 
which authoritative opinion should 
@ve to the huainess world on queh- 
tions of price and .wage policy. both 
of which can have profound effect on 
the course of, trade depression. 



Is This What Truman Meant? 
By JOSEPH and STEWART'ALSOP 

While the talks in  Washington wereproceeding, President Truman 
made a speech which caused these two well-known writers to p ing  
into the full light of day  what had hitherto only been hinted at. 

P m s m m r  Truman's speech to the 
American Legion in Phdadel hia 

atmosphere in which the crucial 
An lo American talks are being 
hed .  The vital four paragraphs 
toward the end of the speech, calling 
for Anglo-American co.operation 
and disclaiming any intention of 
interfering in the internal affairs of 
Britain, were written at  the Presi- 
dent's request by State-Department 
chief planner George Kennan. 

Behind these four simple and not 
very startling paragraphs lies a con- 
cept of the utmost importance. This 
concept has been agreed to by most 
of the chief licy-makers in the 

after a whole series of conversations 
at the highest level both here and 
abroad. It calls for the promotion of 
two great economic, olitical and 

all structure of the Atlantic Pact. 
One of these groupings would con. 

sist of the United States, Canada and 
Great Britain. The second grouping 
would include most of Western 
Europe. with France taking the lead, 
and with a final settlement between 
France and German forming the 
basis of a Continentar union. 

The dual concept springs from cer- 
tain extreme; imROrtanf con- 
clusions. The rst is t at there is no 
pr;tctical possibility. o f .  an effective 
union between Great Britain and the 
Continent, simply because the rea4 

has clearly altered the w i ole 

Government. p" t has been arrived at  

strategic groupings wit R. in the over- 

interests of the two, and especially 
of Britain and Germany, are 
mutually contradictory. The second 
conclusion is that Britain's real iu- 
terests lie in close collaboration with 
the Western Hemisphere, since it is 
only this which makes it possible for 
Britain to remain a great world 
power. Moreover, it is in the real 
interest of the United States that 
British world power, and thus the 
close Ane-Ameriyan strate ic part 
nership, maintained. A ckse-kni; 
Anglo-American-Canadian grou ing 
is the logical outcome of t E ese 
mutual interests. 

That this bold conce t has been 
fairly generally acceptei will mean 
at  least a far more creative approach 
to the forthcoming talks than had 
been anticipated. Of course, this 
does not mean that a way to over- 
come the British crisis is a t  all likely 
to be found in the next few weeks. 
Only such alliatives as fall within 

be undertaken. such as loans to the 
sterling area and stockpiling agree- 

the limits o P executive authority will 

. _ I  

nients- 
On the British side, Sir Stafford 

Cripps is r e y t e d  still firm1 
opposed to deva uation of the poupd: 
American officials will take no stand 
on the matter, simply because the 
United States cannot be sadd1,ed with 
responsibility for devaluation. But 
inogt.of the experts a ee that the 
gessure, of events w i l  F soon force 

ripps to change his mind. 



f Serious consideration is bein 
given to appointing a committee o 
distinguished men, like the Harri- 
man committee which did the spade- 
work for the Marshall Plan, to have 
a good, hard, public look at the 
economic disease which is attacking 
the whole Western world. This com- 
mittee would be instructed to con-. 
sider carefully some form of limited 
.4n@o-American-Canadian cconomic 
union, as well as a similar Contincn- 
tal union, and to come up with a set 
of practical but bold recoinmen- 
dations. 

This step would be useful, but the 
second step, which is receiving inore 
tentative consideration, would be 
even more interesting. This would 
he to establish combined Anglo- 
American political and economic 
staffs to arallel the existing strategic 
partnersRip in the Combined Chiefs 
of Staff, as roposed long ago in 
reports from London in this space. 

'l'he fact that the strategic partner- 

ship has long existed, while there has 
been no sbch intimate collaboration 
in the political and economic fields, 
has been a dangerous inner contra- 
diction in the whole Anglo- 
American relationship. The danger 
is now perfectly apparent, because 
the looining British bankruptcy 
threatens to break up the strategic 
partnership, with terrible conse- 
quences. 

I t  is at least encouraging that the 
American policy-makers are now 
facinj: up to this danger and con- 
sidering really bold measures to deal 
with it. But it would be a great deal 
more encouraging if these far- 
reaching measures were not being 
considered without the slightest con- 
sultation witb any of the leaders of 
Congress, Republican or Democratic. 
For if anything really decisive is to 
be done, it will depend on Congress 
in the end. And to ignore Congress 
is hardly the hest way to persuade 
Congress. 



Cripps-Architect of the 
Fourth British Empire ? 

An ingenious inferprelalion of rhe p o l  
to which the Cripps policy is leading. 

the subject of international 
trade and exchange rates can be 

made sim le only if it is over- 
diamatizcx let 11s state as though it 
were a fact what is still only a pos- 
sibility: The British are now putting 
together their Fourth Empire. The 
instrument of this empire would be 

’ the pound, or rather the pounds, 
since there are now almost as many 
dificrent , poends as there werc 
Ilcichsmarks under Dr. Schacht. It 
w o l d  depend on its members’ 
ntutual interest in high costs. 
guaranteed markets and uneconomic 
investments. It may never come to 
birth at all, but it is one of the major . 
altcrnntive policies before Britain 
to-day, and many signs oint to its 

rint exists, it is carried around by 
8ir Stafford Cripps, not indeed in his 
brief case, perhaps not even in his 
head, but in the austere glint of his 

The key question of British policy 
is whether Cripps really prefers 
bilateralism to risk. This question 
can no longer be asked about all the 
Europeans. as is shown b the Bel- 
gian , and French exampres. T h i s  
Continental resentment tempts some 
ECA and United States Treasury 
officials to contemplate a sort of anti- 
pound alliance of dollar and franc. 
Its urpose would be to force Sir 

such an alliance might forestall the 
Fourth British Empire. it might also 

bcing the likelier policy T f the blue- 

spectacles. 

Sta If ord to show his hand. But while 

bring certain other niore desirablc 
structures crashing down with it. 
The pound is a wondrous currency. 

The article goes .on to dcscribe 
Europe’s recovery and the change to 
a buyer’s market. Confidence can 
only be restored by structural 
changes in the economies behind the 
currencies. These structural changes 
do not require, even temporaril 
rcduction In the European stanr ard 
of living. although some of them in- 
volw the risk of this (e. the neccs- 

European standard of living to-day is 
curtailed by an enormous investmcnt 
boom; and in this lies the protection 
of the British standard of living 
against the structural changes that 
lie ahead. 

Full convertibility of the pound 
will not soon be ossible: but it is 
doubtful if the poicy of the “Fourth 
Empire” could be successful. The 
better course is still not a political 
division of empires, but an  economic 
division of labour among the eoples 
of the Western world-and tl!eir in- 
creasing political unity. On the 
American side, this means continua- 
tion of the reduction of tariffs: on 
the British side it calls for iving up 
a system of insulation an li defence 
mechanism. Now she faces, not 
annihilation (as in 1940). but oppor- 
tunity-the chance to live, breathe, 
and compete again in the. real 
world. The proper symbol for that 
is a rampant lion, 

T’ 
sity for mobility of la 9 our). Thc 



JOBS FOR THE ELDERLY Mr. A. G. 
B. Owen, chairman and joint managing 
director of Rubery, Owen and Co., 
Limited, has outlined P plan which r i l l  
give part-time work to the firm's aged 
employees at a factory attached to a Sons 
of Rest centre, on the company's sports 
ground nt Bentley. The firm felt that they 
ought to develop some scheme outside the 
factory by which the old people should be 
able to end their days still doing a useful 
job of worI( and, at the a m e  time, enjoy 
aocinl activities. The Sons of Rest centre 
is being attached to a workshop under the 
supervision of B warden. There will be no 
fixed hours. The employees will be paid 
n minimum wage an hour, and some sort of 
piece rate for any job. The  film will put 
light machinery in the workshop. Each of 
the old people r i l l  be assessed and jobs 
brouaht in to suit them. It is hoped that 
the scheme will be self-supporting. 

The Timer, August 16. ... 
INDIA'S DILEMMA Discussing the 
passibility of devaluation of the pound the 
Eartarn Economist (August 19th) takes the 
view that India stands to lose either way. 
If there is B sudden devaluation, the vulur of 
the sterling holdings is automatically senled 
down. If thcre is no devaluation and 
dollar imports are cut, higher prices for 
imports from within the sterling area will 
have to be paid, and the machinery and 
goods available elsewhere and urgently 
needed cannot he taken. ... 
DOLLARS FOR DUTCHMEN The 
Dutch Economics Minister promised on 
September 6 that exportfers to the U.S.A. 
and Canada should keep an allowance of 
ten per cent. of the net dollar proceeds they 
collect, and use the fund to buy goods and 
pay for such services abroad as ndver- 
tising and market research. ... 
W O O L  S A L E S  F L U C T U A T I O N S  
Particdam of the quantities and des- 
tinations of wool shipped from Australia 
during the past season have just been 
released by the Commonwealth Statistician 
and they reveal that the United Kingdom is 
still Austmlia'a best cwtomer by a very 

'ide margin. However, thcre has been a 
ignificnnt increase in the quantity and 
a h e  of wool purchased by European 

~ 

1048 
I<<'IXXI 
r.".b. 

,O,"IIV 
1.05: 

321 
19.015 
1U.357 
9.720 
W R O  m u  
t,55* 
1.113 

,,U0 

f .O. l> .  

07,075 
RIO 
,380 

14.237 
34.488 
3.602 

21.:%81 
4.700 
2.325 
7.YD7 

fxinni 

Sovlot Rtmh : 
Hnlllc & Nmthoro Pol& 

I'aclfle Coast Porta .,....... 
linlled Bilntos of Amerloi 23,301 18.642 
OtiLcr  reign rVurdriw ... 4,481 7.506 

rObi .......................... i t8 .01~ 1~5 .m6  

T o m  number or w w  ......, 2,621,570 B . ~ J O , ~ O D  

countries. especially France, Italy, Poland 
and Soviet Russia, whilst Japan has again 
become one of the lcading competitors. 
Sales to U.S.A. are down. 

Wool Letter, Nnfionnl 
Bonk of Aurfralario Lid., Augur 24. 

POINT COUNTERPOINT Led by the 
International Harvester Co., American 
manufacturers of agricultural implements 
have always maintained that they wel- 
comed sheep shears being on the free list. 
Since they did not fear any competition. 
British-made shears had B good sale in 
Montana and other sheep-raising areas, 
profiting by the fact that there was no 
tarlff. A customs official then decided 
that sheep shearing was not an agricultural 
but B surgical operation, and insisted on 
classifying shears BS surgical instruments, 
:which would have to'pay an extremely high 
advalmmt dum. This effectivelv checked 

~ _ _  

... 

their sale. 
Daily Telegraph, August 31. . . .. 

WORLD INCOME I N  1948 The  income 
of the world in 1948, BS estimated from 
preliminary calculations by the Sntisticnl 
Office of the United Nations, is about 531 
billion dallnn: 0ffi.d or semi-official 
estimit- of the national income of the 
various countries were used to arrive at this 
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total, while for countries where these decades." Total US. income payments 
estimates were not available, extrapolations in the post-war boom period 1946-1948 
of older series were made. The  largest expanded by 20 per cent. 
share of the world income, 240 billion Survey of Cunmt Brrinerr, DPpnrtment 
dollars (or 45 per cent.) is accruing to of Commerce, Washington, August 23. 
North America, and 140 billion dollars ... 
(or 26 per cent.) to Europe, excluding the CHEMlST ON COAL Coal is poten- 
U.S.S.R. In the absence of any official tially our chief indigenous source of 
dataon thenntional incomeof the U.S.S.R., organic chemicals. A higher margin of 
experts have estimated it at about 52 profit on chemical products than on coal is 
billion dollars, or slightly below 10 per necessary, but there is evidence that that 
cent. of the world income. Asia, with 58 will be available. The miner is paid 33/- 
billion dollars, is wcll above Africa, South for a shift in which he produces 52!- worth 
and Central America, and Oceania. of coal, whereas the chemical worker in the 

U.N. Bulletin, LokeSuccerr, August 1. same period for the same wage produces 
E50 worth or more of finished products. 

U.S. PER-CAPITA INCOME Per capita Although nw material costs and capital 
income in the United States increased costs are high in the chemical industry, 
seven per cent. from the 1947 average of the evidence is that the margin of profit also 
1,319 dollars to an average 1,410 dollars in is high. Moreover, fine coal, millions of 
1948. The 1948 total of income received tons of which are at present discarded every 
by individuals was 8206,000 million, an all- 'year, would be perfectly suitable for 
time record dollar volume. These income chemical treatment. If a million tons of 
figures comprise not only wages and coal could be used to produce certain 
salaries, but current income received by materials, the price of coal fuel might be 
individuals from all 80urces. Although the reduced. If success attended such a policy, 
per capita income level varies consider- then chemical derivatives rather than raw 
ably between different regions of the coal should be exported. 
country, these differences I' have been Dr. I .  G. C. Dryden, 
narrowed appreciably over the past two British Association, Segfernbn 5 .  

... 

... 
SALIENT FIGURES OF THE MONTH 

June ; all other figures refer to July. 
Latest Increase (-) or De- 
Month crese (-) on a ~~ 

Month'  'Year 
MANPOWER AB; Ago 

Coal industry (on colliery books) . . . . do. 721 - 1 - 4  

Total manufacturing industries . . . . (thousands) ,8252 - -143 
Cotton spinning and weaving . . . . do. 323.1 - 0.1 - 14.2 

Registered unemployed (Great Britain) . . do. 243.0 - 20.6 - 39.2 
PRODUCTION 
Index of production (all industries) . . ( 1 9 4 6 ~ 1 0 0 )  8129 - 5 - 6 
Coal (avenge weekly output) (thousand tons) 3651 4 3 2  -125 
Steel ingots and castings (do.) . . .. do. 244 - 57 - 12 
Pasengem cars (do.). . . . .. . .. (thousands) 6.38 - 1.69 - 0.61 
Permanent houses completed . . . . do. 14.56 - 1.47 - 4.21 
TRADE 
Value of imports . . . . . . . . (E  millions) 186.4 - 15.3 - 0.8 
Value of exports . . .. .. .. do. 141.7 - 1.4 - 4.0 
Volume of exports . . . . . . . . (1938-100) 143 - 3.2 - 4.8 
Retail mles . . . . .. .. . . (1947=100) 124 Same - 1 0  ~~ 

FINANCE 
Currency in circulation with public . . (E  milli&) 1273 - 12 - 15 
Deposits in London Clearing Banks . . do. 5973 - 52 - '64 
Provincial cheque elenrings (a". working day do. 6.20 - 0.60 - 0.64 
WAGES AND PRICES 
Weekly.wage rates . . . . ' (30th June, 19471100) 109 Same - 3 '  
Retail prices . . . . :. (17thJune, 1947=100) 111 Same - 3 
Wholesale orices. Total _ _ .. . . (193R=100) 225.6 - 2.9 - &Q .. I .~ ~~ ~~ 

ImportpAces ' .. .. .. . . do. 113 - 2 - 2 
Export prices . . .. .. . . do. 113 Same - 3 

Bwinm-Jmrmol of i%naymenl in Indu.(w. 0 ~ , 1 0 4 9 .  



Science can 
Feed the World 

Facts from Sir JOHN RUSSELL’S presidential address CO h e  
British Associalion, indicae that the whole world could enjoy a 

dietary sfandard equal to that of Britain in  1939. 

PRESENT population of the world is lion acres out of 460 million acres of 
z,300,000,000, increasing by good arahle land have suffered from 

erosion. So has half the wheatland zo.wo,ocm a year. of Australia as well as great areas of That means an average addition of Africa, Asia and elsewhere, 
Although 500,000 acres of land two every three seconds, day and 

night, year after year, and that were reclaimed in Britain between may become three or more as science 1939 and 194j the net loss of land advances, social services improve and crops and grass was 438,954 international organizations become and the area of rough grazing fully operative. 
About 1 1 , 0 0 0  million acres of the B~ r ore the war about 60v000 trac. 

world arc climatically suited to crop and ago,,,,,, horses were in 
growth. British agriculture. In 1948 there 

Of this area only 3,000 to 42- mil- were over ~60,000 tractors, ranging 
lion acres are used-7 to IO per cent. from 12 
of the world‘s land surface-for both than zoo,Mo. Our farms had, thus, 
food and industrial crops. 1% million horse-power equivalents, 

The food roduction area repre- compared with the pre-war S S g , m ,  

per head, which, at British During the war the output per 
would give the equivalent of Jritish man-year in British agriculture rose 
pre-war dietar standard-much less about Io to 15 er cent. 

s stem can feed four to five eople. 

to zo persons. 

fell b I+~W,OO~ acres. 

40.h.p,, a gain of 

sents a aorl J average of ‘ 1% acres a gain of 68 per cent. 

would suffice ! or a vegetarian. 

ields, 

A food pro B ucer under the old 

d n  modern systems he can P eed 15 
But the area “climatically suited“ 

In the United States some 330 mil- 
is about five acres per head. 

F m  l k  N w  Chrmidc. Sept. 1,1010. 

-:-- 

New Hope for British Empire 
The first annual report of the Colonial Development Corporation draws 

sttention to the close link between the objective of reducing the dollar deficit and 
that of raising living standards in the colonies, and it is suggested that one 
method of reducing the colonial deficits might be to increase the production of 
food in the area as a whole. Africa, the Board believes. is the most promising 
field for large-scale development, but by increased production of goods both 
for the local market and for export rather than by large-scale investment. 
which would increase the inflation from which many territories am already 
suffering. 

4 1 t  



Revolution 
Needed in 

British Farming 
A n  agricultural revolution was a b j -  
product of the eighteenth century. Now 
another revolution i s  needed to maintain 
profits and yet  reduce costs. 
The author of this article is a 
Cambridgeshire farmer and an eminent 
agricultural economist. 

ORFOLK four-course rotation sur- 
vived throughout a large part of 

England in unchanged form for 
more than a hundred ears because 

tifically sound. The wheat shift pro- 
vided the country with the food it 
needed and the farmer with cash for 
carrying on his business. This was 
followcrl by roots which not only 
allowed the land to be rested and 
cleaned but supplied Winter fodder 
for cattle. The cattle served the dual 
purpose of bringing in cash from 
sales either of meat or milk, and of 
maintaining the fertility of the land 
by converting straw into dung. I n  
the third year there was a further 
corn crop-usually oats or barley- 
some of which were retained on the 
farm for fodder and some sold, thus 
bringing in more cash; while i? the 
fourth year was grown a leguminous 

lant such as clover to provide ha 
for more Winter fodder and enric 
the soil by fixing nitrogen from the 
air. 

Thus half the arable acreagc of the 
farm was always in a crop that 
brought in a cash return, and the 
other half was growing something 
which could readily be converted 

it was both economica r ly and scien- 

’ 

, 

2 

F r m  bb M r ,  

By H. D. WALSTON 

into cash. At the same time the soil 
ci~uld be kept clean and its fertility 
maintained, and the risk of disease 
was minimized by never growing the 
same crop on the same land more 
than once in four years. By degrees 
this pleasant state of affairs altered 
until before the war no farmer could 
stick to the Norfolk four-course 
rotation and keep out of the Bank- 
riiptcy Court. Cheap imported feed- 
ing-stuffs, made it uneconomical for 
him to grow his own fodder. and 
foreign competition was snch that he 
was unable to roduce beef and mnt- 
ton at a pro& even where there 
were profits from the production of 
wheat and barley these were not 
enough to carry the losses on the 
other 50 per cent. of the farm. This 
led to a modification of the arable 
rotation, but even tp-day most far- 
mers still adhere to the general prin- 
ciples of the Norfolk rotation, while 
greatly increasing the pro rtion of 
corn to roots and seeds. G l  ere are 
two dangers in this course; one is 
the economic danger that the profits 
fiom corn-growing may drop to snch 
an extent that they cannot carry the 
losses on even a small proportion of 
the rest of the farm, while the other 
AvpWl12.1849 . 

I! 
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is that such a high proportion will 
have to be grown that the fertility ot 
the soil suffers and the chance of 
disease increases. So long as we 
adhere, in no matter how modified a 
form, to the Norfolk rotation, we are 
putting 'upon our cash crops what 
wIll eventually prove to be the in. 
supportable burden of carrying the 
losses on unprofitable crops. 

Take, for instance, tlie case of an 
arable farm of zoo acres with GO per 
ccnt. under seeds; 120 actes of corn 
will, let us assume, show a net rofit 
of ,&io an acre or ,&1,2w. O f t  R e 40 
acres of roots, half will be sugar-beet 
or potatoes, which should provide a 
pr+it of k.15 an acre or ,&500, 
while the other half will be 
inangolds or kale for the cattle, 
which may well show a loss. even 
after chargin a substantial sum to 

,&IO an acre or ,&zoo. The 40 ;icres of 
seeds for hay may easily lose ,&5 an 
acre or another D m i ,  while tlie 40 
hilllocks yarded during the Winter 
frequently lose as much as Eio a 
head. Thus the ,&I,~oo profit obtained 
from the corn and the sugar-het is 
whittled down to E9m when losses 
from other crops are set against it. 
If the costs of growing the corn were 
reduced by IO per cent. (and it is no 
mean feat to attain an increase in 
efficiency sufficient to bring about 
such a reduction) the net profit 
would only rise by Ezm, with the 
price of corn remaining constant; 
and in the Ion6 run it is unlikely that 

increase in costs of production 

in prices. 
If, on the other hand, a system of 

farming were develo ed whereby 

which at present show a loss were to 
make even a modest rofit of Lz per 
acre and 162 per heal,  with to-day's 
margins the farmer would make a 

rhe cattle wio P consume them, of 

wi ""7 1 do mnre than offset the decline 

the 60 acres and the 40 ! ead of cattle 

profit of lr,9m in place of ,&goo. Put 
another way, tlie price of corn could 
he reduced so as to show a net profit 
of ,&5 per acre at present-day prices 

of sugar-beet so as to show ,&io an 
acre (a reduction of over 25 per cent. 
a t  present prices) and the farmer 
would still have a net profit of Li,mo 
a year or a year more than he 
does at present. 

While a reduction in costs and an 
increase in output is certainly a thing 
to aim at, it would be inisleadin to 
think that the farmers' difficukies 
will be over when this goal has heen 
attained. What is needed to-day, if 
agricultural costs are to be sig- 
nificantly reduced, is a second agri- 
cultural revolution comparable tn 
that of the eighteenth century. 
whereby every piece of cultivated 
land produces either a crop which 
the farmer can sell for cash, or one 
which he can process on his own 
farm at a profit. At the sanie t h e  
he must grow a sufficient variety of 
crops to maintain fertility and do 
away with the risk of disease. 

Successful Rotation 
This may seem a tall order, hut if 

one travels round the countrysidr 
today, one can find areas where such 
a rotation has already been evolved 
by progressive farmers. In North 
Norfolk. for instance, the rotation is 
based on corn and root cro s for sale 

brussel sprouts. In the rich land of 
South Lincolnshire and the Fens, 
carrots, celery and seed mustard, in 
addition to sugar-beet, potatoes and 
corn, make it possible to vary crops 
and clean the soil and at the same 
time to earn mone with everything 
that is grown. B n the Wiltshire 
Downs. a change from profitable 
barley and wheat is obtained by leys 
which, if sown with pedigree grass 
seeds, yield a cash harvest of seed 

a reduction of a 6 out 20 per cent.) and 

-potatoes, sugar-beet. cab E ages and 
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as well as grazing for milking-cows, 
while the Place of the roof crop is 

cheap h in t e r  fodder for milking- 
cows and equally profitable sheep, 
which for a lar e part of the year 
graze on dowilfand which is not 

too many people started to grow 
them the price would drop and the 

general application must he found, 
there is no need to 60 further 

than those which made the Norfolk 

taken b rape or kale, which provide profit would go, crops of 

rotation the success it was-crops 
suitable for fodder. By improved 

fertilizers the yield of grasses and 
winter fodder crops can be in- 
creased; by better mechanization 
costs of harvesting can be reduced, 
and by modern methods of conser- 

methods of cultivation and use of 
in the 

grows the hest crops, hut he who has vation-silage for home consump- 
been able to work out a rotation tion and drying for sale-winter 
which brings in a cash return from feed for our cattle can he produced 
the greatest number of acres on his at costs which are competitive with 
farm. those of overseas. Thus the Norfolk 

The lead of these few successful rotation will be succeeded by another 
peo le cannot be followed blindly by farming system equally adaptable to 
all farmers; milch of their siiccess is local needs and equally sound, scien- 
due to the fact that there are only a tifically and economically, as its pre- 
few of them. In  examples that have decessor in its day-a system which 
been given-the brussels sprouts of in its turn will he eventually ahan- 
North Norfolk, the celery of South donerl when economic circumstances 
Lincolnshire and the rass seeds of make it necessary and scientific 
Wiltshire-the demancfis limited. If knowledge makes it possible. 

-_._ -.-.- 

End of Steel Shortage. 

In  producing a new high record tonnage of raw steel in the first six months of 
1949, the steel industry finally brought to an end the critical post-war shortage 
of this basic commodity and according to industry spokesmen proved that existing 
steel facilities are more than adequate to fill the nation's needs in the future. It is 
estimnted that steel production in the first half of the current year amounted to 
46,200,000 ne< tons of ingots and steel for castings, compared with 43,118,043 
tons in the similar period of 1948 and with 45,522,427 in .the second half of last 
year, the previous six-month productive peak. Because of declining demand, 
the steel industry's operating rate i s  in substantial eclipse at  the present t h e .  
It was down to 79.9 per cent. last week and may very well be under 70 per cent. 
this week The  really significant fact, however, is that the industry did not run at  
full capacity in the fust halfof 194941 did not have to-and yet it produced more 
than enough steel 10 satisfy domestic requirements.-Nieo York Times, J d y  3. 
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Progress Report on the 
International Trade Organisation 

The need for effective internotiorto1 action. 

r  ERE is today an urgent, crying 
need for an organization of 

governments capable of grappling 
with the major problems of inter- 
national trade-bilateral deals and 
blocked payments, quota restrictions 
and licences, tariff bargaining and 
discrimination. The International 
lMonetary Fund has been operating 
in the sphere of currency and ex- 
chanFe control. But the delay in the 
creation of its sister organization 
leaves an unfortunate gap in the 
closely related realms of commerce. 

The contracting parties to the 
General Agreement on Tariffs and 
Trade are not an organization. They 
have no staff or equipment of their 
own. Yet with the assistance of the 
Interim Commission for the Inter- 
national Trade Organization they 
have devised methods and pro- 
cedures for dealing with many trade 
problems which one day will be 
among the responsibilities of the 
ITO. 

The  General Agreement is by no 
means a substitute for the Havana 
Charter for the ITO. But the con- 
tracting parties, which include the 
important trading nations and carry 
on some 80 per cent. of world trade, 
have assumed extensive obligations 
in their relations to one another. 

The General Agreement on Tariffs 
and Trade (GATT) is an inter- 
national trade agreement. It has 
been accepted by 23 countries and 
has been in operation since January, 

The final negotiations were con- 
1918. 

ducted in Genera, beginlling in 
April, 1947. by the a3 countries who 
have become the contracting parties; 
123 negotiations were completed in 
seven months. A second round of 
negotiations took place in Annecy 
from April to Septemba, 1949; the 
contracting parties and I I  other 
signatories of the Final Act of 
Havana participated. About 150 new 
tariff agreements were concluded. 

The Key Provision 

The key provision of the General 
Agreement IS the guarantee of most- 
favoured nation treatment in inter- 
national trade. The contracting 
parties have agreed not to increase 
or grant new preferences. The for- 
mation of larger trading units, such 
as customs unions and free trade 
areas which promote world .trade are 
permitted by the Agreement. 
Among the contracting parties there 
arc two groups of countries which 
have formed customs unions since 
the war, namely: Belgium, Luxem- 
bourg and the Netherlands, and 
Lebanon and Syria. Another union 
is in the process of formation by 
South Africa and Southern Rhodesia. 
As regards discrimination in exports. 
the contention of Czechoslovakia 
that the United States violated the 
Agreement by its control of exports 
of war materials, was rejected. Agree- 
ment has been reached by India and 
Pakistan on the rebate of excise 
duties on exports to each other. 

-mtliwd on p q c  OBS. 



SUGAR 
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Increasinfi Empire production has arriucd at rhe 
poinr where it is urfieni rhai a policy be evolved to 

rake care of " surplus" sugar. 

Expanding Production of Sugur . . . . 

i'm P i a n n d d  n n r r ,  Juju 23, I840 

may lead to a surplus. . . 

ONSUMPTION of refined sugar in 
Britain is some ~ , o o o , o ~  tons. 

Of this amount rather more than 
j o o , ~ ~  tons is provided by home- 
grown het: Commonwealth coun- 
tries provide nearly 1,500,000 tons, of 
which a pro ortion will go to Canada 
under prcklrcntial tariff arran e 
inents and earn dollars. Actual dol Y -  ar 
purchascs of s u p  arc estimated at 
~ , o o o  millions tons for U.K. con- 
sumption. 

It is not generally realized that 
pychasers in the dollar arca pro- 
vide the raw miterial for the 
valuable cxport trade in refined 
s u g x  to hard currency areas. Ex- 
ports in 1948 exceeded 500,ooo tons, 
more than double the 1947 figure. 

Empire supplies of sugar are 
recovering their pre-war flow as the 
table to the right shows. 

Expansion of, production in the 
West Indies has been remarkable, 

.and in this and other areas has not 

yet reached its maximum potential, 
with Britain guaranteeing an 
assured market until the end of 195% 
There is sonic dissatisfaction aboiit 
prices and a wish for longer-term 
purchasing guarantees. 

Another point not genmally 
realized is how hrge a proporuon of 
sugar goes to industry. In 1948 the 
amount was 825.000 tons, mainly for 
chocolate and sugar confectionery, 

'OOO tans Raw Value 
I 

preserves, biscuits, cakes and flour 
confectionery. and syrup and treacle, 
in that order of importance. 
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Kingdom and Canada on the extent 
to which they are prepared to sup- 
port the cane growing units of the 
Commonwealth through a possible 
period of intense pressure from mar- 
ketless surplus sugar from Cuba, the 
Dominican Republic and elsewhere. 

Agreement will also he necessary e x k i n g  product'ion by replacing 
between Dominion and Colonial pro- worn-out or obsolete plant-is a very 
ducers on their respective production heavy capital charge which, together 
targets and what constitutes a '  .with much higher wages and operat- 
reasonably remunerative price for ing costs, would quickly bring the 
export sugar. To secure such agree- industry to ruin if it were again ex- 
inent it will be essential to forget po:ed to the conditions that pre- 
past hickerings and approach' the vailed between the wars. 

i'mn Use T i m  Rm'am o/Indwfn. Auoyzl i .i04D, m m .  ' 

A R  639 
pro4lcm in a rcaliscic spirit, with no 
section opening its mouth too widely. 
It must he recognized, too, by the 

eople and Government of the 
fJnited Kingdom chat the cost of the 
machinery and equipment required 
to secure a n  expanded output of 
s u ~ a r - o r  for that matter to maintain 

. . . and a demand for guaranteed markets 

PRESUAIABLY Britain's trading plans 
must take the form of arrangc- 

iiients for tlie purchase of Britain's 
import requirements fioin countries 
which are prepared to accept pay- 
ment i n  terms of relatively high cost 
sterling exports. Foremost among 
the areas in this category stands the 
colonial Empire. Take one aspect of 
England's dollar import problem- 
sugar. The undersigned, members 
of a d e  utation from the British 
\\'est ~niian'sugar industry, are liere 
to point out that :I considerable 
dollar-saving expmsion i n  sugar pro- 
duction can be achieved in the 
British West Indies and British 
Cuiann provided that there is an 
assured outlet for our product on 
rcasonable terms. W e  are em 1ha.iiz 
ing that thc investment of a !ur& 
large sum of capital in plant and 
machinery wo11kl make it possible 
for the British West Indies to pro- 
duce in the region of 40o,ooo tons of 
additional sterling sugar, but that 

Fmm TAr Time. 

such major investment will not take 
place in the absence of a long term 
marketing policy for colonial sugar. 

In view of the dependence of the 
British West Indian colonies upon 
tlie sugar crop, the granting or other- 
wise of a guaranteed market at  an 
equitable price. for colonial su ar is 
now regarded in the British &rib- 
bean as the acid test of Britain's 
future intention towards the colonial 
peoples. We wonder if the British 
public is aware of the bitterness cn- 
gendercd in the colonies when ir is 
seen that colonial policy is dealt with 
in this country on party lines, and 
that the. face of tens of millions of 
colonial subjccts of the Crown can 
turn upon the outcome of a General 
Elcction in which they exercise no 
vores. 

14. A. CUKE '(Barbados). C. M. 
I ~ C L E S  (British Guiana), R. L..M. 
KIRKWOOD (Jamaica). H. E. 
Rooissos (Trinidad) 

. 

Vrl"g"t1, I0,U. 



Compulsion, Incentive 
or Unselfishness ? 

SOME PROBLEMS OF THE WELFARE STATE. 

By Sir ALEXANDER GRAY. 

H U ~ E  are, I think, three ways in cise of these powers of compulsion. 
which we may manage to live The power of the Government to 

together in the complete Welfare give is for ever limited by what the 
State: or perhaps it would be better people themselves produce. 
10 that there are three PIe- In this matter I am inclined to 
liminary conditions, One Of carry my pessimism still further. It 
which If satisfied, would enable US is he and hackneyed of 

Dlatitiides that riehts must for ever to do the trick. 

Compulsion 
The first is that of relying on a 

degree of compulsion vastly greater 
than we have yet had the courage 
or the honesty to admit may be 
necessary. A State cannot undertake 
to provide from under the counter 
whatever any one may need unless 
simultaneous1 it sees that someone 

required for the purpose. The State 
cannot promise every school child a 
glass of milk at I I o'clock, unless it 
has directly or indirectly the corres- 
ponding number of cows standing at 
cornmand. 

It ought to he fairly obvious that 
the State cannot guarantee everyone 
against want, unless it reserves the 
right, if need arises, to take anyone 
forcibly and pack him off to Caith- 
ness or Cornwall to do whatever re- 
quires being done there. And sooner 
or later the time may, probably will, 
come when it will have to realize 
that it must not he too mealy- 
mouthed or timorous about the exer- 

is putting un Y er the counter what is 

~ n n n  (I" m i d m  io ihe nriiirh AUC&I~W 
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be accompanied by duties; but, 
though we invariably pay lip-service 
to the well-worn dictum, in fact our 
eyes in these days are morbidly fixed 
on our rights, whereas our duties 
after a vague and perfunctory wave 
of the hand in their direction are 
allowed to fade into the background. 
In the economic field a right is some- 
thing that you get from someone 
else, whereas a dut is what we do 
for one another. l n d  a society iu 
which each member concentrates on 
getting rather than on giving has 
lost the roots of its stability. 

Incentive 

But if, disliking the idea of a world 
resting on compulsion, you ask for 
an alternative which will preserve 
our free society, you might consider 
what can he done towards a solution 
of the age-long question of incwtive. 
In some ways this is the most ..rgent 
of all our industrial problems, for 
never since the finest trumpetings of 
the mercantilists has the clarion-call 

, N m a l r m - T y n r .  Srpurnte 2% 101% 
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to work sounded so insistently as 
to-day. 

It remains regrettably true that the 
only effective incentives are of a 
material character, with an appeal 
to the individualistic and com- 
petitive instincts of mankind which 
we arc supposed to he eradicating. 
You may ring the changes on higher 
rates of pay and ingenious bonus 

ayments; you may bring in shorter 
[ours; but ou are still moving on 

one way or another to the desire of 
gain and comfort. Precisely because 
we are moving into a better world, 
this problem of incentive must 
become more difficult: it may in-. 
deed turn out to be the acid test of 
the stability of our future economy. 

If there is a danger that certain 
essential tasks may remain undone 
because no one is willing to under- 
take them, the State, even if pro- 
fessedly shunning compulsion, would 
have to  devise means of coercion. 
And so, by another route, you are 
brought back to compulsion, which 
we have already considered. 

Unselfishness ? 
The third course is to enrol your- 

self frankly amon the followers of 
Lenin and wait in faith for the emer- 
ge?ce of the better man; for the 
universal prevalence of a higher 
order of morality than that now to 
be found among us; when in conse- 
quence the worker will no longer 
(the words are Lenin’s) “calculate 
with the shrewdness of a Shylock 

the materia 7 plane and appealing in 
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whether he has worked half-an-hour 
more than another, whether he is not 
getting less pay than another”; when 
“the necessity of observing the 
simple fundamental rules of human 
intercourse will become a habit.” 
Admittedly this is a long term policy 
and a long term ho e and ostulates, 
in the words of Lenin; ‘a person 
unlike the present man-m-the- 
street.” 

Perhaps in the end there is a 
conclusion, though it is not an 
economic one. It is that, before we 
can be trusted to live in the New 
Jerusalem, we must first of all be fit 
to walk the streets of the New 
Jerusalem. Despite all su erlicial 
appearances, the New Woxd into 
which we are moving is not going to 
be a world which will make every- 
thing easy for everybody by giving 
everybody everything. If it is to 
work, it will be a world which will 
make vast1 greater demands on 
everyone. P t will . demand that most 
difficult of all things to attain, that 
plant of ver slow growth, a higher 
standard 01 public and private 
morality in all things, and in par- 
ticular the suppression of self. For 
Socialism is parading under a false 
name, unless it means an order of 
things in which we forget ourselves 
in our zeal for the good of societ 
and of our fellows, and in whici 
speculation as to our place in the 
queue is the last thought that occurs 
to us. And it is not I but Lenin who 
says so. 

=- 

Practical Export Goals 
There are two minimum p o d s  which British industry ought to set for itself 

and begin right now to achieve. 1 .  T o  increase by at least five times the 
number of British firms energetically engaged in selling to the dollar market. 
2. T o  treble the total volume of British dollar exdotts, raising it from $600 
million to one billion, eight hundred million. These are practical goals. 

PGU/ H o f f m n ,  Chief of E.C.A. 



How to Save S84,000,000 
on the Health Services 

By Si RONALD DAVISON 

These proposals would also spied up treatment 

HE National Health Service is the 
new and cons icuous source of 

spending on the ome front. Re- 
member that the original official 
estimate for 1948-49 was under Lr5o 
million. Then note some of the 
figures in the Civil Estimates for 
1949.50: 
Estimated costs of N.H.S. (England, 

Wales and Scotland) 1949-50. 
Total ... _.. ,.. k35z million 
Costs of’klospitals. etc.. kc’w million 

Of this total of L35z million, hos- 
pitals and specialists and related ser- 
riccs account for  not less than L194 
million. Why not, therefore. adopt 
an amendment which would be good 
in itself and save between L30 and 
L40 milliou? Why not abandon the 
lavish offer of free bed and bonrd, 
keeping only the free nledical ser- 
vices? Why not make a char e Cor 
L ~ I C K  kinds of “free” materia? pro- 
vision, such as drugs and appliances, 
spcctaclcs and  dentures? These Iat- 
tcr items now account for nearly L6a 
inillion per year. Thc financial con- 
trols and hudgeting machinery of 
the service also need attention. To 
assitme a standard weekly charge of 
two guineas per week for “hotcl ex- 
penscs” (Bcveridge’s wort-Is) rvould 
still be quite consistent with the free 
rnedicnl services. Abatements of 
that charge and assessments accord- 
ing to necd by experienced almoners 
would be a basic feature of this plan. 

Re it noted that Revcridge, in his 

fl 
T historic report, never contemplated 

free “hotel expenses.” “It may be 
expedient,” .he wrote, “to make a 
charge, if on1 to avoid making it 
profitable to the patient to stay on 
in hospital when he could go home.” 
The bearin of this remark on to- 

of %ids needs no emphasis. The ood 
nioral effect of a charge wou K d. I 
believe. speed up treatment and 
reduce the queue. T o  that extent it 
would do much more good than thc 
new special tax threatened vaguely 
by the Chancellor of the Exchequer. 
It would also, surely, bc more logical 
than the new regulations cutting 
down the National Insurance bene- 
fits o f ,  hospital patients after eight 
weeks’ stay. None the less these 
amenl-led regulations have a special 
inturest in proving that no one in 
authority feels heppy ahout a system 
of sick benefits (26s. single and 42s. 
married per week) normally intended 
to meet ii man’s maintenance cx- 
penses-expenses of which he is 
promptly relieve?’ in hospital hy the 
N.H.S. throwing in free bed and 
board. Act.ually the pnyinent of cash 
benefits iindcr insurance rights 
should have nothing to do with this 
question. Norinally the cash hene- 
ficiarics should pay hotel expenses 
like everybody else. Many house- 
holds throughout the land, receiving 
no benefits at all, could still pay a 
modest weekly tariff for their patient 
throughout his (or her) stay in hos- 

(la ’5 need B or a more rapid turnover 
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pitd,  whereas some o!hcrs could not vision in kind." a n d  allowin for 25 
pay ?.penny even though they were pcr cent. abatements, a iota B s a h g  
receiving benefit. of L337 inillion should result from 

If, therefore, the N.H.S. aurhori- "hotel expenses," together with an  
ties were instructed to re-institute cven larger saving of L47 million on 
the .practices prevailing before 1948 drugs and ap  lidnces. L84 million is 
of charging for innst forms of "pro- not a ncgligi!le' sutii. 

=-:= 

Mr. W. SMITHSON, Industrialist, Birmingham 
Would not a verv great incentive to manufacturers be provided if profits on 

expons were taxed at a much lower rate than profits on manufactured goods 
for.homc d e  and employed in indirect exports ? Employers would then be 
encouraged to lower prices and explore markets in which they know they 
cannnt compete at present.-Tlte Times (Letfer), Srptem6rr 14. 

Mr. LESLIE GAMAGE, President of Instihlte of Exporters 
Is not every nation thinking t~ much of exports and tno little of imports ? 

All sellers and few buyers will never get world trade going again.-Oxford, 
Seprember 13. 

Brigadier G e n e n l  HAROLD R. HARRIS, US. Airline Executive 

markets by 1952 or 1953. 
them right in our own market at home a year or two later. 
serious one.-Fornbmou#lz. Hants., Senfembn 9. 

Operationally and financially these new British aircraft will hove their world 
And there is an excellent chance that they will find 

The threat is B 

Mr. WALTER SCHEVENELS. E.R.P. T m d e  Union Advisory Committee 
Any honest student ,br objective witness of the European economies would 

estimate the volume of employment directly imputable to Marshall Aid at 10 
to 12 millions, or, if the observer were very Cautious, at 6 to 7 millions.- 
Message IO American Workns. Srprmiber 5. 

Mr. EUGENE BLACK, President of the World Bank 
Many countries cannot now afford ambitious programmes of social services 

without either reducing their living standards in other respects, or cutting back 
their productive investmenu designed to make possible B better standard of 
living in the future.-Worhingfon, Seprem6er 13. 

Mr. JOHN ABBlNK, US. Delegate 
The countries which nre most eagerly seeking outside assistance for economic 

development are tho*= which stress manufacturing as the activity which they wish 
to promote. Yet few of these countries are ready for the degree of indus- 
trialisation to which they seem to mpire. T o  undertake industrialisation at the 
risk of hungry stomachs, or in the face of rising imports of food staples readily 
produced locally, would be uneconomic development.-+mfcrencc mt Conrm'nz 
Re*arrre*, Loke Sucres, Augwt 29. 

Prraident TRUMAN 
We Cannot succeed in creating a sound and expanding world eu)nomy unlns  

we keep everlastingly at it.-Philadelphia, A w l  29. 



Concealed Reserves: f 723,000,000. 

How National Insurance Funds 
Are Really Being Used 

By ALAN T. PEACOCK 

HE financial administration of 
the National Insurance Funds 

is governed by the National In- 
sur;lnce Act, 1946. The National 
Insurance Fund is the working 
balance of the scheme. But the.Act 
created in addition a National In- 
surance (Reserve) Fund, into ‘which 
13 se arate funds created b earlier 

of the assets are not yet available 
but the total of securities held by the 
Health Insurance Funds and the 
Unemployment Fund on July 4,1948, 
amounted to approximately 1723 
million, as shown In the table below. 

During the war, the larger excess 
of contributions paid in over benefits 
paid out was in effect a form of com- 
pulsory saving for the lower income 
groups. As the result of the accurnu- 
lations. there were considerable 
changes not only in the maenitude 
of the investments, hut also in their 
distribution. There seems little 
doubt that the surpluses were used 
to underwrite issues of War Bonds 
and other short-dated issues. More 
controversial was investment in long- 

Acts R ave been merged. F u  r 1 figures 

I 

dated Stock such as 2% per cent. 
“Daltons” at a time when it was 
apparent that Considerable capital 
losses were to he incurred. 

The reserve policy of a compre- 
hensive national insurance scheme 
cannot he modelled on that of an in- 
dividual insurance company for a 
number of reasons. “In private in- 
surance it is possible to adjust in- 
dividual premiums to individual 
risks, but in social insurance con- 
siderations of q u i t  demand that it 

benefits irres ective of the risks in- 

which are related lo  a subsistence 
standard of living, while the average 

remium paid by the insured person 
gas to be supplemented by em- 
plo CIS’ contributions in most cases 
a n 2  by an Exchequer Supplement. 
Under such circumstances, national 
insurance’ ceases to be insurance at 
all and, as Dr. Hicks’ has put it, ‘the 
insurance element in National In- 
surance is, and always has been, a 
little bogus . . .’ So long as it is com- 
pulsory and there is no adjustment 

is necessary not on r y to standardize 

volved hut a P so to provide benefits 

I 
- 

I (L m.) 
1935 1937 1939 1942 1945 1948 

I - I  

Funds _, . ._ . .__ , .  122 125 131 146 173 172 I (0) Unemployment Fund 23 63.5 62 158 372 
( 6 )  H e a l t h  Insurance I 



of premiums to risk, it is, in fact, a 
social service financed from three 
separate sources-a direct tax on em- 
ployees and self-em loyed persons in 
the nature of a poly-tax, an indirect 
tax on employers and general taxa- 
tion. Thus so long as the rate ,of 
accumulation of the funds is de n 
dent upon taxation, the type orre:  
serve policy introduced must hare 
important repercussions on the 
financial structure’of this country.“ 

The Treasury has power to direct 
that contributions can be varied with 
a view to maintainin a stable level 

that over a short ‘period and in a 
situation where there was only a 
moderate rise in the unemployment 
percentage. the fall in receipts due 
to the cut in contribution rates and 
the increase in expenditure due to 
unemployment benefit payments 
could probably be met out of the 
working balance and the Reserve 
Fund would remain intact. 

“On the other hand, if a more 
ambitious kind of contra-cyclical 
finance is envisaged, involving the 
subsidizing of consumption over a 
period of years, then presumably the 
Reserve Fund would be called upon 
to finance the scheme. But here a 
,articular dificulty is encountered. 

h i e  unloadin of securities on the 

providing cash for the financing of 
consum tion subsidies might involve 

rates which would be out of harmony 
with contra-cyclical financing in 
Feneral.” Since National Insurance 
LF a social service it might seem sim- 
pler to integrate the National In- 
surance accounts with the Revenue 
and Capital Accounts of the public 
sector. But “political considerations 
may invalidate this suggestion and 
some semblance of independence 
may thus be important.’ Socially 

of unemployment. .,f t is . conceivable 

gilt-edged mar % et for the purpose of 

capital P osses and a rise in interest 

considered, whatever method of 
financing the scheme is employed 
the acceptance of the principle of 
collective risk, articularly with re- 

the preservation of the vital distinc- 
tion between unemployment in- 
surance and unemployment assis- 
tance. between the payment of bene- 
fit as a right and the payment of 
benefit as an act of charity.” 

The accruing surpluses form a 
considerable part year by year of the 
“true revenue surplus” and thus play 
an important part in budgetary 
policy of a disinflatin character. 

National Insurance scheme may 
obscure the fact that this addition to 
the true budget sur Ius is also made 

a large part of the receipts are 
labelled ‘contributions’ and are col- 
lected by the Ministry of National 
Insurance and not the Inland 
Revenue Department means that a 
certain elasticity is introduced into 
the tax structure. The  Reserre 
Fund is thus a convenient repository 
for this addition to the surplus, 
which a t  the moment is an impor- 
tant balancing item in the nation’s 
Capital Account. It may well be that 
the continued acceptance of high 
rates of taxation to finance, among 
other things. social insurance and to 
continue a disinflationary policy 
may be brought about by the con- 
tinued prevalence of the mistaken 
notion that the National Insurance 
scheme is g,,nuine ‘insurance’ and 
not another swial service financed by 
a compulsory levy. While, therefore. 
there may be strong reasons for 
maintaining the National Insurance 
scheme as if it were financially in- 
dependent, it remains, nevertheless. 
an elaborate and in some ways a 
rather inefficient instrument for the 
redistribution of income.” 

gard to unemp P oyment. necessitates 

“While the existence o ‘i a separate 

through taxation. t R e mere fact that 

NATIONAL 1NSURANCE FUNDS 64s 

L 2  I l i d r ,  J .  R. : Tk Problem of Rwfg&n Rlfonn. Orford Unicady PWII,  11116. 



Unified .Currency for Europe 
By Dr. OTTO VEIT. 

Here is a German suggestion which rnightprocide the necessary 
banking machinery for rhis projecr. The aurhor is governor 
of the Central Bank of Hesse in Frankfurt and a 

member of the Board of the German Cenrral Bank System 
(Zentralbankrar), He is also Assistant Professor at 

Frankfurt Universiry. 

~FHK, ,ideal solution would he a 
unified Europcan currency to be 

substituted for all national curten- 
cies. Unfortunately, the realization 
of this ideal still seems to he remote. 
From a political point of view. such 
a radical solution would mean to give 
up one of the hitherto undisputed 
sovereignties of all States, viz., mone- 
tary autonom As opposed.thereto, 
the gold s t a d a r d  has always seemed 
more readily acceptable from a 
political point of view, because the 
renunciation of a sovereign conduct 
of monetary policy, which is the 
praytical consequence of gold auto- 
matism, does not become apparent 
in terms of constitutional law. Any 
country with a gold standard believes 
in its currency autonomy, without in 
fact possessing it. However, evcn the 
return to the gold standard will not 
he achievable tn Europe in the near 
future. 

The  only expedient would be the 
attempt, by a currency agreement 
among the European countries. to 
create some substitute. which, how- 
ever. can never be of equal value. 

The unique advantage of the gold 
standard, namely automatic enforce- 
ment of the equilibrium of payments 
with the he1 of trade balances, is in 

other system the sole target of which 
contrast to t  I! e shortcomings of every 

can only he to mitigate the consc- 
quenccs of a non-enforceable pay- 
ments equilihrium, or at hest, to 
allow certain remiums for the 

pa ments o w r  the trade balances. 
&lien studying the possibilities 

sugesting themselves as a substitute 
for the gold standard in Europe, one 
has in somc way or other to start 
from existing facts in order to render 
one’s objective politically achievable. 
There indeed exist starting points for 
the creation of a supra-national 
monetary system which might 
facilitate European payments, such 
as the Agreement of Bretton Woods 
of July, 1944. Of the two institutions 
established at Bretton Woods, 
namely, “International Bank for Re- 
construction and Development” and 
“International Monetary Fund.” the 
latter is mainly of interest in this 
connexion. 

The  idea of currency funds was 
fundamentally furthered by the sug- 
gestion of J. M. Keynes. His plan 
of a Clearing Union, which was 
adopted by the British Government 
in their White Paper of April, 1943, 
was brilliantly devised. Keynes 
resumed his suggestion of creating 
an international bank currency, 
which he had envisaged in his 
Treatise on Money as early as 1939. 

establishment o P an equilibrium of 
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supplies, so as to render preliminary 
services on the American aid, while 
on the other hand the dollar becomes 
some kind of auxiliary currency for 
the final clearing among the 
European contractive parties.. The  
pnctical outcome is the "drawing 
riehts" which the European coun- 

He planned to accpnulate reserve 
credit balances of the national banks 
of issue at  an international bank, and 
to use them as unified currency in 
the foreign transactions of all coun- 
tries concerned. These balances 
(supra-narional hank money) should 
become representative of the inter- 
national payments system of the 
twentieth ccntury, just as gold had 
become rcprescntative in the ninc- 
teenth century. Kcynes was then 
thinking of the Bank for Inter- 
national Settlements i n  Basle which 
had just been established without, . however, obtaining the right of 

' issuing bank notes as planned at  the 
I outset. The Clearing Union as sug- 

gested in 1943 was also planned to 
operate without the privilege of note 
issue. 

When in addition to the intcr- 
national Bank the International 
Monetary Fund was established in 
Bretton Woods. the more conser- 
vative attitude of the Americans pre- 
vailed against the bold ideas of 
Keynes, so that only art of Keynes' 

into effect. No international transfer 
money was created; howewr, 
through credits granted by the Fund. 
in ewry case h a t  currency was made 
available which was required by a 
country in order to effect payments 
to another country. These credits 
are based on payments made by the 
debtor in his own currency. 

A further step is the Payments 
Agreement concluded at  Paris in 
October, 1948. The purpose of this 
complicated system is to ap ly the 
dollar aid made available \y the 
United States wherever intra- 
European commercial transactions 
entail payment balances which the 
debtor countries are not able to settle 
otherwise, Consequently, on the one 
hand, the European countries are 
compelled to co-operate in mutual 

tryes grant one another dn the basis 
of the dollar aid received. From an 

scheme, in a modifie 9 form, was put . 

American point of view, this is a 
generous emer ency measure. One 

towards it, even though it is realized 
that such aid is not suitable to bring 
about a final solution of the Euro- 
pean currency Actually, 
the dollars mad?abJ%ble for the 
settlement of balances conceal a 
most difficult problem which even- 
tually has to be solved in some way 
or other, viz., the settlement of pay- 
ments balances by the Euro can 
countries without assistance prom 
the United States and Canada. 

The Trading Problem 
The problem is whether a inone- 

tar7 arrangement may be found 
which embodies a tendency to an 
equilibrium of the balance of pay- 
ments or which ensures-at least in 
the long run-an incentive to the 
parties concerned to focus their 
efforts on such equilibrium. To this 
end, a forecast of probable future 
development may he helpful, the kit: 
motif of which should hardly sound 
revolutionary to-day. The task is to 
create a form of European clearing 
money by which through a cornmoo 
bank all payments may be effected 
in Europe. Not  only shall the 
balances of the mutual trade be 
cleared as provided in the Paris 
Agreement; in addition thereto, all 
of the monetary obligations existing 
amnng the various countries should 
be payable in terms of the European 
clearing currency. The necessity of 
creating such European ,clearing 

will have to ta f e a positive attitude 
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money would impose on the coun- 
tries.concerned just the task from 
which they are relieved now by the 
American Dollar aid: the duty of 
seeking to attain an equilibrium in 
balances of payments throu h the 
productivity of the indi\,iduafcoun- 
tries concerned. 

How Schme Would Work 
Such a European monetary system 

would represent the most cornpre- 
heusive substitute for the gold stan- 
dard which might come to 
materialize for an extended period 
of time. Such a system might be 
realized by establishing a European 
Reserve Bank with which each Euro- 
pean Government or bank of issue 
should have to maintain a reserve 
credit balance. The quotas for these 
reserves would have to be fixed 
according to the needs of the foreign 
paypents within a determined 
period of time. The reserres would 
>e paid-in in the currency of the in- 

dividual country. Such payment 
would hare to be converted and 
credited in denominations of the 
European clearing money on the 
basis of a rate to be agreed upon. 

For the banking transactions in- 
volved by the Paris Payments and 
Compensation Agreement. the Bank 
for International Settlements in 
Basle is called upon as an Agent. 
This insritution might likewise fur- 
nish the framework for a genuine 
European Reserve Bank. In respect 
of the European clearing money an 
interesting opportunity. is offered : 
whereas in Bretton Woods only the 
dollar could he taken as a basis for 
the ultimate clearing standard, the 
gold franc which upon the dissolu- 
tion of the European gold block was 
abandoned by Switzerland in 1936. 
continues to represent the balance 
sheet and accounting standard of the 
Bank for International Settlements 
as hitherto. To-day the gold franc 

'MIC DIGEST 

is a "dead  currency. It would be all 
the more suitable to serve as a special 
"neutral" currency, i.e., for 'the 
valuta franca. The gold franc might 
form a linking medium between the 
various European currencies and the 
currency of the big non-European 
creditor. Credit balances in this 
intermediar currency would -be 
established gy credits with the Euro. 
pean Reserve Bank. 

No matter whether an already 
existing institution will be used or, 
whether a new foundation will he 

the issue at stake is a 
r l r k % a t i o n a l  Central Banks. 
For such an institution a most in- 
teresting model may be found in the 
structure of the new German central 
bank system. After the former 
Reichsbank had been divided, 
according to the political structure 
of Germany, into independent 
Landeszentralbanken, the latter 
then created a common control 
organization, a bank of the Landes- 
zentralbanken, viz., the Bank deut- 
scher Lander. This Bank is operat- 
ing in every respect as a Reserve 
Bank of the affiliated Landeszentral- 
banken, whose Presidents also form 
the Board of Directors of the institu- 

A special parallel is given by the 
division of the functions between the 
Landeszentralbanken and their head 
institution. Whereas the Bank 
deutscher Lander furnishes the 
Landeszentralbanken with bank 
notes, the latter fulfil all other func- 
tions of a central bank in their re- 
spective Lander. However, money 
transactions transgressing the boun- 
daries of a Land are channelled 
through the reserve credit balances 
maintained by the Landeszentral- 
hanken with the Bank deutscher 
Lander. The entire exchange of pay- 
ments among Landeszentralbanken 
is channelled through a central clear- 

. tion. 
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ing net through which flow in- 
directly all ayment transactions be- 
tween the $erman Lander. 

Now, by applying this model of 
the German area to the European 
territory, it might be conceivable 
that the central banks of all coun- 
tries. i.e., the national Landeszen- 
tralbanken,” could form a head in- 
stitution, to which they, on their 

art might assign part of their 
Punitions. The right to issue bank 
notes would of course not be trans- 
ferable since the national institutions 
would continue to exist as autono- 
mous banks of issue. None the less, 
i n  connexion with another important 
function of evcry central bank, the 
maintenance of a reserve for inter- 
national payments, the common in- 
stitution should be used. All pay- 
ments between the partics concerned 
would be consummated, similarly as 
in the case of the Bank deutscher 
E n d e r ,  through the clearing system 
of the common bank and in the 
special currency of said bank (gold 
francs). Such a procedure would be 
based on the reserves paid in. 
Inasmuch as the banks of issue have 
holdings in gold and foreign ex- 
change, a certain percentage thereof 
should likewise be paid in, whereby 
an additional reserrc could be 
created. 

The Problem of Reserves 
The main problem consists in the 

necessity of replenishing the reserve 
account of a contracting part in 
case of an excessive use 02‘ its 
reserves. The ossibility of making 
use of credits o P the reserve bank, as 
a transitory measure, might be con- 
sidered. This would almost be in 
line with the rinciples of the Mone- 
tary Fund of 5 retton Woods. True, 
such credits could, from the angle 
of monetary technicalities, be made 
available without difficulty by 
aiitonomous creation of reserve 
4 2 *  

credit balances. This, however, 
would involve the entire complex of 
problems connected with a settle- 
nient of the payments balances in 
the long run. Within the inter- 
national field of currency. in par- 
ticular also in the credit relations 

the Bank deutscher E n d e r  
and alnoni t e Landeszentralbanken, this 
problem does not emerge. Therefore, 
the Landeszentralbanken 
readily obtain credits from the Ban 
deutscher Liinder (which is indis- 

ensable for the supply of notes). 
k i t h i n  the scope of international 
transactions, repayment of credits 
would be possible only out of surplus 
aniounts on the balance of pay- 
ments. If, however, such surplus 
amounts can be obtained, the’ re- 
serves may be replenished also 
directly, without the necessity of 
transitory measures being involved. 
Where such surplus amounts cannot 
be obtained, a grant of credits is not 
justified in principle. 

These and many other questions 
cannot be dealt with at this juncture. 
It was only intended to give a rough 
outline of an idea of future impor- 
tance; the problems arising from a 
realization of such an idea are b no 

impossibilit of returning to the gold 

tion of the world makes it imperative 
to search for new methods of mone- 
tary co-operation. The use as a 
model of the new German central 
bank system, which was established 
in a period of distress and restricted 
liberty. would be justified by the fact 
that this system implies interesting 
opportuniiies for the future, despite 
the understandable . reserve with 
which it has been accepted. These 
opportunities might give rise to a 
further development-from the 
Bank deutscher E n d e r  to a Bank 
of European Countries. . . 

means underrated. In’view o ? the 

standard, t h e monetary disintegra- 



Survey Reveals Poverty of Asia. Y 

How The Other Half Lives 
T i i t i  year 1948 has, in general, been 

one of all-round improvement in 
Asia and the Far East, although the 
progress cannot by any means he 
regarded as substantial or satisfac- 
tory. Such progress as has been 
achieved was tardy and uneven. 
.Most of the region has continued to 
be afflicted by civil strife 01 other 
disturbances. More than three years 
after the end of the war, countries 
find that in no branch of their 
economy have they attained pre- 
war levels. Agricultural production, 
which was slightl higher than in 
1947, was still less t l an  pre-war. Pro- 
duction of cereals: was ahotit 4 er 
cent. below the level of 1934.38, {ut 
that of fisheries continued about o ic -  
half pre-war. Chemical fertilizer 
consumption, although higher by 
about 8 per cent. than in 1947, was 
below pre-war h; about 16 per c ~ i i t  
The increase o more than io [XI" 
cent. dver iy4j in livestock and work- 
ing aniinals is encouraging, hut it 
will probably take several years 
before pre-war numbers can he 
reached. as the present strength is 
barely 85 per cent. of pre-war. With 
the exception of rubber, which has 
exceeded pre-war levels of produc- 
tion, the position of other industrial 
a n d .  agricultural products remains 
unsatisfactory. 

The disappointing progress 
achieved may be judged particularly 
in terms of the production of coal 
and iron. Handicapped by the dis- 
turbed conditions in China 'and 
Indo-China. coal pr,oduction has 
advanced only slightly over the poor 
level of 1947, and is less than jo,per 

F m n  E m l i c  Sumry 01 Aria and 

cent. of pre-war. If Japan is ex- 
cluded the position appears much 
worse, output having drclined 
appreciably compared even with 
1947. The production of iron ore has 
shown a very slight improvement 
over the 1947 lerel, which was, how- 
ever, only ahnut one-third of pre- 
war. 

The region's output of chemical 
fertilizers, ig iron, steel and cement 
increased 6 one-fifth to one-third 
over ig.+j. if Japan a n d  Korea are 
excluded, the pictiire is rather dif- 
ferent; output of pis iron and steel 
in the other countries together de- 
clined. while there were substantial 
increases in production of chemical 
fertilizers and crude petrolyum. 

In respect of textiles, which next 
to food are the most urgent need of 
the pei~ple, the region has made little 
progress during the year. Rehahilita- 
tion and reconstruction of transport 
continuc to hc cicecdingly low. This 
has hindered not merely agricultural 
and industrial production, hut also 
the rnoreinent of frmd supplies to 
the food deficit coiintries. 

In the sphere of international 
trade, 1948 marked a distinct ini- 

rovement mer  1947 in all respects. 
$he values of both exports and im- 
ports increased, while there was n 
decline in the adverse halance of 
trade. Exports from the ECAFE 
region (coiintries covered by the 
Economic Commission for Asia and 
the Far East, which excludes Japan 
and Korea) rose by 34 per cent..and 
imports by 20 pcr cent.. with the 
result that the adverse balance of 
trade declined by 31 per cent. There 

. 
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HOW T H E  OTHER HALF LIVES 65 I 
was also an appreciable ini role- 
inent in the balance with the 
States. In particular. the region's 
dependence on imports from the 
United States was reduced. This 
reduction in dollar deficit was, how- 
ever, mainly the result of stringent 
restrictions on imports from the 
dollar re ion and does not neces- 
sarily in i ca t e  a genuine improve. 
men1 arising from increased ex oris 
to and reduced import needs P rom 
the United States. 

Certain factors adversely affecting 
the region's trading position, notably 
thc relatively low price of rublier is 

the increased competition from syn: 
thetic rubber, the declining demand 
for natural silk, and the decline in 
metal exports scciii to bc of a. lasting 
character. 

The food position remains unsatis- 
factory. The 4 per cent. decline belo'w 
pre-war in the roductiori of ceraals, 
the staple foo s of Asia, has been 
accompanied by a io per. cent. in- 
crease in the region's population. 
When more than half the worlds 
population lives in  conditions of such 
utter poverty. there cannot exist a 
sound basis for enduring peace. 

But There Is Hope For The Future 
OXIAIENTINC on what it describes 

'as "this duleful report." the 
Eusleria Economist says: There are 
elloug~i'favoural~le facts recorded in 
this report to ,give encouragement. 
In the first lace-as the post-war 
history of In&ticsia has shown-the 
resources of tlie region can easily 
catch up with mejor calamities after 
snme time. Rlalayn is still the 
greatest dollar earncr of the sterling 
area, followed by India; when Siam, 
Indo-China. Soiithcrn Korea (now 
some~vlrat settled) and Hurrna get 
into stride. there is no reason why 
the pre-war exports of rice of seven 
million tons should not be bettered. 
Sevcn millidn long ions will not 
ciitcli up with tlic reproduction rate. 
Aut they will make this area less 
clcpcndcnt on the \Vestern Hemi- 
sdicre. If in addition Japanese in- 
dustrial capacity ,is restored, if ex- 
pr,rtahlc capacity of ruliber, tin. jute, 
raw wool, and hides and skins can be 
incrcascil. and if the terms of trade 
can lie slightly bettered, tlie dollar 
deficit at least slrbuld 1)c considerably 
narroweil. The  ECAFE's estimate 

of this deficit at present is as follows: 

u, iGce  or iK 
E.C.A.P.IL 

coatilrfea wl lh 
the U.S. 

MercI~m- (111 nillllon of 
dlsc U.S. dolhra 
1938 ID,? lU46 

..... +II + 2 + 2 i  ..... -27 -?os - 0 8  - 1 - 37 - 51, 
+ll -132 - U2 + 4 - 21.3 - 21.2 
+2U - 87 - 3?.S 

1 " ' I Y l , , y n ~ r o  ...... +83 +I42  +12i." 
Pakldlnti ................ + 2 + 1.0 

BUlrnD ............... - 3 - 4 - 6.7 

. . . . . . . .  -23s -2:ll .... - 3  - 2 4 . 5  ... 

The above tablc which indicates a 
net adverse balance of the ECAFE 
region with the US. of $350 million 
is almost certainly an under- 
estimate: bur it indicates the order 
of importance and is to be judged 
in relation to rhe $3,000 million 
which Europe has to prniluce in 
order to wipe out the dollar gap. 
There is encouragenwnt to he 
derived from the fact that if thc 
IMF, the International Rank and tlic 
15spnrt-Import Bank coiicentrate on 
tlie ECAFE region, their combined 
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dollar resources at present, of the 
order of 2.7 billion, will be ample for 
the time being, till normalcy or what 
approximates to it can be restored. 
It is the ECAFE’s function-as no 
doubt the ECAFE conceives it to be 
--to obtain as large a share of this 
interim aid as possible. 

This is, indeed, no solution of the 
problem. Bcfore economic develop- 
ment in any real sense can take 
place, habits of work in the region 
will have to change very consider- 

ably, and foreign capital will have IO 

enter. In its second year of working 
the ECAFE ma well feel that the 
time for these Jevelopments is not 
yet; their function at present is to 
present the facts and to help in the 
restoration of short-period equi- 
.librium. From this point of view, in 
s ite of the pessimistic undertone of 

cause lt is so entirely dependent on 
human natural resources, is much 
better than in the case of Europe. 

t 1. IS report, the future, precisely be- 

Everybody Wants More Wuter 
unrestricted agricultural derelop- 
ment, fishing and boat sailing; and 
there is a Sheffield school of 
moderates. 

The root of the trouble and the 
clue IO the different policies adopted 
by undertakings seem IO lie in their 
facilities for treating water. Nearly 
all of them, spurred by war-time 
legislation, sterilize it by using 
chlorine or ozone apparatus. Neither 
by itself is a sufficient safeeuard. Fil- 

domestic consumption of 
T”:ater SII plied by Sheffield Cor- 

fons a day for each of 700,000 people. 
By 1979 individual consumption !S 
likely to be 40 allons a day. If thls 
increased locaf use proves to he 
typical throughout the country, an 
extension of the areas isolated as 
water gathering grounds may be ex- 
pected. 

Meanwhile, food production is a 
first priority, and farmers are urging tiation and constant analyses upon 
that water undertakings should the ever-varying constitution of the 
relax restrictions upon the use of water are considered to be as neces- 
water - gathering grounds. The  sary, 
British Waterworks Association If an undertaking is poor1 
approved a aiib-committee’s report equipped it is inclined to loo 
with its views that gathering grounds askance at the cost of installing 
could be put to greater agricultural apparatus. In Sheffield’s case the 
production and that the public need cost of water treatment works out a t  
not be excluded from them if pro er jus! over Id. per 1,000 gallons, of 
safeguards are taken. Yet little R as which %d. is for working expenses. 
been done since the issue of the. Thus, one arrives a t  the argument 
report, which admittedly left a num- of the Manchester official, whose 
ber of vital questions unanswered. undertaking adopts fine mechanical 

There are differing views about straining and chlorination methods. 
the dangers of pollution. There is “Our concern is to provide Manches- 
a new and illiberal Manchester ter with more water, and it will cost 
school which is opposed to public us millions of pounds,” he said. “We 
access or agricultural use; there is a cannot embark on an additional ex- 
Bristol school that allows virtually penditure for filtration.” 

oration wor \ s out at about 25 gal- 

.. 

E 
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Keymsian remedies for 
threatening depression no 
longer apply to Britain. 

I I I . 
Maintaining Full Employment ' I  

The Real Problems 
I 
I By RICHARD FL&MSGATE 

- 
Internat ional  A c t i o n  

Evidently revention is better than 
cure. One ogvious and by no means 
unexplored path is to consider how 
far we can prevent a threatening 
situation like that at present-ie., a 
decline in United States buying- 
from de ressing our total export 
level. Tl!e ideal remedy (and that 
implied bv the International Trade 
Charter) 'is, of course, that the 
United States should maintain a 
high and stable rate of buying by 
appropriate domestic olicies How- 
ever, it is more usefufto discuss the 
solutions which lie within the range 
of British initiative. There are two 
possible lines of attack: The first is 
a series of international commodity 
agreements under which im rting 
countries, including the cn i t ed  
States, undertake to buy at  least 
stated minimum quantities of a com- 
modity io g w d  years or bad. This 
implies, presumably, Government 
buying for stock if private buying is 

Prom Smaii*l C m m m  

\L M of "full employ- inadequate. In return, exporting 
ment" is practicable, but not countries iindertake to make these 

, enough thought has been given to minimum quantities available, and 
applying the theoretical solutions to there is agreement on a range of 
contemporary conditions. More prices. The recent international 
thinking might be done along the wheat scheme follows these lines. 

, followinx lines: Such schemes can hardly prevent 
some fluctuation between good years 
and bad, but they can considerably 
reduce the range of variation. 

Secondly, if the United States does 
not enter such schemes would it be 
possible for other important buyers 
-wblch reall means the United 
Kingdoin a n y  Western European 
countries, especial1 Western Ger- 
many-to form a 'AI employment" 
club with the main primary ro 
ducers. which would try to insu P '  ate 
its members from the effect of fluc- 
tuations in the outside world? To 
be effective, the rules of the club 
would have to provide that the in- 
dustrial members would in times of 
depression buy primary products in  
increased uantities to make up for 
reduced s Jes  to the United States, 
while the primary producer members 
would need to give some form of 
preference in their own imports to 
the goods of the industrial members. 
It would certainly be the end of the  
attempt, to which wc are pretty 
thoroughly committed, to build up i( 

. 

im, h d e n .  Avpud ,  1949. 
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non-discriminatory system of world 
trade. It would also mean that the 
self-protective and preferential 
policies of the club members would 
intensify the’dificulties of the non- 
members. . . . .  

. ,  The American Lesson 
l h c r e  is certainly a great deal-of 

logic in solutions of this kind; what 
are they after all but extensions on 
an international scale of American 
farm policies of the last 15 years? 
The dangers-apart from the +h i -  
cal difficulties-are indeed well illus- 
trated by the American farm 
policies: the beneficiaries are un- 
ndlmg to reconcile theinselves to 
doing without the booms as the 
price of avoiding the slumps. But 
restraints on production and on 
prices in good years are as necessary 
as the stimulation of buying and 
prices in bad times. 

If we must fall hack on national 
remedies. we must face the fact that 
there will not in present circuni- 
stances be a eneral excess of goods 
over spenilab% incomes. hut an in- 
convenient selection of specific sur- 
pluses. The rationing systems. or 
the price subsidies and sales taxes, 
rcquired to get rid of these specific 
sur luses without reintroducing in- 

ressure on rhe su phc< of 

arbitraiy and often socially unfair, 
and will be extremely difficult tu 
vary in accordance with changing 
circumstances. 

One field in which stabilization is 
Firticularly important is that of the 
production of plant and machinery. 
The  well-known tcndenc of a free 
economy is to “over-invest in Iiooms 
an$ to “under-invest’’ in slumps. 
Now that investment goods make up 
an increasing proportion of our ex- 
ports we might deliberately reverse 
this normal process by increasing in- 

P 
other Hatlonaryl giro s and services, wil T appear 1. 

Y.. 

vestment when exports are slack and 
vice uersa. (This possibility is em- 
phasized .in Labour’ Belreues in 
Brilain.) But “investment” means 
anything from building the Bank- 
side power station to installing a new 
refrigerator in a seaside resort cafe. 
The Government’s effective range of 
action (and it is not perfectly effec- 
tive even there, as recent ex erience 
bf investment programmes stows) is 
confined to the public1 owned or 
controlled industries; t L e Govern- 
ment can’  speed up or delay the 
Bankside power station. but it can- 
not really at  present do very much 
about the refrigerators. However; it 
is .a fact that the ublicly controlled 
industries, being \ y and large the 
highly capitalized industiies, account 
for something like a quarter of total 
investment in plant and machinery. 
Appropriate regulation of this sector, 
if it can be made effective, and 
rememberinF $e qualification that 
little new utldrng IS possible in 
present conditions, could be one of 
the most helpful contributions to full 
employment. 

Ineuitoble Unemployment 
Finally, we may conclude that 

complete, stabilization of employ- 
ment is impracticable, or at  any rate 
that the remedies are worse than the 
disease. Should we rather accept, as 
fallin within our working definition 
of f u i  employment a level of unem- 
ployment varying between. the 
present 2jo,oc~-300,0m and the 
guo,ooo-~.ooo,ooo that might be the 
direct result of a zo per cent. fall in 
total exports? There niay he  social 
policies to be worked o u t  which 
would minimize the evils of a level 
of unemployment temporarily as 
high as one milliun, and to which no 
attention is at present given in the 
belief that the priiblem will no longer 
arise. 



W h a t  O t h e r  N a t i o n .  T h i n k  

National Action Promotes 
Full Employment 

The International Labour Reuinv giues a summary 
of the reports received from 14 countries of their full 

employment plon. 

C~OUATRIES with highly devcloped meet as the rhrcar from demand 
economies rcreal varying de- deficiency. First among them is how 

grees of preparedoess for preventing “to prcvent the development of an 
or CO ing with deflationar force,, inflationary spiral” even though the 
but ,!ere is a basic simi arity in major long-run prcocctipation of cm- 
approach. Most of thcse Govern- ployment policy may be the problem 
ments harc one or more “automatic of how to counteract deflationary 
economic stabilizers” in their exist- tendencies. Similar observations arc 
ing machinery and are generally in made by the Australian and New 
fsvour of measures designed to com- Zealand Gorernments. If economic 

y .  : 

pensate for fluctuations in the level 
of private s ending and saving. 

be ensured at a high 
it is necessary 

Among t I! e under-developed coun- 

problem o f  “disguised uncmploy- demand rapi B ly changing and dia- 
tries, unem loyment is as much n simultaneous ossibilities which may 

ment’”arising from the shortage of metrically opposed policies. 
land and capital, as it is a problem Two other major problems are 
arising from a deficiency in effective noted by  the United Kingdom 
demand. Highly dependent for Government as being associated with 
their continued prosperity upon conditions of f u l l  employment: thc 
economic stability in the more problcm of kecping the economy 
developed economies. these countries sufficiently flexible to allow rapid 
look to the maximum utilization of adjustment to changes in economic 
their resources through long term conditions; and the problem of main- 
plans for economic development. taining xdcquate incentives for 

The United Kingdom Government enter risc and effort. Experience 

solve these problems as to meet the 
points out that the existence of full has s R own that it is as difficult to 
em loymeut itself generates serious 
proilems, which are as difficult to threat from demand deficiency. 

P m i  Lo< lnlrrnnlinrid L a h r  Rwinr, June, 30411. 
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Expansion in Scotland 
In the next few yearsE10,000,000 will be spent on expansion in the Crdnge- 

mouth and I‘alkirk districts of Scotland by Scottish Oils Ltd.. British Petroleum 
Chemicals, I.C.I., and the British Aluminium Company. Scotlnnd has enough 
ahipbuilding orders to last for ~ o m e  yeam, but the Government is watching the 
industry with care. Two of the hydro-electric schemes may be in production by 
the end ofthe year. 

’ 



Egypt Grows Rich 
By the Han. GEORGE PEEL 

Fiscal policy has produced (I striking increase in 
Government revenue-bur the Cost of living is high. 

r  HE war years from 1939 yo 1945 
brought two huge econoinic 

advantages to Egpt.  Arniies poufed 
into the valley o the Nile, bringing 
vast funds with theni. In May, 1946. 
the British Premier, in announcin 
that a new treaty had to be arrange 
with Egypt, said that all British 
forces were being withdrawn, but 
they are still there to-da Egypt 
has benefited much by t r e  expen- 
diture involved in this prolonged 
occupation. In  the next place, the 
price,of cotton has risen enormously 
in this last decade. To employ tech- 
nical language, the price of “Good 
Ashmouni” which stood at 18 tallaris 
per cantiir in 1939, rose to no less 
than 50 tallaris at tlie end of 1947, 
and to 58 in 1948. The benefit to 
Egypt can lie measured by the fact 
that if her total exports in 1947 be 
taken as L90 million, of this nearly 
L j o  million was attributable to cot- 
ton. Egypt’s fiscal policy could not 
fail to be affected by this great inflow 
of wealth. 

In order to tap the wealth of .her 
citizens and i n  order to meet the 
requircments of the modern state, 
Egypt has had to resort to an income 
tax modelled on the general lines of 
its British connter art in the sense 

SLIT-tax superimposed. As one reason 
for raising this tax. I may perhaps 
cite the great increase in the moneys 
now allotted to education. Under 

8 

that it is now gra s uated and has a 

Pmnl t‘,.? TraYr, 14 

the Uritish occupatwn severe 
criticism was dirccted by Egyptian 
statesmen at the meagre sum 
assigned to education by the British 
authorities. A t  the time of the first 
World War this was under half-a- 
million. Today,  in the Bud6et of 
1949, it is over L17% million. 
Another reason for the above in- 
crease of direct taxation bas been, 
no doubt, the desire to put it more 
in gear with indirect taxation, which 
has risen steeply in recent years. 

Rise in Custom Revenue 
The total revenue of Egypt for the 

current year is estimated to produce 
about 1147 million, il striking in- 
crease since the days when the 
British first took this matter in hand. 
Of this total, no less than L66 mil- 
lion, or 45 per cent., is attributable 
IO “Customs, Excise and Harbour 
Dues.” This great rise is partl due 
to the rise in the yield in her &ties 
imposed for revenue as distinguished 
from Protection. It is also due, in 
part, to the fact that her Customs 
ditties are to some extent on an ad 
valoreiir basis, so that they rise auto- 
matically with the increased price of 
imported goods. The  rice level, 

outbreak of war in 1939, had in fact 
risen to no less than 280 at the close 
of 1948, This latter figure, coupled 
with the fact that the population of 
Egypt has risen from six million in 

starting from thc basis o P iw at the 

.ndon, A U ~ W I ,  inm.  
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the days of Ismail up to nearly i o  
million to-day, indicates how all- 
important it is not to accentuate the 
already high cost of living by the 
irn osition of Protectionist duties. 

l g y p t ,  a volume recently issued by 
the Ex ort Promotion Department 

"The principal major changes in the 
Egyptian tariff since 1939 were the 
successive increases in all specific 
duties by 50 per cent. in 1941, fol- 
lowed by 75 per cent. in 1942, and 
finally to IM) per cent. in 1943; the 
increase on April 3, 1946, in the ad- 
ditional ad valorem duty from 3 to 
7 per cent., and the cancellation of 
the supplementary tax of IO per cent. 
of the Customs or Excise duties 
(originally known as the National 
Defence Tax)." It sems to he regret- 
table that. at a time when the 

of the f; oard of Trade, states that: 

of Egypt is being pressed 

Government should not be reducing 
its tariffs on imported oods. At the 
Same time it is clear t f a t  if nothing 
were to be done in that direction the 
stationary character of specific duties 
would mean that they would auto- 
matically be reduced. However that 
may be, we may yet hope that Egypt 
will adhere on the whole to those 
wise principles inculcated for so long 
a period by her British advisers. As 
far as I can estimate her credit, it 
seems that it can only be mcasured 
by the level of her internal loans. 
since she i s  in the happy position of 
having no external debt expressed 
either in sterling or in dollars.. On 
this basis of calculation, her credit 
may be reckoned at about 3 per cent. 

in the cost of living, the 

e.-:= 

O.E.E.C. Showdown 
Although exceeding the terms of our mandate, w e  wish to submit to the 

Council the main conclusion which we have reached in the course of our work. 
If it was at one time our belief that European recovery was proceeding fast 
enough to make it possible toachieve viability in 1952, we must now udmit that 
the rate of progress is not sufficient. The dollar problem. despite the improve- 
ment in the Situation over the last two years, is not on the way to solution. 
This is not solely a European problem. It is n problem for the United States 
as much as for Europe nnd also for the whole of the free world. It is our 
conviction that the fundamentals of this problem must be reconsidered BI a very 
early date and that, as soon as the present difficulties have been overcome. the 
organisation will have to concentrilte nll its efforts to this end. 
Ilrporl 01 +4 C h i m n  01 l k  C o u ~ i l  of O.E.E.C. and the Strrmru Cmcral oflbr Dit'iaionr of 
Amm'ran Ard, Sspl~rnkr,  IUIU. 

--:- 

Industry Always Has Two Sides. 
The suggestion that the trade unions should participate in management 

should, I think, be dropped. They have a definite function, and that i s  to 
protect the subjects in their community-the workers--and the bipger the 
society the more the need for orEaanised protection. Democrats will a!wnys 
insist on -pressing their views, and they should be allowed and educated to 
understand the techniques of management, and the problems of monagement. 
in order to express their view better. But don't let us get into the idea of 
thinking that there can ever be one side in industry. 
Pmrn c z 1  orldrcr* lo lhnr llrilirh Inatiltdr o/ .Ilunog6nanl bu .Vr. d I,oa*ll. .Ilunclirr&r C ~ l l i o ~  of 
1Mndwy. 



Is U.S. Production Technique 
Just Yankee Hustle ? 

By EDGAR HERRIES 

No ! says the author, a trade unionist. He gathered material for  this report as a 
member o f a  par t y  of British irtdustrialists who visited the US. earlier this year .  

OVERALL efficiency in factories in 
the States is very much higher 

than in this country. This is due to 
a variety of causes-better lay-out, 
more standardization and specializa- 
tion, better factory organization, big- 
ger use of electric power. 

When we visited American plants, 
me looked out for evidence of the 
famous American “hustle,” the pace 
of production lines, or in the rate at 
which conveyors travel. hTowhere 
did we find that activity was more 
strenuous than in this country, but 
-and this is a very big “but”-the 
American works more effectively. 

Piece work is disappearing from 
American industry. Of the 122 fac- 
tories owned by General Motors, 
only nine have piece work. Straight 
time work has taken its place, and a 
40-hour week is universal, bnt 
American unions do not resist the 
introduction of mechanical aids of 
all descriptions; in the majority of 
cases they welcome them. 

Standardization has gone much 
further in America than it IIas in 
this country, and this, as much as 
the big internal market, accounts for 
rhe higher output. There is an in- 
stinctive objection in British minds 
to standardization. If the 127 dif- 
ferent types of white cotton sheeting 
were reduced to 27. ont cotton tex- 
tile industry would hare :I much 
better chance and nrr one would 
suffer hardship. 

In this country, too (with the ex- 
P m  m u r .  0:liclbl Orgm o/ Lho 

ception of the motor car industry). 
wc take too long to establish a stan- 
dard. Since the formation of the 
British Standards Institution in 1901 
only 1,500 st;indards have been 
issued by that body. In America 
they do not wait for everybody tn 

ree on every detail. Four or fivc 
o the big &ins in a section of in- 
dustry may a ree among themselves 
nn a piece o f  machinery (and they 
agree with inore readiness than is 
common in .this country); that device 
is then adopted by those firms. This 
is known as Simplified Practice. 

Another developmenr of American 
industry which makes for greater 
production is the habit which big 
competing combines have of drawing 
their components from the samc 
lirm. In one firm employing about 
,po workers, we found them making 
one article for five competing corn- 
bines. It was the very same articlc. 
not basically the same article, each 
hig buyer adding a few frills of his 
own. In this country it is too often 
the case that a plant attempts to 
make nearly all the bits and ieces 
and hence has to do it in smal? par- 
cels with higher subsequent costs. 

We saw no one in any Americaii 
factory using hand tools-they were 
a11 electric. We saw no one carrying 
things about the lace there were 
conveyors (either le11 overhead). 
trucks, sniall escalators. and gravity 
chutes to do the hard work. The 
greatest care is taken in planning a 

T.U.C., London.Seplmm&r, 1948. 
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straight line production flow, and the 
servicing of the operatives. If the 
operation is performed seated at a 
bench, the seats are carefully 
adjusted to the person using them. 
Time and motion study is almost 
universal, and in engineering, clorh- 
ing and textiles, as well as steel 
manufacture, the unions take part iii 
the study. 

Some of the larger unions have 
their own “engineering” depart- 
ments. These depart,ments are com- 
posed of experts in lay-out, produc- 
tion flow, job evaluation, and time 
and motion study, and they are used 
in the main for the defence of their 
members. If, for example, a dispute 
arises regardin the timing of a job 

expert is brought in by the branch. 
He  is qualified to discuss this with 
the employer’s expert. Indeed the 
two experts may both come from the 
same technical college. 

Unions and Time Study 
The unions do not object to time 

study, but they hold that it is the 
last link in a chain. Before time 
study is put into operation in a shop 
they insist that the lay-out and pro- 
duction flow shall be put right, and 
that motion study to eliminate un- 
necessary fatigue shall he completed. 
Then, they say. it very often happens 
that time study is unnecessary be- 
cause the higher output has already 
been gained. They resist time study 
being used in a badly-run shop. 

The  T.U.C. is sending a team to 
America to work with this group of 
unions and stud their methods, to 
see how we can genefit. 

One other factor impressed me. 
There is often complete separation 
between the manufacturing unit of 
a factory and its other sections--e.g.., 
sales department. The  sales manager 
of a firm will buy from his produc- 

or the speed o F a conveyor, a union- 

tion colleague, in exactly the same 
way as he would bu from another 
firm. Costs are, tZerefore, fairly 
clear ciit and not smothered by a lor 
of other expenditure. The manufac- 
turing side is not supposed IO make 
a profit (nor a loss, of. course), but 
keeping production costs clear from 
the other activities of the firm does 
tend to throw them continually 
under the spotlight and to make for 
management efficiency. 

Another lesson to he learned from 
studyinp the American production 
system IS that the greater amount of 
horse-power a t  the service of each 
worker, the higher the production 
level. 

Labour-saving Devices 
Most of the practices I have men- 

tioned can be regarded as the respon- 
but there is 

The  fear, of course, is of unemploy- 
ment. For instance, a re-organization 
programme p u t  forward by a 
management was turned down be- 
cause it involved the redundancy of 
12 workers. ’ The fact that a market 
might be lost through high produc- 
tion costs was not considered. 

Such difficulties are usual1 local 
Quite often one finds mecganicai 
aids and fatigue-reducing systems in 
one factory, while in another in the 
same industry organized by the same 
union there is the greatest hostilit 

most of the reforms that .must be 
made in British industry depend 
upon the initiative of management, 
the manaEers must cairy their 
workers with them if the full benefits 
are to be reaped. That is where we 
come i n  

!< 

to these innovations. So althoug K 



Economics of Egg Production 

Oxford economists say that output per bird in Britain has fallen 

be quesfioned whefher eggs should haue been 
included in the gunranteed price system. 

from 120 to 90 eggs a year. Prices are high, and if may 

. 

owrw production makes an pected that in the summer of 1949 
ap reciable contribution both to a population of over go million, a 

third more than before the war, 
1937-38 poultry and eggs made nearly would be found. In this case ,&e tar- 
IO per cent. of the gross agricultural get set for 1952-53 in the expansion 
production of Great Britain and. with rogramme of 1947 will already have 
some redistribution of economic 

agricu P tural and national-welfare. In 

E een achieved. 
favours, they made more than 7 per 
cent. in ioa<-46. For the vear endrne Structural Changes 

0 ,.I , 
June 30, 1949, the value i f  eggs pro- War-time shortage of feeding- 
duced on agricultural holdings will stuffs wrought far-reaching changcs 
have exceeded &o million and that in the structure of the industry. Its 
of poultry meat will have exceeded broad consequence has been the 
E18 million, and it is robable that transfer of egg production from the 

farmer and the backyard pouluy- has exceeded E70 million. 
The .general industry is now of kee er. Half the oultry population 

character. There are producers whose up of flocks of less than 100 adult 
main profits are derived from breed- birds; only one-tenth consists of 
ing-stock and hatching eggs, units numbering more than 500 
s ecialized. hatcheries selling young birds. This has .heen accompanied 
cticks, specialized rearers who sell by significant shifts in the geogra hi 
stock at IO to 20 weeks old or even cal distribution of the industry. 
rear on contract, a few who rear corn farmers of East Anglia and the 
cockerels only for meat purposes. smallholders of Cornwall and the 
commercial egg producers, and mid-Welsh 'border country have 
others who combine two or more of gained at  the expense of Lancashire 
these functions. The s ecialized fat- and Cheshire, the counties where 
tening industry has een reduced pre-war egg production was most in- 
and limited since 1940 and the main- tensive, and Essex and Sussex, one- 

roasters for the London market. 

the total value of pou P try products 

complex and highly organized of I! ngland and 8 a l e s  is now made 

commercial specialist to the general 

time prime sources of poussins and 

This return to smaller units, freer 
ranges, and a more natural environ- 

the war, but has made a much better ment may have brought about a re- 
recovery although not specially vival in the general health and 
favoured in any way. It was ex- stamina of the breeding flock, but 

F p m  D conftibuLian h <hr Weslninrin Ront Rraim, Imdrm.  Avwe. 1049, @ Ihc A&hrd 
Ecronomic~ Rmareh Inbi lv lr ,  O H d .  

more 1 
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lower egg yields and greater seasonal 
variation of output indicate a decline 
in managerial efficiency. Recent 
estimates of the annual output per 
adult bird do not exceed go eggs as 
compared with 120 before the war. 
The specialists lay claim to a poten- 
tial yield of u to 200 e gs per bird, 
given a free cioice of L i n g - s t u f f s  
and equipment. 

Imported Supplies 
Apart from considerations of 

foreign exchange, the Ministry of 
Food is now able to choose between 
a large number of sources of at least 
one of the "high-value protective" 
foods. This year eggs will be coming 
from Canada, Australia, Africa, Eire, 
Denmark, Holland, Poland, Yngo- 
slavia and Hungary. Partly as a 
result of the cuts in Canadian pur- 
chases, imported shell eggs are lin- 
likely to constitute such a large pro- 
portion of the total supply as last 
year. But by 1952.53 producers in 
Denmark and Eire propose expand- 
ing their despatches to this countr 
up to a point where they alone wi 1 
export snfficient to exceed last year's 
total imports by one-quarter. Under 
the new five-year agreement Poland 
will be sending 432 million shell eggs 
per annum by 1952-53, together with 
proportionate qiiantities of frozen 
eg@ and table birds. 

Ultimately interest will be centred 
on relative costs. Shell eggs are now 
arriving a t  our ports. Here are 
some average prices' (per dozen 
c.i.f.): Irish, 3s. z;/,d.; Danish, 

1' 

3s. id.; Dutch, 3s. 5d.; Polish, 
zs. ~ o s d . ,  and Australian (stored), 
2s. 3d. Internal farm prices have' 
buen set at a high level in order to 
finance the desired expansion of the 
industry and bring forward supplies 
which otherwise would nor pass 
through the normal channels of 
wholesale and retail trade. The cur- 
rent arerage price surpasses that for 
Danish eggs, which are not markedly 
inferior to the home product, by 32 
per cent. 'The overall subsidy on 
home produced eggs has been run- 
ning at is. io?/d. er dozen.+ Con- 

mum farm prices of 3s. 6d. per dozen 
in 1949-50, 3s. 4d. per dozen in 1950- 
5r, and 3s. 2d. per dozen in 1951.52. 
may begin to question whether eggs 
should ever have been included in 
the guarantced price system. 

In spite of the recent increase 
inside the United Kingdom, the 
world rice of coarse cereals has 
decline! substantially. Moreover. 
the main factors in raising costs of 
production in recent years have been 
the restriction on scale of enterprise 
imposed by the dispersal of feed 
resources over a large number of all 
grades of operators, and the burden 
of preparing inconvenient sub- 
stitutes. Sooner or later the various 
types of animal feeding-stuffs should 
be diverted to their most appropriate 
uses, and their conversion into eggs, 
ig meat. etc., concentrated in the 

Rands of those who can carry it 
through most efficiently and at the 
lowest cost. 

sumer-taxpayers, P aced with mini- 

Lmt y w ' 8  Octolrr l h p o r t  prlccs 81mwed odr rnlnnr I I I P ~ c . ~ ~ ~  orel thoro milng In thc Sodog 
t Dr. BvrnmcrskID, B o w  or Commons. 

-- 
Accurate Statistics Wanted 

I would u r ~ e  that in the monthly statistie of import and export which purport 
tn show the balance of payment position, it should be made clear what amount 
of our exports was unrequited. Until this is done. the figurer given are hften' 

4 3  

most deceptive. dlr. Rollcr FlrlCAn. X.P .  ( C a r . ,  Ilur",). Tar Timrr.  A u M  11. 
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Progress R p r t  o n  
Inrernurionol Trade Orgonisarion 

Conlwtrrd/rvm pay.. u.I1. 

Undcr the Agrccment existing 
quantitative restrictions may be 
maintained, If new restrictions are 
imposed, or existing restrictions are 
intensified, for balance-of-payments 
reasons, consultations must be held. 
The first such consultation took 
dace at  Annecy with the Union of 
kouth Africa. 

Non - discriminatory protective 
meastires imposed for purposes of 
development may he maintained if 
thcy have been in force on Sept. I ,  

194;. and similar new restrictions 

inay be introduced after "pr,ior 
approval" by the contracting parues. 
Ceylon has made an applicauon for 
"prior approval." This application 
and the measures in force in 1947 
wcre examincd at Annecy. 

In order to avoid an overloading 
nf the sessions with fact-finding and 
investigations, it has been decided 
that the Secretariat of the Interim 
Coniniission of the IT0 should 
undertake the preparation of infor- 
mntion and documents for all ques- 
tions that ;re to be discussed at ihe 
Sessions of the Contracting Parties. 
In addition, plans have bcen niadc 
for the meeting of committees be- 
tween the sessions. 

The Arithmetic of .E Devaluation 
What is plain now is that the change which devaluation demands in the 

British people's work will in any c a ~ e  be very large. If foreign prices do not 
fall and if in order to sell more the prices of British exports have to he cut to 
nearly the full extent of the devaluationsay by 25 per cent. on the average- 
then we shall have to export about 36 per cent. more in quantity simply to go 
on earning the a m e  volume of imports as we have been doing. In fact, of coune, 
we must earn much mort Devnluntion in itself will probably reduce rather than 
increase the sterling nrea's earnings of dollan from the export of raw materials. 
On the most optimistic assumptions. the losses from Britain's gold reserve 
cnn hardly be stopped until Britain's own exports of manufactured goods earn 
twice as many dollars n~ they have been doing sp for this year. T o  double the 
dollar income from exports is likely now to demand an increase to as much 
BS 270 per cent. I n  sterling, they will have to he worth 8s much 
as E300 millions a year mare. That is an extra 17 per cent. on the present 
value of our exports to the whole world. I t  means that we have to send to the 
dollar countries nn extra 3 per cent. of our total national output of goods and 
services of all kinds. That would be enormous change for n country far 
more flexible economically then Britain hsn lately been. But it is the size of the 
task we arc compelled to undertake. 

MmwheM Bunlion (Lader) Se#& Po. 1048. 

by quantity, 

Mr. Douglas Jay, M.P. ! 
Mr. Douglas Jny, M.P., Economic Secretary to the Treasury, will address ! 

I a meeting of the Economic Research Council in the An- Room, 55,  Park 
Lane, London, W.1., on Wednesday. November 2, nt 8.0 o'clock. Non- 
membem may attend if they will send a note saying that they intend to he 
present to the Secretary, Economic Reocarch Council, 18 South Street, London 
W.1. 



Double or Quit 
By the 

Ht. Hon. R. G. CASEY, D.S.O., M.C. 

The'author has so wide and varied an 
experience of public life that anypro- 
nouncement by him on political or 
administrative problcms must receive 
serious consideration, Afier distin- 
guished service in  l e  Jirst World War 
he became successive@ Federal Treas- 
urer, Australian representative in  
London,Australian Ministerto U.S.A., 
Minister of State in the Middle East 
with a seat . i n  the War  Cabinet, and 
finally Governor of Bengal. 

p, Australia's populatioii is 
within a hundred miles of 

Sydney and Melbourne, and its vast 
undeveloped open s aces arc a waste, 

Australia's survival. Half-way up 
the Queensland coast the Burdekin 
River flows into the sea. It drains 
an area two-thirds the size of the 
State of Victoria. The  Burdekin is 
like many big Indian rivers-an 
almost dry bed of sand for half of 
the year-then coming down in 
angry spate, overflowing its banks in 
a great flood. About every I O  years 
it overdoes this flooding business and 
clevastates Iarge areas, carrying 
bridges away and breaking the road 
and rail communications between 
the northern 3nd southern halves of 
Queensland's coastal areas. T h e  
Burdekin Valley is being made the 
subject of expert examination in  
several directions-to see if it is pos- 
sible to erect great water conserva. 

ii  provocation an 1 a tncnace to 

tion dams on its up er reaches-to 

soil of the valley-and to sec if pas- 
ture grasses and strains of tobacco 
and cotton can be developed that 
will flourish under tropical irrigation 
conditions. If these researches bring 
satisfactory answers, then the reat 
Burdekin Valley scheme wilf be 
undertaken, under which the annual 
flooding menace will disappear-a 
quarter of a million acres of irrigated 
pasmre land will be created for fat- 
tening cattle, as well as some tens of 
thousands of acres of irrigated 
tobacco and cotton land--on which 
some thousands of Australians will 
have new opportunities and good 
prospects:This great project will not 
come about overni h t  It will take 
probably three or &U; years to find 
the answers to the problems involved 
-and then some millions of pounds 
to create the necessary great public 
works. However, it is one of the great 

discover the type an s quality of the 
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potential stimulators of develop- 
ment and settlement-a great poten- 
tial Australian asset. We must solve 
the many problems that will turn i t  
from primeval bush into a great new 
cradle of Australian settlement. 

Two hundred miles south of the 
Burdekin lies another area-a wholly 
different area-about which much is 
likely to be heard in a few years’ 
time-the area close to the small 
pastoral town of Clerniont, 200 miles 
inland from Rockhampton. 

A few miles out of Clermont lies 
thc vast Blair Athol coal deposit- 
at least 2w.wo.ooo tons of first-class 
steainin coal, 50 to goft. thick, lying 

ex >osed in two great open cuts-an 
unielievable si ht--one of the won- 
ders of the worfd. We have become 
used to thinkin of coal in terms of 

thousand feet in the bowels of the 
earth. The Blair Athol coal deposit 
is as high as a six-storey building 
and covered by less than its own 
depth of over-burden. The process 
of winning the coal is no more than 
the mechanical pushing awa of the 
thin crust of overburden, basting 
out the coal, some thousands of tons 
a t  a time, and grubbing it up in 

reat mechanical shovels into trucks. 
h i i s  is now being done by two local 
enter rises, which are winning a total 

maximum that the overworked nar- 
row-gauge railway from Clermont to 
Rockhampton can carry. T h e  pros- 
pect is that the Blair Athol de sit 
will be taken over by a single p“ arge 
private enter rise corporation with 

3% million tons of coal will be won 
annually in place of the present 
300.000 tons. 

However, this again will not hap. 
w n  in a short time. It will entail 
. ’ ,? construction of a new broad- 
’. 3 *  

just un i er the surface. The  coal is 

a seam a few f eet thick, buried a 

of a R out 300.000 tons a year-the 

about 1 2 0  mi I ;  lion capital-and that 

665 
gaugc railway to thc coast, solely for 
the rapid and large scale moving of 
the coal from the open cuts into the 
holds of lar e ocean-going colliers. 
It will entai-the acquisition of a 
fleet of colliers-many hundreds of 
great earth and coal-moving 
machines and trucks-the creation 
of a water supply-the moving of 
the present Blair Athol township- 
coal screening and storage capacity 
on the grand scale-and much else. 
.C~~,ooo.ooo will not be too much, nor 
five or six years too long to bring 
this gigantic unit of new Aostralian 
production into being. 

Australia now produces under 14 
million tons of coal a year. Blair 
Athol will add 25 per cent. CO this- 
another 3% million tons a year- 
which will release Australia from the 
thraldom of a chronic insufficiency 
of coal and will turn us into a coal 
exporting country. 

It is not possible to see these de- 
velopment areas without being im- 
pressed by certain overall considera- 
tions. The first of these is prompted 
by the fact that Australia IS a 
capital-hungry country, in that our 
annual savings are insufficient to 
finance the rate of development of 
our natural resources that we must 
achieve, if we are going to populate 
Australia quickly enough JO survive 
for much more than a generation. 
This means that we must attract 
capital from overseas - either 
Governnient or rivate enterprise 
capital, or both. There are only two 
countries from which such capital 
can come-Britain and America. 
The Blair Athol coal enterprise will 
represent British private enter rise 

scale. The “Food for Britain 
Scheme” represents IarFely British 
Government money. It is supremely 
important for Australia that each of 
these enterprises should succeed- 

capital on what is, for us. a P arge 
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because if they do, they may well be 
the forerunners of further migration 
of capital from overseas. 

A second consideration is rliis. The 
war taught Australia, amon st other 
things, the use of large-scafe earth- 
moving and other mechanical 
labour-saving equipment. I speak of 
the larger forms of Diesel tractors. 
hiilldozcrs, mechanical shovels, grab- 
lilies-and all the rest. Generally 
speaking, the only equipiiicnt of this 
surt that we possess is that which was 
left over In Australia b the 
Americans. We are already short of 
such equipment. We are going to 
need considerably more in the next 
I I I  years for the economic develop- 
inent of our natural resources. Some 
of it no doubt we can make for our- 
sclscs. Some of it we can get from 
Jsritain. Bot the only present source 
of the lar est a n d  most highly 

any,other country is goin to catch 
1 1 1 1  with them in the projuction of 
this specialized type of equipment in 
the years immediately ahead. But 
tlie United States is practically closed 
to u s  by reason of the dollar sllor- 
tage. Unless we can do something 
about this, our development is going 
to be slower than it could and must 
he. 

Would it not be wise. therefore, 
ro make a survey of our probablc 
requirements for all pur wses in 
heavy earth-moving and other 
pioneering equipment over the 
period of say, the next I O  years-to 
decide what part of it can be made 
in Australia and in Britain-and to 
seek to make a deal with America 
for the rest? No doubt the value 
of the total would be large. yet I 
would he surprised if a scheme could 
not be evolved under which we could 
meet our requirements. 

The pick and shovel liave given 

devclo ed o f such equipment is the 
Unite s States-and it is unlikely that 

way to the giant bulldozer and thc 
test tube as niodcrn pioneering tools. 
Picks and shovels were chea but 
slow. Bulldozers and scientigc rc- 
search are expensive but relatively 
quick. 

In our proper enthusiasm for the 
phenomenal development of our 
secondary industries in recent years. 
do not let us forget that we must 
>reserve some reasonable balaiice 
Imween.priinary and secondary pro- 
duction. Exactly half of our total 
population in Australia is within a 
Iiundrcd miles of Sydney and Mel- 
bourne. Great and growing popula- 
tions in our capital cities are not of 
thcmselvcs oing to mean salvatioii 
-unless a t  t R e same time we rcnicn- 
ber that we are a eople in the 
pioneering stage an B that under- 
developed open spaces are a waste. 

On the “worker-boss” problem, the 
author believes that the major re- 
sponsibility for the solution rests 011 

the employers. It is a Ion term pro- 

have to suffer many sctbacks and 
rebuffs. 

“I am convinced that honicw 
~iathetic treatnient is an essential 
part of the process of betterment, 
and it will be necessary to persist in 
spite of everything. 

“In the United States there is a 
constant movement from the lower 
ucouomic levels U wards to, or to 
wards, the top. Tgere is little or no 
envy and malice on the part of those 
who are, for the time being, a t  the 
hottom of the ladder, because they 
have the constant spectacle of others. 
no better placed than themselves. 
moving upwards without anyone trv- 
irrg to keep them down. 

“It was Theodore Roosevelt, in 
t ~ i .  who first formulated this con- 
ception of the ‘vertical‘ structure of 
American society, or, at least, it was 
From his writings that I first heard 

cess during which emp f oyers will 



Sir John Mactagggart. Bart. 

Vice-Presidents : 
Dr. Wilfrld Hill (Founder and Part-President) 

Sir Richard Gregory, Bart., F.R.S., Sir Richard Paget, Bart. 
Honorory Treorurer : Sir Geoffrey Bracken, K.C.I.E. 

Honorory Secretory : Lady Rhyr-Willlamr, D.B.E. 

* * *  
Annual subscription : 5s. Address: 18 Soufh Street, W.l. 
The Economic Research Council was created in 1943, and is 
recognised by the Treasury as a non-profit making research and 
educational organisation .in the field of Economics and Monetary 

Practice. 

......................................................... 
j B U S I N E S S  P U B L I C A T I O N S  LTD.. 
I 180 Flsst S f m e t  London. E.C.4. 

To #et the maximum bonefir from this : I endom r m i i u n c s  of ............ for which please 
i send ............ Desk fecrsuri~i .  4t0, ar101- : ............ 

Desk Secretaries F' inp.  at 1116. in% tax and carris~$. 
j : Nom ............................................................... 
: Mdrur ......................................................... ED1 

s f f i r i s n n  davica. rou should ~ l l c e  0-0 on the 
desk of .vary important O X m c Y d v ~ .  But. Y 
supplia. are short. PI.". rill /n and pow the 
COUPO" NOW. 

THE EASTERN ECONCPiMIST 
* Is the leading financial journal of India * It is published at New Delhi every Friday * Has contributors in ail parts of the world 

* Specimen copies from 
* Anoual Subscription for United Kingdom fi 4. od. 

THE EASTERN ECONOMIST 
2-3 Salisbury Court, Fleet Street, London, E.C.4 



DOUBLE ( 

of it. Since then this conception has 
become part and parcel of the 
American way of life. The sooner 
we realize that anyone can rise in 
the world by ability and effort, if he 
sets himself to do it, the better and 
more progressive a community Aus- 
tralia will be.” 

Here the author speaks out of his 
experiences in the Middle East and 
India. 

“There is no myster or hocus 
pocus about the 0. and L. (Organi- 
zation and Methods branch of 
British Treasury) specialists. They 
are men who have made organiza- 
tion their job.. They have studied i t  
in countless enterprises. Their first 
question when they tackle a new 
enterprise, whether it is an industry 
or a Government Department, is: 
‘What is this show required to do?’ 
They quite proper1 insist on etting 
this down precise T ‘  y in blac f c  and 
white. They then subject the head of 
the enterprise and the head of each 
branch and section to critical cross- 
examination as to his functions and 
how he carries them out, including 
his relations with the man above, 
and the people below, and the people 
on each side. They almost inevitably 
have considerable difficulty in get- 
ting individuals to be precise, par- 
ticularly in the case of an old- 
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eatdished enterprise or department. 
However, they insist on precision 
and if they fail to get satisfaction 
froin any individual as to his func- 
tions and relations, the endeavour 
to build up what they gelieve they 
should be from the man above him 
and the eople below and on each 

through an organization in this way 
they h a y  a pretty good idea as to 
w h t  LC is all about. They then sit 
down with all the evidence they have 
patiently collected and see what im- 

rovenients they can work out. The 
!ow-shect of responsibility and 
authority is the main framework. 
When that is settled to their satis- 
faction, they deal with the location 
of typists’ pools, registry, telephones, 
messenger and despatch services, 
returns. accounting, and all the rest. 
They examine all returns and 
reports, and endeavour to .  ensure 
that only the facts and figures that 
are really needed are made tHe sub- 
jcct of returns. They investigate the 
mcdianical aids in use and whether 
more office mechanization is justified 
and. if so, what sort. They investi- 
~ a t e , a n d  report on the lighting, ven- 
tilation, sanitation, rest facilities and 
all else that has to do with the com- 
fort and convenience of the em- 

side. Wien  P they have gone right 

ployees.” 

POLITICAL ECONOMY-A MARXIST TEXTBOOK 
John Enfon. (Loccrcnce ond Wirharf, London). 

This is n textbook, the result of two in no sense an objective study because i t  
work by a Kroup of ~~~i~~ proceeds on the assumption that what 

M a x  and Lenin have said must be right 

theories must be wrong. 
economists. I t  is a clear exposition of and that therefore all economic , 

Marx’s main economic doctrines, hut it is 



c,j" THE ECONOMIC DIGEST 
PRICE CONTROLGOVERNMENT INTERVENTION OR THE FREE 

MARKET 
F. R.  3. Jamir. (Hutchinrods Srimrific and Technirol Publicotionr, London, 1216). 

, A straightforward explanation in simple 
language of what the price system means, 
how if works, and the effects of Price. 
control on the market mechanism. In he quotes at length with approval. 

painting out the disadvantages of price 

representations of the loimy-faire school of 
thought, especially of Adam Smith whom 

the author corrects 

THE THEORY OF ECONOMIC CHANGE 
B. S. Keirrfeod. (Macmillan, 25/-). 

The author is Professor of Political 
Economy nt McGill University, and he 
writes explicitly for the advanced student 
rather than for the undergraduate or 
professional economiSt. He apologises for 
presenting '' a collection of more or less 
related essays " instead of rewriting them 
to produce an integrated thesis. The  
apology is unncccssary, for the book is far 

more readable and provocative in its 
present form than the textbook that would 
haw come out of revision. Is it not a 
rather considerable feat to have presented 
thk story of the rise and fall of the Liberal 
Party in England in three-hundred words f 
That is just one of many incidental pages 
that would certainly have been sacrificed 
in m y  tidying-up process. 
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f rom i t s  efforts:- 
I. Important new methods of CANCER effective treatment. 
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ers to seek early diagnosis, 
which either disposes of 
their  anxiety o r  gives more 
hopeofsuccessful treatment. 
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’ iv. 

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

So, according to Shakespeare, spoke King 
Richard 11-rather belatedly-when he felt his life to 
be in danger. To-day, also, there are many people who 
leave the drawing up of their Wills until they are im- 
pressed with a sense of urgency; others handicap their 
dependents by not making a Will at all, or by leaving 
one which is not fully effective. 

To find amongst one’s personal friends the 
ideal Executor is frequently no easy matter and, in any 
case, there is unfortunately no guarantee that such a 
friend, when found, will survive to complete his task. 
What is more, the duties and responsibilities involved 
are onerous, requiring much time and thought and also 
wide knowledgr. Why then burden your friend-or your 
wife or husband-when the expert services of the “Atlas” 
can be secured at very moderate cost? Such an 
appointment will ensure not only that your Estate is 
administered writh experience and invested with skill, 
but that it will be attended with continuity of service. 

Write jar an Pxplanaiory booklet io 
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