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How Just is Direct Taxation? 
BY PROFESSOR MoroKnzu KIMURA (HITOTSUBASHI ACADEMY, TOKYO) . .  

PRINCIPLES of taxation. to a large 
extent, are the product of philc- 
sophy. social and political. Con- 
sideration of them is not part of 
empirical science, but of meta- 
physical enquiry. 

Many modern writers, for instance. 
seem to have accepted the “ability 
to pay ” principle, but many different 
methods of measuring “ ability ” 
have been presented in theory and in 
practice. If, for example, the solidity 
of income sources is to be taken into 
account, the earned income from 
labour must have much less.“ability” 
[han the unearned income from. say. 
land does. But if continuity of in- 
come be the criterion. the “un-  
earned ” income arising from a tem- 
porary success in a vicissitudinous 
trade will properly be thought to 
bcar a .lesser tax burden than con- 
tinuously earned income from 
labour. 

If these examples are not persua- 
sive enough to show the difficulty in 
estimating ability to pay, we can 
mention the example (of much prac- 
tical importance) of the case where 
a heavy tax burden tends to impair 
the diligence of the well-to-do people 
to such an extent as to prevent the 
desired fornmation of national capital. 
What will then take place? . Some 
writers say that the ability principle 

must concede then to practical neces- 
sities-“ expediency.” or “ least cost 
of collection.” Others even wish to 
he so true to the ability principle 
that they say that those who d o  not 
consume hut save their income. 
should be considered comparatively 
ic.w nb:e to bear taxes .than those 
who consume. 

Power of Ideals 
Tax ideals have exerted a far- 

reaching influence on the actual 
formation of tax systems. and at the 
same time both the ideals and.the 
systems react upon one another. 

There can ‘be no doubt that the 
ratio of direct tax revenue to indirect 
tax revenue, other things being 
equal, should be taken as a decisive 
factor in the valuation of a tax 
system as a whole. Professor Shoup. 
in his Report onJapanese Taxation. 
says: “The ratio of direct to indirect 
tax revenue is a rough indication of 
the extent to which the people are 
conscious of their tax obligations. I t  
also usually shows whether the 
system as a whole is reasonably 
fitted to individual’s differing degrees 
of ability to pay.” 

But is it always true that indirect 
taxes d o  not accord with the ability 
principle? And are direct taxes 
everywhere true to it? 
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But the will to carry out this pro- of inspection. particularly of capital 
gramme, and the possibility of gains and dividends. Voluntary 
succceding in it. are two different compliance is a lofty ideal, but it 
t h i n s .  olaces a strain on taxoavers’ honestv. 

filled : - of compulsory auditing systems. ate 
I .  , Exact computation of real in- necessary. These are, however, part 

comes and properties. Where husi- of the -general development of 
ness management and housekeeping capitalism. 
are co-existent (as in a domestic 6, The tax collecting organisation 
Production system Or in farming) nlust be efficient, or anomalies will 
this V Y  he impossible. TO destroy the appearance of justice. 
the produced goods which are con- I .  The scales of progression, the sunied at home may be arbitrary. schedu!es of allowances, must he 

2. ’ In  order to exempt minimunl 
costs of living from taxation, there 

be a high level of national in- 8. Taxes niust be integrated: the 
and great inequalities of relation between central and local 

Direct taxes are “ jus t ”  only in 
their context-the later stages of 

re‘ative‘y just’ 

... ALSO WORTH READlNG ... 
Direct verstis lndirecr Taxarion, by 
pro,essor Car,sten Welinder, 

4. ’ Unless collected at source. Stockhdrn, J d y ,  ,1952 (in English). 
. . . . , , . . . . . . , . . . . . . . . . , . . . . . . . . . . . . . . . . 

worked out with very great care. 

wealth. If all people were equally taxation. and the problem of double 
wealthy, a progressive tax would be taxation* be ‘Onsidered. 
identical with a proportional tax. 

! 
j 3 ,  T~~ number of taxpayers 
i be restricted. Real income cannot capitalism. And they can only be 

be computed without complicated 
allowances for interest on debts. de- 

b preciation on stocks, etc. If the 
~ number Of taxpayers is beyond a 

certain narrow limit. collection costs 
$vii1 exceed lax yield a t  the margin. ter/y Review,  Ska,tdjila,jiska Eanke,~, 

self-assessment requires some kind ... . 
-- I 

RETIREMENT AT 60 GOES UACK TO ‘THE INCAS 

! 
! 

[ 
Why do we lake it far granted thai u’e shall be forcibly retired from 

work at the age of 65. or. as i s  actually done in some organisations. at 60? 
The origin of this idea in modern socicty is not entirely clear. but in any 
case it is a totalitarian. undemocratic. “statist concept. best fitted to the 
rigid social structure of the Incas. who thousands of years ago established 
a Axed age-scheme. From 8 to I6 the Inca was a boy playing: from 16 
lo 20 he was a coca-picker; from 20 to 25 he was a worker: from 25 to 5 0  
hc was the head of a family and a taxpayer: from SO to 60 hc grew old, 
and after 60 he was “ a n  old man sleeping.” 

Murrirr Gembcrr, in New Yo,$ Times, Ju ly  27. 1952 

, 

’ .  
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Freedom. for London's . .  Forward Exchange Market 
How if works. mid whether if lielps 

OF 25 firms of brokers operating in 
the London foreign exchange market 
in 1939, only three, who also trans- 
acted other business, were still active 
in 1950. T h i y  were joined by a 
fourth firm soon after October, 1950. 
when a very limited amount of free- 
dom in dealing was restored as a 
result of the decision of the Cana- 
dian Government to allow exchange 
rates for the Canadian dollar to be 
determined i n  world markets. 

The London foreign exchange 
market was re-opened in December, 
1951. though under continued re- 

the official buyink or selling rates. 
They may deal in foreign currencies 
with other authorised banks in the 
scheduled territories (that is, the 
sterling area), and also, for most im- 
portant currencies, with banks in the 
country or monetary area concerned 
against sterling to be paid to or from 
an appropriate account of that coun- 
try: for instance, they may deal with 
banks in France in French francs 
against sterling to be paid.10 or from 
a French account as defined under 
the British exchange.control regula- 
tions. 

strictions and subject to close limita- 
tions. In particular. foreign currency Do+ " a " ~ '  
transactions by residents . i n  the dealings in Canadian or American 
United Kingdom must still be related dollars may be conducted with banks 
to hona fide trade or other approved iil either Canada or the ,United 
current operations, although as be- States, as the two dollars have been 
fore special permission Illay occ? made in effect mutually convertible. 
sionally be given for capital move- Mofeover, dealings in Canadian 
ments. 'The whole system of ex- agalnst American dollars, or vice 
change control regulation, with. its versa. may be conducted in any 

in operation. tions possible in'these cuirencies. 
The banks . do not deliberately 

market took the form of permission . take up speculative positions, the 
to the authorised banks. numbering very purpose of inter-bank trans- 
108. to deal in the currencies con- actions at fluctuating rates being to 
cerned. with their customers and .marry the aggregates of, buying and 
with each other, at market rates, pro- selling orders to be carried out on 
vided that the spot rates were kept each particular date. In practice for- 
within the limits set by the oficial ward transactions on behalf of cus- 
buying and selling quotations. tomers of the banks are so.riunierous 

No longer are individual banks and so varied as to amount and date 
required to cover their positions in that it is not always possible for the 
each currency with the Bank of banks either.to marry the operations 
England at the end of each day, exactly or to obtain cover in the 
although they may still have recourse market for the precise date, or per. 
to the Bank for spot transactions at haps even amounts of the tranp.1 

various groups of sterling. remains centre, thus making a r b i p s  opera- 

The act of re-establishing an open 

i From '' Excliflriye Corzrrol : m i  the Forrigti Exchnngh Marker." ! 
Midlmid E m k  Review, London,  Aug#,st. 1952 
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action. It may sometimes be neces- 
sary 'to cover a forward sale of 
currency by a purchase of spot 
currency. 

I n  a market that was entirely free, 
professional investment and perhaps 
some speculation in foreign curren- 
cies would step in whenever forward 
transactions in the ordinary course 
of trade were heavily unbalanced 
one way or the other. thus tending to 
restore equilibrium; in the absence 
of this, however, it is possible that 
the hanks might have to make more 
frequent use of spot cover against 
net forward commitments. Accord- 
ingly, a quota for such holdings has 
been agreed between each hank and 
the Bank of England. 

No official statement has been 
made as to the determining argu- 
ments that led to the re-opening of 
the market. although the Minister 
for Economic Affairs, when asked if  
it was intended as a preliminary to 
restoring convertibility of sterling for 
current transactions. replied: I' An 
active foreign exchange market in  
London will clearly be necessary 
when it ultimately becomes possible 
to restore the convertibility of sterl- 
ing." and reminded the questioner 
that that was '' one of the long-term 
3ims of sterling area policy." 

Significance 
Meanwhile the new arrangements 

give the market the opportunity of 
refurbishing its machinery, establish- 
ing the necessary contacts at home 
and overseas, and resuming the prac- 
tice of a complex technical skill. At 
the same time the degree of oficial 
control deemed by the authorities to 
be necessary and adequate in their 
view of Britain's international posi- 
tion and commitments is maintained. 

Compared with prewar condi- 
tions, many restrictions are still 

EXCHANGE MARKET 38 I 

operative. The  function of the Ex- 
change Equalisation Account, which 
is managed by the Bank of England. 
is also different from f ia t  which it 
performed before the war. Then it 
was concerned to smooth out the 
more violent fluctuations in ex- 
change rates, particularly under the 
impact of an inflow or outflow of 

hot " money, without pegging them 
at any particular figures. 

Now its more passive function is 
to keep spot rates within the limits 
set in conformity with the rules of 
the International Monetary Fund, by 
holding itself ready to buy or sell 
unlimited amounts of foreign curren- 
cies at the respective limits. Never- 
theless. it is possible that the 
Account may still intervene in the 
spot market well wifhin the limits. or 
even in the forward market-for 
which no official quotations are'laid 
down-to counteract trends which it 
considers undesirable in the circum- 
stances of the moment. 

It is doubtful how far. under 
present conditions of regulated im- 
ports and restricted, if not sus- 
pended, commodity markets, the 
flu$!yations in exchange rates taking 

,,place under the new arrangements 
affect the course of the ba!ance of 
payments-how far, for instance. in 
accordance with the theory of the 
price mechanism, a weakening of 
sterling in terms of other currencies 
tends to deter imports and promote 
exports. 

But some small contribution at 
least to the strengthening of the 
balance of payments can be claimed 
to have resulted from the re-opening 
of the foreign exchange market, in 
that it has provided the opportunity 
of earning added profit from abroad 
in the transaction of business in 
what is still the world's principal 
financial centre. 
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Evolution of Modern Loans Market 
BY CHARLES R. STAHL 

Thr dcsp~rafe search for long-term stability has restilted in riiairy a twi.st 
to the terms of issrre 

THERE is ample legislation concern- tnent in stable value or other “c!assi- 
ing the selection of  securities sulli- cai” safeguards oRer no protection. 
ciently safe for the investment of in countries with a sound 
trust monies-and many regulations economy and Inorale and 
which tie trustees lo certain classes a cotnpardtive currency, as in 
of bonds. Switzeriand and the United States, 

Yet volumes could he filled with inflation erodes the value of the 
the disappointing experiences of the capital lent and the interest. 
holders of such bonds. Revalorisa- 
tion of currencies being extremely Classical Safeguards 
rare, the subscriber to debentures in one of the safeguards against the 
search of an investment can at hest of devaluation. one that can 
expect to receive the stipulated in- be ternled ‘1 class;cai;g was the gold 
terests at the appointed time and to in i ts  forms. scarceis 
recover. after the lapse of a number any other safeguard has 
of years. his capital in full, unless he greater. expectations, scarcely any 
rather chooses to sell. after a certain other has proved itself less 
time. his debentures without 10:s or recall the instances of 
even with a small profit: substantial the old ~~~~~i~~ and ~~~~~~i~~ 
profits hardly can be anticipated in loans. the British ‘* gilt-edged 9- 

the nature of things. secilrities. and the second loan of the 
On the other hand, innumerable Belgian Congo in 1901. and also the 

dangers menace his capital. and it fact that after 1933 the United 
makes little difference whether. the States has done away with. the gold 
debtor i s  a State. a State institution,. clause. 
or a private enterprise. Another safeguard against the 

currency, such eRms of a possih!e currency decay. 
as experienced repeatedly in G ~ ~ .  equa!ly “ cIass!caI.” hut still prac- 
many and ~ ~ ~ ; ~ i ~  and at  least tised. is thc allernative granted the 
by other States. has deprived numer- creditor to demand payment in 
ous people of their savings. Insol- either. of two currencies. 
vency or the dehtor’s unwillingness A ciause of this.kind has been in- 
to.pay. political upheavals. economic c!uded also in the. three South 
crises. enforced conversion into African loans (Anglo-American 
securities hearing less or no interest. 1950. Union of .South Africa 1952. 
and ‘other events altnost impossible Ofsit 1952) for. which subscription 
l o .  foresee result .in heavy losses was invited in Switzerland. In all  
against. which, according to experi- these three cases the bearers of the 
ence.’. clauses providing for repay- debentures are entitled to demand. 

The collapse oi 

. .  
From Sortrh Africnn Finnncinl N e w  and Tim?$, J ~ i i ~ ~ i , ~ ~ , s l ~ , , ~ ~ , ’ ~ J , , l ~  . .  23, 1952 
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subject to certain conditions, pay- 
ment of interest and capital in South 
African currency instead of Swiss 
francs on the basis of a fixed rate of 
exchange of € 1  12s. 7d. for Sfr. 20. 
Grain Standards 

During the period of the worst 
inflation in Germany in the early 
1920s a plan took shape to base 
ilebentures “of stable value” on a 
basis other than gold. The first basis 
chosen was rye, first in Oldenburg 
and soon thereafter iii Berlin. Suc- 
cessively, wheat, timber, coal, pot- 
ash. even electricity served as index 
bises for performance and counter- 
performance, though only in excep- 
tional cases the goods or perforrn- 
ances were actually ‘supplied. 

Recently the French State-owned 
railways reverted to this idea in 
December, 1951, invited subscription 
for a 4 per cent redemption loan in 
the form of kilometre vouchers with 
four draws annually. Five milliard 
French francs of this loan were 
placed immediately without any 
difliculty hccause lenders are aware 
of the vast gold hoards in that 
country. 

A different form of security 
against the possibility of a collapse 
of the currency was embodied in the 
Swedish rea!-value loan issued by 
the Kooperative Forbundet, the co- 
ordinating organization of the 
Swedish co-operatives, in November, 
1951. The loan was one of 100 mil- 
lion krone to fall due alter twenty 
years. bearing threc per cent. interest 
and offered at  par. The pcculiarlty 
of this loan consists in the prov:s:on 
that it will be redeemed in 1972 at  a 
rate determined by thc oRcial cost- 
of-living index if the purchacing 
power of money by then will have 
decieayed. The balance. however. is 
limited in a maximum of fifty p ~ r  
cent. of the nominal value. 

Output Standards 
An interesting experiment in con- 

necting interest return and repay- 
ment premium with the productivity 
of the enterprise requiring the loan 
was made in February this year by 
the Charbonnages d e  France which 
issued a “productivity loan” guaran- 
teed by the State. The loan is not 
terminable by the debtor and is con- 
tracted for fifteen ‘years: the normal 
rate of interest is five per cent., but 
is increased with every 100 kilo- 
grams of the average daily output of 
the underground worker. to be ascer- 
tained and announced by the Office 
of Statistics. 

The basis is the average perform- 
ance of 1951. and the rate of interest 
rises by + per cent. for every 100 
kilograms additional output. Repay- 
ments will be made at  the nominal 
value plus a premium of ten per 
cent. for each kilogram of additional 
daily output on the average of the 
years 1953 to 1959 as compared to 
1951. Moreover, the bearer is en- 
titled to claim repayment at par after 
three years (1955) or after six years 
(1958) at 105 per cent. 
“Aversion ” Loans ? 

In recent times two loans, the 
success of which had been widely 
anticipated, failed to meet with the 
expected response. These were not 
novel types of loans. They were the 
three per cent. Swiss Federal lam in 
April, 1952, and the ‘loan of the 
British Electricity Authority, the 
central o:gan of the British national- 
ized electricity industry. in April. 
1952. 

The unsatisfactory response to 
these two loans may he explained by 
the saturation of the market with 
securities hearing fixed interest rates. 

A very popular method of meeting 
this aversion against fixed rates of 
interest is the convertible o r  change- 
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able loan t6e debentures af which 
can, if the hearer so desires, be con- 
verted, generally within a period 
fixed in advance. under certain con- 
ditions into shares of the company. 
Loans of this type exist almost 
everywhere. In the United States 
they are decidedly popular in the 
form of Convertible Loan Stocks. 
The French Finance Bill prepares 
the way for facilitating in various 
ways the issue of such debentures 
convertible into shares. 

Non-interest-bearing loans are the 
" baby bonds " issued in July. 1951. 
by the German Federal Republic. 
These Treasury premium bonds 
were issued in divisions of ten mark 
for a total of fifty million DM, and 
were obtainable,at any bank, savings 
bank or post office. Repayment is 
proposed at par on September 1st. 
1956. Until then draws are made 
every quarter, at which the bearers 
OF 270 tickets receive a total of DM 
625.000. 

BRITAIN'S FOREIGN INVESTMENTS: 1934: 1949 and 1950 ' 

The following table gives the nominal capital values of investments in 
overseas countries held t y  British persons and instilutinnr; note that these 
figures are not market values. and that conversion into sterling has teen 
taken by m a n s  of rates ruling 1 1  the end of !he year concerned:- . 

(f millions) . . . 
19?R 1949 1950 

Commonwealth countries ... _ _ _  1.998 1.133 1,134 
Foreign countries ' ... ,.. ... 1.422 775 7s I 

I34 Unclassifiable . . . . , . , . 126 

f3.545 €2.038 f2.020 

. .  

- 131 .- - 
__ __ __ 

Norer. 
1. Totals arc rounded. 
2. Investment in East. Central and South Africa rose t y  €22 million 

during 1950. lnvertmcn! in the Far East remained steady. I t  is 
in New Zealand, Australia and Canada that invc~tment dropped 
-by 3 total of €27 million. 
Among the foreign countries. U.S.A. shows a rise o f ' f 9  million in  
British investment: but South America sho,ms a steep decline. 
particularly Brazil ( f l 5  million less), during 1950. Investment in 
European countries (€174 million. or eight per cent of total) 
remiins steady. 

*' Unirrd Kinzdom Ovcrsenr lnvexrm?nr.~, 1949 rrnd 1950," 
Bank of b i y l m d .  1952 

3. 
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1 Sterling Area to 1950: An American Analysis 

Even before ihe Firsi World War, the members of what is now the Sterling 
Area were all using the Briiish pound as cotnmon currency for ihe seitle- 
meni of iniernational accounis. The small uniounis of other currencies 
received went to London: gold and other currencies required for payments 
came from London. Wiih a gold standard and free convertibility of the 
pound. this was no monetary policy. but merely banking convenience. In 
i931. when'the pound was divorced from gold and became a managed 
currency, these countries had to make a decision: should ihey stick io the 
pound, to gold. or to the dollar, or should they manage their own currency? 
The Cornnionwcalth (bar Canada) stayed with London, as did Egypt. Iraq. 

Laier arriva1.s were Scandinavia. Iran 
and Japan: then Argentina, ,Urugua.v, Yugoslavia and Greece. 

Sterling A r e a  T o d a y  

, Portugal, and the Baltic countries. 

Tile present Sterling Area is made tion to build up stocks held by its 
up of the countries which held to- own Reserve Bank. Control exer- 
gether when the issues to be faced cised by the various members of the 
were those of war instead of peace. Area over their hard currency spend- 
The central banks of the Overseas ing was uneven, but the credit 
Sterling Area, in return for certain afforded to Britain for purchase of 
assurances with regard to the meet- war supplies made an important con- 
ing of their own needs, sold percent- tribution to the whole war economy 
ages of their hard currmcy earnings of the Commonwealth. This was the 
to the Bank of England-earnings origin of the sterling ba!ances which 
from rubber. tin. worl. jute, tea. enabled Britain to raise about f3.000 
sisal. cocoa. Later there were size- million. 
able earnings from American troop The end of the war meant no end 

in from South Africa and Australia. ~ ~ ~ ~ l i ~ ~  Area, and so the sterling 
But the gold inflow was less than .4"iea,5tself. with minor resignations 

expected: it was just enough to offset an$additions, remains to this day on 
drawings from the pool. South a ,Sihilar basis of currency and 
Africa was using her surplus produc- banking procedure. 

sP^"din!3. NeWlY-mined gold flowed of the economic difficulties of the 

Sterling A r e a  and Economic Stability 

Sterling Area spokesnien have national basis to combat depressions 
taken a lead in urging the need for and contribute to the maintenance of 
action on the broadest possible inter- full employment. The reason for this 

ira?::: I' The Sierling Area:  An  American Anoly.si5:' prepared under rlte direcrim 0, 
Dr. 30hn M. Cnssels. E.C.A. Mission IO rhr U.K.. Lotnbn. r e l m e d  A e ~ w  8. 1951 

. ,  
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is not ditlicult to understand. In the 
economies of most of these countries 
external trade is of vital importance. 

The .United Kingdom is often 
cited as an extreme example of the 
consequences of specialisation; but 
in fact a far greater dependence on 
trade is found in many of the over- 
seas Area&ountries. Even in India 
and Pakistan (the most self-suiTicient 
members) trade is more important in 
national income than in the case of 
the U.S.A. In 1919 Britain’s external 
trade had a value equal to 18 per 
cent of her national income. Per- 
centages in other member-countries 
were: India 7. Pakistan 7, Australia 
25, Ireland 27. New Zealand 29. S .  
Africa 36, Ceylon 42. Malaya 53, 
S. Rhodesia 66. 

The prosperity of each depends 
greatly on the prosperity of the 
others: and each is vulnerable in dif- 
ferent degrees to a fall in demand 
elsewhere in the world. . . 

Protecfiun from Foe-and Friend 
All a’re trying to diversify produc- 

tion. Protective tariffs have been set 
up. and these are even applied 
against fellow-members. Even for 
!he largest of these countries. any. 
thing like comp!ete self-su!liciency is 
Out of the question. and the losses in 
economic eficiency w!iich. would be 
incurred by pushing very far in this 
direction wou:d he extremely high. 

Much more realistic has been their 
policy of accepting a considerable 
amount of interdependence with 
their fellow-members, while attempt- 
ing to lessen the dependence of the 
group as a whole on outside coun- 
tries. 

.The Sterling Area has certain 
advantages in the fight against de- 
pression. Some of the’most import- 
a n t  measures can be’ taken only by 
governments. If co-operation on 
economic matters is necessary. it is 

The term “Sterling Area” was 
/ir.st used olficially on July 11. 1940. 
in Slatritory Rules and Orders issued 
nnder U . K .  Defence Regu1at:ons. A 
quarter of rhe world’s population 
lives .in the Area. and its members 
are rcsponsible together for a yuartcr 
of the world’s internatiunal trade. 
The Area stretclies tltruuglz 111ost 
climatic and geological regiomof. t/le 
world. bur in many rhings it is f a  
/ruin .selJ-.str~cient: though it pro- 
duces all the world supply of jute 
and mica. it is short of newsprint 
and woodpulp from softwood 
forests. It has io import refiiied 
petroleunt, cutton and tobacco in 
large qrrantities. I t  is not self-srrfli- 
cicnt in grain. nteat or wgetable oi1.s. 

easi& lo m a n g e  between govern- 
ments who normally work‘ together 
on poljtical matters. I f -  these 
measures limit freedom of trade, 
there will of course be a sacrifice of 
efficiency; but in the interest of 
stability. nations may count such 
losses as necessary costs. 

Pi.ot?ction fruni America 
It is the belief of the Sterling A i m  

countries that tradhg among them- 
selves makes them less vulnerable to 
business cycle fluctuations. I n  par- 
ticular they wish to be insulated 
from depressions. in the United 
States. 

The lessons af 1929. 1937 and 
1948 have been learnt. Imports in 
depression have dec!ined as much a? 
81 per cent in value from the over- 
seas Area during such times. But the 
effects have varied: in each period 
of depwssion the valui .of British 
exports fell mainly because the 
vo!ume fell, while the value of ex- 
ports from the overseas members fell 
mainly because prices fell. 

- 
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Wool may be taken as an extreme that raw material prices are elastic, 
example. The value of US.  wool supply inelastic; whereas for the 
imports from the O.S.A. in 1931 was manufactured " quality " goods ex- 
only 9 per cent of what it was in ported by Britain. supply is elastic, 
1929, while total volume of wool but price inelastic, and in times of 
exports in the world expanded (ex- depression these goods come up 
cept for a small set-back in 1931) on against much stronger competition 
to 1932. The underlying reason is from United States manufactures. 

T r a d e  Inside the Sterling Area 
Britain gels about a third of its 

iniports from the O.S.A., while these 
;oJntries in turn get from Britain the 
following percentages of their im- 
ports: Ireland 55, Australia 50, New 
Zealand 50, S .  Africa 40, India 25. 
Pakistan 25, Ceylon 18, Malaya 30. 
West Africa 55. 

Trade has been affected by indus- 
trialisation taking place among the 
overseas members. Particularly 
noticeable are the proportions of 
working population engaged in in- 
dustry in Australia (26% in 1947). 
New Zealand (23% in 1949) and 
India (20% in 1948-9). Australia's 
proportion is slightly greater than 
that in the U S A .  and Canada, in 
fact. 

Most serious in its impact on 
British exports has been the rise of 
textile production in other countries. 
In 1910 Britain exported 6,000 mil- 
lion-yards of cotton c!oth, and a 
large part of this went io India. I n  
1950, exports were down to 800 mil- 

lion yards. and India. now more 
than self-sufficient. was selling 
cottons to some of Britain's former 
customers, and indeed to Britain 
herself. 

Is This the Break-up? 
Does this mean that former inter- 

dependence is disappearing? Has 
new industrialisation undermined the 
mutually advantageous trade be- 
tween U.K. and O.S.A.? The answer 
is that the economies still dove-tail 
with one another. but in a different 
way. The U.K. still has the advan- 
tages of coal deposits. skilled wor- 
kers and managements. finance. 
shipping and worldwide markets. 

Whit is required is the adaptation 
of British production and trade to 
these basic economic trends. The 
process has been going on for many 
years. By 1949-50 Britain's exports 
of machinery and vehicles to the 
overseas members were five times in 
value that 4 her exports of textiles. 

Sterling Area's Dollar Gap 
Before the Second World War the what is no\y the Dollar Area was 

Sterling Area had no seribos difft- 
culty in making.ends meet in gold 
and dollar terms. There was no hard- 
currency gap. Erratic capital move- 
ments sometimes caused wide Ruc- 
tuations in the level of Britain's 
reserves, but 3 n  current account 
transactions. the Area's deficit wit:: 

more than covered by exports of 
newly-mined gold. 

Thc balancing of sterling-dollar 
accounts was done multi-laterally. 
The U.K. customarily ran a deficit 
of $500 million: net invisib!es were 
about eno2gh to offset a quarter of 
this. The overseas members had a 
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net surplus of about $50 million a 
year; in.addition mined gold (half 
the world's total) was worth another 
$500 million. 

Sincc then, import prices for 
Britain have risen IO per cent more 
than export prices, earnings on re- 
exports have declined. and the net 
result has been a $1.250 million rise 
in her dollar deficit. 

For a basic explanation of the 
reversal of the situation, we have to 
look to the changes which took place 
in the quantities of the goods that 
were being bought and sold. The 
O.S.A. exports half as much again 
to thc Dollar Area as they did pre- 
war; but it imports three times as 
much. In 1947 exports paid for only 
ha!f,of the imports. 

Guld arid Rubber Never Carrgltf U p  
Gold exports have been higher 

since the war, bringing in about $100 
million more than the 1934-38 
average. But it is important to re- 
member that gold has only half its 

pre-war purchasing power. Had the 
price of gold risen along with other 
prices, the increase in dollar earnings 
would have been $700 million. 

It is the misfortune of the Sterling 
Area to find in the post-war period 
that its two most important dollar 
exports-gold and rubber-have be. 
come less valuable in relation to 
other commodities. Without imply. 
ing that the prices of gold and 
rubber should have been different 
from what they are, we must recog 
nise that had these two commodities 
risen in price as others did. the same 
volume of exports to the USA.  
during the five years following the 
war would have earned an additional 
$3,500 million for the Sterling Area. 

Finally, the net surplus in in. 
visibles has given way to a deficit of 
$500 million a year; the principal 
factors underlying this were the 
increased dollar costs involved in the 
operations of British oil companies, 
and the deterioration of Britain's 
dollar shipping accounts. 

Dollar Trade of Seoarate Members 

South Africa: Average pre-war 
do!lar deficit was $67 million exclud- 

imports are twelve times the value 1 
of pre-war: exports only four times. 1 

five rubber and tin) than any other mem. 
ber. Pre-war surplus was an average times. to $365 million a year. Later 

$106 of $152 million a year. .Surplus is 
now about $200 million, although million in 1949-50. Pre-war exports dollar import prices have risen ten 

N. America were small--only $ I 3  times, and exports only about 80 per 1 

cent. million a year. They rose to ten 
I 

for more than half the dollar AIIXfrdiR: Pre-war deficit was ~ 

imports. ' about $58 million: in 1947, $157 mil. ; 
/iidia/Pakistan: Average prewar lion: by 1949-50 it had been reduced ! 

do!lar surplus was $40 million a below pre-war level to $26 million. / 
year; post-war deficit (1947) was Import prices rose only 80 per cenl 
$148 million. Cuts brought this down export prices rising four times, bu:! 
to $16 million in 1949-50. Dollar the vo!umes varied. 

ing gold. Taking price-rises into ~ 

account. this should have than Malaya: Earns moredollars(from ~ 

by 1947; i n  fact it 

in  imports  lowered this 

time.s the size after the war, paying 
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I 
!., Ofhers: Gold Coast and Nigeria 3. Jute and jute products. 
:had a more favourable trade ba l ana  4. Wool products. 
iwith the Dollar Area in 1947 than 5 .  Whisky. 
ipre-war: trade surplus in 1948 was 6. Wool. , $100 million. New Zealand also im- 7: Tea. 
!proved to a surplus of $3 million. 
1 Ireland, a .net importer pre-war. has 
Ireen a very large widening in the 

In 1949-50. wool rose. tin 
dropped, and cocoa and diamonds' 
appear. Whisky 'is now below tea: 

I .  Wool. 

3. Jute and jute products. 
4, wool p r o ~ u c t s ~  

I gap. 
~ Changes ;I1 C0fnInOdit;e.Y: Ill 2. Rubber, 

1934-38. the chief exports to the 
iddlar area. in order of importance 
,; were: 5 .  ' Tin. 
I I .  Rubber. 
' 2. Tin. 

6. Cocoa. 
7. Diamonds. 

I Dollar Import Cuts T h r o u g h  Amer ican  Eyes 

i The cuts that had to be made by business should have gone lo the 
soft-currency countries in their dollar latter? Discrimination was involved, 1 imports necessarily caused difficulties a practice against which in normal 

I for some American exporters, and times a strong case can be made out. 
i since the controls were applied But does this objection hold good 
I selectively, the cuts fell hardest on under post-war conditions? 
; exporters of certain kinds of con-  The point where the American ex- 
; modity. porter's argument may fail is when 

Many of these exporters felt that exchange rates are considered. Price 
their interests were being given less comparisons at  present rates do  not 
consideration than they might have represent real relative costs. and 
been in the import planning of the therefore commercial discrimination 
non-dollar countries. Even when it may not be economic discrimination. 
was recognised that countries could As a simile, an engineer has to 
not buy more from the U.S.A. than keep pressure in two separate boilers 
they had dollars to pay for, and that equal. As long as the gauges are 
under post-war conditions the pre- working properly, all he  needs to d o  
ference of importing nations for is to see that the indicators on both 
essential commodities was justified. dials point to the same figures. But 
one basic question remained. Was it if one gauge is out of order, and 
right for importing nations to allow over-reading, he will have to make 
the same kinds of products to come an allowance for this. H e  may not 
in more freely from one country than know exactly how much to allow, 
from another? but of one thing he is sllre-that 

if,  .for example. a n  ~~~~~i~~~ ex. equalitv of indicated pressure means. 
porter was ready to SYPPIY a product inequality in real pressure. 
at a lower cost in sterlins than an It is. in  fact, difficult to escape the 
exporter in some other coilntry, was conclusion that. under post-war con- 
thcre any sound reason why the difions, s3me commercial discrimina- 

1 
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tion might have been helpful in 
evolving patterns of production and 
trade that ,would correspond as 
nearly as possible with those that a 
free price system would ideally pro- 
d x e .  

Foornorcs: This analysis goes 
only as far as 1950. and therefore 
the effects of Korea and subsequent 

events are not described. The Man- 
chester Guardian of August 8, 1952. 
said of this analysis that its publica- 
tion is “an event of international im- 
portance.. Britain owes a debt of 
gratitude to American economic 
scholarship.” The ’ price of the 
volume is f l  Is.. i t  weighs St Ibs. 
and has 672 pages. with many full- 
colour charts and iables. 

STERLING AREA MEMBERS AS AT AUGUS?‘ IS, 1952 

United Kingdom 
Northern treland 
Eire 
Channel Islands 
Gibraltar 
Iceland 
Malta 
South Africa 
The Rhodesia 
British African 

Colonies and 
Protectorates 

British African Islands Burma 
Australia Cyprus 
New Zealand Hong Kong .’ 
British Pacific Islands Iraq 
Fiji Kuwait 
British West Indies Malaya 
British Guiana Sarawak , 
British Honduras Singapore 
Falkland Islands Jordan 
India Aden 
Pakistan Libya 
Ceylon British East lndies 

Future. of Colonial Development Corporation” 

The COlO,,iOl D E l ’ d O p I , I C , l r  corpor<,t,lio,, 
WOS crcoted bp <r nI.i:i.dt Act of /‘dim 
metti  irt 1948. Ilp rhc cm1 01 1951 ir !wo.s 
o p e n r t i ~ ~ g  or hod (11, i,lrCl.P.sI ir, fifrytlrrcc 
u,tdertyki,igrs in r w o r : y - r i t ~ o  diflere,ir 
co,,,1117es. rmrging po,,,  N tohrrcco eSINle 
i,r Npnrrdand IO (I r ~ v f l e  comrevy in rhr 
Wesr I,idies: from n horcl in Uiirish 
Hondsrm to .<I hnildbrg sociery in Shzgn- 
pore (for ferther descriprimr and fiaurm 
.see ECONOMIC Dicwr  for Nove,rr/wr. 

1951. p.  510). 

THE Overseas Development Act of 
1918 lays down that “it shall be the 
duty of the Corporation so to exer- 
cise their functions as to secure that 
their revenues are not less than 

,sufficient to meet all‘sunis properly 
chargeable to their revenue account. 
taking one year with another.” 
These sums include interest 01) 
money borrowed.’ at a rate which 
rose from 3 per cent.’in 1948 and 
1949 to 44 per cent by niid- 
February, 1952. 

The Corporat,ion .can undertake 
6nly those projects offering, a 
promise of commercial returns. 
There is the possibility of offsetting 
losses or low rates of return by large 
returns on other projects-but this 
possibility is in practice rather 
slight. since it is difficult to extract 

From ’’ Colonid Devclopvrenr.” Plmii i t!g Vol. X I X .  No. 343. P.E.P..  
Loridon. J i r l v  7. 1952: 2s. 
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~ large profits from any particular 
! territory. 

The, financial regulations with 
which the Corporation is saddled 
have landed the Corporation in diffi- 
culties. A considerable amount of 
money has gone on schemes from 
which little or no return is expected. 
and if full charges are to be met. 
there must be a rather high rate of 
return from the profitable operations 
(7.62 per cent. on borrowings must 
be earned-given the present rate of 
interest - before the Corporation 
breaks even on profitable projects 
taken alone). It will therefore tend 
IO feel itself obliged to confine itself 
in luture to projects which offer good 
prospects of high returns. 

lnconipatible A inis 
Perhaps the Corporation’s role is 

IO pave the way for further develop- 
ment: but this means investment 
only in transport. communications. 
health and education-these do not 
often yield a direct return. Indeed, 
should they do so, the desire to pro- 
mote local development will con- 
strain the Corporation to lower the 
charges for the service. 

I t  may be supposed that there are 
opportunities for investment in the 
Colonies which. while they are 
potentially remunerative. do not at- 
trwt private concerns. But some of 
the factors whicl) inhibit private in- 

vestors apply equally to an.y govern- 
ment body. One of the checks is 
from fear of interference, of expro- 
priation. or of exchange controls 
limiting .repatriation of earnings. 
There is no reason to think that the 
influence of the British Government 
would be more effective in saving a 
government corporation from’ these 
inishaps than in protectinginfluential 
private concerns. . . ~ 

The purpose for which the Cor- 
poration was set up is “to do  
economic good; but to do i t  without 
losing money.” Short of some radical 
changes in policy, it is feared that 
these two aims are incompatible. 
Suggestions to help the Corporation 
in its work are: to declare an 
amnesty on past losses; to authorise 
(limited) further losses: to bring the 
Corporation into closer co-operation 
with the Colonial Development and 
Welfare Fund (which grants money 
on which interest is not always 
charged, and of which repayment is 
not always expected); and to allow 
the Corporation greater allocations 
for the expense of pilot projects and 
research. The latter .point is made 
the stronger by the fact that the fwo 
most publicised projects, the 
Ground-Nut Scheme and Gambia 
Egg Farm. were, it is alleged, pre- 
ceded by insufficient probing and 
testing in hasty attempts to “ge t  
results.” 

. .. 
CHANGES IN STERLING BALANCES 1951-52 

From mid-1951 10 mid-1952. Australian sterling holdinZs have fillen 
from f720 million to (300 million: India’s from f660 million lo f540 . 
million: New Zealand’s from f l25  million to €85 million. Egypt’s balances 
have fallen by f90 million; Israel’s by f l 5  millibn: Iran’s by f l h  million. 
Total reductions must t e  atout €750 million. which. when added to  the ’ .. 
U.K.’s current account deficit of E600 million. means that something like 
f1.350 million of sterling has had io find a ncw hamc in those twelve 
months. It has probably gone 10 E.P.U. (f330 million), out as gnld m d  
dollars (fR50 million). to  Japan (f9? million) and to the Cdonial territories. 

Finoriciol Timer. Londott. J ~ l g  17. 1952 
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Success Story .of Johnny Caiiuck ,, 

BY GILRERT ~ACKSON. O.B.E. 
Johnny Canrrck is the averaye Canadian. and here is his. working life in 

ternis of earning. spcnrling. saving-and enrichen!ng I / I E  coinnnrrrit.v 

THE prospects in life 'of Johnny 
Canuck look splendid. 'Bu t  let us 
not initially take too .much for 
granted. We must first have a look 
at his surroundings.'.. Much will 
depend on whether Johnny Canuck 
remains free to spend or save, as he 
sees fit. at least that limited percen- 
tage of his own income, which is left 
at his disposal now. 

If moie and more of his hard- 
earned dollars are going to be taken 
from him. and,spent foi him by per- 
sons who know better than Johnny 
Canuck what Johnny Canuck really 
needs, the bright prospects at present 
before him will be considerably 
dimmed. Instead of having savings 
upon retirement of more than 
$13.000 at 1952 values, he might in- 
stead end his working career with 
little or nothing saved: and more- 
over, with precious little permanent 
benefit. from State assistance as a 
substitute. 

Let us take a rood look at Johnny 
Canuck. He i; 21 years old and 
earns $50 weekly. Johnny Canuck 
is not a creature of fiction, but a 
very real person. He is built out of 
the latest National Income figures. 
issued from Ottawa this spring, by 
the Dominion Bureau of Statistics. 

He gets a real wage each year 
I +  per cent larger than his real 
wage was last year: secondly, he 
saves and invests one-thirteenth of 
his income each year; and thirdly, 
he gets an avenge rate of interest or 
dividend on his savings. of five per 
cent per annum. 

More Leisure. John(iy? , 

Except for Johnny Canuck's in- 
s:stence, from time to time. on shor- 
tening the number of. hours in his 
work week, the ?ate of increase i n  
his res1 wage. from each year to 
the next year, wou!d average not I?  
per cent, but something like 2 per 
cent. But if in a still free country. 
Johnny Canuck likes to take in the 
form of more leisure, some small 
part of the benefits of progress, let 
us not criticise him. 

While some other lad. will be 
bright enough, or well advised 
enough to buy wisely-selected 
growth stocks, thus benefiting auto- 
matically from Canada's rapid 
economic expansion during the next 
few decades we shall suppose that 
Johnny Canuck does not act thus. 
but invests in all kinds of Securities 
(mortgages, insurance policies. 
bonds, stocks and so forth). which 
on the whole neither appreciate nor 
depreciate during the forty-four 
years of his life between age 21 and 
age 65. . 

As I figure i t ,  Johnny Canuck 
(beginning without assets; wholly 
dependent on his own resources. 
energy and thrift: and earning at 
present $2,600 per annum) saves and 
invests $200 during the first year of 
his career as a breadwinner. During 
the second year, he receives a "real" 
wage of $2.639; and in addition, has 
an unearned income OF $10 From his 
investment of the previous year. His 
aggregate income is thus $2,649 in 
that year; he saves and invests $204: 
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and at the close of the second year 
his aggregate savings are $404. 
These give him an unearned income 
of 520 in the third year (when he 
will be 24 years old), by which time 
his real wage will have risen to 
$2.679. 

This of course takes for granted 
that all of the dollars in this analysis 
are constant dollars of 1952: that is, 
ihb iikelihood that another inflation 
will increase Johnny Canuck’s 
nominal income during some part or 
a!l of the next forty-four years, is 
here ignored for purposes of 
:inalysis. 
lohnny Retires 

During the course of Johnny 
Canuck’s active life, he will have 
Earned $160.391. He will have re- 
:eived $12,414 in unearned income, 
from his savings and investment of 
them. In other words his aggregate 
income from all sources during this 
period will have been $172.805. 

His aggregate investment income 
of $12,414 is only $879 less than his 
aggregate of savings. I n  other words. 
when he retires he will have received 
an amount of unearned income. in 
all, not much less than the total of 
his savings at  age 65. 

But this account would still he far 
from complete if. having only talked 
about what lies before this young 
man. we should end our tale here 
There is another question well worth 
answering at  this point. What benefit 
will the rest of us in Canada receive 
from the thrift of J. Canuck? 
How Johnny He lps  

We know now that. in order t~ 
brine about an increase of Canada’s 
production-which also means an 
increase of our National Income- 
by $ 1  per annum, we must somehow 
save no less than S5 and invest i f  in 
m x e  means of productio:i. The 

same truth can also be stated in 
reverse. Whenever someone does 
save $5 (and invest that sum intelli- 
sently) Canada’s aggregate produc- 
tion, and our National Income are 
thus increased by $ I  per annum. 

Johnny. Canuck gets an average 
return of 5 per cent on the money 
which he’saves and invests. In  other 
words, his own annual income is 
thus raised directly by 25 cents, 
when he saves $5. This, of course, 
comes out of the $ I  whch is thus 
added to the National Income of 
Canada. The remaining 75 cents 
accrue to the benefit of all 
Canadians. 

There is a school of thought in 
Canada which talks loud and long 
about what it calls “sharing the 
wealth.” I suspect this school of 
thought really means: taking away 
from those who save, and giving it 
to those who do  not save. 

Johnny Canuck, just by being 
prudent, just by providing against a 
rainy day, does the reverse. He 
really does “ share the wealth ”: and 
shares it in a most practical fashion. 
Johnny Canuck. when he retires. has 
increased the income of the Cana- 
dian people, permanenfly, by one- 
fifth of $13.000. namely $2.600. 

We live in an age full of en- 
couragement to self-pity. We live in 
an age when to succeed by means of 
one’s own effort, is in many cases. 
to become the target of abuse- 
when to fail for lack of backbone is 
in many cases, to be credited with a 
somewhat jaundiced kind of virtue. 

There are loud voices in this age 
clamouring for the State to provide 
all men with what our friend 
Johnny Canuck is visibly providing 
for himself (and for his and .our 
posterity) mainly by means of his 
own effort. It is time these voices 
were stilled. 



394 

Russia's Distorted Statistics 

I T  1s seldom realised that the Soviet 
Union is the only major industrial 
country in the world for which, 
throughout the last two decades, 
practically nothing has become 
known from oficiai sources about 
such innocuous items as population 
statistics concerning sex or occupa- 
tion: birth, death and infant mor- 
tality rates; farm, wholesale and 
retail prices; cost of living, nominal 
and real wages; health, housing and 
criminality: employment, uneniploy- 
ment and labour in camps. 

The concealment of economic 
facts is. however, only one of the 
handicaps with which the student of 
Soviet aflairs has to reckon. More 
serious are the many cases of niani- 
pulation and falsification which 
force him to spend months of search 
and research over matters for which 
other countries provide the answers 
readily in their annual economic re- 
ports and statistical yearbooks. 

To niention only a few of the 
most coinmoii distortions in Soviet 
statements: post-war data are offici- 
ally compared. without adjustment, 
with those of a sma!ler prewar terri- 
tory; the former output of large-scale 
enterprises is compared indiscrimin- 
ately with the present output of all 
industrial enterprises: thc increase of 
livestock in collectives is inflated by 
the transfer of herds from private to 
communal ownership, and the in- 
crease in output of manufactured 
foodstuffs is inflated by the shift 
from farm to factory production of 
meat and dairy produce: the former 
yield of crops, as harvested and 
laken home, is compared with the 

so-cakd  b:o!ogical yield, a phantom 
tigure introduced in the bad years 
after the collectivisation disaster. 
which inflates the real achievenie;it 
Dy 25 per cent or more. 

The worst distortions of all are 
found in  statements relating to in- 
dustrial production and national 
inconic. While unexplained discrep- 
ancies between the output of indi- 
vidual industrial goods, expressed in 
physical terms, and the alleged 
overall gross output and net national 
product, could clearly be discerned 
in the 'thirties,.it has taken almost 
twenty years to establish the magni- 
tude of this distortion. Here one has 
to consider a technical detail without 
which it is inipossib!e to grasp the 
degree of falsification of which the 
reader of otficial Soviet statenients 
has been a victim in the past. 
Constant Prices 

Soviet industrial production and 
national income are not given nowa. 
days at current prices, but in volume, 
said to have been until  recently ex- 
pressed in coilstant prices of 1926.1. 
Before the first Five Year Plan was 
promulgated. the prices of industrial 
goods were relatively high. while 
farm prices were low. As the price 
structure of the base year was 
applied to all index calculations 
throughout the period of four suc- 
cessive Five Year Plans, the indices 
of gross production and net national ~ 

income were bound to show an ~ 

upward bias. 

Whi!e this might have been unin-  ,' 
tentional at the outset. it could 
hardly escape the notice of Soviet 
planners and economists., Yet, for i 
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more than twenty years. they never 
felt the need of correcting the bias 
in their calculations. 

Nor was this all. Whenever a new 
industrial product or a new type of 
an old product became available. its 
current price was applied in all index 
calculations. 

In recent issues of the official 
organ of the Planning Department 
some writers have condemned the 
"tendency of certain Ministries and 
enterprises to fulfil and over-fulfil 
he  plan for gross output by produc- 
ing an amount, in excess of the plan, 
of secondary kinds of products, less 
needed by the national economy." 
In other words, so as to reach their 
target, managers produce manufac- 
tured goods to which high prices are 
attached, rather than primary pro- 
ducts which, owing to their low 
price, make a small contribution 
only to the planned target. 

This practice would have had no 
:Kect on the production index in a 
period of stable prices. In fact, from 
1931 to 1948 Russia went thr0ugh.a 
period of unabated inflation which 
cave all statements on industrial pro- 
duction and national income an 
additional upward bias. Thus the 
impression of enormous expansion 
and prosperity was created while in 
fact throughout this period the staii- 
dard of living of the Russian people 
was.continuously depressed. 

. All this does not mean that 
nothing reliable can be said about 
Soviet Russia's econoniic position. 
No highly centralised p!anned 
economy can be operated without 
certain factual information being 
disseminated. Sometimes the t r i t h  
emanates when Soviet propagandists 
are caught out by their own distor- 

tions. When food rationing was 
abolished after the war, Zverev, the 
Minister of Finance, announced 
" some " price increases. But as a 
hundred million men and women 
had to know the legal prices in the 
shops, it had to be disclosed that, io 
fact, most retail prices were doubled 
and trebled. Thus. rationing by the 
purse took the place of rationing by 
administrative means. 

U.N. TOLD: "RUSSIAN 
FIGURES MEANINGLESS" 
When studying Soviet production 

figures. all that one learns is that by 
comparison with 1950 champagne 
did better in 1951 than pig-iron or 
cement, sausage performed better 
than coal. bicycles outdid pianos. 
But while sausage production rose 
17 per'cent, retail sales of sausage 
rose 29 per cent. Are we to conclude 
that the national .sausage inventory 
was reduced? 

The U.S.S.R. figure for con- 
sumers' outlay includes the turnover 
tax, which accounts for more than 
half the State revenue. In other 
words, the higher the officially com- 
puted share of consumption in the 
total of tax paid by consumers, the 
higher the officially computed share 
of consumption in the national 
income. 

I do not make these comments 
with a view to detracting from or 
ridiculing any of the significant 
accomplishments of the Soviet 
Union. They are intended nierely to 
illustrate the degree to which mean- 
ingful data continue to be concealed 
from the United Nations. 

Dr.  h d u r  Labin. Amcricnn delegore IO 
i lw Eco,mnzic and Social Coancil of the 

U.N.. N e w  York. I s l y  IO. 1952 
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E.P.U. - What Now? 
By MICHAEL HOFFMAN 

'' It .wenis a great deul 01 work has IU be dune over uguin " 

HOWEVER ADMIRABLE an institution 
it may be for registering the gains 
of one set of European countries at 
the expense of another set, the 
E.P.U. cannot be given really good 
marks unless it becomes more than 
a mere recorder of changes and be- 
gins to exert a reciprocal influence 
on the changes themselves, and in 
the " right " direction. 

The beginning of a new technique 
of collective review of national 
monetary and trade policies led to 
some hopes that the Union's control 
over quotas and the extension of 
special credits to members might 
put it in a position to develop into 
a kind of European central bank, 
able to exert its influence towards 
appropriate policies of expansion 
and contraction in the various 
monetary areas in a manner to en- 
courage the achievement of better 
balance in the international 
accounts. In  the case of Western 
Germany in 1951, the grant of 
credits made conditional on the 
adoption of corrective policies re- 
commended by an international 
team was followed by rather spec- 
tacular results. In the case of the 
Netherlands, the desire to avoid 
facing. a similar inquisition into the 
origins and nature of the Dutch 
trade deficit was a powerful factor 
in inducing politicians to adopt the 
financial reform of the late spring 
of 1951. which also brought highly 
satisfactory results in improved ac- 
counts with E.P.U. 

Given time, and sufficient im- 
munity from disasters originating 
outside the E.P.U. community, it is 
possible that there might be devel- 
oped through E.P.U. a technique of 
collective responsibility for national. 
monetary and financial policies af. 
fecting balances of payments. 
Unfortunately, when the big tests 
came along, with the recent swing 
over of Britain and France to debtor 
status, little was heard of collective 
review of the policies responsible for 
these changes. 

A Western Germany anxious to 
be accepted in the community of 
nations can be dragged into the in- 
ternational clinic and put under 
the X-ray machine. But Britain 
and France still act unilaterally and 
negotiate with their protesting 
neighbours later. For better or 
worse, the time is not yet when ex. 
perts from the E.P.U. can tell Her 
Majesty's Government to cut off 
food subsidies and raise Bank Raie ~ 

to six per cent. 

I 
1 

Sterling Wagging the U n b n  
The tremecdous fluctuations in ~ 

the balance of the sterling area wilh 1 
the non-sterling world are. too big I 
10 be compensated by, any conceiv- j 
able adjustments through the E.P.U.; 
or within the area affecled by col.! 
lectively-agreed policies designed 1 0 1  
make the E.P.U. function properly.! 
It would be too cynical to regard! 
E.P.U. merely as an 'additional re.! 
serve for the sterling area, for in the;' 

From '' Eiiropenn Poynmls-An Aniericait View ". Lloyds Bonk Review, 
London. lu ly  1952 

1 
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~ early stages it  was the sterling area 
j that was extending large credits to 
1 the Union. But E.P.U. has in effect 
i been such an additional reserve be. 

hind sterling for many months past. ; 
t Considered as such, it is too small 

to add greatly to the stability of 
sterling. If the sterling reserve were 

I great enough to accommodate a 
1 deficit of one billion dollars a 
1 quarter (gold and dollar losses in 
~ the fourth’ quarter of 1951 were 
~ $934 millions) for long enough to 
! get a corrective programme 
; launched, !he Bank of England 
i could do the clearing and the E.P.U. 

~ could fold up without depriving 
~ Europe of any essential mechanism. 

’, E.P.O.’s Only Chance 
, . During the E.P.U. period the ’ trade deficit of Western Europe with 
’ the dollar area (the main variable I .  

in the current accounts) has been : 
$483 millions for the second half 
of 1950, $853 millions for the first 
half of 1951, $1,411 millions for the 
second half of 1951 and possibly 
a similar figure for the first half of 
this year. Nearly all this has been 
due to increasing import costs. Ex- 
ports rose steadily until the end of 
1951 and have since shown no 
marked trend. except for France 
where inflation has again priced 
many thinss out of the market. 

E.P.U.’s only chance of leading 
its flock toward convertibility was 
by functioning in an exemplary 
manner itself in a milieu in which 
all members more or less.behavcd, 
which they have not, and doing this 
in assOciation with a gradual decline 
in Western Europe’s dollar deficit. 
How far and how fast this needs 
to decline for a fair “balance ” in 
the accounts is a very complicated 
matter which would lead us back 
into the inner workings of the stcrl- 
ing area. But 1 think it un!ikely 

that anyone would argue that an 
increase in the Western European 
dollar deficit was compatible with 
successful advances toward converti- 
bility. Certainly the E.P.U. was 
founded on the opposite assumption. 

What was needed from the 
American side was a clear recogni- 
tion that by mid-1950 the outstand- 
ing immediate need of the Western 
European system was for adequate 
monetary reserves. The stage had 
been set for Europe’s participation 
in an expanding world economy. 
The great strains of rearmament 
would demand every bit of flexi- 
bility that international specializa- 
tion could provide; but flexibility is 
precisely what economies worried 
about their reserves cannot permit. 
The American contribution to E.P.U. 
was a kind of half-hearted recogni- 
tioil of these truths. But the vast 
machinery of American aid went 
lunging along in another direction. 
and one that has proved extremely 
costly to all concerned. 

US.  Aid ‘‘ Useless ” 
There has, in fact, been what 

amounts to a collapse of American 
economic foreign policy since the 
switch-over from the Marshall Plan 
to defence support” aid became, 
or was thought to have become. a 
political necessity in 1951. The 
tremendous success of the Marshall 
Plan in aiding Europe to revive pro- 
duction and to support a more open 
payments system was not consoli- 
dated. 

U S  aid has been provided mainly 
in a form that is as nearly com- 
pletely useless as any thai might 
have been conceived : military 
equipment, the servicing and, in- 
deed, even the use of which requires 
the growth of production of various 
kinds in Europe that accentuates 
the strain -on payments balances. 
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The stockpiling programme for eight 
or nine crucial mohths was operated 
not only in disregard of, but in flat 
contradiction to, the stated interest 
of the US. in putting Europe in a 
position to bear most, and 
eventually all, of i ts  own defence 
burden. 

Promises about delivery of mili- 
tary supplies were made and not 
kept. Commitments were extracted 
from European governments on the 
basis of estimates of dollar expendi- 
tures by the armed forces in Europe 
which those involved in the negotia- 
tions were not in a position to bring 
about. 

R Iternalive to E. P. U. 
It is interesting to recall that in 

the summer of 1950 two plans were 
put up to the E.C.A. for solving the 
payments problem. One was what 
eventually became E.P.U. The 
other was a plan based on extensive 
' I  oli-shore procurement,': the dollars 
being injected into the stream of 
European payments by direct pur- 
chases in the participating countries. 
The off-shore alternative was rejec- 
ted at  the time, partly because the 
E.P.U. fitted better into the psycho- 
logy of promoting '' integration," 
there being a new institution to set 
up..and talk about. and partly be- 
cause i t  was feared that European 
countries would be too reluctant to 
sell for European currencies i f  they 

IC, DIGEST 

could hold back and sell to the same 
customers for dollars. 

The E.P.U. has done about all i t  
can on the psychological plane. And 
the argument that there should; be 
more European creditors has ceased 
to have any great relevance. But. 
most important of all I' OK-shore " 
operations now can be made 10 
cover very substantial purchases by 
the U.S. of military itenis that would 
otherwise have to be bought anyway 
in the US., generally at higher 
prices, both for i ts own and for 
allied forces. To shift more of the 
production burden to Europe would 
make the problem of gradual transi- 
tion to self-support by European 
armies easier than if all equipment 
is made, and has to be replaced, in 
the US. 

I t  seems a great deal of work has 
to be done over again. The big 
problems remain essentially the 
same: to continue the high post- 
war rate of investment in Europe 
and the growth of productivity 
throughout industry and agriculture 
(for if we cannot out-produce the 
Communists all the rest is of no 
use): to straighten out the sterling 
area so i t  is not an uncontrollable 
engine of inflation: to reverse the 
historic protectionist policy and. 
more important. the protectiotiist 
attitude of the United States, 

Last of all. perhaps, comes the 
problem of mechanism. The 
mechanisms can easily be created. 

i 
COMMENT ON CONVERTIBILITY 

for resale to E.P.U. countries for stcrling, in order IO reduce the deficits in 
the Payments Union, has been stopped aftcr 3 weck's operation. With many 
European muntrics at  their wit's end to discover ways of keeping thcir 
heads a tovc  water on dollar account. tlic applications to use the schemc 
poured in. This is an  abject lesson of what would happen if  those who 
want to frcc the pound and make it convertible had thcir way. How s i l l i  
Britain would look and how Soon. 

The Rank of England scheme to allow traders to import dollar goodc i 

! 
1 

Finaizcinl Times. Loridoit. Aagusr 1 5 .  1952 
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N.A.T.O. A R M S  BUDGETS 

National Income Basii Unreliable 
By PROFESSOR A. PIATIER (PARIS) 

D~SCUSSION of military budgets is 
made more bitter by the fact that 
the countries of Europe are not on 
the same level of economic develop. 
rnent. The strongest nations cannot 
grasp the difficulties of the weak. 
and the weak have concentrated on 
external aid, 

In this delicate situation, the 
tradition of judging each country 
upon its national income per 
capita, and to adjust military ex- 
penditures accordingly, has no1 
clarified the position. There are 
several reasons for this:- 

I .  Results of calculations are still 
not comparable, despite attempts to 
unify statistics. In several countries 
large fluctuations of prices have 
vitiated the calculations. 

2. The ratio of military expendi- 
ture to national income is too un- 
certain. The former has very 
vague limits: chiefly as to transac- 

Two tables given by Professor G. 
Schmolders (Cologne Uniuersity) 
show the ditfculties inherent in 
international calculations .of this 
kind:- 

Annual 
national 
income Soldiers' 

per head ,daily pay 
$ $ 

U.S.A. . _._ 717 2.63 
Gt. Britain _ _ _  243 .98 
France _ _ _  124 .05 
W. Germany 49 - 
Belgium ... - 2.50 
Holland __. - .76 

Against these figures of Professor 
Schmolders' must be put the United 
Nations figures for income per 
head : - - 

s 
U.S.A. ... 1,453 
Gt. Britain ... 773 
France ... 482 

tions or goods delivered or pro- w. G~~~~~~~ ~ 320 
giammed figures. The problem of 
the. transfer of incomes is far from For Pay a Pub- 
being solved; and as this item , i s  lished by American senators after a 
treated in varying ways., so it can trip through Europe gives the fob 
be shown that war expenditures are lowing figures (Per month. not Per 
low-or  even exceed the national day),- 
incnme ! R .~ . 

From the expression of military US.A. ... 75.00 
expenditures as a percentage of Britain ... 16.00t021.00 
national income all too often erron- France ... 1.28 
eous conc!usions are drawn. The Bekiuln '.. 6.00to I2.Oo 
quantities comoared are far from Holland "' 8.00 
being homogenkous and a conipari- 
son of them has little value. 

The reader will draw his own 
conclusions from such disparities. , , 

Fratti *' The Ecoironiics o/ rlre Rcrrnnomenr." Pehlic Fimnce, T1w Hagire. 
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WORLD in Israel 

Indoxesia Shodd Use 
More Foreign Capital 

IT is now time to put an end to 
the creation of large enterprises on 
Government credit, which have 
failed owing to faulty preparation 
and organisation. 

Indonesia’s foreign exchange re- 
serves are low. thanks to a failure 
to take advantage of rising demand 
after the beginning of the Korean 
war. Over 100 million rupiahs ( f3  
million) have been wasted by the 
government in imports for industrial 
projects, when this sum could have 
been used to help the small farmers. 
who number tens of thousands and 
are suffering still from the after- 
effects of war and revolution. Im- 
ported goods have piled up  unsold, 
since the great body of the people 
have insullicient purchasing power. 
The declining rice crop and the need 
for ever-increasing imports of this 
basic foodstuff are of vital interest. 

Rather than use Government 
credit to boost local industries or to 
oust foreign participation. foreign 
capital. labour and technical aid 
should be welcomed. 

LATEST measures to curb inflation 
and allied economic troubles in 
Israel has been to subject money 
ho!dings to a “ compulsory loan.” 
By the end of June all currency 
notes had to be exchanged for a new 
issue, in the ‘process of which all 
notes of f5 or over were “ taxed”  
I O  per cent in the form of loan 
bonds maturing in fiften years and 
bearing interest at 4 per cent. Bank 
accounts of fifty Israeli pounds and 
over were also taxed in this way. A 
corresponding levy on, property is 
being considered. The proceeds of 
the compulsory loan are estimated at 
f125 million. Banks abroad which 
heid Israeli notes were given a week 
to repatriate them, and the proceeds 
will be blocked. 

The objects of this levy are two; 
1. To finance capital projects pro- 
vided for in the Budget. 2. To 
strike a blow at the black market in 
notes and smuggling of notes out of 
the country. 

Israel has an enormous deficit on 
its trade accounts. Exports in 1951 
were E116 millions, imports f1122 
millions (food imports alone were 
E127 millions). The cost of living 
has risen by one-third over last 
September’s index. 

But there is a silver lining to the 
clouds: a bumper grain harvest was 
brought in this year, and the country 
is a last self-supporting in dairy pro. ~ 

duce and in animal feeding-stuffs. ~ 
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S. Rhodesia’s Expansion 
Slowing Down 

Ti.iis year has seen the appearance 
of certain checks to the hitherto un- 
restricted expansion which has been 
taking place in Southern Rhodesia 
since 1946. 

The mainsprings of Southern 
Rhodesia’s expansion since. the war 
have been an inflow of persons and 
of capital. In the period 1947-51 the 
average entry of persons into South- 
ern Rhodesia was nearly 16,000 
yearly compared with about 3300 
yearly in the three last years before 
the war. In the same period (1947- ’ 
51) the annual inflow of long-term 
spital was about f30 million. To 
this must be added a figure of about 
f10 million a year in respect of 
domestic saving to complete the pic- 
lure of capital investment: 

These two important factors, im- 
migration and capital. have condi- 
tioned the market which Southern 
Rhodesia has offered for imported 
goods. In 1946. the f.o.b. value of 
imports stood at just over f20 mil- 
lion, i n  1951 it reached f85$ million. 
two-thirds of which were producer 
goods and one-third consumer 
goods. 

Development on such a scale is 
not an unmixed blessing. Not every 
part of the economy can be catered 
for a t  the same rate. Building, water. 
electric light and power supplies and 
coal production are all. to a large 
extent. interdependent and all de- 
pend on transport facilities. I t  has 
not been easy for Southern Rhodesia 
to keep the various developments in 
step and the inadequacy of the rail- 
way system in relation to the greatly 
increased volume of traffic has been 
a constant source of difficulty. These 

IOTEBOOK 40 I 

difficulties, particularly of transport. 
are the self-generating checks which 
were making themselves f e I t 
throughout I951 and a t  the begin- 
ning of 1952. 

Board 01 Truile Journal. London. 
A i rye~r  2. 1952 

Venezuela’s Oil-Bound 
Economy 

VENEZUELA produces a daily average 
of nearly two million barrels of 
crude oil; the chief companies are 
Creole, Shell and M.G.O. (Mene 
Grand- Oil. a Gulf concern). The 
first production in the country was 
on the shores of Lake Maracaibo in 
1914. and in 1921 this was under 
way to the extent of 4,000 barrels a 
day. The population was then two 
and a half million, depending en- 
tirely on agriculture, and therefore 
on the risks of harvesting coffee and 
cocoa, the main exports; a poor and 
backward country indeed. 

The population is now about five 
million: sixty per cent of the income 
to the State treasury is derived from 
oil, and that income is being used to 
build highways, schools, airports. 
ports, hospitals. cheap housing-the 
gamut of social welfare. The country 
is short of consumer goods; nearly 
all durable goods must be bought 
abroad, except wood products. This 
puts the country in a delicate econo- 
mic position, as the economy fluc- 
tuates with the fortunes of oil. But 
given the wise use of the royalties. 
there is every hope that other pro- 
ductive assets can be developed 
which will eventually diminish Vene- 
zuela’s dependence on oil. 
Frowt Veneziieln Up.m.dmc, Ycne:trelon 

EVIh l lSSV W o . ~ h i ~ t ~ l o ~ ~ ,  J u W ,  19S2 
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be spent on powerstations. Expansion 
of wood processing. metal industries and 
grain-growing are the other main objects. 
The Planning Commission believe that 
thc world demand for Finnish timber 

Thcrc has been no prospecting for tin products wil l increase; big snag is the 
coming shortage of labour, since lumber- 
jacks are leaving the forest and farms to 
take safer, steadier jobs in the towns. 

SNAPSHOTS 

in M A L A Y A  since 1939, first becausc of 
the wzr 3nd then for security reasons. 
Deposits now being workcd may not last 
morc than 11-13 vcars. 

BRAZIL is,said 10 bc heading, for a 
inonctary crisis. She OWCS Britain f25 
million. Ccrmany f21 million. U S A .  f7U 
million; but thcse countries wi l l  not 
accept Brazilian exports in payment bc- 
C ~ U S C  of their high prices rclntivc to the 
rest o i  the world. Cotton. wheat, sugiw 
and timbei arc piling up unsold. 

WORLD exports of merchandise 
during 1951 are valued at $76,000 million. 
its against 656,000 million in 1950. Data 
of Gade between Communist countries 
itre not available. but the rest of the 
worlds cxports 10 Eastern Europe and 
China fell about 25 oer cent to 51.500 
million. or about lw6 per cent i f  'the 
world nggrcgatc. American exports wcrc 
up 46 per cent on 1950, imports up 22 
per cent. W. Europc's exports were up 
15 pcr cent to $22.000 million; imports 
totalled $24,000 million, one-third more 
than in 1950. Sterling Area exports rose 
sharply in the first half of 1951. fell 10 
per cent in thc second half. 

Thcrc arc morc bankruptcies in 
BRITAIN. Between January and June. 
1952. 249 limited companies were wound 
up, and 1.033 recciving orders were 
issued. Figures for first half of 1950 
wcrc: 251 windings-up. 956 iCCCiVing 
orders. Indic3tions arc that i t  i s  the sm4l 
tradcr who i s  gelling hurt most. 

Onc cay, no longer speak o i  " full em- 
ployment in AUSTRIA. Unemployed 
pcrsons now number I19.000, or 39.000 
morc than at the same timc in 1951. By 
the end of thc year there m3y be 7 or 8 
per cent of the working population unem- 
ployed (latest figure for Britain is 2.1 per 
cent). 

A ncw live-year plan for fhc economic 
devclopmcnt of F I N L A N D  is  to be 
financed partly from a 520 million loan 
from the World Bank. Half of this will 

Thc improvement in general conditions 
in SPAIN, which first became apparent 
i0 1951, continues. Record crops have 
led to the almost complete suspchsion of 
food rationing. Hydro-electric output has 
risen to 8.668 million kwh. Dcr annum. 
Both these dcvelopmcnts arc the result of 
record rains.- Thc tourist industry i s  
booming. thanks to a favourable rate of 
cxchonre. The black mots are the hinh 
prices Fuling in the cduntry for iextiks 
:Ind iootwcar which place these beyond 
thc pursc of much of the population. and 
3150 the tight exchange situation which 
prevents mports of cmital esuiwncnt. 
i-iccnccs 10. purchase fxchanie 'in all 

.~urrcncies arc bein6 held up by the 
Governmcnt. Thc chief emorts are fruit. r ~~ 

~~~~ ~~~ 

nuts. wine. cork and minerals. 

Sliding wagc scalcs arc now adopted 
throughout FRANCE, Riscs wi l l  take 
place whcncver the cost-of4ving index 
riscc 5 per cent. with the maximum of 
one adjustment every four months. The 
base figure is 142 f1949=100). so as the 
Junc index was only 143.1, no adjustment 
i s  due for a month or so. The scalc 
applies. of course, only to minimum, 
wages. 

Shipping freight rates are falling gener- 
ally, 3nd tramp companies are facing in- 
creasing dilliculties. Several of the older 
types of steamers are being withdrawn 
irom service. But EUROPE is  s t i l l  buy- 

I 
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TWO TEXTBOOKS - 
EcoDomics Without (Many) ,Tears 

. ..  
I n  such a Pirid sribject as ecotronrics, what is tlfc sltope 

of re.rtbook.s 10 come? 

A L A W E  number of economic text- 
books have been coming on to the 
market in this .last year, and the 
trend is still upward. It is difficult 
to define, perhaps, what we mean by 
a textbook in this subject, as at some 
stage or other any book remotely 
connected with economics is textu- 
ally related to a course of instruc- 
tion. But we may take as our 
boundary the point at which econo- 
mics spills over into political apolo- 
getics (which unfortunately excludes 
some very amusing books). A high 
degree of Specialisation or a thick 
hedge of mathematics (the earmarks 
of books written from laboratories 
for laboratories) may also be con- 
venient limiting factors. 

What. then, are the criteria to be 
applied to textbooks within this 
frame? We rather hope that the 
good textbook, directed towards 
students at any stage, is the text- 
book that opens a few new doors 
and a few new eyes; that submits a 
model or two for the students to pull 
and push. the knobs on: and that 
nudges the student into the discovery 
that “economics is a mental disci- 
pline” first, and a whip or a 
whipping-boy afterwards. 

The two books reviewed here are 
fairly advanced, which is to say that 
some of the bedrock of the subjecl 
is assumed in the reader. Both indi. 
cate that the path of the textbook. 
writer is going to get thornier as the 
years go by. For if the Benham 01 

the Cairncross or the Crew of’ the, 
year (say) I982 is to include the 
solid advances of the intervening 
years in his pages. he is going to 
have to call on all the ingenuity of 
which he is capable. To take an 
example, indiflerence curves, which 
are tossed into Appendices by the 
standard textbook-writers. have be- 
come the keystone of the building. 
Those who tumbled over the Key- 
nesian cataract will have to dry 
themselves and redraft the Social 
Accounting and Trade Cycle sec- 
tions. Welfare Economics have be- 
come shifting sands. Sooner or later 
a standard work will have to include 
a diabolical introduction lo pure 
mathematics. Life is harder than 
perhaps some textbook-writers have 
thought. 

Tinkling Symhols? 
First to the “Theory of thc Market 

Economy,” by yon Stackelberg. This 
is not a complete textbook, in that 
monetary and credit theory. trade 
cycles. foreign trade and location of 
industry are only lightly touched on 
in passing. It is the workings of 
markets, perfect. and imperfect. that 
von Stackelberg covers, and lucidly 
and thoroughly, too. 

And he says that beyond a certain 
stage in economic study it is posi- 
tively dangerous to proceed without 
mathematics. It is not enough lo 
trust to qualitative analysis in words. 
whose meaning must remain doubt- 
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ful however carefully defined. “ The 
prevalent neglect of quantitatjve 
analysis in the academic instructlon 
of the economist. the prejudice 
against mathematics, and the wholly 
insufficient statistical training. are 
diametrically opposed to the require- 
ments of today and more especially 
of the needs of economic policy. . . . 
I t  is objected ‘that mathematics gives 
the impression that economic rela- 
tions are precise and stable while in 
reality they are imprecise and ever- 
changing. This view misrepresents 
completely the place of mathematics 
in economic theory. Mathematical 
symbols alter neither the assunip- 
tions nor the conclusions of the 
theoretician in so far as those con- 
h s i o n s  are determinable.” 

Mathematics produces precise 
thinking. Because of the complexity 
of the subject-matter, it is only too 
casy to skip over the difficulties and 
’‘ take refuge in some all-embracing 
conception derived from imaginative 
but ofien unreliab!e speculation. 
This becomes impossible if mathe- 
matics is used.” 

The Grea: Uninformed 
Our second textbook is “ Welfare 

and Competition,” by Tibor Scitov- 
sky (Stanford University). which 
again deals primarily with the 
private-enterprise market. .but un- 
folds into a complete handbook to 
the workings of any economy. More 
particularly i t  is a critique of the free 
market economy, and in this book 
(as in so.many American classroom 
works) the writer goes out into the 
market-place to discover what makes 
it tick, and to see whether the ticking 
could not be muffled. or smoothed, 
.or whether it constitutes the best 
noise one ‘ i s  likely to get in a 
frictioned ,world. 

.,A distinction not enough made (or 
not.:ofteniemphasised) in standard 

works is that between the “ i n -  
formed ” and the “ uninformed ” 
market. True. a definition of a “ per- 
fect market ” must include “ perfect 
information ” but no one believes in 
perfect markets: the crucial degree 
of information in a market may 
therefore be forgotten. The tendency. 
the author points out, towards faster 
technical progress, differentiation 
and cheaper household durables 
creates less information in the mar- 
ket, not more. Once running a 
household was a skilled craft: now 
technical progress has raised our 
standard of living “ a t  the cost of 
depriving the buyer of his inde- 
pendent judgment in the consumers’ 
market. . . . Few people can judge 
the quality of a toothpaste or an 
electric iron; the frequent introduc- 
tion;of new types and models tends 
to prevent reliance even on past ex- 
perience.” And, mirabile dicru. “ re- 
cent discoveries in the field of nutri- 
tion have rendered the consumer 
chary even of relying on his palate 
for judging the quality 01 food. . . .** 

The free market economy (charac- 
terised chiefly by ‘‘ free entry’: into 
any industry) is placed alongside 
pure competition. and the conclu- 
sion reached as to its efficiency is 
that to most intents and purposes 
there will be very little difference 
between the two. But job alloca- 
tion would be generally inefficienc 
(“ would be ” because there is prob- 
ably no such economy in existence 
today). there would be more pmduc- 
ing unitS than are necessary to pro- 
duce society’s output economically. 
and there would be a tendency to 
use more labour-intensive and less 
capital-intensive methods than are 
economically most efficient. How 
theauthor arrives at theseconclusions 
is by clear and cogent paths, and in 
a style which.is a delight to read. 

A.B.C. 
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Banking Nearly an Impossible Profession 
BY SIR THEODORE GREGORY (Bank of Greece) 

Hankers are discussing expedients tu correct niistakes fur which they are 
partly responsible. says this forthright commentator 

I WAS brought up to think that the 
niore elastic, the more libertarian, the 
less detailed the intervention of the 
monetary authorities in the aflairs of 
banking and currency, the happier 
the country concerned. And I am 
bound to say that it strikes one very 
painfully that the high authorities 
of the bank of England and of the 
London Money Market and of the 
Federal Reserve Board in Washing 
ton have to spend their time devis- 
ing various expedients to correct the 
mistakes for which, I think, they are 
in part. themselves responsible; 

One of the things which strike me 
is the fact that a great many of the 
expedients would be quite impossible 
without the division of the world 
into a series of watertight or near!). 
watertight compartments labelled 
respectively: . the  Sterling Area, the 
Franc Area, the Dollar Area, and so 
on. If there were still an inter- 
national money market. with the’ 
free movement of funds expressed 
in currencies in which the public 
still retained confidence, most of 
these expedients w,ould be quite un- 
workable, because there would be a 
flight from the more to the less con- 
trolled currencies. 

Bankers seem to take for granted 
that which we, as tiankers and 
economists. ought to be discussing. 
namely the objectives behind these 
various controls. What is it the 
bankers are required by the govern- 
ment authorities to carry out? I 
think the .time has now come when 

bankers should really consider 
whether current tendencies are not 
such as to make banking an impos- 
sible profession. 

Thieves and Randits 
i We are already regarded by public 

opinion more or less as thieves and 
bandits, if not worse. We have to 
consider what the situation will be 
if present tendencies in the world 
continue. 

Four main trends of public think- 
ing are apparent. 

I :  /n)?otiui~: I know I shall be 
told that in all countries there is at 
the present time a certain reaction 
against inflation. But the more it  is 
criticised in public the more it is ‘ 
followed i n  private. Inflation is not 
really being effec:ively handled 
ei!her by central banks or by govern- 
ments. 

It is quite a mistake to think that 
inflation, and the popularity of infla- 
tion. are a product either of war or 
of the immediate post-war period. 
I think it was in 1922 or 1923 that 
there was published a controversy 
between Mr. Oscar Hobson and J .  
M. Keynes. in which one sentence 
occurred which I have never forgot- 
ten. 

It was: “ I n  dealing with these 
problems it is necessar,y for us to 
wbmerge the rocks.” We have been 
sxbnlerging the rccks very success- 
fully for the 1zst twenty years, and 
we are now struggling with the con- 
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scquencies. If inflation goes on, 
either the public will lose all con- 
lidence in money, i n  which case 
bank deposits will disappear - or 
central bankers in co-operation with 
commercial batiks will have to fall 
back on some kind of "valorized" 
deposit. 

2. Pianriing: We are all planners 
now, in  tlie sense that it is very good 
manners to throw sonic incense on 
the altar of planning. But where is 
the banker going to find himself in 
the long run i n  the planned 
ccononiy? I think he .will lind him- 
self in tlie position of the ollice boy. 
told to carry the letters of instruc- 
tion. issuing from Whitehall or 
Washington.' Paris or Rome. de- 
ininding that the bankers put a t  
their disposal such and such amounts 
of money. 

Bankers will not be wanted to 
exercise any kind of qualitative,or 
quan:itative control at  all. All they 
can expect to do is to keep the books 
well. . 

3. Cheap Money: The policy of 
cheap, money has been so success- 
fully advertised in recent years. that 
i t  comes ato me as. a somewhat 
pleasant s:irprise to realise that therc 
is a great deal of black-niwketing in 
money. People are evidently more 
responsive to interest rates than I 
thought. 

But it is quite clear that thc wliolc 
basis of profitability and the wholc 
basis of banking operations'niust i n  
llie course of time be fundamentally' 
chinged if intercst rates are never 
:illowed to rise above the level which 
is pre-determined by authorities 
other than the banking authorities 
themselves. There inust be a change 

of heart not merely in central banks 
but in treasuries before an alteration 
can take place. But unless it does, I 
cannot see how banking can con- 
tinue to be profitably undertaken, 
unless indeed the banks hold assets 
which at the present time banking 
tradition prevents them from hold- 
ing. 

4. Govcmntcnt Financing: Last- 
ly, there is the idea that it is the 
duty of the banking system to act as 
a kind of wastepaper basket for 
government securities. If the banks 
are merely there to take up securities 
which the .public, being freer to act 
than the banker.; themselves, refuse 
to txkc. we approach again the same 
state of aRairs which we would have 
approached, if we had accepted 
whole-hearledly the doctrine of the 
planned state. 

Banking in this case ceases to be 
anything more than a sub-division 
of tlie treasury. 

We are told. of cdurse, that the 
policy of governments in the niatter 
of cheap money, are all devised in 
the interests of the taxpayer and the 
population as a wholc. I think that 
this is a Fantastic idea. It is quite 
fan:astic. for instance, to sav to the 
popx!ation of the United States: 

"We have saved you a quarter per 
cent. on the floating debt of the 
Unitcd States Government. but in 
doing so. of course, we have also 
reduced your savings .in the course 
of nine. months by something like 
one-third." 

Sooner or later, owing to the rise 
of prices. banks will cease to exist. 
This is an ,ideal which ,may appeal 
to a good many people. But I feel 
that to bankers it will not. 
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No Need for Gold to be Up-Valued 
BY MIROSLAV A. KRIZ (FEDERAL RESERVE BANK OF NEW YORK) . 

ALL gold hoarding should not be 
regarded ,as necessarily speculative. 
I n  the Middle and Far East gold 
hoarding appears as part of the 
normal saving pattern of the people, 
and the popular demand for gold in 
these countries is therefore deter- 
mined more by the level of incomes 
than by the anticipation of gold price 
changes. When prices of the goods 
produced in these countries are 
rising. as in recent years, the hoard- 
ing demand increases; when prices 
are low relative to the oficial domes- 
tic gold price, as after the devalua- 
tion of the carly 'thirties. there is a 
wave of dishoarding. 
On the Continent of Europe and 

in some parts of the Americas, the 
hoarding appears essentially as a 
means of minimising losses that are 
expected to result from political, 
economic, and social upheavals and 
the concomitant inflationary pres- 
sures and currency depreciations. 

Finally, along the routes of the 
international premium gold traffic. 
there are various centres where 
middlemen and speculators buy and 
sell gold in order to derive a profit 
from short-term fluctuations in the 
market price of gold-fluctuations 
that depend in :urn largely on the 
actual and anticipated changes in the 
gold supply and demand in those 
countries where gold is hoarded in 
large amounts. It is because the tide 
of gold hedging against monetary in- 
stability in sonic parts of the world 
has coincided with the tide of hieh 

other, areas that the hoarding de- 
mand in recent years has been 
particularly intense. 

No Doom in Gold Now 
At no tinie since the outbreak of 

Korean hostilities have the prices at 
which gold is tradcd for US. dollars 
in the clandestine or open market re- 
turned to the high point of $55 per 
fine ounce in May. 1949. By mid- 
1950 quotations were in the region 
of $36; after Korea they rose sharply 
to about $44 in January, 1951; by 
December, 1951, they had declined 
to a little under $39, and by mid- 
May, 1952, to about $37. 

Great care should be taken not IO 
read too much into these prices. 
There is no free market for gold i n  
the US. Gold prices quoted in 
dollars reflect transactions by specu- 
lators and traders either outside the 
US., or only connected with the 
U.S. in  that gold is sent there for 
refining before re-shipment. 

The gold premiums in free a i d  
black markets reflect. in the. first 
place, the cost of overcoming the 
restrictions that impede the flow of 
gold between countries. and within 
countries where internal trading, is 
restricted. -To an even larger extent. 
however, they also reflect the mone- 
tary habits of the population. the 
efficiency and stability of the local 
monetary system and of government 
finances, as well as the varying pros- 
pects of the national government. 

In their very essence, foreign gold 
commodity prices and  incomes -in prices are therefore a reflection of 
Front " The Price of Gold." E.swzyr in Inrr.r,ioriunn/ Firm,tce, h'o. 15. Princrlo,! 

Uiiiwrsil?. N r w  Jrrscr.. ./,,/?, 1952 
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local conditions in various countries. 
and cannot be looked upon as an 
indication of the intrinsic value of 
the United States dollar. 

Prodiicers’ Case 
The .old producers argue that in 

the face of rising mining costs the 
gold price is unduly low, first, be- 
cause the prices of other metals and 
commodities have increased con- 
siderably in the last fifteen years 
and, secondly, because higher gold 
prices prevail on the free and black 
gold markets. Since, on the other 
hand, the mining costs have risen, 
“ something should be done for the 
gold miners.” 

Ttie gold producers’ argument 
that mining costs are high and the 
gold price low bears a close resemb- 
lance to the standard argument of 
all producers of price-controlled 
commodities. It is sometimes argued 
r . by disinterested .observers that 
I),. -.Ad industry’s case deserves as 
much attention as that of any  other 
industry whose end-price is con- 
trolled by the government,. and 
accordingly, it is asserted. the pro- 
ducers havz a right to a price that 
covers the cost of production. 

This analogy rests on the assump- 
tion that gold is a commodity. How- 
ever, gold is not primarily a com- 
modity. but a monetary metal since 
its marketing and its price are deter- 
mined not by market forces but by 
actions of governments. It is for. 
monetary reasons that there. ‘IS .’ a 
fixed official gold price to which the 
national currencies are related 
directly or indirectly. the mutual 
links between currencies in turn re- 
flecting their relation to gold. 

Whether the fixed gold price con: 
tinues to serve fully its purpose must 
accordingly be judged solely from 
the monetary viewpoint. Gold pro- 

: DIGEST 

ducers themselves, in electing to en- 
gage in the business of producing the 
world’s primary monetary metal. 
must be prepared to accept both the 
windfalls and the risks of their very 
specialised type of industry. 

It may be questioned whether a 
high priority in overall economic 
policy shoum he given to gold pro- 
duction. Gold is not an armament 
metal. and this was indeed the 
reason why direct government re- 
strictions were imposed during the 
last war on gold mining in Canada, 
the United States. and Australia in 
order to release manpower and other 
resources for the armed forces. 
Whethei a special incentive should 
be given to gold production during 
the present international emergency 
is a problem that must therefore be 
examined not from the viewpoint of 
the gold industry itself. but rather 
from that of the international econo- 
mic policies of the United States. the 
British Commonwealth of Nations. 
Continental Western Europe and 
its overseas territories and Latin- 
America. 

Cundlusions 
From the viewpoint of both the 

U S .  and the world at large. the 
maintenance of the present dollar 
price of gold appears imperative for 
the following reasons:- . 

1. There is nothing fundamen- 
tally unrealistic ’’ in the present 
official gold price of $35 per fine 
ounce. It is at this fixed price .that 
the bulk otinternational transactions 
is effected. . 

2. To argue that a rise .,in the 
commodity price level shou!d be fol- 
lowed by an increase in the price of 
go!d is a version of the economics of 
perpetual inflation. In the first blace. 
the increase in the value of gold out- 
put, and gradually also in its volume, 

-\ 
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[hat would follow a gold price rise 
would increase tlie incomes in'gold- 
producing .countries, . while there 
would he no parallel increase in the 
volume of consumer and investment 
goods; part of this added purchasing 
power would tend lo spread itself 
into .foreign ' countries .through 
foreign trade and thereby increase 
the competition for goods. 

Secondly, ,increased' sales of gold 
to monetary authorities by the pro- 
ducers would tend to expand, the 
commercial hanks' reserves and thus 
(unless offset, perhaps with some 
difficulty) increase their lending 
power. Thirdly, in the gold import- 
ing countries the reserve base of the 
banking system would also be en- 
larged. Finally, the psychological 
effect of a gold price rise would be 
decidedly inflationary. Under exist- 
ing. world-wide full employment 
coupled with rearmament efforts, a 
higher gold price would greatly com- 
plicate in many countries the task of 
monetary authorities in implement- 

- 

ing policies of monetary restraint. 

3. The potential gains for inter- 
national liquidity and the foreign 
exchange reserves of other countries 
that might he derived from a gold 
price manipulation would be com- 
paratively small, and their distribu- 
tion uneven and haphazard. 

Footnotes: The recent French 
Gojd Loan, tied to the free market 
price of the Napoleon, was floated 
with moderate success. It was in-  
tended to bring in 200,000 million 
francs in new money; it actually 
brought in,19S,000 million, including 

'34 tons of gold (value 14,200 million 
'francs). 
' The Governor of the South 
African Reserve Bank said on July 
30 that South African gold pro- 
ducers had realised f6,200,000 in 
premiums on free gold sales. The 
premi,um price was therefore about 
I O  per cent above the fixed official 
price. on an average. 

; 

- 

HOUSEWIVES ARE HOODWINKEV, SAYS WEIGHTS -AND 
' MEASURES INSPECTOR 

' There i s  an undesirablc trend in trade. practicer. a tendency tp hood- 
wink the. housewife and others. by manipulation oI weights and mensurcs 
standards. Sucb practices are to be found in:- 

Fewer matches in the box. 
Smaller weight of tablets of soap. , 
Fluid ounce markings lcss than the major divisions of one pint. 
Smaller net weight of contmls of jars 01 jam and other preserves, 
Reduction in weight of chocolate bars. 
Reduction in weight of cigarettes sold by number, 
Smaller size.of the average 

Unfortunately, not even the Government are entirely free from 
criticism. The Ministry of Food has a practice whereby butler is packed,in 
gross weight quantities, including wrappings. Thc losses in weight from 
this practice. even i f  i t  affected only half the population of Britain. could 
represent some 17.000 Ibs. of. butler every weck. 

Annirol Report of lite O t i c f  'I!ispeclor oi Weighrr and ,Menstms io Dorset 

' 

nip 'I of spirits. 

Counrr Coettcil, Dorchcsler. A I I ~ U S I .  1912 
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. .. . ! BY HAROLD WINCOT? , _ _  
THE alternative to authoritarianism 
is capitalism. 

If we decide for capitalism, for 
goodness' sake let us be adult 
enough to admit that you have got 
to have capital, and to provide the 
conditions in which-capital can be 
formed. I warn you, the conse- 
quences will not be pleasant-at 
least in the early stages of the new 
capital formation. First, we shall 
have to have a really big'reduction 
in the level of taxation levied on our 
industry-probably something of the 
order of f300.000.000 a year, either 
through depreciation concessions o r  
through lower direct taxation. Un- 
less we have a really enormous in- 
creaSe in productivity. such relief can 
come only from expenditure in the 
public sector of the 'economy. or 
from personal consumption. 

local authorities must economise in  
their spending. a lot of which'.is on 
our account, or we shall, have to 
spend less individually. Side by side 
with this, we must stop inflation, to 
end the insidious destruction of capi- 
tal which inflation causes. 

Secondly, we must have a 
materially lower level of taxation on 
personal incomes. not least in the 
higher income brackets. For it  is 
mainly in these higher income 
brackets. that personal savings, and 
personal savings willing and able to 
take risks, are to be found. I also 
want to see the government en: 
ccurage small personal investment in 
industry. by giving limited tax con- 

Either the government and the. 

.. . 
cessions to. such' investment, just as 
it encourages the small saver in the 
National Savings Movement through 
similar tax concessions. 
Channelling Savings 

Side by side with this, I want to 
see our Stock Exchange and other 
institutions buck their ideas up and 
get down to the job of channelling 
savings from all sectors of the popu- 
lation into industry, here and over- 
seas. I want a real property-owning 
democracy. I want our leaders to 
develop a sense of humility. I want 
them to trust the people, to rely on, 
free markets. 

I am not pleading for a return to 
the laissez faire system of the nine- 
teenth century. I am seeking a happy 
medium between that system and the 
authoritarianism which I am pretty 
sure awaits us toward the end of the 

-twentieth century unless we d o  
something to prevent it. Too many 
governments today do  not trust their 
p e o p I e. 

Take this question of budget sur- 
pluses. I ,  do not mind a budget 
surplus if it is used for a proper pur- 
pose, like the reduction of a nation's 
debts, although even so a budget 
surplus can destroy incentive and 
thus lower production. But when a 
government budgets for a big surplus 
and then squanders the surplus. you 
get into a vicious circle. The govern- 
men claims it must have the surplus 
because the people themselves will 
not save. How can they save if  they 
are being heavily taxed to provide 

that surplus? Can you expect the 

I 
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people to be thrifty when the govern- 
1 :. nient is profligate? 

One final word. It is n o  use kid- 
ding ourselves that this job can be 
done in eighteen months or two 
years. We must have no more' false 
optimism the moment recovery 
seems to he round the-corner. This 
is a lifetime's work, increasing pro- 
duction and ho!ding down consu.mp- 

. . .  

- 

tion so that. we may build up our 
national reserves and develop the 
resources in which the British world 
still abounds. 

The reward will be a free and in- 
dependent .Britain, no longer relying 
on the whims of foreign aid, no lon- 
ger.torn every other year'by balance 
of payment crises. But what a-test 
for democracy! 

. .  . .  . , .  

New 'Plan for Rail. Nationalisation . .. 
Siiggestion from Switzerland; Nationalise the perinanent way only, and 

.tax the railways for its use 8 ' ' 

Ttis Swiss'Coifederation bought up 
the largest iailway systems in the 
country between 1898 and 1909. 
But since the first World War the 
federal railways have been run al- 
most continuously at a loss, when 
interest and the costs of electrifica- 
tion and improvement are taken into 
account. . I 

The users of the systems have 
perhaps benefited from a better ser- 
vice than some of the former Com- 
panies would have provided, but the 
railways were far from being cheaply 
bought, as was claimed by the pro- 
ponents of nationalisation fifty years 
ago. 

A Commission of experts has been 
considering the purchase by the 
State of fifteen more private Com- 
panies. Because of the increased cost 
of,running and renewal during these 
last ten years, these Companies have 
also had difficulty .in keeping tlieir 
heads above water. 

But i s  outright purchase the best 
plan? ' , 

The railways have, as a public ser- 
vice, to maintain sufficient rolling 
stock to cope with peak traffic: they 

have to ,maintain many routes and 
branches which do  not pay. Heavy 
goods must be carried at low rates 
of charge,:--All these burdens could 
be supported. when the railways had 
a monopoly of long-distance trans- 
port. .But,. the competition 'of road 
hauliers in the profitable lines has 
left the railways defenceless. - 

If the. railways are to be main- 
tained, a .  new..viewpoint must. be 
taken up. 11' is suggested that, just 
as road transport does not build, its 
own carriageway, but pays compara- 
tively lightly for the use of it by 
means of taxes, so the railways 
should have the burden of the con- 
struction and maintenance of its 
permanent way taken from its 
shoulders. ' ' ' ' 

. In order to put this into operation. 
the cantons, communes and 'Con- 
federation government, in so far 'as 
they are shareholders and creditors 
of the Companies, should renounce 
their rights to interest or repayment 
of- capital. and ' i f  need be' should 
grant subsidies. In this way, they 
will become responsible in part for 
the railways. just as they are for the 
roads. ' 

. .  



Has Devaluation Worked? 
The devulrrutions of 1949 niade changes in prices and wages in Europe; have 

sirbseyrrent ei~ents put rheiii hack where +hey started? 

THE relationships between European 
and United States prices since 1949 
have been influenced most import- 
antly by three factors: the devalua- 
tions of September, 1949, one of 
whose purposes was to change those 
relationships; the armament pro- 
grammes and the Korean war which 
caused both European and United 
States prices to rise, but unequally; 
and the  slight down-turn in United 
States prices that 'began early in 
1951. 

If the US. wholesale price index 
is compared with those of Europe 
and Canada, it would appear that 
much of the change in price relation- 
ships brought about by devaluation 
has been lost through the continued 
rise of European and Canadian 
prices, and the fall in U S .  prices. 

Italy is one exception : her price 
indices have fallen with those of the 
U S .  Sweden's, on the other hand, 
have risen more- than in any other 
country. 

Taking Index Apart 
1 Such a comparison of wholesale 

prices in Europe and in the United 
States. however, fails to show cdr- 
rectly either the price effects of the 
devaluations or the extent to which 
those effects have been retained or  
modified by subsequent develop- 
ments. Wholesale price indexes are 
necessarily a mixture-and in most 
cases an irrational mixture - of 
domestic prices, export prices, and 
import prices, and it is through 
changes in the relationships between 

these elements that devaluations 
have some of their principal effects. 

Devaluations are intended to re: 
duce domestic prices expressed in 
foreign exchange and to reduce 
domestic prices relative to import 
prices. Export prices expressed in 
foreign exchange may prove either 
to be reduced because of the fall of 
their domestic price components. or 
to remain constant, to rise, or to fall 
if the export products in question 
have a world price mainly deter- 
mined by supply and demand condi- 
tions abroad. 

Under these circumstances. 
whether wholesale prices expressed 
in foreign exchange rise or fall, and 
by how much, depends in large part 
upon the weights assigned lo their 
domestic, import, and export ele- 
ments. and for the determination of 
these weights there is neither any 

"rational-.basis nor any consistent 
practice among countries. In general. 
the United Kingdom, Belgium. 
Canada, and Italy include in their 
wholesale price indexes all three of 
these elements (.i.e. domestically pro- 
duced goods are combined with im- 
ports with weights for domestically 
produced goods that reflect both the 
domestic consumption and export ,of 
those goods), while Denmark. the 
Netherlands, Norway, and Sweden 
include only " home consumed 
goods " (i.e.. imports and domestic- 
ally produced, goods weighted by 
their domestic consumption only). 

When we compare wage rates (as 
an example of domestic prices), ex- 
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port prices, and import prices for h e  This reversal .was 'in 'a direction 
countries in. question, the picture is which would improve the balance of 
different, . , payments with the U.S.A.-in so far 

as price effects .alone are concerned. 
I n  'the U.K., devaluation, meant Relative quantities of imports and 

that wages (expressed in dollars) exports. and productivity among 
dropped heavily, export prices (also 'wage-earners, are. not here con- 
in dollars) less heavily, and import sidered. y 

prices in dollars least of all. The reversal has continued since 
Measured against a common base of 1949 l o  the latest dates for which 
January-June, 1950, the high indices statistics are available. There are 
have become the lowest and vice- countries where wages are again be- 
versa. This reversal of relative prices ginning to rise fast now. it is true; 
has also occurred in Holland, Den- but the changes i n a u c d  by devalua- 
mark, Norway and Sweden. tion arc still with us. 

. .  

. .  _. 

Points Made by U.S. 

N o  General Recession: Despite 
the depressed textile market and a 
levelling-off of total industrial pro- 
duction,, there is no evidence of a 
general recession of demand in 
Europe such as would have scrious 
adverse effects 011 the United States 
economy. 

The stability appearing in the in- 
dex of industrial production for 
Western Europe in the first part of 
1952 reRec:s a strong demand i n  the 
remainder of the European eco- 
nomy, especially in the metal and 
metal-using 'industries. In almost 
every country, output of metal pro- 
ducts for the first quarter of 1952 
was substantially above that for the 
same period of 1951; in particular, 
steel production in the first four 
months of 1952 was nine per cent 
above the same period of 1951 for 
thc area as a whole. 

The easing of demand for con- 
sumer goods may be expected to 

, Presideids . Advisers 

facilitate a shift of manpower to in- 
dustries where it is urgently needed. 

On the Contrary. Stability: 
Whether the increases in output and 
greater stability of prices achieved 
by most countries of Ihe free world 
in the first half of 1952 will be main- 
tained depends to a considerable ex- 
tent on developments in the United 
States and other industrialised coun- 
tries. Assuming no change in 'the 
international political outlook and 
the maintenance of a high rate of 
economic activity in the United 
States, accompanied by a moderate 
expansion of imports and foreign aid 
expenditures, other countries are 
likely to be able to maintain the 
improved overall stability experi- 
enccd in recent months. 

Restriction Namral, but Unecono- 
mic: There has recently been grow- 
ing pressure to increase restrictions 
on the entry of imports into the 

I 
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United States-through amendments 
to the Defence, Production ' Act, 
through the use of the "escape 
clause " to revoke concessions made 
in reciprocal trade agreements. and 
in other ways. The tendency to  
seek increased protection when 
domestic markets soften is a natural 
one. The Government, in determin- 
ing 'its course, must always en- 
deavour to administer its policies in 
a manner which minimises injury to 
individuals. 'But in considering re- 
quests for increased restrictions upon 
importation, the Government must 
also consider the general economic 
effects of such restrictions and 
their consistency with other public 
policies. ' . 

Elfective increas; of import re- 
strictions raise prices to domestic 
users. and. undes normal conditions 
of trade. also force foreign countries 
sooner or later to CUI their purchases 
from us. In  the long run, the artifi- 
cial curtailment of trade generally 
reduces elficiency i n  the use of 
econoniic resources, and thereby re- 
duces the total amount of output. 
These considerations. being well 
known, need not be elaborated here. 
In  addition to them, however, is a 
newer consideration arising out of 
the fact that some of the countries 
whose trade would be affected by 
increased United States import re- 
strictions are receiving foreign aid. 
American restrictions on imports 
make more and'more aid necessary. 
defeating the original object of it. 

Privarc US. IiivEs,i,ienr-Ourlook 
Gloomy: The economic development 
of the United States during the 19th 
century was speeded .end advanced 
by capital investment from abroad. 
The shoe is now definitely on the 
other foot. The economy of the 
United States is now relatively far 
advanced, and has been exporting 
capital for a generation. However, 

i n  the present slate of world in- 
security, little tendency is being 
shown for private capital from the 
United States to be invested over- 
seas, except to secure raw materials. 
particularly oil and metals. 

, .  . . I  

UNITED STATES IS WORTH 
$1,000,000 MILLION 

AT the end of 1951, the United 
States-its land, buildings, equip- 
ment, goods on hand. assets abroad. 
and gold holdings-was worth about 
$ I  .OOO.OOO,OOO,OOO, including , only 
the national wealth above ground. 

Here is the' breakdown of the 
ination's wealth at the end of 1951 : 
residences, $190,000.000,000: land, 
$160,0!30.Mw).OOO: factories. stores. 
otlices. $ I  13.00~,000.000: . other 
buildings. $138,000,000.000: mach- 
ines, factory equipment. railroads, 
etc., $ I  10.000.000,000: inventories 
of goods in stores, factories. etc.. 
$ I  10,000.000,000: autos. appliances. 
househo!d equipment, $103.000.000. 
000: assets abroad and gold held in 
the United States. $44.000.000.000. 
Not included are such important 
items as perishable consumer goods. 
military assets. works of art. land: 
impr6vement costs, and underground 
mineral deposits. 

Measured in constant dollars, the 
investment in machinery and other 
factory equipment was twice as 
much as in 1939 and about five times 
as much in 1900. However, the in- 
crease in bJildings over past years 
has not been enough to keep up with 
the rise in population: Similarly. 
the value of homes, on a per capita 
basis. in constant dollars, is 13 per 
cent below 1929. ' Construction of 
buildings and homes can continue at 
a high level for a long time before 
the country starts to get ahead of its 
potential needs. . 

" U.S. N e w  orid IYorlrl Rcpo~: . ' '  
l$'mltir,$ou, AuarriI 5 .  1951. 
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How Italy Transfers Land to Peasaiits 

BY MARIO BANI>INI " .  

FROM the passing of the swamp 
drainage law of 1882 until 1950 the 
niain feature of Italy's land policy 
has been land reclamation. Whilst 
progress has been very erratic, this 
policy has been on the whole suc- 
cessful, and much is still expected 
of it. 

After the second 'World War, 
however, it .became evident that no 
great improvement could be ex- 
pected unless steps were first taken 
to change the prevailing system of 
land tenure, particularly to split up 
the large estates. Forms of tenure. 
preserved simply by tradition or 
caste feeling, are the chief obstacle 
to the creation of those types of farm 
which economic science has shown 
to be the. best. (See ECONOMIC 
Dtmsr ,  November. 1951. p. 502. 
for .the .U.N. .-Report on Land- 
Tenure Reform in Under-developed 
Countries): 

The large Italian estates are con- 
centrated in the Po plain, central and 
southern Italy and in Sicily. 

The contrast between the economy 
and production of those areas in 
Italy where farming is extensive, and 
those where it is intensive, can be 
largely but not entirely explained by 
the effect of the climate. There is 
no doubt that the south and the 
islands, where most of the large 
estates are found, are subject to 
drought, and have a prevalently 
clayey soi!. with little natural 
fertility. 

On the other hand, it must be 
remembered that modern technology 
has found many ways to improve 

cveii soils such as these by the use 
of irrigation as well as dry farming. 
by deep ploughing in summer so as 
to hold the  winter rains, by prevent- 
ing soil erosion.and the like. The 
question which needs an answer is 
why modern farming technique has 
no! had 3 proper chance in these 
areas. 

The reasons have their roots i n  
past history. One reason is that, 
mainly because of malaria, the farm 
workers have left the flat, open 
country and have congregated in 
very large villages, often containing 
a peasant population of 40,000 or 
50,000 who live as much as nine or 
ten miles from their work. In such 
conditions no improvement is pos- 
sib!e. That is why the great estates 
have so few of the things which they 
ought to have, whether it be .roads, 
houses, water supply, drainage or 
stream control. The land is divided 
between grain crops and pasturage 
for the sheep, the yields per hectare 
being very small. 

The peasant in his village usually 
has no more than two or three small 
rooms (frequently p l y  one), where 
he lives with his family and, his 
mule. which is his only animal. used 
for work and transport of every 
kind. .. 

The landlords who own the estates 
are nearly always absentees. They 
live in Naples, Rome or Milan, and 
lease the land to a kind of suh-land- 
lord called a "gabelloto," who lets 
it to the peasants. trying to squeeze 
the most out of them as well as out 
of the owners. , .  



Therc would appear to be nobody 
to take the place of these owners 
except the peasants, as there are no 
middle-class farmers in these dis- 
tricts. Doubts have existed in the 
past whether the peasant would be 
able to carry on farming better than 
under the present system: but the 
war has had ‘a deep eRect on th: 
peasant mind. I t .  showed him 
machines. it put a premium on indi- 
vidual initiative. We can assume 
today that if the peasants became 
responsible for farming. economic 
progress would be promoted rather 
than retarded. 

Land Refonii L a w  
Three special laws have been 

enacted. and these are in fu l l  force, 
namely: - 

(a) The law known as the “ Sila ” 
Law. named after the mountains in 
North Calabria. This lays down the 
lines of land reform for Sila proper 
and in those eastern parts of Cala- 
bria which.adjoin thz Ionian Sea. I t  
was enacted on May 12. 1950. 

(,b) Law No. 8$l.,of,OctOber 21. 
1950. This is the ‘I Extract” Law. 
the purpose of which is to anticipate 
the general lapd.reform law in the 
areas where  this is most urgently 
needed. It empowers the Govern- 
ment to define by decree the regions 
to which the law is to apply. 

(c) The Law of December 27, 
1950, which was issued by the 
Regional Government of Sicily. This 
is in ttii ‘nature’of a general law 
applying to the whole of that island. 

The “ Sila ” Law differs from thk 
“ Extract ” Law mainly in the pro- 
cedure for expropriating land. Under 
the “ Sila ” Law all land held by one 

owner in excess of 300 hectares may 
be expropriated. in so far as it has 
not already been subjected to inten- 
.sive methods of cultivation. 

The “Extract L a w ”  is the basic 
law, and its main provisions are: - 

1. Landed ’ property in certain 
areas is made subject to expropria- 
tion to a greater or  lesser extent. 
depending on the size of the pro- 
perty and the degree of intensity 
with which it is farmed. The land is 
“ measured ‘’ by the taxable assessed 
income from it, and the intensity of 
cultivation by the assessed income 
.per hectare. The degree of expro- 
priation varies with areas, but on an 
average the percentages are:- 

Medium estate: 
Intensive . . . . . .  20-30% 
-Extensive . . . . . .  4540% 

Intensive . . . . . .  50-55% 
Extensive . . . . . . .  70.80% 

2. Landlords can retain one-third 
.cf the expropriated area, provided 
they carry out radical improvements 
and intensify the cultivation. 

Some ‘lands ‘are exempted if 
they are certified as.‘‘ efficient.” The 
criteria are: crop yields a t  least 40 
per cent above the average for the 
district, an average labour-input of 
not less than 0.30 man-units per 
hectare, and superior conditions of 
work and living for the workers. 

4. The compensation paid’to t h t  
owner is equal to the Fssessment for 
the purposes of the property tax .of 
1947. It is paid in 25-year 5.per 
cent Government bonds. , . 

5 .  The land is.ailocated. within 
three years of expropriation to the 
peasants who are entitled to it. They 

Large estate: 

. .  
3. 
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pay according to a ,formula as 
follows: - 

The compensation value (well 
below market price) plus the .value 
of improvements carried out by the 
Land Agency (minus subsidies for 
those improvements) ntulriplied by 
two-thirds. This amount has to ,be 
paid over 30 years with interest at 
34 per cent. 

I 

Helping New Owners 
The improvements made*by the 

State frequently involve an outlay 
approaching f l O O  an acre, but in this 
work the labour of the peasants who 
are eventually to have the land is 
used as far as possible. At a com- 
paratively early stage the peasants 
will be allowed to work the land 
while the improvements are still in 
progress. In later stages technical 
advice and assistance. coupled with 
a cheap and ready credit system for 
the purchase of seed. tools and 
domesfic food during the growing 
period, is given. 

Farmers receiving land are 
grouped into settlement centres of 50 
to 100 families, and co-operatives 
are encouraged. 

The whole expropriation and ,re- 
settlement are expected to be com- 
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pleted by the end of 1952, and in a 
few years all res nsibility for 

farmers themselves. The estimated 
total cost to the state-365,000 
million lire -($550 million or f210 
million). - 

further progress W I  f? pass to the 

! Fuutnufes: In Southern .Rhodesia, 
some 17,000 natives are being 
moved from Crown and alienated 
lands into a new Native Reserve. 
More than four million acres have 
been made available, furnished with 
dams, soil conservation works (soil 
erosion is one of Rhodesia's biggest 
headaches) and stock control mea- 
sures. To each water borehole there 
will be ten families and no more 
than 240 head of cattle. 

Point Four organisers, with finan- 
cial help from the Ford Foundation 
and the Royal estates, are reforming 
land tenure in the Shah's estates in 
Persia. The peasants are given 25 

Persia is estimated to contain 41.000 
villages, in 40,000 of which the 
tenants live under a system that 
amounts to serfdom. (See Man- 

'chester Guardian, August 4 and 5, 
for two articles on the sorry plight 
of the Persian peasantry). 

years to pay for their land at 20 per 
cent of its value. The whole of ~ 

I 

LAND REFORM FOR THE FELLAHEEN 

Colonel Neguib's Army H.Q. in Cairo h3s driwn up a scheme of land 
reform for Egypt. No person or institutinn will Ec allowed to hold more 
than 200 acres; the remainder will be taken for distribution to the landless. 
Pavment' to orcvious owners will t e  in thirtv-vear tressurv bands on B 
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" Uneconomic Industries "-What Are They? 
An Alrstraliaii coinnien!--to keep an econorny fluid, rhye must be no 
'' special cases," and to keep it progressive, - there must he no, turning hack 

AUSTRALIA'S drastic import restric- 
tions have caused much discussion 
about the position of so-called " un- 
econoniic '' indus!ries. These indus- 
tries have not been.uneconomic in 
the sense of not showing a profit to 
their owners.. On the.contrary, be- 
cause they have been profitable, they 
have attracted capital and labour. 

.But it  has been argued with good 
reason that a policy which en- 
courages (say) light industry may be 
uneconomic in that it draws limited 
resources into those channels to the 
neglect of basic industries and rural 
production. The long-term interests 
of Australia, it is argued, demands 
maxinium expansion of her primary 
industries. 

When any industry's interests are 
threatened, it  produces ample evi- 
dence to establish (to its own satis- 
faction a t  least) why it should be 
treated as a special case. Whether 
what is to be curtailed is a particular 
public work or Government depart- 
ment, a pin factory or a motor-car 
works, sheep-raising or. dairying, the 
issues are made to amount io a 
'' special case," and reasons will be 
adduced why the necessary restric- 
tive measures should be appliFd in 
some other direction. 
.Uneconoinic .4 griculrirre? 

The decline of dairying and 
wheat-growing in Australia has been 
commented on as'a state of affairs to 
be regretted. But. in an overall 
picture, is it possible that this trend 
could be desirable? 

A suggestion that there could be 
such a thing 'as over-investment in 
sheep-raising for wool would sound 
like heresy. Yet, is Gutter made from 
the butter-fat content of cows' milk 
the most efficient way to supply a 
community with an edible fat? And 
is grazing of millions of sheep the 
most, efficient means of producing 
apparel fibre? 

This does not mean that hereafter 
public works designed to improve 
the carrying capacity of exclusively 
sheep-raising areas (that is areas of 
land for which no profitable alterna- 
tive uses can at present be contem- 
plated) should be retarded or aban- 
doned merely because in the opinion 
of some people the prospects of 
econoniic returns therefrom will 
have receded ten or more years 
hence, because of advances in .  the 
industrial production of fibres. 

Silk was eclipsed by nylon, yes. 
But is that sufficient, ground on 
which lo accept. at this stage: that 
wool cannot compete, or that it may 
not prove a ,valuable adjunct .to 
fibres produced' by alternative 
means? 

Likewise, .the superior quality of .  
or consumer preference for butter is 
no guarantee of its economic survival 
against other edible fats. Peanuts. 
coconuts and wKales. from which oil 
lo manufacture margarine i s  derived, 
are just 3s " natural " as dairy cows. 
Policies are Here.Toduy . . , 

In truth-and it'must be acknow- 
ledged-there is not for any indusfry 
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objectives closely allied to and often 
undistinguishable from political ex- 
pediency. ,,What is essential is that 
we recognise objectives for what they 
are-short-term, and expedient. 

The probable future ,o f  indus- 
trially-made fibres cannot be ignored 
in determining the wisdom of expen- 
diture of millions of pounds on 
water supply,. road and rail construc- 
tion in certain areas. Expenditure 
designed .ypecificu//y to raise dairying 
production in certain areas, against 

LIFE AND TIMES OF A HOUSING CHAIRMAN . , , 

* I  

Wc .had' complaints lrom onc of our tenants :hat the eldcrly woman 
upstairs' made too much noise. so we rehoused her. Then her next neigh- 
tours started complaining. I called on her. and she shawcd me hnlf a 
dozen biscuit fins which she bashed on :he floor a1 onc o'clock in Ihc . 

envied task oI.making and justifying 
decisions. 

Put in its.simplest'form. the know- 
ledge (if .accurate foreknowledge 
can ever exist!) that an at present 
essential commodity " X " will, by 
the development of new processes. 
be entirely supplanted ten years 
hence by a new commodity "Y," 
does not alter the Fact that demand 
is a continuous process. A project 
that may take many years to develop 
may have to be persisted with, there- 
fore, to support production of  " X " 
meantime notwithstanding that 
simultaneously its functions may be 
neutralised .by progress in the field 
of " Y." We cannot. for example. 
neglect developmental works such as 
the Snowy River Scheme, or neglect 
conditions in. and the efficiency -oF 
operation of coal mines, because 
some scientists 3re confident that 
within ten to twenty years we will be 
able to make our rain to order and 
generate electricity from' atomic 
energy. Works related to the future 
production of wool and butter are 
no different in principle. 



420 

Britain's 1951 Census of Population 
'Tta proportion of elderly people has 
increased greatly since the last Cen- 
sus in 1931. Men 65 and over, in- 
creased from 6.6 to 9.3 per cent of 
all males. women 65 and over from 
8.1 to 12.3 per cent of all females. 

The percentage of married women 
in total female population has also 
risen; the figures are (England and 
Wales only): - 

Age 1931 1951 
15-19 ... 1.8 . 4.5 
20-24 _.. 25.8 48.4 
25-34 _.. 67.0 81.9 

The proportion of divorced per- 
sons has also risen considerably. In 
1931 only 8 in 10.000 were divorced, 
now 45 in 10,OOO are so;- women 
divorcees are relatively and abso- 
lutely in greater numbers than men 
divorcees. 
Occupations 

The working population is now 
22f million all told; 805,000 of,these 
are 65 and over. Agriculture occu- 
pies just over 1 million, mining and 
quarrying 845,000, textiles 1% million 
-these :hrec broad categories are 
declining in labour force. The ex- 
panding occupations in industry are 
chemicals (444.000). metals, engin- 
eering and vehicles (nearly 4 million) 
and building (over la million). 

Among non-industrial occupations 
the expanding professions are: Doc. 
tors, dentists (54.000 against 41,000 
in 1931). Teachers (305,000 as 
against 261,000 in 1931-men 
teachers having increased 50 per 
cent), Architects (16.000 as against 
9.000), Accountants (27,000 as 
against 14.000). Civil, mechanical 
and electrical engineers (94,000 as 
against 33.000) and Scientific wor- 
kers ( I 1  1.000 as against 28,000). 

- 
Painters, sculptors, etc., have de- 
clined from 16.000 to 15.000. 

One in every ten workers is now a 
clerk or typist; the figures for this 
giant group are: 2,124.000 in 1951 
as against 1,273,000 in 1931. 
Housing 

Of the 14) million households in 
Great Britain, 12,403,000, or 86 per 
cent have structurally separate dwell- 
ings. The total number of dwellings 
increased between 1931 and 1951 by 
over 3 million; the number of house- 
holds by about the same number. 
Average size of household is 3.21 
persons. The number of people living 
alone has more than doubled since 
1931: they occupy 3.2 rooms apiece 
on the average. . 

Households of 2-4 persons have 
increased by 40 per cent., those of 
6-7 decreased by 30 per cent., those 
of 8 or more by 52 per cent. About 
14 per cent of total households share 
a dwelling. In England and Wales 
in 1931 there was 0.83 of a person 
per dwelling room; in 1951 the 
figure was 0.73. Therefore, in spite 
of an increase in population of 3% 
million in the period, the average 
standard of density has not declined. 

Footnotes: A Vital Statistics Re- 
port of the World Health Organisa- 
tion says that since 1851 the popula- 
tion of the world has about doubled, 
From 1,171 million to 2,378 million. 

Preliminary figures from the South 
African Census of 1951 show that 
the Europeans there are multiplying 
by I 1  per cent per annum, natives by 
9 per cent. and the Asiatics by 28 
Der cent. Total ooDulation - 
12,650.000, of which ;at;ves number 
8,500,000. 
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/rem1 in this Secrion m e  kepr for one 
yeor at rhe ofices of Economjc .Digest. 
They are ovnilohlr IO members of rhc 
Economic Reseorch Coimcil nnd readers 
by orrongenrenr. Please write, ciling 
reference nirmhev of iremr given in 
bruckers. ro I S  Sourh Srrcer. London. 
W . I .  or relephone CROrvenor 4581. 

N 3 R T H E R N  .IRELAND: Economic 
Progress 2nd Business Conditions in 
Northern Ireland. Midland Bank Review, 
London. August. 1952 (146). 

STANDARDS OF LIVING: Standard 
of Living and Real Wages in Various 
Countries, by E. von Hofsten: Quarterly 
Review. Skandinaviskx Bmkcn. Stock- 
holm. July.'l952 (in English) (147); Thc 
countries are:  U S A . ,  Denmark. France. 
Italy. Netherlands. Norway, Russia. 
Switzerlnnd and W. Germany; a tablc is 
given ' of work-hours required to buy 
st>plc foods, 10gCthCr with a discussion 
of other factors which m ~ s t  be takcn into 
B C C O " ~ 1 .  

INDIA: Dcvclopment of the Tre3sury 
Bill i n  India. t y  S.  L. N. Simha. Reserve 
Bank of India Rullctin. Bombay. June. 
1952 (148). History of this form ol 
Government financing since 1917. with 
fdl statistics. Also in the same itcm is a 
shor; survcy of the Indian Centrd Budget 
195?/53. 

Po.rrcr m d  Irrigation Dcvclopnents in 
ladis. The Times Review of Industry. 
London, August. 1951 1149). Dcscription 
of thc backtone of India's Six-Year Plan. 
CANADA: The Widening Influence of 
Prairie Oil and Cis. Monthly Review. 
Rank of N o m  Scotia. April-Mby. 1952 
( I  50). Includes detailed maps of the dk.- 
covcry arcas and pipelines 

EXPORT CREDIT GUARANTEES: 
Export Crcdit Insurancc within the 
Framcwark of Export Promotion. -Quar- 
terly Review. Amstcrdamsche Bank/ 
lncasso Bank, Amsterdam, No. 96. l9S2 
(151). Theoretical and practical: dcscnp '  
tion of the exports crcdit guarintec 
market. in gencral. and Dutch' expericncc 
in pariicular (in English): . ' 

INSURANCE: British Insurance.. S u p  
plcment to thc Economist, London. July. 
12. 1952 (152). A survey of Britiih 
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insurancc in 311 its aspects. with dctailed 
figures of the bigger concerns' assets. 
liabilities and interest rates, and a table 
on the business done i n  the U S A ,  by 
British companies. 
PKODUCTIVITY: Streamlining Produc- 
tion. Ando-American Council on Pro- 
dudvi ty , -  ).ondon. August l o / )  I, 1952 
(153). .Revicw of the internal-combustion 

. eneinc. industrv. and the chanees that 
~~~ ~ ~ ~~~ 

- h a i r  taken place sincc the first report of 
the Council on  this subject in 1950. 
ITALY: Italian Emigration: Its React- 
lions on World Pc cc Italian Affairs. 
Romc, July. 1952 1154): Includes a tablc 
showing total emigration sincc 1900. and 
its division inlo Europe and Overseas. 
Up to 1914, emigration was around 
1,0002,000 per 100.000 inhabitants. But 
in 1951 the figure was 286 per 100.000. 
Statistical Appcndix to thc Quarterly 
Review of the Banca Nazionalc dcl 
Lavoro. Rome. March. 1952, (155). 
Figures on investment, national income. 
p:iccs. wages. ctc., and an analysis of the 
1311 four CCntrill  budgets. 
GERlMANY: Ccrm3n.Debts and Asscts 
in Foreign Countries. Wirtschaftsdicnst, 
Kid. July. 1952 1156). Thorough analysis 
of the German debts. and some sharp 
comments on the Agrcement of this year. 
partlcularly regarding the anti-cartel 
policy of the Allies (in English). 
HOKG KONG ' Hone King E c k s  Ncu 
.M3rkcts. Financial Tim;<. I.ontlon. Jul! 
I I .  1952 I 1571. Shun Jcscrint'on of Ihr. 
present ccondmic situation 'in thc Far 
Easter? Gibrdtar. 
MARGARINE,: The Placc of Margarine 
in the Economics of Nutrition. Unilevcr. 
;+nitcd. London. August, 1952 (158). 
*.acts and figurcs on edible oils and fats. 
ROYAL COMMISSION ON TAXA- 
TION:  Memorandum of Evidence ty- 
thc Internationnl Chamber of Commerce. 
London, May, 1952 (159). Chiefly directcd 
towsrds reform of double-tantion an 
internatiojml iemittanccs. 
Second Memornndum of the British 
Bankers' Association. London. June. 1952 
(160). Concentrates on two problems: 
The rate of progrcssion in British income 
tax. comparcd with Australia and 
Canada. and the eRects of various 
methods of inventory valuation-a most. 
valuatlc scrics of examples of the effects 
on took. profits is given, using FIFO. 
LIFO. Cumulative' Avcragcs and Basic 
Stock SyEtems. 
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FD:~ n m : K E s c E .  CON~IWFD tagcthcr with a note on the foreign trade 
EGYPT: Egypt in 1951. Annual Address durine thc year. Imports rose. but gold 
of the Presid&t of the N m o n d  Bank of accounted f6r most of the rise; the excess 
Egypt. lournal of thc Anglo-Egyptian of imports more than doublcd ovcr that 
Chamtcr  of Commerce. June. 1952 IlhlL of 1950. The U.K. remained EwD13 ~ O D  ~. ~~. 
Trxlc  and  financc rcvicw of ihe c o & ~ ~ .  buyer and supplier during the yi%. 

New Books Reviewed 

NOIIIIII,V Digesr of Slarisrics H.M.s.o.. London. M ~ Y  1952 

This recent numtcr of the re:ula,r war pensions. Total expcnditure on 
monthly series of statistical digest IS National Health and Inourancc payments. 
worth special mention tcwusc i t  con- Education. National Assistance and old- 
tains the most complete official figures, age pcnsions. housing subsidies. Family 
an social services cxpenditurc since thc Allowances. nutrition services. and child 
Second World War. Food sutsidirs are care wxs f1.442 million in 1950/51 as 
not included, but the costs of the milk' against f1,381 million in 1949/50. 
and welhre foods schemes am. So arc 

7'kr Rnre of lrircrcri arid o;Arr essflys, by Joau R o b i n m n .  Miiriuillarr. Loridon, 10s. 6'1. 

The thcmc of thcse essays is an money politics,' her parting shot is: "If  
analysis of ii dynimic economic systcm. the authorities' ncrves are shaken by the 
"We have all been studvinr dvnamic ferocious crowls with which the bears 
cconomics 311 our livcs." lay; M ~ S .  
Robinson, "for no one c m  refrain from 
reflecting on :tctuaI cconomic cvents. and 
nctual events arc always dynamic." The 
analysis is oflered. however. as an agcnda 
for discussion and nut as complctc in 
itself. 

Thc  ess3ys are on '  "The Rate of 
Intcrcst.",."The Economics of Technical 
Progress and " T h e  Generalisation of 
the General Theory of Keyncs." All arc 
written in the delicious style we have 
comc to expect of the author. On chcap 

h a w  bcch dcafening them. and oncc 
d l o w  bond prices lo  rclnpse. the growling 
of the bcars, turns to joyous yelps of I 
told ,you so and the expectcd bond rate 
is SO much the higher for ever after." ' 

The notes on the economics of tcchni- 
cal progrcsi arc particularly well worth 
rending. Thc eflcct 0" wages of innovn- 
lions' in industry IS fine-drawn. and 
shoilld form part of the economic 
atudcnt's compulsory reading from now 
on. 

This pamphlct deals with thc pr'cscnt 
system of arbitration in labour disputes 
in Britain. I t  contains a short historical 
survey of  t6c subject, with the conclusion 
that "govcmmcnt policics aiming at 
nuking arbitration an alternative to col- 
lectivc bargaining or at giving i t  a central 
dace in 3 regulatory system under lezal 
iupcrvision h3vc. hisiorically, failed." 
Encouragcment of conciliation, on thc 
other hand. has hsd more succcss. One 
,&ion which this pamphlet helps to 

scttlc is whcthcr arbitrators arc '' im- 
partial." '' I f  impartiality means to makc 
judgmcntr in the light of Some objective 
principle independent of the interests in- 
volvrrl. thcn Irrb!tr.itorc cmnot bc impar- 
r i : i l  brcausc no iuch universnl principle 
h:tv vet bcun revealed. Thc concern of 
a r b i t k o r s  is to make the decision which 
is least likely to provoke resistance from 
either side. Arbitration nwards reflcct 
the industrial situation. not the Dersonal 
prejudice of arbitrators.' 
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The Pnrrern of Life in Polond, by varioas arirltors. Mid-Eitropean Research and 
Plonninq Centre. Paris 

' 
.This series (twenty b w k l e u  all told) ip the economic institutions, and notices will 

now printed i n  an  English version, distri- be given in ECoNoMlC DIOST as they 
butcd in Britain by the Society for thc appear. The serics is written for serious 
Promotion of Central European Studies. students of the Iron Curtain couotries, 
So far nine numbers have appeared, on and is a painstakin and reliable collation 
the political institutions, cducational sys- . of facts, leavened gy a little level-headed 
tcm, judicature and the press of modern commcnL 
Poland. Later numtcrs will deal with 

. .  
Foreign Exchonge. Reserve Bonk of. N e w  Zeolmrl. Wellingron. Zs..6d. 

This is a collection in book lorm of dcscription of thc setting-up and opera- 
fourteen articles published in the Bulletin tion of the European Payments Union. 
of the Reserve Bank 01 New Zealand written in August. 1950. Although much 
over the last two years. They deal with gold and many credits have flowed over 
exchange mechanisms generally, concen- the accounts since then, the article is still 
trating on the dollar and sterling pheno- valuable, i f  only to remind the reader 
mena as they allect New Zealand in that the Union was intended as a step 
p!Ricular. The articles are very SUP towards liberalisation of trade. and not. 
cinctly written, and in this callectcd lorm as some seem to think. a method of 
they will bc invaluable to teachers and 
students. The collection ends with a 

subsidising monctary arcns. 

UNITED NATIONS PUBLICATIONS 
Qunrtcrly Bulletin of Steel .Statistics for 

World Economic Report. 1950-51 (I Is.). Europe, No. 7. lune,, 1952. ECE, Geneva. 
and Supplements an Africa (3s. 9d.) and 
Middle East (7s. 6d.) are now availohlc Prices of Agriculiural Products nnd Fer- 

' / r i m  H.M. Srarionery O F e .  tilisers iri 1951152. ECE/FAO Agricul- 
tural Division, Goneva, July, 1952. A 

Population Bullclin No. I (May, 1952). sredy of overnge prices paid io formers 
from H.M.S.O.. 4s. 6d. A nciv occnrioitnl in 17 Earopem coeimics. 
p,,hlicarion. conraining brief orricles. Firsr 
i swe  incl,idcs '' Ttr! Pas1 ond F i t r i m  of Mining Development in Asia and the Far  
World Popelorion mid " Inrernnrionnl East during 1951. ECAFE. Bangkok. 
Migrnrion in rlre Far Enst." June. 1952 (Document ElCN.I l I1 .  and 

T/ 1.19). 
Commodity Trade Statistics. Fourth Isrue. 
Jan.-Dec. 1951. Statistical Papers Series Third Annual Report on Exchange 
D. No. IO. Export ond imporr fiat,rc.v Restrictions. International Monctnry 
(0, 18 cu,,nrrie.v. Fund. Washington. May, 1952. 

-~ 

JAPAN, GERMANY JOlN WORLD BANK, WORLD F U N D  

Japan'-became a mcmbcr of thc International Monetary Fund and of 
thc internalionol Bank for Reconstruction and Dcve!opment on August 13th. 
Hcr quota lor the I.M.F. is S250 million, 2nd a simi1P.r sum is sutacrited 
by her to the World Bank. Wcslcrn Germany tccamc :I member a i  t o t h  
thc World institutions on Augtlst 14th. Hcr I.M.F. quota is $330 million, a 
similar sum k i n g  subscribed to the World Rank. Thcse ~ P W  members bring 
thc total to fifty-three countrics. lapan lias applied to join the G.A.T.T., 
but a postal vote has rejccted her application; she may apply again at the 
next lull mceting o i  G.A.T.T. in October. 

US. E!rihos.?y nellerin. Londuit. A I ~ , I S I  14, 1952 ' 
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. .  Also Worth Reading . .  

Electricity, Coal and the Domestic Consumer. The Srorisr. London. July ,26,  1952. 
A protcst .at the fallacies in ,the argumcnts which say things ,like stopping 
people using electricity.for heating will solve the .fuel problem." If the.various 
alternatives for lighting and heating ore priced to reflect the real cost of providing 
.them. " the  public can decide what they want.." 

Problems of 'Under-developed Countries. Ekonomska Rcvija. Ljt;hljano, Jugorlni,in. 
Nos.  3-4. 1952 (in'Slovene, with English summary). .A warning that aid.10 under- 
developed countries must not be approached from the standpoint of 'aefencc 
first. development afterwards 

' '  

Structural Changer 2nd Purl-war Problems. in Ihr  Greek Economy. WdrwirricIw/r- 
lichcs A r d t r v .  K i d  Unirerrirr. R m d  6% Helr 2 .  1952 (in German). A thorough 
survev of thc Crrek ccondmv. u,ith Reurcs brouaht UI) 10 1951. - - .  

The U n u s y  Triangle, Econoinisr. London. Augiisr 9. 1952. There is a lhree-cornered 
incompatibility between B stable price :level, ful l  employment, and free collective 
bargaining. I t  is not possible to have all three, although theoretically at leas1 
one can have any two. Which shall be thrown overboard in Britain? 

Keinsumncc at Work, Economisr, Loridon. Augasr 9, 1951. Description of the 
'' hcdzins" market in insurance in Britain. 

, ~~-~~ ~~ 
~ ~ ~ , ,  ~~~~~~ ~~~ si& of the slump is the movemsni of workcrs into industries where thcy arc 

needcd more; but there arc snags-Lancashire has not a sufficient 'diversity of 
industries to take these workers; and the real shortaqe is in skillcd engineers. not 
in the kinds of worker (mainly women) that w e  coming on to the labour,market. 
This articlc, which is written by K. S. LOMAX. also warns the cotton industry 
that it must not rely on preferences to keep its foreign markets: an Government 
favours must bc deserved. by showing greater adaptability and ei&iciency. 

m\cstnicnt in the Cmidian 011 Industry will r i x  lrom 1250 millhn this ycar t d  
S4tUI mi1l.m a )car wnhin the m x t  fLw years." Operating ~ 0 5 1 s  in some cases arc 
x l u h t l v  hiuher t h a n  in the U SA.  Rul the d ixovsr in  sd f i r  h i \ c  been swttcred . ~ ~ .  , ~~. . ~ ~ . ~ ~ ~  ~~~ ~~ ~ ~ ~ ~ ~~~ ~ ~ - and small-Canada is not another Middle East. 

Thc Development of British Monetary Policy. by R. S. SAYERS. Qiiarrerlr Review. 

I ~~~~~~~~~~ 

" i ~ i c e  ruling doctrines. But teeth hive seen put into thc old policy . . . thc 
policy remains essentially the old one of credit discrimination. but it has becn 
made altogcthcr more rtWtiy 3nd also, lor the government. altogether more 
expensive." An adminbi. exription from thc technical standpoint of , the 

A Commodity Price Indicator. Eco,!o,nisr. London. J d v  19. 1952. A new calculation, 
avoiding the pitfalls of the British pricc indices; of 3 general index using quotz- 
tions lrom the most reprcrentativc mirkets (London for tin and rubter. New 
York for capper. Colomto for tea. etc.), with clear charts of movements in thc 
period 1947-mid-1952. 

Hmsxrd Items (Commons Reports): Kenya Land Hunger, Jidy 17. Colu,nn 2346. 
Colonial Development Corporation. July 17. C o l ~ n m  2359. U.K. Food Subsi- 
dies, 1952-53. J e l y  23. Wrirrot Anrivers. Cola,m 36. Transport in the Scottish 
Economy. July 28. Cola,rt,z I I 13. Economic Debate, Jslv 29, Colwnm 1273 /oil., 
July 30, Coltrtnnr 1495 loll. 

' prcdnt monetary disbositian. 

' 
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