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QUESTION FROM CANADA 

Are Capital Gains Taxes Just? 
By W. F. LOUCHEED (Economist., The Canadian Bank of Commerce) 

HAVING RBGARD FOR THE TREND in 
current discussions regarding the 
taxation of capital gains. it would 
be desirable to reach some working 
basis of agreement on issues inher- 
ent nof only in terminology but also 
in the philosophical background of 
any, capital gains tax before changes 
are made. 

A simple example of capital gain 
accruing to an individual is in the 
sale of a security. , But- fhere are rn 
reality a variety of capital gains. 
This complicates the task of their 
.inclusion in fhe income tax base, or 
of defining income to eliminate 
avoidance. 

. .In the light of the tiend in the rate 
of interesf. the rearrangement of, an 

‘investment porffolio presents a case 
in point. For example, the sale of 
securities bearing a relatively high 
interesf rate that are selling at a 
lower yield basis. The sale would 
yield a nominal gain in principal. 
In the revised portfolio (with a 
change in the risk factor) the selec- 
tion of securities well might yield a 
a lower return to the investor. Does 
this transaction represent a gain; 
does this indicate “ability to pay?” 
Alternatively, revision of a portfolio 
could result in the maintenance of 

overall yield, yet a capital loss could 
be effected which (depending on the 
Tax Act) could be deductible. 

Is Mation Taxable? 
Changes in price levels create cir- 

cumstances where a gain might be 
viewed as ephemeral rather than 
real. True. indeed. holders of 
equity securities and properties tend 
to gain relative to other groups 
during price rises. But consider the 
case of houses which had been 
purchased prior to the recent upward 
inflationary trend. Sales in recent 
years in many instances have reflect- 
ed subsfantidgains, but in buying 
another. house the gain more often 
than not was offset. -Is there a 
capital gain in the transaction or, for 
that matter, increased “abilify to 
pay ”? 

Of more than passing interest is 
the. “ realization procedure” where 
an ,individual by , diversifying his 
portfolio could show little ‘‘ taxable 
income ” over a period of years. In 
Henry Simons words: “To have 
and to hold all faithful (appreciated) 

. investments till death (do us part) 
and to divorce opporfunely all 
unfaithful (depreciated) shares.” 
(Henry Simons: Federal Tax Re- 
form. University of Chicago .Press 
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1950, p.62; H. M. Groves refers to 
yhis question in an article entitled 
“ Yachts without Income”). 
Wanted-a Dehition 

These few examples raise the 
question whether a formal “ spelling 
out” is a desirable approach to the 
problem: We are faced with the 
fact that .the present Canadian In. 
come Tax Act does not define 
income. 

If income is viewed as gain-a net 
accretion to one’s command over 
economic resources-between two 
points of time, then net gain 
reflects additional tax-paying capa- 
city and logically must be included 
in income. On the other hand, if 
receipts must be recurrent (and 
realized) then certainly a large area 
of gains are excluded from the 
definition of income. 

If we were to agree with Irving 
Fisher that only spear income should 
be taxed. then capital gains must be 
excluded. If we rely on the British 
interpretation of gains as casual 
profit. ‘hen their exclusion from the 
income base must be ‘subject to 
arbitrary interpretation. 

Yet ‘‘ income ’’ for tax purposes 
can arise in one case and not in 
another, depending on the number 
of transacfions involved. Here 
arbitrary legal decisions transcend 
the certuinty criterion of Adam 
Smith, 

We therefore face an apparent lack 
of consisfency in taxing or not tax- 
ing capital gains depending on 
.administrative interpretation. 
Discouraging Effect 

As to whether the tax is a useful 
addifion to ‘the tax. structure. the 
business view was summed up 
effectively in 1942 by the President 
of the New York Stock Exchange. 

,Y 

“ It seems to me there are but two 
reasons why people invesi their 
capital. Either they invest to obtain 
income by way of rents, dividends 
or interest or they invest with the 
hope that they may sell the invest- 
ment at a profif. Unless taxpayers 
are willing to buy and sell capital 
assets there is no possible way of 
deriving revenue from a capital gains 
tax . . . . The effects of the capifal 
gains tax extend far beyond the 
security market. It hits every land 
owner and every business man who 
makes a capifal investment of any 
kind. Its chilling effect is. as great 
on the price of farm lands and other- 
real estate as it is on securities listed 
on fhe New York Stock Exchange.” 

With regard to the effects of a tax 
on fluctuations in asset prices, little 
statistica! evidence is readily avail- 
able on which to base a. considered 1 

view. .Wshen the rates of the Ameri- ~ 

can tax varied depending on the 
length of time the assets were held 
before realization,,the view was held 
that some assets were held for an 
undue length of. time on the ground 
that relatively high short-term tax 
rates prevented some. sales which 
otherwise might have occurred. 

To some writers. a capital gains 
tax aggravafes price rises and price 
falls. It is suggested that under 
conditions of rising prices-particu- 
lirly when profit-taking predomin- 
ates-fhe tax tends to encourage 
lower prices than would otherwise 
exist. 

However, it is difficult to say cate- 
gorically w,hether or not some reduc- 1. 
{ion in the exchange of securities 
would be socially a “ bad thing.” It 
is often commented that floating 
ownership in United States corpor- 
afions results Fsoq trading in securi- 
ties purely for appreciation.’ ’ 

’ 

I 
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A R E  CAPITAL GAINS TAXES JUST? 3 

Is the supply of. venture capital 
discouraged by a capital gains tax? 
The view has been expressed that 
the disfribution of new issues may 
have been hampered in the United 
States by capital gains taxation par- 
ticularly under the pre-1948 tax 
arrangements. 
Tails I Lose . . . . . 

In this connection the President 
of the New York Stock Exchange 
has stafed : “ Time and again I #have 
heard people say. ‘ I  know that this 
is a sound venture and I know that 
it needs equity money but I won’t 
go into it because i f - i t  succeeds 1 
will have to give most of my gain to 
the Governmenf, while if it fails 1 
will have to bear the loss myself ’. . . 
I think it is demonstrable that a high 
capital gains tax has been an import- 
ant factor in discouraging people 
from making capital investments.” 

Taxation is now being used for 
revenue-raising and as an instrument 
of social and/or fiscal policy. Bofh 
of, these aspects enter into consider- 
ation in dealing with the efficacy of 
capital gains taxation. Since revenue 
from capifal gains taxation depends 
upon voluntary operations of the 
people, it would be extremely, diffi- 
cult to budget.for additional revenue 
with any degree of accuracy. More- 
over, windfall revenues and expend- 
ittres can lead to political and 
administrative difficulties particularly 
under inflationary conditions. and 
perhaps to financial difficulties in 
the long run. 

Since many gains are irregular, are 
often casual and well may be “paper 
gains ” due fo a “ fluctuating dollar.”’ 
and in the absence of some averag- 
ing technique for tax purposes-say 
a five year period-there could be a 
severe penalty imposed on such gain 
if  taxed at existing progressive rates. 

If gains wire to be treated as 
ordinary income a strong case 
could be made that capital losses. 
likewise should be deductible in 
keeping with ‘* equity and ability to 
pay.” If  losses are only to be 
deducted to the extent of gains then 
there is moreover a case for treat- 
ing capital gains separately from 
income. 
Questions of Equity, Certainty 

Complete exemption of capital 
gains conflicts with considerations of 
equity. However, what might have 
been construed a decade or so ago 

‘as a rzal capifal gain derived from re- 
investment of‘income well may be, 
in the inflationary economy of today, 
the result of changes in the price 
level and changes in interest rafes. 
“ Gains ” in these circumstances 
have an unreal element and perhaps 
it might be suggested that the case 
is less strong under these circum- 
stances than in more stable periods. 

Throughout the liteiafure of taxa- 
tion the “cardinal . virtues” of 
justice and equality receive their due 
measure of comment. If woulp 
seem equally significant to empha- 
size cerfainry. It is not t& much 
to suggest that in our tax structure 
a person engaging in a transaction 
should know where he stands tax- 
wise. While, as already noted. there 
appears a “gray zone” in the pre- 
sent administration of our income 
tax. this zone may be narrowed by 
businessmen as well as by govern- 
ment. At the moment I think it 
would be unwise, if not exfremely 
difficult. to apply piecemeal addition- 
al taxes even though the demand for 
revenue is becoming insatiable. 
What is needed far more is a 
thorough revision of (he tax struc- 
ture, the dictum of old taxes being 
good faxes notwithstanding. 
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Economic Penalties of Unified Germany 
'THE QUESTION OF THE re-unification To-day the Eastern Mark is reckon- 
.of Germany has received consider- ed to have about half the purchas- 
.able political attention, but the ing power of the Wesfern. From this 
economic consequences have been fact will stem ihe first economic and 
-kept in the background. social strains and stresses that unifi- 

'location of industry appear at first' Two, bodies of economisfs state 
to offer. the greatest difficulties. The strongly that the Eastern Germans, 
setfing up of new. industries '1, both must be protected in this matfer. and 
areas, where the battle-cry of Self- that a .rate of one Eastern to one 
sufficiency " has so often been heard, Western Mark must be planned for. 
is likely to result after unification in Any, rate which more closely reflect- 
a bitter competitive war between the ed the purchasing power ratio would 
old and. the new. which can only be unbearable.- 
lead to the annihilation of one or Similarly, the great burden of 

Eastern taxation must be reduced the other, or worse. 
The over-concentration Of certain down to the level of the West. This 

induskies. the result of German dis- ' applies particularly to the so-called 
' unity. may. it is true, 'be cured by .'' consumption tax." 
unification. . A sounder regional 
specialisation'may result. East-zone is a Liability 

At worst.Jet us say. the probable a result ot; the disorganised 
war between the Old and the ,new administration in the East-Zone, the 
location of. ind,ustry. will only demon- cost.structure has become distortd. 

'strate the weak spots in the capital ~i~~~ are still operating in  an 
w w m m e ; .  the eventual amalgama- atmosphere of reparations and ,dis- 
,.tion of, the whole German econoniy mantling of plant, df insufficient new 
will not -be seriously hindered there- investment and low productivity, 

The w,hole economy. public and 

The structural alterations in the 'cation will #have to deal with. 

. 

:by. , ~ . .  . 
private. is short of resources of 

How Many "Red" Marks? every kind. I t  goes without saying. 
~ One of the more important con- fherefore, that the East Germans will 
ditions to any unity is the creation have to be suoolied with mdch 
of a common currency. Since the, material in ordd; 'to equate their 
reform in Western Germany. fhe two standards with the Wesf. particularly 
Marks have taken different ways. .in respect of consumer goods. 

, . : , From Handclsblalt.. DussEidorf. No,vember 23, 1951 . .  

. .  GERMANY'S DUAL-PRICE SYSTEM 
West Germnny's export drive is particularly successful in thc 

motor industry. In order !o re-establish permanent footholds in foreign 
markets, motor rompanjes have agreed on Ihe dual-pricing system. 
whereby lower prices are accepted from abroad lhan rule in the 
domestic market. 

' Fitiancial Tihes,  Lo,idorl, December 20. 1951 
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STERLING UNDER REVIEW (i) 

Future of the Sterling Area 
By PAUL BAREAU 

IF THE STERLING system has endured 
it is not only by reason of the loose- 
ness and adjustability of, the struc- 
ture buf even more because of the 
unquestioned confidence which all 
its members have had in the solidity;. 
solvency and judgment of the 
banker at fhe centre, ,in London 

During the 1930's the sterling 
area gradually acquired recognisable 
shape and very considerable sub- 
stance. But be it noted that'through- 
out this period sterling. 'ahougb no 
longer anchored io gold. remained 
a fully convertible currency. free 
from.exchange control and continu- 
ing to serve as the basis for .invoic- 
ing and financing the bulk of the 
world's trade. 

-The London banker, at the centre 
of the sterling area, owed his posi- 
tion (0 his strength. Immediately 
before the war the current liabilities 
of the United Kingdom to overseas 
countries amounted to f556 million. 
At the same time the gold and dollar 
reserves of the United Kingdom 
were in the neighbourhood of f80O 
million. In addition, Brifain held 
overseas assets.worth f3,545 million, 
a part of which was in the form of 
short-term credits which could be 
called in virtually over-night. The 
banker's liabilities, in other words, 
were amply covered. 

Asian Dominions 
Another change in the'loose SINC- 

ture of the sterling area to which 
insufficient atiention has as yet been 
given, has been the admission of the 
new Asian dominions as members 
possessing full financial autonomy. 
Their monetary policy is no longer 
one of the ,'6 reserved subjects" 
which in the past were ultimately 
settled by London. These domin- 
ions have brought with them ideas 
based on centuries of gold hoarding 
and on a traditional monetary use of 
the precious metals. 

Since some of them are on balance 
net dollar earners. they may End it 
difficult to resist the temptation of ~ 

holding on to their hard currency 
earnings, of building up their own 
separate gold reserves. This tempta- 
tion will grow with every evidence 
that the non-convertibility of ster- 
ling is a permanent feature of the 
situation and that the dominions 
concerned will find it difficult to 
spend their mounting sterlins 
balances in' buying what they g n t  
at competitive prices i n '  Great 
Britain. 
Sterling V. I.M.F. 

Many members of the sterling 
area' have also become members of 
the International Monetary Fund. 
UD to 'now membershio of the 

Today, that relation between I.M.F. has been temperid by the 
banker and customers has been transitional clauses of the Fund 
reversed. The banker is allowing Agreement under which members 
his liabilities at the moment to:rise have been sheltered from the full 
fasfer than his assets, which is not a rigours of .  the rules during the 
recipe for good or enduring banking. immediate post-war period. 

From Review lnwitv,to "6 Pr,hl;r di4nni.r V;r#nr:n ~ . . . r . . . l : ~  PI-.,I...~I- + -  
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import licences. This trend is 
already apparent. 
Converiibility and Confidence 

Beyond the occasional meeting of 

But a time may come when cer- 
tain inCOmpdtibi!itieS between the 
two loyalties may emerge and this 
would undoubtedly add to the 
strains to which the sterling area is 
subjected. The International Monet- 
ary Fund stands for a monetary 
system in which there will be full 
multilateral convertibility of curren- 
cies at least for current transactions. 
There is no inevitable antagonism 
between that objective and those of 
the sterling area; but the sterling 
area as it has necessarily evolved. 
over the past twelve years, may well 
have become a currency. bloc 
between which and- the dollar 
world the bridge of Eull converti- 
bility will not be thrown in any 
foreseeable future. If that be so, 
this clash of loyalties will sooner 
or later occur. 

In the light of these fundamental 
changes in certain of the basic ingre- 
dients that make up the sterling area 
system, we can now consider the 
main problems thai face the sterling 
area. 
Dollar Pool Dangers 

There is nothing artificial in the 
policy of pooling gold ' and hard 
currency reserves if this occurs with- 
in a framework of. reasonably 
equated balances of trade. 

Malayan rubber may be sold to 
the United States, the dollars may 
be used to buy American cotton and 
fobacco for Britain and the triangle 
completed by sales of British tex- 
tiles, mining equipment and motor- 
cars to Malaya. But if ihis pattern 
of multilateral trade is not balanced, 
if the rest of ihe sterling area is 
called upon. to pile up balances of 
uncovertible sterling-unconvertible 
either in dollars or into the goods 
that fhe'.rest of the sterling area 
needs-these age-old .habits will 
begin to lose their force. 



FUTURE OF THE STERLING A R E A  I 

back it is astonishing hdw well this 
loose piece of machinery adjusted 
itself to the strains fo which it was 

i 

ous session of two committees in 
London. the work of co-ordinafing 
sterling area policy is also.furthered 

i 

by tbeclosesi and- most friendly co- 
operation between fhe Bank of 
England and central banking and 
monetary authorities in fhe Domid  
ions and Colonies. 

The most vital problem 'facing the 
sterling area is the position of the 
banker at the centre. The sterling 
area was built on the basis of a 
sfrong and solvent. Britain. on a 
currency whose stability. world- 
wide acceptability and convertibility, 
were taken for granted. 

That system had to be adjusted 
to allow for the impoverishing im- 
pact of the war and the emergence 
of exchange control. On looking 

STERLING UNDER REVIEW (ii) 

A Free 
THe LOSS OF GOLD from the central 
reserves seems likely to continue for 
some time. Some of the causes are 
temporary, buf even so we are living 
clearly too close to the brink of 
crisis. If the present trend against. 
us lasts for fwelve months the 
doubts about the pound-dollar rate 
will be seriously discussed in the 
world's markets. Tight exchange 
controls and import restrictions, 
supported by joint arrangements of 
the sferling area. are apparently not 
sufficient to make the fixed ex- 
change rate secure. 

doned? 
Should the fixed parity be ahan- 

There is a growing support for a 
flexible rate not only in fhe Con- 
servative party and in important 
banking quarters. but even in the 
Labour parfy. Bretton Woods hap 
never had any enthusiastic support 
in this country; the regime of Exed 

subjected. 
But looking to the future. its 

endurance must surely depend on 
the banker at the cenme retaining 
the confidence of the other 
meFbers. He must honour the 
cheques drawn on him-that is the 
only way in which he can remain a 
banker. If he does so. whether by 
making sterling ultimately convert- 
ible, or by his abilify to deliver 
goods at competitive prices. we 
need have no fear for the future of 
the sterling mechanism. If not. the 
process of disintegration may go 
faster than we imagine. 

Pound.? 
exchange rates was accepted partly 
because it offered a firm basis of 
reconstruction at a time of post-war 
chaos. and partly because the 
Americans insisted on it as a condi- 
tion of dollar aid. 
On the whole. the flexible 

exchange rates of the war decade 
worked quite satisfactorily for 
several years though one has to 
remember that the policy did much 
harm to some other countries which 
tried to maintain fixed parities. 

But a return to pre-war practice 
cannot be limited to a single piece 
06 maohinery. In the thirties the 
sterling-dollar rate was free to 
change from day to day, but the 
Exchange Equalisation Fund sup- 
ported it in the market with the 
backing of a huge gold reserve. 
Moreover, the pound was in prac- 
tice freely convertible and London 
was fhe centre of great international 

2 From Scope. London. Nowmber, 1951 
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commodity markets and a free gold 
market. These conditions cannot be 
recreated by decree. 

A "free pound'' in the sense of 
a fluctuating exchange rafe does not 
by, itself expose our currency to any 
greater risk. If the' dollar gap 
remains open and the gold 'reserve 
continues to drop the pound will 
depreciate. whether the rate is fixed 
or not. We have seen in 1949 that 
the attempt to bolster up a rate 
which the outside world considers 
too high leads to intolerable strain 
and a sudden. heavy devaluation 
which may well be greater than the 
sifuation demands. 
In 1949 the pounddollar rate was 

changed from $4.03 .to $2.80 to 
make quite sure that no-one would 
suspect any further need .for 
anofher change. That overdevalu- 
ation put a large extra charge on 
our imports and aggravated our 
balance of payments problem later. 
I€ the rate had been flexible it 
would have begun to drop early in 
1949, when the American post-war 
inflation came to a halt; but by the 
spring of 1950 it would most certain- 
ly have risen again well above $3. 

The fear of " speculation " is not 
justified. A fixed rate attracts even 
more than a flexible one when things 
go badly. 

That is. briefly. the case for a 
fluctuating exchange rate. But it is 
only part of a .case. It would be 
impracticable to run a foreign 
exchange market with all the brakes 
of our present exchange control 
system. 

The real question .'is whether 

relaxed to allow supply and demand 
for pounds fo become effective.' 
That is a question of degree and 
Liming; and here lies the real prob- 
lem of financial statesmanship. No 
doubt the great bulk of capital 
movements and commercial pay- 
ments could still be controlled. Co- 
operation with overseas Treasuries is 
now close enough fo ensure that. 

Day-today fiuctuations would be 
ironed out by the Exchange Equal- 
isation Account. The trouble is 
thaf the gold reserve is too small to 
absorb really large internationa1 
movements; but that makes it more 
difficult to hold a fixed rate than a 
flexible one: In fact, if any advance. 
is to be made towards making the 
pound sterling ultimately convertible 
info dollars, a flexible rate. will be a 
help: In the end the value which 
the world places on the pound 
depends on our ability to make both 
ends meet. 'If convincing steps were 
being faken to improve the financial 
management at home it should be 
possible, now that the world as a 
whole is no longer particularly, short 
of dollars. to free the pound by 
stages. 

Okher recent i n t e d n g  articles on 
' 

" S h i n s  Within the Sterling Area." 
Economist, London, November 10, 
1951. 

Sterling and the Serlwg Area are :- 

"The Pinancia1 Problem of Today," 
by Sir Frederick Leith-Ross National 
Provincial Banh Revkw, London, 
November 1951: 

"The Balance of Payments and the  
Sterling Area," by Profmsor R. F. 
Kahn, D d c l  Bank Review, Man- 
chester, December 1951. exchange congol can be sufficiently 

LONDON TALKS TO STRENGTHEN STERLING 
The purpose of the conference of Commonwealth Finance Ministers 

which opens in London on January IS,  1952, is to consider what action 
could be (aken to strengthen sterling as an international currency. 

The Times, London. Novemhcr 21, 1951 
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P.E.P. REPORTS ON 

I How to Save Britain's Coal 
COAL ACCOUNTS FOR NEARLY 90 per 
per cent. of ihe total fuel consump- One necessary measure is a com- 
lion in Britain, hydro-electric power plete change in  the electricity 
and indigenous oil for less than one industry's tariff system. A typical 
per cent., and imported petroleum domestic two-part tariff consists of 
products for the rest. a standing charge of, say, 20s. a 

For the next few years no large quaqer, and running charge of. Id. 
increase in coal production is feasible - a unit. 
and the outlook for the immediate The British Electricity Authority 
future is bleak. say that they are conforming to the 

USE OF COAL I N  INDUSTRY best commercial principles, and ihat 
1950 it is inevitable that the consumer 

(Million tons) who uses electricity only for light- 
Iron and Steel ... .._ 8.3 ing should pay a higher average 
Textiles, clothin'g ... ... 7.2 price for each unit. For the less 
Chemical trades .... . . . 5.8 current used, the higher will be the 
Food, drink, tobacco ... 4.0 overheads per unit. But, unfor- 
Engineering _.. .._ ... 3.8 tunately, this outlook is directly 
Paper, printing ... ... 3.6 opposed to considerations of fuel 
Building materials ... ,.. ' 3.5 Saving. 

Revision of T d s ?  

Cement. ... ... ... 2.8 
Other trades ... ... 5,6 Improved Domestic Appliances? 

- The widespread adoption of im- . .  
44.6 . proved appliances is bekg impeded 
- partly.by prejudice in favour of the 

Raise the Price? open grate, partly by the high initial 
be iOme price which cost of installation and partly by the 

would equate supply and demand, uncertain supply of suitable fuels. 
I The objection is .  that this price The major obstacle seems lo be 

would be so high as to have serious that three-quarters of the population 
inflationary ' consequences. There- do not own their homes, and have 
fore if ihe Government prefers to no incentive io spend money equip. 
retain an artificially, low price, there ,ping somebody else's house. Equally 
is a very strong case for sponsoring landlords are , reluctant to spend 
measures to save coal. money on such. appliances when 

The post-war trend towards the they do not receive any return them- 
use of unrationd elwf,jcity to selves in lower running costs, and 
replace rationed house coal must be are limited in iheir power to increase 
checked. B U ~  the switch has already fen@ to a v e r  capital improvements. 
.gone so far-there are now at least If customers are to be penalised 
10 million electric fires in uSe-fhat for using electricity and gas, they 
the process will be both'prolonged should be helped by means of a i and painful. subsidy io procure the more efficient 

There 

From "Fuel Prospecrs," Planning No. 336, P.E.P.. London, December 3, 1951 
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types of appliance-if supplies of 
suitable solid fuel are euaranteed to IF WE HAD 20 MILLION TONS - 
the coal merchants. MORE COAL- 
More Saving by Industry? 

The main contribution will have 
to come from fuel saving by industry. 

Much of fhis saving can be done 
without much capital expenditure- 
lagging of pipes, insulation, repair- 
ing of leaks and better stoking bring 
resiilts up to 20 per cenf. saving in 
consumption. 

Back-pressure turbines, .through 
which steam from boilers. can be 
passed before k i n g  used for factory 
purposes, can generate a private 
electricity supply whifh can not only 
reduce the firm's calls on the grid, 
but allow it to supply the grid with 
an appreciable amount of, current. 

To encourage fuel-saving appli- 
ances and mefhods in factories, it 
is suggested that the 40 per .cent. 

restored in respect.of 
ture. 

. 

Coal could be exchanged for 
Ore Or for any E"rolKm 

it will. in all probability, be the lack 
of-  rich iron ore which will, more 
than anything ekee. hold back steel ' 

allowance against income tax be raw m e r i a l  we wanted. Next y m  

We could earn some f70 million, 
i f  we. exprted it all (and even then 
our exports would be beldw the 1938 
tonnage). That would be a useful 
contrihrrtion to offset the'deficit we 
are running with the European Pay- 
ments Union. As it is. judging by 
the first nine months of this year. 
coal will earn in 1951 some f24 
million less than in 19SO. 

We could avoid having to import 
American coal. This has already 
cost us some 24 inillion dollars this 
year-over D a ton including freight. 
This winter each toll inay well cos  
more. 

A recent vubkation on the moblem OuJuiit. 

is "-Training :YA%Ffq$ B k t i n  for Industry. H.M.  Treasury. 
nwin), Londos ' Lortdori, December 1951 

. .  
FUEL ECONOMY THROUGH INSULATION '*. ' 

Whatever the Sivtngs to be effected in the use of solid fuel by 
the domestic consumer, they fade almost into insignificance against what 
can be done by properly insulafing industrial premises, as the follow- 
ing two examples will show. Proper insulation of our general stores 
at  Ipswich led to a rise in temperature of IS deg. F.. a saving of 
4.SW.W cu. ft. of gas, and a saving in annual cost of heating of 
f1.348 for an expenditure of f4.021. The results achieved in OUI 
welding shop are even more remarkable. where a cost of f1,424 in 
insulation brought an annual saving of 5,0W,OoO cu. ft. of gas and a 
saving in adnual cost of f1,520. The cubic capacity of each shop 
was between 800,OOD and 900,000 cu. f f .  We' arc now proceeding 
.farther as fast as we can. 

. . 

Lelrer from R. R. Stokes, M.P.. io The Times, London, November 29. 1951 

YOUR QUESTIONS A N S W E I Z R S  
See' Ineide Front Cover 



Atomic Power 
11 

Prospects 
By St& JOHN Coc~c~opr  (Director of Atomic Energy, Harwell) 

. .  1 CANNOT EMPHASISE 'too strongly Capital Costs 
the fact that we do not expect to The cosf of a standard British. 
produ& a cheaper Source of power Electricity Authority power Station 
ban that derived from is is about E3+ millions. A nuclear 

power station would be much more likely. in fact. to be somewhat more expensive because,most of the con- 
expensive. What we are aimjng at ventional units would still be 
is to increase the total power and'there would be the additional 
available. cost of the reactor. If one assumed ~ ~~ ~. 

that the capital cost were doubled, 
the cost of nuclear power would not There is every reason develop 

energetically the sf be very different from the *st of 
nuclear energy. , The country s . power from cod. 

.requirements for electrical power 
have increased by 50 p e ~  cent. since The' Of 
1940, and are expecfed to increase power units for submarine and air- 
by about 45 per cent, by, 1 9 6 ~ ,  craft propulsion is clearly feasible in 

This alone will require thirteen principle. The teohnical problem is 
million more. tons of coal by 1960. develop' with our power consumption per opera- their shielding, would be sufficiently 

. that in (he united states, and using highly. enriched fuel a reactor 
increased groduction must depend could be designed tXJ operate in'! 
on more power being available to two-gallon drum. 

I think we may assume that 
mobile reactors are-feasible for ship 

industry. 

The only method of utilising propulsion though they .will be 
nuclear energy in sight is to use the expensive power -units. Aircraft 

'atomic pile. or nuclear reactor. as a propulsion units are .likely to  be 
source of heat to replace the fuel ,much more difficult. though con- 
burners o€ a conventional power tracts (have been placed for their cod- 
station. struction in the United States. 

~ 

tive worker is only 30 per cent. of light h mobile 'power units. BY 

. .  

From Lecture IO Manchester Lilerory and Philosophical, Sociery, ' , 
' '  November 19, 1951 . 

ECONOMIC RESEARCH COUNCIL MEETINGS 
Wednesday, lanuary 9 ai S o'clock; Lieul. Col. St. Clare Grondpna 

on "Stabilising Commodity Prices." 
Wednesday, February 6 at 8 o'clock: Miss May OConor, Chacr- 

man of the Isle of Wight Education Committee, on "Value for Money 
in Education." 

All meetings take klace at 55 Park Lane, London, W.l. Non- 
members who wish to be present are very w e l c o m e i f  they kindly 
notify their intention io the Secretar Economic Research Council, 18 
South Street; London, W.l (GRO 4&13). 

I .  2 ?  
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Light on British Farmers’ “Profits” 
By SIR JAMES TURNER (President, National Farmers Union) 

WHAT IS ASSESSED AS NET profit on not by any means recoup the indus- 
a farm and market garden would not try in full for increased production 
be regarded as, “ net ” in office or costs. but the industry.so raised its 
factorv. oufput that between 1946-47 and 

On the farm, net profit includes 
payment covering interest on the 
farmer’s own capital, remuneration 
for his services as manager of the 
business and .  the value of the 
physical labour of himself and his 
wife. Since 44 per cent. of, all hold- 
ings employ, no regular labour apart 
from the occupier and his wife, and 
as 22% per cent. employ. only one 
worker, it is obvious that this last 
item cannot but (have an extremely 
substantial effect on the true mean- 
ing of “nef profit” over a large 
part of the industry. 

Moreover. the figure of net profit 
includes not only the results of the 
year’s trading .but .the difference 
(whether up or down) between the 
valuations of crops and live stock 
at the.beginning and the end of the 
farm year in the light of changing 
costs. 

Thus the effect of the latter may 
be to mask the real income of the 
industry, to a considerable extent. 
At a fime like the present, when 
farm incomes are falling, it may even 
create a situation in which it is 

. 

1949-50 aggregate farm incomes on. 
the whole showed an upward trend. 
The Review this spring, however. 
revealed a new situation. 

In the first place. the effect of fhe 
cqntinGous rise in costs.  coup^ 
with under-recoupment at previous 
Reviews. showed pp plainly, for the 
firsf time in recent years. in a drop 
in farm incomes notwithstanding’ 
that output had risen. 

In the second place, this year’s 
Review saw a more .extended use 
lhan hitherto o€ the weapon of price 
disincentive. Milk and eggs, having 
reached or passed the target figures 
set .for them, were made the 
subject of price disincentives with a 
view io diverting resources to. the 
production of beef, mutton and pig- 
meat. Under the terms of the settle- 
ment. the dairy and poultry indus- 
tries were left to absorb half their 
increased costs as hest they might, 
in the hope-which is most ‘unlikely 
fo be justified-that they could do 
so and still maintain output of. both 
commodities at their present level. 

I 

I 

possible for a farmer to’ have Wheat Yields 
actually made a loss on sales over 
the year and have fewer head of 
stock on fhe farm at the end of it 
and .yet show a net profit, due acre of wheat. 
,entirely to the upward valuation of 
his stock and crops. 

At fhe last three Annual Reviews. 
in 1949, 1950 and 1951. prices did 

Records show that six hundred 
years ago our ancestors were getting 
about 8 bushels (that is 4f cwt.) per 

at a rate of 4 bushels for every 
hundred years right up to 1940. and 
it is encouraging to note that rather 

The yield has risen fairly 

From Financial Times Survey of Brirish Agriculrrre, Woveniber 12, 1951 

I h 



BRITISH FARM PROFITS 

. . . . . . . . . . . .  Medl 1 I8 Illlt 
Mit,i.ww of Food, House of Co,,t,tto,ts. Noventher 12, 1951 

IF BRITAIN TRIED TO FEED HERSELF 
Lord Carrington (Parliamentary Secretary 10 the Ministry of 

Agriculture) said that calculations had been made purporting to show 
that ii would he physically. possible 10 produce in this country food 
providing sufficient calories for bare subsistence of lhc present popula- 

over 4 bushels has been added since. The position is much the same 
The counfry's average yield per with other arable crops. Sugar 

acre is well over twice bhat of North beet yields have risen, roughly from 
America and it is certain that 2fm. 8 to 10 tons per acre, in the 28 years 
acres could be found every year to since fhe subsidy, was first given to 
grow wheat crops up to the present establish the crop in.this country. 
high standard. 

ARE U.K. FARM SUBSIDIES REALLY NECESSARY?. , 

As Professor Nash has shown (in ' ' , 

subsidies of the present order are his contribution to "Lessons of the 

(. 

It seems to be widely believed that 
I 1 
~ 

indispensable to a sound policy for British War Economy," recently 
nufntion and that.British agriculture issued by. the Cambridge University 
cannot flourish without them. These Press), the present subsidies were 
beliefs are erroneous. introduced almost absenf-mindedly 

Subsidies far specifically nutri- as a makeshift wartime device. for 
tional purposes. such as the welfare stabilizing, not living costs them- 
foods and milk schemes, account for selves, but an outmoded index o@ 
less than a tenth of the total. living cosfs, in the hope that an 
Neither the advocates of such speci- inflationary increase in personal in- 
tic nutritional subsidies nor those comes might thereby be prevented. 
of subsidized farming ever contem- He concludes hhat. on the whole, this 
~ l a t e d  before the war an exoendiiure aim was nof achieved. 

i 

I ~~~~~ . ~ ~ ~ .  ~ ~~ ~ 

subsidies aPiroachin@ Front Editorial, Thc Timcs, November 
that .which now-prevails. 7, 1951 I 
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FOR THE RECORD- 

W .  U.K. Farm Price Increases 

Wheat (cwt.) 
Potatoes (Lon) 
Sugar Beet (ton) 
Fat Cattle (live 

Eggs- (dozen) 
Milk- leallon). 

, cwt.) 

Before 
1951 

review 
291- 

2321- 
10818 

'116/11 
4/34 
2/11a 

After 
1931 

review 
2916 

2391- 
11212 

120/11 
4/41 
3/01 

T,he new prices for livestock, eggs 
and milk were effective by Deceni- 
ber, 195 I ,  but those for 'field' crops 
and wool become effective around 
the middle.of 1952. Increases of 6d. 
per cwt. were also given for rye, 
barley and oi\ts, fa t  sheep prices 
were raised $d. per Ib.; fa t  pigs Sd. 
per score. Total cost esfimated at 

.. 

.- ~ I , -  ~ ~~ 

Wool (Ih.) 61- 6/0 i  f26 million: 

From Financid Times St&y of British Agriculture. November 12. 1951 
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I CQMMONWEALTH ECONOMIC 1 COMMITTEE SUMMARISES 

World Dairy Produce Trends 
! 
1 OUTPUT OF MILK AND dairy produce ' The ' United Kingdom h& laid 

continued to .  rise thoughout the great stress on cheese production as 1 world in 1949 and 1950, especially a dollar saver. and the quantity of 
in Europe. Supplies of butter have milk going into this industry 'has 

i been slowest to recover, exports in reached 29 'per cent. more than the 
1950 being about one-fifth less than amount so utilised in 1938. In 
those of 1938. Much of'this short- Canada. butter and cheese Droduc- 

Contri7onwealth. Exports are greater thaw Pre-War . ' 

fall is accounted for by. the reduc- 
tion in supply from Eastern Europe 
and the Baltic. 

Another reason for reduced @de 
is bhat domestic consumption of milk 
has increased, particularly in Aus- 
tralia. and Canada, leading to less 
man.ufactured milk products reach- 
ing world markets. 

New Zealand's 'dairy output has 
increased considerably, alhough 
exports have not risen to the same 
extent. Production 'and export over 
the ?hole of the Commonwealth is' 
greater than pre-war. 

Denmark has regained her prev- 
ious place in the United Kingdom 
market. Dutch exports have been 
diveried from the United Kingdom 
lo Belgium and Western Germany. 
The latter country is now the 
world's second largest importer 
again. 
Milk and MiUr Produds 

Consumotion of liouid milk in all 

[ion declined, but the quantiies used 
in processed milks and :ice-cream 
were well maintained. 

MILK CONSUMPTION PER 
HEAD 
(gallons) 

1938 1950 
United Kingdom ... 21.1 33.8 
Australia . . , ~  ... 23.6 29.7 
Canada ... ... 29.2 35.1 
U.S.A.. _., ... 32.8 37.9 

Denmark ... _.. 36.2 36.4 
Switzerland ... 51.4 49.7 
Butter 

The United Kingdom is producing 
just over three-quarters of its 1938 
buiter output: New Zealand now , 
produces nearly -one-fiUh more: 
Canada one-sixth less. The greatest 
fall of all is seen in the U.S.A.. 
where the drop bas been from 20 
million cwt., to I5 million cwt., or 
over a quarter. 

Consumntion in Britain in 1950 

Holland ... ... 30.8 4i.o 

countries 'continues ' to he much was 29 ~pe; cent. below that of 1937. 
greater than before the war. In Canada consumption dropped 
although the bulk of the increase in sharply following the introduction of 
production has been diverted to margarine manufacture in 1949; 

until then prohibited in most ,pro- 1 manufacture: 
From " Dqiry Prodtice," Co,n,nunwcolil Economic Cornmilice. H.M 

Stotiorrery qf/icc. Lo,do,r. 195 I i 
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vinces. But in 1951 a revival of was the corresponding low-8.4 Ibs. 
butter consumption took place. Eggs 
necessifating heavy imports. Con- There was a great increase in hen 
sumption is also increasing in Aus- numbers in Canada and the United 
tralia, New Zealand and South Slates during the war,.but since then 
Africa. : numbers 'have decreased rapidly, 

I t  is estimated that butter con- especially when the contracts with 
sumed per head in the U.K. dropped the United Kingdom came to an end 
from 24 Ibs. in 1938 to 7.7 Ibs. in in 1950. 
1942, rising slowly through 11.2 Ibs. In Europe the rebuilding of flocks 
in 1947 fo 16.8 Ibs. in 1950. has made good progress. In the 

Exports of butter play a large part p i f e d  Kingdom, flocks were larger 
in total exports of New Zealad,  1950-than in 1938. and egg Pro- 
where.in 1950 they made 19.1 per duction rose from 55 million "great 
cent.; in Denmark, butter exports hundreds" (1  great hundred = 120) 
were 19.5 per cent. of total. to 12 million, i n  that period. In 

nearly all countries the number of Cheese eggs per hen has increased. 
Holland and New Zealand are the Consnmpfion per head of shell 

leading exporters of. cheese; in both eggs has increased from 201 in 1938 
countries exports have risen by to 221 in 1950. in the U.K., and up- 
abouf 25 per cent. since 1938. ward trends in consumption are 

Consumption per head in 'the evident in all Commonwealth. 
U.K. has risen from 8.9 Ibs. in 1938 European and North American I 
to 10.1 Ibs. in, 1950: in 1942 a peak countries except. Apsfralia, Ireland 
of 14 Ibs. was reached, and in 1948 and Italy. 

. .  

EXPORTS OF B U T I ~ R  TO CANADA 
New Zealand has sold.three million Ib. of butter to the Canadian 

Agriculture Products Roard. The price paid by Canada was a1 least 
1001- a cwt. more than h e  price of 2921- per cwt., f.o.b., being 
paid by the United Kingdom this season for finest grade. As the 
quantity to be taken by Canada is nearly 1,340 tons. New Zealand 
will receive an additional f134.WO over the amount i t  would have 
received-had the butter been shipped la Britain. 

Monrhly .Sunrr,rory. t.Vorinnal Bank of Aasrrdasia. Melho,mrc, 
OcroLwr 11, 1951 

HIRE-PURCHASE CONTROL COMING ? 
The United States and Canada hdve bath introduced hire-purchase 

control as an anti-inflation messure. Car sales have been particularly 
hard hil.by th: Americm reduction of the hire period to I5 months 
in October. 1950. with a down-payment ininimum of one-third of price. 
The hire period war raised to 18 months in the summer of 19SI-but 
this was too littie and too late. said the car manufaclurers. The 
control in Cenada led to a decline in British car sales there. 

Suggestions arc being made that similar resirictions on buyin! 
durable consumer goods and house property on the "never-never 
should be inlroduced in Rritain. Present legislation merely seeks to 
prevent over-charging on price-controlled goods and does, no! restrip 
hire-purchase outlays. Control of an indirect kind was instifuted in 
1946. when the Central Bank asked a l l  commercial banks and finance 
houses not to extend hire-purchase company advances. particularly in 
respect of consumer goods. 

' 

Front Fiwfrciol  Times. Loiidorr. Dccernher 4, 1951 
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Left Turn Coming in U.S.A. 
By ALBERT LAUTERBACH (University of Michigan) 

~American society undoubtedly 
shows less class rigidity and more 
social mobility than other industrial 
societies. Not nearly as many 
people are born into their class and 
occupation as elsewhere, and the 
change-over from farming to indust- 

d a l  labour, .froi? white collar to 
manual work. from hired routine 
jobs to executive management (and 
sometimes vice versa) is easier. 
more frequent, and less wrapped up 
io taboos or stigma than elsewhere.. 
On the other hand. it is a common 
but crucial fallacy to believe that 
there are no class .distinctions in 
America; many community studies 
of the sociologists as well as daily 
experience show that there is a 
definite hierarchy. of social status, 
which largely but not entirely de- 
pends on economic success and 
which strongly modifies in practice 
the great national theory of equality. 

In the prevailing folklore of 
American capitalism. this class 
mobility is often associated with the 
concept of Eree enterprise, 

“Free enterprise” may mean a 
number of very different things. It 
may mean, first, the freedom of the 
individual to deyelop and carry out 
his own ideas, in economic life and 
.otherwise. In this sense ihe concept 
strikes a chord in the emotions of. 
most Americans. 

Second, free enterprise is also 
used to characterise that specific 
institutional arrmgement which 
should morc appropriately be cal l4  
privately-owned enterprise. This 
interpretation is much, narrower 
than the first-and far less fool- 
.proof. For the spirit of initiative 

From i n h o r  arid ivalion. 

and experimentation characterises 
the American worker, scientist. 
engineer. manager regardless of 
whether be is on the payroll of 
Aluminium Corporation o€ America 
-or on that of Uncle Sam. This 
cnterprising attitude is one of Ameri- 
ca’s greatest assets and it is likely to 
remain true no matter what changes 
in property relations may occur. 

Third, free enterprise is some- 
times identified with full freedom 
of business competition, or with 
laissez-faire. But in this sense free 
enterprise is,a mere dream and per- 
haps not even a pleasant one. If it 
is implied that the United States is 
(or. ever has been) distinguished 
from other nations by the absence 
of any obstacles to competition. 
then the assertion -is simply untrue. 
Every bright high-school student 
can tell of the role which tariffs. 
public subsidies. land grants. and 
monopolistic attempts with the re- 
sulting government intervention and 
regulation have played in .the 
development ‘of t h e  American 
cconomy. Free ,enterprise in the 
sense of pure competion has neither 
been a specifically American inven- 
tion i n  theory or in practice, nor has 
it ever exisfed. . . 

If we try to substitutc a factual 
picture for this maze of semantics, 
the staie of affairs in America today 
would seem to be the following. 
Giant corporations have grown in a 
number of leading fields of husi- 
ness: steel, automobiles, electricity. 
chemicals, insurance, and others; 
they have modified and probably 
reduced ihe significance of Wall 
Street as centre of economic power. 

New York, Seprcmber. 1951 
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Real monopoly remains quite. rare 
on the national scale, though I t  
occurs irequently on,the local level. 

Oligopoly, however, that is, the 
domination o i  a market. by a few 
enterprises, is widespread on nation- 
wide markets, too. But this is noi 
the whole story. Each of the giant 
corporations tends to spread out in- 
to fields that only yesterday seemed 
to be none of. its business. Automo- 
bile companies invade ihe field of 
home appliances, chemical firms 
that of clothing. and insurance com- 
panies that of housing. Hardly any 
enterprise: whether large or small, is 
thus safe from the competition of 
relatively few giant corporations- 
quite frequently a competition on 
very unequal terms, for the invest- 
ment ,resources. research facilities, 
distributive mechanism, and adver- 
tising budgq of the giants cannot 
easilv. be matched by others. 

In summary, the . A m e r i c a n  
economy around the middle of the 
century is neither purely competi- 
tive nor purely monopolistic; it ,m- 
presents a complex and shiftlng 
mixture of both elements. with a 
wide. incidence of oligopoly. The 
tethnological revolution still con- 
tinues and the industrial possibilities 
of atomic power -have hardly been 
touched. 
Profit: Ruler or Symbol? 

In America profit stands- for 
many as the great driving force 
of economic welfare and progress, 
and thus as a basically ethical 
influence. Millions of mid-century 
Americans are convinced that it is 
profit (or. more generally speaking. 
a system of money rewards) t h a t  
makes their economy tick, that 
makes it efficient and dynamic. 
Very often this conviction assumes 
naive and simplistic forms: union- 
ists, no 'less than managers or in- 

vestors, often take it for granted that 
more money, and nothing else, 
makes for better industrial incen- 
tives on the part of, management 
and labour alike, though they fend 
to emphasise this connection for 
their own economic group chiefly. 
' 

To be sure, the predatory element 
is there: mark-ups frequently are 
excessive; advertising claims are 
often fantastic; an interpretation of 
business activity (if not any human 
activity) as some sort of racket is 
fairly widespread and sometimes 
winds up in connections between 
respectable business and organised 
crime. Yet the notion that actual 
seivice to customers is the hest way 
to make profit, especially in the long 
run, and that a company is the= 
for the benefit of customers, rather 
than v i c e v e r s a. distinguishes 
American business as a whole from 
capitalism in a good many other 
countries. 

, At the same time, midcentury 
America is beginning to discover 
that profit (or money) is by, no 
means as all-powerful as has bsen 
assumed fraditionally. In corporate 
enterprise hired managers with a 
fixed salary (even though it may be 
bolstered up by bonuses) turn out to 
be even more effiiienf in making 
money for the company than they 
might be for themselves; but they 
are very anxious to plough much 01 
it back and to keep the company 
growing even though they may no1 
hold any property rights in it at all 
Apparently their incentives are fa 
more complex than, if not alpgethei 
different from, ' those that result 
from the mere endeavour to groa 
in individual income and wealth. 

Many people realise that profit 
drives sometimes reflect frustrations 
nervous compulsions, even obses 
sions, and that a person's monetary 
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i success does not always. remove the 
i worries or discontents that either 
; .individual experiences or the general 
1 social atmosphere may have caused 
1 him or her. Getting rich is no Ion: 
i ger generally accepted either as the 
i yardsfick of assertion toward others 

or as the key to personal happiness, 1 nor is it as widely considered a cure 
for personal insecurity as i t  used IO 

Uncle Sam and Private Enterprise 
j It is that double shock, on top 
I of an increased awareness of the 
: social evils of unrestricted com- ' peiition, that has led to the con- 
i spicuous growth of public interven- 
1 ti011 in the United States since the 
" disastrous 'thirties. 

The sum toial of such iiterven- 
tion (which is by no means federal 
only) has reached such proportions 

~ that friends and foes of capitalism 
ask themselves increasingly whether 1 this is still . the same economic 

' system ihat obtained at the turn of 
1 the century. To the extent that the 
' public agencies themselves are 1 dominated by business as a social 
1 group, this infervention really, boils 

down to self-government of thc 
business community no matter how 
heartbreaking may be the oukries 
against bureaucratic regimentation 

The semi-anarchistic mistrust of Where do we go from here? 
government in general is still very Assuming tha t  all-out war can be 
much alive. But after expressing all avoided for the foreseeable future. it 
sorts of dire suspicions fowards the is likely that both the organisation 
bureaucrats. Congress usually vote of American society in powerful 
for necessary measures of interven- groups and the scope of public 
tion, though it often does so with . intervention will further increase. 
crucial delays; and this corresponds Giant corporations. ihe farm bloc. 

i fairly closely to the mood of, the organised small business. a great 
people. union federation, are all likely to 

I For more than a decade the undkrgo. consolidation, and the 
t American economy has been under range of publi,c responsibility for 
I the impact of extensive armaments. adequate employment, standards of 

vigour-there the psychological bar- 
individual businessman rier of mistrust toward government 

* intervention persists. 

More'than that, armaments is be- 
coming ihe "normal" state of affairs 

I that underlies industrial production 
and financial developments in this 
country. 

This means that Amefican capita- 
lism is undergoing some drastic 
changes which, for right or wrong, it 
might have resisted bitterly in the 
absence of such international ten- 
sion. Economically, the situation 
around the middle of the century 
amounts to continued full employ- 
ment, achieved or secured through 
compensatory public spending the 
rationale of which is the world ten- 
sion and the resulting needs of 
defence and foreign aid. 

The question then r e m a i n s  
&ether 'and how t h e s e  new 
approaches to economic policy can 
or will be adjusted to more peaceful 
conditions in world affairs. So far 
Congress and the general public had 
to be frightened by some dramatic 
events in the world, into a financial 
and production p o 1 i c y. which 
assured full employment at home, 
and into generous foreign aid. They 
do not appear to be ready to pre- 
pare any replacement of military 
goals of production and employ- 
ment by civilian ones of comparable 



-. >.-,.. - I.;___ ~. - 

20 ECONOMIC DIGEST 

living, and welfare conditions will 
probably increase subslantially. It 
will come to include-not without 
bitter struggle inside and outside 
Congress-large-scale clearance of 
urban and rural slums through 
housing and land-planning policies; 
new approaches to the transporta- 
tion problem, to public ~ health 
methods, to conservation of natural 
resources and river-valley develop- 
ment, to minoriiy problems, to the 
control of business concentration, to 
progressive taxation. to consu~ner 
protection and representafion, to 

education, to the reduction of 
lobbying influences upon economic 
legislation to' .their proper demo- 
cratic, proportions, to public respon- 
sibility for the maintenance oh full 
employment and high production 
without inflafionary excesses. There 
will be. plenty of resistances and set- 
backs before the expansion of pub- 
lic economic policy into these fields 
(and perhaps some others) will be 
generally recognised as an essential 
feature of American democracy in 
the iwentieth century, but it is likely 
to occur sooner or later. 

U.S.A. BUSINESS INDEXES 1921 - 1951 

1921 
1926 
1931 
1936 
1941 .. .. 
1946 
1951 

Itidirrrriol Piorlacrion 
(phys. vol., 1935-39= 100) 

58 

Enzploynicnr 
(l939= 100) 

19.1 
98.9 
75.8 
96.4 

132.8 
147.8 
158.1 

Focrory Payrollr 
(1939=100) 

80.2 
110.5 
71.8 
91.1 

164.9 
271.7 
425.8 

~ ~~~ ~~~~ ~~ ~ ~ 

LAST OF THE BOURGEOIS 
Belgians are hard workers, heavy caters, heavy drinkcrs, and, 

when it comes to austerity plann'ing, nitural lawbreakers. Belgium 
i s  a typically bourgeois country. It believes more in self-financing 
than in govcrnmenf dcvclapment, whcnce thc uninformed criticism'from 
O.E.E.C. that Belgium has a , l o w  rate of capital replacement. She is 
probably, in fact, the last bourgeois country in Europe. 

. M. Loiris Camti, Bclgimr I!isriIurc. .London. Norentber 16, 1951 

MORE AMERICAN AID? 
11 is not too dificult to understand why something has gone 

w a n e  with Europe's economic recovery. Aficr the outbreak of thc 
Korean war ~ J W  material prices shot up; and while it is entircly truc 
that some of those pricc rises (as in tin,  rubber and wool) brought great 
profits and tcm@oru'y prosperity to non-dollar awns a t  American 
expense, the ultimaie result for Britain and France, for -example, has 
been :Idverse. 

The appcardnce of Germany as a competitor in world markets, the 
loss of Iranian oil, the constant drain of the Malayan campaign on 
British resources, of lhc IndoChincse war on French, and P host of 
other factors have contributed their bit toward creating a heavy eco- 
nomic strain an nations that are already allocating sizable percentages 
to the coininon cilusc of European rearmament. 

We do not mean to declare that no increase in ihe European effort 
for self defence can be expected. For it is a matter of Europe's ,own 
preservation; as well as ours. But by and large we suspect that 
additional American help. as originally envisaged. will be unavoidable.. 

F m u  New York Times. November IO. 1951 

. 



DENATIONALISA+ION 

Recasting British Steel 
By P. W. S.  ANDREWS (Nuffield College. Oxford) 
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MUCH DISCUSSION OF, THE problem 
of denationalising steel in Britain has ' 
assumed a simple return to the 
separate enterprises existing beforc 

~ last February. There would prob- 
ably be some serious opposition, and 
it would be wrong to accept this 
without argument. 
' It is a iraditional criticism of the 

industry that its business structure is 
not ideal and that some regrouping 
of businesses would enable it to 
reduce its costs. 

A'general inquiry into the position 
and prospects of iron and steel 
might. indeed, be of great value, but 
its benefits wo.uld be most likely to 
show themselves in general planning. 

The industry is under great pres- 
sure for output and is renewing itself 
continuously. There is no question 

' of its being able to start de novo. 
Meanwhile older capacity remains 
of great use-in fact, in some lines 
it is more economic than new plant 
purchased at present costs. 

As far as management efficiency 
alone goes, it is useless looking for 
quick returns from compulsory 
amalgamation. The benefits achiev- 
able are very small compared with 
those available to efficient 'manage- 
ments expanding their businesses in 
their own way. ' 

~ These arguments do not .to ever. reminds US that many persons 
, mergers proposed by man- were dispossessed who had previous- 

possibilities and prospects~ these, industry; it. seems only fair to offer 
would offer some guarantee of worth- 
while gains in a short period. The Where businesses were subsidiar- 
industry should be asked to put ies to other businesses it seems 
forward any such proposals through highly desirable that these should 

From Manchester Caordion. November 12 and IS, 1951 

agemenb with their knowledge of 1Y wiilingh' invested in the steel 

them the securifies 

the Iron and Steel Federation,.after 
examination by the machinery 
which that provides. If then 
acceptable to the Go.vemment. these 
mergers should be incorporated in 
denationalisation arrangements. 

I t  would. however. be reasonable 
to require that ihey, should incorpor- 
ate existing businesses as complete 
units-to guard against any "pick- 
ing of the best cuts off. the joint" 
leaving the Government to dispose of 
the less attractive remnants. 
Basis of Unscrambling 

Unscrambling should, therefore. be 
on the basis of. previously existing 
businesses or,simple combinations of 
these. To denationalise would then 
simply be to sell private owners the 
shares and securities now vested in 
the Lron and Steel Corporation. In 
the case of mergers. these would 
firsf be exchanged for securities in 
the new combines; and the latter 
would then represent previous 
securities in the appropriate pro- 
portions. 
' To transfer investments 'in busi- 

nesses with known records from one 
owner to another is the kind of 
problem with which OUT capital 
markef is well equipped to deal. In 
fact, it might well be left in. the 
hands of the market. Equity, how- 

. .  

.I 
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have a prior chance of recovering 
their invesfments. One most disturb- 
ing featuie of nationalisation was 
that it ruptured long-standing rela- 
tionships from which the industry 
as a whole benefited as well as those 
most closely concerned. 
Terms for Investors 

Such shareholders will have held 
on to the end; otherwise the pro: 
posed offer of securities is subject 
to  some uncertainty. Those who 
held them on vesting day included 
many who were birds of passage, in 
investment in steel. having acquired 
steel shares as an attractive route to 
public stock. .Many who were 
genuine long-term investors sold out 
after nafionalisation seemed certain. 
To include these among those having 
fist refusal would increase the 
chance of the flotation having an 
early success. For this reason 
priorify might be given to persons 
“on the books ” at September 14. 
1950. Any securities not taken up 
by these might be,offered to any. 
ofher persons holding securities on 
vesting day, February, 14. 1951. 

As to the terms of the offer to 
previa-us investors, it seems fair .to 
ask no more ihan the original com- 
pensation and to give the option of 
paying in steel stock. Of course, 
not all fhe securities will be Jaken 
up on these terms.. 

But there seems no reason why 
the remainder should be sold to the 
general public at tlie same price. 
Such securities should be placed 
with a suitable agency to be sold on 
the best possible terms over a long 
enough period. These issues would 
have to be well prepared, and suit- 
able underwriting arrangements 
would in effect take care of the com- 
plete disposal of fhe securities 
involved. The State would have to 
bear any final losses, taking into 

’ 

account the amount of sfeel stock 
which it will eventually have to 
redeem. 

There is one exception to this- 
if  might .not be easy to sell the 
securities of less profitable busi- 
nesses. The total sums involved are 
not likely to be large. The 
Government might require the de- 
nationalised industry to purchase 
these at fair prices, leaving it to the 
federation to decide what should be 
done with fhem. 
Public Control 

The Government proposes that 
the denationalised industry shall be 
supervised by a public board, with 
representafives of Government, man- 
agement, workpeople, and con- 
sumers, details being settled only 
after consultation with various 
inferests, notably the trade.unions. 

Such a board is to be welcomed 
for several reasons. The former 
Iron and Steel Board shows that this 
can be an effective method of super- 
vision while giving maximum scope 
for individual enterprise. Its pre- 
cise powers may be more positive 
than those enjoyed by its predeces- 
sor, and, subject to agreement here,, 
it should be acceptable to the 
T.U.C., which, in fact, suggested , 
just such machinery for this type of 1 
industry. 

Further, the board will have a ~ 

much wider authority than that 
directly available to the Iron and , 
Steel Corporation. The latter at i 

first sight has greater sanctions. But ~ 

ifs direct powers have been consider- 
ably tempered by limited representa- 
tion at the more finished end ot the , 
industry. This is importanf since 
activity and development in the 
heavier processes are very much ~ 

determined by policies adopted at , 
lafer stages. 

I 
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So far  as prices are concerned. the 
board will presumably take over the 
present Ministerial control. Prices 
should be fixed on the same broad 
lines as now-by ascertaining the 
average running costs of businesses 
producing particular products and 
then adding an allowance for over- 
heads and profits. This system 
penalises inefficiency and may be 
flexibly. adjusted according to 
whether it is feasible fo accelerate 
the driving out or modernisation of 
higher costs producers, or neces- 
sary to keep them in full operation. 
Capital Development 
. Several reasons make if desirable 
to supervise capital development. 
The industry bulks large in national 
investment and could contribute fo 
the general control of the trade 
cycle. as the T.U.C. has urged. 
Furfher. it is desirable that the 
industry shall have guidance in the 
location of new plants, since any 
shiftsein its centre of gravity must 
affect the prosperity of important 
areas. Lastly, capital development 
is the key to’future efficiency and we 
need to be assured that it goes a t  the 
right pace and on the right general 
lines. 

Global control of capital invest- 
ment in times of boom ‘could be 
obtained simply by giving the board 
power to regulate the total. accord- 
ing fo overall planning decisions. 
The relating of totals to individual 
businesses would be more tricky and 
would require much consultation 
with the industry. 
, In depressed ti&es, however. to 
stimulate capital expenditure might 
require special assistance and induce- 
menfs. Funds for this might be 
provided within the industry hut, in 
general, it seems proper that 

3 

direct subsidy. should be given if 
necessary. 

Its other purposes will be met by 
the board having the right to veto 
particular projects, whether new 
enferprises or replacements. Clearly 
it will not be able to examine every 
single project; ,fortunately, smaller 
expendifures flow from policy. which 
can be settled in connection with 
larger schemes. Specific approval 
might be required, say, for any 
scheme for capital expenditure over 
f150.000. The board Should con- 
c e n t  itself with the purpose and 
general desirability, and not be fussy 
about the precise technical means to 
be employed. 

An efficient board would rarely 
need to use its veto. 

We m‘ay. suggest one possible way. 
the acceptance oE which might 
powerfully affect public opinion- 
might ,not the board have the power 
of appoinfing one director to each 
denationalised business? This would 
enable it to be represented “ o n  the 
ground floor ” and should help its 
speedy integration with the industry: 
at the same time, since one director 
could not confrol a business. enter- 
prise and initiative would not be 
affected. 

The chief objection is that man- 
agemenf is an intimate affair and 
the introduction of unsuitable p-3- 
sons. however worthy, could have 
disastrous results. Accordingly. let 
fhis power of appointment be tem- 
pered by businesses being able to. 
reject any particular name, so that 
the board’s right could be exercised 
only by proposing a suitable person 
able to exercise a useful funcfion. 
Such a type of assFiation would 
both further the objects of the Steel 
Board and suif the British genius 
for administration by consent. 
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US. Economic Forecast 
Seven leading economists in 

Washington predict the following 
t r p d s  in 1952.. Inflation will con- 
tinue at a lower pressure. Retail 
prices are expected to rise only 1 to 
2 per cent., cost of living no more 
than 3 per cent. Wholesale prices 
may rise as much as 5 per cent. 
Consumers are saving more-up to 
I O  per cent. of. income; inflationary 
pressure will only come from rises 
in wage-rafes and not from released 
savings. - 

Financial Times. London. 
November 19, 1951 

World Tobacco Consumption 
The U.S.A.. is consuming 10.2 Ibs. 

per person over 15 per year. the 
U.K. 5.6 Ibs., the Netherlands 9.1 
Ibs., Denmark 7.4 Ibs., Canada 7.2 
Ibs.. New Zealand 7 Ibs. Smallest 
consumer of the Western World is 
the Italian. with 2.5 Ibs. In 
Britain the value of. revenue from 
tobacco was nearly ten times thit of 
fhe imported commodity: it is only 
second to income tax as a revenue 
producer, and. at March 31, 1951, 
was equivalent to a standard rate of 
about 3s. 10d. in the E. 
Fitrnncinl Tinzes. Londo,~. Novembcr 29. 

1951 

Soviet Yopulatiou at its Peak 
The population of the Soviet 

Union has reachcd its highest-e,ver 
figure of 207 million people. There 
is a net increase of. over 3 million 
people annually. 

Speech hy L. P .  Bcria in Moscow, 
No,~rmher 8 ,  1951 

World Wool Output Still Rises 
Wool production the world over 

for 1951 is now estimated at  
4,070 m/llion lb., 60 million Ib. 
more than 1950. Highest produc- 
tion figure ever was 4,200 million Ib. 
in 1941. Uruguay and New Zea- 
land showed increases in the ten-year 
period, but Australia. South Africa. 
Argentina and fhe US. outputs are 
declining. 
Aarronn Srm,tnury, U.S. Office of'Foreign 

A~~icsllbral 'Rclal io, is.  Wflshiiig.ron. . Novemh?r 27, 1951 

Argentina Fares Crisis Year 
The Argentine Government's 

attempis to industrialise the country 
rapidly has caused difficulties in 
agriculfure. Beef. milk, cheese and 
sugar are becoming Scarce and 
butter ' has completely disappeared 
from the market. Grain exports 
.have declined 6.6 million tons in the 
last ten years, and fhe trend con- 
tinues. Cattle slaughterings are 
dropping fast. Agricultural products 
make up 93 per cent. of her total 
exports, most of which go to 
Europe. She is therefore going to be 
extremely short of soft currencies. 
Internally, the cost of living has 
risen almost 50 DW cent. in the last - .  
year. 

Wall Srreer J o s n i o l .  Ncw York 
hpri?inher 29, 1951 

Rhodesia's Tourist Industry 
Booming . 

Fifty-five thousand people visi<& 
Southern Rhodesia during 1950. 
spending over €2 million. The tour- 
ist industry comes fourth in import- 
ance after exports of tobacco, gold 
and asbestos. .Lack of hotel accom- 
modation holds expansion back. The 
1953 Rhodes Centenary celebrations 
will enhance the popularity of the 
country. 
Moiirhlv Rcvicw, Smndord Bonk of 
Small? Africa. Cope Town. Ouioh-r, 1951 
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Britisb Unions Wno Women 
Wntkers 

Of seven million women employed 
in industry in Britain only 1,200.000 
are members of a trade union, 
according to figures supplied by the 
Trades Union Congress. which has 
started a campaign to persuade more 
women to become union members. 
Mnrrclressrer Grmrdian. Noremher 26, 1951 

Persian Oil Gap Made Up 
A new agreement with the Sheik 

of Kuwait (pronounced Koc-vite) 
gives him fifty per cent of the oil 
profits made by the Kuwait Oil 
Company, which is owned equally 
by the British and the Americans. 
The importance of amicable arrange- 
ments with this Arab state derives 
from the fact that it has increased 
its rate of. production sufficienily to 
make up the gap caused by the clos- 
ing down of the Persian refineries.. 
From 17 million tons a year before, 
production in 1952. will be 40 million 
tons. 
Tlw Times, London. December 4, 1951 

South American Foreign Trade . 
In the period mid-1950 to mid-. 

1951, Argentine imports from the 
U S A .  nearly trebled, exports to the 
U.S.A. doubled. Imports from the 
U.K. dropped slightly, exports to 
the U.K. were cut by one-ihird. 
Brazil's trade accounts tell a similar 
story: imports from the U.S.A. more 
than doubled, exports nearly 
doubled. whilst imports from Britain 
increased only by a third, and 
exports to Britain increased by a half. 
German trade wifh both countries 
and to Chile increased most of all- 
imports from Germany are ,up 700 
per cent.. exports to Germany up 
400 per ceni. 
Fnrrr,ighllg RCV~CIV.  Bunk of Lotidm uud 

Smrrh A,nerIco. Lorrdm. Nornnhcr 
17. 1951 

China's Tax Drive 
Large military expenditures have 

compelled the Chinese People's 
Government to extend the range of, 
its taxes. Local aufhorities, under 
pressure of demands from Peking. 
have had to tax kitchen-chimneys. 
lime kilns, goods in transit and the 
birth of a male child, shrines and 
all livestock sales. Thirteen kinds 
of tax are imposed on the owner of 
a pig from its birth to its slaughter. 

US. Dollar worth 53 Cents 
Since the period 1935-1939. 

according to cost of living figures, 
the American dollar has become 
worth only 53 cents. 
Rureoir of Lohors. Smlislics, W,dtington. 

Novoriher 23, 1951 
French Budget Plans 

The budget for 1952. now in pre- 
paration, is likely to have a total of 
between 3.2 and 3.3 billion francs; 
of this. about three quarters of a 
billion francs will be devoied to 
defence. I t  is to be made clear to 
N.A.T.O. that France could not 
afford a greater burden without the 
risk of serious inflation. 

U.K. Civil Servants 
The toial of non-industrial civil 

servants in the U.K. is 679.000, com- 
pared with 388,000 in 1939. The' 
war-time peak was 71 1.000 in 1943. 

' Eosrern Economisi. New Delhi. 
November 16. 1951 

The Tinies, October. 31.  1951 

" Pos/.c i r r  /lie Civil Scrrice." H!M.S.O.. 
Nowmhrr. 1951 

Israel Restricts Immigration 
Food and housing crises have led 

the Jewish Agency to restrict immi- 
gration during 1952 to people under 
35 years of age. This i s ~ a  radical 
change from the Israeli policy'of the 
last three and a half years, whereby 
650,000 Jews of all ages have 
doubled the 1948 population. 
Monrhe~rer Gum'di~!n, Drcrmher- 3. 1951 
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PROFIT DEFINED: . - 
Remuneration of Selling Power 

By Professor R. G. HAWWY 

MARKETING IS AN essential part of 
of the process of production. And it 
is a mistake to think of a market 
as automatically created by the 
mere volition of the buyers and sel- 
len. A market is a substantial en- 
terprise, carried on through the 
skilled services of those who com- 
p o ~  it. 

What are these skilled services? 
It  is only within a limited field that s ~ u  of the Middleman 
the consumer himself takes the, specifications and descriptions 
initiative and orders a producer to are not in fact perfect, me name of 

has to anticipate the consumer's ment the name with his own 
selects from a stock of things al. description he can give will still 

leave room for choice. and it is for ready produced. ' 

Rde of the Middleman the seller to offer a suitable selec- 
If the retailer is to give his 

customers an adequate choice, he 
must get supplies from many 
sources. At the same time the pro- . 
ducer will1 want to. supply many re- 
tailers. The merchant intervenes to 
buy goods from producers, and 
distribute them among retailers. 

If the 'specification of produits 
was always perfect, so that con- 
sumers could always get exactly 
what they wanted by mere trade 
names, this process of suiting needs 
would be routine. But even so. the 
business of marketing would not be 
merely mechanical. For demand 
for any product would fluctuate, 
and traders would then still have 
to hold stocks, and merchant's 
stocks are the major pan of his 
capital: stock-holding is pan  of the 
service rendered by him to .pro- 
ducers and consumers. 

supply something to his own speci- an article is a first approximation. I 

fication. ' In general. the  producer^ The intending purchaser can supple- 

need. The Consumer. when he buys* But the best specific description, 

For consumers, stocks ensure 
immediate satisfaction of demand. 
For producers, they are a cushion 
against fluctuations in demand. The 
merchant bas the task of,foreseeing 
changes in demand and adjusting 
his orders to producers accord- 
ingly, Continuity of production is 
assured. modified only by long-term 
adjustments to forecasts of demand. 

tion. 
It is in procuring this selection 

of goods to suit the needs of con- 
sumers that the merchant's skill 
chiefly lies. He must appreciate the 
refinements of their needs. 

He can, to some extent, influence 
what is produced, for when he or- 
ders gwds  from a producer he' 
furnishes a specification. Thus a 
part of the merchants' responsibility 
for suiting needs is passed on to the 
producers, whereby the producers 
are led to adjust their output of any 
product to the demand for it. The 
use of brand names facilitates con- 
sumers' choice by .' circumventing 
the difficulties of specification. 
Skill of the Producer 

The greater part of production 
has to be planned far ahead. and 
the governing consideration, is the 

From "The Nature of Profit.' Economic Jowmd, Septrmher 1951 
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prospect of demand. The in- 
dustrialist is 'no less a seller than 
the merchant, but what he sells is 
limited to his own product. and 
whereas the merchant can turn over 
his operations from one product to 
another at . short notice,. the in- 
dustrialist commits himself to a 
long-range forecast, 

Whereas the merchant's profit is 
the margin between selling price and 
buying price, the producers profit is 
the margin between selling price 
and costs. Economists have tended 
to treat profit rather as the remun- 
eration of efficient and economical 
production than as the remunera- 
tion of selling. If. of course, the 
producer can reduce his costs with- 
out deterioration of quality, he 
reaps his reward in increased 
profit. So much of his profit can he 
described as earnings of manage- 
ment and organisation. . But this 
gain can still be multiplied in pro- 
portion to the magnitude of the 
business. 

The producer may entrust the 
whole technical side of his business 
to salaried staff, and show his own 
competence. in selecting this staff. 
The cost of staff becomes part of 
overheads, and the profit left to him 
can no longer be termed remunera- 
tion of management. 

In fact, for producers no less than 
for merchants. profit is the re- 
muneration of selling. The respon- 
sibility for selling attaches insepar- 
ably from the owner of Che product. 

Dilemma of the Controller 
The margin of profit in any trade 

must be sufficient to secure a 
reasonable income to a small-scale 
trader, and may therefore provide 
a more than reasonable income to 
a large-scale trader. Governments 
seeking to control prices and profits 
are therefore faced with this 
dilemma: either they must fix prices 
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so low that small men cannot sup- 
port themselves. or so high that the 
big man makes a plutocratic in- 
come.. 

This throws .light on profit-deter- 
mination under competition. Or- 
thodox doctrine says that competi- 
tion prevents excessive incomes 
from occurring. since prospects of 
gain attract newcomers. But this 
attraction will be limited by the 
amount of business the newcomers 
can expect to get. the amount of 
capital they can bring in. and the 
business connections they enjoy. 
Competition tends to set up a nor- 
mal rule of profit only. 

Actual rates differed widely. I t  is 
because differences are so great that 
profit is often said to be compensa- 
tion for risk, not least that buying 
and selling may incur losses. 

But such losses merely illustrate 
the general principle that profit is 
the remuneration of selling power. 
If this power fails, there is 'no 
profit or profit becomes negative. ' 

Not Compensation For Risk 
It is sometimes argued that. 

when losses are set against gains, 
the average profit works out at no 
more than interest on capital; and 
that the excess of profit over in- 
terest in the successful business is, 
the compensation for risk. More 
plausibly it is contended that the 
average return to owners of capital 
must include not only the actuarial 
eauivalent of the orosoects of loss 
hut also compen&ion for uncer- 
tainty itself. ' 
, NO doubt the newcomer in any 
trade makes these calculations. But 
h e  must in effect compare the profit 
prospects with the income he might 
make in a salaried employment. 
along with interest on capital 
placed in a secure investment. The 
prospects will not allure him unless 
the profit hoped for exceeds his 
salaried prospects. 
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Even if theri were such general .they reckoned on for risk turned 
miscalculation among all profit- out. to be zero. it would still not be 
seekers. that in the end their correct to identify their profit with 
average margin above the allowance compensation for risk. - 
PROFESSOR HAWTREY ALSO COMMENTS ON 

Credit Policy and S’  Revaluation 
THAT ANY CONSlDBRABLB contraction a prompt relaxation as soon as the 
of the flow of money, ought to be check to expansion is seen to be 
avoided hardly needs saying. What fully effective). 
is urgently needed is a monetary Dear money. may correct. the 
policy which will prevent any adverse balance of payments, but it 
further expansion. ‘‘ Dear money,” will not by itself prevent a further 
a high bank rate, is the indispens- rise of wages and ,prices so long as 
able instrument. [he present rate of exchange of $2.80 

Restriction in one form or another remains. The rise since the devalu- 
has been in operation since the end ation of 1949 has been considerable. 
of the war, and there is little pros- but wages and prices still have a 
pect of its being more effective.now. long way to go before they are fully 
Banks are not in a position to adjudi-. adjusted to the rafe, to say nothing 
cafe on the purposes for which their of a further rise in sympathy with 
customers borrow. Borrowing is for rising American wages. 
spending. and what is deemed to be Britain Should Revalue 
entirely legitimate spending may An upvaluation of the pound 
have to be discouraged. And, even would not only put a sfop to the rise 
if restriction were effective, it would 06 prices. but would be a powerful 
be a very, imperfect instrument of reinforcement of the operation of 
credit regulation, for .it has no dear money. 
elasticity; the pressure cannot be Regarding the “ fantastic allega- 
adiusted to he a little more or a little tion ” that higher money rates ‘‘a= 
less. Dear money imposed through designed to enrich the banks.” the 
.the bank rate can be reconsidered point, so far as it is anything more 
from week LO week, or if need be than a bit of party polemics. is that 
from hour to hour. the Exchequer has to bear a heavier 

charge on the floating debt. Even 
Prompt Action after the recent conversion of a part 

An essential of a wise use of the of the floating debt into bonds, any ~ 

bank rate is prompt action. To deal big rise, say. to 5 per‘ cent. or more 
with the preseni stllte of over-em- would still mean a substanfid 
ployment. when industry is over- Budget charge. But the charge could 
loaded with orders and British be balanced by an excess profits tax 
exports are p.ut at a disadvaniage specifically applied to banks. Alter- 
by long delays in deliveries, it may naiely, an agreed limitation of bank  
be that a prolonged period of dear dividends would in effect cause any 
money would be needed. (If, defla- exczss profits to be lent to the! 
tion is to be avoided. there must be Government. 

From Lernpr Io The Times, Drcemhcr 5 ,  1951 
~ 



Revitalising Derelict Land 
By PROFESSOR L. DUDLEY STAMP 

UP AND WWN THE COUNTRY there 
are innumerable pieces of waste 
land in aggregate covering a large 
area but individually small. Each 
piece; in fact, constitutes a separate 
problem, and there is no solution of 
general application. 

Many of these pieces of waste 
land are in private ownership. For 
others local authorities are, or could 
be; responsible, and it is up to 
every individual concerned and to 
every such local authority to take the 
appropriate steps. I t  is far more 
important for individual responsibil- 
ity, to be realized than to look for 
government action, for new legisla- 
tion, or other leads. What is first 

,needed is a careful survey and study 
of each area. 

The Black Country Survey in 1945 
revealed that derelict industrial sites 
occupied no less than 9,000 acres. 
The West Midland Plan showed that 
by 1948. 1,900 acres had been or 
were being reclaimed whilst ' a 
further 400 acres had been acquired 
by local authorities for purposes of 
redevelopment, mainly for housing. 
In our crowded country of Britain. 
tlie object should always be the re- 
development and re-use of old sites 
before faking new land. 

thoroughly poisoned by its previous 
usage, this does not matter where 
re-use for industry is concerned. 

There are, of course, large areas 
of derelict land where circumstaqces 
have changed and the sites are no 
longer suitable. ' This applies (0 
worked out parts of coalfields and 
some of the old smelting areas. In 
such cases other uses must be 
sought. 

2. Re-use for housing. The first 
requisites are usually the clearance 
of rubbish, often the remains of 
buildings and rusty machinery, the 
levelling of the site and attention to 
drainage. 

3. Reclamation of land for play. 
ing fields. Here sites which are flat 
or can he levelled and are either 
drained or drainable are essential 
and other areas lend themselves to 
parks. W,here old workings have 
become filled with water, as com- 
monly happens with old gravel 
workings, some most attractive 
results can be achieved, 

Such uses of former. industrial 
sites involve the establishment of 
vegetation. 

There are many cases where 
abandoned industrial sites have be- 
come stroneholds of wild natcre. 
Old quarries are often worth keep- 

I .  Re-use Of the sites for jndus- ing as small nature reserves. They 
become the haunt of birds who have 
s",all hope of refuge in  [he well. 

try. In the factors which 
led to the original choice for indus- 
trial development are still operative. used surrounding land, , . 
For examde. alone Tvneside where _ ~ ~ .  ~~~" ~ ~~ ~~~~ 

anyone must be strucc by the valu- We pass to another use. that. 
able waterside sites at present leff. of great spoil banks from colleries, or 
idle. One notices the same possibili- from the working of ,ironstone. 
ties on the eastern approaches fo where large blocks of, rock are 
Swansea. Where the land has been brought to [he surface. With open 

4. 

From Paper. I D  Royol Sociely of Arts, London, November 21, 1951 
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cast workings the problems have 
increased progressively with the 
increasing size and power of excavat- 
ing machinery. This may be. seen 
in parts of the Midland iron ore 
fields and it seems ironical that the 
rocky deserts which are being created 
consist in many places of, great 
boulders of .  limestone, so much in 
demand elsewhere. . . . 

Almost thc only possibility of pro- 
ductive use is for afforesfation. 
Those who have seen giant trees in 
their natural habitats, their roots 
penefrating into crevices in other- 
wise bare rock surfaces must have 
realized how long-suffering are many 
of the forest'giants. 

In view of the criticism ,so .often 
levelled against " big business " it 
musf be recorded that several of the 
big iron,and steel corporations, b r  
example, are so alive to their .res- 
ponsibilities that they have their 
own forest nurseries and technical 
staff for dealing with worked-over 
ironstone areas. 

5 .  The restoration of the blder 
industrial sites for general fanning 
use is not generally possible. The 
old Shropshire coalfield in the Iron- 
bridge-Oakengates area affords a 

,good example OF what has frequently 
happened. Tile small old pit 
mounds are overgrown,wi* a rough 
vegetation; scattered amongst tbem 
are many smallholdings. Poultry 
thrive on such land especially if 
there is good drainage; there are 
slopes with a good aspect or frost 
protected hollows where soil suitable 
for .  intensive market gardening bas 
been built up by dressings of lime, 
artificials, ashes, and urban waste. 
What has been done by individuals. 
usually with a minimum of capital, 
is familiar to many enthusiastic allot- 
ment holders and could be extended. 

, 

IIC DIGEST 

What is needed is not so much soil 
as suitable soil-forming material. 
Attacked scientifically an analysis of 
fhe ground would be needed; fertil- 
izers selected accordingly and the 
crumb structure. of the soil built up . by a right mixture of sown grass and 
clovers. Starfing from scratch, one 
need not sow unwanted weeds. 
Where small patches of derelict land 
occur in towns many little charm- 
ing gardens can be established.. 
Damage Today 

We may furn now to consider 
briefly the rather different problem 
of derelict areas actually being 
created at the present day; especially 
by fhe working of minerals. The 
area involved runs into thousands 
of acres a year. 

My experience has been that the 
country may p i n  more by the 
enlistment of voluntary .goodwill 
than by the possession of legal 
powers, and that industrial operators 
if they were to appreciate in 
advance the problems involved could, 
help the counfry to have its cake 
and eat it too. 

In the first place many sites can 
be left in such a way that they. can 
afterward be used for a variety of 
purposes. Often what is involved 
is a simple tidying up process. 

When surface minerals, such as , 
chalk, are.being worked, with a little 
foresight working can surely be ~ 

taken down to a common level, pro- 1 

viding afterwards an almost flat sur. 
face at the right height to form au ! 
ideal industrial site. Minerals am ,I 
often worked down, as in the case 
again of chalk, or gravel, to below 1 
the permanent wafer level and flood- ~ 

ing is inevitable. Of course, it is i 
true that much gravel can only pro- 
fitably be worked in this 'way. but 
the old water-filled ho1i.s in chalk 1 
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and limestone districts need not . may involve covering a very large 
have happened if working had area of valuable agricultural land. 
ceased only a few feet higher, wifh- ,and there is less waste of land 
out any serious loss of the raw where the c o n i d  mound is built up. 
material. Tthis may he a deciding facfor. On 

the other hand, little use can after- 
Quarries, coal mines, and many wards be made of the conical mound 

other heavy industries involve the except possible afforestation, and 
production of large quantifies of {bat is difficult, whereas the flat- 
waste material. The old system was topped spoil bank may have a .  real 
to run out this waste maferial, shale value. 
or slag, or whatever it happened to Restoration must be looked upon 
be, by wagons on rails and in due as a long-term process, and time 
conrse such old dumps with an must be allowed for settlemenf. The 
approximafely level surface have mistake commonly. made 'is to try 
consolidated and their surface can and restore land to its former use 
be used. The more, modem method immediately. ,What after all is ten 
is to build up great conical mounds. years in the life of a nation if it is 

The choice between the two is not necessq  to wait that length for land 
only a financial one, fhere are other to consolidafe itself before being 
considerations. The flat-topped tip used? __.- 

LAND-USE IN BRITAIN 
Acres 

Total area excluding vater . . . . . . . . . . . . . . .  56,200,403 

Permanent grass . . . . . . . . . . . . . . . . . . .  11,975,906 
Temporary grass ~ . .  . . . . . . . . . . . . . . . .  5,182.363 
Vegetables . . . . . . . . . . . . . . . . . . . . . .  417,491 
Fruit . . . . . . . . . . . . . . . . . . . . . . . .  321,287 
Cereals . . . . . . . . . . . . . . . . . . . . .  7,470,529 
Other crops . . . . . . . . . . . . . . . . . . . . .  3,482,430 

Total crops and grass . . . . . . . . . . . . . . . .  28,850,006 
Rough grazings ... . . . . . . . . . . . . . . .  16,350,380 

Tolal in agricultural use . . . . . . . . . . . . . . .  45,200,386 

There are no figures available to show how much of the area un- 
accounted for is taken up  by urban development. 
Minister of Agricrrllere, answering a Question in the House of Commons 

November 21, 1951 
TREND OF INDUSTRIAL PROFITS IN U.K. 

An analysis of the accounts of 2,506 British companies gives the 
following comparison : 

(E MILLIONS) 
1950 1951 

Profits . . . . . . . . . . . . . . .  1,000 1,237 
Denreciation . . . . . . . . . . . .  139 158 

534 
116 
282 

1,263 
2,422 
2,587 

TaXeS . . . . . .  
Ordinary diiidends' . . . . . .  
Reserve allocations . . . . . .  
Issued ordinary capital ... 
Reserve totals . . . . . .  
Net working capital 

From Financial'Times,' 

... 
... 
... 
... 
... 

L0ndOn. 

316 
105 
223 

1,208 
2,012 
2,285 

November 10, 1951 
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Resourceful Japanese. Competition 
in ‘ India 

By PAUL TELCO 

Japan does nor offer niaclrinery-she offers complete factories 
- 

SINCE INDIA RECAME independent and 
set out on a programme of indus- 
trialisation her imports of Japanese 
machine-tools h a v e i n c r e a s e  d 
gradually buf steadily. largely at the 
expense of British exports. 

The main reason why British 
machine-tool manufacturers are los- 
ing their foothold lies in their failure 
to adjust their sales policies to suit 
the present situation i n  India. The 
reputation) of British machines is 
high. and generally, Indian buyers 
would prefer British plant if every- 
thing else were equal or nearly so. 
But everything else is far from being 
equal. 

Japan is quoting prices no West- 
ern countries can meet and they give 
much quicker deliveries. The Japan- 
ese make their offers irresislible by 
quoting for a complete service and 
selling. in fact. a guaranteed pro- 
duction and not a lot of miscellan- 
eous machines. 

Who are the Buyers’! 
To appreciate what this means 

one must first of all look at the 
army of prospective, industrial 
investors. -Who are hey? 

With,the exception of a relatively 
small number of established indus- 
trialists concentrated into a few large 
cities. they are absolute laymen from 
many walks of life. There are the 
ex-shopkeeper. refugees from Paki- 
stan. with the salvaged remnants of 
their fortunes, the landowners whose 

feudal incomes are being wiped out 
by land-reform ’ legislation, success- 
ful merchants with capital to spare 
for new ventures, members of over- 
crowded professions ready to risk 
their family savings, enterprisiig 
young men with an eye on Govern- 
ment loans and subsidies. All are 
looking hopefully to industry, all are 
eager to share in the prosperity 
which they are assured by a ceaseless 
Rood of speeches and articles will 
come to India through indusfrial- 
isation. 

These industrialists of the 
future, encouraged by the support 
the Government gives to new indus- 
trial ventures. look around, them- 
selves and decide that they would 
like to manufacture, say, umbrella 
ribs, caustic soda, hurricane lanterns 
or toy soldiers. Groping in the 
dark. they commence to broadcast 
their inquiries for suitable plant in 
vague terms io all corners of the 
earth. 

Britain’s Impatience 
Britain gets her share, and one 

can hear the impatient remark: 
“They simply don’t know what 
they want.” Of course they d o  not. 

But Japan will tell them: “ If you 
want to make sewing needles the 
minimum. economical quantity to 
produce is so many thousands of 
gross a month. To achieve this 
output you require such and such 
standard machines, power presses, 

From Letter frotn‘ Paul Telco. former Lighr hdusrries Adviser IO Govt. 
of rhe United Provinces. India. in Manchester Guordiad, December 3, 1951 
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vire straighteners, plating, polishing. 
and heat-treatment equipment. etc., 
as well as special-purpose machines 
for pointing, packaging, and so 
forth. Then you will need a number 
of specially designed press tools, jigs, 
fixtures, etc.. and all the auxiliary 

'toolroom equipment necessary for 
maintaining production." 

Japan will quote one price for the 
lot, to be supplied as a complete 
production unit ready. to operate. If 

i need be, they will send a man to 
supervise fhe installation and to 
train Indian labour. The prospective 
manufacturer will also be told exact- ' ly what raw. maferials he must 
secure, how. much floor spate he 
needs, how many horse-power energy 
will be needed to drive his plant. 

In the case of power stations and' 
,. textile mills, Brifain has for a long 

time reiognised the necessity of pro- 
viding complete installations. Today, 
if is equally important to export the ~ 

"engineering " for small i'ndustries. 
together with the plant. 

It is not use telling an Indian to 
employ a consulting engineer. 
India's small towns have no consult- 

ing engineers. The consultants in 
industrial towns, hundreds of miles 
away. are not versatile. enough to 
cope with the great variety of 
inquiries. , Nor could the small 
investor afford their c h a r g e  s. 
Further, even if. .an efficient engin- 
eer provided him with layouts and 
drawings of all necessary special 
tools and jigs, India's undeveloped 
tool-making capacity could not pro- 
duce them. To make a long story 
short. the order for the wood-screw 
maohines will go to the supplier who 
quotes for fhe complete wood-screw 
factory. 

British equipment. plus British 
engineering experience, if 0ffe.d for 
export, could stand up to Japanese 
compefition, even at non-competitive 
prices; thanks to the tremendous 
prestige. she still enjoys. But if 
Britain will confinue to offer only 
power presses, centre lathes. milling 
and drilling machines, then Japan 
with every advantage in her hands. 
and with her superior salesmanship, 
will consolidate her foothold in India 
(and I dare say in other similar 
markets), from 'where i t  will be 
difficult to dislodge her again. 

~ India: Cold. Climate for Capital 
By " ODYSSEUS ''.. 

I I GRANT YOU THAT THERE is virtually 
i no discrimination against foreign 

capital in India-it gets exactly the 
' same chilly treatment that is meted 

out to indigenous capital. But 
i whereas Indian industry has no 
' j  option but to put up with the stern 

remarks addressed to it in the i National Planning Commission's 
! report, and cannot escape the penal 
! legislation enacted against it in (tor 
i 
i From Earrern Econnmisr, IYe,iv D 

example) the Industries Develop- 
ment and Regulation Act. foreign 
investors. being under no such com- 
pulsion, prefer to keep their money 
outside India. 

Not only does the Government of 
India speak as if Private Enterprise 
were run by unsuccessful ne'er-do- 
wells and of state enterprise as 
though if had never lost and wasted 
an anna of the taxpayers' money. 

kllii. November 16 and 23. 1951 
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but it act~ally goes out of it way, to 
husfle out of the country some of 
the foreign capital already invested. 
here. Non-resident shareholders are 
now assumed to have world .incomes 
in the super-tax bracket and. their 
dividends are faxed on the highest 
scale unless they go to all the trouble 
of filling in forms and making declar- 
ations o€ their world income. By 
far the greater number of non-resi- 
dent shareholders are small invest- 
ors, and the expense and delay 
involved in reclaiming small sums 
are simply not worth their while. so 
that brokers are receiving substan- 
tial selling orders from overseas. 

First. let us note that if you bor- 
row from a foreign government. or 
an institufion like the World Bank, 
you are not getting risk capital, the 
sort of capital that is anxious to 
make a big profit but equally ready 
lo stand a big loss. A loan from a 
foreign government or bank is 
usually on, fixed terms of interest 

and repayment which lack adapta. 
bility to changing economic circum. 
stances and w8bich are therefore 
capable of becoming burdensome. 

Then there is the question 01 
'' strings." The Government 01 
India insists that fhere should be na 
strings attached to any borrowings 
from foreign governments. Bul 
there are only fwo considerations in 
a lender's mind, either (a) he hopes 
to make a profit, or (b) he wants tp 
place you under an obligation and 
thereby influence your actions. It 
follows that private risk capital is 
the only kind that has no plifical 
strings attached. A government 
does, not lend money for profit but 
for influence; the conditions of the 
loan need not be made explicit but 
they are understood well enough 
what they boil down to is roughly: 
"1'11 back you up if you back me 
up," which seems to me a reasonable 
mutual attitude. 

DO JAPANESE PRICES BENEFIT THE CONSUMER? 2 

Japanese-made goods now being offered in Commonwealth markets 
have been on view in London. They included a khaki.shirt which 
the maker sells for 6d., and towels at Is.  Sd. But what of the British 
manufacturer? And, more important still, what of the British consumer? 

Even if these goods get an import licence, there will be import 
duties sufficent to protect home manufacturers. This may comfort 
the'manufacturer and his employes.  But what of, the buyer? Where 
lies the duly of Government7 

From Editorial, Sundny Disporclr. London, September 16, 1951 

STERLING IS A BURDEN ON ITALY 
If the rigid attitude of British monetary authorities were relaxed - ,  

She formidable'difficulties that ihe E.P.U. is now encountering would be 
appreciably lessened. 

Devaluation led to unfavourable consequences for Italy, and caused 
her sterling'balances to  accumulate when the rate for export pounds 
became 1,750 lire instead of 2,320 lire. The balances are bound further 
to accumulate because the sierling bloc is unable to supply on com- 
petitive terms ,enough goods that Italy wants. 

What Italy needs is more readily obtainable in the dollar countries; 
as sterling*is inconvertible, the Italian sferling balances are sold at  a 
disagio. This is forcing Italy further into a creditor position with 
E.P.U. This would not'happen if the Italian exporter were not forced 
to accept sterling in payment as though sterling really were worth 
$2.80 to the f. 

C. Brescimi-Turroni. Bank of Rome chairman, Milan, November 21, 1951 

' 
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Looking into Russia's 
Living Standards 

ACCORDING TO SOVIET statistics the 
average annual wage was 4.100 
roubles in 1940, and should have 
reached 6,000 roubles by 1950. 'The 
growing secrecy has .meant that 
wage-rates have not recently been 
disclosed. 

Fragmentary evidence of, earnings 
in various occupafions only emphas- 
ise+ the wage-differentiation that has 
been deliberately introduced by 
Stalin to increase incenfives. Thus 
wages vary from 385 roubles a 
month for a nurse to several thous- 
ands a month for a shock worker in 
!ndustry. An unqualified metallurg- 
lcai engineer earns GOO roubles a 
month. 
SOVIET COMMODITY PRICES 

1951 
roubles 

While bread ... 2.7 per kg. 
Rye bread ... 1.7 ,. ,. 
Butter . _ _  ... 34.0 .. .. ' 

Sugar . . . ... 11.0 ,, ,, 
Meat .._ 13-28 .. .. 
Flour . , . ... 4.0 ,, ,. 
Potatoes ... 0.8 .. ,. 
Milk _ _ _  .,. 2.4-3.4 per litre 
Eggs, . _ _  ... 7.0 per dozen 
Mans suit :.. 600-1,200 
Shoes _.. . . . 220-475 
2-room Flat ... 60-90per month 

(11.2 roubles = El)  
Necessary Minimum 

From fhe price list above it 
would appear that a worker, his 
wife and two children living on 1,000 
roubles a month would have just 
enough for housing, food and the 
minimum clothing. This leaves very 
litfle for anything else (cigarettes. 
vodka, entertainment). 

Price lists. however, are mislead-, 
ing. Motor cars are cheap in Russia 
but.extremely scarce. Housing looks 
cheap (f5 7s. to f 8  Is. a month) 
but overcrowding makes compari- 
sons with the West look ridiculous. 
Consumption per Head 

Leaving wage data on one side, 
let us evaluate the -Russian standard 
of life by computing average con- 
sumption per head. 

In trying to catch up with fhe 
West, Soviet planners have all along 
put the emphasis on heavy industry. 
Textiles. for instance, have always 
been the Cinderellas of the Soviet 
economy . 

Consumption per head in the 
USSR in 1950 was half of that in 
the U.K. in cottons, one-eighth in 
wool. one-third in shoes, one-half. in 
butter, and one-half' in vegetable 
fats. In meat the USSR is still pay- 
ing the price of German slaughter- 
ings. Sugar consumption is over 2 
Ib. a month. however. 

Comparisons wifh other countries 
such as Italy or Spain. would show 
more favourably to the USSR. A 
Russian buys twice as many shoes 
as a Spaniard for instance. 
Progress, but Slow 

Looking back over the last five 
years, the Russian worker may fez1 
proud. of his achievemenf; he has 
made up the ravages of war. during 
which consumption levels fell to un- 
precedented depths. 

But looking back over the tbirfy- 
four years since the revolution, the 
pace of advance has been incom- 
parably slower than that of the 

, 

- From Economist. November 17, 1951 
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Soviet economy as a whole. The. 
Ru$sian worker has always been 
told to make one effoort, and 
Ohat ihen the emphasis would be 
shifted, to consumers' goods. 

He has made the effort-but was 
deprived Of the promised fruits in 
the thirties, first by growing inter- 
national tension and then by war. 
At the dawn of his mid-century. the 
situation.is not unlike that of 1937. .- 

Future of Road Haulage 
By GILBERT WALKER (Birmingham University) 

' THE AREA. OF PRIVATE enterprise in 
road transport can rapidly be en- 
larged by the simple and direct 
expedient of removing the 25-mile 
limit 'now imposed on public " A "  
camers by the Act of 1947. 

Competition' there will be be. 
tween small and large-how else is 
the re-established private hauler to 
win even that traffic for which he can 
offer the greater convenience? But 
the re-entrants, being on the whole 
in the smaller class, will not he able 
to achieve that low level of costs and 
hence of rates which (should) char- 

'acterize t h e  activities of the large 
organisation. Instead, they will con- 
centrate on the special services at 
the hikher rates and' be .under no 
serious temptation to invade the 
business OF cheap hulk transport by 
road. 

'The fact that one competitor will 
be privately owned, the oiher by the 
public, makes no djfference. Tf 
organization on the grand scale in 
road transport has the virtues which 
nationalizers press upon us, then 
those virtues should show them- 
selves in an economy of capital and 
effort sufficient to reduce the costs of 
the large Road Haulage Executive 
groups below the costs of the small 
private haulers. 

IF costs are cheapened, rates can 
be got down. If their rates are 
lower, .[hen public road transport 

From Lrrrer to The Times, 

need fear nothing from the reemer- 
gence of'private competition. And 
if road transport undertakings organ- 
ized on the large scale, whether 
publicly owned or not. do not have 
this advantage over their smaller 
competitors, what possible economic 
justification is,  there for ,retaining 
tliese mammoth concerns? . 

The acceptance of competition, in 
road transporf means that group anp 
district managers must be free. to 
quote competitive rates against out- 
side haulers while'continuing to act 
as clearing houses for all other 

I 
groups and thus retaining for the 
Executive the advantages of large-, 
scale operation.' , T h e  speed and 
success with' which the Executive; 
has been developed naiionwide have! 
uncovered unexpected resources of 
organizing ability in those whose; 
former .employment allowed inade., 
quate scope for the exercise of this' 
talent. .< 

They will now be given a. chance 
to use to the full, in the service of' 
the Executive. that enterprise andi 
initiative which were so marked (and! 
to some so unsettling) a characteris.; 
tic of the road haulage husinessi 
before nationalization.. The CUS; 
tomer, to his own advantage and: 
that of the public as a whole, will gel 
the best 06 both worlds-both thq 
economy and cheapness of the large 
and the greater convenience and the 
defailed service of the small. . i 

London. November 19, 1951 
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Tax Evasion in France 

'By HERBERT LUTHV 
Gaul is still divided imo three parts-two pares of ,which continue to be 

successful in paying little income taz 
FReNcH S ~ I E T Y  Is NOT divisible into . France is a land without income 
two halves, big business and the statistics because it is a land wbere 
individual toiler. as left-wing'simplic- books are not kept: only employees 
isfs would have us believe, but is on fixed salaries and corporations 
divided. in practically equal parts, owning modern heavy, industries are 
into (I) farmers, (2) salaried men of unable to hide tbeir income from the 
all categories including cabinet government. 'What the income tax 
ministers and (3) people "engaged does not yield is brought in by a 
in'business," of which last the vast cascade of indirect taxes which are 
majority are of. course not producers absorbed in higher prices, and hence 
but middlemen. are passed on to consumers. The 

result has been: 'wage index: 12; : The 6rst and third categories' 
thrive on scarcity, and inflation. the 
second is squeezed between the two The% two shocking figures need 
-from the working men UP to the ' some explanation. Has the average 
highest professional and govern- real wage. yhich was already 
mental employees all in the second abnormally low before World War 
group have been carrying the 11, really been halved since 1938? 
burden since the end of the. war. yes, 'if you consider the actual 
.De prevailing POfiCip of low wages money handed.over as wages. apart 
and high prim. rapld turnover and from all extras. No, if, all social 
exorbifant profits, work in the last. security benefits-family. allowances, 
analysis at their expense. Theentire old-age pensions, sick and hospital 
welfare policy of the Fourth Repub- insurance, 'etc.-are reckoned as 
lic has consisted exchsively of level- ' 8  indirect wages '' or '' social ye- 
ling wages and salaries within the muneration." "Social remuneration" 
second category ' to  provide relief now.makes up. 45 per cent. of the 
and other social services to those on tofal wage budget. 
a.marginal subsistence; taxes on the- Anyone whd has tried to find. his 
portionate share of this load. statistics knows what a state of hope- 

only career that opens UP a Pros- (his . new concept. The simple 
P W  of grater  well-being is buying question as to what the e 

,and selling. '' doing business," faire French indusnpal worker real ? 
des affaires. ' earns has become utterly unanswer- 

Taxable commercial income, when able. One grim estimate is that. in 
i .calculated in. terms .of stable cur- relation to 1938,,the nation's sum" 

rency, has sunk fo 50 per cent. of total of.direct and " indirecf " wages 
the 1936 level and the average tax has declined 5-10'per cent. while the 
rmipts  from each agricultural enter- labour force is somewhat greater 
prise i s .  4,000 francs, that is. just and the nvmber of working hours 
over.f4! ' has gone up sharply. 

of living index: 23, 

wage eamer carny a hugely dispro- way French wage and 

'. The natUI'd outcome is that the .jess confusion has been' created by 

6 
From '' Why 5,000,000 F r e n c h a m  vole Conuvnnisr." Conuncniary, New York. 

osoled in Socialist Conirnenlory. London. December, 1951 
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Also Worth Reading 
Some Aspects of the Papulation Problem in Java, Aastrolia~ Q~iurrerly. Sepre!?zber 

1951. Acute before the war, pressure on land is now even worse and Mal- 
thusian checks are operating to an increasing degree. 

Unemployment, Inflation and Economic Rigidity, by FRANCESCO COPPOLA DANNA. 
and Reply to Coppola DAnna, by ERIK LIJNDBERO, Baticaria. RO,,:~.  Augusl. 
1951 (in Italian). Coniinuation of Ihr argument, begun in the March n,umber 
of Bancario, whether Keynes’ Theory is a ’’ theory of depression ” or no!. 

German Points of View on the Schunian Plan, by MARTIN WIEBCL. Bancnrin, Romr, 

The Necessity of Reorganisation of the Iron and Steel Industry in Japan, Fuji 
Bunk Bellcrin, Tokyo. August. 1951 (In English). 

A General Survey of the Cement Industry In Japan, Fuji Bonk Bullerin. Tokyo. 
August, 1951. (In ,English). 

Finland‘s Trade with Different Countries, by PROF. A. E. TUDeER, Bank of Finland 
Monrhly Bullerin. Helsinki. Seprembcr-0cIoh.r. 1951. Finland depends almost 
emircly on forest products to pay far a wide range of imports; as supplier 
and buyer, Great Britain leads. (In English). 

Co-operafive Activity in Finland, by I .  RAHOLA, Bank of Finland Monrhly Bullerin, 
. . Helsinki, Scp~e,nber-Odobrr 1951. Finland has over 5,000 Co-ops, wikh a 

membership of 1,500,000 and a turnover running to 126,000 million markkaa 
(€200 million). (In English). 

The Treatment of Rent in Agricultural Cost Assessment, by 0. T. W. PnICe. 
Form Economist. Oxford, Vol. V I ,  No.  IO. The problem of how fo allow for 
true rent in crop costing, joint product valuation; land improvements and live- 
stock, written in a very clear and practical style. 

Labour Use on Farms in the Eastern Counties, 1938-49, by E. S. CLAYTON, Farm 
Economisr. Oxford Vol. V I .  NR. IO .  More Inciors. less men. per acre, is 
the trend, backed by figures from a sample survey. 

Trade Opportunities in Liberia for British Exporters, Board bf Trade Journal. 
London. November 24. 1951. 

Britain’s Oil Supply, Barcloys Bonk Rcvie,w. London, November, 1951. Coloured 
and colourful background to the Persian crisis. 

, T h e  Cast of Living Index, Borclays Bank Review. London. November. 1951. 
History-in-shor: of the Briiish index, and a criticism of what a Cost of Living 
Index.is supposed to do.” 

Trade and Industry-Some Current Problems. Nnrionol Provincial Bank Revkw.. 
London. Novetnher 1951. By H. G. HODOER. A masterly summary. 

Report on Slow Turn-Round of Shipping, Review. Inslirnrc of Public Affairs. 
’ Vicloria. Ausrraliu, September-Oclobcr 1951. This report applies particularly 

to Australia, but affords lessons to other countries with a similar problem. 
Shares for the Workers, Economisr. London. Novenzher 17, 1951. A succinct 

criticism of co-partnership schemes. 
Textile Trends, Conimerciol LeIIer. Canadian .Bonk of Cownierce. Toronro. 

Ocrober. 1951. Production and consumpiion of fibres and cloths in Canada 
1926-50. 

The Canadian Scene, Business Review. Bank of Monrrcal. ‘November 22. 1951. 
Details of the new Old-Age Pcnsian schemes in Canadi. 

Clearing Bank Holdings of Public Debt. Landon.pd Cambridge Economic Service 
Bullerin. London. November 1951. A statistical review of Discounts and 
Investments from 1930 to 1950. ’Tublic debt rose from one-quarter to  one- 
third of bank deposits in the thirties, from one-third to two-thirds during .the 
war, and has fallen to about half. . . . . Much the larger part of banking 
orerations over t h e  past decade has consisted in the creation of deposits again~i 
government debt.” 

World Commodity Survey, by C F. CARmn. London ond Cambridge Economic 
Service Ballerin, London. November, 1951. In addition to statistids of world 
production. consumption stocks and prices, this article describes ihc principal 
sources of information which have been used in their preparation. 

. Aogml. 1951 (in Italian). 

. 
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Rope Making: An Ancient Industr)’; Weslminsrer Bank Rpview. London, Movcmber 

Post-War Achievements of the North-West Region, Board of Trade Journal. London, 
’ Decenther I ,  1951. Lancashire, Chcshire and part of Derbyshire have only 

34 per cent. of Britain’s land area, but employ 14 per ccnt. of .its insured 
workers. This article gives an  up-to-date description of the many industries 
(textiles arc the chief, but not the only, industry) in this busy hive. 

E.C.A. Programme to Assist Small Business, Tl,;ny-iiimlt Repor1 of llie Economic 
CO-operorio,~ AdmimwaI<on, Wasltinglon. October 26, 1951. In order that small 
firms as well as the giants should participstc in the procurement orders of the 
foreign assistance programmes, a system of information and techniyal aid offices 
have ensured that one-fifth of goods Sent overseas by E.C.A. are from the 
small man. 

Agricultural lncome in’ Egypt, Economic Bullclin. Nbrional Bank of Egypl, Cairo, 
Vol .  I V .  No. 3. 1951. A comparison of lofal farm income i n  the post-war 
years lo 1949. Increase in field crops (particularly cotton) is the 0uIstanding 
feature. (In English). 

Prospects for Trade in Raw Cotton, The Times Revie,w of Iridtislry. London. 
, Dcccnthcr. 1951. Obstacles to handing over buying lo private traders-will 

spinners be prepared to take the risks of price fluctuations which mud  occur 
during the handing-ovcr period? 

India’s National Income. The Times Review of Indssrry. London, December 1951. 
in 1948-9 it was estimated at Rs. 8.710 crores (one crore ( I O  million)=f750,000). 
which for the population of 341 million gives Rs. 255 per head, or abaut 
f19. 

Exploitation of Natural Gas in Italy, The Timcs Review of Indosrry. London. 
Drcemher. 1951. Since 1941, plans have been going ahead lo pipe methane from 
fields in the Piacenza area near Milan to the whole of Northern Italy. 

The Growth of Industry on Trading Estates. 1920-39. with Special Reference to 
Slough Trading Estate, by G :  R. ALLEN. Oxford Economic Papers. Oxford. 
Ocroher 1951. Contains some inleresling figures on mortality rates of businesses 
grouped according to kind of product. The rates are very high-usually over 
50 per cent. of the number of new firms setting up on the Estate. 

Balances in Reverse, Monlhly Setnmary, National Bank of Attslralasia, Melbourne. 
Nove,nhcr 12, 1951. Large falls in Australia’s foreign currency reserves are not 
causing commercial trouble yei, but in case further falls do, the remedy is not 
restriction, nor appeals for dollar capital. but domestic development with 
available resources. 

Defence Metal Conservation and Substitution, Mining Joamal. London, November 
23. 1951. By K. P. HARTEN (German lron’and Steel Institute). A less con- 

’ servative approach by Users to ihe great variety of new alloys, more painstaking 
design, more careful grading of returned scrap-these are the answers to the 
metals shortage. 

1951. 

Agriculture accounts for 48 per cent. 

.New Books Reviewed. 
Apricrrlrural Death Duries. by W .  Wnlkcr Walson. The‘ Cormlry Gert~/?ircn’,s 

Association, Lrd.. Londoir 10s. 6d. 
This book states a case. It sets out 

to show that death dulies are system- 
atically destroying the British landed 
esfates. It goes further than this. how- 
ever, in  suggesting a series of reforms: 
1 .  Agricultural property should be 
regarded as a fixed asset in probate-value 
ralher than a current, disposeble asset. 
2: Agricultural land should be regarded 
as “ o n  eslale by itself,” and not aggre- 
gated. 3. Assurance against death duties 
should be exempted so that the policy 
4 - 

moneys should not attract full duly. 4. 
Agricultural siate companies should be 
enabled to take advantage of the 45 per 
cent. abatement available to agricultural 
Property generally. 5. The tax law 
regarding trusts and settlements should 
be altered so thai illmost confiscatory 
rates of taxation do not bear heavily on 
them at once. but are spread over the 
actuarial life-expectation of the receiver. 
The book contains a very able summary 
Of the system of levying death duties. 
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social Choice and !Individual Values,’ by Kennelh 3. Arrow. Jolm WiLey & Sons, 
New York $2.50, Chapman and Hall.  London. 20s. 

An analysis carried out under the aus- general standards of equity. We may 
pices of the Cowles Commission in .refer lo the former as his tastes. the: 
Economic Research at Michigan Univer- latter as his values. An individual with 
sity. It attempts by means of a simple aesthetic feelings certainly derives pleas-; 
mathematical me!hodology. to evdluate ure from his neighbour’s having a well. 
the roots of the choice both of indivtd- tended lawn. Under a free-market 
uals and of groups--choice of goods, of system, such feelings play no direct rfl’! 
income, of economic atmosphere and of in social choice; yet psychologically hey, 
political background. differ only s l i gh t l~  from the pleasure in 

The point is made that “there will be one’s own lawn. 
a-difference between the ordering of This is a very exhaustive book, well. 
social slates according to the direct con- documented and extremely concise. It’ 
sump!ion of the individual, and the’ is not, however, a book for +e general 
ordcrrng when the individual adds his reader at all. 
The Loa, of Fnmdonr as the Remedy for War ond Poverly, by Etnil Korner,i 

Williums wid Norgolc, London, TWO Vols., f1 .B.  
This monumcntal work covers so wide employers and workers to foim cartels. 

a field Ulat lo criticise it in detail would As for the role of the State--”If by1 
be too easy and too iedious. Furnishcd any chance the State and ihe individual! 
with quotations from the widest range are both incom2etent . . . it is obviously 
of economic and philosophic writers, with better for ihe community to throw the’ 
eight . long digressions, and copious burden of failure on to the individual; 
notes. it is .a compendium of kngwledge than to be responsiblc itself.” And as: 
applied to the formulation of the Law for currency, the author exposes the’ 
of ‘Freedom. The .maxim (“do as you Cold Standard as based on vain hopes 
would be done by”.) on which the +w for ,  stability, and proposes a currency 
is formulated leads the writer into based an llnskilled labour-time. 
strange paths however-for instance that T,he style of the translation isgbrcezf 
“Uneniployment is no problem a1 all,“ and the make-up of ihe book is brighl 
since reduction of working hours will and open. despite its rather forbidding 
solve it. complexity. As an attempt to reconsidcr 

The .author denies. the, sovereignty of laisser-faire economics, it is useful; bul 
the consumer with great vehemence, and not only has the author bitten off mon 
cbmes.down heavily on the side of the than most pcople could chew, but many 
producer as ‘ihe individual entitled to of ihe , conclusions are based aq 
’’ fair prices.” He therefore envisagcs asseveration rather than extendrd 
wilhin his free.economy cqbal rights of reasoning. 
The Mer?opolila,i Orgorziznrion of Brillsh Colonial Trade by Kathleen Siahl. Fabq 

arganisaiions. in London. Do we reall!, 
and Comparative Studies. edited by necd to be told that the executive corn‘ 
Margery Perham of Nuffirld College. mittee, of the West lndia Committee U 
The sub-title i s  Four Regional Studies,’ London is larae and reoresentalive. thal 
and the four regions are West Indies, 
Malaya, Ceylon (which has meantime 
slipped out of the colonial category) and 
East Africa. The virtue of the book is 
that it records in great detail thc facts 
of the industrial, commercial and to 
some exicnt the political structure of each 
of the regions, and breaks ncw ground 
in describing in equal detail the London 
commercial interests and their. organisa- 
tion. The book is therefore a useful 
reference work, Its defect-its glaring 
defect-is that the author is absurdly 
undiscriminating in what she places on 
record especially when she is dealing with 

and Fnber. Ltd.. London 251- , 
This book is in the series on Colonial 

i t  meets once month i n d  provides thi 
Committee’s driving ‘force? Or that thi, 
position of secretary is importan 
because he has day to day control d 
ihe Committee’s affairs, etc.? Or .th? 
‘the sugar industry in the West Indm 
consists of growing the suwr  cane an4 
by extraction of sucrose from the ca~l 
stnlks and the removal of impurities, t$ 
manufacturing from ii of raw sugar’\ 
Similar quotations could be made froq 

.each section. This kind of padding ii 
a study subsidised by a grant from t4 
Oxford University Higher Studies ,FUN 
is not good enough. 
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