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O u r  Service to Readers 
Scope of Economic Digcsr: Economic Digrsr was crCated by the 

Economic Research Council l o  meet an urgent .practical need. I t  
became evident that members 'of thc Council, and indeed all.who 
we concerned with economics and political science either pro- 
fcssionallg or as leaders of public opinion, were defeated by the sheer 
mass of articles. lectures. memoranda. conferences and books. They 
dcs:erately needed l o  have the vast output. from al l  parts of.the 
world, scrutinised and sifted. and their attcntion directed to the 
really significant items. 

That task was tackled by the Economic Research Council on their 
hehalf. The outcome was Economic DigesI. which quickly found 3 
world-wide readership spreading f a r  beyond the members of thr 
Council. I f  i t  i s  not the perfect solution of the problem. i t  has at 
least proved a vast time-saver and an enomous help to professiohl 
economists. polilicisns of a11 parties. administrators. men o f  affairs. 
nnrl rt,.rlrntr ". 

The Economic Research Council i s  a non-profit makin: organisa- 
tion in the edccalional field, and is So recognised by the Britibh 
Trtasurv. I t  offers Economic D i e m  as a ~ractic31 contribuiian IO ~~ ~ ~~ . .  , . " ~ ~ ~  
education in economics and political sci&ce: 

Readers' Quesrions. Answered: I t  i s  possible to present 'in 
Economic Digest only a small part of Ihe mass of reading matter-' 
reviews, speeches. private papers, as n,ell as newspapers, magazines 
and books from all over the world-xamincd by the Editors 'and 
staff every month. Thc task o f  covering a vast field. however. 
provides the Editors with material which they believe can he of 
great value to certain readers. .. 

Subscribers are therefore invited to submit any queslions con- 
cerned with economic facts. or lo submit their own writings or thcsrs 
for factual criticism which, for obvious reasons. cannot be elaborate. 

Readers are also invited to comment on the magazine. Suggestio?r 
designed to improve its value are always welcome. 

Letters of inquiry should include stamped addressed envelope for 
reply and be addressed to T h e  Editors, Economic Discst. . I 8  South 
Slreet. London. W.1; 
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SEEN IN PERSPECTIVE by GRAEME S. DORRANCE 

Resale Price, Maintenance I 

THE GOVERNMENT'S Whit; Paper. A 
Statement on Resale Price Main- 
renance (Cmd. 8274). has been much 
criticised, but this note is frankly in 
support of the policy there set. forth. 

Resale price maintenance is' the 
practice under which the seller of a 
product-usually the manufacturer- 
assumes the power to,instruct the 
purchaser-the retailer-not to sell 
it to a third party at less than the 
minimum price laid down by tne 
original seller. In some instances 
this limitation. may extend to cover 
the p&es at which other similar pro- 
ducts may be resold. 

Such an order may be.made, by 
one manufacturer in respect of his 
own product, or by a group of manu- 
facturers or distributors of a number 
of products. It may be enforced by 
threats to refuse turther supplies, 
by systems of conditional discounts 
on future sales, or. where effective 
private organisations exist. by fines. 

Bearing on Cost of Living 
Wpuld prohibition of these prac- 

tices reduce the cost of living? 
On that point the Government 

would seem to be over-optimistic. I t  
might have some slight effect, but it 
would be insignificant and unlikely 
to be enough to reduce the cost of 
living index by a single point . 

In 1950 all the distributive trades 
received f 1,561 millions, or 11.5 per 
cent. of the total market value of all 
goods sold. I t  therefore appears 
probable that retailers received 

about 8 per cent. of the value of 
their sales. 

These are tentative estimates, but 
.until we have an adequae census of 
distribution we lack material for 
more than tentative estimates; When. 
however, this relative income is con- 
sidered in the light of services ren- 
dered to earn it, it is evident that 
very little water can be squeezed out 
of the system here. 
P o l i t i d  Principles Involved 

We turn therefore to the principled 
involved rather than to the monetary 
considerations. 

If one believes in a "directed '' 
economy, one cannot reasonably 
object on principle to a system under 
which any individual plans output 
and determines who shall sell 
the product and at what price. 
Whether these decisions are made by 
a private individual or by a Govern. 
ment official is a matter of minor 
significance and not a matter of prin- 
ciple. Indeed the question of who 
shall make the decision is relevant 
only if  onc accepts the policy of a 
directed economy. 

If, on the other hand, one believes 
in the desirability of a private enter- 
prise competitive economy. then one 
must revolt against any such arrange- 
ments. That is the point of view of 
this note. ' 

We ask. then. what right has amy 
manufacturer to dictate the policy 
of his customer? Merely to ask the 
question disposes of most of the 
argument the White Paper has 
aroused. 
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The nianufacturer, of course, has resale price mainten&* in order to 
his inherent' rights. He clearly has ensure that the quality of their goqds 
the right, for instance. to determine can be maintained. * 

the type of article he will or will not It is impossible to take such an 
produce. A distributor may ask the argument seriously. for it is a sad 
manufacturer to produce a specific reflection on the . manufacturer's 
type of good, and offer to pay an integrity. 
agreed price for it. but the producer Then there is the argument by 
has an absolute right to decide analogy. Since trade unions fix mini. 
whether or not he \ylll do as he is mum wages below which none of 
asked. their members will work, why should 

Similarly his customer has the not manufacturers 6x minimum 
right to decide for himself his own prices for the  re-sale of their goods? 
policy in re-selling what he buys. If But the analow does not hold. 
a manufacturer wishes to impose What union seeks to fix minimum 
conditions Of retail sale. there is wage rates and also a minimum 
only one course open to him as of price below which their employers 
right: he should be Prepared to enter may not sell the product of their 
the retail field himself. For a manu- labours'! 
facturer to limit the freedom of 
action of the retailer to sell at what- The True Factors 
ever price he determines, and yet to What ye have to make up OUT 
be unwilling himself to undertake minds about in fact is just whether 
the risks of retail distribution. is an we are for a free competitive eco- 
intrusion upon thc rights of another, nomy Or not. 

If one believes that manufacturers 
Defence of Price Maintenance should be free to compete in the 

of the practice of production of the best article at the 
dictation has been defended. .I t  is most reasonable Price. and that re: 
said that the retailers* like tailers in their turn should be free 

know the of the, goods they to compete in the purchase and .sale 
buy. of these products. then one must 

Is there any serious sense in which support White paper. . 
it is true (for instance) that men like If. however, one believes that such 
to know that cigarettes will cost them examples of a truly competitive 
316 for twenty? The present writer econo.my lead to waste and inem- 
is fortified jn his sceptjcjsm by the ciency; or dislikes all competition as 
circumstance that he recently found Cnt-throat; O r  holds that any attempt 

little khown brand of standard by an individual producer O r  distri- 
quality cigarettes retailing at 318 for butor to improve his Position is U- 
twentyfive. me welcome with fair or ungentlemanly: then one will 
which this news was received by his be peflmbed. by the Processes in- 

friends satisfies him aat herent in competition. Retail price 
' of his friends '6 likes to pay maintenance is part of the apparatus 

2.1 pence per cigarette if he can buy of a noncompetitive economy: it 
similar ones at a rate of 1.75 pence. may .make life. more as the 
Everybody is glad to make a genuine Planned Society is 
saving. But the present writer admits td 

 again it is argued that it is neces- suspicion of tidiness, which too often 
nary for manufacturers to insist on denotes complete lack of flexibility 

tidy. 

' \  
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a n d  disinterest , i n  progress. irrelevant authority which is to be 
Mediaeval society was probably tidy,, granted to private manufacturers tb 
but it had to disintegrate in order 
that the modern world Should 
emerge. It is necessary to question NoTa:--ln the ' last number of 

previous notes on taxation would be 
necessary for modern society to dis- further devcloped.. The promise was 
integrate as the price Of further made on, ihe s t renah of preliminary 
advance. calculations which did not stand up to 

further scrutiny. The argument that 
' From 'Ihis point Of view the would have emerged has, therefore, no 
White Paper is welcomed. even if validity and, of course, is withheld. 
one has doubts about the rather ' G. S. D. 

impose t i iari i i i i i i i i  prices. 

any practices which would make it Economic Digest if WaS said that the 1WO 

. .  

Too Much! - PLANNING - Too Soon! 
That an increase, of cetititrar planning WBS avcrdue was accepted by 

the best orinion before the second world wilr. Underlying the various 
discussions of these mailers lhcrc was. I believe. the basic assumDtion that 
planning measures would bc introduced by successive Stw&S wiih careful 
forethoughi in such wise that thc essentials of Parliamentary control could 
be retained. During the war a fully planned economy had to be inlro- 
duced rapidly: the objective was 'clear and agreed upon, and rough ;md 
ready methods had to be accepted. The shapc ;and form of the plnnnmg 
we h a w  now is largely a continuance of what there u'as during .the. war. 
and it has  proved impossible for the democracy to .regain ? real control 
over the policy that underlies the planning. 

There is a fundanlental problem here, whioh cries for treatment by 
the political scicnlist. It is generally recognised that it is impossible to 
hnve a fully totalilarim rcgime without an intolerable surrendcr by 
individuals of their civic rights. The adoption of a niorc moderate form 
of planning does not eniail such woeful consequences 3s that. Indeed it 
may be consonant with full recognition of individual rights and a desire 
lo shape ths course of cvents in conformity with the wishes of the 
majorily. The real difficulty that tends to arise with moderate planning, 
and has in fact irisen in our case, is thnt the complexity of the system 
makes it impassible for the ordinary citizen to understand the ohdin of 
cause and effect, and to bring his critical apparatus lo bear upon' what 

' has been done. Indeed it must be. admitted that Ihe experts, the 
about this chain of cause and' effect, so thai they are  themselves to some 
extent acting blindly. Policy gives place to ad 'hoc expedients. 

Attention has frequently been drawn lo the fact that thc Government 
which we have had since 1945 has appcared to stumble from crisis to 
crisis. This may not be so much due to the lack of competence on the 
part of the Government as its critics would like to make out, but may 
be inhercnt in a system of planning which h33 come upon ub too quickly 
for anyone really to understand what decisions lead to what.consequences. 

It may be found after all that democracy, in the sense of a system of 
government in which what is done 
cannot be achieved save under a 
functions must not be loaded on to 
issues involved in  any^ given decision 
of the plain c/tizen and the astute 
Democracy then becomes a , poor weak ,.thing: .There may be , cerwin 

But 
there.is a wide.field iT! which it is unshackled by pu6lic opinion. simply 

: 

" 
.. 

. 
. 
. ' highly unpopular mesures that a government knows i t  must avoid. 

. a  because public opinion cannot understand what is. proceeding. , 

: Roy Horrud, Lo&/ Goyernmen1 Finance. London..'Jrrly 1951 

. 

. , : I .  
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From Dreams to Reality in Influencing 

‘Industrial Location, 
By Professor GEORGE POLANYI, F.R.S. (Manchester University) 

- 

CONI’RONTED IN practice with funda- 
mental difficulties, the Board of Trade 
who are responsible for the control 
of industrial location have shaped 
their practice very dilkrenfly from 
that envisaged by the original theory. 
In place of a wholesale reorganiz- 
ation of the country’s industrial 
structure. they have set themselves 
the humbler aim of “steering” as 
many new projects as possible to- 
wards districts which are actually 
eapcriencing unemployment And 
yet even this relalively limited and 
ambitious policy has run up against 
the fundamental dilemma-the con. 
Bict between economic and social 
considerations. between ideas of 
what might be fair and equitable 
and the earning of the nation’s bread 
and butter in the world‘s export 
markets. In practice it has been 
found necessary (with few excep- 
tions, to restrict permitted develop- 
.men1 even in unemployment areas 
to projccts which are classed as 
“dollar-earning” or “import-saving” 
and also to p3y due regard to the 
crying need for lahour in other in-  
dustrial regions and the limits there- 
by imposed upon any measures 
which have the general effect of 
restrajning the movement of unem- 
ployed workers in those areas. 

ure. They are, in fact. the outward 
and visible signs of success in the 
economic life octhe nation and any 
serious endeavour to prevent their 
emergence or’to split up what has 
emerged would be tantamount to a 
deliberate reduction of the black 
items in the national account. on the 
grounds that they have become un- 
balanced in relation to the red. 

The alleviation of transport con- 
gestion and kindred evils should be 
pursued by a different method. 
Rather than attempt to disperse 
population and ihdustry at such a 
distance from the present community 
that contact is virtually broken, we 
‘could seek to “loosen up” the con- 
urbations by spreading out houses 
and factories, while maintaining an 
even closer and easier inter-connec- 
tion than heretofore, through the 
improvement of roads and transport 
systems. Thus the swollen urban 
community, would remain an integ- 
rated economic unit even’ while i t ’  I 
becomes a better living place. 

(2)’ Next. ihz ‘‘ diversification ” of 
over-specialized areas. Here a double 
adjustment is needed, an extension 
of practice as well as a curtailment 
in theory. Encumbered in the first 
instance, with over-ambitious poli- 
cies and over-weiehted Dowers. the ~~ ~. ~~ 

authorities appear“ to  be afraid to Experience Teaches do even a little, lest the expectations 
We are faced with the question. which might be revived should lead 

therefore, of what would be a real- them on to do too’much. Within 
istic downward revision of the ideal the of more ob- 
of balanced industrial location. . 

jectives we might hope to achieve 
(1) First. in the’ overdeveloped at any rate some tangible,results by 

areas. Essentially. the existence of confining official intervention .merely 
such areas ought to be recognised to tKe encouragement of new de- 
as a permanent and necessary feat- velopment, while abstaining from , 

From ‘ I  Jndusrrinl Locotion.” Time and Tide. Londqn. May 19. 1951 
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any suggestion of compulsion or any scope of the policy and to provide 
endeavour to achieve a wholesale for the needs of disabled or other- 
transformation of the industrial wise handicapped persons among 
structure. It is well known that even the unemployed, while admitting the 
a very small infusion of "new blood" paramount claims of national econ- 
can have a disproportionate effect omic efficiency and consequently 
uuon the eeneral conditions and out- the need to absorb able-bodied and 
I6ok of an industrial conimunity. 
besides providing a nucleus for pos- 
sible future expansion. 

(3) In areas which are at present 
experiencing unemployment there is 
a similar contrast between theory 
and practice. The assumption has 
been that Government and privately 
'financed factories would be estab- 

I adaptable persons into areas of in- 
dustrial expansion. It is a t  any rate 
plausible that. even in dealing with 
unemployment, the limits of what 
can and should be afforded may ul- 
timately dictate not only the accept- 
ance of a reduced scale of invest- 
ment in subsidized factory building 
but also the abandonment of the 

lished as .quickly as possible to method of compulsion, since the 
absorb the local unemuloved. In latter irndies that firms can be forced 
fact, however, as a res& bf recent. 
restrictions, a number of schemes 
have been severely curtailed or in- 
definitely postponed. 

No one can deny that this is nec- 
essary in the prevailing circum- 
stances, the objection is rather that 
the need for economy and consider- 
ation for the earning capacity of the 
nation appears to be regarded as a 
temporary feature. It would be 
more realistic to revise the entire 

into th;choice of a relatively un- 
economic location. 

It may be that such a downward 
revision of objectives as has been 
suggested will prove to have been 
unnecessarily harsh in the light'of 
future experience. It is possible- 
but unlikely. The danger is rather 
that. without some such deliberate 
deflation of social ideals, even the 
practicable vestige -might be swept 
away in a general slump of values. 

innn I 9fi2 in  o I X T ~  7 6 547 I -US 17 fi  273 I 777 5 o 256 .___ 
2000 19i3-0 0 i h o i i i  6 

iooon 9241 13 4 5888 I O  0 ,  
5000 4708 6 8 3446 0 0 

20000 , 18408 6 8 , 9976 0 0 

' 
1417 5 0 
2554 I 5  0 
362915 0 
435415 0 

6354 I 5  0 
510415 0 

468 
843 

1198 
1437 
I685 
2097 

Nom-The July. 19!4. rou.nd sie?ling is taken as a base hecause chis is the date 
the cast-of-living index starred 

. t Based on movemew in 1914 cost-of-living indcx up.10 1938. and thereafter 
on movements shown in price index for all consumers' goods and services published 
each year in the National Income White Paper. 

t t  As for t up to 1950:'thereafter by reference io niovemcnts in the Interim 
index of  Retail .Prices. - 

Choncellor of Exchequer. Horisr of Commons. June 19. 1951 

. Bared on movemenu in 1914 cost-of-living index. 
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. How. Deadly is German ’ Competition 
By PROFESSOR F. BAADE. MD.B. 

(Director, Institute of World Economy. Kid) 
It  is mrr;tc rl inr  co,,iperirio,, herween Cc,rntuny w,d Hriroin w m  or 
will be a srrupgle fo? s w v i v d .  On rhe corrrrary coch g h r  / r m t  

.. 
> 

rlze success of rhc or lm . ’ 

IF THE M A r r e R  is viewed with the Three times within the past eighty 
’ 

eyes not of the individual business- years Britain has exercised ex- ‘ 
man but of a trained economist, the clusive dominion, over what both . 
belief in an inescapable and deadly German and British industry are apt ’ 
Anglo-German competition seems to to call “their” market. Three times, 
be a superstition, and as stupid and German competition has broken into 
narrow-minded as every superstition the exclusive (or, in economic ter- 
in the history of mankind. minology, “monopolistic”) market 

Superstition can only be over- .of Britain. Twice, David Hume’s 
come by truth. The truth about this optimistic prophecy was right and 
issue has been classically stated al- the industrialists were completely 
most 200 years ago. and it a special wrong. We are now witnessing the 
pleasure for a German to note that third test. and there can be no 
the statement came from an English- doubt that it will turn out in favour 
man. In  an essay on “The  Jealousy of the optimistic point of view of 
of Trade,” published in 1752. David David Hume, and against the profes- 

, , 

Hume wrote: sionally pessimistic “practili8ns.” 
Impact ;f German Cumpctilion . ~ . I will venture to assert that 

thc increase of riches and com- 
merce in any one nation, instead Whcn the Gcrdan Empire was 
of hurtine. commonlv Dromotes founded. Britain was not only the 
the richcs-and comme;cehf all its main but for many products -prac- 
neighbours: and . that .a state can tically the sole supplier of the world 
scarcely carry its trade and in- market,. German competition was 
dustry very far. where all the sur- exceedingly ,weak. British exports 
roundjng States are buried in (annual average 1870-74) totalled 
ignorance. sloth, a n d  bar- €235 million: and German exports 
barism.. . . ‘€114 million. British exports con- 
. .  - . I shall therefore venture to sisted mainly of textiles (in 1860. 
acknowledge that. not only as, a approximately 80 ‘Per cent.). Even 
man. but as a British subject. I in 1880. German exports of cotton 
pray for the flourishing commerce products were valued only at €3.6 
of Germany. Spain.. Italy, and million, or 5 per cent. of the corres- 
even France itself. . . . ponding figure for Britain, 
Who is right? Jndustrialists and At that time machines. vehicles 

traders who dread competition, or and other metal products made their 
David Hume? As a German profss- first entry into world trade. In 1880. 
SOP and politician. I share unreser- Britain sold €36.4 million worth of 
vedly David Hume’s point of view, machines and iron or steel pro- 
and shall attempt here to demon- ducts, whereas German exports 
strate the. truth of his statement in amounted to €11.8 million, or less 
the light of historical events of recent than one-third of British exports. 
decades, and even recent years and The third group in which rivalry 
months. susequently became keen, namely. 

F r o m ~ T h e  Sfalisl. London, June 23, 1951 
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chemical products. hardly existed at 
that time. In 1893. for instance. 
Britain marketed abroad f I 1  million 
worth of chemicals (approximately. 
6 per cent. of that year's total ex- 
ports) as against Germany's €7 
million, correspondingly to roughly 
4.4 per cent. of her total exports. 

Before 1914 
Two decades later. that is. in the 

ycars immediately preceding World 
War I, world economy had changed 
fundamentally. by Britain losing 
her monopolistic position. .The Ger- 
man competitor had appeared on the 
scenc in a big way. In textile ex- 
ports. Germany was now competing 
with Britain but had not surpassed 
her. I n  1913 Germany's export sur- 
plus in textiles amounted to €34 
million as against Britain's €160 
million. Britain still was " greater 
than Germany," but (here David 
Hume rejoices) in spitc of German 
competition, which in world markets 
had increascd fivefold since the 
'eighties. British exports had not 
only not decreased but had more 
than doubled. 

Tn the field of engincerini. iron 
and steel industries the dreaded 
thing had happened: German exports 
exceeded the British. They reached. 
in-1912. f94 million as against only 
f90 million of British exports. Be- 
tween 1909 and 1913. Germany's 
export of machines, iron and steel 
products amounted> to f72 million 
annually compared to a British total 
of f68 million. What a striking 
vindication of .the " practicians ": 
what a smashing debunking of 
David Hume! And yet. David Hume 
was right, for despite '' deadly Ger- 
map competition," British exports in 
this branch had more than doubled. 
amounting. as stated. to f90 million 
in ,1912 as against f42 million in 
I R R O .  

In  chemical' exports, Germany 

clearly had taken the lead. Before 
World War I she ,was exporting (in 
1913 and in the immediately pre- 
ceding years) twice as much as Great 
Britain (U4 million as against €22 
million). Her export surplus was 
four times that of Britain, but British 
chemical exports ' ha,d nevertheless 
doubled since the 'nineties! 

- SecondTest 
" World War 1 supplied the second 

test. Soon after the termination of 
h,ostilitie< Brildin was able to cap. 
turc' many markets in which she , 

formerly had had to contend with 
strong German competition. She 
increased her total exports from f635 
million in 1913 to €963 million i n  
1919, and even EIS57 million in ' 

1920. Of coursc, the absence of 
German competition (as well as,the 
fall in the value of money) was a 
contributory factor. Britain had 
again "beaten" Germany in the ex; 
port race. German competition, how- 
ever. staged a comeback between the 
world wars. What had happened 
between 1870 and 1913. happened 
again: the competitor took over an 
increasing share of the markets that 
had belonged to Britain. And yet- 
and here we marvel at the wisdom 
of David Hume-British exports did 
not decrcase: on thc .contrary. they 
underwent a further increase. 

In 1929. ten years after Versailles. 
German indestry had re6ained its 
pre-war position in foreign trade. . 
Led by.Britain by a margin of lust 
about l0'per cent., Germany be- 
came the second, largest European 
supplicr to the world market. In  tex- 
.tiles. Britain maintained her domln- 
ating position: but in world machm- 
ery exports, Germanv captured the 
lead as early as 1925, increasing 
her share from 25 per Cent: in 1925. 
to 44 per cent. in 1932. while simul- 
taneously Britain's share declined 
from 24 per cent. to I8 per.cent. In 

. 

. 
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chemicals, German’ competition ob- 
tained an even greater “victory.” 

And yet, David Hume was right 
again. Britain had not become 
poorer by the reappearance of her 
competitor but richer. Both her 
total exports and her exports of 
specific important commodities were 
1,arger in 1929 (before the economic 
crisis) than in 1913. . .  

German Competition Eliminated 
We are now in the middle of the 

third test. Once again. Britain. by 
being on thc winning side in war. 
had obtained an almost exclusive 
control of the markets where she 
traditionally had to compete with 
Germany. This time Germany’s ex- 
clusion was carried out much more 
thoroughly. The policy of dismant- 
ling. “prohibited industiies,” and the 
bureaucratic tutorship ofthe J.E.I.A. 
(Joint Expnr thpor t  Agency) have 
311 played their part. The table 
setting out British and German 
exports of the most important fin- 
ished goods in 1937 and 1947, illus- 
trates the changes which had come 

about in the immddiate post-war 
years. (See below). 

The year 1947 marked the most 
thorough elimination of German 
competition that Britain could ever 
dream,of. Whereas in 1937 Britain 
accounted for more than 75 per cent. 
of the total value of German and 
British textile exports, and Germany 
for approximately 25 per’ cent.. 
Britain in 1947 exported 99 per cent. 
of the total. In vehicles Britain had 
exported in 1937 57 per cent.; in 
1947 she exported 98.6 per cent. The 
most striking shift. however, took 
place in the export of iron and steel 
manufactures. In 1937 Germany 
had exported more than Britain (62 
per cent. as against 38 per cent.). In 
1947. however. Britain had con- 
quered the whole ,export market. 
With respect to chemicals, the share 
of Britain increased from about 25 
per cent. in 1937 to 91 per cent. in 
1948. 

In the words of the Ecorlornic Sur- 
yeit of Errrmpe iri /948 (pp. 65-68): 
“The rise in British exports .from 
1938 to 1948 is approximattly equal 

EXIWKTS OF MANIJPA~~LIRES BY &E UNITED KINCDO~I AND’GERMANY, 1937 
AND 1947. . 

j (Millions of $ of 1931 purchasing power) 
Sh:ire of 

‘ I .  
2. 
3. 
4. 
5. 

I .  
2. 
3. 
4. 
5. 

Vehicles. .including ships ... 
Total. 5 group5 . . . . . . .  

Geimany 

... 195 

... 335 

... 240 ... 310 

... 145 

... 1.225 

United 
Kingdom 

675 
120’ 
I45 
245 
195 ’ 

1.380 

United 
Kingdom 

360 

Total 

870 
455 
385 
555 
340 ’ 

2.605 

Total 

365 

_. - . . 
United 

Kingdom 

;’A 
26.4 
31.7 
44. I 
57.4 
53.0 

Share of 
United 

Kinsdom 

01 

% 
98.6 ’ 

western 
, Germany 

... ’ 5  
I 947  

Textiles aad clothing ... 
Iron and steel manufactures . . . . . .  - 125 125 ’ 100.0 
Machinery . . . . . . . . .  10 385 395 , ’Y7.5 

Total. 5 grbUpS . . . . . . . . .  35 1.385 1.420 91.5 

Chemicals and fertilizers . . . . . .  I5 I 4 5  160 90.6, , 

Vehicles. indud& ships 5 . 370 ‘375 98.6 . . . . . .  

’ Source: A Serve?. of rlie Ecofiomic Sifanfio,t nrtd Prospccrs of E ~ o p .  
United Nations, Departntcnt of Economic Affairs. Geneva. 1948. p.51. 
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to the decline during the same per- 
iod in the overseas exports of Ger- 
many, which accounted for 15 per 
cent. of European exuorts to  over- 
seas countries-in 1938-and just over 
1 per cent. in 1948.” 
G&naoy .Comeback-l948 ’ 

Since 1948, German competition 
has made’ a comeback as spectacular 
as was the radical replacement of 
Germany by Britain. Total exports 
of Western Germany, which already 
in 1948 amounted IO $642 million, or 
twice as much as in 1947, jumped 
to $1.100 million in 1949 and to ap- 

. , proximately $2.000 million in 1950. 
‘Particularly in goods the export 

of which Britain had practically 
monopolised from 1945 to 1948, 
reaching and in some instances even 
surpassing total British and German 
exports of 1937. Germany’s come- 
back has been remarkable. Western 
Germany’s exports of machines 
soared from 33.000 tons in 1948 to 
300,000 tons in 1950 and vehicle! 
exports from 13,000 tons to 155.000 
tons. 

The third test is still proceeding. 
Federal Germany must double her 
exports to’ become viable. that is. 
independent of fdreign assistance. 
We can safely foretell, however. that 
David Hume’s prophecy will pass 
the third test just as it did in the 
first two. 1.t has already hecome ap- 
parent that the rise in German ex- 
ports. despite increased competition. 
will not bring about a correspond- 
ing fall of British.exports. Some 
markets. it’is true, will probably for 
special reasons revert to Germany: .. Yet the total volume of British trade 
.can he expected not to decrease but 
rather to increase. This will he due 
to the fact that Germany as a buyer 
‘again has access to the world mar- 
ket and can thus eliminate the arti- 
ficial poverty of certain countries, 
directly due in varyine measure to 
the cessation of their German trade. 
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Example of Turkey 
Turkey ‘may scrve as an example 

t o  illustrate this. The present writer 
had the privilege of acting (for sever- 
al years after the Nazi regime had 
put an end to his activities in Ger- 
many) as an adviser to the Turkish 
Government. especially with respect 
to its export policies. The exper- 
ience so gathered in Turkey has 
rendered him immune from the mal- 
ady of “‘industrial pessimism” exist- 
ing especially among European 
economists. 

‘An economist. who spent twelve 
long years worrying over the pros- 
pects of selling enough of grain. 
cotton, tobacco, and dried fruit to 
enable the country he was advising 
to buy the machinery, vehicles and 
chemicals needed, found his exper- 
ience an excellent correction against 
the pessimism in question. 

The example of the Turkish mar- 
ket from ,1945 to 1948 proves beyond 
all doubt that Britain in the-long 
run does not benefit from monopolis- 
ing markets she formerly had to 
share. with Germany. Some individ- 
ual British factories and individual 
British sales agents have undoubted- 
ly done excellent business with 
Turkey from 1945 to 1948. For 
British industry as a whole. however, 
Turkey by no  means became a1 
sound market in that period. Most 
of the products formerly supplied by 
Germany were not purchased from 
Britain. but Turkey had to obtain 
them from the United States. not 
against payment but as a gift of the 
American taxoayer. A large amount 
of the Turkish staple exports, espei- 
ially tobacco. remained unsold for 
several years because Germany was 
not able to pay for it. The reappear- 
ance of the German customer will 
no do,uht increase Turkey’s purchas- 
ing power. enabling her to become 
a sound and ever-increasing market 
to both Britain and Germany. 

, 
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Bank for International Settlements Underlines 
i 

Facts of Economic Life 
A rcvicw of Ilie Iropes, Jcurs mid experimeiils of lhr 
post-war years. !with nioralr for rhr pres~.nr and furure 

WHEN THG second world war was 
over and the question arose what 
economic and financial policies 
should be pursued, one of the 
dominant ideas was that the world 
economy was heading for a serious 
depression, which would make its 
appearance in the very near future 
and bring. back the terror of unem- 
ployment. -With the prolonged 
crisis of the 1930's still a living 
reality in people's, minds. these fore- 
casts and fears created something of - 
a psychosis. 
In order to be able to stave off a 

repetition of the losses and suffer- 
ings experienced in the years before 
the war, t h o w i n  authority were in 
most cases, bent on pursuing a 
cheap-money policy and financing 
invistments . by much the same 
m e  t h o d s as had been employed 
during the war. Any danger of 
inflation could. they believed. be 
counteracfed by administrative con- 
trol over trade,and prices; this had 
proved useful during the war and it 
was commonly thought that it could 
be continued in time of peace. ' - 

In ielafion to other countries. 
emphasis was laid on the attainment 
of exchange stability in terms of 
official..rates (in order to avoid 
" chaos '3 rather ,than on creating a 
+e exchiinge mirket.. whjch. would 
have .enabled currencies to be use3 
dn, multilateral basis. for current 
transactions.. and 1 a reasonable 
,vo!ume of..capital transfeis. Efforts 
yere- direc,ted mainly towards. an 

, increase - i n  production. .it being 
.+o.ught. that,, if.-onlj: 'output, rose, 
.inflation, . ?wou!d.. .be:.,checked. , ~ even 

though the new plant and equip- 
ment ,were financed by the creation 
fresh money. 

But instead of falling. prices con- 
tinued to rise-more slowly in some 
countries, more rapidly in others, 
the cost of living being kept down 
rather by fhe granting ot food sub- 
sidies (which were a heavy burden 
on the budgets) than by the opera- 
tion of systems of control (which 
under peace-time conditions could 
not be made very effective). The 
continued influence of. inflationary 
forces, whether " repressed " or 
allowed to affect prices. necessarily 
led to losses of monetary reserves 
for most European countries-one 
finencial crisis following the other, 
especially in the field of foreign 
exchange, until, in the difficulf y m ,  
1947. a real breakdown ' in  inter- 
national trade and'payments seemed 
imminent. 

Baffles Against IoBsIlon 
The threatened calamity, which 

would have had serious .'repercus- 
sions on the domestic situation in 
the countries concerned. was. how- 
ever, averted by a series of fiesh 
efforts, varying in form f r o m  
country to country but all having as 
one of their principal aims the pre- 
venfion oE- any further inflationary 
expansion of credit. Internationally. 
a ,new venture. commanding re- 
sources. far beyond the 'means of 
existing institufions., was launched 
under. the ,name. of Marshall Aid: 
Nationally, a new note was struck 
by several countries :' in the. United 
Kingdom real overall surplus was 
established . i n .  :the budget' and 

From 21sr Amrual Repon, Bank for lnrernarional Serrlemenr. Brrslc. lune 11, 1951 ' 
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artificial support was withdrawn 
, from long-term interest rates on the 

London market, while in Italy, and 
afterwards in France, stabilisation 
was attained ,with the help of credit 
restrictions. . 

The result of these international 
and national efforts was great pro- 
.gress, not only in production and 
invesfment (of which the full fruits 
have yet to be seen) but also 
.towards a better internal equili- 
brium-inflationary pressure being 
increasingly brought under control. 
For the most part. however. the 
real mechanism of adjustment. in 
the form of a flexible interest policy 
and of, a genuine exchange market. 
was still ont of gear. So it happened 
that the facade of exchange stability 
could offer little resistance to even 
a’ moderate degree of strain. Never 
in the history of rlie world have 
there been more freyrrent alterations 
irr exchange rates than in the period 
of oficial sratiiliry after the second 
world wm. 

After the devaluation in the 
autumn of 1949, however, a period 
of more solid progress seemed to be 
bringing a real stabilisation within 
reach., An increase in domestic pro- 

.duction went hand in hand with a 
reconstiiution of monetary reserves 
and was accompanied by a relaxa- 
tion of contro! as regards the 

*internal relations of certain areas and 
a liberalisation of trade within their 
bounds. In addition, a number of 
countries on the continent of Europe 
began to allow free repatriation of 
their bank-notes-a development 
which helped to narrow the margin 
between official and free-market 
‘quotations and, i n ’  particular, to 
ensure. a more ready flow of foreign 
exchange into official channels. 

Many tasks still remained. how- 
ever. Since. restrictions imposed by 

other oountiies in relatiod to the 
dollar area had been-relaxed only 
to a small exfent. foreign competi- 
tion was prevented from producing 
its full effect. and this meant a 
limitation of the international divi- 
sion of work. with a consequent 
reduction in .  the general level of 
efficiency. As long as liberalisation 
was confined to a particular group 
of countries. it was inevitable that a 
.number o€ difficulties would arise. 
particularly since the counfries 
belonging to this group had not all 

,attained the same degree of exchange 
stability and had not all relaxed their 
restrictions vis-&-vis the dollar area 
to the same extent. 

Armed Peace 
T.hen in the middle of 1950 the 

world was faced with a fresh rearma- 
ment effort without having had time 
to re-establish its economy on a 
truly sound basis after the last 
conflict. Clearly. the goal of the 
present efforts should be to avoid 
another war-and the measures in 
which the countries place their 
reliance ought, therefore. to  be such 
as would. io the greatest, possible 
extent, be compatible with continued 
economic progress .and especially 
with exertions sustained over a pro- 
longed period. 

It would. in particular. be a fatal 
error to believe thai the methods of 
financing and the controls which had 
been applied during the second 
world war could be.  usefully 
employed in time of .peace; even if 
it were an “armed peace.” It is 
essential for the purpose of main;. 
taining the effective strength of the 
various countries that the rearma- 
ment effort. initiated as it has been 
for ihe sake of security, should sder 
clear of inflation, with all the perils 
and chaotic conditions which its 
recurrenu: ,would involve. For a 

’ . 
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relapse into inflation would weaken eliminated in most counthes; 
the social and economic structure- thus a condition without which 
.and the countries with a relatively the ordinary instruments of 
free system are even less able to credit .policy- cannof regain 
‘afford such a loss of strength than their effectiveness is on the 
’those which’ adhere to a collective point of fulfilment. 
type of eonomy. (ii) Quite a number of countries 

True Planning Needed have succeeded in building up 
In the condtions which have arisen fairly substantial reserves and 

there is clearly a need for much “true have in that way acquired 
planning.” based on a careful calcu- greater opportunities of exert- , 
lation of the resources really avail- ing an influence on credit con- 
able and on a determination to face ditions in their markets. 
the difficulties that have to be over- When countries with weak mone- 
come: Confronted as they are with tary reserves encounter difficulties 
the increased cost of armament. the in their balances of. payments they 
countries will have to inaugurate a have obviously pariicularly strong 
stiffer budget policy. with heavier reasons for the application of a 
taxation and curtailment of non- rektrictive credit policy. But, in real 
essential expenditure. But. consider- life, such countries are apt to rely 
.ing the heavy burdens already borne upon direct measures (only too often 
in more than one country, It Seems in the belief ihat this might relieve 
impossible to expect that the them of the need for contracting 
increase in government expenditure credit at ‘home), while the countries 
will everywhere be met by higher with stronger reserves feel that they 
current revenue. Some government have something to lose and, there- 
borrowing would seem to be fore, something to defend. But it is 
inescapable and, this being so. it is now becoming more generally 
of the greutest impurtance that no recognised that, when reserves have 
methods of financing should be used to be used to meet foreign payments, 
which wbuld lead fo  inflafion: in decisive skps must be taken, to 
ofher words, there should be neither i ensure that funds are withdrawn 
direct nor indirect recourse to  the &om the domestic market; the proof 
ccnfra! bank. Because of the of this change of attitude is that 
increased resources to be devoted to ceniral banks have been increasingly 
.armaments. it will clearly be prompt to take the necessary action 
necessary to curtail lending for other by raising their discount rates and 
purposes. and one of the main ways limiting the granting of fresh credits 
of achieving that result will obviously in other ways. It may be recalled 
be the application of a restrictive that in’the years 1945-47 the central 
credit policy. banks in Belgium, France and Italy 

In certain countries the conditions had already raised their discount 
for the pursuit of a successful credit rates; they have now been followed 
policy are today more propitious by the monetary aufhorities in 

’ than they have been at any time since Canada, Denmark. Finland, Ger- 

(i) The excess of money which the United States. and the list could 
was a general feafure just after ’ be lengthened if account were taken 
the war has been practically also of the countries which (like the 

the war: , many. @e Netherlands. Sweden and 
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United Kingdom) have allowed an 
increase in their long-term interest 
rates or applied more direct methods 
of curtailing credit to consumers, the 
building trade, etc.' 

Armaments without Iuflation 
This is a development o€ 'great 

importance as laying. the foundation 
for a non-inflationary financing of 
tho armament effort on lines which 
represent the abandonment of 
obsfinate adherence to a cheap- 
money policy that had been one of 
the essential tenets in the financing 
of the last war. An influence thus 
being more definitely exerted through 
general financial acfion, it becomes 
less necessary to introduce a host 
of individual control measures, and 
this applies also to the unavoidable 
curtailment ofli,nvestments. 

. In this connection it q u i t  he 
noted that the need for such a cur- 
tailment cannot be blamed on credit 
policy. The truth is: of cwrse. that 
investments have to be kept within 
limits compatible with the amount 

' of capital available from domestic 
savings or foreign sources. No 
doubt it is regrettable that a 
deficiency of real resources has 
made such a curtailment necessary; 

. but past investments will still yield 
results. and there are fortunately 
various means of a different charac- 
ter by which the effectiveness of 
production can be enhanced. 
. Governments and business leaders 
do not seem py yet to have quite 
got rid of their obsession with the 
idea rhat ir serious post-war dares-  
si011 is t o  he expected in the riot very 
di.ytant j'uture and that it may there- 
fore be wise not to push on too far 
with the output of agricultural and 
other products. I n  addition to the 
change called for in this fundamental 

attitude towards production. there is 
also need for the discontinuance of 
more specific ways of limiting pro- 
duction and trade-ways which 
often involve a certain measure of 
price support. 

Competitiou should be Welcomed 
There is a hrther way of 

strengthening incentives to higher 
productivity and 'that is by the 
restoration of free scope for foreign 
competition through the relaxation 
if not the complete weeding out,of 
import restrictions. Too long have 
foreign influences been kept out of 
the home markets, and especially 
influenCes f q m  thedollar area; since 
manufacturers in Europe will any- 
how have to compete with dollar- 
area producers in fhird markets. 
there is a strong case for extending 
the salutary effects of this competi- 
tion. 

It is one of the merits of the more 
careful credit policy which is now 
being adopted in so many centres 
that this policy facilitates the task of, 
relaxing restrictions on trade and 
foreign payments. 

If will certainly not prove easy ro 
remove the indirect protection 
afforded by the existing exchange 
rt'sf:ictions (purticularly those in 
relation to the dollar area) now that 
so rnanj! vested interests are flourish- 
ing inside the fence of the exchange 
control. But the attempt must be 
niade .and 1114st succeed. Progress 
along such . lines' is, indeed, an 
essential condition for the attainment 
of a lasting economic co-operation 
in .Europe; for the structure, of this 
continent is such that no form of 
integration will prove sound and 
durable if i t  is in any way fashioned 
on the lines of a closed area. 



342 

. . Job 'Evaluation in Holland 
Rrporr 011 rhree vears' pracrical experience of poinl-raring of jobs tor 

wnge as~ss&r. and tlie sriainr and sriesses rhnr ore developing' 
THE NETHERLANDS IS widely held to standard of job evaluation for Civil 
present t h e m 6 s t - interesting servants and public employees. The 
European example of a controlled general committee was at 6 r s t  con- 
wagc system in .a free society. It is cerned mainly with manual workers 
being. steadily developed to a point and the Civil Service committee with 
where the relative worth of every clerical workers, but they worked 
job is measured in figures. .and closely together under the same 
where extra payment for extra per- chairman. Mr. Gevers Deynoot. a 
formance is governed by a set of young lawyer and member of the. 
generally accepted -principles. At College of, Arbitrators. 

Standsid Basfs the same time. after six years of 
Government control-without count- 
ing the y w s  .of German occupation A few. mostb large-scale enter- 

and Strases are appea*g. prises. used different systems of job 
The general level.of wages i,s fixed before the Committees 

by the Government and given effect were set UP, and the object of the 
by the decisions ,of a college of general committee was not to devise 
Arbitrators. while the Foundation new but to arrive at a 
of Labour, on which the chief em- generally acceptable standard basis, 

and.  ",,ion ., centres a r e  By 1948 it had produced a draft re- 
represented, acts as an adviser to POfl applicable to manual workers. I f  
both. In the' first years after the Was decided IO allot poirrls to jobs 
the recommendations of the founda- according lo the extenr to which rhey 
tion were almost unanimous and' required knowledge. indeperrdlence. 
where genefall? accepted. AI] 'sides risk of rrraterial darnage. dexterity of 
felt that the system worked well. mvemerlf ,  rrlrrchinery and materid 
The wage scale adopted after the sense. COnfWf wffh orhers. and 
war, on the recommendation. of the WCial inconveniences. The last 
foundation. provided' for .  average heading included heavy work: 
weekly wage rates of.35 guilders for strained position. concentration, 
unskilled workers. 38f for semi. special inconveniences of surround- 
skilled and 42 for those' skilled. in ings and material. and personal 
the largest towns. There are five dif- risk. Regard was also paid to such 
ferent rates for the different kinds of special qualities as good taste and 
area. artistic sense. ability of expression, 
. ' The 'College of Arbitrators soon exercise of authority. The preoterl 
felt the need of a yardstick with weight was given lo fhe first rhree 
which 'to measure the worth of jobs criteria. independence representing 
in industries cJaiming higher rates. 24 ber cerd. of the fofal rrrmrber of 
and the need to. satisfy themselves poirifs, knowledie 20 per ceru.. and 
that incentivt, schemes were: not the risk of damage 16 per cerrr. The 
disguised wage' increases. Shortly scheme .establishes a ratio between 
after the WG an informal technical job, evaluation points and cents an 
committee was set up to work out hour wage. So many points are re- 
a standard system of job evaluation, garded as entitling the man doing 
About the same time another.com. the job to so many cents an hour 
mittee was. set up to devise a standard time rate. . Other factors. 

... . .. 
I Froin The 'rhtu. London J tdy  IO. 1951 . 
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’ such as historical considerations 
have been taken into account. 

One difficulty was the reluctance 
of concerns which had been using 
other job evaluation systems to 
accept the standard system. A 
special committee has devised ways 
of translating the points of the other 
systems into standard points, but 
some have changed over and it is 
hoped others will follow eventually. 
Extensive job analysis has been car- 
ried out since 1948 and it is esli- 
mated that substantially more than 
half the manual workers in the 
country have been covered, includ- 
ing the whole of the metal trades 
(from large engineering works to 
garages). textiles, chemicals, papec- 

rewards for those whose work is 
above normal standards is also bein 
devised. . A  h a 1  report. entitlet 
Pretruum Pay {or Extra Perfor- 
mam.  which has been approved by 
both sides of industry. was issued 
last Febuary. “Just as ‘different 
types of work should be paid accord- 
ing to their individual value.” the 
report declares, “SO should the 
manner in which each man does his 
work be renumerated according to 
the amount of exertion displayed, 
and the result achieved.” I t  advo- 
cates impartial fixing of piece-work 
rates by time and motion study, and 
assessment of1 quality by merit-rat- 

-. ing schemes. Nearly half fhe Dtrfch 
-’ workers are wid  rrnrlcr some form 

milling, paint manufacture.- -oil, 
chocolate. apd a number of other 
Industries. while still others, such’ as 
brick-making and pottery, are now 
being studied. 

Borderline Categories 
In.tbe Civil Service, a system of 

job description was introduced after 
an interim report of the 1948 com- 
mittee, and 12 analysts are now 
working on the standard system. 
Building and agriculture are also be- 
ing- studied. The railways have 
joined with four other organisations 
to study the problem of introducing 
the system for all their workers. 
starting with manual jobs. Four 
large towns - Amsterdam, The 
Hague, Rotterdam, and Utrecht- 
are examining the application of the 
system to jobs in between the 
manual and non-manual categories. 
such as supervisors. timekeepers. 
commissionaires. watchmen, a n  d 
liftmen. The system has also been 
introduced in some distributive 
establishments. including co-opera- 
tive retail shops. 

being made to measure the relative 
value of employments, a principle of 
2 3  

.. 

While these arrangements were. 

of ittccntives.~ 
The estension of job evaluation 

and incentive payments will no 
doubt be useful, however wage ’ 

policy in the Netherlands develops, 
but its general objective of. seeing 
tltat everyone is piid accorditis fo 
the ability de.tiiarri/eil h.v his jnh and 
fhe way / I C .  carries it out clearly 
posfirlirtes central ~cotitrol. The 
various criteria used as a basis for 
job evaluation and the relative 
weight allotted to them are artificial 
and may be varied as the demand 
for and, supply of different qualities 
of labour varies. The’ system takes 
no account. of the ahility of an in- 
dustry or concern to pay; and the 
strength-but not the skill-of the 
negotiating bodies is ignored. 

Objections 
Employers have naturally been 

restless under this fashion of wage 
control. Tn the:past two or three 
years they have several times argued 
that wage increases granted by the 
Government should not be compul- 
sory but permissive and subject to 
collective bargaining in each in- 
dustry; and they have also contended 
that individual concerns should. be 
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free to pay higher rates if they wish it is complained that wages. alone 
to do so. The.circumstances of the are subject to detailed control. The 
latest increase. carried through in unions were aggrieved because the 
haste by the new administration Government did not consult them. 
after a period without a government. before increasing food prices. be- 
are likely to result in increased cause the)( felt the wage increase 
pressure from the employers for a was inadequate and imposed with- 
modification of the system of central out sufficient discussion, and be: 
wage decisions. 'cause they were dissatisfied with the 

pioposals to control profits and 
l h e  General Federation of Trade prices. Discipline in the Dutch 

Unions. which has vigorously sup- unions is so good, however, that in 
lported a planned wage and price spite of their dissatisfaction there 
policy. is dissatisfied for quite dif- were practically no unofficial strikes. 
ferent reasons. Liberalization of The unions are now pressing for 

, the economy in the past two or three the reimposition of detailed controls 
years, partly resulting from Benelux of investment and prices, coupled 
and other international obligations. with some reintroduction of ration- 
has resulted in a position in  which 'ing of essentials. 

Zambesi E74.5 Million Power Scheme . 

PROPOSALS FOR harnessing t h e  expected to be between 270 M.W. 
Zambesi river at the Kariba gorge at and 380 M.W. in 1962, depending 
a total estimated cost of €74,500,000 on the rate of growth, while the 
are discussed in detail in the report Shabani, Gwanda, and Bulawayo 
of a commission which was set up areas, in the aggregate. afford similar 
by the council in 1946 to study the potential loads. 

, possibilities of the Kariba and Kafue . The comnlission3s report statest 

that if the project were carried out it hydro-electric power projects. 
The report. which is being 'On- would enable hydro-electric power to sidered by the Governments Of be delivered at receiving stations a t  Northern and Southern Rhodesia. a of 0,2525d, a unit fie 

" . an '' unusuab initial development and at 0.1703d. 
tion of a hydro-electric scheme at the 
Kariba gorge. It proposes that the The commission,states that if it is' 
scheme should be carried out in two decided to Droceed with the scheme 

favourable" project the c o n ~ t ~ c -  a unit for the final development. , 

~~ ~~ ~~~. 
stages. The initial installation and'to complete it by 1961. a rail-. 
capahlf of producing 385 megawatts, way or roid connection to the dam 
would cost €43,500.000; and the site will have to be provided by 
fin41 installation. with a capacity of 1954-55. I t  is pointed out the site 
!,OOO M.W., would bring the total of the dam is in the area of tlie pro-, 
cost to €74,500.000. The construc- posea Sinoia-Kafue railway link. and 
tion would take eight years. ' ' the commission recommended that,. 

The immediate potential load in if the railway link.were constructed; 
Northern .Rhodesia from the copper the proposed Rhodesia Hydro-El& 
companies alone is about 100 M.W. tric Power authority should bear 
In  Touthern 'RhodFqia the demand only the cost of any railway spur to  
of the. Salisbury Midlands. area is the da'ni site. 

From Report of Inrcr-To'riroriol Hydro-Elecrric Power Co,wniuion. 
Cr!irr.ol Airinrm Cowcil: otwl The Tit?m, Lo,idor~ July 6.  1951 
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Organisation For European Economic Co-operation Reporls on 

Europe's Progress and Problems 
THE THIRD O.E.E.C. (Marshall 

Aid Administration) Report differs 
from its predecessors in that it does 
not draw to any large extent upon 
individual national programmes for 
the future, It is impossible at the 

' moment to forecast accurately hQw 
each of the problems that are upon 
us will affect the economies of in- 
dividual countries. But the. general 
order of magnitude of the problems 
is clear enough, and so therefore 
are lines of policy each country 
must pursue if the problems are to 
be resolved. 

Present. Problems 
"In the middle of 1950 the pro- 

gress achieved, though necessarily 
uneven as between the ,various 
countries. represented on' the whole 
a remarkably successful attack on 
Europe's economic problems as 
they had been seen in '1947. and it 
seemed thkt 6B.E.C. could turn 
hopefully to' the task of trying to . solve some of Europe's long-term 
structural .problems. The out- 
break of the Korean war. however. 
confronted the Western World with 
the new task-'of strengthening its 
defences and this gave rise to a 
whole set of new problems: raw 
material shortages. rising prices.and 
inflationary pressures, which threat 
ened. to . interrupt -the economic 
development of Europe. endangered 
the .progress already achieved 
and' rendered more difficult the 
accomplishment of the defence 
effort from which they had sprung. 
These new problems may. .be set 

(a) Part of the productive resources 
of member countries has to be 

out as follows: , t 

diverted to defence. This m p n s  
that in all cases a smaller pro- 
portion than before of total out- 
put will be available for civilian 

.purposes. 
(b)Hence. unless total output can 

be increased. or an adverse 
, movement . in  the balance of 
payments is allowed to develop, 
this *ill me? borne absolute 
reduction of civilian supplies. 

(c) Shortages of key materials, how- 
ever, are checking .the rise in 
total output. 

(d) Moreover, most member coun- 
,tries have seen the terms of 
trade move against them, owing' 
to the world-rise in the prices of 
their imported raw materials, 
which is a 'further forcc reducing 
their, supplies for internal uses. 

(e)Finally, whatever the ,level of 
total production.- @e corns- 
ponding demand must be kept 
in line with the smaller propor- 
tion of output available for 
civilian uses, or an inflationary 
situation will develop." 

Tssh Ahead 
T h e .  following paragkph sum- 

marises ;the action .iequircd, much 
of which is in .train. Special stress- 

'is laid on ' the problems of raw 
materials, but all the tasks are, in 
fact, interrelated. 

1. A vigorous attempt to increase 
production o f .  key materials. 
whether. agricultural or mineral. 
in Western Europe, particularly 
coal, iron and sulphur. 

2. A''paralle1 attempt to increase 
the output of key materials in 
the overseas territories. 

From Economic Progress and Problems of Wesrern Europe. 0E.E.C..  
Paris. Jun. / I .  1951. H.M. Stationery Ofice. London 
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3. Concerted measures to ensure . wards the.solution of-the struc- 
the use of scarce materials for tural problems of certain coun- 
the most urgent purposes. tries, ; 

4. Measures. to ensure the 'equit- 8. A determined effort to reduce 
able distribution. of scarce the obstacles to international 
materials between countries. , , 

5 .  A special and sustained effort 9. Continued efforts to secure 
to increase agricultural pro- equilibrium in the balance of 
duction. ' payments of member countries. 

6. A continued drive for a general IO. A strenuous effort to control 
increase in productivity. 'inflation and maintain financial 

7. Intensification of the efforts to- stability. 

trade. 

SUMMARY OF PROGRESS TO DATE 
and services of $31,000 million (or 

in 1950-51 was 10% above the 25%). In this period tbadve r se  
prewar average and 25% above movement in the terms of trade cost 
1947-48 when weather conditions Member countries $2,000 million 
were particularly bad. There is leaving $29.000 million used 'as 
everyhope that the targets set for follows: t .  , 

Agriculture Agricultural output 

agricultuial output in' the Interim 
Report of the O.E.E.C. for 1952/53 
will be hit and the progress that 
some countries .have achieved has 
encouraged them to raise their sights 
and aim for a larger increase than 
had orignal1y:appeared possble. 
_ '  .Indur;bisl Prodoftion: Industrial 
production in the Autumn of71948 
hit the 'target set in the Interim 
Report for '4952-53. two years 
ahead of time, and in the second 
half of 1950 was nlhning 30 to 35% 
above the level of 1938. There have 
been" large increases in output in 
nearly all industrial sectors. Twice 
a s  much oil was refined in 1950 as 
in 1938, 80% more electricity was 
produced, I 60% more Mthetic 
fibres and 60% more vehicles. 

Increase III nat~ona~ &come: The 
generous provision of Marshall Aid 
at an average +ate of $3,000 million 
per year. has made possible beween 
1947 and 1950 at increase in the 
value (at 1949 prices) of Western 
Europe's- annual output of goods 

.. 
' $7.000 million. to cut by 90% the 
" deficit in the balance of pay- 

$5,000, million'to raise gross- in: 
. temal investment' to a level 

20% above that of 1938: 
$1,000 million to increase govern- 

. '  ment expenditure; , . 
. $16.000 million to provide an.in- 
. 'crease in the level of personal 
' consumption. bringing con- 
., sumption per head for Western 

Europe as a whole almost back 
to the prewar levels. 

' Tota1'~Trndk 'and .Paynienta: The 
total balance. of payments deficit 
of Weitern .Europe was reduced 
from about $8.000 million in 1947 
to about $1,000 million in 1950. As 
production increased exports '0% 
more than proportionately: between 
1947 and 1950 industrial production 
rose by 45%. the volume of exports 
by. 91%. In 19% the'volume of 
Member countries' exports rose 
almost as'much in that one year 88 

... ments; 

. .  
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in,  the previous two. The improve- 
ment in the dollar gap was very 
similar to that in the over-all deficit, 
from . $8,500 million to about 
$1,500 mil!ion. The greater phy- 
sical availability of supplies from 
non-dollar sources, increased pro- 
duction in Member countries, and, 
devaluation which made European 
goods more attractive, all combined 

European. payments with theintro- 
duction of two, intra-European 
payments agreerhents in 1948-49 and 
1949-50, culminating. in 1950 in the 
setting up of- the European Pay- 
ments. Union;. ' This introduced 
a multilateral clearing system for 
intra-European payments. including 
transactions with the associated 
monetary areas of. Member coun- 
tries. io. bring about a decline in the bill 

At. the same time exports and in- agreed in 1949 to a progressive: 

..,Inth-European Trade and p i -  imports from other Member w w  
ments: There wis' a '  v e ~  1,arge .in- tries. which has facilitated a great 
crease in intra-Europem trade. In &rease : in. mutual trade. By the 
1950 intra-European trade-rose by end of 1950 the stage had been 
Some 37% in volume as compared reached.at which Member countries 
with 1949 and was atmm IS%, had agreed in principle to liberalise 
above the 1938 level. .BY the end goods which accounted for. 75% 
of 1950. trade between Member of the. value of their .imports from 
COUntrieS repre*ntnted a Water Pro- other Membirs in 1948.. It was not 
portion,' both Of their total imports howeve; possible ?of ,an Membei 
and ,of their,total exports. than' In countries to reach this stage of lib. 

. for imports from North America. on the trade side 

*'!le earnings WW increased. lifting of quantitativ~.restrictions on 

.^^^. 

network of bilateral arrangements 
and currencies were mostly incon- The second part of the Report 
vertible. As the economic position contains an hpressive record of 
of Western Europe improved, it was Western EUTW'S p~ogess sinee the 
possible to widen the system of inception of Marshall aid. 

Towards a Monetary Supply Function 
A n  Indian writer suggests f& a f o r m i  can be fbund 
to  " extend current disinflafionmy plicy info the future." 
He also suggests that India protect herself from " foreign 

inparion " by revaluation and bigger imports I 

There is no.doubt ,that. a string- Yet tbe note circulation has becn 
wcy  experienced in the money may increased-has it. however. been 
kets of Bombay and Calcutta !s increased in step with, price rises? 
largely connected with the rise m In  other words, is exisbng monetsry 
pricq in. the last three months. policy inflationary or deflationary? 
which has made a severe inroad into , Only an approximate answer can 
Cash .balances in order.,to hold be attemp@: certain fairly rigid 
stocks. ' '  . .~ assumptions , must be applied. FmL 
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that the impulse of prices comes 
from outside the system, and that 
therefore money supply follows 
prices. Second, that the level of 
transactions io tern of oods is 
stationary. mi. that veLi ty  of 
money is regarded as secondary in 
the short run. The correlation 
sought is between prices and total 
money supply. not effective money 
supply as defined in the Quantity 
Theory. 

The relation between these two 
is shown in the accompanying dia- 
gram. 

It will be seeo that the rate at 
which money supply has increased 
in these months has not kept pace 

. with price increases. This makes it 
likely that, taking the 6rst assump 
tion above into account. monetary 
supply is acting as a Eheck on the 
ioteraal price level-at least after 
March 1951. 
The straight correlafim between 

two figures should give some indica- 
tion of the volume of new money 
required to  sustoin a price rise wirh- 
OW unloosing new inflationary 

potential. The equation whi& 
connects indices of money Y with 
indices of wholesale prices X h q  
been developed in the form . ’ 

Y = 0.71X .+ 29 
which implies that for a rise of .ten 
per cent. in the price level, a rise of 
nioney supply of the order of 7.I.per 
cent. would exfend current dis- 
inflationary policy into the future. . 

The constant 29 depeuk only on 
the choice of the period of review 
and has no economic significance; 
but the co-efficient of X is a quan- 
tity of interest. 

“If the Government is helpless on 
its price policy. it will also be help- 
less o n i t s  monetary policy, unless 
it is determined to force a depres- 
sion through wild monetary deflation.. 
This by no means implies that the 
Government of India needs to be 
so helpless. It can, and should. re- 
duce the impact of foreign inflation 
by revaluation: it caq. and should, 
increase the goods factor by large 
imports even if they produce a large 
adverse . .  balance of payments” 

a 

I MONLY SUPPLY’ AND WHOLESALE PRICES I I  

- nm vnh ol ~uUynSl@. 
.. 

From the Eastern Economist. New Delhi, May 25, 1951 
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.: Benelux : ,The Convertibility Problem 
By PROFESSOR JAcQUeS E. MERTENS 

Afrer seven years ( l ie  Benelux Union' is still bedevilled by the 
weakness of rh@ Durch guilder in relalion lo rhe Belgian franc. Free 
converribiliry is esseiuiol. Member kou,irrics musr do rlte,ir parr: 

bar oilier coun~ries also have a crirical par! IO play 

CONVERTIBILITY OF THE Netherlands acquired. There would thus be no 
guilder and the Belgian franc is the true economic unity. 
chief obstacle to the formation of an Every .citizen of Benelux must 
economic union between Belgium, therefore be at liberty to exchange 
Luxemburg and the Netherlands. one form of currency unit for the' 

An economic union is, however, other. The franc and the guilder 
not necessarily a monetary union. It must be convertible. This conver- 
is indeed doubtful whether the tibility must be unlimited so that a 
Netherlands ' and Belgium ever ip private person may without limit ob- 
tend to link their currency units in a tain francs for guilders and vice- 
monetary union. and whether it versa. ' . 
would be to their advantage to do  Does this connote that the Nether- 
so.'They would probably find them- lands must furnish Belgium with 
selves compelled to combine the guilders without limit or vice-versa? 
question of a currency union with I t  will be clear that this is not pas- 
that of a political union or federa- sible. 

(University, of Louvain) 

tion: ' 

A realistic view is that, for many 
years, Benelux. will be an economic 
union without a currency .union. 
There will be two different currency 
units for a .territory forming a single 
economic unit, and thereby the diffi- 
cult problem of the cbnvertibility of 
the two currency units is created. 

It is indeed in'conceivable that, 
once actual economic unity has' 
been attained,. payments between 
private persons. or concerns in the 
three countries should still be sub-. 
ject t o  restrictions.. The retention 
of such restrictions would mean the 
prohibition in the financial sphere 
of what is already allowed in the 
economic field. This. would lead to 
the paradoxial situation that every 
citizen of Benelux would be able.to 
purchase or sell in Belgium, Luxem- 
burg or the Netherlands- whatever. 
he desired, but would not be per- 
mitted. to make use of.the currency. 
either .francs or guilders, which he 

Convertibitity-A Duty 
It is the duty of the monetary 

authorities of each partner country 
to adopt such measures as may be 
necessary to assure at all times the 
convertibility of franc and guilder.. 
Each authority will remain respon- 
sible as regards their- monetary 
units for the technical and economic 
measures which will' have to he 
adopted to ensure convertibility. 

This is a point of cardinal im-. 
portance for the .monetary structure 
of the future economic union known 
as Benelux. While leaving private 
persons complete liberty, t h e  
authorities of each partner will have 
to maintain the monetary equili- 
brium in their own economy so that 
the. process of convertibility of the 
two, currency unit may be able to 
function haimoniously. 

If the authorities do not succeed 
in attaining this,equilibriuin one of 
the two internal economies ' win 

From "Tlw Iniporrance of Moneror Cn,werrihiliry for rite Realizarion of 
Benelax." @imrlrrly R c f i ~ w .  Amsrer&m+ .. tank N.V.: .... Incosso Bank N.V.. 
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, show a deficit ' in its balance .of 
payments and will run into debt vis-' 
&-vis the other. In course of time 
convertibility would have t o ,  be 
suspended seeing that the debtor 
economy no longer possessed the 
means of me7ting its commitments. 

The central problem in the mone- 
tary field of Benelux' is tbe laying 
down of regulations for tbe mone- 
tary policy, a n d  t h e  precise 
imposition of monetary technique. 
in order. to render possible the main- 
tenance of convertibility of the cur- 
rency units of the partners. 

Convertibility-An Effect 
Convertibility is obviously not 

something which stands alone; it is 
the result, the outcome of something 
else. The currency unit of a country 
whose balance ,of payments is in 
equilibrium, or which shows a sur- 
plus, is by that fact alone conver- 
tible; if the balance of payments 
shows a deficit, convertibility can 
only be ensured by a devaluation of 
the currency or by imposing a con- 
trol of the exchange market: that is 
to say, by restricting convertibility. 

The equilibrium of the balance of 
payments is chiefly a question of in- 
ternal monetary equilibrium. The 
battle for conyertibility . must tbere- 
fore be fought at the level of 
domestic monetary decisions (bank 
rate, the granting of credits to the 
State, the granting of credits by 
private banks). During the operation 
of the classic gold standard, the in- 
flow and outflow of gold and its 
repercussions on the bank rate 
formed the link between convert- 
ibility and the internal monetary 
equilibrium. The relinquishing of this 
technique has not obviated the need 
to ensure the equilibrium of the 
balance of payments by an appro- 
priate internal monetary policy 
which. under normal circumstances, 

, .  

MIC DIGEST 

would bring about the convertibility 

One observation must, hokever, 
be made here: if foreign exchanges 
are not , mutually convertible, the 
problem becomes extraordinarily 
complicated. 
Wider Convertibility Essential . 

I t  is an illusion to think that 
everything is .permissible in the 
monetary field because one has laid. 
aside the strict rules of the gold. stan- 
dard. Convertibility of the currency 
units is and will always be a ques- 
tion of discipline and equilibrium. 
This is the case with the Sterling 
area and with the European Pay- 
ments Union. and this will perforce 
be the case with Benelux. 

The franc and the guilder will. 
be convertible only if they are infer- 
changeable outside Benelux, that is 
to say, if the Netherlands and the 
BelgianlLuxemburg E c o n o in. i c 
Union each have a balance of pay- 
menfs which is in equilibrium. This 
implies that each partner shall exer- 
cise a very close discipline in the 
monetary field and that he shall also 
apply an adequate measure of. co- 
ordination in the monetary pollcles 
of the three countries. If the equili- 
brium of the balance oP payments is 
not realized, it will be impossible to 
maintain convertibility unless the 
one partner is prepared to grant the 
other unlimited credit. 

The convertibility of the franc and 
the guilder will thus always merely 
be the re0ection of the parity be 
tween the two economies, the result 
and the crowning of, on the whole, 
mutually balanced commerce. ' ' 
Two Inherent Difficulties 

We here encounter two dkculties. 
In  the fust place either partner must. 
hy means of his internal monetary 
and economic policy. maintain the 
equilibrium of his balance of pay- 

.' of the currency, 
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ments.. The realization of the eco- 
nomic .union in the framework of 
Benelux prevents the partners, how- 
ever, from influencing their muual  
exchange of goods and servica in a 
direct manner, seeing that they have 
undertaken not to make use of 
customs duties, quotas, Licences. etc. 
They can therefore only avail them- 
selves of an indirect though power- 
f u l  weapon. - monetaiy and credit 
policies-which permits them to in- 
fluence the equilibrium of their 
trade. The permanent deficit of the 
Netherlands v i s - h i s  Belgium is 
precisely the effect of the absence of 
physical trade restrictions between 
the two coytries. 

Another difficulty arises from the 
fact that most currencies are not con- 
vertible. I t  is indeed not necessary 
in principle for the proper function- 
ing.of Benelux that the balance of 
payments between Belgium and the 
Netherlands be in equilibrium if the 
deficit of the one partner vis-a-vis 
the other can be met from surpluses 
in the currencies of other counties. 
This is, for instance, the case when 
b,o.th partners have a trade balance 
which is in over-all equilibrium: a 
deficit. or surplus vis-&-vis .the other 
partner must necessarily correspond 

,with a surplus or deficit in the rela- 
' tionship to other counties. 

Beyond EP.U. 
. ~ Compensation of a '  deficit in 
bilateral trade between partners by 
means of claims in foreign exchange 
upon third parties is. however, only 
possible if this foreign exchange can 
be used by the creditor-partner. 
which in the case of Benelux rarely 
occurs. or if they are convertible. 

Most foreign exchanges are, how- 
ever, not convertible. Thanks to.the 
European Payments Union a number 
of foreign exchanges have acauired a 
limited convertibility, but this is in- 

sutficienp to enable Benelux to func-' 
tion properly; 

It will therefore be seen that. in 
order to arrive at the convertibility 
of the franc and the guilder, a dual 
problem will have to be solved. On 
the one 'hand this convertibility 
must be based on an internal mone- 
tary policy ensuring the equilibrium 
of the balance of payments of both 
partners, without this necessitating 
an appeal for unlimited credit by the 
one partner to the other. 

On the other hand. convertibility 
of the franc and the guilder presup- 
poses. when'the equilibrium has been 
established, that the debtor partner 
(in practice this will be the Nether- 
lands) can supply the creditor part- 
ner with foreign exchange which the 
latter can utilise. I t  is therefore a 
quistion of either convertible or non- 
convertible foreign exchange of 
countries vis-&-vis which the balance 
of payments of the creditor partnex 
shows a deficit. 

I t  wilt be clear that co-ordination 
of '  the foreign trade policy of the 
Netherlands and the Belgian Luxem- 
burg , Economic Union may . in- 
crease the number and the volume of 
non-convertible foreign exchange 
which either could supply to the 
other. Such a co-ordination will. 
however, involve radical and exten- 
sive modifications in the traditional 
channels of trade. ' 

Cmdusiom 
On the whole. too foimal an idea 

prevails of . a e  part which the con- 
vertibility of the franc and the 
guilder is called upon to play in 
the realisation of Benelux. This con- 
vertibility is essential. I t  is not, how- 
ever, something which .can be de- 
creed or resolved. It I S  fhe result 
affained. a state of equilihriitm in 
the halanc:: of puvments, muin- 
fained bv yirrue of M appropr;ate 
policy. Monetary convertibility is not 
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the beginning %ut the end and aim. 
the crowning of a balanced eco- 
nomic union. 
As long as'two difFerent currency 

units exist in Benelux, they .will 
represent the " thermometer " indica- 
ting the state of health of the two 
partners. A sick man is not cured 
by preventing the thermometer from 
rising. and Benelux is not consum- 
mated by declaring that the two 
currency units are sound and in 
equilibrium and therefore convert- 
ible. 
On the contrary, they must be 

made'convertible by ensuring equil- 
ibrium of the balance of payments 
of each of the partners individually 
by means of an internal monetary 
policy directed to this effect As. 
however, the currency units of the 
other countries are not convertible.. 
this fact will have to be taken into 
account. The deficit of ' the one 
partner vis-&-vis the other win have 

to be met by means of foreign ex- 
change which the other cm make 
use of. As long as the debtor- 
partner does not succeed in furn- 
ishing such foreign exchange, it will 
be impossible to attain convertibility. 
We are herefaced with one of the 

greatest difficuliies of Benelux. The 
three countries are sparing no efforts 
to perform. at least to a limited ex- 
tent. the miracle of convertibility . 
beween the franc and the guilder, 
though for the space of five years no 
success has been achieved in real- 
izing Convertibility at world level. 
and the difficulties in the European 
Payments Union have proved how 
hard it is to establish convertibility 
even on the European plane. This 
problem towers above Benelux. It 
will indeed only be solved by B e n e  
lux within the framework of an 
international effort to bring about 
codvertibility between the chid 
currencies of the world 

National Income Accounting rco,,tir 
This is particularly true of the 
household expenditures on con. 
sumer services. 

(IO) The estimates come from 
many diverse sources. With the 
best will in the world it is impois- 
ible always to be satisfied that they 
are logically consistent with one 
another. As an example of this 
one might mention our estimates of 
capital formation. They are made 
mainly from the supply side: that 
is, by estimating the output of cap- 
ital goods by particular industries, 
As long as this method is used there 
must always remain ,some. doubt 
whethcr the implic,it assumptions as 
to the borders of capital expendi- 
ture are the same as those that 
underlie the Inland Revenue's 
figures of assessable profits, 

( I t )  The reader of the official 
estimates is given no guidance as to 

rred from opposite papc)  
what'. margins of error their com- 
pilers would assign to the various 
estimktes. It is. I think, important 
that something rather like the prac- 
tice followed by Dr. R .  C. Geary 
in publishing the estimates of the 
national income of Ireland should 
be adopted in this countty. 

(12) Only in the case of con- 
sumers' expenditure have quarterly 
estimates been published. But 
for many purposes of policy, pa? 
ticularly in years of turning-points, 
a time unit of a year is too long. It 
would be a tremendous. improve- 
ment if provisional auarterly ac- 
counts could be published. .; 
The hook from wliich , lhls cxtmct is 

mkot is o,Mirlzed for. the ~lttiernoiinnal 
A,%rociotio,t for Resmrch in hcomc 
and Wcalth. 11 co,troinr panrrs b y  
,Richard Stone. Gcrlrard Colnt. Jan 
Morczew,rki. E. F. Jockson. G. SIr& 
Sintori Karrxtr. 1. R: D. Drrksrii and 
W.'R.' Rrdddwny. 
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T;E,MAIN REMAINING defects of the 
U.K. national accounts are these: 

(1) Personal saving is still meas- 
ured as a residue; no direct estim- 
ate of “either total personal sav- 
ing or the saving of particular 
.income groups is available. Nothing 
is known of the forms in which 
different groups of transactors (e.g.- 
households and enterprises) hold . 
their accumulated savings. As a 
result. not only is the figure shown 
for personal saving highly suspect, 
but the combined capital account 
is a highly compressed statement 

1 which short-circuits altogether the 
flow of funds through different 
types of financial intermediary. 

(2) The composition of the gross 
capital formation is still uncertain; 
in particular, the estimates of 

(3) No reliable estimates of the 
amount of income or’ gross product 
generated in different industries are 
available. As a consequence, we 
can show only a consolidated oper- 
ating account of enterprises. 

(4) The estimates of the profits 
of enterprises are n o t  purified of all 
that the economist would regard as 
capital gains. or losses (through in- 
accurate provision for depreciation 

, changes in inventories are shaky. 
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sumers’ expenditure it has not so 
far been possible to deflate the 
expenditure .figures so as to 
eliminate the effect of: price 
changes. As a result we are in sotne 

I’ National-Income Adcounting 
I Faults that Remain in British System 

By E. F. JACKSON 
4 (Chief Statistician. U.K. Central Statistical Office) 

have so far given results appreci- 
ably different from equally rough 
calculations from the side of real 
output. . .  

penditure patterns of differedt in- 
come groups, or. as a consequence, 
of the, incidencc of indirect taxation 
on different classes. This gap could 
onlv be filled bv continuine familv 

(6) Nothing is known of the.ex-. 

L 

budget enquiriei. 
(7) No breakdown is available of 

pubiic authorities’ purchases from 
enterprises. This is. of course. due 
to .the fact that the Government’s 
accounts are kept on what is some- 
times called an ‘objective’ basis. 
For Parliamentary purposes it is 
essential to know hpw much of the 
Government’s, spending is the res- 
ponsibility of a particular Depart- 
ment. but it is not essential to 
know how much the Government as 
a whole is spending on the products 
of any particular industry. 
(8) Some of the estimates in the 

halance of payments are, because of 
the methods of. estimation used.! 
too ‘net’ to fit ideally into a system 
of articulated accounts. This re-’ 
sults in the totals o n ,  the operating 
account of enterprises being too 
low on both sides. Moreover. the 
balance of payments used for oper- 
ational purposes in the United 
Kingdom is essentially a cash ac- 
count: its use in the national 
accounts therefore necessitates tire- 
some adjustments to the other 
accounts which are on an accruals 
basis. 

(9) Some of the estimates actually 
made and published rest on a quits 
inadequate statistical foundation. 

fcontinued opposite) 
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-U.K. Real Estate 
How Much is it' Worth? 

THERE IS NO COMPILATION of statis-. 
tics which provides a comprehensive 
picture of those twin national asseb 
-land and property. Is it poksible 
to fill the g a p a t  least lo some ex- 
tent and indicate by means of 
figures just what they mean lo the 
national economy? Scarcely. but 
even a modcst attempt may be worth 
while. 

Great Britain's total surface is' 
about 47.000.000 acres. rather less 
than an acre per head of the popu- 
lation. EtTwtive food-producing 
land is just over half-an-acre per 
head. There are 379.993 holdings 
(exceeding one acre) and about 
300.000 farmers; and the net farm 
income of an extensive sample of 
them over the eight-year- period 
1940-41 to 1947-48 averaged f820 
per annum. varying from f1,063 in 
1941-42 to f531 in 1947-48. The 
average from the Arahle Group was 
f1.127. for the Intermediate Group 
f933. and for the Grassland Group 
f60R. Tho average rent per acre of 
all holdings i n  England and Wales 

'ahovc five acres is 27s.. their r e m  
range from less than JOs. per acre to 
f 4  or more. 

Fannland Total 
If. however. we take 22.000.000 

as the total of reasonably good 
farmland. and assume the average 
agricultural prici to be E25 an acre. 
we get a cauital value (for farming 
purposes on ly )  of f550.000.000. To 
this has to be added the value of the 
less productive 25.000.000 acres: 
say. f125.000.000 (at E5 per a m ) .  
So that the capital value for farm 
purposes is nearly f700.000.000. 

But this'is riot'auite all the story 
The Chief Valuer of the Board of 

From Finnnciol T 

Inland Revenue estimated to the 
Barlow Commission on the Loca- 
tion of Industry in 1939 that the 
development values-that is. value 
for buildinr and kindred uurooses- 
of land -amounted t d  a b o u t  
f400.000.00. The 1945-50 Govern- 
ment themselves assessed compensa-' 
tion for development values ex- 
tinguished by the Town and Country 
Planning Act, 1947, at f300.000,000, 
but it is to be noted that these figures 
covered nll such values, both urban 
and rural. 
Expansion Programme 

Let us look on the other side of 
this question of farmland value. 
Annual food subsidies are of the. 
order of f450,000.000. To step up 
home production, and therefore to 
save the cost of imports. the Govern- 
ment estimated that in the four-year 
expansion programme (1948-52) ' 
some f450.000.000 would be invested . 
in 'the industry. The various farm 
subsidies (for drainage. water sup- 
lies, , 'lime, etc.). amounted to 
f20.425,OOO in England and Wales 
in 1950-51. and to €24,373,000 foi 
Scotland in the same year. 

In the light of such figures as 
these, the true value of Britain's 
farmland, as distinct from its in- 
trinsic market value estimated above 
would seem to'be incalculable. 

What is the value of Britain's 
"bricks and mortar"? To start with. 
there are about 13,000,000 houses in 
the country. To place a yardstick 
market value on them-what with 
rent control. vacant possession. age 
and condition-is ,impossible. 

Eight million are rent-controlled 
and their value is depressed accord- 
ingly. Four million are. owner- 

irnes, June 14. 1951 
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accupied and, given vacant posses- 1947-48 was fS53.800.000. ;After 
sion. their value is enchanced allowances for repairs and dcpncia- 
accordjngly. .... I .  . tion (houies. factories, business 

But what of replacement value? premises fl21.000.W the net return 
The average small house. to-day was ~367*OOOW'.. . .  . . . . . . .  
costs nearly f1.500 to' build. Thus 
to 'replace .13.000.000 houses would Ratiag 
cost nearly .€2O,OOO,OOO! Even if we Here is another -guide. The ,total 
allow a generous margin of deprecia- of central Government expenditure 
tion for the existing houses, we still on housing in Great Britain in 1951- 
get, on a low estimate of E200 per 52 is estimated at €70,780.000. The 
house, a total of €2,600,000,000. total for 1945-46 to 1951-52. in- 

What is the income to ownas clusive. is f393.131.549. 
from existing tenanted houses? The Until 'the reassessment for rating 
average rents of the 4,000,000 pre- now being carried out under the 
1919 bouses which have been con- Local Government Act, 1948; has 
tinuously controlled since World been completed. municipal income 
I was, in 1939. nine shillings a week from. property can be stated only in 
in London and six shillings else- terms of,poundage. The rates levied 
where. Assuming, on the basis of by county boroughs in England and 
population, that one quarter of them Wales for 1951-52 show an average 
are in London. the rent-roll for Lon- of 20s. Id. against 18s. 8fd. for the 
don, would be f400.000 U week; and previous year and 14s. 6d. in 1939- 
the rent-roll for the remainder of 40. Highest is Merthyr Tydfil at 27s.: 
the country would be €900,000. Of lowest is Bournemouth at 13s. 
the 4.500.000 " new control " houses ' Fja l ly  we come to the building 
(those,that had been controlled. then force engaged on new construction 
de-controlled and finally rei-con- and on maintenance. The total num- 
holled' in 19391, the average for ber of building operatives is ahout'a 
London is about 13s. 6d. a week and ,million men-slightly more in 1939, 
about 9s. a week elsewhere. SO that somewhat less in 1948. At an est,- 
the respective weekly rent-rolls mated average wage of 3s. an hour, 
would he Of the order of €685,000 the wage bill totals up to the useful 

figure of €150,000 an hour. or near1 and €1,350,000. 
Take taxation. The gross income €8,000,000 a week of 44 hours-a 

from Schedule A assesments for the or most of which goes into the Value 
whole of the United Kingdom in 'of the nation's real estate. 

. . . . .  

, . I .  

H 

BRITISH HOLDINGS OF US. SECURITIES 
The nominal capital value of U.K. holdings of quoted U.S. domestic 

securities is estimated as 1ollows:- 
End I945 . . . . . .  $354 million 

1946 . . . . . .  321 .. 
1947 . . . . . .  306 .. 
1948 . . . . . .  302 .. 
1949 . . . . . .  322 . . .  
1950 . . . . . . .  328 .. 

The figures quoted include those securities pledged against the 
0 

Reconstruction Finance Corpora':-- *--- 
Economic Secrelary lo Trensu 

L l Y I l  , W a l l .  

0, House of Commons, lrrnc I 1  I951 
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' Folly of Guaranteed State Bonds 
By Professor RENZD BIANCHI (Carleton College. Minn.. USA.) 

PROWSSOR ScH&~CrrraR argued 'that 
the way to maintain the incentives 
for saving is to introduce some kind 
of guarantee in Government savings 
bonds that will assure to the pur- 
chaser thereof a .stable purchasing 
power for the money he lends to the 
Government. If prices rose 100 per 
cent in the period that the Govern- 
ment held the money the principal 
paid back on a $100 bond wodd be 
$200. 

I submit that this is a dangerous 
plan. 

The sale of such securities is' al- 
most bound to be too successful. It 
would be'foolish for any holder of 
fixed assets who could possibly do so 
not to shift his holdings as soon as 
possible after. the plan was intro- 
duced. The effect on the security 
markets can be imagined. But this 
and the effects on the underwriting 
of life insurance and the financing of 
municipal and state activity could 
surely be ignored in view of the 
importance of ,the ultimate objective 
of the plan. 

What makes the proposal so par- 
ticularly dangerous is that we do not 
know how long the present emer- 
gency will last. As long as the alter- 
native of guaranteed purchasing- 
power bonds exists no private 
financing of this sort could occur., 
for no private enterprise could 
possibly give-the guarantee offered 
by the Government. -Beyond. this, 
public policy has the bad habit of 
becoming institutionalised, and it is 
all too likely that an eventual 
restoration of international political 
stability would not stop the issuing 
of these bonds. 

For those of us who feel that 
equity financing assures a greater 

Fro,!! Lrirer.~. New Yorl 
and May 

Scathing commentary on pro- 
posal of Professor Sumner H .  
Schlichrer. of Harvard,.. that 
US. .Government dwuld en- 
courage investmew in Govern- 
ment Bonds by guaranteeing 
purchasing value of the funds at 

mafurily. 

social'stability the adverse effects c 
this prospect are somewhat miti 
gated. For it is clear that mud 
private financing would have to r e  
sort to the cquity form. and the 
existing trend in this direction would 
be enhanced. But unfortunately 
not all private financing can take 
this form. What would happen to 
mortgage financing of residential in- 
vestment. for example? The Govern- 
rnent'would have to take over an . 
already over-extended activity in 
this field, and the same would be 
true elsewhere. The end result is 
clear, either equity financing or that 
of government. 
Controlling Inflation ' 

It is evident that the adoption of 
a plan of this sort will be made 
necessary only because political 
responsibility for holding down the 
inflationary pressures has failed. 
And it can be argued that its mere 
availability gives aid and comfort to 
all stripes of political cowardice. 

If the economic insanity of parity 
pricing and cost-of-living wage 
arrangements is evil, .and doubly 
evil under wartime conditions made 
worse. by insufficient taxation. the 
thing to do is to remove the evil. not 
create a new one. At best the plan 
in  question is a so$ of dope for 
easing the pain, not a medicine for 
curing the disease. '. 

27. 19S1 

' 

i Times. Mny '20, 1951, 
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, PROFESSOR S. H .  SCHLICHTER ANSWERS BACK 

One is compelled to agree with 
Professor Bianchi's .first point that 
the demand for the bonds would be 
large and that many of them might 
be purchased with bank credit or out 
of capital rather than out of current 
income. This objection, however. 
holds true of any bond that is 
sufficiently attractive to induce sub- 

.stantial amounts of new saving- 
whether the bonds be a purchasing- 
power bond, a tax-exempt bond, or  
a bond paying a very high rate of 
interest. 
DLFtributioo Problem 

The way to deal with this problem 
is (1) to limit the quantity of the 
savings bonds that any individual 
may buy in a given period. and (2) 
to establish a sales organ!sation that 
will reach by personal vislt a large 
number of persons who now do 
little or no saving. This latter step 
would probably require paying. a 
small commission. 

The most popular form of saving 
among individuals since the out- 
break of the Korean War seem to be 
cash and bank. deposits. Individual 
holdings of these types of asset in- 
creased by $5.3 billion during the 
last half of 1950. This type of sav- 
ing holds the greatest future inflat- 
ionary danger .because cash and 
bank deposits are so easily converted 
into goods. Hence. if individuals 
could be persuaded to convert part 
of their recent accumulations of cash 
and hank deposits into savlngs bonds 
the danger of inflation would be 
diminished. 

The second principal point of 
Professor Bianchi. that the issuing 
of purchasing-power bonds By the 
Government would prevent the 
issuing of conventional bonds by 
private enterprise does not seem to 
be well taken. The market for 

. L  

private bonds is almost entirely an 
institutional one-lie insurance 
companies, savings banks, pension 
funds. Since institutional buyers 
would not be eligible to buy pur- 
chasing-power bonds, and probably * 
would not wish them anyway. the 
issuing of '  such bonds by the 
Government would not interfere 
with the sale of conventional bonds 
by private enterprises. ' 

Protecting Principle 
One might ask: I' Why bother with 

a purchasing-power bond at all'? 
Why not issue a savings bond of the 
conventional type, that pays a rate 
of interest sufficiently high to com- 
pensate buyers foi the risk of loss 
in the purchasing 'power of their 
principal?" There. is certainly some 
rate of interest that would compen- 
sate for this risk. The rate that is 
adequate would be determined by 
the market-the - price khat in- 
dividuals are willing to pay for the 
bonds. 

The trouble with this suggestion 
is that it is desirable to sell bonds to 
many personS. who are not ex- 
perienced investors. Suppose that 
the rate of interest were high enough 
to compensate for the risk of loss 
in purchasing power of the principal, 
and suppose that the pricelevel were 
to rise by 15 or 20 per cent. or more. 
Although the bond buyers would 

.have no real cause for complaint, 
most of them would consider that 
they'had been wronged. 

It would be particularly difficult 
for the Government to convince 
them that they had been treated 
fairly if the Government were help- 
ing the price level to rise by support- 
ing the prices of farm products and 
hy encouraging employees to or- 
ganise for the purpose of bargain- 
ing for higher wages. 
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Wide Variations * in Welfare costs 
By.V. J.,,OXLBY, Deputy Borough Treasurer, Ipswioh 

''CHILDWN S E R V I ~  Statistia" and 
"Welfare Services Statistics" 'for 
1949-50 produced jointly by' the 
Institute of Municipal Treasurers 
and Acoountants and.the Society of 
County Treasurers show wide vari- 
ations in the figures of individual 
authorities. 

Both the returns are on 'similar 
lines, and are .  divided into three 
main sections:, general statistics, an- 
alysis of net expenditure and grants 
per 1.000 population. and costs per 
child or resident week. In compar- 
ing figures of different authorities i t  
is necessary to remember that di8er- 
ences. between them .may be due 
either to differences in method and 
economy of administering the. ser- 
vices. or to variations.in the extent 

' 

, .. 
by size. method of .management. and 
extent to which accommodation ii 
fully occupied. To help eliminate 
the size factor the homes are classi: 
fied ' in groups of daering sizes: 
Haviog-regard to these points and 
noting that. in. general, most homes 
are over'80 per cent. ,and many 
over 90 per cent. occupied, there is 
an astonishing range both of tot4 
weekly costs and of details of those 
costs. . The following. figures" ern; 
phasize .this point:-' , .  . .  .. , . .  . .  

' ' ! COSTS PER WEEK 1 ' ,  

Total Net' Expeitditare Excluding Capital 

to .which ' the services have been 
'geveloped, ,ms latter factor 
be much ,influen*. by the ,needs 
bf the area for these services; needs 

Ho,mrs I3 to .30 children' 39 . 7  133 9 
Homes over. 30 children 40. I 1.14 1 
Residtntial Nurseries . So . I O  f224. 3 

r:' ' .' 1 .  
, . 
Residenriol- H m e s .  :'. , .,. , . .. 

persons . - - ._- 46 3 ' ~  265 2 tiom of 'children or.: akd .and Homes I 16 
infinn and from differing social con-. ~ ~ i , , ; ~  3, lo 50 
ditions. . . Another. important factor Homes over 50 persons 37. I , 99 1.1 

. ,  
, .. *,rising from differing . 'propor- Homes not exceeding I5 ' ) .  

.),, bersOns 38 . , 193 ,, 
39 . I' 

affecting th.e degree $ development 
of these services is ' the extent to 
which they .are provided by volun- 
tary bodies. Voluntary societies, for 
instance, in some areas, provide 
children's homes; old p.e o pl e ' s 
homes. and senices for the welfare 

Factors ',different from tho& '.set 
out above inpuenffi the. cost, per 
child or resident week id a.home 
provided .by an authority. These. 
figures are more likely.to be.a!Tected 

of the hlmd. . .  

From Local Government 

It may he .possible to explan, by 
reference to size and percentage, of 
accommodation occupied. why one 
authority in a.children's home only 
spends 11s. 10d. per child week on 

'employees. while.' another spends 
71s. 10d. per child *w&k. It is 
certainly not so easy to explain why 
the range of cost per week of pro- 
visions, clothing. and personal. needs 
of children varies from 9s. 8d. per 
child week io .  42s.. 79. .per child 

.. 
. .  week. . . . ,~ . 

Finance. London. July 1951 
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,. .;. .. I . ’, .. ’ ’ ,  Making . o  Coal. ..,- .Go ~. . Further ’ ’  

I>!;. . 
I 

TI,;. Ministcr of Fuel and Poker has stressed thor iiicr&ip coal 
proddcfion is not the answer to the nation’s problem: There must 
also be much greater economy in the use. of the coal tho: is produced - 

, , Mpch of the 200 million tons of . search is going ‘on- to extend the 
coal used in this country every year range of coals which.can be used in 
is wastefully, burnt. this prokess. 

make coal go further. (2) To ensure The second step towards making 
that the demand for certain qualities coal go further is for the Board so 
and kinds of coal will not outrun to market theifcoals that it is poss- 
production possibilities. (3) There ible for consumers. to use them 
is-the related problem of reducing efficiently. This calls for an accurate 
the pollution of the atmosphere. classification of the 8.000 different 

The 6rst step is to ensure that sorts and sizes of British coal: and 
nothi@g that will burn is lost. Much one has been made. It serves as the 
slurry ,and “middlinps” are still basis of the Board‘s proposals for 
going to waste. If all the slurry is a’new price structure. But its pur- 
to be used.-new means of .stoking pose ‘goes further: the Board’s 
wet coal or drying it must be em- objective is to ensure that each coal 
ployed. “Middlings.” which are will be of consistent quality and 
coal and inert matter closely inter- Size. This will .enable the. manu- 
grown. have an ,ash -content of 15 facturers of . cod-buming equipr 
per. cent to 40 per cent. .The pro- merit ‘to design efficient appliances 
portion of “middlings” is bound to for s P i E c  types of coal and the 
rise.and the‘problem of using,them consumer to .choose the right coal 

, will become more .urgent. This for his appliance. Not all kinds and 
should. b e  partly solved by develop- qualities of Coal “n economically 
ing pithead:power stations designed be made available in all parts of the 
to burn low-grade fuel. ‘ n e s e .  low- ’ country: :but. i t  should be .possible. 
grade., . fuels-“mi,ddlings.”: slurry before long.: for the, B p a g  to ‘say. 
and the l ikevannot .  stand the cost what coals consumers in. particular 
of. long .hauls; the size of each Places can rely . on getting. and 
power station would thedore  fo ,arrange for efficieat . advisory 
depend: on the quantity of such fuel SeMWS. . , 

that. is, available nearby. . . ’ Processing For Standardisation 
. A . way- of using “fine” coal .In some cases’&e best way of 
which would otherwise -be wasted obtaining from raw coal a standard 

. is. “briquetting.” binding fines or product ‘ of “repeatable”’ quality is 
slurry with ‘pitch. Briquettes have by processing. Nearly a ’quarter of 
not ‘always been popular, but tech. all the coal produced is already‘pro- 
nique and quality,+re improving: cessed by . carbonisation. which 
in particular the Board have devel- yields coke, gas and valuable by- 
oped a , cobble briquette which is products. In‘ 1950 about -49 million 
easier to handle than the older tons of. coal were carbonised-over 
types. Carbonised briquettes, of 26 ‘million tons in gasworks and 
which one type-“Phurnacite”- nearly 23 million tons in coke 
has been on the market for some ovens. ‘The gasworks produced 
time,’are the’ most promising. Re- about. 12”milliOn tons ,of coke and 

‘ , _ I  

I There are three problems. (1) To : Better Marketing 

. 

From Report and Account, for 1950, National Coal Board, 
June 5. 1951. H.M.S.O. 516 2 4  
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the coke ovens over 15 million tons. 
Most of the coke from coke ovens 
was required by the iron and steel 
industry. But the rest of all the coke 
produced served a wide range of 
purposes and'was on the whole 

'used efficiently in closed appliances. 
The Board estimate.that. in ten to 
fifteen years, the amount of coal 
carbonised. annually in coke ovens 
and gasworks will be about 10 
million tons more than at present. 
Carbonisation is one of the ways of 
turning raw coal into standardised 
fuels. Gas is such a fuel, and so is 
most of the metallurgical coke. But 
the possibilities of producing 'the 
rest of the coke to consistent stan- 
dards of quality have yet to he fully 
exploited. To exploit them is one 
of the aims of the future: it will d e  
pend a great deal on coal 'being 
supplied to a consistent standard. 
There are further methods of pro- 
cessing raw coal into fuels of stan. 
dardised and consistent quality: one 
of these is making carbonised 
briquettes, already mentioned. 
What Consomere Can Do - 

n e s e  are the main lines along 
which the Board as suppliers ho 
to assist consumers to be more e K  
cient in using fuel resources. It is 

.'only half the story. The other balf 
is for the consumers themselves. 
The cost of wasting coal may in 
future be very high indeed: it will 
n.ot be measured simply by the price 
.of the coal wasted, but by the value 
of national production which may 
be lost when there is not enough 
coal to go round, The coal industry 
itself consumes much coal and must 
see that every possible economy is 
made. and it has made some pro- 
gress. In 1948 colliery consump- 
tion was 11.3 million tons, when 
coal production was 197.6 million 
tons: in 1950. 204.1 million tons 
were' produced, and colliery. con- 

sumption was 10.7 million tons. The 
tonnage figures of colliery consump- 
tion do not fully reflect the improve 
ment since much saleable coal has 
been replaced by coal otherwise un- 
saleable. But far more remains to 
be done. The coal industry has no 
tradition of using its own product 
economically. For many years the 
collieries were embarrassed by hav- 
ing more coal than they could sell 
and only the hest of it found a 
maiket. So a lot was burned with- 
out regard to thermal efficiency. 
Many collieries must have new 

I boiler plant and at old plants there 
must be better instrumens and more 
efficient stoking, 

Economies Already Made 
Much can be done by other con- 

sumers. Industries where coal is a 
big element in total costs-and new 
plants have been erected, during 
recent years-for instance.. the iron 
and steel industry-have . shown 
that very large savingsan be made. 
The British Iron .and Steel Federa- . 
tion estimate that in 1923 it took 
62.7 cwts. of coal to produce a ton 
of finished steel. In 1949. it took 
36.1 -.;.the saving of coal through 
higher fuel efficiency was over 15 
million tons.. Ste.am plant at elec- 
tricity generating stations was wing 
2.15-Ibs: of coal per unit generated 
in 1930. compared with 1.67 Ibs: per 
unit in 1949. when the calorific 
value of the coal was lower. Many 
examples of dramatic improvements 
in fuel efficiency could be quoted 
from other industries; The mobile 
test vans maintained by the Ministry 
of Fuel and Power to help in- 
dustrialists with their fuel problems 
have 'already achieved some .good 
results. The Ministry recently esti- 
mated that the fuel saving at the 
premises'visited by these vans was 
22 per cent. Economies on this 
scale in general industry (apart 

, 
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from iron and steel) would reduce 
consumption from 36 million tons 
of coal a year to about 28 million 
tons. They can often be obtained 
merely by cutting out obvious 
waste. In other cases new equip- 
ment is required. During the war 
the installation of new plant in 
factories was severely restricted: 
licences. were only granted where 
quick returns were certain. None 
the less, about 2,500 licences were 
issued for installations which would 
save their capital cost by reduced 
fuel consumption within 2f years. 
Recovery of capital costs in 2f years 
is a very severe condition; that it 
could be fulfilled in so many cases 
shows clearly enough how wide are 
the possibilities. 

. Domestic Users 
There are possibilities in the 

homes of Britain no less than in the 
factories. as was shown in the Simon 
Report. .“.Domestic Fuel Policy.” 
The :Government have accepted in 
principle the recommendations of 
this Report. and the Board will play 
their,part in carrying out the Coun- 
cil’s recommendations. The Board 
support the Solid Smokeless Fuels 
Fedcration. and also the Coal 
Utilisation Joint Council which en- 
courages .householders, L o c a 1 
Authorities and others to replac: 
old-fashioned and inefficient grates 
with modern grates. stoves and 
cookers. Replacements would no 
doubt be faster if there were hire 
purchase. credit sales or rental 
facilities as there h a v e  1 o n  g 
been for gas and electric appliances. 
But this raises questions outside the 
Board’s competence. The Board 
themselves own houses and offices 
equipped with inefficient appliances 
and have made a start in replacing 
them. A successful experiment was 
Fade  at Ferryhill in the Durham 
Division: fifty modern type kitchen 
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ranges have ‘been installed in place 
of old fashioned appliances in 
miners’ ,houses. There was full co- 
operation from the local Miners’ 
Lodge and the Durham Area. of the 
Nationali Union of Mineworkers. 
who asked for the scheme to bo 
extended. 

The Board are concerned that the 
Shortage of house coal bas in recent. 
years led to developments which are 
contrary to the recommendation in 
the Simon Report that “the main 
winter space and water heating 
load should be laken by solid fuel.” ’ 

For the householder coal is 
“ rationed:” not so electricity and 
gas. For this and other reasons, gas. 
and electricity sales to domestic 
consumers have risen greatly dur- 
ing and since the war. Between 
1943 and 1948 gas sold to do- 
mestic consumers increased by about 
a third and electricity doubled. 
A great deal of this expansion 
might not have happened if house 
coal had been freely available. 
Yet the rapid expansion i n  the de- 
mand for coal to make electricity 
and gas itself restricted the amount 
of coal that cbuld he supplied for 
domestic consumption. Meanwhile 
the electricity and gas industries 
often had not the capacity to meet a 
peak demand accentuated by the 
growing domestic load. The only 
satisfactory solution is a supnly of 
house coal sufficient to give the do- 
mestic consumer a true choice 
between the three main fuels. in 
accordance with his,needs. 
Scarce Type and Qualities 

What kinds and qualities of coal 
can he mined economically is largely 
decided by geology and the in-. 
dustry’s ,operations in  the past. The 
need to work thinner and more diffi- 
cult seams is inescaoahle. This, 
and mechanisation, will continue to 
lead to more dirt in  the-raw .fuel. 
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Consequently the best qualities of 
most kinds of coal will tend tq get 
dearer, mainly because it will be ex- 
pensive, to prepare them for the 
market. The proportion of large 
coal in the total output will also 
fall. Certain special coals, notably 
those which are unrivalled for mak- 
ing metallurgical coke, will be very 
scarce. 

IS needed. These facts point the need for The pricds will be 
changes in pattern Of demand atsigned to help in the conservation 

of scarce coals and in bringing a t  home. 
I t  will help to conserve the special about those changes in the pattern 

coking coals if it is accepted that of demand which will make for the 
they must be used for making coke most efficient. use of coal. 

and not for domestic or general 
industrial purposes. But this will 
leave the problem still only half 
solved. For the other half a 
systematic policy of blending is. 
needed so that good coke can be 
produced without using so much of 
the special coking coals. The theo 

in their infancy and much research 
and technique of blending are s 3 

~ ~~~ 

FACTORS WHICH ,DETERMINE REAL WAGES 
By Dn. A N D n m  DE G W P P  (Yoorburg. Holland) 

At every date in history the quantities of capital available per hsad 
of the working population have been quite different in different counuIVIs0. 
and cmsequenlly there have also been great .differences In real wages. 

However. the trade unions oppose an reductian of wages. 1 % ~  
people simply will not understand &at a delcit in the balance of paymenu 
is noihing else but clear cvidenco that consumption within the country 
is relatively too high, and that, therefore, since this consumption i8 paid 
for out of wages, red  wigcs are too great. This refusal to cut down real 
wages, or, to express the matter in other terms the demand that nominal 
wages shall be raised as fast as prices rise, can'well lead to inEatian. 

In countries where &here is a monopoly of foreign trade it may be 
possible, for somc time, IO diminate the effects of the growth in prod? 
livity and real wages in other countries, and to make these thmgg as U . 
were invisible. But a soon as foreign trade is liberalised, so that goo& 
which are produced more cfficienlly have free entry. the curtain whick 
veils the true Dosition is torn esunder. If vou liberalise. vou are. bound ~~ ~ 

to adjust real-wages. If you do not do 5 6 ,  you will hav; baiancc d . 
payments dcficit which, sooner dr later, must entail a devaluaiion of -the 
currency. And if after that you will still not accept lbwer real wages, thm 
you are bound to havc further devaluations. 

For thc producer, the level of real u'ages is a given factor. If a 
manufacturer sees thai. at  a given level of real wages and productivity. h i  
.business will not pay at the prices he can achieve. then he will try to 

.increase his productivity by obtaining new machines and the like. 
:his purpose he needs capital. But the availabls amount of capital is not 
enough io meet all the demands and to provide all the workers in the 
country with the capital required per head. Since there is not enougL 
capital. one must choose between two things: eithcr one must lower real 
wages by spreading the capital shortage over all thc workers, or one must 
reduce the number of workers employed. The whole of Keynes' con- 
-rption falls'to thd groa d as soon as the reas0.n for unemployment k 
no longer under-consump?ion but a capital shcrtage: 

If  o m  keeps to real wages which are relatively too high, then deficic 
spending will not, givc rise to greater production; on the contrary, the . 
.shortage of capital will bccome even more acute, and will lead, by m y  
of a deficii in, the balance of payments, to an endless inflation. 
From Jow!ml of Fi,mtce atid Credits, Fronkjur.l/Main, Volumc I I ,  ,No. I 

I .  

For . 
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Local Government .Dancing, to 
. .  State Piper's Tune 

By D. N. CHESTER (NJuffield College. Oxford) 
Local coretcils ore hmdling about €1,500 million a ycur. But their 
powers are severely Iimircd by their everinereasing depetdence on 
Stare Gm,trs for ear-trinrked purposes. H a w  can they be brought 

hack to rlwir proper iMasure of nnrhorily? 

- 

1 
IT OUGHT TO' BE an aim of public present circumstances of local ex- 
policy to ensure that ' the financial penditure and revenue. 
winditions in which local author- The approach must be.to 
ities operate should encourage a the souTces of healthy 'independence. The sbT"'Vt revenue directly under the control 
way of achieving this financial of the local authority can be in- 
Policy would be to ensure that the creased, And in this connection it independent sources 'of revenue a t  1 ,llUSt be borne in mind tb,at, in the 
the disoosal of local authorities 
.should be increased so  that no ser- 
vice or .no authority should need an 
Exchequer grant greater than the 
authority contributes from its own 
resources. A partial alternative 
would be to try to provide Ex- 
chequer aid in a way that minimizes 
the need for detailed control and the 
threat to local independence. 

Education Service 
I wish to dismiss at once a.possible 

.change which would go a long way 
to achieve this financial aim: the 
transfer of local education to the 
central government. This would re- 
duce local rates by about a third and 
grants by ahout a half. Nevertheless. 
attractive ' though the solution may 
appear to those who ,are concerned 
only with figures, it must-be whole- 
heartedly rejected. Education, how- 
ever. must remain a local authority 
servico and a solution to the financial 
problem be found hy other means. 
Indeed I would go further and say 
that, as at somenot too distant date 
the,question of the return of the 
hospital service to locally-elected 
bodies will come up for considera- 
tion, the financial changes should be 
wider than are necessary to meet the 

nuin, I ani concerned'not with in- 
creasing the total of local and central 
expenditure on local services but 
with, securing that a much greater 
proportion of t h i s expenditure 
should be met from sources which 
are not under the control of the 
Treasury. This would not exclude 
specific grants being givcn towards 
services in which it was considered 
necessary to have a real central-, 
local partnership, but the number of 
such' services . should be strictly 
limited and the grant should not ex- 
ceed the contribution by the local 
authority. Nor does it exclude the 
possibility that the changes would 
still leave a few aulhorities in  need 
of a special equalization grant, but 
the changes would have failed if 
morc than a few.authorities were in 
that position. If locally-controlled 
revenues could be increased by, say. 
f150 millions per annum. and grants 
decreased by that amount, the worst 
features of .the present trend would 
have been removed. 

Judged hv the standard of the 
Excheauer Equalization' grant. the 
authorities most in need of assist- 
gnce are the County Councils (with 
the exception of those in the area of 
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the Home Counties) and certain in- 
dustrial towns. Of the 61' County 
Councils (excluding London), only 
7 fail to qualify for an Equalization 
grant. i.e. 54 have a rateable value 
helow the average for the country. 
(Theaverage is raised by the inclus- 
ion of London). The majority of the 
Counties qualify for grants of 25 per 

'cent. or higher and of these 7 quali- 
fy for grants higher than 50 per cent. 
London and 28 of the County Bnr- 
oughs do not qualify for grants. and 
only one-Merthyr Tydfil-qualifies 
for a grant of more than 50 per cent. 

When it is remembered that *e 
Equalization grant goes to reduce 
the share borne by the authority of 
the cost of services already spe$ic- 
ally grant-aided, it can be seen that 
any authority. which receives a high- 
percentage Equalization grant is. 
receiving a predominant share of its 
revenue from the T r e a y y .  

Effects of De-Rating 
The weak position of most of the 

Counties is almost wholly the result 
of de-rating. Here are the facts for 
certain Counties in receipt of a high- 
percentage Equalization grant:- 

Present INDCATED Loss DUE TO DE-RATING 
Equalization Qteable Net annual value Rateable value lost 

Counly grant value . of agricultural due to de-raling - (approx. 1947(a) land and buildings of industry and 
percentage) 1930 transport(b) 

% Po00 €000 
45 271 222 

f'm 
71 

115 
9 
5 

14 
20 

(a) 1947 was chosen because it was the last ycar bcfore the removal of the 
rateable value of railway, canal and electricity properties from the Valuation List 
under Pan V of the Local Governmeni Act, 1948. 

(h)  The estimated, loss is obtained by multiplying by three the rateable value of' 
industrial and freight transport hereditaments after de-rating as shown by the 1947 
valuation List. 

The figures are only a rough ap- the total rateable value of the area 
proxiniation.to the total effact of de- for 1947. and, in the  other two cases, 
rating. for agricultural land and very nearly approached it. In  other: 
buildings have not been valued for words. ths effect of de-rating has 
rating purposes since. 1929. Sincc been to. halve the local resources of' 
then. some agricultural land has these authorities. 
gone out of production: on the other Most of the County Boroughs in 
hand, rents have probably risen. receipt of high Equalization grants 
But. taking'the figures for what they have dense working-class popular 
are worth. i t  is noticeable that in four tions living in old rent-restricted. 
of the six examples the annual valu:: houses and with only a small amount 
of agricultural land and buildings no of valuable commercial and 'shop. 
loneer tdted, plus the rateable value propertv. The de-rating,of industry- 
lost due to the de-rating of industrial. a n d  railways depressed their rate 
railway and canal premises. exceeded revenues even further. Between 

. 
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Apiil Ist, 1929 and 1930, the year in with a corresponding reduction in 
which de-rating took place. 16 Treasury grants. 1 This is not.easy. 
County Boroughs lost more than 15 for'ideally such a tax should be col- 
per'cent. of their rateable value and lectable locally and, if possible, 
Barrow, Bootle; Burton-on-Trent. though-this is not essential. the rate 

, Rochdale and Merthyr Tydfil lost of tax should be variable locally. 
more than 20 cer cent., whereas Certain taxes are ruled out com- 
their rateable value should have in- pletely becJuse their collection is 
creased because of the. building of confined to xfew areas, e.g. most of 
new'houses, etc.' the cnstoms and excise duties, in- 

cluding purchase tax. The taxes Here, then, is an important issue which look. promising (with 
of public policy which requires con- their yield in 1951.52) are: sideration. It would be unfortunate, ( ~ 5 0  millions); stamp 
however. if it were Posed wholly as duties (f55 liquor licence a clash between the interests of duties (f5 millions), and motor 
local government on the one side vehicle .duties (E62 millions), 
and of industry and agriculture on countries there is a limited 
the other. In large measure it is an form of local income tax, And as I issue between the Treasury and in- that the drinking of beer 
dustry and agriculture. with local is widespread-in town and country 
authorities being used as a some- and in.rich and poor areaSAand as 
.what unwilling administrative de- the tax on it now yields ~ 2 5 0  
vice. For, as a result of.the decision lions. it would' appear be a tax 
by Parliament IO de-rate certain suitable for part at least to go 

virtually an equivalent sum to local local authorities. I t  avoids appearing to 
subsidize factories and farmers but It is.probable that the 'additional 
gets itself involved in the serious Sources of. revenue could not be 
problem of undermining the financial made available to all classes of local 
responsibility and independence of authority but only to the major 
local goverment. The solution is authorities. Fairly wide areas of 
possibly along the line of reversing collection would be required if great 
the 1929 decision, in large part if disparities between areas were to bz 
not:wholly, and of dealing with the avoided. This would almost cer- 
increased cost to agriculture and tainly rule out the smaller boroughs. 
industry by way of the income tax, urban and rural dlstncts. It might 
There is possibly around f50 mil- also rule out Some of the ex l s tw  
lions in  this transaction, a large major authorities and this .IS one 
part of which would be offset by a reason why any consideration of 
reduction in the Equalization erant. boundary changes ought to 60 hand 
now running at about f56 millions i n  hand with a consideration of the 
per annum. basic finances of local government. 

The most that one can plead at this 
Local Claims on state Taxes stage is that the question should be 
The next possibility is to consider examined imoartially. the adminis- 

whether there are any taxes at  pres- trative difficulties, be considered and 
ent collected by the Government the whole enqulry be set in the 
which might. in whole or in pari, widest framework of public finance 
be transferrgd to the local authorities, and the future of local government. 

1 Sec Derating by  A .  Ahcl .  W. 0. Atki,8son nrid C. H .  Pollard ~ofrot?!ic Secretary 
to Treasury. House bf Commons. Jon, 11. 1951 

property. Ihe Exchequer has to pay direct' towards the maintenance of 

' 
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Other Lines of Action 
It may, however, not be possible 

to deal with the situation wholly by 
the methods just indicated. A sub.. 
stantial sum may still need to be 
paid by way of Exchequer grants. 
I do not doubt this will be so, for 
the central government are likely. on 
grounds of general policy, to wish to 
pay something directly towards the 
services which they wish to intluence 
as part,of their share in an equal 
partnership. Admitting this to he so. 
it is still open to question whether 
the present tendency to give most 
of the money in the form of a stated 
percentage of local expenditure is 
the right policy. It may be inevit- 
able in a period of rising prices and 
in the case of services for which it is 
difficult t o  foresee the trend of ex- 
penditure. But there is much to be 
said for the type. of grant the 
amount of which does not vary im- 
mediately and directly with the ex- 
penditure of the individual authority. 
This implies either a grant based on 
a unit of service (e.g. the present 
grants in aid of new houses. which 

are at a fixed amount per house). or 
a grant towards the general reven- 
ues of the authority fixed globally 
according to some such factor as 
population, rather Wte what the 
General Exchequer Grant would 
have become had it remained in 
existence. There is something to be 
said even for Goschen’s ill-fated 
system of “assigned revenues” for 
local purposes, providing some of 
the silly mistakes made in that 
system (e.g. the method of distrib- 
uting the money) are avoided. 

I do not think there is a simple 
solution or that there. is any single 
remedy. In  the end, the most prac- 
tical politics may be to do some 
thing by way of levying rates on a 
greater proportion of the value of 
property now de-rated. something by 
way of one or more new sources of 
local taxation and something by 
modifications in the grant system. 
But there i s  undoubtedly a problem 
and it is important enough to des- 
erve more consideration than it is 
getting at the moment. 

I 
NATIONAL’ ASSISTANCE BOARD: GRANTS fn MILLION UP , 

The expenditure on national assistance grants during 1950 was? 
f56.430.000 (compared with f47.820.000 in 1949). At the end of the year 
.l,349,902 allowances were being paid, compared with 1,157,403 at the end 
of.1949. and 842.304 shortly after ihc introduction of national assistance in 
July, 1948. Thc new regulations which came into operation on lune 12. 
1950, brought increases in allowances paid 10 all but a small minority 
of the 1,133,000 people then receiving assislance. 

Men over 65 and women over 60 living a8 home formed 61.8 per cent. 
sf thew. receiving assistance in September. Nearly 977,000 were receiving. 

.assistance. to supplement national insurance. benefits (mainly .retirement 
. pensions) or, non-contributory old-agc pensions. 

The number of.”persons without a settled way of living,” fell during 

, 

Ihc year from a nightly average of 2,367 to 2239. 
Nbiional Assistonce- Board Report for 1950. H.M: Slar io twy  Ofice 

’ 1Crnd. 8276) lune 27, 1951 
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In New South Wales the supply of 
butter has lately been msufficient to 
meet all demands, and milk supplies 
in that State have also to be rationed. 
In many metropolitan areas thtough- 
out Australia egg supplies have been 
inadequate for domestic needs'and 
potatoes difficult to obtain. For 
some months, mutton and lamb have 
been scarce relative to the supplia 
of other meats and to the accepted 
standards of Australian consump- 
tion. Such deficiencies have not be- 
come so acute as seriously to threat- 
en Australian nutritional standards 
which, with adequate supplies of 
other foods, remain far higher than 
in most other countries. Viewed in 
their true perspective, the light sup- 

Food In - and From - Australia 
There is need now for greater emphasis 011 primary production in 
the Dominion to meet the needs of a population expanding at the 
rare of 3.5 per cent. per onnum, and to exploit export opportunities 

. 
. 

SHORTAGES M relation to present relatively scarce on domestic mar- 
+high demands of hardware and of kets; there has also been a decline in 
housing have become such a com- quantities exported. Butter exports 
uion feature of Australian internal for the nine months ended 31st 
trade as to-be no longer especially March, 1951. were 20 per Cent. less 
remarkable. It is notable; however. than for the corresponding Hod 
at this outset of another Australian of last season: cheese exports were 
winter that there has been added to also down by about 8 per cent. The 
the list of comparatively scarce com- quantity of shell eggs shipped over- 
modities and services a number of seas for the first nine months of the 
important' products of Australian current season was about 43 per 
orimarv industrv. cent. lower than,for the comparative 

'period of 1949-50. mutton exports 
were down by ,as much as 89 per 
cent. and lamb by about 60 per 
cent., while'exports of 'beef and veal. 
supplies of which are comparatively 
adequate for home consumption, 
also declined by about 15 per cent. 
Exports of most other primary pro- 
ducts show -relatively little change 
on last season, and in some cases, 
notably in grains. an increase has 
occurred. I t  is evident, however; 
that .  the light supplies -of certain 
foods at home are not the conse- 
quence of heavier shipments abroad. 
Indeed, for those primary products. 
which are scarce on home markets 
the reduction in exports has beRl 
proportionately far more severe. 

Seasonal Causes plies of Certain foods on domest'lc 

ience.and not general under-nourish- primary for, bme con- ment. Nevertheless, the emergence sumption and expon .are partly 
Of such is Of more.than seasonal. Late autumn and early 

markets are causing only inconven- 

passing concern jn a country wh.ich winter is 

The current deficiencies in cenaiu 

a period of low boks.fomard to a rapid expansion 
Of population and which has production for dairy produce and 

for mutton and lamb, and this m- 
son the dry autumn in New South 
Wales and Queensland has accent- 
uqted. the decline in out-bL.:-c..+-? 
of these products. 'Vdl equipment : 

obligations as an exporter of primary 
products. 

Exporl chan$es 
It is of some significance that.for 

Front Monrldy Sirmifiary. National B m k  of Am: 
Mclboamr. June 12. 1951 
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greatly 'enhances the value of 
joint consultation and provides 
a sure basis for industrial 
leadership. It can be done in 
so many ways. that it is well 
worth. while to see how others 
do it. To'descnbe in detail 
schemes in practical operation 
in a wide range of, industries; to 
make this detailed information 
available to those who need it 
to answer the questions profit- 
sharing r a i w  in *their own 
businesses, that is the work of 

the 
INDUSTRIAL CO-PARTNERSHIP 

ASSOCIATION 

London, SW.1. 
" 3b, Victoria Skeet. 

1 PROFIT SHARING ' 

,certain winter prospect in these two 
'important primary producing States, 
and even although. the season is . favourable. elsewhere, there is no 

'certainty that export quantities will 
not suffer again next &son and that 
.domestic deficiences. will not recur. 
In ,earlier years, margins between 

' supply and demand have been suffic- 
iently large to take care of seasonal 
fluctuations at least without restrict- 
ing home consumption, and the fact 
that deficiencies are now emerging 
indicates that other influences are at 
work. Seasonal conditions. have 
.brought the problem. of food pro- 
duction .temporarily into sharper 
relief. but the problem arises from 
.causes more deeply-seated and in 

' 

' varying degrees more enduring. 

Home Consumption 
[...''' Tr ' '""re important causes of 

'.:rts and temporary 
4 ). that Australia has 

l 

a growing number of mouths to 
.feed within her own boundaries. and 

' total food requirements have con- 
sequently increased. The Australian 
population is now expanding at the 
rate of 3.5 per cent. per annum. It 
is now almost nineteen per cent: 
larger than pre-war. and food re- 
quirements have , correspondingly 
increased. 

Consumption of many foods has 
tended to increase during the post: 
.war years to 1950, and, in spite of 
rationing during some of those years. 
total quantities larger than pre-war 
were consumed. I t  is commonly 
expected that the population of this 
country will continue to expand at a 
comparatively rapid rate for some 
years, and home requirements must" 
therefore be expected to absorb 
ever-increasing quantities of the pro- 
ducts of . Australian primary in: 
dustries. The influence of expanding 
home consumption must be regarded 
a i  permanent.' 

. Obstscles ' to Production 
The obstacles which liave so far 

limited expansion of primary pro- 
duction are not necessarily, as perm- 
anent as is the upward trend of 
demand. As official figures show, 
production increases since pre-war 
have been proporlional to popula- 
tion growth only in a few fqod items, 
while in some other important items, 
notably butter, the output has been 
less. It 'is highly probable that the 
'current season's figures, when avail- 
able, will show a decline on last 
season in the output of dairy pro- 
duce. mutton and lamb. However, 
apart from seasonal influences. the 
Causes of such declines and the ob- 
structions to improvement are in 
some degree peculiar to the present 
phase of economic change: 
' D u h g  the season.now ending a 
process of widespread readjustment 
' 6 _, 
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has been taking place throughout 
rural industry in, response to the 
sharp uplift in the level of wool 
.prices. This has led to a withholding 
of sheep from slaughter. to the turn- 
ing over of dairying and agricultural 
lands to sheep grazing, and, by in- 
creasing the demand for table 
poultry, has even affected egg sup- 
plies. The. immediate consequences 
has been a reduction in output of 
certain products other than wool, 
but the fall has~probably been rather 
more sudden than permanent. As 
sheep flocks steady, an output of 
mutton and Jamb more in propor- 
tion to increased flock numbers is. 
likely to resume. Wool prices have 
lately eased, and a better balance 
between these various rural. pursuits 
may result also from rises, which 
appear unavoidable, in returns from 
certain other farm produce. 

But to rectify such temporary dis- 
tortions is not enough. A general 
increase in production of most prim- 
ary products is needed, and the 
obstacles which are preventing it, 
although not insurmountable, are 
formidable. for they are the same as 
those which have proved so persist- 

' ent in .obstructing the progress of 

ing the land. these are the real 
deficiencies behind lower export 
quantities and recent scarcities on 
home markets.' 

The Outlook 
The potential for increased output 

from Australian rural industry is still 
substantial. and in fact is probaby 
sufficient, if fully used, to meet most 
of the growing demands with which 
k is likely to be faced. While prac- 
tically all habitable areas are now in 
use. .much land i s  still capable of 
development towards more intensive 
methods of farining. while. with the 
aid of scientific research, a steady 
improvement is going forward in the 
yields from stock and crop. In ad- 
dition, the market outlook for 
Australian primary products is 
sound and financially favourable, 
for not only is home consumption 
likely to expand. but,. with the 
world-wide emphasis on high em- 
ployment giving prospect of relative- 

'ly steady consumption of food and 
clothing, the dangers of depressed 
export markets such as were exper- 
ienced in the thirties are not now in 
view. 

In saite of its current difficulties. 

. 

many important projects other than', farming in Australia thus remains 
rural industry. It is the .general a n  occupation o f considerable 
shortage of capital. equipment and, promise, comparing favournhly in 
t o  some~.extent. of labour, and the the long term with most of the new 
competing demands of other enter- and rising secondary industries. But 

~ prises, which are restricting severely evmts of recent months have em- 
the progress of these so essential phasised that. if national hopes for 
rural industries. The shortage of expansion are to be fulfilled and 
wire for, fencing and of wire netting international obligations Bre to be 
for rabbit control, of galvanised iron met. the time has now arrived for 
and cement and timber for farm im-' greater emphasis upon the needs of 
provement. of labour for harvesting primary industry for a larger share 
and of heavy tractors and farm of the country's capital equipment 
machinery and fertilisers for improv. and manpower. 
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Eight-Point Anti-Inflation Plan, . ' ,  

for Australia 
By SIR DOUGLAS C O P L * A ~  , ' ' 

PLANS Fon New investment and sav- by measures I to 3 above. and 
ings. government expenditure. and partly by higher sales tax and ex- 
revenue. if added to the prospective cise on luxury goods: 
balance of payments position. indi- 7. A national drive to  raise product-' 
cate that Australia is, during the ivity, plus other to 
current year (1950-51) faced with an increase the supply of gaods 
inflafionary gap of perhaps f230m. available (a 44 hour week, in- 
made up as follows: creased imports of basic mater- 
Excess of- Planned Invest- ials and capital equipment): 

8. If the above steps to, stabilize 
Export Surplus _.. ' ... E80m. income and raise the level of pro- 
Governmeni Deficit ... f8Om. duction are nullified by continued 

- ,  inflation overseas, resumption of 
- Total ... f23Om. an effective form of price control - plus subsidies on high-priCed im- 
Measures suggested to deal with ports and exportable goods. 

Such a plan would:- 

ment over Planned Savings f70m. 

the situation are: 
.I. A National Development and 1. Stop inflation and stabilise prices, 

Defence Levy, to take the,form 
of compulsay savings. 2. Ensure balance between invest- 

2. A levy on gross incomes from ment and savings in the economy, 
certain high priced exports, also promote production in the basic 
to take the form of compulsoj. industries, and give the necessary 

' savings (such income to be ex- emphasis to development and 
empt from the Development and defepce; 
Defence levy); 3: Be equitable. All sections of the 

3. A flat rate increase in Company economy would be forced to con- 
tax: tribute according to their capacity. 

4. Credit restrictions. to take the Y and no charges of sectional bias 
form of higher interest rates and could possibly. be sustained; 
restriction of time payment and 4. involve a minimumb degree of 
hire purchase systems; control over the economy, and 

5. The progressive development of allow private enterprise and the 
a free exchange. combined with price, mechanism as much free- 
elimination of exchange and im- dom to operate as is possible in 
port controls: an economy geared to develop- 

' incomes and costs; 

6. A budget surplus, obtained partly ment and defence: ' 

From mfdrc.ss. Sydnpy. Moy 2, 1951 

YOUR QUESTIONS ANSWERED 
See Inside Front Cover 

I , 
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Digest Book Review 

“The Economic Role., of the State” 
By WILLIAM A. ORTON*. 

“One can r&onstruct a mac’hine 
or a skeleton. but not a living 
organism; for the latter, as Lincoln 
said, the true policy is to heal.” 

So the author. a lecturer at the 
University of Chicago, sets the tone 
of his book by a condemnation of 
the mechanistic theory of govern- 
ment. 

There is to-day, he says, an over- 
valuation of politics. “ We are suf, 
fering a veritable plague of politics. 
Many good people, with the best of 
intentions. are demanding more, not 
only of the average voter but of the 
average congressman. than he can 
possibly deliver.” The result is that 
“ we are annually snowed under with 
hundreds of thousands of pages of 
printed .matter, much of it unedited 
and unindexed, plus that rain of 
sleet that the general public never 
sees, which a clever commentator has 
called ‘government by mimeograph’. 
: . . There comes a point at which 
h e .  . . ’’ the informed voter or con- 
gressman . ’. , “ i s  entitled to sug- 
gest that government itself, to re- 
main intelligible. should not bite off 
more than it can chew.” 

Another result is that “we  are 
&nipled to invoke short-run 
remedies against long-run trends . . . 
If the current efforts of the Inter- 
national Trade Organisation and the 
Economic and Social ‘Council pro- : 
duce tangible results within five years 
we shall be moving fast. If there is 
much to show within a decade, we 
shall be doing very well indeed.” 

What therefore is the only sound 
basis on which we can build a 
state? “If the individual’s own 
‘rational powers’ are all we have to 

*Published by William Hodg, 

rely on in the construction of a true 
community, we shall hardly escape 
the brand oPmaterialism that makes 
a true community impossible. We 
shall find ourselves saying, as the 
laissez faire theorists did, that after 
all, he knows his own business better 
than anyone else; and we may miss 
the question . . , whether his own 
business is all that he needs to 
know.” 

Justice Before Prosperity 
The modern state has evolved 

chiefly through the relinquishing to 
it, by the community in general, of a 
monopoly of coercion. This poses 
the problem of how authority. so 
backed, shall be regarded. “Wliat 
the,authority of the state finally en- 
joins is man’s duty to himself. This 
is the only solution of the problem. 
. . . The central concern of the state. 
is therefore, in the widest sense; 
justice: not power; not even pros- 
perity. The state is the social struc- 
ture through which our sense of right 
becomes articulate and effective.” 
This sense of right . . . a common 
moral ground of opinion . . . must 
be the basis of a “fight for the 
restoration, under modem con- 
ditions, of ,  the free society. ’ This 
requires courage based on a renewed 
act of affirmation. Faith in the free 
society has been undermined not 

1 only by the statists and rationalists 
but by those academic. and labour 
intellectuals who preach or tolerate. 
the class theory of society, for in this 
view, economic freedom becomes 
merely a battle royal of pensions, 
placemen and pressure groups. 

“ A renewed act of affirmation”’ is 
the key phrase in this book. More- 

c & Co.. Lld.. London 1216 
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over, this affirmation must be 
accompanied by a reconsideration 
of ” duties ”-the author speaks 
everywhere very strongly on this 
subject. “ From the French Revolu- 
tion to‘the New Deal most of the 
ialk,” he says, “has been about 
rights and very little has been about 
duties. Yet in our practical affairs 
we do in fact assume a bundle of 
duties corresponding to the modern 
bundle of rights, because without 
such correspondence a free society 
simply could not carry on. For ex- 
ample, .we confer. protection of the 
law and we expect conformity with 
the law . . . we sanction powerful 
associations of both capital and 
labour and expect them both to 
acknowledge the paramount criter- 
ion of public interest . . .” “It can- 
not be t o ~  strongly emphasised that 
this reciprocity of rights and obliga- 
tions is the very foundation of a free 

, society.” A right. however, which is 
asserted. and which is in essence a 
particular interest of the asserter and 
which he seeks to defend against 
others, ’ becomes a “privilege,” and 
for such a Free society has no place. 

What then are the rights and ob- 
ligations of the state itself? Given as 
it is a monopoly of coercion, has it 
then an “obligation” to the people 
as a whok? Its sole obligation is 
to act according to the “moral con- 
sensus” of opinion: it has no obliga- 
tic-. for instance. to give the individ- 
ual ‘&a living”-“yet that is the con- 
ception which tends to’develop in the 
late stages of all highly centralised . societies. including our own: the 
notion that the masses can and ought 

’ to receive from the state goods and 
services beyond what tliey could 
otheryise .earn for themselves.” But 
among the common moral purposes 
of which the state i s  the agent, there 
is of course “the intention that none 

State’s Sole Obligation . 

of our community, young or old, 
shall lack essential sustenance or 
care through causes beyond his con- 
trol. This means that public author- 
ity shall insure . . . a minimum 
subsistence.” because this policy 
expresses an almost universal and 
spontaneous sense of solidarity. 

Nation-State Obsolete 
Having arrived at this point in 

his thesis, thc author points perhaps 
to, the foot cause of our present dis-. 
contents-“not the division of the 
world info good states and bad ones 
but the growing obsolescence of the 
nation-state itself-as an agent of ex- 
panding humm community. That is 
one of the reasons-there are many 
others-why7 we should hesitate to 
increase the degree of state control; 
or state dependence, in any modern 
community.” The nation-state is 
obsolescent because the element of 
coercion has become over-emphas- 
ised: this element should be a 
“reserve power.” and not an end in 
itself. Reduced (or promoted?) to 
its proper agency,. namely the en- 
forcement of public order. and the. 
active promotion of humane and 
cultural ends, the aims of any par- 
ticular community do not conflict 

.but positively hamonise with the 
similar aims of other communites. 
If thcrole of the state is regarded as 
including materialistic or economic 
ends. the field of such harmony is, 
considerably reduced. 

Post-War Conditions 
Finally, the reviewer cannot resist 

quoting a description of Amhican 
governmental conditions that will 
ring an answering echo in the heart 
of a Briton: 

“While there was considerable 
talk. in late 1948, of new govern- 
ment controls to ke ip  prices down. 
a tremendous amount of government 
action a n d ,  public money was 
directed to keeping them up. During 
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1948 the American government 
intervened by way of parity loans, 
guarantees. subsidies, price-support 
purchases, and other devices. in the 
markets for wheat. corn, oats, rye. 
rice, tobacco. cotton, peanuts. pota- 
toes, dried beans and peas. soya 
bean, flaxseed, sweet potatoes, pigs, 
.veal, beef, cattle, sheep. chickens, 
eggs, turkeys. milk. prunes raisins. 
honey. grape-fruitjuice. sugar, woo! 
-and perhaps other items that the 
prsent writer probably, .and the 
generdl public certainly, has failed 
to keep track of. I t  is doubtful 
whether anyone has a complete list, 
‘on account of the jumble of laws. 
orders and agencies, most of which 
act under very l o o s e  blanket 
authority . . . The government was 
also very heavily involved in com- 
mercial shipbuilding,: aviation, stock- 
piling. maintenance of industrial 
plants.” 

It will be seen that this book I s  
not primarily concerned with the 

New Books Reviewed 

economic role of the state; the moral 
bases of commutative and distrib- 
utive justice are regarded by the 
the author as being of infinitely 
greater ,importance. This is why in 
the beginning of hi$ book. a sentence 
is quoted from the Virginia Declara- 
tion of Rights. of 1116: “No free 
government. . . can be preserved to 
a n y  people. but by . . . a frequent 
recurrence’ to fundamental prin- 
cipals.” And such a.recurrence is 
what this book calls for. 

I t  is writtedin the racy style that, 
if handled by a master, can shed light 
on subjects that have become ob- 
fuscated with jargon. Some phrases 
have a particular felicity: for in- ’ 
stance. in describing the incoherence 
ot‘Anierican state policy since 1945. 
he says “even the top-level advisors 
‘of the much-magnified Executive are 
not in agreement; the Congress splits 
zlgzag. and party labels and pro- 
grammes are in the pressure cooker.” 

A.B.C. 

I 

British Exporlr and Exchnnge Remictions A brood. S w i ~ s  Unnk Cn;.pororion, 99, 
Grcdtl,n,,t Srreer. Lmtrlorr. E.C.2 

This is the fifth post-war edition (hlay men1 of trade bctwren U.K. and the 
1951) of an exceedingly useful cornpila- country concerned for the years 1938, 
tion of up-to-date facts. Each country 1949 :,MI 1950. Details are also Siven of 
has a scparats item. with all hecessary ,he ~ ~ ~ ~ l i ~ ~  and the ~ ~ l ~ i ~ ,  
detail including the oficial rate of French, ~ ~ ~ h ~ ~ l ~ ~ d ~ ,  poriuguese 
exchange and all relevant regulations 

led within O.E.E.C. and E.P.U.), Each . w a r a t e  scheduie summarises the ex- 
item concludes luxuriously with a state. change 
Coinage in Rotnon Imperid Policy. 31 B.C. - A.D. 68. b j  C.’ H .  V. Sarlrrrlond. 

The century ‘covcred by this book is delicate emphasis of men‘s calculating 
the first century of the Roman Empire. minds, Through these things i t  is the 
There is no break bewecn the practices cavalcade of political rather than 
of the Republic and those of the economic history that we see, wholly 
Empire in relation to coinage, but it may to enybody to whom 
well be that the Empire offers the more the study is new, exciting. There 
romantic story. So we see through coin designs, not merely a re~ectio,n of is here fine and carefully documented 
ro,itical but the play of am. upto-date scholarship. There is illso all 
bitionr, the changing fortunes of power. ihe thrill of detective fiction and of ex- 
seekers. the apparatus of political plores’ tales, the more exciting because 
propaganda; and, often, we catch the its foundation, is’in reality. 

(including liberalisation measures adop- !!nd Spanish Monelary Areas. and a 

Merhricn & Co. Lld.. Lo,zdo,a 21/- 

fascinating 

I 
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Also Worth, Reading 
Recent Trend in Industries and Their Problems, Fuji Bank Halletin. Tokyo. April 

1951. A very thorough study of 'Japan's difficulties in re-establishing her 
economy. I'hL industries surveyed are Iron and Steel; Machine Tools; Tele- 
Fonm+nications;, Shipb,uilding: Crude Rubber; Kaw Hides; Pulp; Cotton Spinn- 
1ng; Silk: Chemcal Fibres; Wool; ~Faodstuffs; Ocean-going Shipping. 

Earnings and Conditions of Employment in Agriculaure, by H. PNU and 1. G. 
R. DAWS; The Agricultural SIatislics of the United Kingdom, by D. K. 
Bnln-ON and K. E. HUNT; Ioiirnol of Royol Stiirisricd Sociery, Volume C X I V .  
Pam I ,  1951. A short extract from the first article appears elsewhere in this 
issue of Ecommzic Digest. The secohd is a comprehensive ,statement on the 
sources of statistics, of great reference value. 

Some Features of lniernational Tradk in 1950. by PnoFEsson ELY DEVONS (Man- 
chester). T l m c  Bo,ckJ Rrview, Jcme 1951. A carefully-reasoned articlc which 
concludes: The extent and effect ot rc-armamegi is likely lo be more impor!ant 
in the United Kingdom than the rebt of Europe. As long as raw-material prices 
are kept a t  their presenl high levels by United States demand. the rest of the 
stcrling arc= will find it relatively easy lo earn dollars. and thc U.nited Kingdom 
dol!ar and gold reserves, as the central banker for thc whole area, will continue 
to Increase., ,?ut this increase is TOW apparent in 3 large increase in U.K. 
sterling liabilities. Thus the United Kingdom ovcrseas trading problem is one 
of the gcneral overall balance of payments, rather than a special dollar problem. 

Sulphur 1951, by C. E. YOUNG. Three Banks Review. Jum 1951. 
Evolution of the Colonial Sterling Exchange Standard, by H. A. SHANNON, Infer- 

nofioriai Motierary h o l d  Sfaf Papers. Wnd!ingfo,,, Apri/ 1951. This is a history 
of the Sterling Area which will re'oicc Ihc hearts of academic students. I t  begins 
ils fnr back as ,1825-a Treasury hinut;  concerned with the paymcnt of British 
troops in the Colonies. 

Measuring the Inflationary Signilicance of a Govcpncn t  Budgct, by WILLIAM H. 
WHITE.. hlerimfiot~nl Monetary Fund Slnfl Papers. Washingron. April 1951. A 
Budget's impact on the nation's economy cannot be measured by reference only 
to the size of the deficit or surplus. This article shows the corrections that 
should be applied to budget statements to make 'thcm economically meaningful, 
and also. the further adiustments needed to determine iaflationary or deflationary 
effects. 

Bxplannlory Profit and Loss Statement, Accormfancy. Londo,~, Janc 1951. T*is 
official journdl of the Society of Incorporated Accountants has interested itself ' 
in attempts IO make companies' accounts inielligiblc to employees. I t  now 
presents aS a model the statement of Janlzen (Austrdlia) Ltd. 

National Income, Consumption and Investment in Italy, Quarlerly Review, Banca 
Norionale del Lavoro. Rome, March 1951. Italian Government's contribution 
to the current study of nation31 incomes, cmsumption and investment; 
showing precisely how the various calculations have been made. 

Financial and Economic Conditions in the Netherlands, First Quarter 1951, Quarterly 
Review, Amsrerdornsche Bank. N.V.-Incosso Bank, N.V. .  Amsrerdam. No. 92.'. 
A comprehensive survey with thirty-eight statistical tables, in bhe light of which 
the future of ecanomic life in the Netherlands is seen'as 'gloomy, though not 
without hope.' 

A Pseudo-Problem of Mmelary Theorq  Analysis of the Rate of Interest, by OTTO 
VIET. Quorrerly Review. Banco azronale del Lavoro. Rome. March 1951.. 
Disputing the Keynes submission lhat the rate of interest is not the reward 
of not spending but of not hoarding. It is in fact, says Otto Wet, the reward 
of bath. 

I I  problema della liquidita bancaria nella sua impostazione. by AMEDEO GAMBINO. 
'Bancoria Rassegno dell'Associazione Bancoria Ifaliono. Rome, M a y  1951. Study 
by a well-known Italian professor of the problem of .liquidity as it iffeects banks 
-a special problem because it involves not only the bank's own uncertainties 
but those of its,custome.m. 

>, 
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Appmti SUI controllo qualitativo del credito, by GIOVANNI M A R I A  01 SiMoNn,  an- 
caria Rassegna ddAsmciazione Bailcnria' Iloliarm, Rome. May ' 1951. Survey 
of credit policies of various couniries since end of World War 11. with, special 

The Colombo Plan for Economic Developmcnl, An Indian View, by Dr. V. K. R. 
V. RAO, Lloyds Bank Revk'w. London. July 1951. A concise statement of the 
plan, and a study of the FraCtical difficulties. Dr. Rao is satisfied that the 
population problem in India will not prove',to be a formidable obstacle. But 
the task tackled by the plan ,cannot be financed without U S A .  Post-Koran 
experience implics the need for a Commonwealth ,Essential Supplies Council. 

Age-Analysic of Employed Persons, ,Minislry of Labour Carerre. London, June 1951. 
Useful analysis bascd on a satisfactory sample. Tables include estimated num- 
bers of ,employees at  each age from 15 to 69 (and then 70 and over), males 
and females scparately; percentage analysis of male and female employees 
separately in the various industries, and studies of married women employees 
and a regional analysis of employees by age. Tho figures relate to May 1950. 

The Latrobe Valley. Its Power Resources and Development, Monr/r/y sun mar^. 
Narional Hank of AaslI'olasia. Mclhoiioie. J m e  12. 1951. The I-atrobe Vzlley 
is in Victoria, between the Australian Alps and the coast. Brawn coal deposits 
are estimated at 18,000 million tons. and there are also enormons possib 
of hydro-cleclric exploitation. In both the State Electricity Commission is 
taking a practical interest. 

Economic Progrcss in Pakistan,. The Times Review of Ifhsrry, London. July 1951. 
Success ,story of fpul; years'. expcrience characterised by caution and some good 
luck. 

Trends in Latin-America Tfadc, The Times Review of' IiidiliFIry. London. July 1951. 
Soviet Monetary Policy, by Dr. MARTIN BOIXKENHAUER, Journal of Finance and 

Credir. Frank/q'l/Moi!s Germany. Volunw 2 ,  Np. 1.  I t -  is submitted that 
U.S.S.K. cxperiencc has led the Kremlin hack to orthodox-not to say old- 
fashioncd-views of money. The Journal rcprints. articles from the fortnightly 

. review, &itsc@fi fuel das gesamre .Kredirwessen. 
The Men on the Boards, A study of the composition of the boards of nationalised 

industry; The Miner's Pension. Both published by Acton Society Trust, Acton 
House, Claygate, Surrey, 21- each. The Acton Socicty (of which Mrs. Honor 

'Croome, Sir George Schustcr and Mr. Seebohm Rowntree are trustees), can- 
tinuer its useful studies of the Nationalised industries. The firsf of lhe two 
yields some sutprising information and is valuable for reference: 

U.K. Tourist Sktistics, Board of. Trade laurnal. London, lune 16, 1951. Visitors 
' to  Britain duiine 195O-more than 603.000show an increase of 10 per cent. 

on the previous year, which was itself a record. They spent f58.4 millions 
(f20.5, m. from dollar areas) as against f45.3 millions (f17.5 m. from dollar 
area) in 1949. , 

Il tema di rapporti fra la composizione' della popolazione, il , redito e la 
disoccupazione, by- GuisErpe MPDICI, Rivisra di Economia Agrarin. Rome. No .  
I, 1951. In Italian agriculture 200,000 are chronically unemployed and I50,OOO 
periodically unemployed. Land reformers must, therefole, tackle boldly the 
problem of rural unemployment. 

Sulphur Recovery in Germany, by' A. GRAAAM TMOMSON, Mining. Journal, London.' 
July 6 ,  1951. The whole world can now profit from Germany's need to find 
sulphur wherever it could be found and to recover it from wherever it might 
be recovered. Ddails here given come Largely from archives opened since the 

Economic Organization in Finland, by PAAVO AARNIO, Monfhly Bullclin. Bank Of 
Finland. Helsinki. June 1951. The author is Counsellor of Commerce in the 
Finnish Ministry of Commerce and Industry. He sets forth under thirteen 
classifications in English the principal organizations employed by his cpuntry 
and their spheres of activity. 

reference to selective controls. . .  

, 

. fall of Nazi Germany. . . 

I _ _  
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the annual publication of world agri- 
cultural s t a t i s t i c s  by F.A.O. 
Coverage has ‘been generally im- 
proved and the explanatory notes fication of Government Accounts. . 

tevenue is derived from 
Budgetary Structure and Classi- 

Publications of United Nations 
and Associated Bodies 

f 
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