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EUROPEAN UNION 
By R. F. HARROD 

This anahsis of the political and economic problems from 
an article in “Lloyds Bank Review ” amounts to a severe 
commentary on the trend of discussions a t  the recent Hague 
Congress of Europe, at which the author was a delegate. 

THE main basis of British policy 
must be close co-operation with 

the United States. This is generally 
agreed in principle, but has been 
imperfectly achieved in practice. 
First priority must be given to the 
requirements of this policy and 
nothing must be allowed to conflict 
with it. It does not damage but, 
on the contrary, serves to promote 
the interests of the countries of 
Europe. If the United States and 
Britain have the same aims in the 
matter of world economic equi- 
librium and agreement upon the 
principal methods of achieving 
those aims, then progress is possible 
not only for these two nations, but 
for the world as a whole. If they 
are  at odds in their aims or, having 
common aims, are at odds in the 
methods by which they should he 
achieved, then it is quite certain 
that the economic disorders of the 
world will continue, and European 
Union will prove a mere bauble. 
This close co-operation is not only 
desirable, but possible, owing to the 

“L loyd$  Rank RI,  

fact that those who guide informed 
opinion and general opinion on 
economic matters in the two coun- 
tries share this basic conviction - 
which is not in common currency 
everywhere - that the economic 
interests of nations are funda- 
mentally in harmony and what 
benefits the part tends to benefit the 
whole. This is the philosophy of 
Adam Smith, which, in its broadest 
outline, remains intact in the two 
countries, British socialism being, 
still, closer to that tradition than to 
the tradition, whether of Marx or 
the Nazis, which sees economic 
claims as essentially containing the 
seeds of conflict. Ry harmonious 
collaboration, the two countries can 
do much to create a stable and 
prosperous world ; there is no other 
way to this happy outcome. 

The next principle of British 
policy is thc maintenance of econo- 
mic harmony within the Common- 
wealth and IEmpire. Superficial 
minds have recently endeavoured to 
present these two principles of 

Jim,” July, 1918. 
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policy as opposed. They have 
always, in their armoury o f  argu- 
ments, the instance of American 
dislike of Imperial Preference, born 
partly of age-old historic causes 
and partly of the special conditions 
which surrounded the Ottawa 
Agreements. No doubt there is 
matter for friction here but, in the 
setting of the world economic prob- 
lems of to-day, this subject of 
difference is relatively small, and it 
can undoubtedly be ironed out by 
goodwill and honourable dealing. 
On the other side must be set the 
fact that the continued adhesion of 
Canada to the economic constella- 
tion of the Commonwealth and 
Empire is entirely dependent on 
Anglo-American accord. And i f  
that accord were seriously dis- 
rupted, South Africa would soon 
pass out of the British orbit. This 
would leave an attenuated Common- 
wealth. Thus the policies of close 
Anglo-American accord and the 
maintenance of harmonious econo- 
mic relations in the Commonwealth 
are interlocked. Then, it must he 
said that should differences arise 
between the United States and 
Britain and our relations degenerate 
into those of economic warfare, the 
position of the dependent Empire 
would become precarious. 

I t  is surely plain that a weak 
British Empire in disaccord with 
the United States is not a viable 
entity. 

No Conflict 
Thus there is no conflict between 

an American policy and a Common- 
wealth and Empire policy: on the 
contrary, the maintenance of such 
a great world grouping with har- 
monious mutual arrangements is 
the best hope for the future both 
of Britain and of free countries 
outside the grouping. W e  must 
always have this in mind in con- 
sidering projects for a European 
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Union. There need be no conflict, 
provided that the objectives and 
methods of the Union are wisely 
devised. 

Closely connected with the two 
principles stated is loyal adhesion 
to the great international bodies 
and to their principles- to the 
International Monetary Fund, the 
International Bank and the Inter- 
national T r a d  e Organisation. 
While these are world-wide in their 
ambit, they stem directly from the 
thoughts and plans of the Ameri- 
cans and the British, with the 
Dominions called into close con- 
sultation. These international bodies 
are our own progeny, and we must 
at no point neglect their interests. 
To devise European arrangements 
in conflict with them would be 
short-sighted, both for us and for 
Europe. 

I t  is into this framework that the 
European Union has to be fitted. 
Such a Union, dealing on a regional 
basis with certain specific common 
problems, does not jar with the 
ideas and aims of the world- 
embracing institutions. , . , 

I t  is necessary to consider the 
longer term items of economic 
policy for a European Union. 

The question of currency natur- 
ally has first place. The economic 
section at the recent meeting at the 
Hague put “ t h e  unification of 
currencies ’‘ as an “ ultimate objec- 
tive.” But what is a ‘‘unification 
of currencies ” ?  I t  is not surely 
a question of abolishing the old 
historic names. In the true econo- 
mic sense, a gold standard provides 
a unified currency for all nations 
which adopt it. The  gold standard 
presumably was not meant: and 
surely something better is possible. 

I suggest that what this phrase 
should mean for the Union is that 
its members have well-managed, 
stahle, and mutually interchange- 
able currencies. 
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EUROPE. 
Of greater moment and riclaiite 

is the proposal fo r  a “Customs 
Union.” This project, with its 
historic background, tends to excite 
interest, although it is not in the 
forefront of what economists have 
been thinking in relation to modern 
economic ills. The  project, how- 
ever, must certainly be carefully 
considered, and, if wisely adapted, 
might be productive of yery great 
beneft. None the less, it must be 
frankly stated at the outset that a 
Customs Union in the traditional 
meaning of an area with no internal 
tariff obstructions and one identical 
tariff wall against all those outside 
the area, would be unacceptable to 
Britain. The difficulties are  insuper- 
able, and wishful thinking which 
hopes to overcome them is doomed 
to disappointment. 

In  thc fitst place, Britain will not 
consent to differentiate against the 
produce of the Commonwealth and 
Empire. There are nations in 
!Europe who would refuse to allow 
produce of the British Common- 
wealth and Empire in duty free. 
Even i f  the project for a Customs 
Union were modified to allow low 
maximum rates of duty as between 
the countries of Europe, the same 
argument would apply. Britain 
would refuse to impose a higher 
rate on the Commonwealth and 
Empire produce, and some nations 
of Europe would refuse to allow 
this produce in at the low intra- 
European rates. 

I t  might be argued that the 
nations of Europe should he pressed 
to accept the Commonwealth and 
Empire as, for this tariff purpose, 
part of the Union. I t  might be 
represented to them that the great 
advantages they gained would make 
it worth while to let in Cnmmon- 
wealth and Empire produce duty 
free or at the low maximum rates. 
I t  is hardlv likely that they would 
be persuaded; but, even if they 

AN UNION 
were, there would be a fatal objec 
tion on the side of the Dominions. 
They will not allow European 
manufactures in duty free or at the 
low maximum rates. These are 
stark facts, and it IS idle to waste 
words upon them, 

lmperial Preference 
Further, in this connection, it is 

necessary to  consider the position 
of the Unite& States. Britain has 
solemnly bound herself, several 
times over, not to increase the 
margin of lmperial Preference 
against American goods. She cannot 
just forget these obligations. Nor 
would it be in her interest to do so. 
An old-fashioned customs union 
(or preference union) would place 
her in an impossible situation. So 
as not to discriminate against 
Commonwealth and Empire goods 
compared with :European goods, she 
would have to bring rates on the 
former into line with those of the 
latter. So as not to increase the 
Imperial Preference margin againsi 
the United States, she would have 
to maintain low duties against 
United States goods. With a 
customs union in the old-fashioned 
sense, the European countries 
would have to have like duties 
against American goods; but they 
would not consent to this. Thus 
B r i t a i n  would be under the 
strongest pressure to discriminate 
adversely against the Common- 
wealth and Empire. Her  European 
neighbours would not consent to 
a reduction on American goods: 
without such reduction she could 
not reduce on Commonwealth and 
Empire goods, unless she violated 
her pledges; and so she would be 
under extreme pressure to have 
higher duties on Commonwealth 
and Empire goods - perhaps sub- 
stantially higher-than on European 
goods. Furthermore, it is clearly 
not in the long run interest of 
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the re-equipment requirements of 
British industry that Britain should 
be compelled to discriminate at a 
high rate against American equip- 
ment compared with, say, Geriiian 
equipment. . . . 
Problems of Full 
Employment 

The scope of operation of an 
Economic Council of E u r o p e  
should by no means be confined to 
the age-old question of customs. 
We must turn our eyes to other 
economic problems. When the 
transitional phase of inflation is 
over, what will the principal econo- 
mic problem be? Surely that of 
depression a n  d unemployment. 
Means have to be found for main- 
taining the economic resources of 
the world at full work. This is 
certainly a problem for the great 
international agencies that have 
been set up. Nothing should be 
done to interfere with !heir pro- 
jects, At  the same time It must be 
confessed that even i f  all the plans 
so far  developed were in ful l  arid 
active operation, the problem of 
world employment and the preven- 
tion of depression would not be 
likely to be completely solved. W e  
have only gone part of the way to 
their solution, even on paper. The 
International Monetary Fund with 
its tlexibilities will be useful;  the 
International Rank may provide 
for  great developments impossible 
without it. None the less, he would 
be a rash man who was confident 
that these institutions could by their 

.unaided efforts on lines at present 
contemplated save the world from 
slump. Under the International 
Trade Organisation the various 
members are committed to do their 
best by their several domestic 
policies to sustain the effective 
demand for goods. But what are  
these policies likely to be? This 
realm has to some extent been 

charted in theoretical analysis, but 
has not yet been explored in action. 
Despite pressure from certain 
quarters, there has been some hesi- 
tation in the formulation of specific 
measures in the sphere of domestic 
full employment p o I i c y .  The 
nations have been unwilling to 
commit themselves. Tt has not been 
altogether clear what detailed pro- 
jects should be written in, to . 
supplement general paragraphs. I t  
is possible that the attempt to get 
down to detail through agencies of 
world-wide scope i s  over-amhitious. 
Be that as it may, it can do no 
possihle harm for regions of 
smaller ambit, albeit larger than 
national units, to push ahead with 
this work. After all, the mainten- 
ance of high employment remains 
our central problem. Let the 
Enropean Union see what can be 
done ahout it. Here is fruitful 
ground; here i s  an opportunity for 
making an early start in planning: 
we do not wish to wait until the 
eleventh hour to improvise what is 
necessary. Puhlic works are clearly 
a suitable suh-heading for this item 
of agenda. Not only shoiild nations 
agree to consult with one another 
on synchronising the acceleration or  
slowing down of their own public 
works: there is also the possibility 
of joint public works on a con- 
tinental scale. 

Budget Deficits 
Then there is the problem of the 

hudget. This i s  a vexed question 
for Europe. Would it be too much 
to ask national Governments to sign 
away the right to have budget 
deficits save as and when allowed 
by the E c o n o m i c  C o u n c i l ?  
European countries have suffered 
much from budget deficits. Here 
is a cause to which the enthusiasms 
of United Europe could be most 
beneficially harnessed. I t  is a prac- 
tical matter. There can surely be 
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no dispute on principle that it is 
right that the public authorities 
should balance their accounts. 
Could a nation be deemed to be 
sacrificing something important in 
its national sovereignty, or derogat- 
ing from its dignity and freedom, 
in  pledging itself not to do what by 
common agreement it is wrong in 
any case that it should do?  Nations 
would be asked that as :i general 
rule they should balance their 
budgets. But this would be com- 
bined with the project for having 
unbalanced budgets :is and when the 
Economic Council laid down that 
unbalanced budgets were required 
by the phase of the trade cycle. 

Buffer stocks appear to have 
passed out of the programme of the 
International Trade Organisation. . . , But we should not despair. 
When we come face to  face with 
trade depression, it may well appear 
that the orderly maintenance of 
buffer stocks is the most hopeful 
remedy. Ideally, these should con- 
sist not only of primary products, 
but of standard processed articles. 
Here is an opportunity for the 
European Union to blaze a trail. 

Even after the transition, it may 
prove dificult for the nations of 
Europe to allow unfettered export 
of capital overseas. Such a prohi- 
bition is allowed by the Inter- 
national Monetary Fund. None the 
less, it might be feasible to allow 
unfettered movement within the 
Union. I t  might be a great benefit 
to have surplus savings in one part 
of it made available for needful 
capital investment in another. The 
machinery required for allowing 
free movement in the Union while 
preventing external leakages could 
be appropriately entrusted to an 
agency of the Union, which would 
work in co-operation with the 
central banks of the member 
nations and with the International 
Monetarv Fund. This auestion was 

very brielly discussed at the Hague 
and suspicions were expressed. 
There was a tendency to fear that 
the investment of capital by the 
nationals of A in the territory of 
B might lead to the political depcn- 
dence of B upon A. I t  was rather 
a .queer note in a meeting where 
European solidarity was deemed to 
be the leading theme, The Union 
could hardly subsist if such suspi- 
cions remained '.important. And, if 
Europe hopes to draw more on 
United States capital, as it surely 
may, some intra-IEuropean inter- 
national capital investment might 
serve to reduce fears of dependence 
on the American lender. 

Free Migration 
Free movements of capital could 

not be but beneficial. Free migra- 
tion of people is a more doubtful 
project, both in politics and econo- 
mics. Yet oddly enough, delegates 
at the Hague were less inclined to 
be suspicious. Of course, it would 
plainly be an important object for 
the Union to get the greatest 
possible amount of movement on 
the part of its members by way of 
visit. Passport formalities should 
be reduced or abolished. Migration 
is a different matter. Although. in 
general, doubts expressed hardly 
did justice to  the difficulties of this 
proposal, there was a sudden ebul- 
lition on the part of distinguished 
Danish delegates, speaking almost 
in chorus. What  would happen to 
the Danish standards of social 
security? They were in no doubt 
that the project was quite imprac- 
tical. 

Putting these things together, we 
surely have a mighty programme of 
useful tasks to be done by common 
consultation through the agency of 
an Economic Council both in the 
near and the middle distance future. 
Tn essence they should involve little 
invasion of national sovereignties. 
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Nor should they encroach upon the latter is the enemy of the former. 
sphere of action of the world-wide Attempts to have the same customs, 
international bodies. W e  ought to the same tax system, the same 
think mainly of inflation now, and social security system, etc., would 
of anti-slump measures later. This merely lead to needless difficulties, 
gives much more hopeful prospects frictions an& frustrations. They 
of useful work than measures would take men's eyes off the work 
designed to introduce formal unifi- that urgently needed doing. 'They 
cations in the sphere of money, imply a misunderstanding of the 
customs, social security, etc. economic oroblem. Unifications in 

Formal Unification 'Dangers 
I t  is to be feared that at the 

brief Hague meeting attention was 
too much concentrated on these 
formal unifications. In truth, it is 
quite a mistake to identify enthu- 
siasm for the cause of European 
unity with addiction to formal 
unification. On the contrary, the 

themselves are  of no advantage. 
What we need is not that various 
nationals of Europe should have 
identical institutions, but that their 
institutions a n d arrangements, 
diverse though these may be, 
should all alike be informed by the 
common purpose of increasing 
economic strength and avoiding 
unneighbourly action. 

M M M M  

Who's Up? Who's Down? 
T p l e  following table (based on official statistics) shows the striking 

differences in the experiences of selected classes of the popula- 
tion since 1930. Indexes are given for 1930, 1935, 1940, 1945 and 
1947, measuring the command over goods and services afforded by a 
given type of income. Federal income taxes are substracted from 
the income and the balance after taxes is adjusted for changes in 
the cost of living. For purposes of tax conputations the individual 
is assumed to be single and without dependents. 

EXTENT TO WHICH A PERSON IS BETTER OR WORSE 
O F F  THAN IN 1930 

100 = 1930 Living Standard 
1930 1935 1940 1945 1947 

Coal miner . . . . . . . . .  100 104 131 176 191 
Textile worker . . . . . . . . .  100 103 107 127 139 
Automobile worker . . . . . .  100 115 144 142 132 
Printer . . . . . . . . . . . .  100 102 103 97 105 
Railway worker . . . . . .  100 116 131 121 122 
Railway executive . . . . . .  100 112 117 83 78 
Teacher . . . . . .  ... _._ 100 107 120 103 109 
Congressman . . . . . . . . .  100 117 114 69 74 
Pensioner . . . . . . . . .  100 120 117 75 65 
Bondholder . . . . . . . . .  100 88 80 47 38 
Small stockholder . . . . . .  100 64 86 65 79 
Well-to-do stockholder ... 100 63 79 50 58 
Wealthy stockholder . . . . . .  100 52 51 23 31 

-Monthly Letter of National City Batik of New York, July, 1948. 



U.S.S.R. - Big-Scale Industry 
Management 
By T. G. ROSE, M.1.Mech.E. 

M M  

USSIAN ideas on industrial man- 
agement h,ave gone through 

three distinct phases since the 
Holshevik revolution. The  first 
phase, which lasted from 1917 to 
1920, was the ideological period par 
excel lwe.  

But even in this period, true 
worker's control "-in the sense 

of the direct management of indi- 
vidual factories by the workers 
employed in them -lasted barely 
three months. I t  resulted in com- 
plete chaos. The first Russian 
Trade Union Congress, held in 
January, 1918, appreciated this and 
hastened to apply some remedy to 
the rapidly worsening situation. 

The theory of industrial demo- 
cracy was retained, but the practice 
was considerably modified. All 
industrial undertakings, the Trade 
Union Congress recommended, 
should be formed into trusts, and 
managed by committees elected by 
the factory employees. Thus man- 
agement was a t  least recognised as 
a distinct function, belonging to 
certain specified people. 

This recognition was important 
not so much for any great improve- 
ment that it brought about, but for 
the mental 'volte-face that it in- 
volved. It is clear from Lenin's 
earlier writings that he thought that 
industrial management in a com- 
munist state would present no 
problems. He had pointed out that 
capitalist methods had reduced the 
management of an undertaking to 
a mere matter of book-keeping, 
which could be performed by any 

' I  
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person with a little experience in 
the handling of figures. 

Lenin Misled 
That was the position as he saw 

it when he came to power, and he 
was probably misled by the lack of 
any clearly developed thought on 
this subject in the capitalist world 
o f  those days. Management func- 
tions as we know them to-day were, 
of course, all in action to a greater 
or lesser degree; but it is true to 
say that the general management 
of an enterprise both in this coun- 
try and in the United States was 
regarded as one of the natural 
responsibilities of those in senior 
executive positions. The functions 
of production, distribution and 
finance, and the legal and secre- 
tarial functions were all fully 
recognised by that time. But the 
other three - development, per- 
sonnel and industrial relations, and 
general management - were not 
generally accepted as primary func- 
tions until a later period. 

However, the Russian Com- 
munist Party of that time learnt 
rapidly from its mistakes. Indus- 
trial management in the period of 
" W a r  Communism," which lasted 
from 1918 to 1920, was not a 
success. Industrial organisation 
and discipline deteriorated. These 
years are sometimes known as the 
"petrol lighter. period," owing to 
the fact that many of the opera- 
tives, having nothing else to do, 
spent their time making odds and 
ends for their own use. 

2 ErW~ctr fmm " F i ~ ~ i a l  Timw" London. lune 22. 1948 
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In  1920 the second milestone in 

t h e  development of Russian 
theories of management was 
reached at the Ninth Party Con- 
gress. There, Lenin, who was 
never afraid to change his opinions 
when commonsense showed him 
that he had been wrong, laid it 
down-in principle at least-that a 
single responsible manager must in 
future replace the committees of 
management in State enterprises. 
H e  pointed out that although in the 
future the operatives would have 
to produce trained managers from 
their own ranks, for the moment 
the urgent need for individuals 
capable of managing undertakings 
must be met by using such of the 
managers of the old rkgime as still 
survived. 

But the new managers were not 
given unrestricted powers to fulfil 
their tasks. They were still 
watched closely in every step that 
they took, by a supervisory factory 
committee. ‘In 1923, the first con- 
stitution of the U.S.S.R. helped to 
give a clearer definition of the 
functions of the manager and his 
committee-the latter to be general 
and administrative, and the former 
strictly executive. 

First Fiue Year Plan 
In  the years that followed, the 

voice of the operative - the 
worker”-came to have less 

and less influence in management 
affairs. This was the period of the 
New Economic Policy, when the 
capitalist was encouraged to return 
to Russia and help to  bring some 
order into the damaged economy. 
I t  lasted until 1928, when Stalin, 
who had meanwhile assumed con- 
trol, introduced the first Five Year 
Plan. 

Private enterprise was then 
abolished once again and there was 
an upsurge of political doctrinaire 
fervour which led to a new attempt 

, t  

to introduce committee-control of 
management. During the first Five 
Year Plan the managers of indus- 
trial undertakings went through a 
difficult period. They were subject, 
among other things, to  the activities 
of “ Cleansing Committees.” These 
consisted o f  youthful party enthu- 
siasts who would visit a works and 
hold an open session, at which the 
workers - whose attendance was 
compulsory - were encouraged to 
criticise the actions and behaviour 
of their managers from any angle 
they pleased. 

Second Fiue Year Plan 
The people in the managerial 

positions naturally defended them- 
selves in the only way open to 
them. They countered this inter- 
ference with the tactics of bureau- 
cratic inertia, based on the most 
meticulous compliance with every 
petty regulation affecting industry, 
and combining this with a refusal 
to exercise any initiative what- 
soever. 

The results soon became appar- 
ent. The national economy, which 
had hegun to make some progress 
during the period of the New 
Economic Policy, slid rapidly down- 
hill. Then the reaction came. 
From the carly thirties onwards, 
the Stalin rfgiine gradually intro- 
duced a new code of labour legis- 
lation, dealing with working hours, 
absenteeism, direction of labour, 
etc., as a result of which a harsh 
industrial discipline was imposed 
on the Russian worker, and the 
manager was made more definitely 
responsible for results. 

Though the higher executives in 
industry still had to contend with 
some outside interference, indus- 
trial management in the U.S.S.R., 
from the time that the second Five 
Year Plan started in 1933, came to 
approximate more and more to the 
accepted arrangement in capitalist 
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countries. The  I)rocess was helped 
by the fact that the new class of 
industrial managvrs, trained from 
the ranks of the operatives, was 
now emerging from the technical 
colleges in increasing numbers. 

The gradual change that occurred 
in these years only became evident 
in 1939, when the Communist 
Party, at its Eighteenth Congress, 
started on the old game of 
clamouring for " worker's con- 
trol" oncc more. I t  was met for 
the first time by effective resistance 
on the part of the manazers. By 
then they were an established group 
in the industrial structure of 
Russia, and they were able to 
protest successfully against the 
new regulations, which gave to 
I' primary Communist Party organ- 
isations " the right to .  supervise 
the activities of managers of State 
undertakings. 

Non-lnterference 
I n  the following year, the offend- 

ing regulation was withdrawn, and 
the third milestone in the Russian 
experiment was reached. I t  was 
the point at which the inalienable 
responsibility of the manager and 
the principle of non-interference 
with his work were publicly recog- 
nised by the national Government. 
From 1940 onwards the Russian 
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development has continued towards 
a management structure which i s  
now not basically different from the 
one that we have in this country 
to-day. 

In  assessing the meaning of the 
Russian experience in industrial 
organisation since the Bolshevik 
revolution, it is important to realise 
that the principle of single manage- 
ment is  in essence directly opposed 
to pure C o m m u n i s t  theory. 
Throughout the period under 
review, it i s  possible to trace the 
changing struggle between -the 
demands of a theoretical political 
doctrine and the growing inescap 
able evidence that in practice this 
doctrine would not work. 

In  the end, the doctrinaires had 
to  give way, but not before years 
of effort had been wasted in 
endeavouring to manage industry 
hy principles which contravened 
fundamentally the basic laws of 
industrial management, and so 
could not under any circumstances 
produce efficient working. The 
problem for  us in this country is 
that in our approach to thc 
nationalisation of industries there 
i s  a large measure of the Sam6 
ideological outlook as  existed in 
Russia in 1917. Must we tread 
the same path in the wilderness 
before we learn our lesson?- 

. . .., M M  

Employment of Women 
I . '  

. PE country is faced with the task of increasing the female labour 
force. I n  its latest broadsheet, P.E.P. suggests that the most 

helpful means of achieving this ohjcct is to extend the opportunities 
This is a desirable solution from the \vomen's 

point of view, because it  would offer some money and wider interests 
without the physical strain of a full-time job. From the employers' 
noint of .view, the cmploymeiit of part-time workcrs entails careful 
organisation, additional supervision, and Rexihle arrangements. But 
in compcnsation for this extra thought and trouhlc, there is evidcnce 
that part-time workers ~ i v e  goad service, that their output is often , 
better than that of full-time workers, and that they do not compare. 
unfavourahly i n  regard. to absenteeism and !?hour turnnver. 

-P.E.P. Broadsheet, .Vol.'XV, ' N o .  285, J t r l y  23, 1948. 

, '  

, lor part-time work. 

: 
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OSCAR HOBSON 

PROFIT MARGINS AND 
PROFIT SHARING 

M M 1 J )  

T IS becoming increasingly fashion- 
able for manufacturing coni- 

panies to publish with their annual 
report an analysis or "break- 
down" of the disposal of their 
total sales revenue as between cost 
o'f . materials, wages, reserves, divi- 
dends, and so on. The  practim is 
one which might, if it were more 
widelv adonted. lead to useful 

L .  

resuis.  
Substantial difference in the Der- 

centage of revenue devoted' to 
administration costs in a number 
o f  comparable enterprises might, 
for  example, lead the firms with 
high percentages to review their 
administrative machinery with n 
view to effecting economies. A t  
present the number of companies 
which provide this information is 
so limited and there is so little 
uniformity in their methods of pre- 
senting it that it is not easy to 
draw general deductions. 

Variatiom 
From examining the figures 

given recently by a score or  so of 
concerns in widely differing indus- 
tries, I find, however, one rather 
s t r i k'i n g conclusion emerging, 
namely, that the revenue left after 
providing for all production costs, 
for taxation, reserves and dividends 
tends to be an almost constant per- 
centage. The " materials " percent- 
age varies greatly from, say, 65 per 
cent. in the case o f  motor manu- 
facturers like Ford or Vauxhall, 
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down to 31 per cent. for Court- 
aulds, and even lower figures for  
other companies. Similarly, the 
wages (and salaries) percentape 
varies greatly : it is 18 per cent. 
for Fords, 61 per cent. for  Coven- 
try Gauge and Tool, 29 per cent. 
for Courtaulds, 26 per cent. for  
I.C.I., and so on. 
Ten per cent. Lift 

But when all production costs 
(including depreciation) have been 
provided for, there is an almost 
invariable residue of 10 to 12 per 
cent. left for  taxes and the share- 
holders. Of that percentage, taxes 
generally take 5 to 7 per cent., 
leaving, say 3 or 4 per cent. for 
reserves and only 1 to 3 per cent. 
for  dividends. Sample dividend 
percentages are : Ford 1.4, Johnson 
and Phillips 3, Courtaulds 6.2 
(quite exceptional), British Port- 
land Cement 1.2, I.C.I. 2.7. 

A Birmingham correspondent 
who has written to me on this 
subject draws from them a con- 
clusion adverse to compulsory 
profit-sharing schemes as recom- 
mended by the Liberal Conference 
a t  Blackpool. What  he says, in 
effect, and I agree with him, is that  
with wages taking an average of 
say 30 per cent. of revenue and 
dividends an average of say 2 per 
cent., any share of profits which 
goes to the workers could repre- 
sent only an  insignificant propor- 
tion of their total remuneration. 
If profits shared out are to repre- 

" N w x  Chmnicfr," Ivnr 14. 1948 
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sent more than an encouraging 
"tip," it could only be done by 
paying lower wages than would be 
paid by non-profit-sharing firms. 

Fluctuation Risks 
III industries where profits are 

norinally very stable (e.g., gas), it 
may not matter very much whether 
workers are remunerated by way 
of wages or a share in profits. 111 

the great majority of industries, 
however, profits fluctuate greatly, 
and if workers are to take any 
considerable share of average pro- 

fits it means they must run the risk 
of their remuneration fluctuating 
considerably from year to year. 
'Their circumstances are not such 
that they would be justified in 
accepting that risk. The risk of 
low profits o r  of actual losses is 
one which capitalists can take, but 
not workers. 

I am not against profit-sharing 
or co-partnership schemes - far 
from it-but I do think that these 
conditions show that their useful- 
ness has strict limits and that they 
are not a suitable subject fo r  legis- 
lative compulsion. 

M M M M  

Multi-Currency Menace to I.M.F. 
FE band of multiple-currency countries has been increased during 

the past week as the result of the establishment of a new foreign 
exchange system by the South American republic of Colombia. Four 
separate rates of exchange are reported to have been established for 
the Colombian peso in terms of the United States dollar. The 
official rate of exchange will remain unchanged, hut exporters of 
coffee are apparently to receive a rate representing a premium of 
about 5 per cent. on the official rate. The cost to the Colombian 
athorities of this concession will be met by placing surcharges on 
some types of imports. Unlike other members of the International 
Monetary Fund which have resorted to multiple-currcncy systems 
during the past year, Colombia does not appear to have sought and 
obtained the permission of the Fund in advance, judging from the 
Bogota report that the I.M.F. has so far withheld aDDrOva1 of these 
changes. 

The challenge to the whole' Bretton Woods concept which thesr 
infringements of the Fund's rules and regulations present should not 
he underrated. For thc steady increase in the number of countries 
refusing to conform to the principles and practices of the I.M.F. not 
only adds to the temptation to other countries to take'similar action 
but actually applies an indirect pressure upon them to do so. It is 
no secret that the adoption of multiple-currency systems by France 
and Italy, has, and still is, resulting in the loss of dollar exchange 
to Britain by enabling traders in those countries to purchase British 
Soods for re-sale to dollar countries on more competitive terms than 
we can sell direct. Obviously the greater the number of countries 
establishing special exchange rates for special types of transactions 
the greater the opportunity for this type of back-door transaction 
and thr greater the pressure placed upon countries which are con- 
forming to Bretton Woods rules. -THE STATIST, June 19, 1948. 

. 

2 +  



&.,It. WOOD, C.B.E.. F.1.M.T.A 
Capuollcr. Locdon CWN" C0""til 

- H O U S I . N G -  
The  Reckoning:  W h o  s h a l l  pay,? 

Extracts from an Address at  the Annual Conference of the 
Institute af Municipal Treasurers and Accountants, M y ,  
1948. The second part Of extracts f r o m  this most important 

paper will appear in the October issue. 

0 one of the last L.C.C. estates 
to be built before the first 

World War the average all-in cost 
of the 4% houses (that is, includ- 
ing site, roads, and sewers) worked 
out at 6 2 9 0  each. ' At to-day's 
prices, the all-in cost of providing 
a house to this identical specification 
in London would be 61,376, an 
increase of 375 per cent. in less than 
forty years. If it were to incor- 
porate the most up-to.date stan- 
dards the cost woula be substan- 
tially more. Over the same period, 
however, rents have only risen 
about 40 per cent. 

The  Act of 1946, which raised 
substantially the amounts of the 
State contributions, now makes 
them available for general housing, 
and, although by implication the 
new accommodation must still be 
for the "working classes," the 
Minister of Health has stated that 
need of accommodation, and not 
financial resources, should deter- 
mine an applicant's eligibility for a 
place on a local authority's waiting 
list. 

In little over two years the data 
on which the 1946 Act subsidies 
were calculated have been belied by 
events. (See table of tvoical fieures ,. .. 
on opposite page.) 

The Minister of Health has Dub- 
licly declared': "We have to en- 
visage,,a programme of something 

like four to five million houses, and 
even then we should have some 
arrears still l e f t !  " The number 
of additional houses needed to pro- 
vide every family in the country 
with separate accommodation is 
much less than the lower of these 
two totals, and as so large a pro- 
portion of the new programme will 
consist of the replacement of un- 
satisfactory accoininodation it seems 
clear that the rate of progress with 
those replacements will depend 
largely upon the national economic 
situation from time to time. 

Ignoring the time factor, we have 
to recognise that 41 million houses 
(if built entirely by local authori- 
ties) would represent capital expen- 
diture of the order o f  67,000 
Millions at current building prices, 
a figure which compares with the 
6570 Millions of local authorities' 
outstanding loan debt on this ser- 
vice at March 31, 1945, the last date 
for which figures for the whole 
country are available. If the annual 
deficiencies on future new houses 
were as high as those disclosed to- 
day and the State contrihutions 
were adjusted upwards so as to en- 
snre that the deficiencies were 
actually shared hetween the tax- 
payer and ratepayer in the propor- 
tions (hroadly 3 : 1) which the Act 
of 1946 pretends they are at the 
present time, the new programme 
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BASE FOR SUBSIDY PAYMENTS 

Subsidy 
data. 
s .  

Cottage (three-bedrootn)- 
Capital costs- 

Site, roads, and sewers ... si . Buildings . . . . . .  ... 1,015 

Current costs 
(April, 1948). 
52 

110 
1 ,no 

1,100 1,330 

. Rate of interest . . . . . .  3& 

Loan charges .._ ... 4 0 1 2  

' Annual deficiencies- 
;E s. 

1 . Maintenance and manage- 
ment, including repairs 7 8 

3>% .. 

s s. 
47 18 

15 0 

Less-Rent 
4 8 0  
26 0 (10s. a 

~\ - week) 
22 0 

62 18 
29 18 (11s. 6d. - a week) 
33 0 

Contributions io be made by- 
Exchequer ... ... 16 10 
Local rates ... ... 5 10 Stafutdry 

contribn. 
strpp1. 
contribit. 

16 I O  

5 10 

11 0 

would ultimately place a fresh bur- 
den of about 3125 Millions on the 
Exchequer, equivalent to an income 
tax o f  over 10d. in the pound, to- 
gether with an additional charge on 
the rates of over 240 Millions, or 
an average of about 2s. 8d. in the 
pound. Seeing that already the 
rate for  housing in some county 
boroughs (1s. 5d. in 1947-8) was 
two and a half times the average 
for the whole group, one can ima- 
gine the heights which the future 
housing rate burden may ultimately 
reach in some of the more indus- 
trial areas unless the State defrays 
an ,even larger proportion of the 
annual deficiencies or  unless the 
amounts of those deficiencies can 

be reduced. In  certain non-county 
boroughs and urban districts the 
housing burden in 1947-8 was eve!i 
higher thau for  county boroughs. 

Factors Which Increase Costs 
W e  can now proceed to examine 

some of the special factors respon- 
sible for  the heavy deficiencies now 
arisinz on local authorities' housing 
accouits. 

- 
When the State contribution was 

b e d  two years ago the local 
authority associations were uncoii- 
vinced that the charge on the rates 
could be confined to SS 10s. a 
cottage. The State contribution 
purports to be related to the average 
final cost of a standard house as 
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revealed by recently completed 
contracts. In practice this usually 
means that the cost is deduced from 
small-size schemes, without proper 
regard to special expenses asso- 
ciated with large-scale operations, 
particularly in the difficult condi- 
tions obtaining to-day. Examples 
are diversity of elevation, of form 
of construction, and of siting in 
order to avoid architectural mono- 
tony; the importation of labour 
from other districts involving, 
where existing communications are 
poor, the provision and mainten- 
ance of hostels, o r  else transport to 
and from the site; and difficulties 
of terrain involving abnormal ex- 
pense on foundations and other site 
works. Certain problems, too, are 
peculiar to rural areas. For in- 
stance, separate sewage disposal 
facilities have sometimes to he pro- 
vided on the spot :it a cost out of 
all proportion to what would he in- 
volved if a proper sewerage system 
for  the locality was already in 
existence. Similarly for water, 
with the attendant special need t3 
avoid contamination from the 
sewage. In  these areas, too, it is 
usual to provide larger outbnild- 
ings. 

The  risk of architectural mono- 
tony is very real. Rut the net cost 
would be considerably less if the 
houses could be built bv a s inde 
contractor to a mor; or less 
uniform design. 

When large-scale block dwelling 
estates are concerned the extra cost 
is even more accentuated. 

'Apart from the intrinsically 
higher cost of flats because of their 
more substantial construction and 
different design, in the more central 
parts of London, for  instance, the 
larger estates may quite possibly 
contain admixtures of 2-, 3-, 4-, 5-, 
and even &storey blocksl with 
3-storey maisonettes, 2-storey ter- 
race houses and cottages inter- 

spersed. Some blocks may be io 
monolithic concrete with flat roofs, 
or  in other non-traditional mate- 
rials; the higher blocks will all have 
lifts (about which there is very 
little experience yet as to either 
capital or maintenance costs) ; 
access to some flats may be by ex- 
ternal balcony; in others it may be 
by internal staircase. Coupled with 
these and other permutations, will 
be the variations in internal 
planning to cater for  families of 
differing sizes, including one-room 
dwellings for the aged. 

I t  isn't surprising that there are 
variations in building costs up to 
as much as 2350 a flat, a factor 
for which the State contributions 
make no allowance. The  scale 
points vary only according to the 
cost of site and of abnormal works 
entailed. 

Over and above the diversifica- ~ ~~ ~ 

tioii necessary a t  any large estate it 
is essential to provide many ameni- 
ties which might be omitted from R 
small one. Village greens. shrnh- 
heries and hedges, preservation of 
natural features of the site, fitted 
playgrounds - sometirncs on the 
roofs of flats-for the henefit of 
tiny tots living on the estates, meet- 
ing halls, communal laundries and 
drying rooins, gardens and work- 
shops for flat rlwellers. and so on- 
all have to find a .place in the 
scheme of things. 

I t  would, however. he virtually 
irnpossihle for the State contribu- 
tions to make deliberate allowance 
for  special hurdens of this sort. 

Flats or Rouses? ' 

I t  is prohably true that municipal 
housing of the inter-war years was 
inainly characterised by small-scale 
estates, devoid of deliberately 
halanced communities, or of diver- 
sity of architectural design and the 
miscellaneous ancillary concomi. 
tants of a new suburb. 
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Many urban authorities-particu- 

larly the heavy sufferers from war 
damage-will have to build on more 
ambitious lines in future. Only 
two years ago a conference of thc 
Institute of Housing was informed 
that there were 190,OM) families 011 
London waiting lists, Manchestcv 
had a queue of 50,000, Birmingham 
46,000, and Bristol between 23,000 
and 24,000. ‘Even i f  some of the 
early estimates are proving, on dc- 
tailed examination, to have heen :I 
little exaggerated. the alarming 
sizes of the housing shortages in 
many towns, both large and small, 
may cause some hard thinking as 
to the form which their new pro.  
grammes should take. 

Of the first 54,000 London appli- 
cants 31 per cent. needed two-room 
dwellings: 43 per cent. required 
three rooms: and 20 per cent. four 
rooms. The situation may he much 
the same elsewhere, and because of 
the marked differences in individual 
needs, and of the probability that 
many families will almost certainly 
have no children under ten years 
of age, some housing authorities 
who have hitherto looked askance 
at flats may feel disposed to change 
their minds ahout them before long. 
The  blocks can be designed to con- 
tain accommodation of varying 
sizes, and they reduce the extent of 
inevitable encroachment on the 
surrounding countryside. 

Flats are expensive, however, 
and although the State assistance i s  
higher than for cottages where the 
developed site cost is over .f1,500 
an acre, the statutory rate contribu- 
tion has to he correspondingly 
larger also. 

At L.C.C. cottage estatcs thc 
building cost of a bungalow for 
aged couples seems likely to work 
out at slightly over E800 each. 
The  annual deficiency is expected 
to be about four-fifths of that of a 
three-bedroom house. but it attracts 
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the same State contribution. Any 
consequential margin in the statu- 
tory rate contributions helps to 
counterbalance the supplemental ’. 
contributions entailed by houses 
with four bedrooms or more. 

The annual deficiency on a one- 
room fiat in block dwelling i s  ex- 
pected to he much higher than for 
a bungalow, even though only about 
two-thirds of the deficiency on a 
normal size Rat. 

Housing the Old 
Measured in terms of  annual de- 

ficiency per person, accommodation 
fo r  elderly persons is much more 
expensive than the housing of 
normal families. What will sooii 
become a matter of concern to 
Finance Committees is how far  the 
growing numbers of the aged are 
to be provided for under the Hous- 
ing Act and how far  in establish- 
ments maintained under Nationa: 
Assistance powers, involving the 
provision also of “hoard and other 
services, amenities and requisites.” 

Before the war it was customary 
to assume that the normal cottage 
could be completed in about six 
months from the start of work on 
the foundations. Experience of the 
last three years has shown that, QII 
average, twice as many man-hours 
are now required. 

The main causes of this-in- 
creased size of houses. increased 
amenities. the upsetting of the 
rhythm of constructional operations 
through shortages of materials and 
lack of balance in labour comple- 
ments, as well as greatly lowered 
individual output-are known to all 
of us. On some large estates the 
road and sewer works were well in 
hand before the war ended, but are 
the houses all u p  yet? 

Resides this, the natural anxiety 
of local housing authorities to lay 
hands on every suitable housing site 
is douhtless inducing some to make 
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purchases as far  in advance of their 
CapaFity to deal with them as 
Treasury permits will allow. 

The Ministry of Health can 
scarcely be expected to pay Ex- 
chequer subsidies any earlier than 
they are now doing, but the burden 
of unfructified capital expenditure 
is falling so heavily on many 
authorities that it is a question 
whether, when the next alteration i: 
made in the State contributions, the 
Ministry should not be pressed tn 
Iierniit interest charges during the 
development period to he capitalised 
so long as the present exceptional 
delays persist. If this plea were 
accepted interest for  iiii agreed 
notional period would have to be 
regarded as part of the capital costs 
in any fresh sulisidy c:ilculations, so 
long as the concession lasted. 

Increased Repair and 
Management Costs 

Another factor in the swelling of 
the annual deficiencies is the need 
for  much larger contributions Lo 
Repairs Funds. ' At the h4inistry's 
instigation, local authorities started 
their ' Repairs Funds (which are 
now statutory) in 1919, transferring 
to them 15 per cent. of the net rents 
every year. Under later schemes, 
which concentrated in the main on 
low-income families, the general 
rent levels dropped and the 15 per 
cent. transfer hecame quite inade- 
quate. Eventually the Ministry 
were persuaded to accept the prin- 
ciple of relating these transfers to 
the recurrent liabilities falling upon 
the Funds, but they don't see eye to 
eye with the local authorities on 
what the amount of the appropriate 
provision should be. 

In  the 1946 negotiations 2 7  8s. 
a cottage and 214 a Rat (exclusive 
of expenses in connection with 
lifts) were as far as the Ministry 
would go, and even these amounts 
were to cover costs of management 

M I C  :nlc~-$.+., 
as well as repairs. The Act itself 
merely requires local authorities to 
make a minimum transfer to their 
Repairs Funds of 2 4  a house, 
which is a rather ludicrous figure. 

There is never absolute u n i -  
formity of view on the local 
authority side on this subject. 
Some authorities expect their 
tenants to do a certain amount of 
inside redecoration themselves, but 
no doubt the rents take accnuiit of 
this requirement. so that the net 
financial effect is much the siune. 

In  the press recently it was stated 
that one authority was being recom- 
mended by its surveyor to fix the 
repairs transfer at S I 6  ii year- 
equivaleiit probably to half the net 
rent. 

The varying policies in operation 
are illustrated by the answers to 
questionnaires issued to metropoli- 
tan borough councils and to some 
thirty authorities in  the north-east 
of England. 

The unspent bal:inccs of the 
several Repair Funds of the metro- 
politan borough c o u n d s  at M;irch 
31, 1946, represented amounts per 
dwelling ranging from under 2 3  to 
over ~€45.  There were extra- 
ordinary variations in the basis of 
the annual transfers, some being a 
fixed suni per house or  Rat (up to 
as much as 220 fo r  1946-7); o r  
even per room or passage; others 
took the form of a percentage 
(viirying from I S  to 25) of the net 
rents. For  temporary houses the 
transfers usually ranged between 
2 4  and S I O .  

The balance of the L.C.C.'s 
statutory Repairs Fund at March, 
1948, was equivalent to about 250 ' 

a dwelling, the annual transfer in . 
1947-8 averaging 2 11. 

The  north-eastern survey re- 
vealed that current transfers range 
from 2 4  to 28 10s. a house, but 
some of the higher provisions were 

, 

, 
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intended to cover management as been devoting themselves very 
well. largely to war damage reinstatement 

instead, and the Repairs Funds 
Repairs Expenditure have been relieved correspondingly. 

Manchester transfers a uniform But, short of a sharp fall in the sum Of " a cottage (" "" a present building price level (165 flat) each year, being part of a gross 
provision of S ~ O  to cover repairs, per cent. above 1939 in London), 

an increase .to about SI2  in the management, and administration. annual transfer fo r  cottages seems Average expenditure on repairs in unavoidable. For flats the figure 1946-7 was just Over '* (almost iiiust be much more speculative. double the pre-war figure), and 
since the inception of the assisted Some of us have been rather 
schemes the aggregate expenditure startled a t  the increase in post-war 
under this head has absorbed alto- costs of management measured by 
gether 65 per cent. of the amount the usual yardstick, i.e., as a per- 
set aside for present needs and centage of rents, or an annual sum 
future eventualities. This after per house. No separate allowance 
only one-quarter of the effective life .was made by the Ministry for  this 
of the houses has, on average, ex- expense in their original subsidy 
pired ! calculations, a composite sum being 

What  we may have tended to 
overlook hitherto is that some of 
the special fitments now being in- 
stalled will have a much shorter life 
than the sixty years over which the 
main constructional costs are being 
amortised. The repairs transfer 
must therefore make allowance for  
periodic renewal of such short-lived 
assets as water-heaters, refrigera- 
tors, electric stoves, heated drying 
cabinets, etc. So far as flats are 
concerned we have yet to gain ex- 
perience of the cost of such jobs as 
the external painting of the upper 
portions of an eight-storey block. 

T h e  long war-time interval dur- 
ing which repairs had to be allowed 
to fall into arrear may perhaps 
never be made good in its entirety, 
and to this extent will temper the 
full impact of the high post-war 
cost level. In  some' towns per- 
manent operatives who would ordi- 
narily have been employed on re- 
decorations and normal repairs have 

included to cover both management 
and repairs transfer. Suffice it to 
say that in the light of short post- 
war experience the Ministry's, 
allowance for these two items com- 
bined has proved quite inadequate. 

Supervision and I 

Management Costs 
A questionnaire issued by the 

Tyneside and Tees-side section of 
the North-Eastern Branch of the 
Institute has disclosed wide varia- 
tions in supervision and manage- 
ment costs in 1946-7.. The field of 
inquiry covered twenty authorities, 
ranging from county boroughs to 
a rural district, with .over 53,000 
houses in their aggregate owner- 
ship. Whilst the average all-in 
cost, including insurance, was 37s. 
id .  a house, the costs of individual 
authorities ranged from 17s. l i d .  
to 99s. 5d. I n  London, the average 
cost at the present time seems to be 
about 80s. 

M M M M  

Further extracts f rom this Address will appear in the October issue of 
ECONOMIC DIGEST 



U.S. Increased Imports Analysed 
From Monthk Letter, Notional Cjy Bank OJ New York. 

THE value of U.S. imports for dollars, replenishment of our sup- 
consumption reached an  all- plies of certajn industrial materials 

time record in March o f  $639 and the lowering of U.S. tariffs last 
million. During the first auarter Tanuani 1. - ~~~ ~ 

of 1948 we spent $125 millio;i more 
a month for foreign goods than in 
the same period of 1947. At  this 
level imports are at a rate above 
$7 billion a year, against $5.6 
billion in 1947 and $4.8 billion in 
1946. Part of the gain represents 
higher prices, which are up about 
10 per cent. on the average from 
last year, but volume also has 
increased substantially. 

Although the contrary itlea per- 
sists in some quarters, this expan- 
sion of our purchases abroad is 
altogether healthy and encouraging. 
Continued at the current rate, our 
purchases will .provide foreign 
countries with nearly one,antl a half 
billion extra dollars t h ~ s  year as 
compared with last, which they can 
spend for purchases or  for pay- 
ments here. At  the same time, we 
receive goods to help meet our 
needs, fill our shelves and combat 
inflation, and we are supplementing 
our national resources, which for  
some six years have been, under the 
strain of extraordinarily .heavy 
e x p 0 r t S. 

I t  is appropriate to say in passing 
that the extent of the reduction in 
United States tariffs in recent 
years, beginning with the passage 
of the Reciprocal Trade Agree- 
ments Act in 1934 and culminating 
in the agreement on tariffs and 
trade negotiated last Fall in Gene\ia 
by 23 nations, is not always realised 
either in this. country or abroad. 
Much foreign comment pictures 
American tariff policy as a major 
obstruction to world , t rade  and 
world recovery - argu~ng that it 
impedes the sale here of foreign 
goods necessary to  pay for  Amer>- 
can goods and for American loans 
and investments. But the reductions 
effective January 1 bring our tarifl 
structure at least as low as that of 
the Underwood Tariff of 1913, 
which was considered a liberal 
tariff. Foreign producers criticise 
our protective duties on certain 
articles. Nevertheless, the Unitec 
States market generally is freer oi 
access than practically any othel 
market in the world. Commenl 
which esaeeerates the effect of OUI vu 

tariffs in preventing the balancing 
Favourable Influences of trade tends to weaken tht 

Practically all classes ?f goods emphasis On the real Problems. 
~ 

have been included in thls expan- Whether imports will hold a 
sion of imports, and most of !he these levels is, of course, impossiblt 
major trading areas have partlci- to foretell. They are still low wher 
pated. Apart from ,higher prlces, compared with our current produc 
contributing factors have been the tion, according to past relationships 
continuation of our domestic husi- : . , The physical volume of O U I  
ness activity at record peace-tnne imports during the first quarter o 
levels, recovery of production 1948 was not quite 30 per cent 
abroad and pressure to  obtain above pre-war. If the totals bort 

N.C.B., N m  York, “Monthly Ititer.” Junr. 1918. 



U S .  INCREASED IMPORTS 1' 

the same relation .to industrial pro- 
duction as  in average pre-war 
years, we should now be importing 
goods worth $10 billion at current 
prices, instead of $7 billion. Rela- 
tively. however, our imports have 
been declining over a long period 
of years, reflecting an increase in 
self-sufficiency in various lines. 
What the net effect of war-time 
changes upon these relationships 
may be is still difficult to say. The 
war accelerated the trend toward 
self-sufficiency in ' sonic respects 
(i.e., synthetic rubber) ; but other 
important factors, including our 
greater dependence on such imports 
of foreign raw materials as oil and 

Value 01 U.S. Imprts 01 Sclactrd Commdt lcs  
(.In  nill lions 01 dollars) 

scar  <,,,. q:r. 

v 

' 

metals, work the other way. . . .  

1st  1st 

1947 1947 1948 
(LO 174 194 
6w 118 173 m 63 I05 
217 59 95 
323 IO? 85 

152 35 72 
121 25 46 
144 20 45 
$6 21 44 

101 26 35 
120 26 33 

110 13 33 
17 15 33 

95 23 32 
10: 18 25 
43 2 l b  
34 8 12 
24 7 10 
I 3  I 6 

41a 77 m 

The increase in imports of petro- 
leum and petroleum products 
rellects the great expansion in our 
consumption and i n a b  i I i t y to 
develop domestic resources as 
rapidly. l n  the case of crude oil, 
for the first time in a quarter of a 
century, we are on an import basis. 
We  are beginning to draw more on 
outside sources of lumber, wood 
pulp, antl newsprint for much the 
same reason : domestic resources 
are either not large enough or 
cannot be developed quickly enough 
to satisfy the bulge in demand. 

I n  summary, the rise of impor. 
to an annual rate in excess of $7 
billion i,s in the right direction, and 
it is  a contribution to world recov- 
ery. I t  is one side of an exchange 
of goods which is beneficial to our- 
selves and to foreign countries. We 
are increasing our wealth and pros- 
perity hy accepting in trade goods 
that we cannot produce ourselves or 
of which supplies must be safe- 
guarded in the national interest. 
Increased imports place an addi- 
tional brake on inflationary forces. 

liut there i s  even broader signi- 
ficance to the rise in our imports. 
I t  heralds the expansion of produc- 
tion abroad, and to some extent 
also progress toward a better 
adjustment between foreign price 
levels and ours. For  too long a time 
since the war's end, foreign coun- 
tries have looked to the United 
States for goods without having 
equivalent g o o d s  to offer in 
eschange at prices Americans will 
pay; the resulting unbalance is 
what the world knows as "the 
shortage of dollars." Recovery of 
foreign production a n d ni o r e  
American imports together achieve 
hoth a better balanced trade antl a 
larger trade. A better distribution 
of production and a better balanced 
international exchange of goods is 
one of the prerequisites for inter- 
national monetary stability. 

I n  combination with the spend- 
ing of the Economic Co-operation 
Administration for the so-called 
off-shore purchases, our increased 
outlay for imports should help to 
check the tendency toward bilateral 
trading. which has becomc marked 
since the pound sterling crisis last 
summer. T h e  ultimate goal is to 
resume multilateral transactions, 
under w h i c h  the international 
eschange of goods would become 
flexible and goods would move 
more readily to the places where 
they are needed. 
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FINANCIAL POLICY 
and the balance of payments 

From “ Planning and the Price hfechanisni ” published Ly 
George Allen & Unwin Ltd., London, August, 194s. (SS. 6d.) 

problem of making goods and 
services available t o  t h e  

foreigner is “above all a question 
o f  an internal disintlationary finan- 
cial policy ” ( s a y  s Professor 
M a d e ) .  “ I n  order to reduce the 
pull of internal demand and to 
make more goods available for ex- 
port, measures are required which 
directly reduce the domestic demand 
for  goods and services or which in- 
directly do so by reducing spend- 
able incomes more than money 
prices or by raising prices to 
domestic consumers without raising 
their spendable incomes. Such 
measures include economies in 
public expenditure on goods antl 
services; discouragement of expen- 
tlitures on capital development of all 
kinds ; increases in  direct taxation 
which reduce spendable incomes ; 
antl increases in indirect taxation or 
reductions in subsidies which raise 
the price of goods and services to 
domestic consumers without raising 
their spendable incomes.” 

Import Restrictions 
O n  the subject of import restric- 

tions his conclusion is : ‘‘ In  fact, 
discriminatory import restrictions 
are  likely to descend into a welter 
of bilateral trade bargains with a 
more or less exact balancing o f  
trade between each pair of coun- 
tries. However enlightened and 
able the officials of the futiire Inter- 
national Trade Organisation may 
be, they will not be able to prevent 

.. such a system from deteriorating 
into a chaotic game of international 
barter causing real hardships to 
many unfortunate countries and 
imagined grievance to many more. 
W e  in this country, who stand so 
much to gain by the international 
division of labour, whose trade has 
hitherto run so much in multi- 
lateral channels, and who have 
learned from our inter-war experi- 
ence that the import restrictions of 
other countries constitute the most 
inexorable barrier which our es -  
ports can confront, may indeed 
shrink from the prospect of a 
world in which many hilateral deals 
will be taking place which result in 
the restriction of ,  and discrimina- 
tion against, out exports.” 

On the other hand.he finds that : 
‘I appropriate exchange rate adjust- 
ments give just the correct degree 
of discrimination against the hard 
currency sources of supply.’’ “ The 
question comes down to this. 
Would a relatively small reduction 
ill the price of our exports in 
foreign markets cause a relatively 
large increase in the volume of 
goods which we could sell? I f  so, 
the case for exchange rate adjust- 
ment is conclusive. 

“ Now, a reduction in the price 
of our exports should normally lead 
to a very considerable increase in 
the demand for  them. For we pro- 
duce inanufacturcd goods in com- 
petition with the similar products 
of many other countries. A reduc- 
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tion in the price at which we can 
offer goods can be expected, there- 
fore, sooner or later, to lead t o , a  
considerable shift of demand in 
foreign markets in favour o f  our 
products. 

' I  This conclusion would, of 
course. be inodified if many other 
countries depreciated their curren- 
cies and cheapened their exports 
sinlultaneously with US. For  we 
obtain competitive advantage only 
over the products of those countries 
which do not depreciate; and for  
this reason it is of great importance 
to obtain international agreement to 
outlaw exchange depreciation by 
countries whose balances of pay- 
ments are not in deficit. 

I' But at present a number of other 
countries are in deficit siniultan- 
eously with ourselves, so that soilte 
simultaneous depreciation of their 
currencies ' would be legitimate. 
What the world suffers from is 
primarily a dollar shortage. I f  we 
and all the other non-dollar coun- 
tries of the world could expand our 
exports to dollar markets and re- 
strict our purchases from dollar 
markets, the remaining problems of 
adjustment between the members of 
the non-dollar area would he rela- 
tively easy to solve. What we have, 
therefore, to examine is the effect 
on the balance of payments between 
the non-dollar countries and the 
dollar countries as a whole of a 
simultaneous depreciation of, say, 
20 per cent. of all the currencies of 
the non-dollar group of deficit 
countries. Or,  in other .words,  
would an appreciation of the dollar 
by, say. 20 per cent., remove the 
favourable -balance of payments o f  
the United States? 

( 'There is, in my opinion, no 
reason for believing that siniultan- 
eous depreciation by a large group 
of deficit countries will he less 
effective in restoring equilibrium 
than depreciation by. a single small 

' 

deficit country. Depreciation by 
the large group is likely to operate 
mainly on the imports of that 
group, whereas depreciation by the 
small single country is likely to  
operate mainly on that country's 
exports. A small Bingle country 
normally produces goods for export 
which compete with the exports and 
the home production of many other 
countries. A relatively small re- 
duction in the price at which it 
offers its goods for export may 
enable it to undercut a large 
volume of foreign production. ' 

Large Groups 
'' The exports of a large group of 

countries will malie up a much 
larger proportion of the total pro- 
duction of the rest of the world. 
The large group cannot, therefore, 
expect to obtain any given propor- 
tionate increase in its exports with- 
out a much greater danger of 
spoiling the foreign market for its 
goods. , Rut on the other hand a 
large group of countries is likely to 
include countries which produce 
many diverse commodities, includ- 
ing agricultural and industrial pro- 
ducts. For  this reason their 
imports from the rest of the world 
will be much more sensitive to price 
changes than in the case of a small 
single country, which is likely to be 
much less self-sufficient. F o r  
example, suppose that we and a 
large group of deficit countries, in- 
cluding both agricultural and manu- 
facturing countries, , depreciated 
simultaneously. The  rise in the 
price of dollar foodstuffs to us 
would enable us, without deliberate 
discrimination against U n i t e d 
States produce, to switch our im- 
ports of foodstuffs to non-dollar 
sources of supply. The rise in the 
price of dollar manufactures in the 
agricultural memhers of the depre- 
ciating group would enable them, 
without deliherate discrimination, to 
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switch to the purchase of our itlanu- 
facture$ goods iustead of United 
States products. The group's im- 
ports from the United States 
would as a whole be responsive to 
price changes, though its total ex- 
ports to the United States would be 
less responsive than would the es- 
ports of a single country to the 
whole of the rest of the world. 

" I t  will be observed that I am 
assuming that both we and the 
agricultural members of the cleficit 
group have adopted disinhtionary 
domestic policies do i scale suffi- 
cient to relase our products fo r  sale 
to each other. I n  these conditions 
there is no reasoii to believe that :i 

simult;ineous depreciation by a 
large group of countries will be any 
the less effective in putting the 
group into equilibrium than a de- 
preciation by a single country i i i  
putting that couutry into cquili- 
briuin, though it is prohably true 
that the large group of countries 
will have a greater incentive to 
choose the method of import re- 
striction. For  it has less chance of 
expanding the total volume of its 
export trade by exchange deprecia- 
tion ; and it will prolxibly lose less 
real welfare by a large restriction 
of imports, since its imports are 
less likely to be irreplaceal>le by 
home production. 

Hard Doctrine 
" B u t  it must never be forgotten 

that the very possibility that tleficit 
countries may iniprove their 
balance of payments or  ternis of 
trade by means of import restric- 
tions rests upon the assumption that 
the surplus countries will not 
retaliate by themselves restricting 
iniports. J f  the surplus countries 
refuse to buy the deficit countries' 
goods as quickly as the deficit 
countries refuse to take the surplus 
countries' goods, the deficit coun- 
tries will not, of course, succeed in  

WiC DiGEST 
improving their own position. 
Their export markets will be spoiled 
by the surplus countries' restric- 
tions just as badly as they spoil the 
surplus countries' export markets 
by their own restrictions. Such re- 
taliation by the surplus countries is 
ruled out in the present Draf t  
Charter for an International Trade 
Organisation; and that is a main 
reason why it should be one of our 
chief o1,jectives to seek general 
acceptance for  that Charter. Rut 
it is ii hard doctrine for the surplus 
countries to accept. And while we 
can legitimately ask the surplus 
countries to agree that something 
effective must be done by both dc- 
ficit and surplus countries to re- 
move (1isequililiri:i i n  international 
halance of payments, we cannot 
espect the surplus countries long to 
accept :I solution which is unneces- 
sarily destructive to world trade 
and particularly opposed to their 
ou'n interests. 

" Indeed, what answer could we 
give to the following' offer by the 
surplus countries i f  it were ever 
made tb us? ' You are imposing 
discriminatory restrictions against 
our esports. \\'e wish rather to 
get rid of the disequilibrium by 
;ippreciating our currency. This 
will enahle you to continue to pur- 
chase each other's goods rather than 
ours because it will make our goods 
more expensive to you, but we shall 
get the benefit of the higher price 
charged for  our goods. Moreover, 
the appreciation oi our currency 
will reduce the price of your goods 
to us and we shall then spend more 
on them. 'This will enable you to 
afford to purchase more of our ex- 
ports. T f  you will not agree to this 
very reasonable solution, we shall 
not be able to continue our one- 
sided restraint from the use of iin- 
port restrictions.' 

" The challenge would be difficult 
to meet since, from the inter- 
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' national point of view, there is 

always a net advantage in replacing 
import restrictions by an exchange 

' rate adjustment; for what one 
country loses by any adverse move- 
ment of its terms of trade must be 
gained by the favourable movement 
in the t e r m  of trade of other coun- 
tries, whereas the increased volume 
of remunerative international trade 
brings a net advantage to every 
country. I n  any case, it would be 
better for the deficit countries to 
accept reasonable arrangements for 
the- restoration of balance through 
exchange rate adjustments rather 
than to risk a decline into a world 
in which all countries. surplus as 
well as deficit, were making an un- 
controlled use of discriminatory im- 
port restrictions. In  such a world 
this country above all would find it 
difficult to survive. 

" I f  the preceding analysis is 
correct, appropriate exchange rate 
adjustment should in any normal 
case go a long way towards the 
effective restoration of equilibrium. 
provided that it is not accompanied 
by unnecessary competitive ex- 
change depreciation by the surplus 
ccuntries, that the new channels of 
trade made profitable by the result- 
ing price adjustments are not 
clogged up with tr:vle barriers of 
all kinds and that the invasion by 
the deficit countries of the markets 
of  the surplus countries is not ac- 
companied by a general depression 
and collapse of internal demand in 
the surplus countries. 

' 

The Vital Considerations 
" Indeed, these are the vital con- 

ditions. The possibility of using 
the price mechanism effectively to 
correct disordered balances of world 
payments depends upon the general 
rules of the game accepted not only 
by us but by other countries for 
the conduct of international com- 
mercial and financial transactions. 
If we can obtain agreement to a set 
of rules which recognises the prin- 
ciple that deficit countries should 
prevent all forms of capital export; 
which allows deficit countries to de- 
preciate their exchange rates but 
does not allow surplus countries to 
do so; which ensures that surplus 
countries reduce their trade barriers 
to imports and do  not raise them to 
keep out new imports as the deficit 
countries restore their position; and 
which ensures that the surplus 
countries maintain a high and stable 
level of internal demand; then we 
shall have achieved a situation in 
which the price mechanism can 
properly perform its international 
task. Rut these are precisely the 
conditions which the Articles of 
Agreement of the International 
Monetary Fund and the Draft 
Charter for an International Trade 
Organisation are aimed at  ensuring 
and, for this reason, i f  for no other, 
these international instruments are 
of vital importance , to us and 
should command our wholehearted 
support." 

M M M M  

Our Basic Resources 
N immensely important conference is to be held in May, 1949, A under the ausliices of the Economic and Social Council oi the 

United Nations. It will be a scieutific, rather than policy-making, 
conference on the conservation and utilisation of the world's 
resources. The Secretary-General of the  United Nations will  issue 
invitations to Member Governments to select participauts. 

-INDUSTRY, Jrrly, 1948. '. 4 
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Five Items 

EUROPE 
“ The recovery in Europe’s agri- 

cultural production was by no 
means favourable. Estimates for 
23 European countries, which be- 
fore the war accounted for  90 per 
cent. of the total net value of the 
agricultural production of Europe, 
show that in the agricultural year 
1945-6 output was only 63 per cent. 
of the pre-war level. In 1946-7 
this had risen to 75 per cent. 
Estimates for the current agricul- 
tural year, beginning July 1, 1947, 
. . . indicate that it will be appre- 
ciably below that of the previous 
year. The  cumulative effect of in- 
sufficient use of fertilisers (caused 
by the shortage of both natural and 
artificial manures), scarcity of 
agricultural manpower, loss of live- 
stock and deterioration of agricul- 
tural equipment, and finally un- 
favourable weather conditions, were 
jointly responsible for these results. 

“ The fall in agricultural produc- 
tion was fairly general all over 
Europe. All countries, with the 
exception o f  Ireland, Sweden, 
Turkey and the United Kingdom, 
showing records appreciably below 
pre-war. The fall in production in 
the pre-war surplus areas such as 
Hungary, Poland, Rumania, Yugo- 
slavia (all of which in 1946 show 
less than 60 per cent. of their pre- 
war average production) appears on 
the whole to have been appreciably 
greater than the fall in production 
of the Western parts of Europe. 

“Production was uneven as be- 
tween different groups of products. 
Meat and fats were (in 1946-7) 

well below two-thirds of pre-war 
production, while wheat fell by less 
than 20 per cent., potatoes by 23 
per cent. and sugar by 20 per cent. 
The production of milk, butter and 
eggs was around two-thirds of  the 
pre-war level. Tobacco appears to 
be the only commodity production 
of which was fully maintained.”- 
FOOD R. AGRICULTURE, the F.A.O. 
European Bullerin, May, 1948. 

MM 

BRITAIN : Economist’s Judgment 
If the world will not take our 

exports we shall have to grow more 
food at home, permanently revers- 
ing the tendency of a hundred 
years. Further, we may not be 
able to grow enough food here to 
feed fifty million people, even 
allowing fo r  some imports. At  
present about a million persons in 
agriculture produce roughly more 
than one-third of our food. Doubt- 
less we can, with superhuman 
effort, find another half-million men 
for  agriculture; but we cannot find 
another fifteen million acres. The  
expansion of world trade is abso- 
lutely vital to this country, or, when 
Marshall aid ends, we shall be 
driven to mass emigration. Probably 
it will not get as bad as this. I f  
the birth rate does not rise too much 
we shall get enough exports to fill 
the gap left by home production of 
food and raw materials. But, and 
this is the important point, it seems 
pretty certain that we shall have to 
be more self-sufficient in the future 
than we have been in the past. 
Rritish agriculture has come into its 
own again. Cinderella is to be the 
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princess. I t  will take economists a 
long time to get used to this, with 
their traditional hostility to British 
farming, and for  a long time we 
shall continue to read outbursts in 
the old style, but it is a safe  bet that 
within ten years agricultural 
economics will have come to hold a 
respectable position in all our uni- 
versities. What has happened i s  
that the U.K. has been forced at 
last to face up to what has been 

I ' coming to her since about 1870.- 
Professor W. Arthur Lewis, Man- 
chester School, A4ay, 1948. 

MM 

BRITISH Colonies 
The change in terms of trade in 

favour of primary producers, 
which has been such a blow to 
Britain's economy, has radically im- 
proved the position of her Colonies. 
Wages on West Indian sugar 
estates have nearly d o U b 1 e d 
since 1939. Owing to soaring 
prices of sisal, maize, palm kernels 
and cocoa, the amount of money in 
circulation in the four West 
African colonies is now about E 4 7  
million, compared with 2161 
million before the war. In East 

, Africa, the amount is now some 
f 2 4  million instead of the prewar  
S61 million.-Extracts from TNI: 
CROWN COLORIST, JIG+?, 1948. 

MM 

BRITAIN : Socialist View , 

Capital improvements on farms 
should be subsidised directly, not 
through price increases. The 
average size of farms should be in- 
creased and boundaries redrawn, 
ultimately through nationalisation. 
The first step towards this should 
be the state purchase of large areas 
of land, where experiments could 
he tried out. 

A clear distinction should be 
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made between subsidies which are 
for the benefit of the consumer and 
those to assist the producer. T h e  
present price-Lying system is, in 
essence, cost-plus '' and en- 
courages waste, it should he altered. 

Following the proposals of the 
Lucas Commission. a Commodity 
Commission, part trading body, 
part regulatory agency, should be 
responsible for the disposal of each 
type of product which attracts the 
Government's p r i c e guarantee. 
These Commissions should not re- 
present either producers or distri- 
butors; they should advise on price- 
fixing. and reorganise the whole 
apparatus of marketing. " Hardly 
another nation of comparable 
economic stature is so backward as 
is Britain in the technical aspects of 
the marketing and distribution of 
home-grown food." - Pefer Self, 
condensed from POLITICAL QUAR- 
TERLY, June, 1948. 

MY* 

FRANCE 
The average American farmer 

before the war grew food for four 
times as many people as  his French 
counterpart. Although the number 
of tractors in France has doubled 
since the Liberation, largely owing 
to imports from America, it still 
only permits one to every 250 hec- 
tares, as against one to every 40 in 
Switzerland and England. Home 
production of agricultural machin- 
ery has been handicapped by 
shortages of all kinds, and must 
now face keen competition from 
Britain. Plans for  its expansion 
have been given priority, but in 
spite of the urgent need, demand 
for  tractors in France is now de- 
clining, for  economic reasons.- 
Jacques Veiioi: Extracts traitslated 
from ECONOMIE COXTEMPORAINE, 
April, 1948. 



MMMMMMMMMMMMMMMMMMMMMMMMMMMMMM 

European Reconstruction 

r 1s often difficult to discern be- 
imd the toil arid strain of 

everyday work the more deep- 
seated tendencies of om's own 
times, or even to recognise what 
are the real achieveinelits aid ,  may- 
be, the dangerous developments in 
the econoiiiic life of the uations. 
This is especially true with regard 
to the present complex situation in 
I 3 n q x  On the one hand. there 
are all  the difficulties arid dangers 
brought to our uotice with such 
appalling regularity : in parts o f  
this continent there is still wide- 
spread hunger and distress, which 
lowers eficiency and is in itself a 
cause of further uurest. Means of 
transport may have been repaired 
but frontiers are not easily crossed 
either by goods or by men when, 
in addition to all other obstacles, 
foreign eschange is in short supply 
and strictly ratiooed for payiiients 
o r  jouroeys abro;id. This inear is 
uot only a loss of trade, but :I d a w  
ger of mor;il isohtinti through re- 
duced contacts, particularly rearet- 
table a t  a time when Europeans 
ought to draw closer together. 

I n  other respects, however, im- 
pressive progress has been made. 
With the exception of a few 
(though not unimportant) areas, the 
volume of industrial output 113s 
alniost regained : i d  (in soine couii- 
tries) even exceeded the p r e w a r  
level. Rut for the hazards of the 
weather, which was the in?' c in rea- 
son why the 1947 harvest yield \\.as 
barely two-thirds of uormal. inany 
European countries would have 
come out well indeed, as far :IS their 
volunle of production was con- 

r 
Extracts from the Bank for International Settlements 

Annual Report. 

cenied. Financially also, progress 
has been made: more and more 
budgets have been balanced, the re- 
maining deficits being met, as a 
rule, without resort to the central 
banks; the abundance of money left 
over from the war, and.often added 
to eveu when the war was over, has 
been reduced in several couutries 
by monetary reforms and has, 
iiioreover, been increasingly kept 
under control by a fairly general 
tighteniug of conditious on the 
money uiarkets. Notwithstanding 
the strain which arose through the 
gradual depletion of gold and dollar 
reserves, considerable progress has 
beeu made in establishing more rea- 
listic rates between the various cur- 
rencies, partly by the adoption of 
new exchange regimes and partly 
owing to the fact that, in 1947, the 
rise i n  costs and prices was more 
prououticed i n  the United States 
th;m i n  most European couiifries. 

111 one respect Europe, in its 
efforts. has clearlv over-reached 
itself : naturally desirous of repair- 
ing \var d;iniage, building houses 
:uid reuewiiig and modernising in- 
dustrial plant and equipment, many 
countries pushed inveshilelit ill 

capital assets beyond the extent 
warranted by current savings and 
such foreigii resources as were 
available. While this investinerit 
activity on a larger scale than could 
be afforded placed a strain upon 
the b:il:ince of payments and led to 
other difficulties, it nevertheless pro- 
duced soiiie capital assets which will 
be of perinanent benefit to the coun- 
tries concerned. 

T w o particular conclusions 
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emerge from an examination of the '' reorganisation 'I  must not mean 
Europe;in situation. I n  the first simply ai i  attempt to restore the 
place, the progress made in Europe situation obtaining before the war- 
is sufficient proof of the fact that a mere return to pre-war conditions 
the aid so far received throuxh (this k i n g  the meaning generally 
UNRRA and otherwise (mostly given to the word '' reconstruction " 
coming from the United States) has after the first world war). In quite 
not been wasted. Without the food, :I new sense, the process of re- 
the fuel and the industrial materials organisation must aspire to a '' re- 
received from abroad, Europe could fashioning " of a great many 
not possibly have attained the pre- aspects of present-day economic 
sent volume of output, which in the life, first as regards the intern:il 
countries concerned, forms the basis conditions of each individual coun- 
of the national income and, with it, try (often imuch in need of moderni- 
the me:itis of restoking sufficient sation) but also i n  the community 
budgetary equilibrium for inflation of nations, and thcn with special 
to be arrested. Secondly, the fact reference to Ikrope. whose pros- 
must not be overlooked that the re- perity and dignity can be secured 
covery of Europe is still largely only by increased co-operation. 
conditional upon the :iniouiit of aid 
received, so that i f  the aid were 
suddenly to cease a number of 
countries would be faced with The greatest mistake of all, 
almost overwlielmine difficulties however, would be to imagine that 

war D~~~~~~ useless 

.. 
even in trying to secure a minimum peace-time rcorganis:ition could be 
of food and materials. Thev would achieved simply hy perpetuating the 
incur the danger of widespread u t i -  oftun improvised methods of the 
employment, :I consequent decline war economy. These methods. 
i n  the national income, and very which coiisist i n  the use of physical 
likely :I reappearance of budget de- controls (over raw iuaterials, prices. 
ficits-;i train of events which wages, iiiovemeiits of labour, i l l -  
could not happen without :I general vestments, etc.) and seem always tO 
weakening of the social :ind poltical involve :I strong admixture of in-  
fabric. After the first world war, flation. had obviously to be em- 
i t  took several years to regain :I ployed so long as the war lasted, 
balanced position, and the second mid they survived i n  the immediate 
world war spread much Rreater post-war period during which thc 
havoc and undoubtedly left behind countries still had to take many 
it greater real needs. Even so, the eincrgency measures. Rut an undue 
effort this time compares not uii- prolongation of the use of these 
favourably with that of a quarter methods would be even more dnn- 
of a century ago. gerous than an  indiscriminate re- 

Since physical damage can be turn to the pre-war modes of 
fairly quickly repaired in most econoiiiic life. 
cases (given the facilities of modem With a new start in econoniic re- 
technique), disorganisation has organisation, the time is now ripe 
proved to be the great lingering in- for  a genuine overhauling of the 
jury c:tused by wnr. It is essen- methods o i  official intervention iii  

tially to provide time for reorgani- cconoiiiic life. The criterion should 
sation that further aid is required, be the effectiveness of the whole 
and it is only i f  this reinaim its r;uige of measures froin the stand- 
chief purpose that such aid will be point of the peacetime aims of re- 
nut to the best use. . Obviously. storing prosperity and stability. It 
:* 
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T H E  ECONOMIC DIGEST 
will then be imperative not merely 
to think in terms of immediate re- 
sults but to pay most careful atten- 
tion to possible secondary effects, 
which may well be harder to fore- 
see but may ultimately be of much 
more importance. In any case, it 
will be necessary to base the 
economy on n firmer found a t '  ion 
t h m  pretence and, indeed, to be 
aware of the fact that pretence in 
its various forms i s  generally self- 
defeating in the end. 

It is, for instance, no use pre- 
tending that price control was effec- 
tive when, as happened in several 
countries, more than one-half (and 
sometimes. more than three- 
quarters) of all actual transactions 
took place in black or grey markets. 
l n  such circumstances it is not sur- 
prising to find that prices generally 
rose, no matter what form of so- 
called control was administratively 
in force. 

Another example may be chosen 
from the money and capital mar- 
kets. No doubt " the authorities " 
have certain possibilities of in- 
fluencing the level of interest rates 
(by limiting, for instance, the de- 
mand for capital on the part of offi- 
cial agencies or by the use to which 
official funds are put). I f  the mar- 
kets fall into line (and whether thnt 
will happen depends largely on the 
total volume of investments and on 
the flow of  money savings), then 
the official policy is a success. 
Should that not be the case;and 
should the authorities decide to keep 
interest rates down by means of 
large-scale purchases of market 
securities by the central bank, then 
a new factor-the use of central- 
bank funds-has been brought into 
play, with consequences which may 
go f a r  beyond the results contem- 
plated in the first instance. 

Something similar mav happen 
with regard to the balance of pay- 
ments. Through control of trade, 
a n  attempt may be made to reduce 

n surplus of imports over exports; 
but, here again, it may often be 
found that the import surplus stub- 
bornly refuses to be compressed. 
Should that be the case, the control 
will have failed; but the surplus . 
imports will still have to be paid 
for and, in the absence of foreign 
aid, this will lead to drafts on the 
monetary reserves, which may be 
brought near to vanishing-point. 

Power of Finance Control 
I t  is obvious that, for the estah- 

lishment of balanced conditions- 
and for the harder task of maintain- 
ing them when established-more 
effective means than physical con- 
trol are required. I t  then becomes 
necessary to have recourse to those 
essentially financial types of control 
which, in conjunction with the 
price mechanism, have repeatedly 
proved their usefulness in adjust- 
ing the balance of payments and in 
giving stability to the national cur- 
rency. The point is to control the 
total volume of monetary purchas- 
ing power and especially the size 
of money incomes, which chiefly 
determines the volume of demand 
for goods and services. Expendi- 
ture in all its different forms- 
whether fo r  current consumption, 
for  the upkeep of the government 
or for investment purposes-must ' 
he related to the available volume 
of goods and services, with special 
attention to the flow of savings 
(including such aid as is  received 
from abroad). The principle of 
balancing the budget is subordinate 
to the more general rule that the 
money income received by pro- 
ducers of all kinds should corre- 
spond to the real value of their out- 
put of goods and services (less taxes 
and other charges required for the 
upkeep of government establish- 
ments, etc.). In  other words, there 
must be no dilution by issues of 
money having no counterpart in 
:idditions to the volume of goods 
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and services, and, accordingly, the circumstances of each particular 
central banks must once more be country but without detriment to 
in a position to exert their in- their effectiveness. It will then be 
Huence on the volume of currency found that a most ,useful step has 

. and credit. been taken on the road to inter- 
The boom conditions at present national co-operation. By their 

obtaining demand a curb on the very nature most physical controls 
creation of new money, though in (and not least trade and exchange 
tiiiies of depression a different controls) tend to intensify the trend 
policy may be justified. There is, towards nationalistic insulation. As 
indeed, a d a n p e r  that ideas which a matter of fact, a wider applica- 
were born during the great depres- tion of appropriate financial con- 
sion of the ‘thirties may still retain trols should permit the abolition of 
their sway over people’s minds and many existing hindrances and thus 
be allowed to influence practical help to strengthen the ties of free 
action in entirely changed condi- international intercourse. Such 
tions. The actual course of events application would, moreover, be 
in many countries unmistakably consonant with the present-day 
points to the conclusion that, for orientation of ideas and action to- 
peacetime reconstruction to rest on wards a system which combines 
a firm foundation, measures of close co-operation with the greatest 
financial control must again be possible freedom for the individual 
applied-adapted, maybe, to the countries. 

M M M M  

U.S. Post-War Foreign Aid 
WASIIINCTON.-U.S. Government aid to foreign nations from the 

end of the war to December 31, 1947, aggregated almost 
15,000,000,000 dollars in grants and credits, according to the Depart- 
ment of Commerce. 

The current issiie of the Department’s monthly magazine. “Sur- 
vey of Current Business,” said that aid since the end of the war was 
furnished at the rate of almost 6,000,000,000 dollars a year. 

, This compares with an estimated 7,500,000,000 dollars to be pro- 
vided this year through the Economic Co-operation Administration. 
the occupied area civilian supplies programme and other government 
credits and grants. 

Credit assistance accounted for 56 per cent. of the total aid pro- 
vided in the period up to and including December, 1947, but the 
pattern will shift in 1948. Approximately 70 per cent. of the total 
aid provided foreign governments this pear will be in the form of 
grants, the article estimated. 

During the post-war period to December 31, 1947, total grants of 
6,500,000,000 dollars were almost all for civilian relief and rehabilita- 
tion. Major sources of distribution were UNRRA and U.S. 
occupation forces. -US. NEWS SERVICE, Jtrne 21, 1948. 
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An Extract from the Presidential Address $the Annual 
Council .f Association .f Scientijic Workers, London 
By 1. D. BERNAL, F.R.S. I I 

Neglect of Scientific Research - TIIE steps that should have been 
taken to increase productivity 

and place the economy of the 
country on a sound footing have 
not in fact k e n  taken, nor has the 
scientific capacity o i  the country 
hcen seriously used in planning now 
for ;in increase of industrial 
capacity to come into action a few 
years hence. Although a limited 
degree of central organisation for 
productivity has been set up along 
the lines advocated by the Associa- 
tion, it has not as yet effected any 
rcdeployment in the scientific forces 
of the country, nor is there any sign 
of :I planned advance i n  our basic 
industries. 

In f x t  thc contrary policy has 
Ixen pursued, :I hand-to-mouth 
policy of cutting down capitd es- 
penditnre, weakening the pos- 
sibilities of development and hence 
undermining the hopes of an ulti- 
mate recovery. This has been 
coupled with an increased reliance, 
which has now almost passed to 
complete depentlence, .on American 
economy. There can be little hope 
for the future as long a s  this policy 
continues. The country is being 
lulled into a state of complacent 
security and the neglect and waste 
of our resources, both material and 
human, still continues to such a 
degree that it will become increas- 
ingly difficult to secure our own 
livelihood, much less play our part 
in world recovery. This danger is 
particularly apparent in scientific 
workers. O u r  studies have shown, 
2nd they have been amply con- 
firmed by independent researches 
carried ant by such bodies as the 
Parliamentary and Scientific Corn- 

inittee, that in a11 branches of in- 
dustry and agriculture there is ail 
appalling degree of waste and in- 
efficiency. There is only a twenty 
per cent. utilisation of coal and 
though the utilisation of steel 
cannot be so accurately assessed, .it 
is prob:iWe that here also at least 
fifty per cent. is wasted. The waste 
of human resources through poor 
organisation in industry is probably 
at least as great. Operational re- 
search has already shown that the 
range of productivity i n  industry 
varies very widely and that merely 
bringing up the poorer firins to the 
level of the good ones without any 
additional knowledge would lead to 
substantial improvements. S i r 
Henry Tizard, speaking at the 
I’arliamentary and Scientific Com- 
inittee, stxted that it was possible 
on existing knowledge to raise pro- 
ductivity far beyond the ten per 
cent. which the I+ime Minister had 
laid down as the safety margin for 
recovery, and claimed that fifty per 
cent. was quite possible. 

W e  would be deluding ourselves, 
however, if we believed that it was 
the mere absence of knowledge or 
scientific research that was holding 
back liritish recovery. The pre- 
sent economic direction of the 
country provirles neither the neces- 
sity nor the possihility of achieving 
such successes. I n  industry profit 
margins are so large that iiieffi- 
ciency is in fact subsidised and so 
long as this remains the case it is 
idle to talk about securing great 
advantages from psychological in- 
centives applied to the workers. 
which is likely in any case to be off- 
set by the policy of freezing wages. 

Annlrol Counci!. Allac. of Srirntific Workrrr,  ,110~ 8. 1948. 
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The restriction of capital invest- 
ment, particularly in the basic 
industries and concentration on 
production for the light intlustries 
of export goods mortgages the 
whole future of the country for  
illusory advantages in the imme- 
diate present. For  it is not even 
claimed that this policy will ,in. fact 
make Britain economically solvent. 
Even with Marshall aid we will he 
short by some S 150,000,000 on our 
exchange account at the end of the 
year and are promised some 
400,oOO unemployed. 
. The whole of this economic 
policy is integrally linked with the 
foreign policy based on the Mar- 
shall Plan, the Truman Doctrine 
and what is called the “cold w a r ”  
on the Soviet Union. The Mar- 
shall Plan is in fact a reduced very 
sion of the American loan which so 
signally failed to safeguard our 
economic position in the first two 
years after the war, hut it is a loan 
on much harder conditions. I t  
works more and more as a relief 
policy rather than one of recon- 
struction, for the goods provided by 
the US .  are essentially either food, 
raw materials for consumption in- 
dustries, or manufacturers, and 
notably do not contain the steel 
necessary for any serious recon- 
struction of this country’s economy. 

Se1 f-Def eating Policy 
Now on merely economic argu- 

ments this policy is absurd and self- 
defeating. Without a reconstructed 
Western European industry able to 
compete on i:s own terms with that 
of the US.  there can he no effective 
balance of trade with the western 
hemisphere. The report of the 
European Economic Council has 
shown that the weakness of the 
position of the countries of Western 
Europe is not due to any intrinsic 
lack of productive powers, hut to 
this unbalanced trade with the 

western hemisphere, which has in- 
creased from forty per cent. before 
the war to fifty-five per cent. at the 
present time. The policy recom- 
mended in the Economic Council’s 
report is for  Western Europe to 
reduce imports from the western 
hemisphere and increase them from 
Eastern Europe. 

W e  should examine more closely 
the character of economic depen- 
dence, for  it has earlier been ap- 
parent in many other countries 
exposed to unrestricted exploitation 
by capital ; our own in the past, the 
US. of to-day. In its modern 
form it means in the economic 
sphere concentration in Europe and 
in Britain of secondary and finish- 
ing intlustries and the retention in 
America of the basic industries, to- 
gether with-and this is a point of 
special importance to scientific 
workers-the main centres of re- 
search and development. This 
makes Europe and Britain the 
assembly shops of American heavy 
industry, capable of being used to 
top up American production i f  
necessary in periods of boom, 
and to he stood down in favour 
of American production i f  neces- 
sary in periods of slump. I t  
also provides a way of keeping 
down wages in America through 
European competition without risk- 
ing profits. This process has already 
been at work in parts o f  Europe 
hefore the war and where it has 
flourished, first the industrial and 
then the scientific initiatives of the 
countries have been sapped. With- 
out an all-round industry drawing 
on its own research and develop- 
ment, the demand for trained in- 
dustrial scientists is bound to fall 
off. As the training of industrial 
scientists determines the activities 
of the Universities and industrial 
problems stimulate fundamental re- 
search, the whole scientific future 
of the country is threatened. 
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A s u m m a y  .f ‘‘Survey .f the Economic Si tuat ion and 
Prospects .f Asia and the Far East” published by The 

Secretariat of the U.N. Economic Commission. 

HE situation in Asia and the Far  ‘I‘ East is determined by two fac- 
tors : Politics and political economy. 
Political difficulties have hampered 
the recovery of this region since 
the end o f  the war. The salient 
features of the situation are ex- 
tremely low national incomes, 
heavy dependence on agriculture, 
uniform economy, strong pressure 
of population and, lastly, under- 
industrialisation. 

Although it has been impossible 
to make other than approximate 
estimates of national incomes, they 
are shown to be below the pre-war 
level. In  the few countries where 
national income has increased, the 
increase in population has largely 
absorbed the surplus revenue. Agri- 
culture makes no contribution to 
national income, .and it is primarily 
in this field, according to the Sur- 
vey, that the root o f  the trouble in 
this particular domain must be 
sought. 

The population is over-dependent 
on agriculture. Consequently a bad 
harvest always assunies catastrophic 
proportions for  a population which 
already has to put up with a mini- 
mum living ,standard. 

Pressure of population is the 
Asiatic countries’ gravest problem. 
In  a region where food production 
is still well below the average pre- 
war level, an increase of population 
and its bad geographical distribu- 
tion create a critical situation. Con- 
sidering the additional facts that the 
mean density of population. in Asia 
and the Far  East is 60 inhabitants 
per sq. kin., and that the atinuai 

“ Finontial Tinirr, 

growth of population is from 0.8- 
2.5 per cent. despite a very high 
death-rate, some idea of the serious- 
ness of the problem can be obtained.. 

,Bar t o  E m i g r a t i o n  

In  practice, however, political 
factors also aggravate the popula- 
tion problem. 
example, Chinese -o r  Indian - 
workers could emigrate. To-day 
the countries of immigration 
(Malaya, Burma, Ceylon, the 
Philippines, etc.) are  independent 
and have imposed quantitative and 
qualitative restrictions on such 
movements o f  population. I t  would, 
o f  course, be possible to relieve the 
pressure on overcrowded centres by 
distributinc: the population in the 
interior o f  a given country. This 
is particularly feasible in the Philip- 
pines, Indonesia and Indo-China. 
Such schemes would, however, in- 
volve expenditure beyond those 
countries’ means. 

The Survey, therefore, gives a 
warninz that i f  the Asiatic popula- 
tion continues to increase a t  the 
present rate neither improvements 
in technique gnd agricultural pro- 
duction, nor industrialisatioq will 
suffice to  cope with the situation. 

At  the moment, the improvement 
in the situation in Asia is an ex- 
tremely slow process. While pro- 
duction showed a considerable in- 
crease in 1947 as compared with 
1946, it is still a t  a very low level 
as compared with pre-war. 

Although there have been note- 
worthy improvements i n  certain 

Before the war, f o r .  

” Jtdy 12. 1948. 
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countries, political and economic 
uncertainty has everywhere ham- 
pered recovery. It is pointed out 
that lack of clothing is so acute that 
it takes second place after food- 
shortage on the list of priorities. 

As in all countries which were 
iought over, means of transport and 
communications were damaged or 
destroyed in Asia and the F a r  East. 
The  saiiie political and economic 
dificulties which prevent the re- 
covery o f  agricultural production 
hamper the restoration o f  transport. 

Only 53 per cent. of the railway 
lines open to traffic beiore the war 
in Burma, China, Indo-China, 
Indonesia, Malaya and the Philip- 
pines could be used in 1946-47. 
Even this reduced net-work, how- 
ever, cannot be fully utilised on 
account of the shortage of rolling 
stock. 

Certain countries have formu- 
lated reconstruction plans, but have 
not been able to put them into 
operation. They have to be con- 
tinually deferred because of the 
difficulty of obtaining essential im- 
ports. 

Moreover, nearly a11 the coun- 
tries are struggling with formid- 
able budgetary difficulties. Their 

. t rade balance is adverse despite 
their efforts to cut imports. 

A further point is that their ex- 
port possibilities are reduced and 
foreign loans are unable to conipen- 
sate fo r  inadequate production. 
The Survey unhesitotin~ly con- 
cludes that the Asiatic countries 
must first make sure of the neces- 
sary imports fo r  restoring produc- 
tion before thinking of exports. 

The living standard of the peoples 
of  this regiou has always been ex- 
tremely low. It fell still further 
during and after the war. Wages 
have undoubtedly increased, hut the 
cost of IivinL: has risen to such 
heights that wage increases are  no 
longer capable of providing a living 
standard equal to that of pre-war. 

These factors, added to the 
others, give rise to social unrest, 
and social unrest checks increased 
production. 

The Remedies 
The economic situation in Asia 

and the Far  East is thus so com- 
plex that it would be over-bold to 
suggest remedies. It is impossible 
to put a speedy end to some of the 
underlying causes. The dispropor- 
tion between. resources and popula- 
tion : bad economic organisation : 
lack o f  specialists; shortage of 
materials ; a r c h a  i c production 
methods, poverty, ignorance and un- 
hygienic living conditions-these 
are the basic reasons for  the deplor- 
able cconomic situation in Asia and 
the F a r  East. 

T o  overcome them all will re- 
quire much time and much money. 
Co-operation between the countries 
of this region would, however, 
accelerate the process of improve- 
mmt. As an immediate step, rhesr 
countries can agree to develop food 
and agricultural production and the 
textile industry, and restore t r i m -  
port. The Survey declares that irn- 
provements in these fields will prob- 
ab1 be apparent within a vear. 

?he E . conomic Commission for 
Asia and the F a r  East at its third 
session which ended last month, 
urged the industrially developed 
countries to supply the capital and 
basic materials necessary for the re- 
covery of the region. 

It.asked its members to study the 
means of exchange with J i y n  gf 
non-manufactured products tor 
capital. 

I t  recommended the estabiish- 
inent of a trade control office in 
Asia for developing trade between 
the Asiatic countries, and urged 
that a conference on reafforestation 
be convened under the auspices of 
the Food and Agriculture Organi- 
sation, with which it hopes to 
work in close co-operation. 
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British Exchange Control Groups 
V m n  the British Exchange Con- 

trol regulations, the countries 
of the world may he divided into 
five groups :- 

I STERLING-AREA OR SCH~OULEV 

British Empire (with the ex- 
ception:of Canada and New- 

. foundland), C a in e r  o o n s ,  
Nauru, New Guinea, South 
West Africa, Tanganyika, 
Togoland, Western Samoa, 

TERRITORIES : 

tary area, Roumauia, Switzer- 
land, Transjordan, Turkey, 
Uruguay, Yugoslavia. 

V OTHER COUNTRIES : 
Among these are Afghanistan, 
Albania, Nepal, Saudi Arabia 
and Yemen. For this residual 
group there is quite a wide 
range of transferability of 
sterling claims within the 
-group and with the sterling 
area. 

Bunnar Iraq* Iceland and the 
I'aroe Islands. As regards Groups I, 11, I1 L and 

V. so f a r  as the U.K. Control is 
rJOl.LAR-AREA OR AMERICAW- 

ACCOUNT COUNTRIES : 
United States, Philippines and 
territories under the sover- 
eignty of the United States, 
Bolivia, Chile, Colombia, Costa 
Rica, Cuba, Dominican Re- 
public, Ecuador, Guatemala, 
Haiti, Honduras, M e x  i c 0 ,  
Nicaragua, Panama, Peru, El 
Salvador and Venezuela. 

I11 TRANFERABLE-ACCOUNT 
COUNTKllrS : 

the Argentine, I3razil. Czecho- 
slovakia, the Dutch monetary 

. area, Egypt, Ethiopia. F in-  
land, Iran, Norway, Poland, 
Siani, Spanish monetary area, 
Anglo-Egyptian Sudan, Swe- 
den and U.S.S.R. 

1v BILATERAL COUNTRIES : 
Austria, Belgian monetary 
area, Bulgaria, Canada, New- , foundland, China and For- 
mosa, Denmark, F r e  n c h 
monetary area. Greece, Hun- 
gary, Italy. Japan, Palestine, 
P a r a y a y ,  Portuguese mone- 

Etyblrmth Anw.1 R~Fort,  Bo,ik of lnlrrnnl<onnl 

concerned, every country has the 
right to transfer sterling to and 
from any other country within its 
Group without permission. For  
Group 1It this right applies only to 
payments for  current transactions 
(which other countries in the same 
Group arc hound to accept) but 
block transfers resulting from a 
number of payments for current 
transactions would not be ruled out. 

Thc  facilities described above 
provide a large fieli? of " automa- 
tic " transferability for sterling. 
But, in addition, sterling transfers 
are allowed without permission of 
the U.K. Control, for  any purpose. 
from Groups IT, 111, I V  and V to 
Group T (Sterling Area), and from 
Group TI to Groups TIT and V.  
Moreover, Group 111 may also 
make sterling transfers to Group V 
in respect of current transactions. 

I n  all other cases sterling trans- 
fers require the permission of the 
U.K. Control for each specific 
transaction. The importance of 
these '' permissive " transfers of 
sterling ought, however, not to he 
underestimated as regards either 

' 

' Srttlmncittr, B d e ,  Switrrrland. Ju#ir 14 ,  19.18. 
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the number and scope of the trans- 
actions involved or their aggregate 
value. I n  fact, such transfers 
enable the settlement on a sterling 
basis of a large number and :mount 
of trade and other current traus- 
actions on a wide international 
basis. The facilities amy be avail- 
able for most types of transfer not 
covered by the automatic facilities 
described above; but they are par- 
ticularly important in conncction 
with the countries in the so-c;iIIcd 
"bilateral " Group IV. 

Unlike the other categories of 
countries, Group IV is not a formal 
group. The countries includcd i n  
it are  the subject of bilateral pay- 
ments arrangements with the U.K. 
(and covering the whole sterling 
area) but the bilateral form does 
not necessarily exclude " permis- 
sive '' transfers by Group 1V coun- 
tries either with one another or with 
other countries outside the sterling 
area. In  fact, the monetary and 
payments agreements between the 
United Kingdom and the bilateral 
countries do, in general, provide for 
such transfers of sterling between 
the countries concerned and other 
non-sterling countries, as may be 
agreed. In  practice, a large volume 
of .business has been and continues 
to be transactecl on these lines. 

As an extension of both the auto- 
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matic and the permissive '' trans- 
ferability, the U.K. Control will 
also, in many instances, allow mer- 
chants in one non-sterling country 
( X )  Jo receive sterling from or  pa)'. 
sterling to another non-sterling 
country (U) in respect of mer- 
chanting trade between Y and a 
third country ( Z )  even where 
sterling payments would not at 
present be permissible for direct 
trade between X and Y or  between 
X and Z. The basis for such faci- 
lities is the extent to which direct 
payments between Y and Z are 
allowed either on automatic or  on 
" permissive " grounds. In  other 
words, such merchanting trade faci- 
lities, by widening the field for 
sterling payments. help still further 
to promote trade between the coun- 
tries concerned. 

The  U.K. Control appreciates 
that "administrative " (i.e., per- 
missive) transferability is not an 
end in itself and, where developing 
circumstances allow, this is replaced 
by untrammelled transfera1)ility for 
current transactions. Nevertheless, 
" administrative " t r a nsferability 
seeks to ensure the maximum pos- 
sible How of sterling in inter- 
national payments for those coun- 
tries to which more automatic 
facilities cannot, for  whatever 
reasons, be granted at present. 

Currency Rates 
T IS learnt from reliable sources here (Paris) that exploratory talks 1 0" an  adjustment of certain European cnrrency rates i n  terms 

of the American dollar arc now taking place hetween leading financial 
experts of Britain, France, Belgium, and other European countries. 
The position is that, owing to the free market for American dollars 
in Paris, exporters who sell in dollars can make an average hetween 
the official rate of 214 francs and the free market rate of 360. This 
advantage is lost when selling in pound sterling, etc. The new rates 
aimed at correspond approximately to that of  260 francs to the dollar. 
This would put the pound at 1,045 francs instcad of the present 864. 

-TNE MANCHESTER . ~ U A R l I l A N ,  Atrgtrst 12, 1948. 



WAROLD G. JUDD 

WEALTH FROM WASTE 
THE following are examples of a verted into reconstituted leather. 

few of the many materials the The  new product, which is hard- 
recovery of which has increased the wearing and can be sewn and 
supply of raw materials for  intlus- channelled, is used in the manufac- 
try and promoted economic use of ture of shoes. 
wasted by-products :- 

FIBKOUS SLuDck:.-The manufac- 
ture of cigarette-paper leaves a sub- 
stantial quantity of sludge which 

Sawdust Produced in large was formerly regarded as waste. A 
quantities all over the country and Illethod has now ben foulld for ex- 
difficulty has often been experienced tracting the fibrous material in this 
in finding useful outlets for  it. As and utiiising it in the manu- 
a result o f  intensive research vari- facture of thousands of tons of 
ous uses have been found which cardbo3r,d, 
have already led to the creation of 
new industries. I t  is employed ill wAsTE pAPER,-'rhe capacity of 
the production of phenolic plastics the for conve.ting waste paper 
and resin board, and as i i  building illto boards for packaging exports, 
material i n  the shape of bricks and producing building boards and car- 
tiles. I t  has further possibilities for tons for packing foods, as 
the manufacture o f  industrial a thousand other things, is 8 ~ , ~  
:rlcohol, and in the Inst resort c:m tons per annum, and the rate of 
be used to generate heat nud power recovery fro,,, is now 
in  stoves designed fo r  its use. Fac- rnnning at 700,333 tons per annum, 
tories in London and elsewhere are  Industrial salvage groups, tbY 
now engaged in the successful organising effective collections 
manufacture of bo:irds and in- works factories, are 
sulating material made mainly from contributing the 
wood chips and sawdust. tonnage now being collected. ,Many 

new and ingenious uses have been 

Examples of this are to be found 

Ponel lh  and even bolts, nuts, and 
bearings. 

A m  

, 
~ ~ ~ ~ ~ ~ ~ . - ~ i ~  is the trade name devised in which paper takes the 

facture of bottles and other glass- in aeroijlane parts, machine cam- 

for  hroken glass, which has found piace Of and even 
greatly increased use ill the nlanu- 

ware and is thus helping to fill the 
gap occasioned by the shortage of 
soda ash for the manufacture of 

f rm sand, this way a I3o~~s.--It  is stili not sufficiently 

bones d a y  in the production of 
fats, glues, fertilizers, and livestock 
feeding-stuffs. T h e  issue of bone- 
less meat has had the effect of 

LEATHER.-Leather scrap for- greatly reducing the salvage poten- 
merly regarded as waste is now tial, but the percentage of wastage 
pulled, chemically treated, and con- Industrialists are  

waste a,,rkward n l l c ~  ,..- recognised what an i w o r t a n t  part 
pensive to get rid of ,  is put to good 
productive use. 

is far too high. 
** r-, R - L ~  oi r,,dwtry: J ~ I ~ ,  194~8. 
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taking steps to see that the bones 
from their canteen meat supplies 
are recovered and disposed of to the 
appropriate industry. Incidentally, 
they are also urged to ensure th3t 
all kitchen waste, including food 
scraps, is disposed of to assist thc 
pig industry. 

Other developments include the 
processing of oily rags to recover 
both the oil and the rag, the re- 
covery from pickling liquors of cop- 
per, iron oxide, and other pigments, 
the recovery from photo films of 
silver and cellulose, the reclama- 
tion of lubricating oil by re-refining. 
the manufacture of carpet under- 
lays from scrap Finlatex lioam, the 
use of gelatine waste and damaged 
cereals in making foundry core 
compounds, and the recovery of 
tanning liquors for conversion into 
chrome sulphate. 

A strikinl: example of a rather 
different type is the container re- 
covery service, organised by :i 
group of industrial companies dur- 
ing the war and still carried on, for  
the collection, repair, and redistri- 

bution of cardboard containers, 
packing cases, and sacks. By this 
service 3%. containers have been 
made available for re-use, to the 
economic advantage of industry. 
Little imagination is necessary to 
realise the enormous benefit of this 
single branch of “salvage and re- 
covery ” to the packing and distri- 
buting trades and to the mainten- 
ance of our supplies of food and 
other materials. 

A significant factor in the devel- 
opment of the salvage movement 
has been the relatively small amount 
of new organisation required. Just 
a s  in the domestic field salvage 
work was effected by a small 
adaptation of the refuse collection 
schemes of the local authorities, so 
in industry every advantage has I 
been taken of existing staff and 
organisations. The main require- 
ment is the interest and intelligent 
co-operation of the management 
and the employees, and where this 
has been secured the results fa r  
outweigh the small amount of addi- 
tional effort and cost entailed. 

I 

Swords into Ploughshares 
THE extcnt of technical enterprise being shown in British industry 

Great resourcefulness has 
been shown in the conversion of snrplus war materials to peaceful 
pnrposes. Ammunition powder is used as fertiliser, Rren Gun 
carriers make agricnltural tractors, parachutes make wearing apparel, 
tanks are being converted for excavating open-cast coal. 

Radar is to he 
seen in the development of navigating instrnments for merchant 
shipping, and another use is the location of whales. Electrical equip- 
ment used to detect land mines has been adapted to locate nails in 
timber before wood is passed through machinery, and to find metal 
objects accidentally swallowcd by cattle. A well-known firm has pro- 
duced a worsted fabric weighing less than one-third of the lowest 
weight. previously considered possible. Among new agricultural 
equip,ment are machines for harvesting potatoes, while a mobile dryer 
can produce a ton of dried grass a day. with only one operator. and 
a ,selective weed killcr destroys wced) without damage t o  ‘crops. 

promises well for Britain’s future. 

* 

More important is the adaptation of war ideas. 

’ 

’ ’ 

..:I, 

-$fIQLASD .nASK REVIEW, 1918. 



* WANTED * 
Bold New Ideas I 

UR material well-being; our 0 very existence, is likely to be 
dependent on the quality of 

our ideas. Ideas are as important as 
coal. Without a continuous flow of 
ideas constantly put to the test we 
shall not survive. And putting ideas 
to the test means experiment. 

Experiments are taking place- 
bold, well-thought-out experiments, 
based on available knowledge and 
reaching far out into the unknown. 
Did you know, for instance, that 
icllow countrymen of ours have been 
trying to fertilise a sea loch in Scot- 
land with artificial manures? The 
object was to grow fish as a crop. 
I t  was found that the yield of fish 
suitable for human consumption was 
jirobahly as great per acre of water 
as the yield of corn or potatoes 
obtained by using the same fertilisers 
on an acre of good soil. It's clear 

. how important such an experiment 
might be to us. 

Then did you realise that efforts 
were made during the war to develop 
what is called " food-yeast "?  Yeast 
is a plant that can grow at extra- 
ordinary speed in certain sugar solu- 
tions, i f  the temperature and other 
conditions are satisfactory. These 
war-time efforts were made to make 
food-yeast an alternative food for 
Rritain, i f  the need should become 
desperate. Yeast is a dull hut most 
valuable foodstuff. Have t h e s e  
experiments no significance for the 
future, in the emergency feeding of 
starving peoples? 

Again, have you ever shuddered at 
the news that the Brazilians are 
burning coffee-beans to drive railway 
engines? Next time you read such a 

B.B.C. H o w  Swvk 

thing, think again. It is possible that 
" fuel-crops," as they are called,. 
crops grown to he burnt in boilers, 
may become really important. Coal, 
and lignite, and peat, are only fuel 
crops which have matured over the 
years, millions of  years; supplies of 
each may one day fail. Timber is 
itself a fuel-crop vital to certain 
countries. The new fuel-crops may 
include wheat, or coffee, or potatoes, 
or sugar-cane, grown specially for 
burning. The difficulties are innumer- 
able, the risk of exhausting fertility 
of the soil is very great, but there 
seems no good reason why Britain, 
with her responsibility for vast terri- 
tories overseas, should not be experi- 
menting actively in this field. 

The cost of experiments may he 
high, but other countries, smaller and 
less wealthy than w e ,  have not hesi- 
tated to launch hold, constructive 
experiments in similar fields, and 
have reaped rich harvests. Think of 
the Severn barrage. Three separate 
Commissions have already reported 
on the possibilities of the Severn 
bridge and the Severn barrage; we 
are now going to get the road bridge 
across the Severn hut not yet the 
barrage, to harness its tides. The 
harnessing of tidal power is one of 
those undertakings that Britain could 
so well launch, and which would 
shake the world. The cost of harnes5- 
ing that cnergy would run. into many 
millions of pounds; hut the returns 
from it ,  in millions of horse-power 
each year, in prestige for our engi- 
neers, might he immense. 

Then there are examples in quite 
different fields where fresh and bold 
thinking is just as much needed as in 
agricultural economics or in engineer- 

'e, Mny 16. 1948. 
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ing. Take the working week. Apart 
from the housewives, who are prob- 
ably working longer, some twenty 
million people in this country are 
working some forty or more hours 
per week, the whole year round 
except for a short and inadequate 
holiday. Why? Partly because of 
tradition, partly expediency, but 
seldom, in point of fact, because hard 
creative thought guides the pattern 
of our working lives. Do we know, 
for health and for eficiency, how 
many hours the individual should 
work a day, or a week, or a month, 
or a year, or i n  a lifetime? We do 
not. We do not know and we there- 
fore argue, negotiate, haggle amongst 
ourselves on an arbitrary basis of 
guesswork, not piece-work or time- 
work, hut guesswork. Here is an 
opportunity for experiments of hasic 
human importance, in this country, 
at negligible cost. We have the 
brains and the material. Whole fac- 
tories, whole districts of the country, 
might voluntarily agree to try out 
different schemes for a period. For 
example, you might work two long 
weeks of sixty hours per week fol- 
lowed by the third week without 
work. Or, again, an ordinary man 
working a forty-four hour week for 
fifty weeks in the year does no more 
hours of work than he would have 

M M M W  

done i i  he had worked forty-five 
hours per week for forty-five weeks 
in the year-that would give him 
seven .weeks' holiday-for study or 
travel, perhaps, instead of a paltry 
two. We do not know which system 
is best, because we have not tried. 

Bold experiment, boldly entered 
into after skilled and sympathetic 
examination, can do much to raise 
our standard of living at home. The 
stimulus to the morale of our country 
and to our prestige overseas would 
be immense. And if we all know 
what is happening and maintain our 
interest in it, we can spur 'it on by 
our own work and our own effort. 

Then we may see power being 
brought from the Icelandic or the 
Norwegian waterfalls to the British 
coastline, water from Wales being 
brought to the thirsty cities of the 
east, collieries managed with a new 
vision and the personal touch, more 
fish in our fish-shops, food-yeast in 
starving India - these and many 
more, bold in their conception, 
imaginative in their execution-that 
others may come to see and to learn, 
yes, and sometimes to buy. We are 
entering the Age of the Open Mind, 
the age of new ideas-if we would 
be worthy of it, and of the past 
tradition of this country, let us be 
hold. 
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ADVENTURE IN PLANNING 

caused profits to rise more than 
wages and salaries. There is no way 
of preventing this under inflation. 
Inflation is a state i n  which people 
are spending, on consumer goods 
more than those goods have cost to 
produce; every extra inflationary 
penny, i f  spent at home, must go into 
profits. Those socialists who still 
think that inflation doesn't matter 
much are the friends of profiteers 
and the opponents of labour. 

Secondly, inflation has sabotaged 
our socialist objectives. Labour 
came to power determined that 
during its regime the essentials 
should come first. But inflation, 
coupled with price control of essen- 
tial goods, has sucked resources away 
from essential industries, so that, 
compared with 1938, the biggest in- 
creases of production are in the least 
essential industries. 

I 

By W. ARTHUR LEWIS 

TIE first thing to he planned in a 

of money-that i s  the nlosi inlpor- 
tan' lesson of Labour Govern- 
melit's fmt three years of illanning.  guan^ against and 
That it is folly to have too little 
money in circulation we learned in 
the grim years hefore 1939; that it is 
equalb' to have too much American satellite. This it has done 
money in circulation we have only by retaining on the home market 
just begun to realise. goods which should have heen ex- 

Irorted, and so forcing tis to depend 
on i\merican charity to 

on the books for whom ii full week's 
work cannot be provided. and ex- 
penses generally are inflated. The 
forces of competition which, under 
private enterprise, arc our main safe- 

cannot work during inflatioll. 

planned economy is the supply 

Fourthly, inflation has an 

Inflation has played havoc with us 
Firstly. it has 

our 
in a oumhcr of ways. 

Fifthly, it has made the work of 
all the controls much more difficult. 
Price controls have been made, not 
only more difficult to enforce, but 
even positively harmful, because they 
have made the production of cssen- 
tials so much less profitable than the 
production of inessentials. Raw 
material controls have lieen strained 
to breaking point for the same 
reason. Indeed, the more inflation 
there is. the more controls become 
necessary, and at the same time the 
lcss effective controls are able to be. 
I-IOW much easier it would he to get. 
labour for essential industries. with- 
nut inflation, and how ineffective 
even direction is going to he, given 
inflation ! Similarly, control of 
u':i~es cannot succeed i f  inflation 
continues. Physical controls are not 
and cannot he an efficient substitute 
for controlling the quantity of money. 
Their iob. on the contrarv. is made 

I ,  I 

Thirdly, inflation has reduced pro- 
ductivity. I t  has exhausted stocks 
and work in progress, and so im- Fortunately this woeful tale has 
peded the smooth flow of production. come to an end. The inflation is 
At the same time, it has made em- over, hut it is over only because we 
ployers careless of costs. Tn many ' are still relying on f o r e i p  aid and 
industries workers are being carried because we have cut the investment 

EHroctr f r a  " So& Commml.wy," Junr. 1948. 

all the more difficult hy inflation. 
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programme so drastically. We must 
%now find a way to increase saving, so 
that it will become possible to resume 
investment at the level that is neces- 
sary, without inflation, and without 
an adverse balance. Will voluntary 
saving ever suffice? The truth is that 
this problem is not due to the war; it 
is inherent in Socialism. I n  the old 
days, the rich did all the saving that 
was necessary, reaching 20 per cent. 
of gross national income quite easily 
during the nineteenth century. But 
to-day, although many Labour propa- 
gandists refuse to believe it, the rich 
have become, thanks to heavy taxa- 
tion, a negligible element in the 
national income. Such saving as the 
country needs can no longer be done 
mainly by the rich. It must now he 
done mainly by the poor. Many 
Labour people still refuse to face this 
fact, hut it is inescapable. Last year 
we invested at least f675 million 
more than we were willing to save. 
Does anyone really believe that there 
are rich from whose current incomes 
the Chancellor could squeeze another 
f675 million a year? Even when 
every penny has been squeezed out 
of  the rich, and out of the middle 
classes, we shall invest as much as 
we need to invest only if we cut 

M W W  

Government use of resources and 
working - class consumption. The 
Government seems adamant; it denies 
that useful cuts can be made in its 
expenditure. (now running at the 
appallingly high fig!we of 45 per cent. 
of private incomes). The only 
alternative is then compulsory cutting 
of working-class consumption by the 
Government. 

To maintain permanently a budget 
surplus equal to the difference be- 
tween investment and saving is the 
simplest way to solve our problem, 
hut is it not a fi is aller? Given that 
the worker has to be made to save, 
is it  not better than he should have 
a personal asset to show for his sav- 
ing, than that he should have.only 
the knowledge that he has contri- 
buted to paying off the National 
Debt? A private “nest-egg” is so 
often the difference between worry 
and happiness, and betwcen indepen- 
dence and subjection. ]\‘e ought to 
he working out some scheme by 
which the sums which the workers 
will he having to save through the 
budget surplus will bc individually 
identifiabie, and available in cash 
under a wide range of emergency 
circumstances. 
M M M  

Employees in Local Government 

Dote. 

lune1939 . . . . . .  
June1945 . . . . . .  ... 909 

Ilecember 1946 ... ... 1,052 
June1947 . . . . . .  ... I.085 I28 
Dcccmher 1947 ... ... 1.105 I30 
January 1948 ... ... 1.108 131 
February 1948 . . . . . .  1.113 132 
March 1948 . . . . . .  ... 1,118 132 

June1946 . . . . . .  ... 1.004 

These total statistics show that since 1939 the numher of em- 
ployees in the local government service (excluding the major trading 

undertakings) has increased by no less than one-fhird. 
Local Couemmmr Finance. July, 1948. 

108 
119 
124 
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B u y  National Savings Certificates the Bank way- 
it is simple, automatic and without any additional charge 
to you. You just sign the special Banker’s Order form 
which your Bank Manager can now give you, authorising 
either a single purchase of National Savings Certificates, 
or a regular monthly investment. That is all you have 
to do-and with a stroke of the pen you will have helped 
to secure your own future, and your country’s prosperity.’ 

You can now hold 1,000 IO/- units of the new Certifi- 
cate, and in ten years this E500 will have grown to E650 
free of tax. Secure for yourself this profitable gilt-edged 
investment by calling on your Bank Manager. 

SAVE - The Bank WZy 



DIGEST .REVIEW 

, 
The Conquest of Unemployment 

By E. VICT( 

TIIS book’ is a middle-of-the- 
road approach to the problem, 

which, as it says, will s e  e m  
revolutionary to a conservative and 
conservative to a revolutionary. The 
main part of the book is taken up 
with an analysis of the system of 
free enterprise and a discussion of 
what he regards as its two defects, 
unemployment and unnecessary in- 
equalities of  wealth, based on the 
writings of Lord Keynes. 

He begins by saying, “If we arc 
to get the greatest possible welfare 
from limited resources, our economic 
system must ftilfil, as far as possiblc, 
five conditions : 

Full employment of available 

Freedom of the worker to choose 

Efficient production. 
Fair distribution. 
Making what the buyer wants. 

These conditions are equally im- 
Dortant for any type of economic 

labour. 

his employment. 

. .. 
system.” 

H e  reiects the Socialist solution 
and puts-forward another way to full 
employment. He speaks highly of 
the White Paper, “ Employment 
Policy,” issued in 1944, as a diagnosis 
but regrets that it does not follow up 
in its prescription the full implica- 
tions of the diagnosis. In  his view, 
the Chancellor of the Exchequer 
should present to Parliament not one 
Budget b U t t h r e  e interrelated 
Budgets : a ’ “  Master Budget,” of  
national income and expenditure; a 
“ Revenue I3udget ’’ showing how 

3R MORGAN 

much the central Government was to 
raise and spend, by what means and 
for what purposes, to which might 
usefully be added a similar statement 
for public authorities; and, thirdly, a 
“ Foreign Payments Budget.” 

“ Whenever the Master Budget 
shows a lack of balance on the infla- 
tionary side, steps must be taken to 
reduce effective demand. If the 
Master Budget shows a chronic 
deficiency in demand, a long-term 
spending programme must be put in 
operation with the object o f :  (a) 
stimulating consumption and dimin- 
ishing of saving through low interest 
and greater equality of incomes; 
(b) the encouragement of private 
investment, also by low interest 
rates; (c) the undertaking of all prac- 
ticable and worth-while forms of 
public works; (d) if necessary, a 
budget deficit financed at very low 
rates of interest by the issue of large 
quantities of new money. 

“ To meet fluctuations in demand 
we need : (a) measures to stimulate 
consumption through.the reduction of 
social insurance contributions or the 
unblocking of  deferred credits when 
unemployment is forecast and before 
it actually occurs; (b) as a second 
line of defence, plans for speeding 
up public works and borrowing to 
meet ordinary expenditure, which can 
be put into effect quickly if the first 
line of defence is pierced.” 

Mr. Morgan sums up his conclu- 
sion as follows : 

“The  main purpose of this book 
has been to show that mass unemploy- 
ment arises because of the failure of 
effective demand to absorb all that a 
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HERE is an economic and social survey of Great Britain that 

meets a most urgent present-day need. Indeed. so great is 
the demand far it that very few copies are now available; and 
these will shortly be snapped up. Only by returning the mupon 
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fully employed industrial society can 
produce. Effective demand consists 
of the aggregate spending of the 
whole community--of individuals, 
private firms, local authorities, public 
bodies and the central government. 
This aggregate spending is made up 
of spending on goods for current 
consumption on the one hand, and on 
newly created capital goods on the 
other. The former are normally 
bought out of current income, the 
latter by borrowing. 

“ I n  .order that some people may 
borrow and spend, it is necessary that 
cjthsrs should save. If more is bor- 
rowed and spent than the community 
wishes to save, effective demand is 
increased. When we have idle 
resources, this will lead to an increase 
in employment and national income, 
and out of  a higher national income 
more will he saved. In time of  full 
employment an increase in effectivr. 
demand would produce a rise in 
prices and a more unequal distrihu- 
tion of income, and this, too, would 
lead to ao increase in saving. Thus 

borrowing-and-speiidiiig creates its 
own saving. Saving, however, has 
no similar power of creating its own 
borrowing-and-spending. An increase 
in thrift unaccompanied by an 
increased willingness to borrow and 
spend would reduce effective demand 
and would choke itsclf off by causing 
unemployment and lowering income, 

“Saving is thus a social virtue 
only so long as it is accompanied by 
a desire to borrow and spend: At 
the root of  the nnemployment prob- 
lem is the fact that saving and 
borrowing-and-speiidirlg are done by 
different groups of  people and from 
diffcrcnt motives, and that i n  the past 
we have had no machinery for 
balancing the two otherwise than 
through changes in employment and 
income. Except when swollen by 

.-I gccveriiment borrowing to finance a 
war, borrowing-and-spending has 
been too little to absorb all that the 
community would have wished to 
save out of  full employment income, 
and. so we have had chronic unem- 
ployment.” 

G.B. 
M M M M  

Elderly Workers Increase 
A m i %  to Ministry of Labour statistics, the proportion of 

elderly workers in industry is higher now than before the war, 
althouph not as high as during the peak war period. The followinp 
figures show those who had some employmcnt during the preceding 
half-year :-Men, 65 and m e r :  320.000 (1939); 600,000 ( lY45);  
456,000 (1947). \Vomcn, GO and over : 63,000 (1939); 118,000 (1945); 

l’hc increase is attrihutcd partly to an increasc in thc total popula- 
tion of these ages :--Men, 65 and under 70 : 796,000 (1939); 875,000 
(1947). Men, 70 and over: 978,000 (1939); 1,257,000 (1917). Women, 
60 and under 65 : 1,180,000 (1939): 1,312,000 (1947). Women, 65 
and over: 2,359,000 (1939); 2,932,000 (1947). The percentage of  
men of 65 and over in insurable employment rose from 18 in 1939 to 
21.4 i n  1947, and the percentage of women from 1.8 to 2.5. In all 
manufacturing industries, men over 65, and women over GO formed 
3 per, cent. of the total emliloyed; the figure for men heing 3.3 and 
for  women 2.2 per cent. In non-manufacturing industries the 
percentage of men of 65 and over varied from 6.1 in catering to 0.9 
in  the passenger transport services. 

-A.liiiisrry of Lnborir  Cozerfe, Inly, 1948. 

104,oon (1947). 
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Sterling Convertibility 
Breakdown 

'' The lesson of the breakdown o i  
Sterling convertibility (August, 
1947) would seem to be that there 
is little point in trying to tix in 
advance precise dates for any par- 
ticular action to be taken. The  
aim must rather be to establish, in- 
ternally in the various countries 
and in their relations with one 
another, a state of affairs in whic'l 
sufficient reserves are available to 
make convertibility, when it is 
eventually re-established, appear a 
natural step in accordance with the 
realities of the situation. But, for 
that to happen, time will be needed, 
and the foreign aid which European 
countries require should serve this 
very purpose of providing a respite 
during which reorganisation can be 
carried out."-From 18th Annual 
Report, BANK FOR INTERNATIONAL 
SETTLEMENTS, BASLE ( J i m  14. 
1948). 

Canadian. Boom 
" The virtual elimination in 1947 

of the surplus in the Canadian 
balance of payments is a reflection 
of Canadian prosperity. Canadian 
incomes attained new high levels, 
and . . . investment in plant, equip- 
ment and housing rose to record 
levels. Imports and other expen- 
ditures abroad also rose."-Annual 
Report for 1947 of FOREIGN CON- 
TROL BOARD, OTTAWA. 

Failure of Clearing Plan 
" Last November, France, Italy 

and the three Benelux countries 
agreed to charge the Bank of Inter- 
national Settlements with the task 

of examining month by month the 
balances of their respective clear- 
ing accounts to see if it would be 
possible to effect a clearing. . . . T h e  
agreement has now been in force 
six months, and six other W. 
European countries added to the 
original list. . . . I t  was found, to 
the great but unjustifiable surprise 
of all concerned, that the balances 
which could be cleared were for the 
most part quite negligible, while the 
great bulk could not be cleared at 
all because of the absence of com- 

NOMIC SURVEV, May-June, 1948. 
pensating bahllCeS.-ITALIAN 'ECG- 

U.S. White-collar Workers 
'' One of every 7 persons in non- 

agricultural pursuits are currently 
employed in clerical and related 
white-collar fields. ' I n  1930 the 
ratio was one in 10, while in 1870 
it was only one in 74." But this 
trend may now be reversed, since 
"not  only has the wage-earner 
fared better percentagewise since 
1939 than the salaried worker, but 
in some instances the actual earning 
position of the groups has-been re- 
versed." - Gertrnde Deidsclz in 
CONFEREXCE BOARO BUSINESS RE- 
CORD (U.S.A.), May, 1948. 

Economics U .  Politics 
" The disregarding of the advice 

of economic experts is among the 
more puzzling inconsistencies of 
our age. , . . At no time have more 
students studied economics than at 
present. But at no time has less 
attention been paid to the findings 
of economic research. This is a t  
variance with social attitudes to- 
wards other fields of scientific en- 
quiry. No politician would take it 
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upon himself to defy  the findings 
of a nuclear physicist and develop 
a political physics of his own.”- 
Speech by Prof. F .  Baerwold, pub- 
lished itr VITAL SPEECAES, May 16, 
1948. B r i t i s h  Eficiency 

pre-war. Expansion is also planned 
in Eastern Europe.--EcoNoMIc RE- 
V I E W  OF FOOD AND AGRICULTURE, 
Vol. I. No.  2. 

Danish Recovery 
Austerity in Britain has meant 

austerity in Denmark, but, in spite 
of this, the Danish economic 
position improved during 1947, 
although the world shortage o f  
feeding stuffs and fertilisers hin- 
dered production of food. The 
dollar famine was, as elsewhere, the 
dominating factor, and Denmark 
was hit by the rise in price of raw 
materials, which was not matched 
hv that of farm ~ r o d u c e . - -  

American conclusions about stag- 
nation in British industries are 
often misleading, since they are 
based solely on compariscns of out- 
put per inan hour. I t  is compara- 
tive price which concerns the cus- 
tomer, and in this the U.S.A. often 
fails to compete with Eritain. “ If 
Britain can still produce more 
cheaply than America, surely her 
technological backwardness can by 
no means be deSperate.”-EASTERN 
ECONOMIST, June 1 1 ,  1948. 

i -  

L’ECONOMISTE I~JROPEEN, July l l ,  
1948. Development Capital 

In  spite of strong nationalism, 
under - developed countries are 
realising that foreign capital is vital Hurd  Question 

“ The controversy of hard versus to their progress, and will only 
soft money, though ages old, 1s not come on its own terms. Even in 
yet resolved. 1s hard t n o n q  hard India, control by Indians of 
thinking, or just rigor mortu of the foreign-financed enterprises is not 
economy; is sof t  money soft, think- now to be insisted upon. I t  is ad- 
ing or the economic aflatus drvinus? mitted that import of capital is ‘‘ a 
Or must we painstakingly enquire two-sided affair; as everywhere in 
and follow the Middle Way?”-  life. the balance of advantage lies 
Edwin B. *wikon, QUARTEULY with the giver.”-EASTERhT ECONO. 
JOURNAL OF ECONOMICS ( H A R -  MIST, N n u  Delhi, April 23, 1948. 
VARD), May, 1948. 

U.S. Labour 
Potatoes A recent survey in America 

Europe produces two-thirds of shows that 78 per cent. of workers 
the world’s potatoes-five times ,as say they are “ pretty well satisfied ” 
many per head as in North America with the officials of their local 
-yet there is a shortage. More union, and 41 per cent. think they 
than half used, to he fed to live- can g$ “ a fair shake from manage- 
stock, but now human consumption ment compared to 36 per cent. 
has increased sharply and animals who do not;  the rest are undecided. 
must go without. The  1947 crop Against this background of com- 
was 24 per cent. less than the pre- parative contentment, attacks on the 
war average, but new plans by the free enterprise system make little 
16 Nations should raise production progress. - U.N. WORLD, June, 
by 1949 to nearly 20 per cent. above 1948. 
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1808 - 1948 
“The times are changed and 

we are changed with them” 

To dip for a moment into the past, It is, we think, worth 
recalling that as long ago as the Georgian era the“Atias” 
f irst embarked upon service to the public. 
For a considerable perlod that service, largely confined 
as It was to the United Klngdom. remained limited in 
scope but, with the passage of time, the Company 
began - somewhat tentatively, perhaps - to operate 
overseas. 
Today, the “Atlas” service, vastly extended, covers 
the greater part of the clvilised world and, fortified 
by our knowledge of the past and st i l l  believing in the 
future, we shall. continue that service as the years 
travel upon their course. 
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EYES OF INTERNATIONAL 
INDUSTRY AND TRADE 

N the present complex state of world affairs, business is a scientific 
'operation in which the industrialist, the technician, the merchant 
and financier each play an integrated part, and directors must have 
an extensive knowledge of current affairs in businesses and in countries 
other than their own. Indeed, no intelligent business man would plan 
to make or market anything for use outside his own country without a 
wealth of data before him. Building up a basis of information on 
which right decisions can be made, is, of course, as laborious as it is 
necessary; but while businesses are blind without it, only the very 
largest organizations can have their own eyes of commerce. 

To meet this present-day need for the fullest current information for 
the business man, The Times publishes its Review qflndusrry, which is 
recognised not only as the most authoritative journal of its kind but 
also as the most comprehensive monthly survey of technical develop 
ments, industrial and commercial progress and economic conditions in 
the world. 
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