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Some aspects of post-war economic plenning in-the United States
ana_in the Unitea Kingdom

By
Merceli J. Grobtuch

SUMMARY OF THE THESIS

The planning in the Second World War Ior long-run economic improvement
end & better economic worla for everybody wes uniike the First World
Wer both plentiful and vigorous.CGovernmental le&ders &s well as eocono-
miste were putting forwerdas nuaerous plans but generally 1t may be seid
that they ulmost agreed on the diseases to be ocured or eliminated from
world's organism.Foremost auwong those ulseases were uneumployuent and
barriers in internstional trade.The war has shown large possibilities
for the exlistence of &-better economic structure &s well &8s the neces-
sity end possibility of international cooperation,especlially Anglo-Ame-
rican cooperution.’he dependence of pe&ce upon stable and well organised
economic machinery and free traue wes also proved.In Great Britaln,un-
like the United Steates,lhe relevance of Government intervention got
also wide recognition.

In marked contrast to the Lest-war experience,the plamming for full em-
ployment hes occupied & prominent plece during the Second World War.
This was to & great extent the result of the losses sultered from the
lsck of full employment in the inter-war period and the persistent un-
employment reignlng during the whole per.od between two wars &t & high
level.On the other hend the experience ol the war has shown once wore
thet unemployment can be eliminated,znd Keynes' contributlion bringing
the whole matter to the conclusion that unemployment can and must be
abolished were of utmost importance,thc wmore that Keyues' idezs were
widely accepted by alwost all compeleni economlsts.

Full employment does rot mean the ewploymeni of everybody &nd all the
plens sllow some small percentage ol uneuployed.Among those pleans the
British White Paper gained & great prominence a8 the Iirst assumption
by the Goverument of responsibillty in the field of employment.The po-
licles it proposed were,however,very csutious end were widely eritici-
sed,especially by Sir William Beveridge,the &uthor of snother plen,much
more courageous and progressive.lhese plans were supplemented by meRy
others often incorporating interesting methods end proposals.In the
United Stetes there wes the ¥ull Buployment Bill of 1945,a mild imita-
tion of the British plans.

Next we discuss sdoial security schemes in both countries but since
they are only & cushion mitigating the efrectis of a reduction in employ~
ment,the sttention’paid to them is comparatively small.As for texation
methods,all the more important propocals are analysed,with special at-
tention to Americsn plens as Americs emphasised this means of fight
against unemployment more then Britaln.

. * . -
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The next problem of great importance is the extent of Government inter-
ventlion,& strongly-debated question.It 1s shown by relevent statistics
that private capital formation 1is insufficient for providing full em-
‘loyment and that the fCovernment must &dd 11s expenditure which will =
+1so contribute to redistribution of wetdth.?his is connected with the
need for new methods of budgeting end proposals &re put up for & double
budget or for iwo difrerent kinds of budagets,one of which is to provide
for vapiteal outluys.RBconomists disegree on the point whether the incree~
sed Governuental’ expenditure is to be covered by texatlon or by borro-
wing and this important debatle ouvupies some plece 1n this thesis.The
unorthodox school of public finance fevours large extenslons 1in national
debt,pointing out that this debt dillers from private debt &nd that it
will cover itself with the increzse of netlonal income caused by Ifull
employment.lhis gsgertion 1is docunented statistically.
Lastly,the chapler on tull employment treals of some less important
problems &and ends with a warning that the dilferent conditions of the
vransition period should not lead to ihe abandonment of all the eims
snd plans,under the sug -estion that the eifficulties heve been rinally
overcome.The transitlon period cowprises too many war-time features to
allow such thoughts to reumove our fesrs that unemployment may some dsy
return to our life.

while it is recognised that the inter-war period was & failure a8 re-
zards &t leest the field orf international trade,& close examination of
i1ts sspects and the rezson of this fallure 1is necessary.It 1is observed
thet many of the old problems will be present anew siuce the war 18
over.A selutary and generelly aegreed lesson 18 the need for a wide eX-
pansion ol world trade both by removing the existing obutacles snd pre-—
venting the crestion of new omnes,end by r:lising the standard of living

in backward end less developed ureas.

rvrade problems will pley &an importent pert in the determination of

peece and the grestest service thet both Americe a&nd frgland can renaer
the peoples of the worla &nd themselves 18 10 maintaein & high level of
prosperily within thelr own vorders.For the regulatlon ot problems ol
internastional trade & gignilicent document was prepared by tue United
States ,namely 1its Propocels for uxpansion of world Trede and Bmpkoyment.
The Proposala;analysed in deteil ,de:l with governmentally created bar-
riers,with tnose mede by business circles,with intargovernment&l commo-—
dity arrangements and with some irregularities,and besides some specific
measures propose the establishment of an Internstional Trade Organisation
on thellines of other Unlted iations Organlsations.

The importance of foreign trade has been st lest ucderstood in the United
gtstes end following this recognitlion methoas heve becn proposed to aeal
with the wesx parts in the American machinery of forelgn traede.The wea-
kest point is the inudequete supply ol dollars to forelgners anu means
ure discussed to improve lhe gx1isting sltluetlon On which the whole of
American To:relgn trace uepenus,at least in the long run.

Greet Britain,for whom foreign trade is & question of "to Dbe OT not to
be" has undergone &8 & result of this war important chenges which treps8-
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fonned her ability to p&y for imports,and imports &are of vitsl impor-
tunce to CGreat Britain.How 1o desl with this cuestion,how to &djust
industry to fulfil the new obligations 1is belng explained in the sub-
chepter devoted to British problems in foreign trade.

"he vitel importance of cur:ency problems wes &180 rightly emphasised
<nd the ques-.ion was golved to & considerable degree Ln Bretiom Woods
where mechinery ves created which would &lso Iacilitetle Llhe develop-
nent ol world ir&ue.

Anglo-American coopere tion in the post-war world is ol exireme ilmpor-
tance but the iuportence 4s got less in regard Lo overvoming Lhe Ooppo-
sition to ueveloplng end exp&nsionist plens upon which the future of
the world trede &nd indirectly elso,the pe&ce &uOng nations,depend 1O
such &an extent.

when the war was over,tue store ol wer-time planning wes ol great use
end fecilitated congliderubly the specdy resonversion to pesce-time
newas . Wer-time methods were ruopted in preparing national buagetls in
noth countries under our review,snd & .art of thelr var-tile coopers-
tion was still preserved.

In the United States & somewh&at vatered-down employment act w&s finally
russed and economic igoletionism gave up to colleboration.”he importance
of imports and forelign travel wss emph:slised slthough the situation
seemd to be guite favourable.

"he British péople were prepered to lace new und edditional difficult.es
snd harships znd it was que tO war-time planning e&nd the publicity which
surrounded it,that & planned mobilisation and planned de—-control tLook
vlece. ’

AS & result,both count:oies prolited by tlhe war-time planning &na schle-
vements which if preseived snd aeveloped slong the envissged lines wey
finglly :esultl in & belter gconoiulc world,

The EBEnd.




oY

‘" PREPFACE.

Thies thesis as well as its principal motive owe their origin to two
paublications of the late lLeague of Nations. The importance of econo-
mic affairs to the maintenance of peace was to the undersigned always
a matter of paramount importance and the sufferings he has personally
undergone in the course of the Second World War made him even more an-
xious to contribute something (modest as it may be) to the pursuance
of activities which would in the long-run make war a matter of past
rather than of carrent history. Incidentally it was at this time that
the following passage of a League of Nations' publication left a strong
influence on the anthor's mind:

"The issues of war and peace are in essence of a political na-
ture, but economic difficulties help to create that atmosphe-
re of international unrest and suspicion which facilitates the
outbreak of WiTs, and it must be the aim of all right-minded
men to seek every means by which these economic strains on in-
ternational relationships may be eased".(1l).

That this thesis 1s dealing with a set of means envisaged to combat
unemployment and other obstacles in the free flow of trade is the re-
sult of another publication of the League of “ations, where unemploy-
ment and stocks of unsaleable goods were classified a= the most sho-
cking features of inter-war period lecading directly to chaos in world
economy and to the process of undermining the peace.(2).

Four aims have been present in the author's mind throughout the pre-
paration of this thesis. He wanted to show the importance of economic
planning during the Second World War and compare it with last war's
8ituation and that justifies the rather lengthy introductory chapter.
Two following chapters presented the British and American problems,
aims and projects in the field of employment and foreign trade rela-
tions, all of them based on the experience of the inter-war period.
The concluding chapter attempts to show how much of those plans has
survived when hostilities were over and how much was realised in the
practical form.

The pursuance of such a programme has necessitated a vast and gene-

(1)‘League of Nations, Report to the Council on the work of the Joint
Econ. and Financial Committees, 1942.p.9.
(2).League of Nations, The Transition from War to Peace Economy,1943.p.C
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CHAPTER I, GENERAL ASPECTS.

Summary of Chapter I.

The planning in the Second World War for log-run economic improve-
ment and a better sconomic world for everybody was unlike the First
World War both plentiful and vigorous, Governmental leaders as well
as economists were putting forwards numerous plans but generally 1t
may be said that they almost agreed on the diseases to be cured or
eliminated from world's organism. Foremost among those diseases were
unemployment and barriers in international trade. The war has shown
large possibilities for the existence of a better economic structure
8s well as the necessity and possibility of intermational coorporation,
especially Anglo~-American cooperation. The dependence of peace upon
stable and well organised economic machinery and free trade was also
proved, In Grext Britain, unlike the United States, the relevance of
Government intervention got also wide recognition.
There is a general agreement on the fact that during the First World
dar little if any economic planning was done. The populer slogan was
"Back to 1913" and the possibility of returning to the former status
was presented to plain people as the worthy stimulus for greater ef-
fort and for losing lives on the battlefields, There were no organi-
sations to plan for a better future and no descriptions of a better
economic world to be fought for. As one authority puts it clearly:
"sn examination of the popular and learned periodicals issued
during the last war shows almost no preoccupations with pfo-
blems of postwar planning. As victory finally loomed ahead, a
number of programs for "Reconstruction" did emerge, but these
were almost exclusively international. (1).
And a careful review of obtainable references and sources strengthens
the belief that there was almost no interest in what might happen in
the economic field the next day after hostilities end. People believed
simply that the situation would at once return to the pre-war status
and there was hardly any attempt to warn the public at large against
the danger of such an attitude. The subsequent results of this lack of

(1). Samuelson, Paul A., Pull Employment after the War in Seymour E.
Harris (ed) Postwar Economic Problems, 1943. p.47.
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planning came as a real surprise to people but the surprise was a
co=ztly one. Its cost incluied the greatest jepreg:ion ever heard of,
a number of smaller depressions, zeneral unstability, growing dissa-
tisfaction and lact but not lenst, the world & r II witn all the hor-
rors and losscs associated with its conduct. Little wonder therefore,
that during the Jecond dorld dar a powerful attempt wus made to avoid
the mistakxes of the past. As DT Brockway states 1it:

" 1getting back to normalcy' has .aroused less enthusiasm as a

post-war aim this time than it did twenty-five years ago. (1).
Normalcy has been too unpleasant for too many people to be acclaimed
once again and the miracles of war production and incomes were at one
time too magnificent and too fresh to allow people such thoughts.

As a result we had in this war a strikingly great number of people
and organisations embarking on discussiona, projecting and preparing
a better economic world. The general public was invited and encoura-
ged to help in planning its own future and less mystery surrounded
various plans for reconstruction and improvements than usual. The re-
sults were quite satisfactory and on at least one occasion of consi-
derable importance as described by the eminent Canadian economist,
Louis Rasminsky:

"The unusual procedure of Treasury officials in dirfferent coun-
tries inviting the world to witness them in the procesc of
thinking out aloud (and thinking their own private thoughts
rather than the thoughts of their Governments) has been justi-
fied by the results.” (2).

The resultinz change in people's attitude was beat maniferted in the
enoruous number of memorandums sent by various planning aasociations
and bodies concerned with planning to British Governven.al Commis-
sions and individuale studying probleas of post-sar importsnce and
the change was de:cribed by Lord Addison in a following passage:

"People realise more and more that poverty, unemployment and
economic discontent provide rrady material at all times for
warmongers and that there can be no safety so long as there
is no united effort to remove them. One of the most eloquent
indications of this widespread conviction is the multitude of
people and the number of orzanisations that issue pamphlets
and memoranda on different aspectis of these posi-war problems. (3

[1). Thomas D. Drockway, A Peace that Pays, 1944, p.ll.
(2). in Foreign Affairs, July 1944, p.589.
(3). The Fortnightlv. Sent..1042. N0.900. Wew Serica. nn. 1702120,
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There is little doubt that this attitude was influenced to a very lar-
ge extent by the revelation of losses caused both directly and indirec-
tly by the lack of planning during the Pirst World War. The costly ex=
perience has taught us a lesson and as ¥r Edward S. Mason, Deputy to
the Asst. Secretary of State for Economic Affairs in U.S. Government
points out:

"fe today are acutely aware, as our predecessors were not, of the
necessity of providing a firm economic base for the political
peace, We have the advantage, moreover, of the costly but pre-
cious experiences of these twenty-five years, hardly one of
which doesn't yield lessons which are relevant to the problems
we face now. Most important, however, is the striking popular
unanimity on the proposition that victory will not guarantee
lasting peace and prosperity, but will only win us the right to
work for these goals. The yearning for peace and the desire for
economic well-being are the two most powerful forces which will
shape the post-war world. The atrength and universality of the-

se ideas are rooted in the two central events of recent years

- the greatest depression in modern times and the greatest war

in history". (1).
Palks of similar contents were of course greatly strengthened by figu-
res such as those describing the losses caused by Great Depression in
the years 1930-1934. These losses were estimated at £22,000 millions
in netural incomes of United States, Great Britain and Germany only or
nearly as much az the total cost of the Pirst World War to all bellige-
rents. (2). But the most striking figures were those revealing to the
plain people the extent of losses caused by lack of Pull Employment in
the inter-war period. This description of the colossal losses could har-
dly leave anybody unmoved. In the United Kingdom, e.g.:

"At one time in the great depression of the thirties 3,000,000
people were out of work representing a net annual loss to the
nation of nearly £00,000,000! If they had been fully employed
the average standard of living would have been £13 a year high-
er for each man, woman and child in the country.” (3).

And Mr Kaldor in his appendix to Beveridge's Full Employment in Free
Society figures clearly that if Great Britain had followed full em~
ployment policy in 19318 she could have had a larger national income

Ty Froceedings of the Academy of Political Science, vol.21.No.3,May
2}; Emplo nen% Tor All (A PEP PampﬁIef!. Pe1. 7 45, p. 301.
3)s ZEQ EiﬁgncZEE Review of Reviews, London, June 1946, p.3.
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by £500 million and £100 million deficit on current public expendi-
ture wiped out. The unem-loyment losses were of special appeal to
Britona who between two wars

"...suffered from unemployment more severely and more persis-

tently than any other country. Mass unemployment which has

been truly called a disease of industry, hung over the nation

like a great shadow during most of the years between 1919 =

15359, It loomed in the background of =211 political discussion

and coloured the economic outlook of the n:tion." (1)
But the losses and the tragic outlook were not confined to Great Bri-
tain only. In the apparently more lucky Unitedl States the estimated
loss of portential income due to unemployment in tne Great Depression
(and the short stage following the depression) totalled over 200 bil-
lion 1929 dollars. United SBtates could sccording to those estimates
produce 197 more than it has produced and the figures translated in-
to care, refrigerators, radios etc. were a r al shock to the Ameri-
can public and had a no smaell influence on their wish to avoid unem—
ployment in the future. (2).

iith figures like the above shown ones relcased to the public and the
opinion now scientifically accepted and transferred to the public
knowledge that they could have been and should have been avoided, the
ground was prepared for starting an extensive process of plinning a
better econo:ic future and what's more important, for starting it
right now amidst the war eff rt and preoccupation with war. There was
no great difficulty in persuading peopple to accept a new slogan: If
in time of peace 1t is wise to prepare for war, it is doubly wise in
time of war to prepare for peace!
The opinion that planning must take place cven when the preoccupation
with actual carrying out of war operations looks more imperative, has
been fortunately welcomed by both the Governmental and the private
azency of planning.
"We can only win the fruite of peuce if we are prepared for it
and have our plans ready." (3)
seemed to be understood and uccepted in the widest mecaning of the word.

(1). Robson,w¥illiam A. in Britain To-day, No.92,December 1943,p.5.

(2). estimetes from Stead, William H.,Democracy Against Unemployment,
1942 ’ pnllc

(3). League of Nations, The Transition from War to Peace Economy,1943,
p.1l.
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Phe aige of war effort, the extent of destruction and the far-reaching
chenges in nations'economic life and atructure were an indication of
the maznitude of the problems to be dealt with at the end of the waar.
"rhe war 1s cr ating economic changes end upheavals that will
greatly intensify the forces leading to instability in the post-
yar world snd it ie r=ces ary to devise policies in advance
if the risk of depression and unewployument is %o Dbe mitigo ted",(1)
The British Government though facing considerable difficulties in man -
power and resources was nevertheless cooperative in the field of post -
war planning as was also the American Government though there the prob -
lem similarly to other important economic plans was preferred to be hand-
led by private economists and foundations. As early, however, as 1941,
Jumner Welles went on record as advising preparation for the new econo -
mic status changed by the war:
"T feel it is not premature for me to suggest that the free govern-
ments of peace-loving nations everywhers should even now be consi-
dering and discussing the way in which they can best prepare for
the better day which must come, when the present contest is ended
in the victory of the forces of liberty and of human freedom and
in the crushing defeat of those who are sacrificing mankind to
their own lust for power and for loot". (2).
On the other side it must be remarked that both, Great Britain and Uni -
ted States had the best conditions for extensive post-war planning and
that it was due to those conditions that they have contributed the main
part of economic planning that emanated from this war. By dealing with
American and British planning we have therefore the opportunity to re -
view and to discuss the most important part of the war-time planning,
both quantitatively and qualitatively.
Returning to the problem why to plan during the war for the forthcoming
peace, we find that the question was occupying much attention at the
time when the call was for every effort to be subjugated to the supre -
me goal: winning the war. But post-war planning could not wait to be
started when guns would be silenced. gir william H. Beveridge has found
three reasons for planning during the war. If the purpose of the pre -
gsent fight and of the victory is to live in a better world, we must
have plans for this better world.

(1) Leaguepof .Nations,The TRansition from War to Peace Economy,1943,p.E.
(2) Welles,Sumner, The ¥orld of the Four Freedoms, 1943.p.13
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“hen if we ask from every individual to concentrate upon his war ef-
fort, that would be best achieved if he knows that his Government is
not aslcep but iswpo-session of plans for the better world he is figh-
ting for. And of course-points Beveridge- if the plans are to be rea-
dy in time, they must be made now. (1). As always when war is deman-
ding sacrifices from the man in the street, he has been abundantly sup-
plied by plans of a world which would be worth those temporary sacri-
fices. Mesars, Joseph and Kaldor have stated this clearly in one of
those little but brilliant pamphletz which were & characteristic fea-
ture of war-time news-stands:

"29, though peace may be a long way off, it is by no means too
early to think about the problems that will confront us when
the war is over. If the disappointments and mistakes which
followed the last war are o be avoided, it is essential that
people should know what they want and how to get it.”" (2).

But one of the most vivid calls for planning just now has emsanated
fronm the late ?rusident Roosevelt:

"Defeat of Hditlerism 1s necessary so that there may be freedomj
but this war, like the last war, will produce nothing but des-
truction unless we prepare for the future now, u less we plan
now for the better world we mean to build". (3).

"nless we plan now" became the slogan of popular as well as of lear-
ned publications. The necessity of plunning was obvious and widely re-
coznised. The time had at last come when Governmenis recognised their
duty in this field. Art.2 of Hesolutions adopted by the International
Labour Conference at its 2bth Session in Philadelphia, Pa. (1944) sta-
tes that

"Lach Government recognises its duty to maintain a high level
of employment... They (arrangements) should be directed %o the
expansion of production, employmwent and the exchange and con~
sumption of goods and to the liberation of econouic activivy
from unreasonable restrictions".

Now was the time to pr-pare those arrangements in time for the forth-
coming opportunity to realise them.

(1). Beveridge, Sir wW.H.Social Incsurance and Allied Services, md.t404.
H.E-S'OO " p-l.

(2). Joseph, M.P.¥. and Kaldor,N., Economic ieconsiruction after the #ai
no date, p.l.

(3). Ibid., front page.,
(4) Quoted in Arre, Sigrid, United Nations Primer, 1945.p.b5«
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0f course the fact that this recognition of urgency was obtained was
not in itself a solution of the problem. It was remébered that very
fine plan® have been also formulated in the inter-war pericd but with-
out much practical success. T"here were fine expert suggestions and
plans such as those of Economic and Financial Yrganisation of the Lea-
gue of Nations or those of the International Labour Office. Some si-
gnifijcant plans were incorporated in the two volunes published in 1936
by tae International Chamber of Commcrce in cooperation with the Car-
negie Endowment for International Peace. (1). There was also the Tri-
partite Agreement of 1936 between Prance, Great Pritain and United
3tates, each country agreeing not to permit a material alteration in
the value of its currency with respect to the two others. There was
the Bank for International Settlements (est. 1930) but
“The same inertia which prevented the efficient organisation of
collective security for the prevention of wars, rendercd us po=
werless when con’ronted with the economic paradox of poverly
and insecurity in the midst of plenty." (2).
The pe=simists pointed out that similar peautiful sounding economic
aine have been announced after the la=t war or were present before
the outbreak of this war and that noshing of an improving characier
nas followed those ains but the emphasis was this time on breaking
with the past and economists and the public alike were hopeful that
mistakea would not be repeated and that planning will be fruitful and
substantially realised in practice.

To those who claimed that planning may wait or even be disregarded

on the account of nast failures an immediate answer was forthcoming.
", ..in modern war, the definition of aims is itself an impor-
tant weapon. It is indeed an essential weapon in & democratic
communisy”. (3).

The question was whether we can afford to do nothing , and Dean Ache-

son, Assistant Secretary of state in U.S. Yovernment in a speech de-

livered in San Francisco on March 23, 1945 tried to describe the con-

(1). GCondliffe,J.B. Agenda for a Post-war #orld, 1942, Dp.36.
(2): Joseph & Kaldor, op. ecit., p.l.
(3). Condliffe, op.cit., p.19.
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sequences of doing nothing:

"If we do nothing and rely on methods which were unsuccessful
in the past, then we will face the disintegration of the who-
le world system into a state of economic warfare, with each
nation trying to climb to some sort of security over the bgck
of its neighbours, each one believing that if it manipulates
ites currency in some way or other, it can export the misery
which exists in its own country to some other country and at-
tain some temporary advantage." (1).

The American people accustomed to associate the very idea of plan-
ning with highly unwelcomed Government intervention needed a compa-
ratively larger amount of persuasion to convince them of the need
of planning in the midst of war effort. A grave warning was issued
by Sumner Welles:

"I can conceive of no greater misfortune than that the people

of the U.S. and their Government should refrain from devoting

themselves to the study of reconstruction until the end of the
war, than that they should permit themselves to adopt the pas-
sive policy of 'wait and see'".(2)

Secretary of State, Stettinius, replying to those fearing planning
brought up a comparison with private business planning.

And

"Once in a while one of my business friende speaks to me of
government planning as if it were either ridiculous or danfe-
rous. I reply that when I was in business, planning was fun-
damental to successful management, and I don't suppose things
have changed since. It seems to me that to assemble all the
pertinent facts, analyze them, and then plan ahead on the ba-
sis of thesge facte is merely the most elementary common sense.
If those of us who are in positions of responsibility did not
plan ahead, we would be guilty of criminal negligence™.(3)

Secretary of State, Stettinius, added that:

"TPhe United States Government has a well-rounded and carefully
prepared program to achieve the results we seek in our foreign
economic relations. We have been working actively on thie pro-
gram right through the war, and developing it step by step in

N3

1) Department of State Publication 2306, Conference Series 67,p.4.
) Welles, Sumner,op.cit.,p.23.
Department of State Publication 2322, Conference Series 69,p.7.
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consultation with our Allies and with the Congress and people
of the United States and preparing to put it into effect".(1)
And to silence all the possible opposition he added that:
"It is a program that is aimed at expansion, not restriction.
It is rooted in the American traditions of freedom and enter-
prise". (2)
On this side of Atlantic the importance of planning was also vie-
wed with attention and Nr Herbert Morrison issued a warning to his
countrymen in which he said inter alia:
"I warn the country that if that(scrapping wartime planning)
happens, we shall be heading for muddle and disaster, and
out of that may come anything, including Pascism. I appeal
to my fellow countrymen to see to it that we do not return
to anarchy, poverty, and social disorder and insecurity." (3)
But there was still another obstacle to be tackled. A number of peo-
ple held that the largest dose of attention should be rather paid
to political planning though opinions to the contrary were also nu-
merous. The interdependence of politics and economics is an o0ld pro-
blem and wise economists would not insist on tackling exclusively
or predominantly economic problems without due attention to be paid
to political considerations the more that the interdependence of the
world economic structure makes a purely national solution an imprac-
ticable thing in quite many instances. A.G.B.Fisher discussing this
question wrote:
"It has now became a commonplace, when we look back over the
troublous history of the interwar period, to say that it was
a cardinal error at the end of 1914-1918 war to underrate the
importance in the international sphere of economic and social
issues. If recent statements by public men are to be taken at
their face value, similar mistakes are not to be made at the
end of this war. In some quarters indeed there is a tendency
to exaggerate the far reaching benefits likely to accrue from
a close concentration of attention upon economic issues. The
now fashionable emphasis on the importance of these things is

(1) Department of State Publication 2322, Conference Series 69,p.7
(2) Ivid., p.7.

(3) Morrison Herbert,Looking Ahead,1943,p.113
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naturally gratifying to an economist, but if he is wise, he
will not allow himself to be carried away by this enthusiasm,
for this, like most fashions, can easily be pushed too far." (1)
From a critical review of a book published in Stockholm it is learned
that a group of Swedish economists did not view the mixing of poli-
tice and economie® as a desirable aim, The reviewer, David Mitrany,
writes that:
"The most definite views are expressed in the last section of
the book against the incluesion of the economic and social arran-
gements in the same general organisation as security, which was
originally also the Soviet view. The group feel that economie
and social action will only be hampered and biassed by being
tacked on to the political field as this needs an'uncomplicated
procedure' for practical action; and that the 'power politiecs'
which inevitably dominate the Security body may permeate the
special economic agencies",.(2)
Finally as it is known, the economic agencies were included in the
political one. It is probable that the success of economic plans does
not depend upon the kind of agency which deals with them, provided
the agency includes the mostly developed and powerful countries. The
test of success will rather depend upon the good and sincere will of
the participants and upon their desire to sacrifice something on the
altar of common good.

That the common good may in itself direct action towards the proper
end was but once more shown during the Second World War when various
combined boards and staffs have overnight achieved what seemed other-
wise to be a topic of lenghty and effectless conferences and meetings.
The war has shown possibilities of employment, of greater productivi-
ty and of doing difficult or "impossible"™ thinge. The public was the-
refore convinced that granting well-organised planning machinery and
the execution of plans, the war achievements can be maintainefor ever
or in some instances even increased.

"One of the most remarkable phenomena of the war, both in Bri-

(1) INTERNATIONAL APFAIRS,Vol.21,N°4,0ctober 1945,p.459

(2) The book Fred Och Sakarhet after andra V;rldskr et was published
by the Swedish Institute of Intern,Affairs in 1945.Review in IN-

TERNATIONAL AFPFAIRS,Vol.21.N°,4.0ctober 1945,p.528.
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tain and in the United “tates, is the great advance in economic
education that it has brought in its train, The last war, on the
whole, bred a crop of economic delusions. This war-unless the
present appearance of things is grossly deceptive-has taught so-
me lessons of resl value among the prevalent fancies." (1)
But the most striking indicetion of the existing possibilities waes the
full employment achieved so easily during the war. Por the first time
the German interwar experiment became clear and Keynesian theories sco-
red their greatest success,
"The experience of war(with its by-product full employment)co-
ming within a decade of a depression in which the world's in-
dustrial unemployed were estimated to number over thirty million,
has demonstrated strikingly the possibilities of output and eco-
nomic security on which it is felt, a suitable public policy
should be able to draw." (2)
Translated into simple words that means that employment can be found
for all who care to work and that there is little reason for arguing
that full employment is a purely war feature. As Mariner ©,Eccles,
the Chairman of the Board of Governors of the Pederal Reserve System,
remarked:
"It would be tragically ironic if we,as a nation,solved the pro-
blem of unemployment by making instruments of destruction, but
were unable to maintain employment by making the things of
peace". (3)
Quite a similar tone and contents were found in a publication of the
late League of Nations:
"W#hy, it is asked,has society been so organised that all can
find work to do when the object of that work is destruction,
but men and women are unable to find employment when they de-
sire to work to satisfy their own wants?". (4)
These questions required reply in the form of action to guarantee in
this or in that way that the future post-war world would at least pre-
serve the war-time achievements,

(1) THE ECONOMISTS, September 5, 1942,p.299

(2) Baulletin of INTERNATIONAL NEWS, June 10,1944,p.429
(3) PEDERAL RESERVE Bulletin,January 1941,p.19

(4) LOW,Iransition from War to Peace Economy,1943,p.9
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The successes in the field of employment were not the only ones
remarked by the public in United Kingdom and United States. A high-
ly reliable source reports that the American public was particu-
larly shocked when in 1942 with 5 million Americans in armed forces
the real income produced was nevertheless 16% higher than in 1941
and 48% higher than in 1939, this allowing already for changes in
price level., (1). And despite rationing the public has observed -
a falr improvement in the diet of a considerable part of the popu=
lation while high taexation tended to introduce permanent changes in
the distribution of wealth, especially in Great Britain.
It may be noted at thie stage that the attempt to preserve some war-
time controls and institutions hae gained a universal recognition
though the extent to which they should be maintained after the post-
war transition period varied in different estimates. In Great Bri-
tain Herbert Morrison, one of the leaders of the party which on the
base of hies and of other 1eade;s' programmes won afterwarde the ge-
neral election, expressed a view that:

"...it is not merely a practical necessity but a sound and

hopeful course to carry over into the peace many of those eco-

nomic and financiel policies of control and rational msnage-

ment which have been adopted in war", (2)
This wae another contraest with the World Wer I when the public de-
manded and obtained an immediate release of nearly all controls
right after the end of hostilities. This time it was pleaded that
much of the social control of production has to be preserved in or-
der to ensure a full national output and a proper welfare standard
for all, (3)

"War has taught us that we can as a nation afford what we

think it worth while to afford"., (4)
described the state of mind of many a Briton and American the more
that the dependence dt peace upon economic conditions penetrated to
their mind at the same time when they understood that economic ra-
tioning and special policies are relevant for victory in the field.

(1) Ivid.,p.11

(2) Morrison,op.cit.p.6
(3) Ibid.,p.199.

(4) 1vid.,p.154.



In other words they grasped the idea that peace can not be prolon-
ged without wise economic preparation.

It is obvious that economic planning could not succeed without due
emphasis upon the interdependence of peace and economic well-being.
It was shown therefore that even the Second World War was partly an
outcome of economic mismanagement. The Joint session of Economic and
Financial Committees of the League of Nations stated its belief in
the following words:
"#e believe that had it been possible to bring these princi-
ples(of rational economic planning-author) into effect twen-
ty years ago, the economic dislocation and tension of the inter-
war period might well have been sensibly alleviated", (1)
It was in this connection that arguments were laboriously assembled
and presented on many occasione to show that both the success of
United Nations and of its Economic and Social Organisation depend
Upon planning in advance the economic problems of to=morrow, An Ame-
rican authority wrote:
"There is a vital organic connection between international
economic matters and peace among nations., A world depression
comparable to that which gave Hitler hie opportunity would
certainly create conditione more favourable to war than to
peace, An imperialistic struggle between ourselves and other
Great Powers might indeed start us on the road to World war
III." (2)
And Secretary of State, Stettinius, who is widely credited with ma-
king a large contribution to the foundation of UNO, has expressed
also his belief that economic conditions must be improved if the new
organisation is to survive and to succeed.
"Bconomic warfare, depressions, hunger, poverty and despair-
these are the conditions that undermine democracy and block its
development, that breed tyrants and aggressors, and that turn
nations one against the other, These are conditions that we
must fight to master if any international organisation is to
succeed in preserving peace".(3)

(1) League of Nations, Report to the Council, op.cit.p.9
(2) Brockway, op. cit. p.6.
(3) Department of State Publication 2322, Conference Series 69.p.5.
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A highly authoritative voice came from the organisation which tried
to do its best and failed and who was now about to give up to a new
creature. The League of Nations' Transition from #ar to Peace Economy
warned that:
"If the economic and social objectives of the United Natione
are to be fulfilled, means must be devised for maintaining in
time of peace-so far as possible- the high levels of produc-
tion and employment achieved in war-time". (1)

Well, America atill boasted of some stubborn isolationiste who wan-
ted at least to plan exclusively on the national basis, but Sumner
Welles warned them gravely that: '
"So long as any important part of the world is economically
sick, we ecannot be well". (2)
The new organisation had to plan when it will be created and to plan
on the international basie but until it becomes operative, every na-
tion had the moral obligation to plan on the international basis and
in doing so was only promoting its own well-understood interest sin-
ce poverty elsewhere was a threat to prosperity everywhere. This
seemed to be understood on the tdp as shows President's HRoosevelt
statement that:
"...we know that we cannot succeed in building a peaceful world
unless we build an economically healthy world". (3)
And a Canadian authority remarked that:
"When total employment and production are at relatively satis-
factory levels, nations can afford to act more intelligently
from the international point of view". (4)

To sum it up the world has at last shown signs of understunding of
the necessity of wise and wide planning and unlike the period of and
after the Pirst Jorld War was prepared to do this planning. It was
now necessary to prompt an action by leaders and some of the above
statezents and calls are a gratifying aign'of the readiness expressed
by some leaders to take the matter up and to accelerate activities
to this end. And whenever leaders show signs of understanding, the

(1) p. 7.
(2) quoted in NEW YORK TINES, October 8,1941,p.l14.
(3) quoted in CURRENT HIUTORY, Vol. 8. N9.45. May 45.,p.453

(4) Robert B.Bryce in American Economic Review, Vol.32.N°l.Part 2,
Sunnlement.March 1647 .n.167.
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matter becomes much easier and the relevant provisions find

a straight way into official progremmes and are at least on the
right road to the execution, capable of couree always, as any
other war programmes and promises, of being scrapped and forgotten
after the conclusion of hostilities.

There was a conspicuous presence of important economic promises
in the outstanding war programmes published during the Second World
Var.
On Auguat 14, 1941,President Roosevelt and Prime Minister Churchill
have devoted as much as three points( out of eight ) to economiec
affairs in their famous Declaration of Principles better known as
Atlantic Charter. These points state openly the amount of agreement
UcA and Great Britain had at this time in relation to post-war eco-
nomic outlook of the world.
"Fourth, they will endeavour, with due reepect for their exi-
sting obligatione, to further the enjoyment by all States,
great or small, victor or vanquished, of access, on equal
terms, to the trade and to the raw materials of the world whick
are needed for their economic prosperity;
?ifth, they desire to bring about the fulleet collaboretion
between all nations in the economic field with the object of
securing, for all, improved lebour standards, economic advan-
cement and social security; .
Sixth, after the final destruction of the Nazi tyranny, they
hope to see established a peace which will afford to all na-
tions the means of dwelling in safety within their own boun-
daries, and which will afford assurance that all the men in
2ll the lands may live out their lives in freedom from fear
and want", (1).
The importance attached in United States to the execution of some
of ite most important economic goals was also expressed clearly in
the negotiations leading to the conclusion of Mutual Aid (Lend-lease
Agreement and the so-called Master Lend-lLease which a fair number
of countries signed contains the significant Article VII the con-
tents of which is quoted below:
"In the final determination of the benefits to be provided to

(1) world Peace FYoundation, The U.N.in the Making:Basic Documents,

1945 . .Po 7"8.
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the United States of America by the Government of United {ing-
dom in return for aid furnished under the Act of Congreas of
Mareh 11, 1941, the terms and conditions thereof shall be such
a3 not to burden coamerce betwean the two countries, but to pro=-
mote mutually advantagcous econonric relations between them and
the betterzent of world-wide economic relationas. To that end
they shall include provision for agreed action by the United
States of America and the United Kingdom, open to participation
by all other countries of like mind, directed to the expansion
by appropriate internaiional and domestic meassures, of produ-
ction, employment, and the exchange and consumption of goods,
which are the material foundatione of the liberty and welfare
of all peoples; to the elimination of all forms of discrimina-
tory treatment in internmational coumerce, and to the reduction
of tariffas and other trade barriers; and, in general, to the
attalnmant of all the economic objectives aset forth in the Jo-
int Declaration...{ Atlantic Charter). At an early convenient
date, conversations shall be begun between the two Covernments
with a view to determining, in the light of governing economic
conditions, the best meane of attaining the above-stated objec-
tives by their own agreed action and of seeking the agreed actio
of other like~minded Covernments". (1)
On at least one occasion the United Kingdom inserted an article on e-
conomic cooperation when concluding The Treaty of Alliance with USSR.
Article VI of the said Treaty shows that United Xingdom was looking
forward to a time when economic assistance mey be needed:
"The Iigh Contracting Parties agree to render one another all
possible economic assistance after the war". (2)
Both in the Dumbarkton Oaks "roposals for the Xetablishuent of a Ge-
neral International Organisation and in the Charter of United Wations
ample space was devoted to enumerating and proposing machinery to deal
with economic diseases the world over. Although British and Ameri-
can experts and statesmen were chiefly responsible for the Proposals
and Charter, this thesis as dealing with British and American plans
only,cannot contain a discussion or quotqtions on the machinery of
United Nations Organisation.

(1) Tbid,,p.11.
(2) Ivid.,p.14.
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#e want merely to show that the importance accorded to economie pla-
nning was exceedingly great, that economic matters were mentioned
frequently in important declarations and stateumente,and besides not
leses than five conferences, chiefly proposed, based on the partici-
pation and financing of Britain and America, and relating to econo=-
mic life took place to the end of 1944. Those were the Conference

for Relief and Rehabilitation , the 26 th.Intermational Labour Confe-
rence, the United Nations Monetary and Financial Conference, the Pood
and Agriculture Conrerence and the one devoted to problems of Civil
Aviation.

What were the general economic aims enunciated in the World War IT.A
commission, one of those who prepared the Bretton Woods agreement
during the 22 days' conference in Bretton Woods. New Hampshire, USA,
found 4 objectives of future economic policy:

"1l. Heduce obstacles to international trade and in other waye
promote mutually advantageous international economic rela-
tions;

2. Bring about the orderly marketing of staple commodities at
prices fair to the producer and consumer alike;

3, Deal with the special problems of international concern
which will arise from the cessation of production for war
purposes; and

4. facilitate by co~operative effort the harmonisation of na-
tional policles of Member States, designed to promote and
maintain high levels of employment and progressively rai-
sing standard of living". (1) '

This seems to be rather a declaration of purposes more general, more
compromising and more fitting to the Bretton #oods Agreement's needs
than e.g. the simple statement of Mr.Walter Hill of the staff of
London ECONOMICT 3

",...the fulfillment of the +trio of economic peace aims: a rai-

sing standary of living, steady jobe, and the abolition of

poverty". (2)

(1) cmd. 6597.

(2) in HARVARD BUSINESS REVINW, Vol.22.N°.2.Winter 19¢4.p 129
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Secretary of Ftate Cordell Jlull in a netionally-publicised statement
expressed the opinion, prevalent in America, that domestie employment
and absolutely free international trede, strengthened by a special or-
ganisation to supervisc and manage foreign trade and foreign invest-
ments are the.goals of the future, (1), and Mesars. Fllsworth H.Plank
and Maurice J.Erickson writing in the Department of State Bulletin
are also of the opinion that:

"Full Enployment and higher levels of living are twin goals of

the United Nations noast-war economiec policy".(2)
Another authority seas four problems to be dealt with and proposes
consequently +the establishment of four institullons which if granted
sufficient powers can in his opinion become the four pillars of a la-
sting peace. The Institutions he proposes are: The Tnternational In-
vestment Union, the International Tariff Union, the International Mo-
netary Union and the International Banking Tnion. (3)

The above mentioned plans &nd aims related to general economic geals,
Great Britain as well as the United States had their particular trou-
bles and special protlems the solution of which they had to postpone
until the end of war but which were included in their economie plans
for post-wer days. What were lhese British aims?
"Mr.Churchill, in characterietic fashion, has found simple words
to express the economic peace aims of the British pecple. They
are work, food snd homee". (4)
And the British Institute of Public Opinion (Gallup Polls) organised
8 poll which gives an indication of . the relative importance attached
to these aims by the Eritish public. The public was nsked the follo-
wing question: "What do you think will be the most urgent problem on
the home front after the war?". The replies have shown that five out
of every ten peovle questioned thought employment will be the most ur—
gent problem. Three others answered either food & clothing or homes.
Analysing these resulte one author concludes that:
"In other words, the people wish for steady jobs for all willing

(1) Quoted in BULLETIN OF INTERN.NEWS, May 19,1944 ,p.460.
(2) reprinted in ANERICAN TRADE PROPOSALS, Department of State Publi-

cation 2551, Commercial Policy Series 88,p.15%

(3) Torpats, John, Economic Basie for World Peace, 1941. p. 17

(4) quoted in HARVARD BUS INESS REVIEW,V0l.22.N°.3.Spring 1944.p.331
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workers, for a rising standard of living, and for freedom from
want for the young, the old, and the sick." (1).
The Right.Hon. Sir Prederick Sykes remarks in his Roads to Recovery
that:
"...however much varying schools of thought may differ about me-
thods, all parties are unanimous upor. the ends in view"
and he proceeds with the enumerstion of those ends agreed upon, four

in number:
"

s«sthe elimination of mass unemployment; work at proper wages
for all ablebodied men and womenj increased output by everyone,
80 as to justify a higher standard of living; and better pur-
chasing power", (2),
And a Nuffield College's Statement lists three "indispensable" condi-
tions for achieving prosperity in Great Britain as following:
"a/ Extensive Governmental measures of an anti-cyelical character
b/ extensive structural adjustments of the British economic
system
¢/ highest attainable efficiency, maximum production et mini-
mum cost", (3).

In the United States the Programme was on the whole based on similar
objectives. The American planners were aiming at the maintenance of
the war-achieved levels of employment and at rising standards of 1i-
ving. The emphasis was on stability as it was shown by experience that
8tability is the irreplaceable ingredient of a prosperous American eco-
nomy and that the fear of to-morrow under a system of very far-rea-
ching laisseg-faire can but result in another crisis. The American re--
action to economic as well as political isolationism was also expres-
sed in economic planning for future as all the plans took into account
the existence of large-scale economic relations with foreign countries
based on free interchange of goods. Describing U.S. objectives, Secre-
tary of State, Stettinius pointed out that U.S. will:
"...develop those conditions of international 1ife that will ma-
ke it poesible to maintain higy levels of productive employ-
ment and farm income and steadily rising standards of living
for all the American people." (4).

(1). Ivid., p. 331.
(2). Sykes, Sir Frederick, Roads to Recovery, 1944, p.4-5.

(3). Nuffield College, A Statement on Emflo;ment Policy & Orgenisation
of Industry after The war. 1943. p.10-11.

(4). Department of State Publication 2322, Conference Series 69, p.l-2.
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This growing interest of America in the cconomic well-being of other
people reflected the wise understanding that this was to be done in
the interest of America herself and william L. Clayton, Asst. Cecre-
tary of State for economic affaire said that raising of living stan-
dards throughout the world is one of the primery aims of Unitea “tates
economic policy because while
"fe do not contend thet higher living stendards will of itself
guarantee the prace... we do believe that it wilil create a cli-
mate conductive to %he preservation of peace in the world". (1).

In the field of foreign economic relations the linited ~tates have al-
so suffered from pcrsistent lacx of atability and they have included
the return to =stauvility into their post-war plans. J.P?. Young ascer-
tains two objectives of United States foreign economie poliey:

"...t%0 promoie reasonably free economic relations and to attain

hizh degree of international economic stavility", (2).
and he explains that atability is urgently n=eded because of the pos-
gession of agricultural surpluses, because exportgfﬁependent upon ei-
ther gold inflow or ever growing foreign cr«iitse, because United 5ta-
tes had chronic unemployment before the stimulus of defense spending
and because of the excess capacity of certain plauts when the peace
will be re#stored., (3). On the other hand, the foremost American expert
on e.ployment problems, Pr,fessor llansen, insists that new minimum
goals of consuumption must occupy an impor<ant place in American econo-
mic alme. Discussing institutional efleets of the war Hansen remarks
that

"The central goal and aim of modern economic policy i3 to achie-

ve the most efficient full utilisation of resources of men and

materials", (4). '
Now sharing Professor Pigou's thesis that the criterion for judging
the distribution of the product should in the final analysis run in
terms of maximisation of real incoue, Professor Hansen arrives at the
conclusion that mwore equal distribution of income would promote full
utilisation of resources and so it is imperative to achieve new mini-
mum goals of consumption if we want to improve the existing conditions.(

(1). Bulletin of USIS, Berut, Vol. 1. No.49, p.2.

(2). American Fconomic Review,Vol.32. No.l. Part 2, Supplement, p.l84.
(3). Lbid., p.18b.

(4). Ibid., p.354.

(5). Ibid.. ».3i54,
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The new oriesntation in Awericun economic policy and a greater measu-
re of reliance upnn the post-war cooperation with other couniries we-
re beat expressed in the popular slogan "shere the recovery" through
cooperation with others, Several possibilitics in the planned sector
of a future world economy were discerned such as per example the Pan-
American Highway, She continuation of the Alaska {oad to Moscow and
Yarvik, T.V.A. for Uanube or Jordan Valleys etc, Those pians reflected
g change in ivne United ~taves attitude at the Llie when no change was
necessary in Great Britain which being more aepenaent on foreign eco-
nomic relations alwaya believed in the need of couperaticn even with
amaller countries witn whom she had made in the past Quite a good bu=-
sinese. (1).
"Share the recovery" was e pecially necesssry since some voices weak
though they were, appealed for return to the attempt at self-suffi-
ciency and poited that recovery [rom war damage snould be proceeded
with excluzively on tva2 home front. A warning was issued to then'by
many further-looking economistz and statlesman. One autnority saild:
",..it seems to me viiwlly necessuary that in the development of
post-war progrum3’ of reconsiruction, incrcased consumption and
ewployment, there shoula ve a frank recognition of the need to
'share the recovery' between nations and to avoila 2imply pro-
ducing or preparing to produce at home wiat used to be impor-
ted™. (2).
The prinicipal onjections againsi Uniied Dtaces' participation in the
internstion#l solution of econowlic problems werc welli reprezented by
the objectionz put againat American particlpsation in the internatio-
nzl crcait and currency telks. ~hese weore:s
"a/ that intarnstional economie cooperation is a method of get-
ting the U.Z. to 'share the wealth' with les2 favoured coun-
tries,
b/ that the proper solution of the world monelary problem is a
universal return to the gold standard and
¢/ that billateral errangements for the extension of credit
would be prefaerable %o or more practical than droadly based

(1). Foreign Affairs, Vol.2l. No.2 January 1943. p.258. For a fine dis-
cugsion (well documented statisticzlly) on the importance of smal-
ler nations and cooperation with U.K. 2ee Raud,V., The Smaller Na-
tions in #World's Lconomic Life, no date.

(2). Robert B. Oryce in American Eoononic Review, Vol. 32, No.l. Part 2,
Supplement, Marck 1542, p.




international arrangements".(1l).
In this particular case the plans were presented by less responsible
paris of American press and semi-scientific eireles as & nefarious
plot to rob the United States or s a subtle scheme to restore supre-
macy to United Kingdom but

“Ap & rulé, of course, such views are not held in responaible

eiroles”. (2).
And on the whole the American public favoure! international ¢oo-erg=
tion in the economic field: subject of course to some provision which
would avoid the repeat performance of inter-war =vents. Leonora Horrick,
formerly of the U.7, imployment lervice finds that

"Practically all arc united against economic isolationism and

for international agrecements, more and fre-r world trade, and

expanded lendlng by creditor nutions -~ notably Umited Ttates™.(3).
it wae proved by the unfortunate inter-war period thati no country,
however powerful economically, mey iteelf solve its difficulties and
in recognition of this faot Xr Henry Yorgentau, Jr. told the assem-
bled representatives end experts at the Inaugural Plenary “ession of
Bretton Wooda Conference that

"To deal with the problems of internations1l exchange and of in-

ternational investment is beyond the cmpacity of any one coun-

try or of any two or three countries. Thesec arc multilateral

problems to be solved only by multilateral considerations of

the post-war reconstruction. They are problems unot limited in

importance to foreign-exchange traders and bankers but are vi-

tal factors in the flow of raw materials and Tinished goods,

in the meintenance of highilevels of production and consumption,

in the establishment of a satisfactory standard of living for

all the people of all the ecuniries oa this earth". (4).
That such an international ocooperation 'is possible wae beat shown by
the war experience when verious Combined Hoards distribated spesdily
and effleciently rew materiale or shippng resources. A strong good will
can salways achieve miracles even where disagreemant is apparently lar-
ge. Ao en evample we nay shos the Shu-longowady Whnich.dgd to the accep-

(1). Poreign Affairs, Veol.22, No.4. July 1944, 0.597,

(2). Ivid., p.590.

(3). Current History, Vol.8. No. 45, Nay 1945, p. 391.
(4). Cmd. 6597, op.cit. p.5.
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tance of the final act of Bretton Woods Agreement described in this

way by one of the commissions of thae Conference:
"In passing from the joint statemen%, which consisted cf 39 pa-
ragraphs, to the Articles of Agreement, over 130 alternatives
were formally submitted and considered; for some provisiones as
many as 1l alternatives were put forward. In the end, one single
text was agreed on for each.of the 80 sections and 5 lengthy
gchedules of the Agreement". (1)

Ae one of the most important, however, parts >f this international
cooperation, the Anglo-American collaboration was subjected to a de-
talled serutiny. In both countries there were enough men oppozed %o
thie particular collavoration on many grounds, chiefly non-econocmic
ones. But there were others, more of them, who have seen in this coo-
peration an indispensable base for a better economic structure of the
whole world's trading network and who called for preparing this base
(started on the battlefislds) juet right now in the war-time.
"After the exertion and heat of any war the subconscious trends
of opinion are all bound to be toward passivity and isolation.
The trend can only be countered if now during the wer, the sto-
re of good will and active understanding 1s being steadily built
up. It cannot be created out of hand in the moment of viectory".(2
Unfortunately everybody understood that it is in the economic sphere
where risk of friction between Great Britain and United States pre-
sents the greatest darnger. The United Ttates' positlon was now simi-
lar to the{ Britain has occupied in XIX Cent. United States could now
outproduce and outesell any other country or even block of industrial
countries, If i{ throws the weight of its economie power inteo a com=
petitive fight it may win but this victory may mark the beginning of
ites most lamentable end. Other countries will be then forced to intro-
duce defensive and obstructionist counter-meacures and the United "ta-
tes may face & situation where its aim of free trade will have to be
practically abolished, The beat escape from such a r~itnetion is te
agree with United Kingdom and other countries not from the point of
view of production but from the angle of human neede and then it is
certain that hoth countries will hardly afford to supply everything

(1) Ibid.,p.13 ; : ,
(2) Foreign Affairs,vVol.21.N°.2.January 1943 .p.253




needed to bring the people of the world to a somewhat higher stan-
dard of living. The old saying that if each Chinaman adds an inch
t0 his shirt, the American textile factories would have to work
overtime has lost nothing of importance. (1). Great Britain ie
smerica's best client and both countries have something to profit
on if they collaborate in the economic field. The collaboration was
fruitful in war and there is no special reason why it should be
otherwise in time of peace.
"yany of the chief causes cf the war-poverty, chronic unemplo-
yuent, disease, ignorance, autarchy, exploltation - could be
abolished if a policy of maximum national and world consump-
tion were adopted as the conscious goal, first for Anglo-Ame-
rican economic collaboration, later for a world economy". (2)
On the other hand Fngland has undergone certain important structural
changes as a result of the war and her changed position is of outstan-
ding importance to the rest of the world. Nobody could imagine a world
healthy economically with a sick Great Britain. Professor Hansen is
right when he remarks that:
"The structural change in the English international position o
may be regarded as & major world problem, upon the solution of
which the course of international relations will be fundamenta-
lly determined". (3)

Thie brings us to another important aspect of planning namely,is there
a8 much to reguire planning as the whole discussion suggests¢ The in-
ter-war period was not happy for too many people to allow this question
to trouble us for a moment. Dean Acheson remarked on this subject that:
"yhen we come to the end of the fighting, we will be met with
an accumulation of problems of a magnitude the world has never
seen before. They are not merely probleme of this war, which
will be great enough, but there is an accumulation of problems
of the '20's and '30's left unsolved after the last war". (4)

(1) Por good discussion of similar possibilities see Prof. Staley's

ublication in the series of International Labour Office, %or;d
gcinomio Developments; effects on advanced industrial countries,

(2) Foreign Affairs, Vol.21.N°.2, January 1943,p.255

(3) American FEconomic Review, Vol.32,N°.l.Part 2.Supplement,p.356
(4) Department of State Publication 2306, Conference Series 67,p.1-2.



The changed situation contained features which presented hard problems
for.the planner. United Kingdom faced a particular situation as regards
e«g. her shipping incomes or overseas assets while the American picture
included such changes as wartime national income 100 billion dollars a-
bove the pre-=war levels, 100 billion dollars expenditure of the Trea-
sury and a fantastic increase in labour force, employment etec. (1),
To this may be added another set of problems arising out of the econo-
zie similarity of war conditions to boom conditions.
",..a war economy always presents in exaggerated form the typical
features of high prosperity: a great expansion of productive ac-
tivity, the exploitation of new investment opportunities, and a
marked rise of prices. A war effort is among other things, an in-
dustrial boom, and some of the malad justments that follow it are
qualitatively the same as those which follow any other industrial
boom. Other readjustments result from features of war activity
that are not associated with peacetime booms, such as boundary
changes, destruction of industries, impoverishment of populations,
migrations, and basic changes of national economic poliecy." (2)
Attention was this time put less on the transition period and more on
the long-run activities and situation. Among the projects and planning
those dealing with longrun problems were more numerous, more elaborate
and enjoyed more popularity. It was of course recognised that the switech
from war to peace economy is important but economists were of the opi-
nion that if this switch would lack the characteristic features of the
switch that took place after last war, namely rush and immediate full
decontrol of everything and everybody, the period following the war and
known generally as transition period should not add many troubles to
the planner. It is with this reasoning in mind that Mr.Herbert Morrison
declares:
"This time, we want to switch over from war economy 10 peace eco-
comy as quickly as we can, but sensibly, knowing what we are do—..
ing, and without a hangover, without & morning after the night
before". (3)

(1) Economic Reconstruction, Seymour E.Harris ed.,1946,p.l1-2.

(2) Charles O.Hardy American Economic Review,Vol.32,N°.l.Part 2,
Supplement,P.24

(3) Morrison,op.cit.p.211.
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It is safe to assert and we have already pointed it out that
the chief problem of interest both to economists and to the
public was the question of employment. The emphasis put upon
it was relatively new. The Keynesian theory was not yet pro-
ved in practice ( except probably for Germany ) but the losses
prompted people to pay more attention to the question of fin-
ding jobs for everybody. We will devote to this problem a
whole separate chapter but it is here that we want to quote
some personalities and opinions to stress the distinct place
and importance of employment plans on the background of war-
time planning. Pointing out to the losses and to the serious
situation created by unemployment in Great Britain and United
States, Sir W.Beveridge writes:
"These figures are portentous. It is well to record and
to remember them to-day, when in the United States as
in Britain unemployment is being melted away in the heat
and fury of war. What unemployment meant to each of the-
se countries in the last time of peace must not be for-
gotten, in planning what each of them should do to or-
der affairs differently and better in the next peace." (1)
In America the planning for full employment was calculated on
the basis of 60 million jobs, a far-reaching improvement in
comparison with the past. America knew it has the physical a-
bility to reach a very high level of production because this
was done in the process of the war. American industry and agri-
culture have escaped entirely the destruction of war. The pro-
blem was simpler:
"In order to achieve high levels of employment after thise
war-and to make sure that the men who return from the
battle-fronte will have secure jobs and good wages-it is
estimated that we shall have to reach and maintain a na-
tional income in the neighbourhood of 150 billion dollars,
compared to the highest figure we ever reached before the
war - less than 85 billions in 1929, This, we hope, will
provide close to 60 million jobs, year in and year out,

everidge, S5ir W.H.,Fu 5 oymen n a free Society, 2D
(1) B id i H.,Full Employment i P Society,1944,p.106
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compared to the previous peacetime peak of 47 millions in
1929." (1)
secretary of State, Stettinius, who spoke in this way knew as a
politician that the people attach a growing importance to the
solution of unemployment.
wpor if one thing has been made abundantly clear, it is
that the mass of people in every country rate Full Emplo—
yment and the ijndividual security it brings, higher than
almost any other political object”. (2)
People, the ordinary people, were astonished with what war could
achieve in the field of employment, the most striking achieve-

ment visible to laymen, and they stressed the importance of the-
ir discovery.

"People say,'Here we have got employment in war, full em-

ployment , more than full, why cannct we have it in peace?'".(3)
But they doubted it. It is reported that in a Gallup Poll ta-
ken in Great Britain as much as 567 of factory workers and 67%
of Civil Defence Workers were in doubt about post=war employ-
ment. (4). These doubts were strengthened by the rather inaccu-
rate tying of solution of employment with internationalism.
Some circles had apparently interest in creating a conviction
that full employment will mean isolationism or otherwise the
country will be importing employment from elsewhere. The pro-
tagonists of such thinking did 1little to understand that dome-
stie economic security and well-being is the greatest contribu-
tion any single country can make to the economic well-being of
the world. No international economic measure could attempt at
success with unstable or undeveloped economic policies in any
one important country. (5)

Begides employment, there were many topics of interest to the
planner. {ise use of territorial division of labour was a ne-

(1) Department of State Publication 2322, conference Series 69,p.5-6.
(2) The Economisty October 3, 1942,p.407

(3) Giblin, L.F., The Problem of Maintaeining Full Employment,1943,p.5
(4) Employment For All ( A Pep Pamphlet ),pels

(5) Hervard Business Review, V0l.22.N°.4.Summer 1944 .p.396-T.
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cessity too.
"It should be emphasised again and again that commercial
policy must not be neglected if the purposes of postewar
planning in the economic field, as announced in the Atlan~
tic Charter and reiterated by President Roosevelt, Prime
Finister Churchill and other leaders of the United Na-
tions are to be accomplished. Pull employment, higher
living standards and greater economic security for all
peoples everywhere are not impossible goals; but they

1 cannot be attained except by the most effective use of

the world resources, both humen and material. In other
words, economic reconstruction cannot succeed unless means
are found to take maximum advantage of the territorial
division of labour through a progressive expansion of
the volume of international trade". (1)

President Roosevelt has on at least one occasion emphasised the

place commerce must take in post-war planning when addressing

the Bretton W¥oods Conference: ,
"Commerce is the life blood of a free sociefy.’ﬁe must
see to it that the arteries which carry that blood stream
are not clogged again, as they have been in the past, by
artificial barriers created through senseless economic
rivalries", (2) \

There were many other problems in the post-war planning. There

was the question of future relationship between employers and

employees, of increased efficiency, of greater flexibility and

dozens of other problems. There was also the problem of Gover-

nment's participation in the future economic life. In this res-

pect there was a marked difference between British and American

plans:
"Nearly all of them (British post-war plane) contemplate
a degree of government aid, advice or control which is
unfamiliar to the American peacetime scene". (3)

B

(1) Poreign Affairs, Vol.21.N° 2, January 19i3,p.298
(2) Cmd. 6597,0p.cit.,p.3.
(3) Current History, Vol.7.N°.39,November 1944.p.385
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TIn discussing this problem, one author remarks about Great Bri-
tain:
npulfillment of the wishes of the British people calls
for a mesure of state intervention far greater than
pefore the war. It calls fora new and more positive re-
lationship, or rather for much closer collaboration,
between industry and the State. Above all the problem
should not be apprcached in terms of the old and stale
controversy about State vs. private enterprise. Thie
approach leads nowhere; the mere substitution of Sta-
te for private managers in industiry solves nothing.
Both the State and private industry have important
parts to play. There are a number of things only the
State can do and there are many fields which are beet
left to private enterprise”. (1)
And the same authority points out that while the long=-run ob-
jectives of Labour and Conservative parties in Great Britain
are different, the short-run objective is the same. The La-
pour Party's long-run object is full nationalisation and Con-
servatives aim at private enterprise but in the short-run both
agree on a sort of compromise which is a good omen for Great
Britain. (2)
In the United States the agreement was rather working in the
opposite direction as will be shown in the following chapters
though some people realised the need of more governmental in-
tervention. Professor Hansen wrote:
"If we are really going to achileve an expanding ‘economy
and provide full employment and higher income standards,
I am convinced of the necessity of searching out deve-
lopment projects which, from the standpoint of a priva-
te business would not yield satisfactory return and hence
could not be undertaken by private investment, but which
nonetheless are profitable and gound from the standpoint
of the economy as a whole". (3)

(1) #alter Hill in Harvard Business Review,Vo0l.22,N%3.Spring 1944.,
p.333 ( in ita1lesy. |

(2) Ibid.,pe331
(3) Foreign Affairs,Vol.22,N°.2.January 1344 ,p.253



CHAPTERII, FULL ENPLOYNENT.

Summary of the chapter.

In marked contirast to the last-war experience, the planning for
full employment has occupied a prominent place during the Second
#orld War. This was to a great extent the result of the losses
suffered form lack of full employment in the inter-war period
and the persistent unemployment reigning during the whole period
between two wars at a high level. On the other hand the expe-
rience of the war has shown once more that unemployment can be
eliminated, and Keynes' contribution bringing the whole matter
to the conclusion that unemployment can and must be abolished
were of utmost importance, the more that Keynes' ideas were wi-
dely accepted by almost all competent economists,

full employment does not mean the employment of everybody and
all the plans allow some small percentage of unemployed. Among
those plane the British White Paper gained a great prominence as
the first assumption by the Government of responsibility in the
field of employment. The policies it proposed were, however,ve-
ry cautious and were widely criticised, especially by Sir §il-
liam Beveridge, the author of another plan, much more courageous
and progresaive. These plans were supplemented by many others
often incorporating interesting methods and proposals. In the
United States there was the Pull Employment Bill of 1945, a mild
imitation of the British plans.

Next we discuss social security schemes in both countries but
8ince they are only a cushion mitigating the effects of a re-
duction in employment, the attention paid to them is comparati-
vely small. As for taxation methods, all the more important pro-
posals are analysed, with special attention to American plans
ae® America emphasised this means of fight against unemployment
more than Britain.

The next problem of great importance is the extent of Govern-
ment intervention, a strongly debated question. It ies shown by
relevant statistics that private capital formation is insuffi-
cient for providing full employment and that the Government muet
add its expenditure which will also contribute to redistribution
of wealth, This is connected with the need for new methods of



vudgeting and proposals are put up for a double budget or for
two different kinds of budgets, one of which is to provide for
capital outlays. Economists disagree on the point whether the
increased Governmental expenditure ia to be covered by taxation
or by borrowing and this important debate occupies some place
of this chapter. The unorthodox school of public finance favo-
urs large extensions in national debt, pointing out that this
debt differs from private debt and that it will cover itself
with the increase of national income caused by full employment.
This assertion is documented statistically.

lastly, the chapter treats of some lesse important problems and
ends with a warning that the different conditions of the tran-
sition period should not lead to the abandonment of all the ainms
and plans, under the suggestion that the difficulties have been
finally overcome. The transition period comprises too many war-
time features to allow such thoughts to remove our fears that
unemployment may some day return to our 1ife.

CHAP?TER II, ¥ULL FMPLOYKENT.

The Lenson of "xperience,

In the preceeding chapter we devoted some space to showing how
important was now the gquestion of finding jobs for everybody
willing to work and how much attention was paid during the "e-
cond World Wwar to planning in the field of employment. The slo-
gan of the FPirst jJorld War dreaming of return to.the pre-war
conditions had this time no following whatsoever.
"things are widely different this time...The fact that
mass unemployment had become the major social and moral
disease of the pre-war world now clouds in retrospect
whatever social and economic achievemente were accompli-
shed in the inter-war period. There is no nostalgia to go
back, as there was in 1918. This, in itself, is a good
thing. Yoonomic conditions were so changed by the last
war that they could no longer be handled by 19th century
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methods and, still less, by the haphazard measures that
were applied in the inter-war period.” (1).
More and more studies of the inter-war experience were made as
it was clear that whereas methods to be applied and the appro-
aches have changed, many of the old causes of unemployment are
to be found again in the post-war worldy and they must be first
understood and only then dealt with. As Beveridge puts 1it:
"Unemployment cannot be conquered by democracy until it is
understood by them. ..."0 win full employment and to keep
it, we must will the end and must understand and will the
means." (2).
And nothing has made such a great contribution to thias swareness
of the people as the figures of losses suffered by their coun-
tries as a result of leck of full employment. Individual unem-
ployment was often justified in this or in that way but a reve-
lation of the tragically colossal losses the whole country su-
ffered was a real shock to many people. A League of Nations' pu-
blication calculates that if the United “tates had been procee-
ding along the lines of full employment policy ( which assumes
two million unemployed people) in the years between 1929-1937,
the additional income produced could have amounted to ¥ 200,000
million or 2,5 times the total national output of U.5.A. in the
boom year 1929 or four times the total estimated national inco-
me of United Kingdom, Cermany and four British dominions im 1929
(3). The British Losses were also considerable and Sir §illiam
Reveridge states them at some £ 500 million a year at pre-war
prices.(4).

#hy was the unemployment so high after the last war snd what

lessons could be drawn from this costly and unpleasant expe-
rience? The one faci which was beyond doubt was that unemploy-
ment lies at the origin of the three most conspi@ous problems
of the contemporary economic man: inequality, insecurity, and

(1) Lever Bros.,The 2rovblem of Unemployment, 1943.,p.6

(2) Beveridge,W.H.,MullEmployment in a free society,1944,p.16

(3) League of Nations,The transition from war to peasce economy,
1943 ,p.22.

(4) Beveridge, op.cit.,p.129
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enforced idleness, (1). And even though this was recognised much
earlier than this war, the fact remains that the policies con-
ducted after the Mrst jorld war were radically wrong. After the
Armistice of 1918 the war-time controls were swept away as quick-
ly as posasible. Messr. Joseph and Kaldor report that:
"There was & general desire for the Government %0 refrain
from interfering with the returm to normal peace-time ac-
tivities, and to leave it to the free movement and initia-
tive of private enterprise." (2).
And as people were released from the forces and munition facto-
ries much faster than the peace-time indussiries atill in the
process of reconversion could absorb them, s0 unemployment was
severe. 3But in 1920 there was a period of feverish activity and
rapidly rising prices and this gave people the false feeling of
having already passed through the reorganisation difficulties.
The truth was that the war had depleted the stocks of goods and
that this period was used {or completing them agein. #hen it
was over and current demand was scarce, the boom collapsed tra-
gically in 1921. As NMessrs. Joseph and Kaldor remark:
"The temporary boom of 1920 created a false sense of se-
curity and covered up the degree to which the distribu-
tion of our resources between dirferent industries had
been distorted during the war period. There was conse -
quently no serious attempt to achieve the redistribution
of our resources and reorganisation of our industries
which would have been necessary in order to secure las—
ting and all-round prosperity." (3).
According to Beveridge, two factors were especiailly at work in
nritain and have influenced the level of employment during the
inter-war period:
"g)drastic reduction of overseas demand which, through
failure of the market economy to develop any compensa-
ting home demand, led to chronic gtructural unemployment

(1) Dr.Marschak guoted in American Fconomic Review, Vol.’2,
we.l.,Part.2,%uppl. p.199

(2) Joseph & Kaldor, op.cit.,p.10.
(3) 1bid.,p.10-11.
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during almost the whole period between the two wars;
b)the cyclical depression which followed 1929 and though
less severe in Britain than in the United States was more
severe than most previous depreseions.” (1).
A3 for the nited States, Sir William does not attribute the
exceptional unemployment there to outside factors though he
thinkes that the depression was intensified snd prolonged by ac-
tione teken ty other couniries to deal with their own difficul-
ties and he warns that:
", ..to a large extent these were a natural consequence of
the depression itself and would be repeated in gimilar
conditions.” (2).
The percentage of unemployed was very high in voth countries.
Retween the years 1921 and 1938 the general unemployment rate
for Creat Britain and Northern Ireland never dropped below 9.6
(in 1927) and amounted in 1932 to 22.1 per cent of insured per-
sons. The average rate was 14.2 per cent.(3). Prom a tcble sho-
wing these percentages we can deduce that the unemployment was
a permanent feature of British life even at the time of apparent
prosperity such as 1927-1930. And even in 1937, which was the
top of a cyclical fluctuation and as Sir ¥illiam points out:
",..representing therefore the best that the unplanned
market economy could do, there were in Britain 1,75 mil-
lion unemployed, more than 10 per cent of the labour for-
ce." (4).
In the United States the situation was no better. In 1937 there
was an army of unemployed comprising 6,5 million people or 12.2
per cent of the total labour force but then this was the best
year since 1930. The worst year was 1933 when the unemployed
numbered slmost 12 million or 23.4 per cent of the total labour
force and “ir §illiam who is responsible for this statistics
points that other suthorities commonly give higher estimates of
unemployment than those used here. (5).

(1) Beveridge, op.cit.,p.?
(2) Ibid.,p.27

(3) Ibid.,p.47

(4) Ibid.,pp.24-25

(5) Ibid.,p.107
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In marked contrast to this black pileture stood the war experien—
ce.."ays Beverildge :
"The experience of war is relevant to peace: that unemplo=
yment disappears and that all wen have value when the Sta-
te sets up unlimited demand for a compelling common pur-
pose. By the spectacular achievement of its planned econo-
my war 3hows also how great is the waste of unemployment.
#inally, war experience confirms the posaibility of secu-
ring full employument by socialisation of demand without
socialisation of production.” (1).
In June 1944 there were in the United Kingdom not more than
100,000 unemployed and in the United “tates they numbered one
willion only.(2). The increase of persons engaged in industry
snd armed services in the United Ctates was by 42° from June
1539 to June 1944. The increase, 18 million people, was made of
a reduction in unemployment by 7,75 million, by J,33 million
fyom the growth of population and by an addition of 7 million
persons previously not occupied gainfully. In the United King-
dom the increase was 3,8 million made of reduction in unemploy-
ment by 1,25 million and by an addition of previously not occu-
pled gainfully of 2,5 million persons.(3).
These figures show that despite a large flow of people into
the armed forces, the number of gainfully occupied has atill
jnoreased in comparison with pre-war level while unemployment
has been reduced to absolutely negligible numbers. This was the
miracle of the war and its . impact was felt in almost every hou-
se in both these countries. It has also given the planners new
strength and new hopes in their work on plans which would reali-
ge the same miracle in peace-time.

The kMeaning of Full Employment.

But what was really the aim of the planners who were speaking
about " full employment"7 Did they mean that everybody will be

(1) Tvid.,p.29

(2). The impact of the War on civilian consumption,™"0,1945,
p. 13.

(3) Ibid.,p.9.
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occunied on some position regardless of any otaer consideration
than the one to zive him a job? The answer is an emphatic "NO".
Unemployment has been defined in the inoyclopedia Americana in
the following woxrdis:
"In the sciences of economics and sociology the term unem-
ployment refers to an industrial condition in which large
numbers of workers are without gainful occupation.”(1).
A British statement, prepared by the vaffield College disting-
uished two kinds of unewployment. There 1s a
"cyclical unemployment arising Irom the fluctuations of
economic activity which are called the trade cycle" (2).
and the structural unemployment which is the
w,..outcome of the maladjuswment of productive capacity
to the needs of a market constantily altered by technical
development, by changes in lncomnes and in consumers' tas-
tes and requirements, and vy the varying conditions of
international strade".(}).
The opposite to unemployment is full employzent but full employ-
went is mccording to Xr. Burchardt of the Oxford Institute of
~tatistice only "a formal concept". (4). Persons who are chan-
zing from one job %0 another may be caught by unemployment counts
and there are mome who must be retrained not to speak auout the
seasonally unemployed. lir.Burcharit and nis Oxford Institute of
statistics associates put such an unemployment at between ¢ and
% per cent and speak of full employment as of an
"...economy which carries no more than this minimum of
‘involuntary' unemployed in transition from one job to
another already waiting for them." (5).
In a New York addreas, Cumner #Welles thought of full employment
as of such a state of things when
“pegople who want to work must be able to find useful Jjobs,
not sometimes, not in good years only, obut continucusly.

(1) Vol.27.,1944 idition, p.277

(2) A Statement by Nuffield Coliege,op.cit.,p.9
(3) Ibid.,p.9.

(4) The :conomigs of Pull Mmployment,l944,p.l1il.
() Tbid.,p.1II.
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These jobs must be at things which they do well and which
can be done well in the places where they work." (1).
In the previously mentioned statement of the Nuffied “ollege,
full employment means
"...a state of affairs in which by effective measures to
deal with the trade cycle and to make industry more eazi-
ly and more rapidly adaptable to necessary stiructural
changes, lack of work will be reduced to & provlem which
will affect only such members and for period of so short
duration ae to inflict no human damage with wnich an ade-
quate plan of social security cannot competsntly cope."(2).
Beveridge agrees in principle w#ith this definition nut adds
that in his Report the full employment means two thinge wmore
which will limit the period vetween losing one job and finding
another one %o a comparatively ahort time. In addition %o the
Nuifield College's meaning of full employment, ae also feels
that to him the concept means
"...having always more vacant jobs than unemployed men,
not sligthly fewer jobs. Tt means that the jobs are at
fair wages, of such a kind, and so located that the unem—-
ployed men can reasonably be expected to take them". (3).
Sir #illiam 1is also of the opinion that certain number of people
will be at any time unemployed for reasons aimilar to those sta-
ted by kir.Burchardt. As room is left for freedom of moveument
from job to job and for changes, some unemployment is inevitav-
le. e suggests that 1 per cent should be allowed for seasonal
unemployment, 1 per cent for changes in connection with prozg-
ress in technigue 2nd an aiditional 1 per cent for results in
fluctuations in overseas demandwhich he says is a werthy sscri-
fice fTor the benefits of international trade. ‘'umming it up, ne
expects that 3 per cent unemployed are bound to be found at any
time (i) and hne thinks that this would mean about 550,000 per-
sona bLut:

(1) welles, op. cit., p.101

(2) Buffield College's tatement,op.cit.,p.l2
(3) Beveridge, op. cit.,p.18

(4) Ivid.,pp.127-128
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", ..though the Report assumes the continuance of some
unemployment and suggests a figure of 3 per cent, it is
the essence of the proposals made in the Report that this
3 per cent should be unemployed only because there is in-
dustrial friection, and not because there are no vacant
jobs." (1).
As for the United States, 2 million unemployed were often quo-
ted as the lowest possible number of unemployed at one aingle
time. 3ir William quotes The Report of the Technical Committice
of the National Resources Planning Board on Security ¥ork as
estimating the rate of unemployment under full employment level
at 5 to 8 per cent or some 3 million persons. (¢). Proffessor
Alvin H.Hansen estimates also that full employment in the Uni-
ted States would mean still about 3 million unemployed persons.(3).
ie see therefore, that full employment means also some number
of people unemployed but not vbecause of lack of jobs for a long
period of time but because of some aspects of industrial machi-
nery making some delay in the obtaining of new jobs a necessary
feature.

Acceptance of Keynesian Analysis.

The actual planning of the fight against unemployment was also
considerably facilitated by the almost universal acceptance of
the Keynesian analysis of unemployment. This produced the same
approach to the problem and the similarity was shared by almost
all well-known economists, with the ev’euuion of Hawtrey and few
others. However:
"Most of the published plans for the cure of unemployment
in Britain-and certainly all the mcre important and influ-
ential documents of the kind-are based on Keynesian ide-
as." (4).
Xeynes has inaugurated a new era in the approach to unemployment

(1) Ibid., p.21

(2) Ivid., p.l27

(3) “conomic Reconmstruction, op.cit.,p.l6

(4) Polanyi,M,Full Employment and Pree Trade, 1945,p.l12]3




ol Lo

by his General theory of 1936, which Beveridge calls an "epoch-
making work". (1). The gist of his thinking may be presented in
a very simple form. Fmployment depends on spending and there are
two kinds of spending, the spending on consumption goods which
gives employment and spending the savings (or that amount which
was not used for consumption goods) on adding to the existing
capital equipment. This second kind of =pending provides also
employment but only if the savings are invested and not kept
idle or used for buying siocks and oonds. liow wecording Lo Hey-

nes, prolonged mass unemwployment iz the result of tne fact that
decisions to save and %0 invest are uade by different sets of
people, gt different times and for di’ferent reasons, all of
which contridbutes to the existing disharuony. Under this lack
of harmony savings and investuent are not marcahing in step and
the rate of interest which was for years supposed to regulate
their relationship, failed to do s0. sor tuis reason the amount
which the community wished to save ( at full-employment level)
must be somehow offset or the income will fall and the communi-
ty will be so poor that no savings would be possible and subse-
quently no offsetting will be required. If there are no offsets
to saving, a downward spiral of decreasing employment znd ;ro-
wing poverty is inevitable. Some of the goods produced nre not
purchased, produciion decreases and with this decrease comes a
decrease in incomes and further decrease in consumption and so
on. That ie the explanation for unemployment eccepted nowaays
by

"...all persone qualified to judge." (2).

The general acceptance of Xeyne=ian analysis meant that the
source of unemployment was at last located. If less is spent on
consumption by one sector of the community or by vhe community
as a whole, and if others do not spend more or the Jtate does
not cover uvhe ditference, the %total demand for goods and servi-
ces will decline, factors of production will become unemployed
and the income of the community will fall. In accordance with
thie analysis, Sir #illiam lists three reasons for unemployment

(1) Beveridge, op.cit., p.93
(2) Ibid., p.97



arising in peace-time: chronic or recurrent deficiency of total
denand for the products of industry; misdirection of the demand,
and failure to orgenise the labour market resulting afterwards
in insufficient andi excessive movement of people in seerch of
jobs. (1). If the demand for consumption goods fails, the manu-
facturers need less or notiing of the durable capital equipment
and this is proved oy statistics showing that in the past the
production of duravle capltal equipment has fluctuated mwore vio-
lently than the production of consumption goods. (2). The swing
vowards unemployment beginsj snd we lnow from the preceling pa-
ges how tragic was its eflect.

Dlans ¥Yor Fighting_Uuemployment

“hortly after an agreenent was reached on thne causes of unem~
ployuent, plens were formulated and methods proposad to fight
vnie diseame, the vulnerability of which was s0 eloqusntly pro-
ved during the war. But the enthusiasm with which this planninag
was undertaken and the large number of plans should not bs un-
deratood as meaning that the work was easy. An editorial in
Britain To-Day remarks that:
"It cannot be streased too atrongly that the removal of
unemployment cannot be effected at one2 stroke by passing
an Act of Parliament...%uccess will depend...on the skill,
energy and persistence with which they sre carried out."(3).
lerbert Morrison spoke in the same tone when he siressed that
the road to full employment is difficult and not without obeta-
cles.,
"nhe only way we shall get 1t is by turning our backs on
the philosophy of restriction, of high prices, of so-cal-
led self-government in industry which really means tle
freelom of industrial wonopolies from public conirol...
That's a oig job. There will be some very powerful inte-
rests and zome very plausible arguwenis in ihe way". (4).

) Thid.,p.124
Employment for all, op.civ.,p.t
Xe ,100, August 1944 ,p.%

(1
(2
(3
(4) Eorrison, op.cit.,p.l41
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But despite difficulties, planners set up several programms
which were marked by similar feacures. The :Zditor of Economic
Reconsiruction, a collective volume on post-war problems as
they stood in 1946, finds that the following propositions have
been agreed upon by most economists:
"Our system of free economic enterprise will not survive
unless we can find employment for at least 907 of those
genuinely seeking work...There are not a few who contend
that we must have a high level of employment.
2. Any failure to spend a significant part 2f our income
in a given year on consumption and investuent goods will
start a downward movement which, unless it is stopped,
will be cumulative in its effects.
5. Our most perplexing problem of the reconversion and
postwar period is, therefore, to prevent the reduction of
Federal expenditures by around § 75 billion from producing
a downward spiral from which the system will never reco-
ver." (1).
There were many divisions and classifications of the proposed
policies against unemployment and a glance at them is sufficient
to observe the lines on which the planners proposed to advance.
Gerhard Golm classifies them in the following way:
"), Policies affecting the size of the full-employment
income by influencing for example:
a)hours of work b)school age c)retirement age
d)productivity of labour e)social hygiene measures
2. Policies affecting consumers' demand by influencing,
for example:
_ a)minimum wages
; b)propensity to save
e c)social security measures
d)tax policies, affecting size & distribution
of disposapble income.
4. Poiicies affecting business investments by influen-
cing, for example:

(1) Economic Reconstruction,op.cit.,p.3.
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a)replacement of worn-out or obsolete machinery...

b)stimulation of low-cost housing

¢)promotion of foreign investments and exports

d)promotion of technological research

e)development of power resources

f)promotion of competitive investments

g)tax policies designed to stimulate investmente

h)government underwriting of vusiness investments.

4 .Public expenditures and debt operations." (1).

Another classification, even movre on Keynesian lines was provi-
ded by aul A. “amuelson who suggested the following offsets to
savings:

a)private net capital formation

b)private losses

¢c)foreign investment

d)governuental expenditure in excess of tax receipts

e)governnental fiscal policy redistributing income

f)increased governmental expenditures matched by

equivalent taxes

g)an upward shift in the propensity to consume. (2).
Wihile these were general plans rather than specific measures,
detailed policies were also formulated. Those who supported Go-
vernnental intervention suzgzested that the public policy may be
entirely sufficient if executed through tax programmes, govern-
ment subsidies for low income Kroups, wage control machinery
and international trade policy. (3). Professor Hansen of Harvard
University set up a list of six points for combatting unemploy-
ment. In the field of taxation (4) he proposed the retention of
a »rogzressive (graduated) tax astructure with more emphasis on
the individual income tax and less reliance on the corporate
income tax as well as a sherp reduction in war-time consumption
taxes. Ye asked for adequate private-initiative projects of in-
vestment in i:dustry, publie utilities and housing to be supple-

(1) Xconomic Reconstruction, op.cit.,p.262

(2) Post-war Loonomic Problems, op.cit.,p.40
(3) Stead, op.cit.,p.211

(4) see sub-chapter on taxation
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mented by public-sponsored public-improvements projects and by
a strong expansion of public-welfare expenditures. The sixth
point regarded international collaporation to pursue and to
assist the execution of the five previously discussed points.(l).
In the United Xingdom, lr.Kalecki, then of the Oxford Institute
of Statistics, distinguished three ways %o achieve and to main-
tain full employment, but remarked at once that the second me-
thod (stimulating private investment) is not satisfactory, whi-
le the remaining two methodis provide adequate mesans to mainta-
in full employment. The first method osropoaed by ¥r. Kaleckl is
Government spending on publiec investment and that means for him
defieit spending. This includes also subsidies %o mass consum-
ption such as family allowances, reduction of indirect taxation
and subsidies to keep down the prices of necessities. The second
method, the one he refuses to believe in, is based on stimula-
ting private investment through reductions in the rate of inte-
rest, lowering of income tax or assistance, direct or indirect,
to private investment .The third method is by redistrivution of
income from higher to lower income classes. (2). He enthusiaa-
tically advocates income-tax-financed Government sxpenditure
which
%, .,should be pushed as far as politically possible, and,
if this is not enocugh to secure full employment, expendi-
ture should be expanded as much as is necessary by means
of borrowing". (3).
Among the plane severasl had interesting appendixes showing the
future distribution of revenues and expenditure and indicating
that the situation, if carefully planned, is not as bad as was
thought in the light of British losses during the war. One of
such appendixes is shown pelow with two variants for 1948 ,A ,de-
noting the increase in national income by 10 and B a 20 per
cent inecrease in the British national income. The hypotheses
are based upon the purchasing power of 19i38.

(1) Post-wer Zconomic ’rouviems,op.cit., p.21-22
(2) The Lconomigs of Full Fmployment,op.cit.p.;39

(3) Ibid., p.57
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Revenues and expenditure of Great Britain

1938 1948(in millions £)
in millions £ i A B
Total nat.income 5472 100 0020 6500
Ixports Lo 8 12 850 850
4804 &8 5170 5710
Imports a4 17,5 400 900
Hat.outlay 57152 105 ,5 6070 bo 10
Natjdefenne 358 G459 500 500
Govt.expend. 456 B 5 600 L0
Consumnption 4153 76,0 370 +310
Investm.of capital 185 14,5 1200 1200
Total nat.expend. H75¢ 105 ,5 6070 6elo  (1).

Another interesting sppendix with somewhat different fizures is
found in “ir #iilliam's book and was prepared by MNr. W.xaldor.
Ite contents will be mentioned when we come to “ir §illiam's
plan for fighting unemployment.

That the planning had to be both careful and immense was obvio-
us when the numbers of people to be dealt with were taken into
account. Por America, Jumner Slichter estimated that in two
years after the end of fighting Pederal expenditures will drop
from about / 90 billion to ¥ 25 billion a year, the greatest
and swiftest disappearance of markets in history. #ithin a year
or 80 - lhe calculated - some & to 9 million people will have to
leave armed forces, two million people will leave civilian jobs
with Covernment and 5 million will be laid off by plants making
combat munitions and weapons. Pive million people making war
goods will be without jobs and in all some 20 million people
will be looking for new jobs.(Z). For Great Britain, Measrs.
Joseph and Xaldor found that people will have to leave their
jobs in three main fields. M™irstly, some 5 to 6 millions in ar-

(1) #alter 7"1ll in Revae Socialiste, 1947
(2) The Atlantic, Vol.174,N°.4,0ctober 1544



med forces and civil defence work, then people Emplayod in ma-
king munitions and lastly, a certain amount of people working
in those industries which though catering also for peace-tine
needs, became developed daring the war more than twen is likely
to be required in peace-time. 'Though accurate estimates are di-
fficult to be made, about two-thirds cf the people engaged in
war work or one-third of the whole working population will have
to find new jobs when the war is over. (1).

vhe magnitude of the ,roblem justified well the plans and nre-
parations. Je have mentioned some of them but they were of nuch
leaser importance than the ones we present now. And on top of
those plans there are two plans of really outstanding importan-
ce, namely the British Jhite Taper on Lmployment Policy and the
plan prepared by the eminent economist, 5ir #illiam Beveridze.

Tne British Jhite Yaper On “mployiment rolicy

The empharis leid on the necessity to provide for full employ-
ment sftér the war 4id not remain unnoticed by the Coalition
Government and work proceeded for the formulation of a policy
which may be urgently needed at a later datie to combat unemplo-
yment. Accordingly, in Xay 1944 the Minister of leconstruction
presented to the Parliament a document bvetter known ag British
ihite Paper on Employment policy. The essence of thias document
is to be found in its opening words:
"?he Government accept &3 one of their primary aime and
responsibilities the maintenance of a high and stavle le-
vel of employment after the war. This Paper outlines the
policy which they propose to follow in pursuit of that
aim." (2).
“he next step of importance is to stress the unique dependence
of this country on international trade. The Government statement
realises that external demand is very important for the level
of employment in United Kingdom and it promises ite citizens
to make every effort to reach international agreements facili-~

(1) Joseph & Kaldor, op.cit.,p.B
(2) Crd.6527, 1944, Zmployment Tolicy, p.3.
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tating trade and the recovery from war-wrought damages. But
"fhile the Government will spare no effort to create, in
collaboration with other Governments, conditions favoura-
ble to the expansion of our export trade, it is with in-
dustry that the responsibility and initiative must rest for
making the most of their opportunities to recover their
export markets..." (1).

The ﬁaper, we are reminded, is not an outline of projected le-

gislation,
“"?or employment cannot be created by Act of Varliauwent or
by Government action alone" (2),

and acoordingly, the success of the policy outlined in this do-

cument must depend
", ..on the understanding and support of the community as a
whole...without a rising standard of industrial efficien-
cy we cannot achieve a high level of employment combined
with a rising standard of living." ().

In order to remove from economic life unnecesaary features which
have in the pas% prevented its smooth functioning, the shite Ta-
per attempts %o satisfy three essential condiltions which are at
the same time the guiding lines of the Governmental policy. The-
se are:

"a)Total expenditure on goods &nd services must be preven-
ted from falling to a level where jeneral unemployment
appears.

b)7The level of prices and wages must be kept reasonadly
atable,
¢)There must be a sufficient mobility of workers between
occupations and localities." (4).
#hile the conditionz (b) and (ec) are obviously clear, it is nece-
gesary to add at this stage that the methods for ettaining the aim
(a) were to be rougily as follownt

(1) Ibid., p.5.
(2) Tbid., p.}
(3) Ivid., 2.3
(4) Ibid.,pp.15=16.
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1. Yore exports to avoid an adverse balance of payments,
?. Feasures to avoid swings in expenditure on private
investment,
3. Public investment to offget fluctumtions in private
inveatment, and
4. Maintaining stable expenditures on consumers' goods.(1).
The contents of this remarkable document has been rearranged by
the London weekly The liconomist to fall under 10 headings and
we have accepted this re-arrangement as the basis of our analy-
gsis. The first headline is the transition from war to pesce., Du-
ring the war, unemployment has shrunk to a mere 75,000. (2).
There was an increase in gainful employment by some 4,5 millions
since 1919. There was an enormous trend to the armed forces and
to munition factories and about £07 of employment in menufactu-
ring industries was on Government account. (5). During the tran-
sition these movements will have to be reversed and may involve
some 7 millions people which presents & tnreefold danger:
"g) that patches of unemployment may develop where the in-
dustrial system fails to adapt iteelf quickly enough
to peace-time production;

b) that demand may outrun supply and create an inflatio-
nary rise in prices;
¢) that civilian production, when it is resumed, may con-
centrate on the wrong things from the point of view
of national needs." (4).
To forestall these dangers, the Government undertakes to con-
duct & planned process of demobilisation, of assistance to firms
switching to peace-time production, of planned disposal of sur-
plus stocks, labour force and munition factories owned by the
Government, while at the same time to prevent inflation and dis-
locations, it will maintain the apparatus of control end the
rationing of some consumer goods. The general order of priority

(1) Ibid., p.18
(2) Ibid., p.b
(3) 1bid., p.b
(4) Ibid., p.7



-50=

will be: exports firat, civilian needs second and industrial =quip-
ment third.

The second group deals with problems of intern:tional trade. Here
the trend is for & plamnnel set of overs«as vrading relationship,
though The :conomist and several other voices were raised in doubt
whether far-going international agreepenis c&n be reached, & fear
which wez lately rewoved by the Bretton #doods Agreement anc the A=
merican losn to breul Zritein.

In the field of industrial efficiency, the Daper sugsests tungel
propusals for the amendaeanb of texetion on plant deprecic tion. The
Paper recognises the importance of attaining & highly efficleng
industrial zystem by me*ns Of rescarch &ilc.

As for the losation of industry, the Governwenl aceaptad tis rez-
ponsubility for this important industrial provlem and toox ihe po=-
int of view that henceforth work should be tacen 10 labour rather
than labour 0 work as wes olten the case in the Initer-war period
when industries specialiy vulnersbtle 10 unewuployment were concen=
trated in some areas. #from now on the loctction of new industries
will be influenced in sucn a way &8

W,..to diversify the irdustriul couposziiion of arsss ahich

are particularly v.inerable to unemployment.™ (1).

But this policy will still require mobility of labour between ine-
dustries, which has= been s0 outstendingly lugging behind during
the inter-war period. "he Covernment statement proposes therefore
to remove obstacles %o the tranafer of workers beiween areas and
also between occupstions and to provide training faecilities to fit
sorkers Tfrom declining industries for tesks in =xpanding or nealy
-established induatries. Training grants, trainiung and re-training
feeilities us well as resetsvlement granus are promisea and %o avoid
unfavoursble paychological effects

"ohe allowances grunted 0 the treinees will ve coupletely

divorecd from rayment snd unenployment benefit. ().
“he worker will feel that he has left unemployment behind him and
the trcining allowance will be higher then unemployment benefits.
for ine succesa of thore measures, it will be necessary to obtain

(1). Ibid., p.l1l.
(2). Ivid., p.14.



the full cooperation of the Trade Unions.

The next problem is the stabilisation of private investment, a
point of paramount importance from the angle of policies propo-
Sed by the Wwhite Paper to combat unemployment. Acknowledging the
existence and pos=ibility of dangerous awings in expenditure for
this purpose, ths government promises that everything possible
will be done to offset the effecta of those swings. To this end
a policy of cheap money will be muintained for some time after
the wor and therecafter the expenditure a#ill be influenced by va=
riationas in interest rates. The Governuent is of the opinion that
the experience gained in this field since 1931, notasbly the coo=-
peration between Treasury, the Bank of 'ngland and the Joint
S tock 3anks will

"...make it possible to operate a concerted and effective

monetary policy designed to promote stable employwent."(1).
But as high interest rates are more eflective when designed %o
prevent excessive investment at times of boom rather than to en-—
courage new investments at times of depression, the Governument
plans to supplement this measure by deferred tax credits calcu-
lated to stimulate caplial expenditure at the onset of depreszion.

Under the heading on public works it is gratifying to find that
the principle of varying expansion according to the state of am=
ployuent is fully accepted. There will be more public works at a
time of depression and these public works will be planned in ad-
vyance.

The maintainance of consumer purchasing power is dealt with ex-
tensively in the wvhite Paper. The emphasis is laid here on the
verying weekly contributions to be paid by both employers and em—
ployees under the proposed new system 0f social insurunce. Con-
tributions will be incrrvased in good times and decreased in bad
times.

"The gtaniard rate of coniribution would be asscssed on the
basia of a forecast of the averuge level of unemployment,
in @uch a wny an to keep the social insurance fund in ba=-
lance over a number of years. (2).

(1). Ibid., p. 20.
(2). Ibdd.y Pe 23
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It’is-planned that a rise of two points in the unemployment per-
centage should decrease by some £500,000 a week the total of con-
tributions paid by workers in employment. (1). It is also propo-
sed to use deferred credits and to some ' xtent also the Govern-
ment purchases of conzumers' goods for ztoring them and subse-
quent resale.

The Government insists that prices and wages must be kept reaso-
natly stuble, though not necessarily fixed at a particular level.
"Ihis is of vital importance to any employment policy, and
wuet be clearly understood by all sections of the public."
(2).
“ueh a policy involves avoidance of price-raising combines of all
kinie on the part of emplder and an appreciable amount of res-
traint and examination of measures and polliciea on the part of
trade unions. ihile employer=s should seck larger output rather
than higher prices, the
"jorkers must examine thelr trade practices and customs to
ensure that they do not consitute a =erious impedinment to
an expansionist economy and so defeat the object of a full
employment programme.” (3).

Lastly, with regard to restrictive practices, a government enqui-
ry into tne depth ani effect of them sand subsequently appropriate
measures are promised.

The Government statement promises that Great Britain will pioneer
the new field of fighting successfully unemployment and ends with
an expression of hope that with active collaboration of all eiti-
gens, the fight will be fruitful and the aims will be attained

in the not so far future.

The reception and criticism of the white ‘aper.

Thé reception mecorded to the Government's shite Yaper wes gené-
rally favourable. The people still éhaged in the war effort were
inclined to see in this pronouncement a sign of the Governument

willingness to build a better Britain worth fighting for. The Lon-
don Times opening a series of critical articles on this subject

(1). Ibidn' P. 23
(2). Ibid., p.18..
(3)0 Ibido' Pe 19.
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pointed out that the white Taper

"gtrongly renews ths nope that, in spite of disappoint-
ments and delays during the past T#0 years, the Coalition
cabinet ha= the resolution and capacity to concert and to
carry through to 1ts conclusion a progran capable of pla-
ecing this country in the van of schievement in a new age."
(1).

The Zconomist criticised many pointe of the projected policy but
expreased its satisfaction that the methods to bLe emplcyed were
not & departure from persuasion and agreement endt finally ataeted
that the Government 3tatement was

"more virile and imaginative than gould ressonauly have
been expected”. (2).

Ir. ‘he cireles of professional economists the statement was ac-
claimed a8 a good start in contrast to the previous usual atti-
tude of passive waiting but it aroused no enthusiasm in these
circles which thougnt the policiles proposed to be too mild, as
reflecting the Conservative wish to build a decent building on
foundations constructed entirely on compromise. *he profeszional
economists subscribed rather %o Beveridge's scheme of which more
will be told below. But what the British #hite Paper did wa= %o
give the plain man in the atreet an assurance that his Govern-
ment was not asleep, that something was being planned and the
new method had the advantage of ereating the feeling of collec~
tive participation in the process of legislating for a betier
5pitain. The subsequent amount of oriticism and the amount of
space this rather technical problem obtained on the rationed pa-
ges of newspapers and magazines spoke for {itself and required no
comuments.

On the other hand the British shite “aper had a rather hostile
and susplolous reception in the United Ttates. On May 29, 1944,
an editorial in the New York Times stated:

“Phe British #aite Paper's proposals...imply & policy of
cheap money, currency expaneion, and deficit spending, all
of which must endanger any previously established parity
for the pound sterling. If there was no proposal for an

(1). quoted in Current Hisvory, November 1944, P.390.
(2). Ibid., p. 390.



international monetary fund supported by the wezsuries of
other countries, and particularly fro: our own, this might
merely be dismissed &8s 8 matver for the British alone to
settle, But the proposed &8,000,000,000, fund raises the
question whether other nations can be expected to under-
write such plana and in effect such domestic polieles."(1).
To which Manchester Guardian replied two days later:
"The haste with wnich so0 intellimgent a newspaper az The
New York "imes has jumped to the wrong conclusions ia opad-
dening. T™he paper 1o alrued by our intention to put stea-
dy employment first and orthodox finance second. It fan-
cles that the plane for cheap money and 'compensatiing' pu~
blic invesuiment are bound to weaken the pound abroad and
that we might use the proposed International Monetary Fund
to extraci help from others, especially from Americans.
That iasmonsense.,,.fhat we really need is that other coun-
tries, above all the United “tates, should have re:=ona-
bly stable conditiona of trade..., Wall Utreet bankers ha-
ve not yet found that what hit them 15 years ago was their
Oown boomerang coming back, but the rest of the world knows
it and takes New York's notions of sound finance with a
grain of salt." (2).
In United States the plan has also been viewed as the virtual end
of private initiative in Ureat “ritain. In a New fork speech, &r
Rrancis svens, the British Consul General in Wew York, tried to
calm the American unessiness and assured his audience that to pre-
vent squandering or wsate, the British Government wou.d
"find it necessary for some time to msinwain close control
over raw matericls and capital." (3)
but he added significantly that the British tradition of indivi-
dual initiative coul: still find an cmple scope for sction.
The most significant and the strongest attack on the Governmenti's
statement came however from the pen of & man who sas extensively
fit to criticise this statement. Sir 4illiam H., Beveridge orivie-
eised the dhite Paper in an address given at the Royal Ioonomie
Jociety on 22nd of June, 1944, reprinted with minor changes in

{1). 1bid., p. 389.
(2). Ibid., p.389-90.
(3). ibidl’ ’.390.
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the Economic Journal for September 1944, and in a l6-pages po=t-
script to his Pull ‘mployment in & Pree Socilety. The criticism
was devasting. Sir #illiem while calling the Paper a "milestone
in economic and political history" (1) and an “epoch-making in

several weys"™ () nevertheleas found that the practical measures
proposed in the Government statement were utterly inadequate.
The importance of the Government statement lies, in S5ir #illiam's
opinion, in three facts. Firstly, it shows that the Sritish Go-
vernment is st last in posseszion of an organism which was so much
in demand under the name of lconomic General Staff. The name is
different but the preparation of such a document was a proof of
the fact that some cell in the administration exists and deals
with such problems. The second point of importance is the change
in the attitude of the British Treasury which was always known to
stand in the way of action by the State to maintain employment.
The Treasury's position was clearly stated by Mr Winston Churchill,
who in 1929 as Chancellor of Exchequer told the House of Commons
that
"{t is the orthodox Treasury dogma steadfastly held that,
whatever might be the political and social advantages, ve-
ry little additional employment and no permanent additional
employment can, in fact, and as a general rule, be created
by State borrowing and State expenditure.”
This position has undergone a radical change in thgakhite Paper
and Sir William stresses this fact and applauds the Governmental
assumption of responsability for providing full employment.
"This is the critical decision which must be taken %o pre-
vent mass unemployment".
Jt is here that Sir 4illiam pervs with the shite Paper. dhen the
Paper thinks that the two most fluctuating elewents in toval ex-
penditure sre beyond control and lists tLem &s private investment
s#nd the foreign balunce, Sir 4illiam rejects this assumption in
regard to private invesztiment claiming that it 1s wholly within
the power of the Government to control it.
"Treating the foreign balance and the private investment on
the same footing is equivalent to treating British industry

(1). Beveridge,5ir W.H., Full Employment ina Free Society,1944,p.260.

(2)- Ibido. p|259! p'260.
(3). Ibid., p.260.



a3 1f it were a sovereign independent Ctate, to be persu-

8ded, influenced, appealed to and bagained with by the Bri-

tish State."(1).
Indeed he sees that the only woy the Government proposes to choo-
se 18 to give advice to private investoras, a policy, which in his
opinion, has faillcd in the past and is doomed to another failure.

“The #hite laper, when crivically examined, is seen to pro-

pose no serious sttack on the instability of private in-

veatment." (2).
And Tfurther:

"The policy of the wWhite +aper is a public works policy,

not a policy of full employment." (3).
Sir #illiam churges that no definitve and firm proposals of how to
influence private investment cr how to increase the scooe of pub-
lic investment were formulated in the #hite Paper. The difficul-
ties of a public works policy are obvious. Building labourers
thrown from employwent will not become the next day useful in clo-
thing factories. But in par.66 the statement still places empha-
sis on public works and ©ir silliam points out the inconsistency
of the Paper, caused probably by she fact that various hands have
written various chapters. He atsucks also though more meekly the
proposal concerning changes in =oeigl insurance contributions so
as to moake them higher in times of prosperity and lower in times
of deprescion. He finds little jusyification for this measure anc
thinks that Government estimates of its benevolent character are
rather overeatimated. If it were accepted, he wouldi not confine
thia prineiple to social security contributions only but to the
whole of taxation snd on the other hand he would exempt employers
from this rule since

"If in a nlump the employer finds the cost of his insurance

reduced he may not spend more, but may «ad to his reserves."

(4).
With regard to the White Paper's assurance that deficits in bud=-
geting will ve avoided, Beveridge yuotes Trofes:or Hicks as wri-
ting in the Manchester Cuardisn of June 5,1944 that

Y. ibld., p. 261.
2). Ibid., p. 262.

3). Ibvid., p. 262.
4). *bid., p. 264.
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"T"he authors of the Jhite Paper are evidently well aware
that unemployment cannot be tackled without public borro-
wing, but they are preparsd to resort to any subterfuge in
order to ensure that the debt does not fall directly on the
shoulders of the Central Governwent."(1l).

Beveridge thinks tnat the Governm nt is lenaing &« hand to anybo-
dy, especially to the local authorlities to borrow money but not
to itaelf.

"she wnole section on central finance is based on & wrong
sense of valuea..." (2),

writes Severidge and he does not for & moment share the Paper's
view (expressed in par.79.) that the handling of monetary pro-
blems 18 a test for home and forcign observers of the firmneas
of Governuent's policy. #or him

“The policy of the Yovernment in future will be judged by
its handling of economic, i.e. real, problems, not 'mone-
tary' problems. Maintenance of the national income and
maintainance of budgetary equilibrium are not "equally”
important. ‘he former of them is fundamental - the first
rule of natisnal finunce."(3).

The white Paper's parsgraphs coneerning the location of industry
are Lo Bev-ridge not uvad but he 1s afraid that thelr realisation
will not follow the interpretagion they have received ine Tarlia-
pmentary debate when it wae staied thet the methods to be used will
on no account be coercive. Basing his fears on the Report of Bar-
low Commission, Beveridge fecls that such an action might be en~
tirely indequate.

He also worried over the paragraphs concerning tas intv=rnationsal
aspect of the problem. He says:

"Un the international side the dhite faper is indefinite." (4)
Le complains that the Government is paying undue attvention o the
increase in exports at the cos. of stability in ex . orts which i=
to hiw of equal importance. He goes on record a2 azking long-term
contracts for primary products from oversess and to stabiliase
the British export in this way. lastly, he is anxious to 32e the
Government taking a dircct interest in thne question of exports.(5)

1 oTbida, P. 265.
2). Ibido. p. 265.
3). Ibid., p. 2065.
4). Ibid., p. 267.
5). Ibid., p. 267=-8.
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Specking generally about dlagnosis, Beveridge sees the moat im-
portant fault of the White Paper in 1its attempt to treat fluctu-
ations of demand as the main or sole problem. Uonsequently the
White Paper deals rather with the timing of demand than with 1its
expansion though statistics show that the deficiency of demand is
or was chronic and it should be cured a= a chronic disease. This
fault of diagnosia leads consequently to faulty prescriptions.
The attachment to public works as the chief measure is obvious
since these works have to compensate for contraction in demand.
But nothing is proposed to expand thc demand, no inereace 1s pro-
posed in public outlay, no messures 10 stabilise private invest-
ment ete. And therefore to Sir william the most serious weakness
of the Paper is the lack of
"A long-term programme of expanding consumption demund, so-
ciel and private, which should leai to maintaining invest-
ment." (1).
He attributes the faulty planning of the Government's document to
the basic differences of social philosophy between this document
and his own Report. He arguea that
"Phe Government in the #hite Paper treat private ownership
of the means of production as fundamental;" (2)
while he himself is for judging this device by ite empirical va-
lue an: since it has failed us so many times in the pu=t, there
{8 little to be said for its continuing to be extensively used.
lle accuses the Government of being unduly concerned with the need
of giving confidence to business circles instead of the need to
give confidence to the plain men and women who have fought the
wor expecting & better world to emerge after the conclusion of
ho=stilities. The root of the metter is that
"TPhe Government in the white Paper are fighting unemploy-
ment"
while
"They ought to be planning for productive employment." (3).
And while lauding once more the White Paper as
"e gincere sttempt to deal with the disease of unemploy-
ment" (4)
ibid., p. 271.
ipid., p. 273.

. Ipid.., p. 274.
. Ibidc’ P 274 .
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Sir william concludes saying that the practicrl me:sures proposed
are totally inadequate and places the burden of fault on two main
factors: on treating private ownership as sacrosanct and of trea-
ting maintenance of budgetary equilivrium as of equal importance
with full employment. (1).

The Liberal Party's Committee on Full Employment, comprising so=-
me very outstanding persons has also examined the White Paper cri-
tically. In a published report the Sub-Committee on Employment
Policy found that
"...the measures proposed...are not adequate to maintain
full employment. They seer to be based upon assumptions
with which the Sub-Committee is unable to agree." (2).
The assumption that the Liberals view as absurd is that claiming
that the abolition of cyclicsl anemployment is a sufficient cure.
Having regard to the fact that even at a boom-time some 10% of
workers were unemployed, the Liberal pamphlet thinks that more
important than to deal with cyclical trade depres=ion is to plan
"...how to absorb the basic 10/ of workers into industry.."
(3).
The p-mphlet fights also the idea that exports influence so much
the level of employment and that it will be rufficient merely to
prevent a decrease in total expenditure to obtain full employ-
ment. The Liberal publication claims that it is equally important
"+s.to ensure its continous increase, soas to absorb and
take advantage of the increasing productivity of industry,
which is dune to technical progrees."(4).
The fact that so many hopes are pinned in the Governmental docu=-
ment upon the insurance system 1s regretted in the pamphlet which
would like to emphasise the importance of income tax and in emer-
gency luxury taxes. It also claims that the greater payment in
years of prosperity is not juest since people with fixed salaries
or incomes would not improve their situation. Section (b) in Chap-
ter IV of the Government's White Paper is severely criticised for
advising stable wages whereas expanding production demands a cor-
responding rise in wages. Lastly the pamphlet reflects the opi-

1 .Ibid., pl 274.

2).The Government's Employment Policy Examined, 1944, p.3.
3 -md_., Pe 3-

4). Ibid., P. 4.
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nion of the Sub=-Coumittee

"...that the basic error in the White Paper is the adherence
which is expressed in section (¢) of Chapter V to the old
conception of a balanced budget. The o0ld conception of a
balanced budget, whereby the expenditure of the Exchejguer
nust be strictly related to the amount of taxation yielded
in the current year, is plainly out of date, and should be
repudiated imstead of reaffirmed."(1l).

This last point of Liberal criticism is also raised by iiichael
Polanyi in his review of the White Paper. (2). The Paper claims
that: -

"Public investment, both in timing and in volume, must be
carefully planned to offset unavoidable fluctuations in
private investment." (3),

but as Polanyi points out

"Such & policy is in general inoperative (and always irra-
tional) unless we assume that 'Public Investment' stands
for 'Public Investment financed by Budget Deficit'. The
document, however, makes it clear that this identity is
not implied. " (4).

The ¥hite Paper implies two ways to finance public expenditure.
The first one relies on current taxation receipts and it is doub-
ful (as Sir §illiam Beveridge proved statistically) whether a
grezt increase in employment will be the outcome of such & poli-
cy. The second way, to borrow by loans repayable from future ta-
xation means to provide for employment at the present time at

the expense of the level of employment at a future time. For the-
se reasons Polanyi proposes to change the above quoted sentence
to one reading:

"A Budget Deficit must be carefully pianned, both in timing
and in volume, to offsei unavoidable fluctuations in private
investment." (5).

An additional point of criticism is found by Professor Polanyi
in the fact that

".so.the most dangerous feature of a scheme of the proposed
kind lies in the fact that it sets a striking example of

Y. 1bid., p.6.
2). Polanyi, op.cit., pp.125-132.
3). Cmd. 6527, op.cit., p.1B
4). Polanyi, op.cit., p. 125.
5 . Ibid.| pl 126.
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deflootiﬁg economic life for the sole purpose of putting
money into circulation. There 13 no limit to the irretio-
nal and arbitrary measures that can be justified by such
precedent.” (1).
Profeasor Polanyi warns that in this way we would achieve a si-
tuation in which everybody will ask Governmental help and aid
for putting money into circulation, and that relaxetion from ob-
ligavions will have to follow on a great scale.

Beveridge's Proposals.

The chief eritic of the Government §hite Paper did not limit him—
self {0 criticism. “ir 7illiam Beveridge had his book on employ-
ment ready and could not publish it before the White Paper be-
cause of the existing war scarcities and regulations coneerning
publication and printing. His was an able analysis, & great piece
of work and a fitting companion to the report on social insurance.
The book was in fact linked with the problem of social insurance
a3 Sir #illiam emphasised in his previous work that no insuran-
ce scheme may be successful unless mass unemployment is aboli-
shed. Security - Jir #illliam warned-cannot be regsrded as an a-
dequate substitute for jobs, and idlensss is also an evil which
one cannot escape simply by having some income. His analysis and
proposals are courageous and far-reaching but the most important
is the clear belief of the author that the question of unemploy-
ment is one which can and must be solved.
His study wap prepared without Governmental assistance but as an
Amwerican authority on employment and social insurance, Mr.Maxwell
¢ .Steward, remarks:
"To say that 'Pull Fmployment in a free society' is a re-
markable book, or even an ouistanding one, is an understa-
tement...it is the kind of book that exercises tremendous
influence on the social and economic thinking of a genera-
tion. If we are wise in our political deecisions, it may
have great influence on the recasting of our economic me-
chanism so as to eliminate the malad justments created by

g

(1) Ivid., p.132
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our modern industrial system." (1).
The diagnosis of Sir williem's study of unemployment is basicel-
ly the same as the one made by Covernment economists in their
White Paper. It represente the general consensus of economists
that employment depends upon expenditure and that to avold unem-
ployment total expendiiure must be maintained on & sufficient
level. “ir #illiam's remark in this connection is very characte-
ristic as it shows how deeply rooted is his belief in the effi-
ciency of the methods proposed in his study. He writes:
"Phis is common ground as it is common sense". (2).
In Sir ¥illiam's own words his policy consistes of setting up and
carrying out a long-term programme of planned outlay directed
against social evile like Want, Disease, qualor, and Ignorance,
and towards raising productivity by improvements of our capital
equipment. (3). To achieve these aims he proposes an immediete
programme including:
a)increasing and stabilising consumption by social insuran-
ce schemes and children allowances,
b)national health service without a charge and collective
outlay to secure houses, food ete.at stable pricees,
¢)National Investment Board to encourage and to regulate
private investment,
d)extension of the public sector of industry,
e)new type of budget more in line with unorthodox publie
financing,
f)conirol of the location of industry,
g)organised mobility of labour,
h)controlled marketing of primary products, and
i)international trade sgreements based on the prineciples
of multilateral trade. (4).

Sir #illiiam's definitions of the meaning of full employment were
Quoted on the preceding pages where it was also pointed that he

(1) Survey Graphic, Vol.34, N°.3, March 1945,p.93
(2) Beveridge, op.cit.,p.268

(3) Ibid.,p.272

(4) Ibid.,p.272



assumes some 3 per cent of unemployment even under conditions of
full employment. That, however, is probably not very much in com-
parison with the pre-war status where unemployment was never be-
low 9,6 per cent and reached even . per cent.

The Report aims at finding methods which will in the long-run
improve the existing conditions of living but Sir ¥illiam reno-
lutely rejects the idea that this may take place at the cost of
basic liberties of the citizens. The essential freedoms, inclu-
ding the freedom of bringing about a peaceful change of govern-
ment are to him of prime importance, though this makes the prob-
lem of full employment more complex, especially in the following
agspects:

l. as voting may change the political authority at short
intervals, continuity of economic policy must be pre~
aerved and economic planning machinery must be made re-
sistant to pressure Zroujps,

2. 3pecial problems of wage determination, trade union
practices and strikes,

}o freedom in choice of occupation makes the indussrial
diseipline and movements of workers a matter of grave
danger,

4, freedom in the managemoht of one's personal income may
create fluctuations in demand for particular groups of
commodities and presents the problem of decision bet-
ween spending and saving. (1).

And while © #illiam advocates the retention of those liber-
ties, he warns that they must be exercised reasonably and res-
ponsibly otherwise full employment could not be expected. He
also advocates private enterprise and bases his proposals on
the existence of =uch a system of private initiative. To the
objection that this leaves open the possibility of fluctuations
in private investment, Sir Williem answers with proposals to
prevent such fluctuations:

"l1.A long-term programme of expanding consumption demand,
social and private, which should lead to maintaining
investment.

(1) 1vid., pp.21-23
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2.5tabilisation of marketing and production of primary
commodities, by intvernational agreement so far as pos-
sible and by British action in any case.

J.5tabllisation of private investment through a National
Investment Board which would plan investment as a whole,
using powers of control and loan and taxation policy.

4.Expansion of the public sector of business, so as to en-
large the area within which investment can be stabili-
sed directly." (1).

If, however, the experience or even argument shows that the abo-
lition of private ownership of means of production is necessary
to achieve full employment, “ir #illiam agrees to such a step.
In analysing the causes of unemployment, Sir #illiam points es-
pecially to the fact that the demand for labour was not merely
inadequate but was also wisdirected. ¥ven when occupations were
changed, people have shown still great reluctance to change the-
ir homes whether on account of family ties or of their ages. In
conclusion he attrivutes unemployment to three distinet sources:
o the lack of adequate total outlay, to the faulty location of
industry and to lack of aufficient'hobility of labour. Accordin-
8ly action against unemployment must follow along three distinot
lines. There must be an adequate total expenditure, the location
of industry sust be controlled and brought in line with require-
ments of full employment policy, and organised mobility of labo-
ur must be provided for. The first measure is the main one, the
remaining two are as “ir william calls them "mopping-up opera-
tione". (2). Total expenditure must be always on the level which
will secure a demand for all products of industry that is using
the whole-man-power of'the country. And because the powers requi-
red for this purpose are of enormous nature, it is up to the
State to secure the fulfillment of the indispensable condition
of full employment, namely the wmaintenance of total expenditure,

"It must be a function of the State in future to ensure

adequate total outlay end by consegquence to proteet its
citizens against mass unemployment, as definitely as it

(1) Ivid., p.271
(2) Ibid., p.29



i® now the function of the Jtate to defend the citisens
against atvack from abroad and against robbery and violen-

ce at home. Acceptance of this new responsibility of the
“tate, to be carried out by whatever dovernment may be in
power, marks the line wihich we must crosas, in order to pass
from the old Britain of mass unemployment and jealousy and
fear to the new Britain of opportunity and service for all."(1l)

#ith this assumption (of “tate responsibility) Beveridge proceeds
to set up his policy based on a long-term programme of planned
outlay directed by social priorities and with due regard to the
requirements of stability and expansion of the economic system.
The main instrument of this policy would be a new type of oud-
get which will not only determine public outlay but will also
influence private outlay. There would be in fact five kinds of
outlay:
a)the communal outlay hon-marketable goods and servioces,
b)public business investment,
b)private business inveatment,
d)private consumption outlay, and
e) joint consumption outlay(State purchasing with a view
to resell), (2).
The new type of the budget must be 2o balanced as to employ the
whole man-power of the country. There are three alternaiives
for achieving this aim.
"l.Increase of public outlay, leaving rates of taxation
unchanged.
2.Increase of public outlay, with all round increase of
taxation sufficient to balance public income and ex-
penditure.
3JsAll-round reduction of rates of taxation, leaving pub-
lic outlay unchanged. (3).
Now Beveridge rejects the second route as it is to him more of
theoretical than of practical value. Route N°.3}.srejected by

(1) Ibid.,p.29
(2) Ibid.,p.30
(3) Ibid.,p.142
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him but not on the ground of the fact that it involves a con-
stant deficit and a ateadily ;rowing national debt. Bevaridge
himself remarks that:
"?o obtain full employment that way would be better than
submitting to unemployment™.(1).
He rejects nevertheless this route as it is neither the only ro-
ute nor the best route. Mo rely upon nrivate consumption outlay
would be somewhat dangerous even if
?...1t were high enouzgh to =set up a demand sufficient in
total to absorb all the productive reszources of the coun-
try,fmight fail in practice to absorb them because it would
be directed without regard %o the available labour and the
need for stabilising investment; it mizght be directed to
purposes of low social utility, it could not secure many
vital purposes which can be attained only by common action.
Route YII, in spite of high demand, might not cure unem~
ployment, would do little or nothing to increase efficien-
¢y, and would leave giant social evils entrenched." (2).
Anyhow, he concludes that:
"The best route et any time depends on the circumstances
of the time". (3).
On the other hand as ¥Mr.Kesldor pointed out in his statistical
computation, the total output of fully-employed Great 3ritain
in 1948 should be approximately 20 per cent higher than in 1938,
which should permit a 19 per cent incresse in individual consu-
mer spending, raise home investment in real terms by 25 per cent,
and produce enough exports to pay for imports and reduce the ba-
lance of payments to zero. (4).”or the Government Beveridge has
e great number of functions to execute in order to maintain
spending on a level sufficient %to employ everybody. Besides kee-
ping order within and outside the country, the government will
have to provide a national health service on a broad base, a

(1)Ibid.,p.151
(2)1vid.,p.151
(3)Ibvid.,p. 31
(4)Tbi4. ,pp.154=155



broadened educational system, town and city planning, social se-
curity, a Yational Investment Board to provide loans and tax re-
bates to private investment etec.
The overcrowding in and around london and the so-called depre-
ssed areas will have to be abolished by a skillful poliey of
conirol over the location of industry and connected with it dis-
tribution of labour. The lack of such a control in the past re-
sulted in such a paradoxical situation that in one region of
Britain the rate of unemployment was ¢ per cent and in another
region almost 26 per cent. Though an ardent advocate of civil
liberties, Sir #illiam believes that on some occasions the "ta-
te should interfere with the distribution of labour. Young wor-
kers, trained at State expense should be required to use the
labour exchanges. Those who remain out of work in one locality
for a considerable length of time might have some difficulties
in receiving unemployment benefits if they refused to move to
localities with vacant jobs. Beyond this, it is suggested that
restrictions maintained by trade unions and similar professio~
nal bodies should be reviewed and ad justed to the requirements
of full employment policy.
Like the #hite Paper Beveridge acknowledges the unigue dependien-
ce of Great Britain upon foreign trade relations but

"This does not mean, however, that Britain should delay

to adopt a policy of full employment at home, until the

attitude of other countries to international trade and

the best form which that trade can take are known".(l).
Accordingly S5ir #illiam calls on Britein to pursue full employ—
ment policies and to stick to multilateral trade based on low
tariffs, reasonable balance between imports and exports as well
as domestic programs for stimulating full employment in the
countries linked by multilateral trade. However if that syostem
cannot be achieved, Britain should enter into regional agree-
ments of this kind or in the worst case, into bilateral agree~
wments with countries that wish to trade with Britain.
This is, in general outline, the plan Beveridge has constructed.

(1) Ivid. p.33.
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Though all the references are specifically British and Sir Wil-
liam speaks all the time about Great Britain
"It is a program which, though details will differ, could
be adapted to the United States without findamental chan~
ges. In fact, Beveridge's constant use of American illu~
strations indicates that he was constantly thinking of
their possible application in this country”. (1).

To 5ir william's study, Mr.Nicholas Kaldor contributed a very
interesting statistical appendix. lis essay was based on the
assumption that fiscal policies of the “tate are to be used for
regulating the total outlay of the community and he proceeded to
show what that will mean in terms of revenue and expenditure of
public authorities. The wealth of figures and calculations he
supplies is of utmost interest though it is too detailed to me~
rit inclusion in a general study such as this paper. It would
be relevant to state, however, that Mr. Kaldor supplies the da-
ta to show that Sir william's plans and policies can be easily
implemented at costs lower than those of the pre~-waAr unsuccess—
fal fight against unemployment. He confirme S5ir william's belief
that all the plans are adaptable to British national economy and
though he uses a great many assumptions, some of which WAy DPro=-
ve inaccurate, he succeeds in showing that full employment is a
real possibility.

This was also 3ir William's greatest contribution. His work has
been left comparatively untouched by critics though many of them
doubted whether it will be realised in practice. There were voi-
ces accusing it of lack of detailed elaboration of problems 1i-
kely to arise in a country carrying out a policy of full employ-
ment, a disadvantage which was parily counteracted by the six
studies of full employment prepared by members of the Oxford
Institute of Statistics. Professor Polanyi in his critique of
3evoridgo's report finds himself in disagreement with Beveridge
over the State's right to concern itself with the direction of
outlay and with the relative lack of interest in monetary solu-
tions of the problem, which Polanyi argues can be used with suo-

(1) M.5.5teward in Survey Graphic, Vol.34.N°.3 ,March 1945,p.106.



cess against unemployment. Professor Polanyi goes so far as to
sayt
"..sin view of the weighty principles which it (Beveridge
plan) thus affects and the political emotions which it
thus rouses it can hardly fall to originate some dangero-
us popular illusions". (1).
It is true that he has attracted the popular attention to the
problem and that people begun to link his very name with their
aspirations in the field of employment and soclal security. The
work he has done is a great and admirable piece of economic thin-
king and Professor Tolanyi's harsh opinion was guite solitary in
the sea of approvals and acceptance of the plan and of the poli-
cies envisaged by Beveridge in his report.

The Pamphlet of Lever Bros.

An interesting pamphlet on employment problem, first circulated
privately, was prepared and subsequently released by the well
known firm of Lever Bros and Unilever, Ltd. The Lever's pamphlet,
entitled The Problem of Unemployment represented the opinion of
capitalist circles who became aware of the fact that unemploy-
ment must be abolished if their system is to be preserved. This
made the lLever's pamphlet an interesting piece of economic thin-
king and it was accorded a favourable welcome in the English
press. The contents of the pamphlet points to the productive ca-
pacity of the nation as being the basis of a program aimed at
high standard of living and stresses the fact that the produc-
tive capacity must be directed and used in the right way which
precludes the existence of mass unemployment.
"Where irregularity of employment exists, it means there
ie irregularity in productive capacity. If productive ac-
tivity were kept at a regular rate of progression, the
problem of unemployment would be shorn of most of its di-
fficulty". (2).

(1) rPolanyi, op.cit.,p.l38
(2) The b loyment,op.cit.,p.34
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The panmphlet attributes the major irregularivies in productive
activity to irregularities in the extension of industirial capi-
tal equipment and calls or making this extension more stable
and regular. But as the pamphlet honestly remarks

", ..the profit motive has proved an insufficient guide in

the extension of productive capacity". (1).
and 80 though the industry by a self-imposed discipline cen help
considerably to solve the problem

", . .the main tesk in fostering the regularity of capital

investment lies with the Government". (2).
As one could expect, the publication does not advise direct Go-
vernnent contrel but envisages monetary and budgetary policies
which by meoans of the rate of interest, the Governuent's own ex-
penditure and taxation will regulate the ultimate distribution
of the nation's income. The paumpalet calla for the introduaction
of a double budget with the important reservation that the"extra=-
ordinary" budget would be covered or over-covered only in times
of booms.
mhe messures proposed against unemployment and Tor preserving the
level of employment on the war-time basis are divided in%o govern—
mental measures, industrial measures and international measures.
In case a boom ie reaching its end, the Government should prom—
ptly extend its credit poliey, should lower substantially the
rate of interest and even guarantes cheap credit for encouraging
investrents. It should slso lower texation retes, increase the
rete of depreciation on new capital investment and make no at-
teapt to cover the extraordinary budget. On the other hand the
speeding up of public works is necessary. If these measures pro-
ve insufficient, special public works should be arranged for,
young people should be reirained eto.
Indastry should according to the pamphlet plan its development
in long-run to avoid irrelevant fluctuations in investuent. It
must follow at all times a policy of maximum production, should
provide for re-training, and pursue a poliey of helping and de-

(1) Ibid., p.14
(2) Ivid., p.16



veloping social security measures as wﬁtl ag collaborate with
the Government. In the field of international measures, free
trade is advocated, expansion of international trade, proteo-
tion of full-employment countries against dumping, regulation
of raw-material problems and reising of the standard of living
in backward countries.

The pamphlet is undoubtedly a valuable contribution to the prob-
lem presenting the employers' side but with a definite progre-
ssive outlook.

Professor'Richardson's Plan

Professor J.H.Richardson of Leeds University writing in the
Economic Journal.(l)has also suggested some remedies to be used
in the fight against unemployment and though they may be viewed
as minor remedies, there is no reason why they should be negle-
cted or not used in conjunction with other methods. According
to Professor Richardson the

", ..zain measures must be directed towards increasing the

demand for labour*, (2),
end to achieve this end he suggests a skillful policy of credit
control and a programme of public works designed to provide em—
ployment during slack periods. A very interesting measure is the
proposed scheme
",..by which private undertakings would be required or in-
~duced to postpone until such periods(of industrial depre-
“ssion) any capital development work which could convenien-
tly be deferred". (3).
This measure though interesting in itself seems to be difficult
t0 realise without a very extensive Governmental interference
with private enterprise. If persuasion alone is to be applied,
"4t is hardly conceivable that somebody will be persuaded to in-
vest money in buying new machinery or making additional invest-

(1) The Eoonomic Journal,Vol.51,N°.204,December 1941
(2) Ibvid.,p.449

(3) Ibid.,p.449
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ments at the time when the gtocks so far produced cannot be 18-
posed of. On the other nand if compulsion is to be used, one may
argue that there are other methods more effective and easier in
application.
professor Richardson is writing about unemployment in Great Bri-
tain and he makes interesting estimates of how to use the holi-
daye for fighting unemployment. He suggests that in years of de-
pression the length of holidays should be increased and that
this increase should depend upon the extent of unemployment. If
the number of people not provided with jobs rises by 1,250.000,
the increase should be by one week, and when there are 1,750.000
unemployed, a fortnight should be added.
"phe amount of labour temporarily withdrawn if all work-
people had an additional week's holiday would be the equi-
valent of about 20 weeks of unemployment in the year con-=
centrated upon 5% of workpeople without jobs™. (1).
Phere is also to be an additional gain since in holidays people
will spend more, will pay trensport fares and gain in health,
thus reducing the costs of maintaining the health services, and
psychologically increasing efficiency. Of course, the question
how to pay for those additional holidays arises, and Professor
Richardson suggests that fundsshould be accumulated beforehand
as a joint contribution of the workers, their employers and the
State.
The same author suggests also an extensive use of variations in
the length of the working week in times of depression and pros-
perity, earlier retirements on pensions as well as the raising
of the school-leaving age. There is also a proposal to use the
military call-up as a means to reduce the level of unemployment.
More people should be called up at the time of depression and
that means that they will be transferred to Government pay-roll
but this measure is certain to encounter large obstacles and may
unnecessarily bring about a disturbence in the international po-
sition of the country applying it with results which can someti-
mes be fatal. It will be hard indeed to persuade another country
that the measure was applied only %o fight unemployment, and it

(1) Ivid.,p.449.



is much wiser to transferr, if necessary, the people to Govern-
ment pay-roll but to use them on such kind of work that will
bring more direct benefit to the country and to its people.

eri Pall Emplo ] l of 1

By far the most serious attempt to transform some of the current
American plans for fighting unemployment into a binding law was
the so-called Pull Employment Bill of 1945.(1). The Bill was tho-
ught of as a counter~-part to Beveridge's plan and to the British
Government's w#hite Paper on Employment policy but the American
bill was, to say the least, a very modest attempt with reserva-
tions reaching too far and with a characteristic political wish
%0 compromise everybody's interests in a mixture which was then
hard to execute and even if executed neither a complete nor a
happy solution. Nevertheless taken on the background of America's
thinking the Bill was almost revolutionary when it stated at the
beginning that:
"All Americans able to work and seeking work have the right
to useful, remunerating, regular, and full-time employment,
and it is the policy of the United States to assure the
existence at all times of sufficient employment opportuni-
ties to enable all Americans who have finished their schoo-
ling and who do not have full-time housekeeping responsi-
bilities freely to exercise this right*. (2).
Por the first time in American history those who moved the Bill
were seeking Governuent intervention to secure jobs for the peo~
ple who were not provided with jobs by private initiative and
though the authors were careful to represent the Government in-
tervention in the most rosy colours and as least harmful, the
American reaction was vivid and the Bill was therefore conside-
‘red revolutionary.
The Bill was introduced in January 1945 by James E.Murray of

(1) Pull text in Harvard Business Review, Vol.23.N°,}.Spring
1945.
(2).Ibid., Section 2 (b) of the Bill.
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¥ontana, chairman of the Jenate Committvee on Fducation and Labo-
ur. The co-authors were eminent Congressmen too, such as Robert
F.#agner, chairman of the Committee on Banking and Currency, Il-
bert D.Thomas, chairman of the Committee on Military Affairs and
Joseph C.0'Mahoney, chairman of the Temporary National Kconomic
Committee. In the House of Representatives the Bill was introdu-
ced by Texas' representative Wright Patman. It is also relevant
to add that this was the first month of a new Congress and that
hopes were then high for an early peace and therefore attention
was at once attracted to this unusual Bill.
An American economist, Kr.leon H.Keyserling, expressed nis con-
vinction that the Bill came as a result of some agreement preva-
iling in competent American circles over a number of economic
problems. (1). Quoting Mesars.Hagen and Kirkpatrick writing in
the American lconomic Review of September 1944 he supplies some
interesting figures concerning output per capita and national in-
come, The output per man-hour in a group of basic industries ro-
se from 100 for 1923-25 to 167 for 1940 and they estimated on the
basic of war marvels that it may go well above 232 by 1950. The
value of gross national product being envisaged at 195-200 bil-
lion dollars by 1950 and allowing for a normal rise in popula-
tion numbers, this will mean a general output per capita 507 hig-
her than in the peak prosperity year of 1929. On the atrength of
these figures Mr.Keyserling assumes that a much higher living
standard would be easy to attain provided we are willing (he
does not question the ability) to plan wisely and provided in-
dustry, agriculture, labor and government will work together.
Thies imposes on the Government the functions of coordinating
the efforts by collaboration with private enterprise. But here
the delicate problem of the extent of Government's intervention
comes to the foreground once more. As Kr.Xeyselring states the
course of American thought was always loyal to Lincoln's prin-
ciple that:

"It is the fubtion of the government to do for the people

only what they need to have done and cannot do for them—

(1) Survey Graphic of March 1945,p.95
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selves, or cannot 4o so well, in their separate and indi-

vidual capacities". (1).
And so the Bill bowing to the demand for Governmental interven-
tion finds a place for Government but it wishes the Government
%o blend its plans and possibilities with those of private ini-
tiative. It wishes the Government to provide the machinery for
planning, the platform for organising, the opportunity for eva-
luating the over-all economic policy but it does not provide this
wide range of action which was so characteristic for the official
British proposal and still more for Sir William Beveridge's ZHe-
port. The American Bill provides that at the beginning of each
regular session of Congress, the President of the United States
will transmit to the Congress a National Production and Employ-
ment Budget which would be an estimate of present employment as
well as expected employment provided by private initiative and
non-federal undertakings. The same message will also provide sta-
tistice to show how muoh and what kind of help the Government
will give private initiative to maximise its effort to achieve
full employment and will finally show the ways Uovernment may
choose for providing the margin between supply of labour and pri-
vate initiative's possibilities to employ it. The Bill provides
also that in case of need the President may transmit to the Con-
gress legislative recommendations bearing on thie subject but
this he can also do with his present legislative powers and the
only change introduced is that the President will be legally ob-
liged to transmit this Budget to Congress and will therefore
bring to the Public Forum the relevant facts and figures. On the
congressional side a Joint Committee will be established which
will study this new budget and report its findings not later
than March lst. Ite report will then serve as general econonic
guidance for legislative action by Congrese.
The greatest fault of this Pull Employment Bill is that it is
uanlikely to provide Pull Employment. To the author its disadvan-
tage lies in the very fact of whioh Mr.Keyserling is so proud
when he writes that the Bill

(1) Ivid.,p.97
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"...fastens upon no single economic program or panacea for

producing full employment, nor does it introduce specific

economic measures that have not now been tried out. It in-
volves neither socialisation nor nationalisation of any-

thing that is now privately owned or operated.” (1).
And while the question of nationalisation may be safely put asi-
de, the pride that nothing new will be attempted looks ridiculo-
ue in the light of past experiment when all those o0ld methods
were already tried and with a result fatal to American economy.
Politiocal compromises are not always a happy solution but unem-
ployment is certainly not the field where political compromise
should be extensively used. The Bill provides for bureaucratic
machinery to examine the situation and every student of Ameri-
can political structure knows the speed with which the Congre-
esional machinery usually operates. The Joint Congressional Com~
mittee demanded by this Bill may even finish its findings and
hearings by March lst but their practical realisation would then
only start and may take more time than the authors of the plan
thought while depression will certainly refuse to wait until Con-
gress agrees on methods and funds to be used against it. kr. Key-
serling proposes that an American Zconomic Committee constituted
of Cabinet, Congress and rotating staff drawn from departments
concerned should first examine and develop the budget but this
is not & cure as long as a question of such an importance would
be treated merely by examining and advisory boards and as long
as means will not be found to introduce a speedy legislatory pro-
cedure for the needs which the President may enumerate and des-
cribe in the proposed Budget. One knows that the provisions try-
ing to put a restraint on Government activities by examining
whether they could have not been replaced by private initiative
will give to a laissdsz-faire minded Congress a far-going possi-
" bility to use its power to smash the attempts of the Government
to £ill the gap between production and consumption. The job of
providing the people with earning-possibilities is being assu-
med in this Bill by the Government only at a time when private
initiative has failed utterly and it is little probable that the

(1) Ibid., p.98.Underlinings mine.
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Bill, even had it puassed unchanged, could attain the aim 1ts ti-
tle has in a mislending way presented.

Social Security Schemes.

We do not propose to deal with social security schemes at length.
These schemes, important as they may be, are not methods to be u~
sed in the fight against unemployment. They are rather useful in-
struments of the fight, especially if this fight is carried againat
short-run effects of unemployment or if it wishes to mitigate the
bad effects of unemployment. But as Beveridge points out, ever sin-
ce 1920 the emphasias was put on the treatment of long-term unem-
ployment (1), and it is a recognised truism that for thie purpose
even the best social security scheme is of little avail. Besides
what we are chiefly interested in is to find and list methods com-
batting unemployment and introducing full employment while Beve-~
ridge remindes us everwhere in his famed Report on Social Insurance
and Allied Services as well as in his Pull Pamployment in & Free
Sociepy that the maintenance of full employment is an indispensa-
ble condition for succes=ful operation of any scheme of Social in-
surance. Lt is not the absolute abolition of unemployment which
he contemplates as a basis for the operation of his plan but the
abdlition of mass and prolonged uneumployment of the sume individu-
als, (2). In other words, the essence of social security is to
®,..provide a cushion which mitigates the spiraling effect
of a reduction in employment and incomes". (3).
Prom this angle it becomes obvious that & mere glance at Bfitish
and American planning in this field will be profitable as well
as sufficient.

A. Great Britain.

In Great Britain the honour for doing most or nearly all of the
planning work goes to Sir William Beveridge and to his associates.
However these were all on the Civil Service 1list and could not re-
ceive all the credit they cerg#dinly merited. Sir William has
found the British system generally the best in the world with the

(1). Cmd. 6404, op.cit.

(2)0 Ibido' ppl 163-1650
(3). Gerhard Colm in Economic Reconstruction,Seymour E.Harris,ed.,
1946, p.266.
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Exception of health care and some minor points but in the world of
to-morrow in which Great Britain wanted to remain a pioneer in
this field, there was a marked need for improvements. Beveridge's
original plan provided benfits for all British citigens and abo-
lished the upper income limit. It wanted to serve as an insurance
against interruption and deaztruction of earning power and to cover
the special expenditure arising on the occasions of births, marria-
ges and deaths. Nvery citizen of working age would have to coniri-
bute according to the security he needed, or as a married women
would have contributions made by her husband. To cut down bureau-
cracy, one single weekly contribution will be demanded and recor-
ded on one single document. The State and the employer, if any,
would also contribute. The proposal provides also for children
and sick allowances. As its author remarks himself, the plan if
adopted
"will help materialiy towards the maintenance of employment
by expanding and maintaining private consumption outlay$(1).
Thie is to be done by a horizontal redistribution of income (with-
in the same economic classes) and by a vertical redistribution
(between different economic classes). To Beveridge the more impor-
tant result will be horizontal redistribution between times of
earning money and not earning as well as between times of small
and greater family responsabilities and occasional outlays. The
vertical redistribution, 9ir William remarks, will be small at
the start of the operation of the scheme but will rise when more
and more of the co=ts will be covered by general taxation. Pri-
vate outlay will be, of course, increased, as sick or unemployed
people are liable to spend the entiire allowance.
The British Government presented a plan of its own to the Parlia-
ment on Sept. 26,1944 and “ir ¥illiam is quoted as saying that
",..the Government had made only a few changes in his (Be-
veridge's) plan and he was inclined to think that they we-
re a great improvement." (2).
After the publication of those plans, shares of insurance compa-
nies registered a strong decrease on the stock market and a consi-
derable number of protests greeted the new attempts. Benefit socie-
ties showed a good deal of fear lest their scope of activities

(1). Full Employment, op. eit., p.160.
(2). Comstock Alsada ,in Current History,vol.7. No.39,Nov.,1944
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be restricted and spokesmen for womens associations found

their benefits to be exceedingly small. When Beveridge's plan was
first debated by the British Parliament, it achieved only a harm—
less motion welcoming the report but regretting that because of
the formidable financial aspect of this scheme, its adoption would
have to wait until some later time. The public appesrs disillusio-
ned and the press was unusually critical of the official excuse
for delay. Labour members of this Cabinet were also under attack
by their own supporters and were even accused of becoming conser-
vative and letfing their people down. Later on, however, the Go-
vernment adopted Beveridge's proposals as a basis of ctheir future
policy, subject to some minor changes.

The scheme hnd also a grandiose reception abroad where British
prestige has been strengthened by those plans showing unmistaka-
bly that the country with a best set of social services is still
carrying on planning to improve the existing laws and establishs~
ments.

B. United States.

In the United States attention was also paid to social security
schemes and there was a public demand for an American version of
British proposals for cradle-to-grave security. It was realised
widely that the Social Security Act of 1925 possesses an abundan-
ce of deficiencies such as administrative complexities, an attempt
to combine social insurance and relief programs in one setup with
fatal results both for social insurance and for the relief work
and the failure to include into it the health insurance. There were
also narrow restrictions in worker coverage and the principle of
relating benefits directly to prior earning- was working against
those who had to benefit from the operation of the scheme. (1).
- It was therefore pointed out that the existing legislation must
be changed and one authority proposed the change to go along the
following lines:
a/substitution of cer ain brackets of wage rates for the
present individual compiliaticnss:.
b/greater satisfuction of workers' needs, especially in the
field of allowances for dependents and higher minimum be-
nefit rates, and

(1). Stead, op.cit., p. 147. 2)s Ihid., p. 151,
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¢/the introduction of a stamp system. (1).
Secretary of the Treasury, NMorgenthau, recommended to Congress
in 1941, some changes in the exisiting social legislation and
proposed explicitly:

a/the increase of soclsl security taxes,

b/more workers to be included in the scope of the act, and

¢/provisior to be made for "diemissal wages" when war-crea-

ted jobs will come to sn abrupt end. (2).

Those were the conservative plans but a more progreessive plan was
propozed to Congress in 1945 and was known as Jagner-Murrday- in-
gell bill though its correct title was "Soclal Cecurity Act Amen-
dments of 1945". The bill was in s somewhat different form on the
Congress agenda as far back as 1943 but Senator dagner was advi-
sed to withdraw 1t beciuse he was going too famt and that the A=
merican people were not yet ready for & substantial expansion of
their social security programs. He returned with his bill in 1945
and added to 1ts contsnts some new features bearing a vi=sible
mark of the British influences.
The 1945 edition of the Bill provides for a ten-year programme
of federal grants and loans for construction of health facilities,
for grants to satates to be used for public health services as=
well as for maternal, child health and welfare services. #n sec-
tion 6 of the Bill »n provision was made for a comprehensive pu-
blic assistance programme with federal grants not leas than 507
of the total costs, Sections 7&8 provided for fair development
of an integrated, national network of public employment offices.
The "nited States Employment Services, consisting up to 1942 of
scparate employment services for each state financed by federal
grants, will now become one unit directly financed by the Treasu-
ry. ¥ost important is however Section 9 consisting of eight paris,
It provides for a single and integrated social insurance admini-
- mtration to administer health insuraence, unemployment insurunce,
extended and temporary disability insurance and some other kinds
of =o0cial insurance. As to unemployment insurance, benefits for
unemployed are provided during 2- weeks at a rate of §5 %o $30 a
week, depending upon the worker's average wage and the number of
his dependants. If funds will be adequute, these paymentiz may bLe

(1). Ibid., p.151.
(2). Ibid., p.17%.
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extended. As to contributions, employers and employess will pay
47 each and a Government contribution will be authorised when ne-
cessary. (1).
The last provision is explained in Senator Wagner's stat-ment to
the Jenate in such a way that if the 8% contribution of employers
and employees will prove insufficient to cover the costs of ope-
ration of the scheme, the additional costs will be directly cove-
red by feieral treasury. Senator dagner declareds
‘"p government contrivution is desirable because social in-
surance has & social purpose. It protects socliety as a who-
le as well as the individusl and his family." (2).
The Bill, though a rcmarkable s2ign of progress in American thin-
king met with hostility. The medical fraternity viewed with no
favour the health and hospitalisation insurance. The fState gover-
nuents were afraid of losing the grip on unemployment services,
Employers protested against higher contributions and the centra-
lisation of the scheme. As one authority puts it
"...the Hagner-Nurray-Dingell bill, in its successive edi-
tions, has done more %o mobilise opposition to the exten-
sion of =mocial security than any opponent social security
has encountered. It has forced the foss of msoclial securi-
ty to organise and to baund together in a solid phalanx
which, at the moment, 1z ulwost impregnuble. It is to be
noped that it has also made the proponents of pbroader =0~
cdal security aware of the fight ahead of them." ().

Taxation Policies and Pull Employment.

A. United States.

The characteristic American approach to the technical aspects of
the solution of unemployment and reluctance to see the Govern-
ment playing the dominant part in this solution, made it necessa-
ry to eastablish more and more intricate plans regarding taxation
policies and methods to be adopted in the post-war period. Taxa-
tion was more relied upon a® a means to abolish unemplojymant than

(1). Gorson, J.J. in Survey Graphic, June 1945, p. 279.
(2). quoted ibid., p. 299.
(3). Ibid., p.299.



in the United Kingdom and as a result we had a score of serious
taxation plans out of which four were most often quoted in lear-
ned and popular publications and seemed to be of paramount interest
both to the Government and to the public., There was the so-called
Twin Cities plan, whose real title +as Postwar Taxes: a realistic
approach to the problem of federal taxation, but which owed its
name to the fact that it was produced by the Research Bureau of
St.Paul and Minneapolis. Theré was also a plan submitted by the
conmittee for ¥conomic Development, popularly known as CED Plan,
a plan by Beardsley Ruml and H.C. Sonne sponsored by the National
Planning Association and a joint plan by Hansen and Yerloff. (1).

All those plans have one common aspect most important for our pur-
pose namely the emphasis of the importance of high levels of in-
come and employment. At the same time they all provide for drastic
tax reduction to tazke place immediately the war ends and for re-
peal of excess profits tax., This is in line with the American ap-—
proach which tends to abolish the lack of jobs by providing pri-
vate initiative with most favourable and profitatle conditions of
work assuming all the time that so stimulated private enterprise
will entirely supply Jobs for all willing to work. To restrict in-
dustry as little as possible is the recognised aim of those plans
but there is no agreement on the crucial que=tion which taxes
should be retained to enable the aim of full employment to be re-
alised. The Twin Cities Plan in contrast to other plans provides
for the reduction of personal income taxes rather than cooperation
income taxes because

"...t0 a8 lurge extent, venture capital comes from the indi=-

vidual with a surplus." (2). -
The plan argues that private individuals have invested increasin-—
gly in exXmpted State and local bonds and that they could be lured
back to investment by me:ns of drastic tax reduction. The Plan
' does not take into account the poorer classes of population., Their
gain in reducing personal income taxes would be strongly offset
by the proposed 5% retail sales tax and so Miss Newcomer thinks
that

",...the proposals fall far short of our standards of equity,

T1). #hile much valued information about those plans was foumd in vario
publications, I am especially indebted to the cxcellent analysi®8
in Pebruary(1945 issue of Survey Gruphic,written by NMiss Mabel
Newcomer,a well-inown economist. A1l guotations in this sub-chap-—
ter are from this article by Miss Newcomer.

(2). Ibid., p. 61.




would probably be quite inadejus te for pOs3t=-wer needs and

maxe little contribution to the problem of maintaining high

levels of employment.(1).
There is on the other side much to be aaid for the CX¥D Plan. It
winhes al=so to restrict produvction as little as possibig op to be
frunk as little as imposgsible, but it attempts fair digtribution
of the tax burden and adequacy of taxes. It wishes to repeal ex-
ce3s profite tax,to cut in half the corporation taxes, to avolid
some doudble wxavion oy permitting individual= to deduct their
proportionate share of the corporation tax from the normsl tax on
dividend income. It proposes some reductisn both of personal in-
come tax and of conzumption taxes while 1t subjects to taxation
like other income all the Stute and municipal bonds. It attemptis,
to sum it up, to encourage business activity by substantial reduc-—
tions in business and con:usption taxes.
The Ruml - Sonne “lan as-umes that the buiget will be balunced at
@ high level of employment (55 miilion people regularly -mployed
ani a national income of £140 billion). #hen employment an' inco-
me w#ill bs higher than thonre figures, the surplus in taxes will be
used for refying the nutiomsl -ebt. If they fall b-low thi= level:
no new ta.ea will ve ro orted to but deficit financing will bve ne-
cevs.ry. "here 1s to be a drastic re uction in corporation taxes
which #ill be linited to one-eigth of their present amount and ad-
ditionally, the retention of earnings by corporations would be pe-
nalised through a 167 tax on undistributed profitas.
The Hansen-<erloff 1. n goes very far in linking the problem of
taxation with that of full employment and aime distinetly at using
the tax system as an instrument for controlling business fluctua=-
tions. It leavez the corporation texes on & high level but provi-
des for considerable reductions 1in consumption and per-omal inco-
me taxes, with rates to be incr ased in periods of boom and sub-
~atuntlally reduced in periods of depression.
The juesation whether the debt should be repaid 1s treated by so-
ke plannera as h.ving only symbolic importance and rof. Lutz of
Princeton in his plan proviies for one billion annuzlly to repay
debt. #hile 1 billion looks seriously on the background of his
excidingly small budget ($14 dillion dollurs), it means almost
nothing in comparison with the probable $300 billion dollurs
of the national debt.

(1), Ibid., p. 61. (2). Ibid., p. 62,



Eiss Newcowmer pointe out that the opponents of deficit budgeting
forget that the alternative is heavy taxes and she remarks that:
"T"he choice is between taxes heavy enough to balance or a
mounting debt. If the first choice should prove a serious
brake on business activity, the mounting debt might be the
lesser evil.” (1).
The abolition of the excess profits tax advocated by all the plans
under our examination might be also opposed. Besides the problem
of equity it is often pointed out that the tax enables much of
the research and charity to take place at comparatively low cost
for the capitalist while it 18 not certain whether the ablolition
of the tax if coupled with a period of depression and bad outlook
for profits will result in greater investment. On the other hand
to rely extensively upon taxation is risky since
"ilaxation is at best a clumsy device for controlling the
business cycle. Controls demand quick action, and tax bills
&0 through Congress slowly. Noreover, collections lag be-
hind legislation.® (2).
To accept the Hansen-Perloff Plan would mean that Congress is wil-
ling to give up some of its discretionary power which it is well
known the Congress guards jealously especially with regard to ta-
xation powers. But otherwise the administration nilyhot be able
to adjust income taxes to the periods of boom and depression as
the Plan provides. There is also the explicit danger that rela-
xing the taxes immediately after the war will rather increase the
inflationary trend. Those who are calling for a polioy unlike the
one followed after the First World War and who wish the controls
to be maintained for some time, are at the same time arguing that
taxation must be dealt wiih wisely and without undue hurry. Besi-
des the plana are always liable to be of little current value in
the light of political and atrategical requirements of the period
in which they are applied.

B. United Kingdom.

In the United Xingdom the problem of taxation has been accorded
comparatively less attention. The use of taxation was envisaged

(1). Ibid., p. 62
(2)- Ibido' p362-



in two directions and for two reasons. Planners were generally
advising taxation as a meauns of encouraging private investment
end in this connection e.g. the Lever Bros.' pamphlet called for
lezs taxes in times of depression while on the other hand, people
like Beveridge stiressed the necessity of using taxes in such a
2killful manner that they would preszerve not only the maximum

and stable investment but also the very important distribution

of industry in the whole country to avolid the lamentable effects
of the so-called depressed areas,

At the time thé possiblities inherent in the use of taxation as

& tool for redistributing wealth have enjoyed an inercaaing inte-
reat.

"In as much as depreseion and un mployment and indeed long
~term stugnation can be traced to inequality or income
distribution, rediatributive messures commend themselves
not merely on the grounds of social justice but pre-eminen-
tly on the grounds of economic reason." (1).

In this connection it was sugge=ated that by lifiing taxes off the
lower income groups with high propensity to consume, and shifting
texes on to the high income groups with a high propensity to sa-
ve, the community's as a whole propensity to save will be decrea-
eed while its propensity to consume will undergo an increace, 5Lf-
fective demand and employment could be thus stimulated subject,

Of course, to the reservation that the extra taxes levied on high
income groups will be constructed and levied in such 2 manner ans
not to reduce the willingness to invest on part of capital-owners.
A tax system was also proposed to counteract a pos=ible inflation
aning. (2).

The Government has also envisaged the us=e of taxation for the a-
bove mentioned purposes and it wanted to inuroduce varistion in
rates of taxation as a means to regulate purchasing power by means
of deferred credits. Briefly the system meant that in good times
rates of tuxation will be high, =0 high that en excess will be
secured over the current Government expendiiture andi this exceas
will be transferred to the taxpayers in time of depression. (3).
Jome economists advanced the idea thet full employment can be ob-

(1). The =conomics of Pull Lmployment, op. cit., p. 91.
(2). Ivid., pp.33=34.
(3). Cmd.6527. op. cit., p.23.



tained exclusively by appropriate income tax system without esca-
ping to "drastic" methods like budget deficit but in such s case
Covernment expenditure must have been higher than at the time when
deficit spending iz used to secure full employment
"Por vtaxation, as opposed to deficit spending, tends to re-
duce consumption of the people taxed, and thus stimulates
effective gemond only to. the extent to which it falls upon
savings." (1).
And that was exactly what the protagonists of the idea of "full
employment through taxation" feared most.

State Interveation or rrivate Initiative?

This brings us to one of the knottiest problems in ihe field of
full employment, one which caused innumerable discussions and po-
lemics with the final result that no one seem to be convinced of
the others' arguments. The problem was: state intervention or pri-
vate initiative? What should decide the question of whether the
Government may undertake to conduct policies leading directly to
full employment or whether it should carry out merely paasive po-
licies going not much further than in the pre-war period. #With
exceptions present in both countries under our review, it is ne-
vertheless permissible to remark that the opinion in the nited
L1ngaom favoured generally more and far-reaching Government in-
tervention while the United “tates' opinion wan predominantly on
the side of private initiative and auapoctod the Governmental in-
tervention in such an important field may result in wide develop-
ment of governmental poweras, a feature viewed in the United :ta-
tes without a trace of enthusiasm. #e may s8lso pdd that in this
sub-chapter we shall not deal with those voices and opinions on
this subject which have been either incorporated in the earlier
parts of this work or would for specific reasons be incluaed in
the following pages.

The greatest argument, ashich we shall now discuss, in favour of
Governmental intervention was based on the assumption (nota bene
as ahown below statistically Jjustified) that private initiative
hes proved incapable of securing full employm:nt sand those levels
of public expenditure upon which a full employment policy must

(1). *he Zconomics of Pull Employment. op. cit., p.54.
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necessarily rest. As one pamphlet puts 1it:

"In a money economy the full utilisation of resources depends
upon high levels of currency eirculation, in other words
high levels of expenditures. To the extent that private en-
terprise doea not do so, government outlay (taxation and
borrowing) must fill the gap required to bring total expen-
diture to the de=zired goal." (1). ‘

The argument that private initiative ia even producing more than
required was flatly rejected by the study America's Capacity to
Consume published by the Brookings institution and quoted by Beve-
ridzges

"The unfulfilled consuxptive desires of the American people
are large enough to absorb a productive output many times
that achieved in the peak year 1929." (2).

7o which “everidge adds:

"If this can be said of the United “tates, it can be said

with even more emphasia about the rest of the world." (3).
The lack of purchasing power which is so much dependent on the dis-
tribution of wealth calls for regulation because it results in de-
creaze of apending, a feature which.cannot be tolerated and when
it occurs must be at once corrected. It is up to the Government to
correct it and as was pointed out the eituation is full of danger
to any policy of full employment. Discussing this situation in the
United States, William H. Stead points out that 2/3 of national
income (66.27) is controlled by upper 30¥ of population and that
the poorest 307 receive only 8.9 of the national income. The fi-
gures for the lowest 204 and lowest 10% of population are 4.6 and
1.7 per cent respectively. He shows further that nearly 60 per
cent of American population with incomes up to $1250 a year spend
everything and have no savings whatsoever and that in many instan-
ces their needs are being provided by relief and benefit schemes.
(4). On such a background it is understood why there is constan-
tly a great volume of unused projuctive capacity since with the
increase in national income, an ever larger proportion of the to-
tal goes into savings creating unemployment. S5tead warns that cy-

(1). National Planning Association, Dlanning Pamphlet No.8, USA,
no date, p. 23.

2). Beveridge, op.cit., p. 1l22.
. I'bid-. p- ]22.
. St‘ad' Opocit., pplls-l'rl



cles of prosperity and depression accentuate difficulties and that
the fecond World War brought about as increased plant expansion
with a further danger inherent in this expansion. (1). The Keyne-
sian observations are but strengthened by statistics showing that
a group of 0.3 per cent of American families accounted for almost
40 per cent of all individual savings. (2). The need of Government
intervention to regulate this situation is obvious and the mere
pumping of money into the existing atructure will fail to bring
about the desired results unless accompanied by a redistribution
of weaith which can only be sponsored in a legal way by govern-
mental policies. But there is, unfortunately, no general agree-
ment smong economists as to the extent of government's contribu-
tion. The American economists were roughly divided ino two camps:
"1/ those who maintain that, given a healthy milieu - a tax
system that does not weigh too heavily on business en-
terprises, a flexible price and wage policy, healthy re-
lations among government, business, and labour, relaxa-
tion of trade barriers - given these, this country will
support its population at a high standard of living and
at high employment levelsj
2/ those who contend that irrespective of the improvements
along the lines enumerated above, the government will
have to make a significant, if varying contribution to
total spending and employment."(3).
The question which emerges moat emphatically from all the discus-
sions is whether the Government has to invest, in what ways it
should invest if it has to and t0 what extent should those invest-
mentas go. It iz the consensus of many economista that both public
and private investment should be curried out only to the extent
to which they prove to be useful. If the effective demand genera-
ted by private initiative proves to be absolutely insuffieient to
provide employment for all those genuinely seeking work, the gap
must be filled even if this involves the abolition of traditio-
nal policies or getting off the usual paths. The industrial pro-
duction under the present system fails to keep pace with incorea-
ges in productivity. Seymour ¥.Harris ocaslculates that if the man-

2). ivid., p. 187.

ili. Ibid., p.21.
3). 8.,%. Harris in Economic Reconstruction, op.eit. p.5.



~hour output continues to raise at the same rate as in the past
50 yearz, the net national income will soon amount to $200 billion
in the United States. If productivity and production rise every
twenty years at the rate they did from 1920 to 1940 the resultis
would be as followsa:
1940 1960 1980 2000
PRODUCTIVITY 100 200 400 800
IRDUSTR,PRODUSTION 100 166 276 458 (1).

Do we have the right to assume that private initiative will chan-
ge 1ts ways and methods in the next years and would offeet the dif-
ferences 80 clearly shown on this table? There are few signs whioh
could be interpreted as indicating such a possibility. There is
little to justify the assertion that private initiative will be
in position to offset the loss of Government expenditure in a way
providing for full employment. People prefer to rely on the bles-
sed activities of deferred demand but

"Against the %75 billion of Government spending to be repla-

ced annually, current emtimetes of deferred demand, unfil-

led orders and new markets for durables meem to be a pit-

tance. Even the optimi=tic estimates of the Chamber of Com-

merce put deferred demand at but $20 billliony and clearly

a large part of this is in fauot current demand." (2).
Profersor Hansen calculates that post-war total gross savings
would amount to from $2u to $28 billion at high employment levels,
This calculation comprises the following positions:

in & billions

Depreciation and reserves for capital replacement 10 or more

net corporate savings 3=4
unincorporated business net savings 2=3
individual savings around 11 (3)

He assumes further that 12 billion will be invested annually in
business plant and ednipment, 1 billion will be spent as & net
addition to inventories and 2 billions as net foreign investument,
but what about the reat? (4). The concluzion must be a Government

1}- Ibid.' P 4.
2). Ibid-. Pe 5.

5;. Hansen, A.H. in Economic Reconstruction, op. cit., p. 19.
4). Ibid., p. 19.
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intervention to cover the difference or otherwise unemployment
i3 inevitable if the savings remain without offsets.

In another interesting paper Professor Jacob L. Mosak presents a
someshat different set of figures. The gross national product
which is necessary to maintain full employment in the post-war
period is according to him about 200 billion st 1944 prices and
with average 1939 hours worked per week. He assumes also a labour
forece just over 60 million persons including 1,5 million unem~
ployed. At this level -~ he calculates - consumer egpendiitures will
amount to 8113 billions. Private capital formation plus Govern-
ment expenditure will have to be £87 billlion to meintain full em—
ployment. And as Federal, “tate, and local government expenditu-
re 18 expected to be around £25 billion,so private capital forma—
tion will have to reach the figure of $62 villion or shree times
as much as the peak level of 1941 unless the goal of full employ—
ment would be withdrawn. (1). On this basis Professor Mosak re-
marks that

"1t seems evident, therefore, that private capital formation

will be inadequate to assure full employment, even under

low tax rates such as those which prevailed in 1940." (2).

His concluesion is that in view of those estimates the Government
must:

"l. establish a price and wage policy and a broadened so-
clal security program which wili raise the post-war pro-
pensity to consume out of & given gros national product
far above the levels which prevailed in the pre-war pe-
riod.

2. stimulate private capital formation by appropriaste tax
legislation, underwriting of loans to small business,
support of industrial research, and related measures,

3. increase its expenditure on social and other publiec
services, and engage in s large-scale construction and
developmental program sufficiently flexible to fill any
gap that may remsin in private expenditure." (3).

The situation was basically similar in the United Xingdom though
the figures were, of course, different. Mr. Kalecki of the Oxford

(1). Mosak, J.L. in Economic Reconstruction, op,eit., p.79 and 90-91

(2). Ibi‘i-' pc 91.
(3). Inid., pp. 91-92.
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Institute of Statistics while pointing out that
"..s8 policy which attempts to achieve full employment in
an industrial country exclusively by stimulating private
investment cannot be regarded as satisfactory." (1),
stresses the fact, a technical one, that
"Government spending can never fail to achieve immediately
the desired employment effect if it is on a sufficiently
large scale, becaucse it generates effective demand direc-
tly. The effects of stimuli to private investment depend,
however, on the reaction of entrepreneurs, and it is quite
possible that when they are in a very pessimistic mood
they may not respond even to considerable inducements,
This may happen, for instance, if they do not feel confi-
d=nce in the political situation." {2).
The Nuffield College statement stresses also the need for publie
action to stimulate investment in capital goods in accoradance
with a nationally ' approved policy of economic development. (3).
‘ The statement goes further in enumerating the means through which
the capital expenditure can be directly influended by the State
authorities., These are:

a/ direct state employment including the employment by © ta-
te-owned Public corporations and local government aided
by state grants,

b/ direct public orders carried out by private contractors
for the State or for local authorities or Publie Corpo-
rations

¢/ State assistance to private business

d/ private orders resulting from public facilities for the
supply of capital or credit

e/ skillful use of the instrument of taxation

f/ public accomodation of stocks of commodities, with the
correlative of release of such stocks at appropriate ti-
mes, in order to steady market conditions

g/ the negative aspect-prevention of capital expenditure
regarded as wasteful. (4).

The League of Nations has also assumed that quernments will ha-

;. The Lconomic of Full Employment, op. cht., p.53.
2 P. 3.

. -
3;. Nuffield College's Statement, 0p.oit., p. 25
‘ & .y pp. - .




1.

2.

3.

4,

Te
8.
9.
1C.

11.
12.

-02-

ve to play an important part in the regulation of the problem of
unemployment. In a set of economic policies which this internat i o=
nal organisation has proposed, the first and aecond objectives as-
sume State responsability for maintaining full employment. (1).
There was an attempt to reconcile Government intervention with pri-
vate initiative since it is probably quite possible to have both
of them working along one road and carrying out different functions
in the same working unit. Said Winston Churchill on March 21,1943
"There 12 a brosdening field for staie ownershi, and enter-
prise especially in relation to monopolies of all kinds.
The modern state will increasingly concern itself with the
economic well-being of the nation, but it is all the more
vital to revive at the earliest moment a widespread, heal-
thy and vigorous private enterprise...State enterprise and
free enterprise must both serve national interests and pull
the national wagon side by side." (2).
Professor Malcolm P. McNair of Harvard University has compiled an
extensive list of what he thinks the Government should do to pro-
mote a2 high and stable level of employment. He suggested:

The establishment of a permanent National Economic Coun-
cil, a sort of an Economic Supreme H.Q.,

The establishment of a J¥int Congressional Committee on
the national welfare,

Budget deficits to be balunced in seven years period as

. a whole,

tax programs to be constructed in such a way as to en-
courage investment,

Blueprints for public works to be prepared,

Government expenditures to be reduced as much asg possi--
ble,

Govemmment controls to be relaxed,

Government assistance to be provided for small bus=iness,
General scientific and health research to be prometed,
in this connection national scholarships to be establi-
shed,

Speedy reconversion on a competitive basis to be carried,
National labour policy to be established, and lastly

(1), The Transition from War to Peace Economy, op. ¢it.,pp.14-15...
(2). quoted in Harward Business Review, vol.22, No.2, Winter 1944.

P 130,



13. Statistics to be revised with emphasis on prospective
magnitudes. (1).
How Prof. McNair proposes to expand the field of Government inter-
veation with Yovernment expenditures cut do.n remains somewhat mys-
terisus and certeinly a bit difficult to realise.

The opposition to Government assumption of functions dcaling with
the problem of unemployment was mainly concentrated in the United
fltates while the Zritish opinion favoured some sort of Uovernment
help though the proposals differed in the extent o wilch control
should g0. An editorial in the semi-official Bri To~day reco=-
gnised that:

"In a policy dealing with employment it is ineviteble that
attention should meinly be given to measures that gan be
taken by the Government, and this is likely to give rise
to the impression - a false one - that the Government in-
tends to take everything upon itself and intrude unduly in-
to the sphere of public enterprise. Nothing could be fur- .
ther from the minds of the authors of the white Paper." (2).

The last sentence was an answer to the reaction in some circles
agzinat the preamble to the Government White Paper on Employment
Policy placing voluntarily the responsabllity for maintaining a
high and stable level of employment on Government shoulders. Even
a newspaper like The Times advocated State contribution by appro-
priate monetary and fiscal policies to the solution of the pro-
blem of unemployment. (3). In the United States econocmists like
Prof. Hansen advocated a conciderable extension of Governuwental
intervention for the explicit purpose of fighting unemployment.
President Roosevelt spoke in siwilar menner at the Holdliers PMleld
ftadium in Chicago,IIl. on Cctober 28, 1944 and Governor Dewey,
representing the ardent Republican sclicol of thinking opposed e~
v:n more to Government intervention, went also on record as re-
merking that the

"Government's first job in the peacetime yeers ahealh will
be to see that conditions exist which promote widespread
job opportunities in private enterprise...If at any time
there are not sufficient jobs in private employment %o 0

. arvy 3 as nev m-24 .FO.I.. Autumn 19‘5-
2 - ’ no. 0 5 A l.iﬂt 19‘4' pp -"‘5
3). The ea, November #], 1941.
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around, then Government can and must create Job opportunities

because there must be jobs for all in this country of ours."(1).
The Colwer Committee Report (78th Congress, 2nd Session) was more
ambigous. It opposed Government intervention and at the same time
recognised that some intervention is neceszary. The Committee's
Report states inter alia:

"for the attainment of post-war peosperity we must look pri-
marily to the efforts of private enterprise, its m nagement
and its labour force. The role of the Government is essen~
tially to provide the setting in which these efforts will
have the best prospects of success. At the same time it is
the obligation of the Government to take direct public mea-
sures for the protection of its citizens against the econo-
mic hazards which are unavoidavle in a progressive economy,
that preserves freedom of private enterprise and individu-
al opportunity.” (2).

The same tone and the same idea were discernible in the statement
made by Marriner 8. Eccles, Chairman of the Board of Governors of
the Federal Reserve System:

"The great bulk of that employment is and must be provided
by privete enterprise. Publiec policy, therefore, should be
directed to cresting an economic climate that will give the
greatest possible encouragement to private initiative and
private enterprise that is consistent with orderly and con-
tinuous national progress." (3).

That was the utmost that the Americen planners wanted to give the
Government. The politicians were of the opinion that even that
was t00 much and the Hepublican 14 Points, announced and endorsed
at the end of 1944 by 26 Republican Governors flatly refused the
"principle of Government responsibility or assumption of functions
dealing with unemployment on the ground that

“"fhe great problem of permanent peacetime Jobs can be ade-
quately met only by private business under an enterprise
system."(4).

Obviously a good means for executing Government plans and for con-
trol of the level of employment is presented in public works,

. guoto Ha 3 _Review, Vol.23,No.3,Spring 1945,p.325.
2)s the E : al, ¥ : 0.217, April 1945.
3). ] etin, Jannary 1941, p.12.
4). 0. 37+ p.217.
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¥r. G,D,H, Cole lists the following objects of public works:
"a.to modernise an industry which has fallen behind in
technical efficiency or administrative organisation,
especially when such an industry has failed for some
time to set its own house in order;

b.to expand an industry or service more rapidly than it
is actually expanding of its own accord...

c.to develop forms of production which are regarded a too
.risky...

d.to experiment in new techniques of production

e.to provide opportunities for new business...

f.to extend the supply of services which are regarded as
unsaitable for supply by private profit-seeking agen-
cles... .

g.to regulate the rate of contraction in industries...

h...to furnieh a check on private costs or monopolistic
- . practices;

i.to make special provisions for employing the labour of
partially disabled or incapacitated persons...

J.to establish special Public Corporations for carrying
out large projects of developments which are unlikely
to be tackled effectively by existing agencies, either
public or private." (1).

This is a very extensive list and it presapposes a much greater
fleid of Government intervention that is likely to emerge after
the war. It will be recalled that the Government White Yaper was
strongly criticised by S5ir wWwilliam Beveridge for attempting to
improve the employment situation by means of public works exclu-
sively though public works are undoubtedly a very positive means
to be used if planned far ahead and if consisting of projects
which could be easily introduced or stopped at short notice and
without too great losses. While announced public works programs
seemed to be almost excellent, it wae remarked on the other hand
by J.A. de Haas that they may prove inadegquate

"...to take care of the specialised plant capacity and to

(1) Cole, G.D.H.,Ihe Means to Full ¥mployment, 1943, pp.94-95.



provide work for tens of thousands of skilled and semis-
killed workers who have been induced to leave their home
towns to follow the migration of industry". (1).

Budget And Nationa bt Probl

The financing of the increased Government intervention in the
economic field provided two additional problems which created

2 wide measure of disagreement between economists with nearly
a1l of them accepting positione at the extreme points. There

was the problem whether effective anti-unemployment measures

can be successfully carried out within the existing budget pro-
cedure and whether the need for making long-run plans does not
ask for a double budget or for two different budgets, one to fi-
nance the current expenditure and one for covering the expendi-
ture on capital outlay with the reservation that the second bud-
get is not to be balanced on an annual basis. The second problem,
connected with the first one, was whether the policies as contem-
plated in the above presented plans are not leading to an incre-
ase in national debt and whether a country can afford to have a
growing national debt. The problem was one whether employment is
more important than national debt and which should have the prio-
rity and subsequent attention. The problem of a double budget was
not new, Ite forerunner can be found in the proposals made aome
20 years ago by the Liberal Party Committee appointed by Llloyd
George. The Committee proposed that capital items on both sides
of the budget account be segregated from the current items and
included in a supplementary capital budget with other public lo-
an transactions which do not now appear in the ordinary budget.
The difficulty which is inherent in all those proposals is the
steadfast tradition of the Treasury, or even of most Treasuries
that State expenditure must be kept down to the minimum necessa-
ry to meet inescapable needs and that state revenue and expendi-
ture must balance each year in peace-time. To break this ingra-
ined tradition wae a hard task especially since careless budge-
ting may create indulgence in slack financing for the purpose

(1) Hazvard Business Review, Vol.19,N°.4,Summer 1944 ,p.475
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of gaining political popularity. The various proposals put up
in this connection provided either for so-called capital expen~-
diture budget accompanying the ordinary budget and providing for
changes on the line of the proposals of the Liberal Party Commi-
ttee made 20 years ago or for a double budget, the second one
being a very flexible creature to be adjusted to the conditions
prevailing at a given time and to be balanced either. in a seven
years period as a whole or not to be balanced at all. The propo-
sals were of similar nature and even the Lever Bros.'pamphlet
recommends the
"...8plitting the budget into two parts, one containing
the standing expenditure that should be met annually out
of current revenue, the other containing normal capital
expenditure and all such emergency measures as should be
taken in times of depression to fight unemployment or sti-
mulate trade. The 'ordinary' budget should be balanced an-
nually, and it should remain the principle that any rise
in its expenditure be covered by raising taxation. The
‘extraordinary® budget should be covered - or over-cove-
red-only in times of prosperity." (1).
Beveridge while warning that
"Full employment cannot be attained simply by effortes to
stabllise the trade cycle by revised financial budgetary
methods for dealing with privgte investment..." (2)
proposes a new type of budget called after Mr.Bevin's phrase
"a human budget"., The new features of this budget, which can be
but must not be necessarily a double bud;oi. are its concern with
the income and expenditure of the community as a whole and not
only with public financej; and second, this new budget takes the
man-power of the country as a datum and a basis for planning ra-
ther than consideration of financial resources. The Minister pro-
posing the budget will have to state the public outlay sufficient
to bring about full employment and to cover the difference rema-
ining after the deduction of private consumption and private in-
vestment outlays. (3).

(1) The Problem of Unemployment, op.cit.,pp.19-20.
(2) Beveridge, op.cit.,p.181

(3) Ibid.,p.136
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Cther authors have also proposed new methode of budgeting which

tranefer the new outlook on fight against unemployment into the

sphere of public finance. The degree to which important aspects

of these proposals varied was negligible and may be omitted from
our considerations.

A® Beveridge himself remarks, his proposals for a new kind of bud-
get leave unsettled the question of how the means are to be provi-
ded to meet this outlay sufficient to create conditions of full
employment. (1). The particular and much débated guestion is the
division between taxation and borrowing or the question of natio-
nal debt and its extent.
Even the British White Paper which the Government thought to be
such a revolutionary document acceptes the 0ld traditional views
on publie finance and though with many reservations and committ-
ments, it nevertheless opposes a steadily rising nationsl debt,
a point which as we have seen was severely criticised by Beverid-
ge and by the Liberal Party's pamphlet. The pamphlet writes on
this subject :
"The whole policy in relation to central finance outlined
in paragraphe 74 to 79 of the White Paper appears to be out
of keeping with the present state of informed opinion rela-
ting to financial problems, and will tend to nullify the
good effects upon employment which should follow from the
measures proposed in other sections of the report. The in-
sistence upon the need to balance the annual budget on or-
thodox 19th century lines will have a deflationary effeot,
and will thus prevent the expansion in purchasing power.
which is the indispensable condition of full employment.
Even the proposal of temporary unbalance will be ineffec-
tive if the rule is enforced that a balance must be ree-
tored within a comparatively short period." (2).
¥ost of the up~to-date economists have in fact remarked that a
policy relating the expenditure strictly to the amount of taxa-
tion yielded in the current year should be repudiated and the
I'iveral pamphlet remarks that:

(1) Ibid.,p.31
(2) Liberal Pamphlet, op.cit.,p.6.
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"A truly belanced budget is one that brings the whole eco-
nomny of the country into balance". (1).
The same situation prevalled in the United “tates where two dis-
tinet and opposing schools of thought ocupiled the stage. The tra-
ditional view on public finance was shared by the U.S. Treasury,
The Board of Governors of the Federal Reserve “ystem, the Presi-
dent, congressional leaders and many eminent personalities in
the administration. The unorthodox view was accepted by the la-
tional Reaources “lanning Board, by Government councellors and
generally by all those not connected with the administration. (2).
In a small book devoted vo this problem, The New ‘hilosophy of
Publig Uebt, kr.Harold O.Moulton guotes the Annual Report of the
Board of Governors of the Pederal Reserve System as representing
unmistakably the traditional view. e requote:
"ihatever the point may be at which the budget should be
balanced, there cannot be any question that whenever the
country approaches a condition of full utilisation of its
economic capacity, with appropriate consideration of both
employment and production, the budget should be balanced.
This will be essential if monetary responsibility is to be
discharged effectively.” (3).
In eircles outside the Government this view was flatly rejected
and many economic difficulties were alleged to emanate from strict
following of such a policy of balanced budget. Moulton guotes the
National Resources Planning Board as expressing an entirely dif-
ferent point of view on the same subject: _
"¥hen we organise for maximum production on the basis of
full employment, without being stopped by the costs, we
discover, as have other nations, that increased production
pays the real costs involved. Doing the job pays the bill.
In other words, the central problem is not money, it is
manpower, resources and organisation. At last we are be-
ginning to see that finance was made for mean, and not man
for finance." (4).

(1) Ibid.,p.6

(2) Moulton, op.cit.,p.l
(3) Ibid.,p.3.

(4) Ibid.,p.4.
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Thie opinion hed several competent protagonists who based their
arguments on the alleged fact that a national debt necessary to
finance full eaployment policies in the absence of sufficient
taxation revenues is something absolutely different from priva-
te debt and no explanation can be.accepted on the assumption of
ite similarity to private finance. Alvin H,Hansen and Guy Greer
write in November (1942) PFortune:
"An internal debt is in fact so different from what we com-
monly think of as a debt...that it should scarcely be cal-
. led a debt at all", (1).
Er.E.P.%chumacher of the Oxford Institute of Statistice is also
of the opinion that for a Government which represents the commu-
nity as a whole a debt is not a burden in the sense we understand
this word. Since the Government is a representation of the commu-
nity, it therefore owes money to the body it represents and
T wrne view that a National Debt is a burden on the whole
community, or that it represents a mortgage on the future
has always been erroneous." (2).
- The view is also shared by Mr.Xalecki of the same Institute who
proceeds to clear up two popular misconceptions concerning the
burden of the national debt. In the first place he remarks that
interest on debt,national debt of course, cannot be a burden to
society as a whole since it presents only an internal transfer.
In the second place, 1f the transfer takes place in an expanding
economy, the interest should not rise.out of proportion with the
tax revenue at existing rate of taxes. If the national income
increases sufficiently high as a result of technical progress,
increase in working.population ete., there will be no need for
highering tax rates. (3). But even if we want to devise a new
system of taxation destined to service debt, thie matter is not
very difficult. Mr. XKaleckil proposes in faot two variants for
such taxes, an annual capital tax and a modified income tax, both
of which look very fevourable as avoiding a gross reduction of

expected profites and thus not influencing adversely private in-
vestmente.(4).

(1) Ibid. p.7. .
(2) Ihe Xoonomics of Pull Employment, op.cit.,p.88
(3) Ibid.,p.44.

(4) Ibid.,pp.45-46
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Prom thie we can deduce that the cost of servicing debt will be
covered by the increase in taxes resulting from inorease in na-
tional income and that therefore debt should not terrify us es-
pecially since it was always present and while the service of
debt in the immediate post-war years was estimated for Great Bri-
tain to amount to 6 per cent of the national income, it is well
to remember that in. 1815 and in 1924 it rose to 7 per cent of
the national income. (1). Seymour L.Harris, notes that the Uni-
ted States income rose from ¥ 40 billion to ¥ 75 billion annual-~
ly between the years 1932 and 1937, and that the annual rise of
income was therefore 75 times the increase in the annual cost of
gservieing debt. (2). In an interesting footnote Messrs. Joseph
and XKaldor report that:

"The total increase in interest-burden owing on all the

debt incurred in the first two years of the war is only

about £ 50 million per annum—or about half of the average

annual pre-war cost of unemployment benefits". (2).
¥oulton is very representative of those who do not believe, ho-
wever, in the Mational Debt's power to fight unemployment and
who are against increasing it limitlessly. It is known that the
protagonists of increasing Wational Debt state mainly three ar-
guments to support their policies:

a)in a mature economy the driving force for private capital

expansion no longer exiastsj
b)we suffer from & permanent excess of money savingsj and
¢)modern business is less dependent upon the capital mar-
ket and more on internal resources.(4).

As to (a) Moulton replies quoting Hansen as saying that:

"There is no evidence that our economy is in any sense

becoming decadent, inefficient, incapable of continued

progress in productivity". (5).

(1) Liberal Pamphlet,op.cit.,p.7

(2) Post-¥ar Fconomic Problems,op.cit.,introduction
(3) JOSOph & Klldor,op.oit. 'p06

(4) Moulton,op.cit.,pp.17-18
(5) Ibid.,p.29
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Ae to (b) he remarks that excessive money savings may be reduced
by more progressive income taxes, by increased wages, by profit
sharing eystems and by price reductions. (1l). #ith regard to (c)
it ies alleged that in 1936-1937 only 8 per cent of investment
came from securities market. This~-Moulton says -~ is due to the
fact that maintenance and depreciation outlay ies always great
and that, moreover, it is usually financed from within., (2).
Besldes Moulton challenges Hansen and his associates on the prob-
lem of redistribution of wealth caused by borrowing. Hansen cla-
ims that the debt might be safely double the national income as
it was in Britain in 1818 and 1923 but Moulton refusee to accept
thie argument stating in reply that the statistics of 1818 can-
not be taken as reliable while in 1923 the effect was temporary
and & result of shrinkege in income. (3). Moulton gquotes also
Harris as maying:

"Ia one sensa, there is no limit to the growth of »ublie

debt, for, as debt charges rise, the taxation of holders

of this debt may rise at an equal rate". (4).
But in ¥oulton's opinion, Harris neglects to point out that a
100 per cent tax on interest would in effect be a repudiastion
of the interest obligation and that under such circumstances the
governuent would find no voluntary market for subsequent issues.

How would the situation look after the war? #ould it be possible
to finance full employment policies by means of increasing natio-
nal debt? For the United States Harris paints a very encouraging
ploture:
"Public investment at the rate of ¥ 10 billion annually
may be required if a downward spiral is to be averted,
Growth of the public debt at this rate will be unfortuna-
te only if national income does not rise correspondingly
wonesw $0 support it. An annual rise of national income of 2%,
or ¥ 3 billion ~ a rate less than that of the past fifty

(1) Ibid.,p.31
(2) Ibid.,pp.35-38
(3) Ibid.,pp.66=67
(4) Ibid.,p.68
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years-would yield additional income of fifteen timee the
debt charge on new debt acocumulating at the rate of ¥ 10
billion per year; and the ¥ 3 billion of new income each
year should yield Federal Revenue equal to three times the
cost of financing the new debt." (1).
A similarly bright picture was obtained for Great Britain. It
wae remarked that if Great Britain's debt is to amount £ 20,000
million at the end of the war, then the full employment expendi-
ture will not change the nature of the problem and would in fact
amount to a negligible proportion of already contracted debt.
"In any case, in a regime of low interest rates and high
income taxes and death duties, there is no need to be alar-
med about the national debt." (2).
Mr.3chumscher calculates that the maintenance of full employment
in Great Britain following this war may necessitate an annual
budget deficit amounting to £ 350 million, at the pre-war rates
of taxation and final price increase not higher than 40 per cent
above the pre-war level. #ith the average rate of interest on
war-time borrowing calculated at some 2 per cent, the annual in-
crement in the intereet burden will not exceed £ million and
after deductions of income and surtax taxes would amount barely
to £ 4 million, and we have still to account something for death
duties. (3)
"Thus the problem is reduced to a matter of a few million
pounds net per annum - an amount which, although cumula-
tive, cannot be said to present a serious problem." (4).
Mr.Nicholas Kaldor writing in the appendix to Beveridge's study
refutes also the magnitude of the problem of rising national debt.
"Thus the contention that a policy of increasing the Na-
tional Debt in peace time involves a steadily increasing
potential burden on the taxpayer is -very far from the truth.

This could only be the case with a rate of borrowing that

(1) ZEconomic Reconstruction, op.cit.,p.ll
(2) Zhe Economist, October 17,1942,p.473.

(3) Loonomics of ¥ ent, op.cit.,p.l02
(4) Ivid.,p.102
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is far in excess of anything that might be necessary under

peace time conditions in order to sustain a full employment

poliey". (1).
And he shows statistically that with an average annual increment
of £ 90 million in the national income of Great Britain, the tax
revenue would expand annually by £ 22.5 millions while the annu-
el increase in governmental expenditure could be only £ 7 millions,
After meeting other commitments, £ 15.5 million will be availab-
le each year to cover additional interest on the national debt
which assuming a 2 per cent rate of interest allowes the expan-
gion of national debt at an average £ 775 million per annum witho-
ut the need to raise any new taxes, a truly optimistic picture.(2).

But there is one more question to be added in conclusion. The
amounts spent on armaments in 1938 were variously estimated but
they were generally put atove 17 billion 1938 dollars. Is it not
possible and indeed is it not worth while to secure full employ-
ment at a much lower expense?Y Is this not a justification for a
raising national debt, if necessary?

Yoreign I'rade And Employment

Une of the things employment depends upon is international trade.
The extent to which tais factor influences the level of employ-
ment varies considerably but in our study the two countries we
are dealing with are both dependent in the maintenance of emplo-
ywent upon their foreign trade relations. It will be shown be-
low that maeny miliion of American obtained their jobs through
their participation in foreign trade and the British dependence
upon foreign trade is well-known and of unigue character. What
we are interested in this sub-chapter is not dependence upon fo-
reign trade or the wethods to be used in this field. Those as-
pects will be brought under analysis in the chapter devoted to
international trade but here we propose to deal briefly with the
problem of preventing depression from penetrating to another
country by means of trade channels.

(1) Beveridge,op.cit.,p.400
(2) Ivid.,pp.399-400
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Fconomic depressions which are undoubtedly the ma jor cause of
fluctuations in the level of employment, are known to move ea-
8ily across national boundaries.
"If the depression originates in a ma jor trading nation
and is prolonged and severe, it will be extremely diffi-
cult, if not impossible, for the countries with which it
trades do maintain employment and income". (1).
And since both the countries under review are major trading na-
tions, the problem whether they have secured full employmnent
and prosperity is not one of interest exclusively to themselves
the more that:
"No country can hépe to escape unemployment, if another
country with which it has developed a large trade falls
into major depression". (2).
Depression is a highly infectious disease especially under the
conditions of multilateral trade at which both countries are
aiming. If they have therefore committed themselves to policies
of full employment at home and are involved in internstional tra-
de as all countries are, they have a right to look into internal
economioc policies of those with whom they wish to trade. This
was the justification for the British apprehension of unstable
Awerican economic policies liable to lead to a depression.

Two more pointe of connection between trade and employment are
worth being briefly mentioned. The first is the so-ocalled export
of unemployment whereas by lowering the prices of exports a co-
untry established more jobs at home at the expense of the wage-
earners of the importing country. This is a policy which fights
ynemployment in a very short-run. The importing country either
develops an intricate system of controls and obstacles in the
way of those exports, or it undergoes the process of impoverish-
ment and is unable after some time to buy any more abroed. The
slogan "beggar my neighbour" is of doubtful economic wisdom.

The second point is the dependence of the amount of Jobs in the

(1) American Trade “roposals,Dept.of State Publication 2551,
» Po . .

(2) Beveridge, op.cit.,p.224




United Kingdom and in the United States upon their foreign trade
relations. In thies connection it is difficult, if not impossible,
to think of the United Kingdom without foreign trade. The number
of jobs that depend in the United Kingdom upon foreign trade is
colossal since half of the foodstuffs are imported as are also
the major raw materials. Full employment depends there upon fo-
reign trade though the foreign trade aime of the United Kingdom .
cannot be realised without a high and stable level of employment.

The United States with their vastly-developed plant capacity and
with the need for many raw materials are also dependent upon fo-
reign trade though in a lesser degree. This problem finds & ful-
ler explanation in the sections of the chapter on international
trade devoted to the American foreign trade problems.

Niscellaneous ’roblems

The presence of plans proposing new and unorthodox methods to com .
bat unemployment should not mean the absence of the old methods
in the new plans. The old methods were merely deprived of their
former importance but they were still presented and their useful-
ness was not put in doubt. The cheap money policies were still
advocated and it was understood that the rate of interest must
be kept low if full empiloyment is to be achieved and maintained.
Allen writes in this connection:
"It is desirable that interest rates in the post-war pe-
riod should be kept low and that the large volume of short-
term Government debt should not be founded, This is suppor-
ted by official statements in U.S5. as in Britain and Cana-
da".(1).
Again here the war experience has proved useful in finding the
methods of balancing rates of interest and of keeping them in a
condition.where they contribute actively to the task of provi-
ding jobs. Nr. Kalecki e.g. finds that Government practices du~
ring war in regard to the issue of long- and medium-term bonds
can be applied with equal ease in peace-time and he concludes that:

(1) The Xconomic Journal, Vol.LV.N°.217.April 1945,p.39
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", ..provided the Central Bank expands the cash basis of
the private banks according to the demand for bank depo-
sits, and that the Government issues long-and medium—-term
bonds on tap, both the short-term and the long-term rates
of interest may be stabilised whatever the rate of the
Budget deficit". (1).
The statement issued by Nuffield College advocates some measure
of Government control over the Bank of ¥ngland and over the cre-
dit system as a necessity for providing full employment and it
asks for low rates of interest but warns against mere emission
of new money without careful adjustements in the demand for it.(2).
In Beveridge's opinion, these adjustments can be brought about
only by a policy of gradual reduction by which he means the in-
crease in the length of the bonds offered on tap every month at
a stable rate of interest. He thinks there should be no diffi-
culty involved in this procedure. (3). Por the policy concerning
rate of interest he advocates keeping long-term and short-term
papers on tap and borrowing from the Bank of FEngland whenever .
tap subscriptions are insufficient to cover the budget deficit.
This would not mean inflation because the very size of the anti-
dote is equal to the deflationary gap and if tap subscriptions
are exceeding the amounts required by the Government, this should
be interpreted as meaning a too high rate of interest which then
should be appreciably reduced. (4).

If the rate of interest is kept constant, there is of course
the danger that the increased budget deficit may cause inflation
but this should not happen when the Government pushees its de-
ficit spending only to the point of full utilisation of labour
and equipment. If it pushes it any further the scarcity of la-
bour and or equipment may create inflation. Mr. Kalecki remarks
that:

"It i@ thus evident that a prerequisite of full employment

(1) The Economics of Pull Fmployment, op.cit.,p.42

(2) £i 's Statement, op.cit.,p.24
(3) Beveridge, op.cit.,p.341

(4) Ibid.,p.340.
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is a proper relation between existing eqnipmod% and avai-
lable labour". (1).
Besides inflation can be prevented or at least hampered by con-
trol over prices by means of tax and bond sales, by preventing
further increases in raw materials and by prevention of undue
increases in wage rates. (2).

Phis brings us to another important point. Kost of the planners
have realised that the wage relations are of utmost importance
to the whole problem of full employment. Their general consen-
sus shows that both parties, employers and employees, must limit
their restrictive policies. Messrs. Joseph and Kaldor ask for a
national wage policy in which wage-bargaining in individual in-
dustries would be replaced by a system of wage determination on
a national basis. They warn that this is the only way to securse
to labour as a whole really higher wages because otherwise a cha-
se will ensue between prices and wages which will leave no one
better off but will shake the confidence in currency and endanger
the entire economic stability. (3).

The Transition Period

A great danger lies in the fact that we may feel an unjustified
security in the period following immediately the end of the war
when many of the features of war economy will be still in opera-
tion and the situation would be for every practical purpose ab-
normal. The prosperity that may follow in that period constitu-
tes & grave danger to the future level of employment as it may
do away with all the plans prepared to introduce full employment
under the impression that the goal was achieved without use of
the plans. Condliffe gquotes Professor Staley:

"Tf we anticipate, falsely, that there will be mass unem-

. ployment immediately after the war and that soldiers and
munition workers will be long out of jobs, a temporary

boom may throw us off our guard. Just as we are settling

s

(1) The Xconomics of Full Employment,op.cit.,p.43
(2) Moulton,op.cit.,p.76

(3) Joseph & Kaldor,op.cit.,p.18




down to normalcy, the real troubles may begin - like the
explosion of an unsuspected time-bombd".(1).
The lesson of experience and especially of the situation after
the last War is again salutary but this time there are even gre-
ater dangers inherent in the situation. The need for industrial
equipment and for housing will be even greater this time owing
to devastating air-raid warfare, and more money will be availab-
le because more was saved a® a result of improved system of ra-
gioﬂins and efficient control over prices. There will be demand,
often unsatisfied, and there will be production, in other words,
all ingredients of a boom with all dangers of its speedy end and
e subsequent depression.
The danger is especially great because the people seeing that
the situation is favourable may desert all the war-time plans
for & better tomorrow. In the field of employment it is certain
that a great demand for labour will ensue and that calculations
basing the number of seeking jobs on the number of released from
war effort are erroneous. This state of a temporary boom should
not lead to burying deep aunder the earth all plans for full emplo-
yment and the transition period must be treated as continuation,
only slightly modified, of the war conditions.
If all the people, moreover, try to spend everything they have
saved during the war at once, an upward inflationary swing of
prices is inescapable and may last no longer than that of 1920
with widespread unemployment and misery to continue afterwards
for years. This can be avoided only if war-time controls or other
systems of control will be brought into operation. Pigou finds
the reasons of the last-war bad experience in false monetary
policies pursued at that time and suggests a different policy
for this time:
"By refraining from a too rapid removal of industrial con-
e ... trols, by continuing the system of priorities, price ma-
xima, and rationing, until shortages have been made good,
and by exercising supervision over new issues of securi-
ties, the Govermment should be able to prevent the occu~
rrence of an immediate post-war monetary boom. This, of

(1) Condliffe,op.cit.,p.51
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itself, should do much towards preventing a subsegquent

slump.™ (1).
Almost all the plans provide for continuation of all or of some
war-time restrictions since, as Messrs. Joseph and Kaldor remar-
ked:

"The syptem of war-time controls is therefore just as ne-

cessary for the return to peace-time conditions as for the

adaptation of the system for war." (2).
1t was realised,however, that the retention of control would be
viewed without sympathy by the public opinion tired with suffe-
rings of war-time and far from realising that some form of con-
trole are necessary in order to run the economic system efficlen-
tly and smoothly. As to types of controls which would have %o
stay, permanently or for some time only, Kessrs Joseph and Kal=-
dor suggest the following ones:

a)Zonsumer rationing,

b)price control,a problem especially delicate in the sphe-

re of wage-rates,

¢)raw material controls,

d)production control,

e)control over labour,

f)ocontrol over the capital market,and

g)import and foreign exchsnge control. (3).
#ith control of this kind maintained and relaxed only at oppor-
tune times there is more reason for expecting the transition
period to run smoothly and not to bring with it delusions and
dangers which can epsily destroy in a short time the fruite of
planning of a very long time.

(1) Pigou. A.C.The transition from war to peace,l943,p.17-18
(2) Joseph & Kaldor,op.cit.,p.ll.

(3) Ibid.,p.12-13.
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CHAPTER III, INTERNATIONAL TRADE,

Summary of Chapter III.

While it is recognised that the inter-war period was a failure

as regards at least the field of international trade, a close e-
xemination of its aspects and the reason of this failure is ne-
cessary., It is observed that many of the old problems will be
present anew since the war is over. A salutary and generally ag-
reed lesson is the need for a wide expansion of world trade both
by removing the existing obstacles and preventing the creation

of new ones, and by the raising the standard of living in back-
ward and less developed areas,

Trude problems will pay an important part in the determination
of peace and the greatest service that both America and "ngland
can render the peoples of the world and themwselves i3 to maintain
& high level of prosperity witnin thelr own borders. For the re-
gulation of problems of international trade & significant docu-
ment #as prepared by the United States, namely its TProposals for
Expansion of dorld Trade and lwployment. The Yroposals, analysed
below in detail, deal with governmentally created barricrs, with
thoae made by businuss circles, with intergovernumental commodity
arraungenents and with sowe irregularities, and besides some spe-
cific measures propose the establishment of an Tnternayional Tra-
de Yrganisation on the lines of other United g tisns Urganisations.

The importance of foreign trade has been at last understood in
the United States and following this recognition methods have
been proposed to deal with the weak parts in the American machi-
nery of foreign trade. The weakest point 1s the inadequate supply
of dollars to foreigners and means are discussed to improve the
existing situation on which the whole of American foreign trade
depends, at least in the long-run.

Greact Britain, for whom foreign trade is a question of "to be or
not to be" has undergone a3 & result of this war important chan-
ges which transformed her ability to pay for importe, and imports
are of vital importance to Great Britain. “ow to deal with this
question, how to adjust industry to fulfil the new obligations

is being explained in the sub-chapter devo.ed to Britvish pro-



blems in foreign trade.

The vital importance of currency problems was slso rightly empha-
sised and the guestion was solved to a eonsiderable degree in
Bretton Woods, where machinery was created which would also facili-
tate the development of world trade.

Anglo-American cooperation in the post-war world is of extreme im=-
portance but the importance is not less in regard to overcoming the
opposition to developing and expansionist plans upon which the fu=-
ture of the world trade and indirectly al=o, the peace among na-
tions, depend to such an extent.

——

The Interiar Les=sons.

The importance of a close examination of the inter-war lesson dac
well justified in the following passage of an official American
publication:
"The world will soon be confronted once more with the task
oefiattempting to conatruct a viable economic and financial
system, Past failure in this field is commonly recognised
as one of the major causes of the present chaos, and there
ia 2 general determination to build more soundly in the
future, It is therefore imperative to identify the causes
of the diasintegration of the world economy in the interwar
period..." (1).
Besides, some of the most important trends, atraeins and pressu-
reg in the international transactions of the past are likely to
recur in the future., And for thia reason
"If differcont patterns are the goal of future policy, the
resurgent forcea of the'past mu3t be understood and ren-
dered amenable to pcontrol., Jome of the knottieat problems
of post-war coumercial and monetary policy will have grown
directly out of developments in the years immediatesly pre-
ceding the war." (2)
The inter-war lesaon wa= mainly a lesson of failurss and as Pre-
sldent Roosevelt stated in his mescage to Congress on Jgnuary ",
1940:

(1). The U.S8. in the World Economy, op. c¢it., p.27.
(2). Ibid., p.27.
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"The 0ld conditions of world trade made for no ehduring

peace...” (1).
The leck of a well-organised world urade after the #irst wsorld
dar was attributed by a publication isgued by the Leugue of Na-
tions to the following four aspects of post—wur years:

a/ political and econouwic insecuriuy

b/ lack of reconstruction prograume

e/ inadequate regurd for consumer's interests

d/ unempioyment and economic inssability (2),
and the planning for a future betver world must of course aim at
avoiding the repetition or those faults and shortcomings.
The inver-war trade was a cut-turoat gume characiterised by averye-
body's wish to attain his aims without regard to uthe lossea his
action is likely to bring to ouvher countries or vo the world tra-
de a3 a whole. suwner wWelies describes tanis attitude:

‘ "They (countries of the world) have consiuered foreign tra-
de a cut-throas game in which each pariicipant could only
profis by taking undue advahtage of his neighbour. vur
own policy at tiues ia the past has, ag we.all know, con-
stituted no exception." ().

This experience of the inter-war period was a warning tov against
the repcat porforwance of ine wiswekes. In vhis way Lean Acheson
ironicelly uescrived tue inter-war foreign uwrade policy of ine
Unived vtates as bused oa the principle: )
"ie'll sell Jou goods and lend you money, but we'll be han=-
ged if we'll allow you to pay us back." (4).
And before the Bretton wooas' stipulatiouns were to be snected,
the Chairman of the Yconomic Policy Commission of the American
Bankers Assoclation reminded the public of 1nter—war experience,
...we hed after the lust war an extensive - and very ex-
pﬂnsive - experience wiih the working of an informal bat
real international Lonetary Fund. The strong currencies,
which were the dollar and the pound, were used to aupport

(1). quoted in Torpats' Economic Basis for dorld Peace,1941,p.157.

(2)+ League of Nations, Commercial Policy in the Post-iar wWorld,
194%, p.2c and following.

(3). welles, op. cit., p.18.

(4). quoted in Free iiorld, vol. 10, No.6; December 1945.
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the weak currencies in the foreign-exchange markets. The
support was given before the nations having the weak cur-
rencies had seriously attempted to put their domestic eco-
nomies in order... The experiment was a complete and cos-
tly failure for them and for us." (1).

Looking st the international arrangements and institutions be-
tween the wars, Yr Macfie finds that they were lacking two es~
sential features: permanence and power to work out the attemp-
ted policies. (2). He thinks that whether it was the case of Lea-
gue's Committes administering loans or the Trpartite Agreement
of 1936 or even Cordell Hull's policy
"...all these were excellent in themselveas. But they were
mainly salvage methods. The help so organised was rushed
to the poilnts of danger after the flames had got their grip.
Such methods are neither comprchensive nor permanent e-
nough to work out a consistent long-period policy such as
would necessarily include all sides of the economic traf-
fic. Also, they often reflected the moods of different go-
vernments at rather critical moments, and 30 could not tra-
vel in one consistent direction. They were spasmodic and
pathological.” (3).

Then another recognised failure was the lack of & complete trading
order, of & whole and independent scheme to unite all these hope-
ful institutions like Exchange Iqualisation Accounts, Lxport Yredit
Schemes or the Bank for International Settlements.

It has also to be remembered that the main sources of instability
and distubence in international dealings of both the United Nations
énd the United “ingdom were inherited from the inter-war period
and the attempts, successful or otherwise, of the past could be
improved now when extensive studies and planning have brought to
the ground reasons for this instadility and new method: to deal
with 1it.

The Expansion of World Trade.

The inter-war experience had one more merit., It has shosn beyond

(1). The Atlantic Monthly, August 1945, p.77.
(2). Macfie, A.L., The British Way in world Trade, 1943, p.49.
n

1Y Tria w @




=114~

the weak currencies in the foreign-exchange markets., The
support was given before the nations having the weak cur-
rencies had seriously attempted to put their domestic eco-
nomies in order... The experiment was a complete and cos-
tly failure for them and for us." (1).

Looking at the international arrangements and institutions be-
tween the wars, Yr Macfie finds that they were lacking two es-
sential features: permanence and power to work out the attemp-
ted policies. (2). He thinks thet whether it was the ocase of Lea=
gue's Committes administering loans or the Trpartite Agreement
of 1916 or even Cordell Hull's policy /
,..all these were excellent in themselves. But they were
mainly salvage methods. The help so organised was rushed
to the points of danger after the flames had got their grip.
Such methods are neither comprehensive nor permanent e-
nough to work out a consistent long-period policy such as
would neceagsarily include all sides of the economic traf-
fic. Also, they often reflected the moods of different go-
vernments at rather critical moments, and so could not tra-
vel in one consiestent direction. They were spacsmodic and
pathological." (3).

Then anotiher recognised failure was the lack of a complete trading
order, of & whole and inaependent scheme to unite all these hope-
£ul institutions like Exchange Equalisation Accounts, Export Yredit
S chemes or the Bank for International Settlemenis.

It has also to be remembered that the main sources of instability
and distwbance in internmational dealings of both the United ¥Nations
and the United Singdom were inherited from the inter-war period
and the attempts, succeasful or otherwise, of the past could be
improved now when extensive studies and planning have brought to
the ground reasons for this instability andi new methods to deal
with 1i¢.

The ®xpansion of forld Trade.

The inter-war experience had one more merit. It has shown beyond

(1), The Atlantic Monthly, August 1945, p.77.

(2). Macfie, A.L., The British Way in World Trade, 1943, P.49.
(3). Toid.. ».40.
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doubt that the path to be chosen is the path of expanding world
trade and it has shown what after all hampers this expansion of
trade., According to a Department of State's publication the inter-
national trade is kept small by four things which must therefore
be done away with., ‘hese are:
"l, Restrictions imposed by governments;
2., Rextrictions imposed by private combines and cartels;
3. Fear of disorder in the markets for certain primary
commodities;
4. Irregularity, and the fear of irregulariiy, in produc-
tion and employment." (1).
The expanding world trade was in the interest of every country
ani the failure in securing it could mean & wholesale reduction
in the standard of living, widespread unemployment of capital
and labour and subsedquently ill-will everywhere in the world able
to lead to international strife and war.
"Only expanding world traie can prevent the risks of world
slumps". (2).
s4nd the war has shown that arrangements can always pe made to fa-
cilitate the expansion of world trade. In a speech at Panama Sum—
ner wWwelles saia
" e..that economic arrangements can be made which are enti-
rely susceptible of satisfying the reasonzble needs of a-
ny nation for beneficial trade, which will provide access
on equal terms to world mar<ets, sccezs on equzl terms to
raw materials, and which will satisfy the legitimate de-
mands of all nations for those component factors which make
for a peaceful life." (3).
How far should tnis expansion of world trude go to satisfy the
needs and to prevent viclent recpercusaons of the kind known
from inter-war experience, was not stated in absclute figures but
some indication was 3supplicd nevertheless by individual authors
while export and import prograus of the great countries are also
showing to what lengths these governments were prepared %o go
and what they thought is necessary to obtain the benefite of an
expanding foxekgn trade. In this connection an article contri-

(1). New Horizons for World Trade,State Dept Publication,2591,
Commercial Policy Seri€s 90, PeJe

(2). Macfie, op. eit., p.60.
(3)., Welles, op.cit., p.9.
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buted by Mr E. Bernstein to ICONOKIC RECONSTLUCTICN shows that

8 507> increase in the world traude is demsnded if the bad effects
of the previous trade levels are to be avoided. Np Bernstein wri=
tes in those words:

"Unless measures are taken, national and international, to
raise the real volume of international trade by at least
507 above the prewar level, direct control of the balance
of payments in some countries cannot be avoided., ¥ith $80
billion of international trade a year during the posi-war
decade, 1t will be possible for the countries that must 3
increase thelr pre-war level of exports to secure the nece-
8sary expansion without a deterioration in the terms of
traae, and to pass from the post-war transition into a pe-
ri0d of stavility, order and freedom in exchange relations."

(1).

The problem strictly connected with the expansion of trade is the
development of backward countries. While existing markets can be

8till widened and made deeper, it is the new market which is the

chief hope of the leading industrialised countries.

"trade can expand only if the capital resources of the world
are steadily developed, especially in countries like Chi-
na, India, and Africa." (2).

Experience has shown that the fears expressed by industrialists
regarding the possibvle competition coming afterwaris from coun-
tries to whom assistance was rendered in the task of inaustria-
lisation, sre absolutely without foundation. United States' most
industrialised clients, United Kingdom and Canada, are the best
clients while great but undeveloped China or India i= a meagre
client in comparison with the great industrialised countries.

As Secretary of State, Stettinius, told the Council on Foreign
Relations:

"Economically undeveloped countries are not good customers
because they do not have enough income to pay for purcha-
ges from us...The more wealth they produce and the higher
their national income, the more they will wish to buy from
us and be able to pay for." (3).

(1)« p.343.
(2). Nacfie, op.git., p.60.
(3). Stettinius, op.cit., p.10.
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A policy to be pursued along these lines would call for effi-

cient help in the industrialisation of other countries and spe-
cislisation in some fields within the country so as to have the
greatest advantage in costs and variety of obteinable products.

The expansion of world trade is also properly a matter for in-
ternational cooperation. while no single country or a minor
group of countries can think of efrecting this task alone, it is
at the same time clear thali no country can isolate itself from
this task in the interdependent world in which we live in. As
Mr.Edward S.Mason, Deputy to the hssistant Secretary of State
for Economic Affairs remarks:

",...no nation can neglect international trade without jeo-

pardising the material well-being of its people". (1)
It is obvious that all the countries must cooperate and be pre-
pared for large-scale sacrifices in order to expand foreign tra-
de and that they will have to wait quiie long until their in-
vestment in this campaign is szarting to pay aividends. But the
opposite to such an action igs crisis with more costly sacrifices
and with much greater losses. when & country ceases 10 coopera-
te, when it e.g. ceases to import sowe things or imporis less
ag America did between 1929 and 1930 when ner lmportvs fell from
9 4,395 willions to # 3,001 millions, the erfective demand of
the rest of the world is diminished and in this particular case
a fall of ¥ 1,538 millions had & major role in creating a sta=-
tus of depression throughout the world. (2). Cooperation and its
logical result, mulstilateral trade, i@ necessary and as we would
gee, the plans formulated during the Second World #dar were with
minor exceptions either taking this cooperation as a truism or
assumed that it would occupy a prominent place in the plans for
a poste-war world. The Network of #orld Trade, & League of Na-
tions' publication writes on this subject:

"Nodern civilisation is. based on a world economy which

funetions through a system of multilateral trade of a

specifie pattern that embraces the whole world.

(1) Proceedings of the Academy of Polit, Science,V0l.21.40°.3.
Nay 1945,p.303

(2) Beveridg" Op.cit. 'p¢224
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The recent war.: and particularly the reduction of British
overseas investments is likely to modify that pattern in
the future. But the need for a world pattern of multilate-
ral trade will remain as long as climates and geographical
depogits continue to vary from one area to another, as
long as the factors of production are unevently distribu-
ted over the face of the globe. Distortions of the origi-
nal pattern, whether caused directly by the war, or by
neasures of commercial policy, must cause friction and
must threaten the whole functioning of the system and the
economic welfare of Ctates dependent on 1%. Come distor-
tion is obviously unavoidable but only if commercial poli-
¢y takes account of the universality of the pattern and
of the intef%endence of the various trading areas will a
samooth transition from the restrictions of war to the ex-
pansion of peace be poasible". (1)
But multilateral trade, the chief objective,is dependent on some
conditions which have to be satizsfied before the objective it-
self aill attain its full value. According to Beveridge, each
country participating in multilateral trade must accept 3 obli-
gations if the wnole scheme is to succeed. [t wust pursue an in-
ternal policy of full employment though it may adjust this poli-
cy to its home requirenents; secondly, it must take measures ne-
ces’ary to balance its international accounts not with any coun-
try but with the rest of the world as a wholej and finally, its
foreign economic policy must display stability and continuity.(2)
But Beveridze warne ageinst waiting until other countries adopt
full employment polices at home and make their intentions to-
wards international trede known.
"On the contrary, the greatest service that Britain can
render to other countries, as to herself and to the deve-
lopment on international trade, is forthwith to adopt a
policy of full employment at home, making it clear that,
for her, oversea trade is A means of raising the standard
(1) League of Wations, The Network of forld Trade, 1942,p.10.
(2) Beveridge, op.cit.pp.219-227.
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of 1ife of all countries by fair exchange,and is not a de-

vice for exporting unemployment". (1)
The expansion of world trade and the multilateral trade should
of course not be understood as measures to which Britain, or any
other country (as the same applies to them too),should be tied
without regard to the circumstances. Beveridge proposes that if
multilateral trade on the above mentioned conditions is not
attainable, the next best solution is regional grouping on those
conditione embracing countries willing to accept 1t but if this
also proves impossible, then the only solution is %o have bila=-
teral agreements with countries which can supply us with things
necessary for our life in return for our products, but this will
be a contraction rather than expansion of world trade.
In America there was also understanding that the best service
that country can render to the expansion of world trade is to
maintain a high standard of life, stable economic conditions,
full employment and a sufficient amount of imports. On one thing
there was a general agreement, namely on the assertion that the
trade problems will play an extremely imporsant pars in the pro-
cess of determination of the future peace. Henry C. Cimone in
his article on "Trade and the ®eace" claims that:

"The peace...will be won or lost on the issue of free tra-

de".(2).
There was a wide measure of agreement on the necessity to plan
at once if things like protective texriffs, exchange controls,
quantitative limitations, currency depreciation or cartel re-
strictions are to be avoided. To this end a good many clauses of
economic value have been put into various war-time agreements
but the one by far the most important was the famous Article VII
of the Master Lend-ILease agreement, in virtue of which all its
signatories have committed themselves to a liberal free trade
policy. This is the verbatim text of the article:

"In the final determination of the benefits to be provided

to the United States of America by the Governmment of the

United Kingdom in return for aid furnished under the Act

(1) Ibid.,p.33.

(2) in post-#ar Zconomie Problems, op.cit.,p.149
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of Congress of March 11,1941, ¥he terms and conditions the-
reof shall be such as not to burden commerce between the
two countries, but to promote mutually advantageoues econo-
mic relations between them and the betterment of world-wide
economic relations. To that end, they shall include provi-
sion for agreed action by the Tnited “tates of Americea and
the United Kingdom, open to participation by all other
countries of like mind, directed to the expansion, by ap-
propriate international and domestic measures, of produc=
tion, employment, and the exchange and consumption of goods
which are the material foundations of the liberty and wel-
fare of all peoples; to the elimination of 2ll formes of
discriminatory treatment in international commerce, and to
the reduction of tariffs and other trade barriere, and, in
general, to the attainment of 21l the economic objectives
gset forth in the Joint Declaration made on August 14,1641,
by the President of the United States of America and the
Prime Minister of the United Kingdom. At an early conve-
nient date, conversation shall be begun between the two Go=-
vernments with a view to determining, in the light of zo-
verning economic conditions, the best meane of attaining
~ the above-stated objectives by their own agreed action and
of eeeking the agreed action of other like-minded Governs
menta". (1)
This was & very important step forward, and at the same time Ame-
rica has assumed the leadership of action leading to the realisa-
tion of these ideals. It is for this reason that more space has
been devoted in this chapter to America where there was a need to
convince the public first of the importance to be attached to in-
ternational trade and then to the importance of leading the coor-
dinated action to improve this trade, factors which were not pre-
sent in Great Britain.

ANERICAN TRADE PROPOSALS
In due course we shall examine the specific American and British
trade problems, but now there is a need for seeing how far Ameri-
ca has prepared the groung for international action to change the

(1) The United Nations in the Making:Basiec Documents,op.cit.,p.ll.
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existing conditions for better ones. TPefore turning to America's
greatest contribution, to the American Trade “roposals, mention
may be inserted of the existence of n quite 2 number of small
plans dealing not only with this or thet epecific question but
with the field of foreign trade as a whole. The neced was for a
"A new system of internationsl trade and exchange which
should be free from the chaotic and unruly conditione of
the 'thirties, with their lack of a common international
code of behaviour..." (1).
and various economists or zroups attempted to provide =uch a
new world-wide trade structure. One authority proposed an intere
national Commerce Commission to act as 2 Supreme Court of Jorld
Trade and to resulate the channels and the methods of this tra-
dej but this plan seemed hardly to take into account the pre-
gent state of frontiers, of international relations and of the
mood of world leaders., (2). There was =a plan for an internatio-
nal Anti-Trust Act based on the Cherman's Act, end ite suthors
thought this might be enocuch to cure the disegces present in
world trede. (3). An organisation which was reported to have
some adherents in business circles forwarded & scheme for a
World Trade Alliance. The scheme provided for the formation of
World Export Troduct Committees for esch important commodity
and according to ite author, Sir Fdgar Jones, the achievewent
of its aims can be easily obtained by systematie regulation of
international trade. The aims were stated as ensuring full con-
sumption of the world's main export industries, stability of
prices, high employment and a steady expansion of trade. (4).

Those schemes could not, of course, compare with the enormous
work invested in the preparation and formulation of the Aumeri-
can Trade Proposals. (5). The proposals have been developed by
experts drawn from several agencies of the United States GOVern=

(1) Oxford Institute of Statistics, New Plans for Internstional
Trade, 1943, p.6.

(2) Torpats, op.cit.,p.133.
(3) Barverd Business ReviewVol.22.N°.4.Summer 1944.
(4) Harvard Business Reviewyol.Z22,N°.2.4inter 1944

(5) Dept. of State Publication 2411 ,Commercial Policy Series 79
and Cmd.6709,1945,,
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ment under the general supervision of #.L. Clayton, Assistant
Secretary of State and they served as the basis of discussion
at an International Conference on Trade and employment, to be
held not later than the summer of 194b. §rote Secretary of Sta-—
te Jamee Byrnes:
"It is important that such a conference, based on these
and similar proposals, should meet as soon as possible.
Nations are now determining the policies which they will
apply to trade in the post-war world. It is urgently ne-
cessary that these policies should be agreed upon, in or-
der that the world may not separate into economiec blocks.(1)
The United Kingdom Government in a declaration on December 6 ,1945
made it clear that the proposals have its full endorsement
"e..the Governwent of the United Kingdom ie in full agree-
ment on all important points in these proposals and accepts
them as a basis for international discussion, and it will,
in common with the United States Government, use its best
endeavours to oring such discussions to a successful con-
clusion, in the light of the views expressed by other
countries". (2).
In an official analysia of these proposals, the State LUepartment
lists four things which in its opinion keep the international
trade small:
"l. Hestrictions imposed by governuents;
<. Hestrictions imposed by private comoines and cartels;
5« Fear of disorder in the markets for certain primary
commodities;
4+ Irregularity, and the fear of irregularity, in produe-
tion and employment". (3).
To abolish the tareat to peace, collective measures must be
found and must be
"bazed not only on international machinery...but also on
economic cooperaiion among nations..."(4).

(1) Proposals(the 3tate Dept.edition,to ve referred as Propo—
aaIsi, p.IIX.

(2) cmd. 6709,p.18
(3) Proposals,p.z.
(4) Ipid.,p.8.
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and the proposals state that the achievements and agreements al-
ready made must be further supplemented by:
", ..measures dealing directly with trade barriers and dis-
criminations which stand in the way of an expansion of
multilateral trade and by an undertaking on the part of
nations to seek full employment". (1)
To this end the Proposals suggest that:
"l....tariffs be substantially reduced and that preferen-
ces be eliminated.
2.That quotas and embargoes be limited to a few really
necessary cases and that they be administered without
discrimination.
3,That export subsidies be confined to exceptional cases,
under general rules.
4.That governments conducting foreign trade by their own
agencies agree to give fair treatment to the commerce
of all friendly countries and to make their purchases
and sales on purely economic grounds.
5.fhat cartels and combines be prevented by international
action from restricting the commerce of the world.
6.That the special problems of surplus commodities be
handled by agreements among governuents;that such agree-
ments seek always to expand consumption rather than
freezing vested interests; that they be attended at
every stage by full publicity and that consuming coun-
tries have an egual voice with producing countries in
making and operating them". (2).
So much for general description of the proposals.
When starting with an analysis of trade barriers imposed by go-
vernments, it is important to devote some space to the American
and British trends on Government participation in the foreign
trade... As to the British they have accepted Government inter-
vention as inevitable and some even as a favourable feature of
foreign trade. All the British plans envisage a lot of Govern-—

(1) Ibid. ,p-B-

(2) Charles Bunn in American Trade Proposals, Dept.of State Pu-
blication 2551,Commercial Policy Series 88, p.21
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mental intervention as over-all planning of the foreign trade is
desirable and can be best exercised by some agency in possession
of such facilities as those owned by the Government. Dr. Macfie
writes:
"In future our government must exercise strategic control
over the whole course of our foreign trade... If democra-
cy is to succeed, governments will need first the will to
make it succeed, and secondly the machinery to realise that
intention". (1).
On the other hand, public opinion in the United States viewed
Government intervention without enthusiasm. Attempts like the
creation of the United States Commercial Company in 1942 (the
American counterpart of U.K.C.C.) were opposed and criticised
and Mr H.C.Simons thinks that the U.S. with its excessive govern-
mental centralisation will be the major obstacle to durable peace
and that therefore to avoid this possibility, care must be exer-
cised to insert the minimum of Government intervention into Ame-
rican foreign trade. (2).
In the past Governments have restricted the free flow of goods
and services by tariffs and preferences, by quantitative restrie-
tions, exchange control systems and by many trifling administra-
tive measures. Some restrictions were also due to the improper
use of subsidies and state-trading organisations. But
"Of all the barriers to trade which grew up between 1930
and the outbreak of World §ar II, tariffs and preferences
bulk perhaps the largest in the minds of the American and
British peoples, since measures of this kind form the
principal trade barriers used by the United States and the
British Commonwealth countries". (3).
Such barriers create bad feeling and destroy prosperity and the-
refore :
"The objective of international action should be to reduce
them all and to state fair rules within which those that

(1) Macfie, op.cit.,p.54 . S
(2) in Post-war Economic Problems, op.cit.,p.147
(3) American Trade Proposals, op.cit.,p.2.
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remain should be confined". (1).
And Kr Percy W. Bidwell added that:
"..o.the tariff reform approach to economic reconstruction
is not antagonistic, but rather is supplementary to the
investment or development approach. Action leading toward
the removal or reduction of trade barriers, then, is an
essential item of the agenda of reconstruction”". (2).
Such attempts have been already made in the past but they were
predominantly if not exclusively agreements between two coun-
tries at a time or between several countries in respect to few
commodities only whereas the many barriers are interdependent
and the need arises for a general agreement covering the whole
field. At this point it is necessary to emphasise that American
conduct in the past was destroying every hope of an agreement
and of a better organisation of world trade and for this reason
it is even more pleasing to see the Americans realising their
fault and trying to correct it. Ae Nr. Simons puts it:
"The greatest specific barrier to durable peace is the
American tariff and the lesser barriere elsewhere which
bold leadership on our part would suffice to reduce dras-
tically or to eliminate". (3).
And Under Secretary of State Welles added that:
"Our high tariff policy reached out to virtually every
corner of the earth and brought poverty and despair to
innumerable communities™. (4).
Most countries had reason to regard the American tariffe as
unnecessarily high and
"...reduetion of particular rates is regarded by our tra-
ding partners as the chief contribution which the United
States can make to the increase of world trade. Prom our
point of view reductions in our tariff are the main thing
we can offer other countries in return for the actions
we ask of them". (5).

(1) Proposals, op.cit. p.3

(2) Poreign Affairs,Vol.21.N°.2,January 1943 ,p.298
(3) in Post-war Economie Problems,op.cit.,p. 148.
(4) Wwelles, op.cit., p.l19.

(5) New Horizons for World Trade,State Dept.Publication 2591,
Commercial Policy Series 90, p.5.
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Despite the popular conviction, such a step would mean a wise

policy for the United States not only because of the adjust-

ments in the distribution of dollars. Tariff reductions will

stimulate imports of resources which America used up at too

high rate and which she has now to conserve. And as Secretary

of State, Stettinius, reminded his audience:
", ..actually,high tariffs today act as a depressing in-
fluence upon the living standard of the American people.
The record shows that on the average the wage paid by the
highly protected industries are lower than the wages paid
by those industries which have little tariff proteetion
or none at all. Qur most efficient industries pay the
highest wages and need no tariff production". (1).

And Mr. Nandellaub proposes that:
"Phe shifting of the relatively small labour force from
the tariff-protected sector of our business to the econo-
mically sound sphere of our trade and industry, could
easily be achieved as one of the minor tasks in our full-
employment program". (2).

Actually, the United States acknowledged that their Tariff Act

of 1930 created a situation wholly lamentable since
" ..its enactment strengthened the hand of protectionist
elements everywhere and enabled them to obtain more dras-
tic increases in the restrictions maintained by their
respective countries that the situation actually warran-
ted". (3)

Among the first answers were the preferences adopted at Ottawa

in 1932. And for this reason:
"Given the historical connection between the increase in
the American tariff and the expansion of Commonwealth
preferences, as well as their real importance in world
trade, the reduction in American tariffs and concurrent
measures to do away with the system of preferences must

(1) State Dept. Publication 2322, Conference Series 69, p.l1l2
(2) Pree World, Vol.l0.R°. 6. December 1945, p.79
(3) American Trade Proposals, op.cit.,p.2.
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occupy a'key position in any effort to relax trade bar-

riers." (1).
A start was made towards this oobjective by the Hull “‘rade Agree-
ments Act and its results strengthened the opinion that it is
worth shile for the United -tates to reduce its tariff barriers.
Although American imports were not appreciably affected as a re-
sult of Hull's policy, the exports to agreement countries increa-
sed between 1934 and 1940 by 877 while the incre:ese to other
countries was only 327. (2).
The American Proposals accepted tnerefore tie experience of Hull's
policy and according to their plen, members of tae proposed In-
ternational Trade Organisation (IT0) would unaertake to enter in-
to arrangements for a substantial reduction of tariffs and for
the eliuwination of tariff preferences. Yxisting international
commitmen® (such as Ottawas agreement) would not stand in the way
of any action on preferences an. export duties would be subject
to negotiation in the same way as import duties. Lxport prefe-
rences (duties on exported goods which are dependent upon the
destination of the goods) would be prohibited. There will be
however a clause permitting the participating countrics to under-
take special measures in camse unforeseen circumstances make it
possible for domestic economy to be injured by the excessive im-
ports. A great danger to international trade is inherent in
quantitative trade restrictions.

"In considerable degree trade can adjust itself to tariffs,

even to rather high tariffs. Phere is no way, however,

in which trade can adjust itself to an outright prohibi-

tion on imports or to a restrictive quota."(3).
for this reason, the proposals suggest elimination of the Qquan-
tative restrictions subject to some exceptions, three out of
which permit the existence of permanent import juotas, a featu-
re to be regretted.

In regard to exchange control, the proposals emphusise full ad-
herence to the Bretton §oods' principles while in another arti-
cle the principle of equal treatment for s8ll members of the ITO

(1). Ibid., p.2.
(2). Brockway, op.cit., p. 54.

(3). American Trade Proposals, op. cit., p.3.



in the administration of such exchange controls as may exist is
reaffirued. Standardisation and simplification of customs duties
and procedure to avoid the possibility of trade being affected by
petty administrative regulations is incorporated in the proposals.

As to subsidies, the proposals divide them into two categories:
those related to domestic production and those affecting foreign
trade. The subsidies are not generally outlawed and those falling
into the first category would merely have to be reported to IT0.
But here we see already the weakness of the IT0's machinery. If
the domestic subsidy would be such as to damage the tra.e of ano-~
ther country, there will be no effective method to insist on its
abolition. #hat will happen is that

", ..an effort would be made to recuch agreement regarding li-

mitation of its use..." (1),

a procedure which may register quite a failure in its practical
execution. Export subsidies would be allowed only when:
"], it had been shown that (the goods) were a burdensome
world surplus,

2. an approved international commodity agreement had been
concluded, under which the subsidies were being opera-
ted, or

3., efforts to reach an international commodity agreement
had failed." (2).

With regard to state trading, there are two kindse of ways state
trading may choose., Eitvher it 1is a fully sociaiist economy like
U.5.8S.R. where all foreign trade iz the monopoly of government or
1ike the 0ld French tobacco monopoly or British raw-cotton regu-
lations the government agency 1is exclusively authorised to buy

or sell some particular commodity. The proposals ask the countries
engaged in state-trading to accord full equality to all other
members and to bace thelr purchases on purcly economic grounds.
In esddition, fully socielist economies would be asked to settle
the amounts of goods they will bdy abroad during a given period
and to negotiate the margin of protection between import and sa-
les prices, juat as other countries are asked to negotiate the

(1). lbido ’ ‘pat)’l
(2)., Ibid., p.5.



height of tariff walls.
lrade may also be restricted, and it very frequently wus, by bu=
siness interests in order to obtain the advantages of monopoly.
The restrictions imposed by private combines and cartels
",..destroy fair competition and fair trade, damage new bu=-
sinesses and small businesses, and levy an unjust toll
upon consumers., Upon occasion, they may be even more des-
tructive of world trade than are restrictions imposed by
governments." (1).
A State Department expert, kr lobert P. Terrill reports that:
"Wonsidered as a whole, the information and analysis now
available disclose as of 1939 the cumulative spread of a
netsork of restrictive business arrangemente and practi-
ces affecting a substantial proportion of all internatio-
nal trade in economie goods, including industriasl techno-
logy". (2).
The Proposals suggest therefore the establishment of & special
agency within the International Trade Organisation, the agency
being charged with receivingz complaints concerning restrictive
practices of international combines and cartels but only when
those practices have actually given undesirable effects. Upon
the receipt of such a complaint, the commission will search for
facts and figures and prepare a report for ITO together with re-
medies proposed to improve the situation. It is, of course, that
final enforcement of these remedies will rest with concerned go-
vernments which will be merely presented with recommendations on
what to do. To one who knows the usual strength of such cartel
combinations arnd their infliuence upon local governments, this
seems to be neither a solution nor an improvement in the existing
conditions.

The next set of proposals is related to the release from fear of
disorder in the markets for primary commodities. Sir Stafford
Cripps is quoted as =saying that
"One thing is sure - that the United Nations must at the
end of the war, undertake the international regulation

(1). World Trade, op.cit., p.9.
(2). American Trade Proposals, op.cit., p.7.
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of the production and distribution of essential raw mate-
rials, both in the inteércst of immediate rehabilitation
of the devastated countries as well as with a view to at-
taining that steadily rising standard of 1\ving throughout
the world which is one of our objectives."
Besides raw materials which are scarxe and much in demand, this
section treats also the unfortunate problem of commodities which
are a burdensome surplus. Their rate of production is so high in
relation to demand that the governments turned to some price-sup-
port programmes, to reservation of domestic markets exclusively
for their own producers ana in a number of important cases to =0=-
me internationalliy-participated schemes limiting production in
order to obtain fair prices. wWholesale destruction of commodities
wea arranged while in some parts of the world an acute scarcity
of the same products was an established faet. Jespite low inco-
mes, agricultural ani other raw-material producers were reluctant
to turn to more profitable lines of production while at the same
time consumption fauiled 1o expand &3 rapidly as it should in view
of {faliin: pricss. The dislocations and control schemes in the
inter-war period were mainly due to the changes in production
and consumption patterna aftcr the Jorld war I ¢ nd
"The adislocations in production and international trade
during dorld dar II have been even more draatic due to
the broader character of the conflict and the early loss
to the Allies of the resouarces and markets of both Europe
and Southeast Asia."(2).
The problem iz therefore even more important now, and it may be
expected that on its right solution depends a good part of the
world trade after the war.
Beslides, despite apparent scarcities througzhout the world and
hunger in many countries, there were colossal stocks of surplus
agricultural products. The four major wheat-exporting countries
alone had 1,116 million bushels in hand at the end of July, 1941
and expected to have in July 1945 some 1,500 million bushels.
The surplus of cotton stocks in July 1941 amounted to 20,454,000
bales out of which 12,692,000 were located in the United States.

(1). quoted in Post-far Economic Problems, op.cit., p.316.
(2). w.T.Phillips in American Trade Proposals. op. cit., p.12.
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Other surpluses existed in vegetable 0il materials (copra, peanuts,
linseéd ete.), in cocoa, tea, coffee, sugar, maize, silk, snd to-
pacco. Perishable foods auch as frozen meat and butter were repor-
ted to be in considerable surplus in New Zeeland and Argentina,
and even wool was a surplus commodity in Australia,.(1).
It was long ago recognised but only very recently affirmed that
the solution of this "plenty amidst poverty" situation lies in the
development of & better world trade, The needs were apparsnt and
the demand could be big if facilities were found for supplying
thoze needs. A recent publication of the League of Nations dis-
cussing this problem remarked that
"Phe foremost lesson to be learned from the past experience
is that severity of international raw matecrizls problems
is primarily determined by the character of the world tra~
ding system. " (2).
On this vasis all the plans for improverent in the world trade
contained some advice for abolition of tnis problem by means of
interncutional commodity agreements. “ernard P. Haley, Director,
Office of International Yrade Policy in the Jepartment of Ctate,
wrote on tnis topie:
", ..the function of commodity arrangements...ls to provide
a convenient and informal means by which the pos=ibilities
of promoting greater stubility in the conditions of pro-
duction and trade for a particular commodity mey be can-
vessed, opportunities for the future «xpansion of desmand
may be explored, and possible anticipated difficulties may
in some measure actually be prevented from developing,
without quantitative regulation of production and trade
necessarily becoming involved at all." (3)
But the problem is not as simple as 1t may seem at first glance.
It is easy to e¢ry loudly for international agreements but as Jo-
seph 5. Davis of Stanford University reminds us, there are some
questions which must be answered before taking decisions. He has
listed 10 points to which an snswer is required and those are the
points:

(1). Condliffe, op.cit., p.109-110.
(2). League of Nations, Raw-material problems and Policies,1940,p.108.

(3). Procce&iggs of the Academy of Polit.Science,Vol.21l, No.3,
May, 1945, p.429.
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1. Can such agreements really be resched among the nations
truly concerned, can they be modified as conditione chan-
ge and be kept without undue resort to dictatorial me-
thoda¥

2. Is 1t possible to resch and maintain essential harmony
between numerous commodity agreements in continual flux?

3. Can such agreements be expected to facilitate or thwart
technological progress and adjustments in the status quo
between nations and between competing commodities?

4. Will the agreed price levels promote consumption instead
of restricting 1t%

5. Is price stability truly advantageous and will the machi-
nery be sufficient to adjust the prices?

6. Will those agreem:nts really attain their aims?

7. Can they ensure full access to raw-matericls ete. by de-
ficit countries?

8. Can they be adjusted to tre existing policies and obli-
gations?

9. Should the 3ystem be used to prevent plling up of reserve
stocks py potentiul aggressors, ani to facilitate econo~
mic sanctiona?

10, Can political pressures br prevented from wrecking such
agreementa? (1). _
The sAmerican Trade Froposals and the accom;an;ingfﬁomments have
discussed this problem at some length and bLefore recommending
anything, remarked thats .. .:

"The best cure for- any surplus is more moaey in the pockets

of consumers". (2).
The measurea projected by the proposals are to be enacted only
if the increase of consumption fails or cannot be effecied in ti-
me. Then an intergovernmental commodity ugreement can be conclu-
ded but

"Such agreementa are not intended to freeze existing pa%-

terns of production but rather to provide a program of ad-
justment and & period of time within which essential chan-
ges can be made without undue hardship." (3).

(1), American Yconomic Review, Vol.32.No.l.Part 2,5upplement, March
(2). dorld Trade, op.cit., p. 10. /1942, p.402.
(3). Ibid-, p- 11-
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#hen the need is real, production and exports may be restricted,
prices fixed or shares of markets be allocated among producing
countries. All these measures should be strictly temporary, las-
ting no longer than required to carry out the necessary shifts.
The consuming countries should be allowed to participate in such
achemes which should, moreover, have full publicity. The propo-
sals pro.ide in this respect a very useful platform but as in
other fields, more will depend upon the attitude and good will
of the member-countries and & positive answer to every gquestion
pointed by Davis is problematic.

The set of proposals related to full emplo ment is certainly the
weakest part of the entire proposal. #hile admitting the necessi-
ty for full employment, the proposals state nothing about the
ways and methods of achieving an agreement between all members
of ITO on this particular point. It is true that:

'“From an international standpoint the central problem in
nchieving employment objectives is to prevent or arrest
external deflationary influences upon domestic income and
employment, while maintaining the high level of trade re-
gquired for full and effective utiiisation of national re-
sources." (1),

but the proposals are limited in this respect to the pledge of
the member-countries that they will pursue policies liable to
bring about full employment. This is certainly not tooc much and
not as much as reguired.

Finally the proposals suggest the creation of an International
Trade Orzanisation on the lines of the already created interna-
tional agencies dealing with currengy,civil aviation etec. There
ahould be one organisation with a single conference and a single
executive board but with three separate commissions reflecting

the wmajor tasks of the organisation: commercial policy, business
practices and a commodity commission. The rest of this sub-chapter
is filled with strictly technical details concerning the organi-
sation and structure of the future ITO.

The Proposals together with their British endorsement were wide-

(1). American Trade Proposals, op.cit., p.l16.
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1y published and have resulted in many useful criticisms. In con-
nection with those problems a report is quoted, #hich has been
prepared and issued by the Association of British Chamber: of
Commerce saying inter alia:

"rhe Association recommends reduction in tariffs so far as
practicable, but recognises that tariffs or other measu-—
res designed to afford an orderly disposal of goods, can-
not be dispensed with entirely so long as the problem of
the low-cost-of-living nations remeins. A contributory
factor would be the education of such nations in the im—
provement of the living standard of their peoples so that
they would be able to sbsorb a larger amount of their own
production and in course of time be able to increase their
purchase of manufactured goods from the rest of the world."
(1)

Phis seems to.be a very wise view on the real problem because the
problems of tardffs or exchange controls onl, reflect the fact
+that we huve more goods in one place but in another place people
are living on « much lower stendard of living.

Meeting in April 1946, the Associetion of British Chambers of
Commerce passed an important resolution in which it stated
"that having regard to the profound influence on the econo-
mic future of the world which may result from the projec-
ted Conference by the United States of America on Trade
and Employment, the fundamental issue had not been fairly
faced in the Proposals put forward by the Government of
the United States and accepted as a basis of discussion
by the Government of the United Kingdom. It pointed out
that the emphasis throughout that document is upon the
right of every nation to non-discriminatory treatment whi-
le it was clear that under these Proposals a nation, which
did not need to import from the rest of the world, could,
without inconvenience to itself, ‘restrict imports equally
from all nations whilst claiming its right to enter, with-
out discrimination, the markets of those mations which are
obliged to import. Recognising that e peaceful and expan-

(1). quoted in Harvard Business Review, Vol. 22, No. 2, #inter
1944, p. 137
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ding world trade ies essentially a matter of balance, in-
volving an equal readiness to buy as willingness to sell,
the Resolution regarded these Proposals as dangerously
onesided and urged most strongly that the right of nations
to non-discriminatory clauses in the Proposals should be
conditional upon the fulfilment of their obligations to
accept imports of goods and services in payment for the-
A ir exports of goods and services, and that provisions
(the'scarce currency' clause of the Bretton Woods Agree—
ment being inadequate)should be incorporated in any inter-
national agreement to ensure that nations carry out that
obligation". (1).
One Chamber of Commerce in England warned that:
"...under present conditions it would be extremely unwise
for the British Government to enter into an unreserved
agreement to give up completely the right to use such res-
trictions (quantitative trade restrictions) until there is
a reasonable assurance that all nations are prepared to
enter wholeheartedly into the new Order". (2).
British circles in general proposed a distinect treatment for
agriculture which was to be cared for despite all agreements
to the contrary. They pointed out that state trading must be
abolished completely, that restrictive business practices must
be defined in more detail since their meaning varies in diffe-
rent countries, that the subject of shipping discrimination has
not been touched altogether and that the procedure set out for
commodity arrangements involving special studies.before action
is taken, should be too slow in securing results.
The Proposals, taken as a whole, are a desirable step forward
though by ne means a milestone. They may result when adopted
with minor modifications in the oreation of a useful platform
for discussion, for obtaining statistical and other data and
for formulating scientifically valuable projects and policies
as was the case of the late League of Nations' Economie Commi-
ttee. Unfortunately they do not provide for any enforcement of

(1) The Leeds Journal, Vol. 17, N°.5,May 1946 ,p.86
(2) _The Leeds Journal, Vol. 17, N°.7,July 1946 ,p.127
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the recommendations and these are entirely left to member-coun-
tries which may manipulate them in different ways, change their
substance, delay their introduction or even fail in putting them
in practice. The Proposals do not state what will happen in
such instances and they rely on more good will that was ever
shown by the different countries or that may be expected reaso-
nably in this era of growing nationalism and lack of political
security. |
THE IMPORTANCE OF POREIGN TRADE TO U.S.A.
In the eyes of many laymen and in the eyes of most Americans,
U.S5.A. 18 a selfsufficient country. Basing their thinking on
this false assumption, those Americans have always shown isola-
tioniet views in regard to foreign trade, and thought that every
kind of American intervention in this field was being made at
their expense and could be profitably left untouched. In order,
therefore, to proceed with planning better trade conditions the
world over, it was necessary to tell the plain truth to American
citizens about the importance foreign trade plays in their daily
life and it was fortunate that this was undertaken by Americans
themselves. Americans were bluntly told that however small the
percentage of exports looks in statistical form, it is of consi-
derable importance to have a developed trade system with foreign
countries. In a pamphlet entitled A PEACE THAT PAYIS, an authori-
ty on international economics states that:
"The best market for our goods and services has always been
the United States, and this market can be greatly expanded
if all our needs are to be supplied. But on the basis of
our past record and our future prospects it is clear that
we cannot prosper without a large volume of business trans—
actions with other nations. The problem after World War II
will be to increase these transactions well above the pre-—
war level, and even above the level of the boom years of
. the late 'twenties'." (1).
That means that while the internal American market will be still
of greater importance, attention must be nevertheless paid also

(1) Broekway, op.cit. p.7.
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to foreign trade especially since imports consist chiefly of
strategically important raw materials which the United States
could not produce itself while exports played a significant ra-
tio: of some of the leading American mass-production industries
and exerted therefore considerable influence on prices in the
domestic American market as well as on the use of productive
capacity in thoese industries. (1). The Foreign Economic Administ-
ration reported to Congress in 1944 that:
"A greatly expanded foreign trade after the war will be
essential to the maintenance of high production levels
and full employment in this country." (2).
What the foreign trade means to United States was well repre -
sented in a chart and explanations, issued by the State Depart-
ment . in connection with the granting of the loan to Great Bri-
tain. The chart was based on 1937 statistics and the explana-
tion stated that:
"Foreign trade is even more important today to our pros-
perity than it was in 1937, because we built up our pro-
ductive capacity as a part of our war effort. These in-
dustries will need expanding foreign markets to keep them
in full produection". (3).
The chart and explanation show that although only 5,47 of U.S.
national income was derived from exports, the figure was large
in dollar terms (¥ 3,9 billions) and was therefore
"...8ignificant enough for many important United States
industries to make the difference between prosperity and
depression®. (4).
Those exports accounted directly for 2,4 million jobs which is
the equivalent to the total number of persons employed in Min-
nesota, Nebraska, Kansas, and Oklahoma. Directly and indirectly
those exports supported approx.7 million Americans which is the
total population of Naine, Connecticut, Virginia, and Florida.(5).

(1) Stead, op.cit.p.228 :
(2) quoted in THE ECONOMIC JQURNAL,Vol.55,N°.217,April 1945,p.39

(3) Department of State Publication 2595 ,Commercial “olicy Se-
ries 91'p02.

(4) Ibid.,p.l.
(5) Ibid.,p.l.
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Nachine tools and locomotive industries need foreign markets
to keep their production in something nearing full production.
Cotton, tobacco and many other products also need foreign mar-
kets. The strict rationing of some commodities during the war
was attributed also not only to war shortages but to the cut-
ting off the foreign sources of supply of many commodities the
average American uses daily. As Professor Condliffe remarks:
"In his daily life, the average American rolls on Java-
nese:rubber, in an authomobile strengthened by Chinese
tungsten, and incorporating over 180 meterials many of
which come from outside the United States. The telephone
system he uses is built with chromium from Rhodesia, co-
balt from the Congo, nickel from Canada, antimony from
China, tin from Malaya, rubber from the Fast Indies, silk
from Japan, varnish from New Zeeland, Kaouri gum and Chi-
nese tung oil, carnauba wax from Brazil, Manila hemp from
the Philippines, jute from India, shellae from Siam...
It is an illusion to believe that we can isolate oursel-
ves from them".(1).
And while the war has brought an amazing amount of substitutes
for many of the above listed commodities, it is still more pro=-
fitaeble to rely upon importing them and to use manpower and re-
sources in other directione where they are liable to bring more
good to the country and its inhabitants. It ie in fact the pre-
occupation of every American whether he is aware of it or not.
As Summer Welles put it in an address before the National Fore-
ign Trade Convention in New York (1941):
"... every citizen of the United States, while perhaps in-
dividually only indirectly concerned, is nevertheless vi-
tally affected by our foreign commerce. The Prosperity of
our country, the level of employment, the best interests
of labour and of the consumer, and the living standards
of our people depend to a very great extend upon the con-
dition of our foreign trade. We are all of us concerned
even more deeply because the creation of conditions fa-

(1) condliffe, op.cit. p.227.
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vourable to peaceful and profitable trade between nations
is one of the cornerstones of the enduring peace which we
80 earnestly hope may be constructed in the place of the
social wreckage and economic. ruin which will inevitably
result from the present war". (1).
In those statements and in similar ones, the prevailing Ameri-
can opinion was expressed and it was therefore no wonder that
American plans unanimously rejected isolation realising well the
importance of foreign trade to United States.

AHERICAN TRADE AIKS

There was a general agreement on what should be the goals of
American trade policy after the war. A Canadian observer, Louis
Rg@sminsky, has listed the American objectives as being:

a) the maintenance of non-discrimination in world trade

b) mocre liberal trade

¢) larger export to combat unemployment. (2).
These objectives seem to be concentrated on the export drive
only and do not take into account some.other problems likely to
be faced by America in its world trade. A better set of those
objectives is therefore supplied by another authority and it
seems to be fully respondent to American needs and to current
American trends. lLeonora Herrick, formerly of U.S. Employment
Service listed the problems in the following way:

a) reduction of trade barriers

b) stabilisation of exchange rates

¢) the problem of surpluses .(3).
Of those problems the greatest attention was paid to the reduc—
tion of trade barriers and making the world trade more liberal.
Basing its aims on past experience, America understood at last
the importance of both doing away with restriective tariffs and
of giving a lead to such & policy. Said Sumner Welles in one of
his adresses:

"The basic conception is that your government is determi-

(1) welles, op.cit. pp. 16-17
(2) The Economie Journal, Vol.LV,N°©,.218-219
(3) Current History, Vel.8.N°.45.May 45
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ned to move toward the creation of conditions under which
restrictive and unconscionable tariffs, preferences and
discriminations are things of the past; under which no na-
tion should seek to benefit itself at the expense of ano-
ther; and under which destructive trade warfare shall be
replaced by cooperation for the welfare of all nations".(1).
It was known that the State Department favoured this kind of
policy and that it would pursue it, but with due respect to the
American internal political requirements, a reservation which
weakened abroad the full effect of such a poliey. The American
trade aims, which have been presented in the form of the Ameri-
cen Trade Proposals (2) have been elaborated at an earlier date
and were released on many occasions so that the outside world
might have had a clear picture of what America's aime are. The
language of the Trade Proposals was already discernible in Se-
cretary Cordell Hull's statement as long ago as 1944.
"Excessive trade barriers of the many different kinde must
be reduced, and practices which impose injuries on others
and divert trade from its natural economie course must be
avoided. Fqually plain is the need for making national
currencies once more freely exchangeable for each other
at stable rates of exchangej; for a system of financial
relations so devised that materials can be produced and
ways may be found of moving them where there are markets
created by human need; for machinery through which capi-
tal may-for the development of world's resources and for
the stabilisation of economic activity-move on equitable
terms from financially stronger to financially weaker
countries". (3).
Those were the American aims and we shall see how they have

been further elaborated both by Government agencies and by pri-
vate economists.

(1) Quoted by New York Times, Oct.8,1941,p.14
(2) discussed above

(3) quoted in Current History, Vol.6,N°.33,p.424.
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FOREIGN TRADE PROBIEMS IN AKERICA
Problems like tariff reductions or international commodity agree-
ments may touch the American economic life even more than they
touch the economy of other countries but they cannot be called
purely American problems and will not be examined under this
heading. In this sub-chapter we propose therefore to deal exclu-
sively with problems which though involving other couniries are
specifically problems to be solved by American action and Ameri-
can decisions such as the Qquestion of the supply and distribu~
tion of dollars or the question of American imports.
A new era for Americen economy has arrived with the Second #dorld
Wwar. Leaving for good the "debtor stage" America has entered the
"oreditor stage" on an unparalleled level and has assumed, more
or less explicitly, obligations towards the rest of the world
in various economic fields in which she was endowed with virtu-
al leadership. '"hese new obligations involved huge amounts of
resources and manpower and to administer them was necessary to.
use the experience of the past to avoid mistakes in the future,
We shall start with the crucial question of rational supply of
dollars because :
"Although numerous salutary lessons are to be drawn from
the experience of the past, the conclusion that emerges
most emphatically...is the fundamental impottance of main-
taining conditions conducive to a more stable and ample
flow of dollars in our transactions with other countries".(1).
A careful examination of the international dealings of the Uni-
ted “tates during the inter-war period made by U.S5. Department
of Commerce and puvlished in the volume Tl: UNITED UTATEC IN
THE WORLD ECONONY shows beyond any doubt that the American at-
titude towards the supply of dollars and the supply itself had
a major influence on the economic life of the entire world.
It is something to be thought over when we find that a great
world depression with its epicenter in the United States has

(1) w.c.Taylor, Under Secretary of Commerce in the foreword
to The United States In The World Emonomy,reprinted by
HNME0, 1044, PV,
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followed the abrupt curtailment of United States' lending to fo-
reign countries in 1928 and 1929. Indeed the authors of the sur-
vey list two main sources for the instability and disturbance in
the international dealings of United States:

"l.The extraordinary amplitude of fluctuations in domestiec
economiec life, with concemitant variations in our purcha-
ses of foreign goods and services; and 2. the erratic be-
haviour of capital movemente, reflecting the sudden shifts
of American interest in foreign investments and the flue-
tuating preferences of foreigners for American securities
and dellar talances". (1).

It wae now recognised in the United States that those main sour—
cés cof disturbances must be properly dealt with if the plans
formulated by the country to improve the international flow of
goods.and services are not to remain in the planning stage fo-
rever.

"A world economic structure organised on the basis of equal

treatment and with large scope for free enterprise cannot

be maintained in the face of such reduetions in the supply
of dollars as have occured in our international transac-

tions in the past". (2).

It was obvious, and British leaders were first to speak clearly
and unmistakably in thie tone, that if the supply of dollars will
not be adequate, a careful selection of the dollar expenditure
iteme would be orgenised, that these expenditure will be kept
within possibly small limite and that trade with countries with
whom preferential bilateral arrangements can be made, will be
encouraged on the highest level. Fven the American official a-
gency understood that:

"..sunlese dollars are maede available with greater regula—
rity than in the past it would be both unjust and unwise
to demand the removal of restraints and controls largely
designed to protect the internal economies. of other coun-
tries against external shock and pressure". (3).

(1) Ipid. p. 12
(2) Ivid. p. 13.
(3) Ibid.,p.13.
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It was also understood that a better-organised flow of dollars
will prevent disturbances in monetary policies and monetary res-
trictions on a great scale.,

The question which faces us now is whether the foreign dollar
requirements will be of really great magnitude after the war
ends end in the subsequent years. The answer was & straight
"YEG".
"The war will leave a legacy of human want and misery that
can be alleviated only through vast aspplies of food, clo=-
thing, medicines and other necessities". (1).
To this one must add the complete destruction of productive
equipment and resources of a number of countries and of far-rea-
ching destruction in other countries. Through the concentration
of war effort and lack of depreciation and repairs, a good deal
of equipment will be found in a state unfit for production. Uni=-
ted States with its vastly expanded and totally undestroyed eco-
nomic capacity is foremost in the line of suppliers and with the
demands for higher standard of living throughout the world, with
cries for industrialisation and with the need to bring up, the
level of living in backward countries, there is a virtual assu-
rance that American goods and services will be in a heavy demand.
Feconomic expansion will doubtless prevail and:
"The strength of foreign demand for this country's indus-
trial products in times of economic expansion was demon-
strated in the prosperity of the twenties, and within the
limits set by the available supply of dollar exchange, was
again manifested during the upswing which reached a peak
in 1937". (2).

The problem is then how to arrange for a well-organised supply
of dollars to other countries. Once more the need arises for
consulting the past experience and
"Past experience clearly indicates that the greatest con-
tribution toward a large and stable flow in the supply of
dollars-indeed, an indispensable one-lies in the mainte-
nance of a high level of nationsl income and preduction

(1) 1bid. p. 13
(2) Ibid. p. 14
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in the United States". (1).
This is so simple that it needs almost no explanation. If Ameri-
ca achieves stable conditions of high standard of living, she
will import more and more from abroad, the Americans will tra-
vel and spend money abroad, will send larger and more often re-
mittances abroad and would be more interested in the develop-
ment of other courntries. But the fault in the past lies in the
unsuccesful attemyhto have large dollar receipts against a small
volume of payments. Yet the United States economic policy has at
least twice committed this blunder by sharply increasing tariffs
while she demanded at.the same time the repayment of war debts
and promoting exports.

This brings us to the vital problem: the United States nust ime
port and must import more than it did at any previous time if

it wishes to avoid disturbances in its economic policies both
within and outside the country. Of course, the United States can
ghut itself off the world and in the thirties it tried %o do so
with sowe degree of temporary success but there is no defensive
weapon against depression in other countries penetrating into
United States.

An American writer discussing this need for imports has compared
the present United States position to the British position at
the time of Cladstone when Britain had to choose between giving
up her foreign markets or admitting forelgners to 3ritish mar-
kets. (2). Dut the situation was not 2s easy in America, Ameri-
can importe have been alﬁf}s hampered by two features: by the
abnormally high tariff value deeply rooted in the minds of many
Americans and by the superior efficiency of the American indust=-
ry, a fact which could not be contradicted and which was not the
fruit of chauvinistic trends. How America proposed to change the
existing tariff regulations will be discussed when we come %0
tariffs, but here it is highly relevant to state that a great
ﬁart of American public opinion, the more intelligent part one

(1) Ibid- [ p.14--
(2) Torpats, op.cit.,p.177
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may add, has at last understood that large imports and buying
foreign products is as necessary for American well-being as the
support to be given to this or to that industry. Mr.Philip D.Reed,
head of the American Commercial Delegation in London is quoted
as saying that:

",,.we have come a long way in recognising our responsibi-

1ity in world trade and in realising the necessity of in-

creasing imports if we are to increase our exports".(1).
On July 28,1945 the New York weekly THE NATION discussing the
Bretton Woods agreement remarked that thie is an opportunity to
restore the international trade by methods compatible with Ame-
rican ideals but emphasised the importance of imports to Ameri-
can economy. The paper wrote:

"ye say an orportunity; bat it is perfectly true that the

opportunity can be lost unless the Bretton Woods program
is supplemented by agreements which will enable the trading
nations to balance their international accounts at a high
level. If this is to be achieved, America must not merely
eall upon other nations 10O abandon discrimination and lo-
wer their trade barriersj it must reduce its own likewise.
¥ventually, it must be prepared not merely %o import as
much as it exports but more, SO as to ve able to accept
payments of interrst and principal on the loans it makes.
A country cannot be both &n international creditor &nd a
net exporter of goods unless it wants to lose its shirt and
bankrupt its debtors. " (2).
ihis kind of thinking was at last accepted in America and ground
was prepared for a campaign to stimulate imports and world travel
by Americans. The problem was challenging but it was important.
jrote william McChesney Martin, Jr., the Chairman of the Export
~import Bank of Washington:
nphe third respect of the rehabilitation effort, the neces—
sity for repayment on the long-term dollar crediis, poses

one of the most challenging problems this country has been
called to face. if we are ever to be repaid for these cre-

dits, it will Dbe essentiel for the American people =sooner

(1). auoted in Free #orld,Vol. 10j No.63 December 1945, T«T9.
(2). The Netion, July 28, 1945.
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or later to accept a commodity import surplus as normal
and proper.” (1).

And further
"It is the opinion of the Board of the Bank that, if the
broad effort to revive dorld trade and re-establish multi-
lateral traling system succeeds, all the countries to
which we have made emergency reconstruction loans should
have no difficulty repaying the loans." (2).

This should not be however constructed as meaning that imporis
are & solution in themselves &na that it is dough to iwport not-
withstanding some other aspects of this procesz of importing
shich rust be ulso exuminé%ed and in soume instznces changed. The
American survey, to which we repeatedly refer, points out that
while attracting a growing voluue of purchases under expansionist
economy, the American imports ere mainl; raw materials and semi-
-manufactered goods varying closely with the course of industrial
production and show no tendency to rise faster than the domestic
production activities. But the reference %o foondstuffs whose pos—
gibilities are dezcribed as being "still more narrowl, circum-
seribed" (3) is in our cpinion too pessimistic and is not taking
into account the zreat achievement of nutrition experts like Sir
John Boyd Orr who pointed out that the American level of nutri-
tion iz still inadequate... iy 45 true that the trend to achieve
self-sufficiency has been remarkable also in the United States
and that various synthetic products and substitutes are ceing
used; but the ineresse in totel vilue of American lmports may be
caused by hizher prices of raw met=risals. The generzlication
that purchascs fall at higher prices is not valid with respect
to the “nited States' imports hecause they
",..conoiat chie?ly of primary goods or partially fabrica-
tei materials, shich are largely noncompetitive, and for
whichr the 4demand is tied 4o the course of industrial pro-
duction. A decrezze in foreign prices...has little or no
atimulative effect on nited States imports, with minor
exceptions, and only results in a fall in the totel value

(1). Eastern Times (Beirut), February 20, 1947.
(2). Tbhid., p.l.
(3). U.S8. in World Economy, op. cit., p. 15.
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of our purchases... On the other hand, a rise in prices of
United States imports has little retarding effects on our
purchases but rather contributes to an increase in total
value.® (1).
This is a highly cons=oling feature and it will be strengthened
by the American decision to participate more actively, and even
to lead occasionally, in international organisations, whether
United fations or Bretton Woods. This participation, together
with huge outlays on reconstruction and rehabilitation needs is
comforting to a great extent.
It must not be, however, forgotten that while imports will be in-
creased, the trend in the expansion of exports may be stronger.
The American export plans were considerably developed and were
aiming at huge quantities of goods. They had according to Mr A.T.
Sumberg, former Staff Feonomist in the Department of State, to
serve three national objectives:
"], to help fulfill the nation's obligations as a military
and one of the main keepers of world peacej
2. to meet U,5. responsabilities as one of the leading in-
ternational suppliers of goodsj and
3. to provide maximum support to the achievement of full
employment under a vigorous aystem of private enterpri-
se." (2).
The Department of Commerce predicted the need for annual exports
of goods to amount to six or seven billion dollars (3) but the
figure was estimated by independent observers as ridiculously low.

#hile hopes for importis equalling in the long-run exporis were
not very strong, it is possible thgt other channels of distribu-
ting dollars abroad may yleld the required difference. One of tho-
se channels seems to be definitively lost. Before the war foreign
vessels carried 63% of American imports and exports and the grea-—
ter part of American tourists but the newly-acquired American mer-
chant fleet suggests that thenet payments on this account will be
abolished and perhaps even replaced by an excess of receipt. (4)
{1). 1bid., p.15. 3 . 3 .
(2). Harvard Business Review, Vol.23, No.2. #inter 1945, p.160.
(3). Brockway, op.cit., p.55.

(4). U.S. in World Economy, op.cit., p.16.
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Great hopes are being pinned on travel especially with the deve-
lopment of air-travel facilities and 1t.is very probable that
this field may serve as a good basis for supplying dollars to fo-
reigners. On the other hand the American survey treats pessimisti-
cally the gquestion of personal remfttancea by Americans to rela-
tives and friends abroad which it said was showing already befo-
re the war a marked decline becsuse of sharp fall in immigration
numbers and weakening of ties with mother countries.
"Under these conditions, little more than a slight and short
-run increase in such outpayments is to be expected after
the war". (1).
A large outflow of dollars and goods at the end of the war is ex-
pected in connection with relief and rehabilitation activities.
"This contribution will be in the form of direct material
assistance rendered by the United States in meeting the
vast burden of relief and rehabilitation in the war-torn
areas of Furope and Asia. The materials required for this
purpose must come chiefly from countries with large and un—
‘impaited productive capacity and available stocks, among
which the United States will be preeminent". (2).
And it is understood that some countries will not be in position
to pay fcr those goods while others may be in position to pay on-
ly part of the costs.

All those methods of supplying dollars are laudable and should be
promoted but there is one more method or to be accurate a set of
methods. Mr Percy W. Bidwell in his article "Controlling trade
after the war" states frankly that:

"Today...many economists as they work on plans for recon-
structing the world economy when this war is over, are fo-
cusing their attention on methods of developing industrial-
1y backward areas. They relegate trade policy %o the back-
ground. In their view the expansion of world trade is to be
stimulated directly through.capital investment rather than
indirectly through removing thes obstacles to igporting and
exporting." (3).

(1) e Ibido '] pol?-
(2). Ibid., p.17.
(3). Foreign Affairs, Vol.21l.No.2, January 1943, p.297.
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In all the calculations made for the future American balance of
payments, the position occupied by foreign lending and invest-
ments abroad was considerable. Discussing the dollar requirements
of foreign consumers to purchase in U.S.A., Milo Perkins states
the probable imports at $6 billion, services at ¢2 billion and
foreign investments at $2-3 billion. (1). Figures might have va-
ried in this or in that direction but the desirability of foreign
investment was hardly questioned except for some embittered re~
presentatives of the banking world who still remembered the los-
ses brought to them by their own faults in lending abroad during
the inter-war period. Foreign investument, according to Condliffe,
is desirable because it may:

a/ occupy the expanded capacity of great industrial coun-

tries,

b/ raise consumption levels and purchasing power in new

areas, and

e/ can contribute to restoration of the freer flow of in-

ternational trade. (2).
The eminent “anadian economist, MNr Rasminsky, remarked also from
his neutral point of view that America must engage itself in lar-
ge investment activities abroad. In an article on"Anglo—American
Trade Prospects”" he writes inter alia:

"ps large foreign investment programme by this country is
the only basis on which it is possible to reconcile the
British necessity of large exports to pay for imports with
the American desire for large exports to provide employment.
The gains of such a programme would have to be measured in
terms of the employment provided while the capital export
was taking place and the long-term benefits of the increa-—
se in the world's productive eapacity and political sta—
pility, rather than in the traditional terms of the inte-

. rest earned on the money invested.
Those views were shared by the authorities and the official sur-
vey remarks that:

"In view of our high standard of living and enormous capa-=
city for saving, it is both natural and logical that Ame-

(1). The Atlantic, September 1945, P. 55
(2). Condliffe, op.cit., p. 167.
(3). The Economic Journal, Vol.LV. No.218-219, p.177.
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ricen capital should resume investuent activity abroad on
a large scale enough to sustain thie country's export tra-
de and concurrently support reconstruction and develop~-
ment programs in foreign countries."(1l).
America has made attempts to invest large sums after the First
World War while she lent on long-term in 1919 a mere $371,000,000,
her 1928 lending exceeded one billion dollars. In 1919 she in-
vested in foreign enterprise $94,000,000 but in 1929 this figure
jumped to more than half a billion. As a result her long-term
capital placed abroad rose from 6,5 billion in 1919 to more than
15 billion in 1930 and though the unfortunate thirties reduced
this sum, it amounted in 1939 still to over ten billion dollars.
(2). But as this was the really first Americen experience in this
field, she has made mistakes of a very costly nature, There was
neither an official policy to manage this lending and to advise
the capitalists and there was not a sufficient supply of expe-
ri-nced people and the unacrupulous investment houses, attracted
by abnormal profits,did little to examine the financiul position
of their clients and mude an extremely poor choice of invesiments
ri-ks. As & result:

",..the outflow of American capital behaved in an erratic
fashion, rising to a beak in the first half of 1926 and
falling sharply thereafter." (3).

Other results included many bankruptcies and world-wide moneta-
ry and trade disturbances as well as the inherent fear of Ameri-
can bankers of investing and lending to the foreign countries.

The bad effects of this experience continued their dapaging ac-
tivities until the advent of Lend-Lease and the understanding
that America is entering now the "mature creditor stage". A great
sign of it was the establishment of an Export-Import Bank to fi-
nance, or to arrange the financing of trade with other nations.
This government agency scrutinised requesats for loans with great
care (some critics claimed that the care was %00 great) and had
the cooperation of Congress which by the ¥xport-Import Bank Act
{ncreased the lending authority of the Bank fivefold (to 3,500

(1). The U.S, in the #orld Economy, op. cit., p.19
(2). Brockway, op.cit., P.2G.

(3). The U.3. in the yorld %conomy, op. e¢it., p.19.
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million), removed the prohibition on loans by the Bank to coun=-
tries in default of their obligations to U.S.A., and transferred
the management of the Bank from a part-time Board of Trustees to
a full time Board of nirectors. The fundamental purpose of the
Pank es laid down by Congress and quoted by the Bank's Chairman
is ‘the aid in
nthe financing and facilitating of exports and imports and
the exchange of commodities between the United States..
and any foreign country or the agencies of national the-
reof."(1).
The Pank has been very helpful in promoting these aims and had
entered into committments for general reconstruction purposes
totalling $2,065 million. (2).
Moreover, the United Utates has joined with other American re-
publice in setting up an Inter-American Development commission
to arrange the supply of capital for promising industrial pro-
jects in Latin America and has played a greatl part in establi-
ehing the Bretton woods organisations through which she can al-
so supply the needy countries with dollars, To avoid the mista-
kes and . the bankruptcies of the past it is necessary that
", ..investment programs be formulated on & comprehensive
and long-range basis and executed at a reasonably regular
rate and in a manner that will both strengthen the econo-
mic and social structure of the borrowing country and pro-
vide reasonable returns and adequate safeguards %o the in-
veator." (3).
The official publication of the Department of Commerce is also
on record as favouring direct investments rather than investments
in foreign dollar bonds. In times of depression the direct invea-
tpents are subject to variable returns in the currency of the ca-
pital-importing country and they allegedly muake a more positive
contribution to the development of the capital-importing countries.
The new trend is to invest in joint companies with some capital
provided by native capitalists and with management left partly
in the hand of local people. This method provides less apparent

(1). Easterr Times (Beirut), February 20, 1947.
(2). Ibid.,

(3). The U.8. in the World Economy, op.cit., p.19.
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fear of foreign economic dominatien and attracts less discrimina-
tive taxes, and it was and is used frequently by the American
businessmen. The process of investment is until now rather slow
though important investments are e.g. scheduled to take place in
0oil-bearing territories.

50 much for the methods of supplying dollars %o foreigners, the
mo3t important single question facing the United States in 1its
attempt to increase world trade and its own exports. Two reser-
vations must be made to the problem 88 presented above. The first
concerns the picture in the trensition period following closely
the end of the war.

"Phe real heart of she immediate pPOBL—War problems..will

pe not so much an initisl general leck of purchasing po-

wer but & relative abundznce of sccumulated dollar re-

gerves and the strength of demand, both domestic and fo-

reign, in the face of a continued though temporary shor-

tuge of things;goods and poussibly also ships." (1).
The only solution is some sort of rationing for the duration of
the scarcity. The pioture in the transition period is different
because of the relief and rehabilitation outlays as well as re-
mittances to relatives.'ghn foreign short-term apsets accumula-
ted in the United States also ’amounted to more than 26,5 billion
though their distribution was very peculiar as shown on the table
below:

JUX ® 1942. (in millions of dollarsa)

Group of countries Gold, deposits etc.
inemy countries 184
Enemy-occupied countries 2,494

Other blocked countries 1,823
American Republics 927

All other countries . 1,119

Total 64547 (2).

If suddenly released, those as5eis can create inflation enough
to endanger the whole structure of American economy and:
"jays should therefore be found for preventing this accu-

(1). Ibid., p.22.
(2). Ibid., p.23.
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mulated buying power from being dissipated in a surge of
competitive bidding and for assuring rather that it prov
vide a more gradual and continued support to internatio-
nal transactions generally."(1).

The second danger to the supply, of dollars was the misuse of dol-
lars on the side of fofeigners. Under Secretary of Commerce Tay—
lor wrote that :

"This was notably true of the behaviour of foreign capital,
which was especially attracted %o the United States in
time of distress and unrest abroad and of economic expan-
sion in this country. Such shifts of capital, which went
largely into apeculative stock-market transactions and
short-term balances, were of 1ittle or no benefit to this
country and did positive damage to other countries. Un=—
less brought under control in the future, capital move-
ments of this nature might readily nullify other efforts
to attain greater stability in international transactions
end would decrease the amount of dollars available to
foreigners for purchases of American goods and services."

(2).

PORFIGY TRADE PROBLENM OF GREAT BRITAIN.

In marked contrast to the United States, British dependence on
foreign trade 18 exceedingly strong. It may be said that this
dependence is almost unigue in its character and streggth and
while the Americans have to export because they want a high stan- '
dard of living and less unemployment, the éritish have to export
in order to live - as their popular slogan rightly claimed du-
ring the war, Britain depends on imports for supplying her needs
in foodstuffs, in raw materials and partly also in important
services. The average import content of all goods and services
consumed or invested in Britain in 1938 was about 20 per cent.
(3). And the situation Britain faces now was not better but still
worse. In such a case it was impossible for Gt.Britain to think
of returning to the previous gituation and there was felt a mar-

rod—

(12. Ibide, pe23.
2

€

. Ibid., p.VI. .
. Beveridge, op. cit., p.214 (footnote).
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kxed necessity for concluding such arrangements after the war that
will
", ..permit the revival of international trade on the widest
possible basis. We shall hope to see the development of a
system of international exchange in which the trading of
goods and services will be the central feature...let ne
one suppose that we, for our part, intend to return to the
chaos of the old world".(l).

Britain has in fact undergone such changes in the course of the
war that it was impossible to plan on the basis of the past. In
1938 she needed to export only £ 560 million worth of goods (in-
oluding.re—exports) to pay for £ 940 million worth of necessary
imports. For every £ 1 imported only 12 sh. were to be exported
while the remaining 8 sh. were paid in dividend warrants on over-
seas investments, in shipping, banking and marketing services.(2).
The net annual value of British imports just before the Second
§orld Wer was on the average for the three years 1936-8 £ 866
pillions after deducting £ 66 millions for re-exported goods.(3).
In general terms this is how they were paid for:

in £ millions

Exports (execluding re~exports) 478
Earnings from shipping services 105
Earnings from financial gervices 40
Earnings on foreign investments 203
826
gales of foreign assets & borrowing 40
866 (4)

If the value of the £ 100 millions or so of raw materials re-
exported after manufacturing is excluded from imports and exports

(1) Eden gquoted in Contemporary Review, August 1941, p.95
(2) Hobson,0; in Britain To-Day, November 1946, N°.127, p.16
(3) Beveridge,op.cit.,p.212

(4) Ibid.,p.212
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alike, this is how imports of about £ 770 millions were paid for:

Per cent
¥isible exports 49.3
Invisible exports 45 .5
Disinvestment 5.2

100.0 (1)

The situation has now changed and changed it has in the less ple-
asant direction for Great Britain., While the need for importe
stayed on the same level and even taking into account the full
employment policy it was wise to envisage an increase in the a-
mount to be spent on raw-materials, the means of payment for the
imports have diminished to a striking degree, 1If we look at the
table on the preceeding page and see how British imports were
paid for in the past, we can £ind that the present British posi-
tion would make it absolutely impossible to maintain the same
proportion of revenues as was the case in the pre-war period. To
begin with exports these have shrunk as a result of diverting
all production to the munition front and of leaving a bare 2 per
cent of labor-force to cover the export needs. In the third quar-
ter of 1945 .the exports were only 46.27% of the volume of 1938
exports.(2).
Next comes the revenue from shipping services. Britain was lo-
sing its shipping on the seven seas as a result of the enemy
action while her new shipbuilding was largely subordinated to
the war needs. On the other hand the terrifie developmen® of A-
merican merchant fleet brought up the perspective of American
competition, of loss of shipping revenue not only from the Uni-
ted States but also from other countries which will hereafter
use the American bottoms for transport of their goods. Beveridge
remarks that:

nsome talk as if most or the whole of £ 105 millions of

earning from shipping services would disappear". (3).
The financial services from which Britain derived some 40 mil-
lion pounds were also %0 be curtailed. Remarks lenry Clay in his

(1) 1bid.,p.212.
(2) Cmd.7046 ,HMSO,p.11
(3) Beveridge,op.cit.,p.213
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article on "Britain's declining role in world trade":
"London may be larger than ever, and the center of larger
transactions; but these will be predominantly domestic
transactions. The characteristiec functions of the interna-
tional London-acceptance and bill booking, foreign exchan-
ge, the issue and marketing of overseas loans-will have.
shrunk to a small fraction of ite total aotivities".(1).
There remain foreign investments. But Britain has waged a costly
war and especially before the help of Lend-Lease was supplied to
her, she was compelled to liquidate a great part of her overseas
investmente whieh provided before the war £ 203 millions annua-
lly. Come people were quoted by Beveridge as doubting whether
anything will remain from this revenue in the future.(2).But
¥r.N.Kaldor assumed that some £ 100-120 million of net income
from foreign investments will be atill obtainable after the war
(3) though in his later contribution to Sir #illiam's book he
puts this income at only £ 60 millions at pre-war prices and 110
millions at the approximate post-war prices.(4). At any rate the
reduction is striking though its full effect was less harmful to
Great Britain because she has in some instances created foreign
debts instead of selling her foreign investments and was at the
end of 1945 allegedly still in possession of foreign assets
amounting to £ 3,000 million. (5). But this does not help to
conclude that her position was now exceedingly difficult and
that her only hope was the big increase in exports to obtain
means for payment of imports. Her general contribution %o the
problem of tariffs and other facilities for increased world tra-—
de are discussed under these headings and here we will limit
ourselves to the presentation of the problem of British exports
and the reorganisation of British industry so as to bring it to
the state when it will be in position to supply the needs of
British export programme.

(1) Foreign Affairs, Vol.24,N°.3.,p.427

{2) Beveridge,op.cit.,p.213 .
(3) Economic Journal, July-September 1943 ,p.262
(4) Beveridge, op.cit.,p.372.

(5) Walter Hill in Revue Socialiste,1947.
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As we see therefore, exports became the central problem of Bri-
tish foreign trade. Sykes writes in this connection:
"It is certsin that we can only live a miserably straite~
ned existence without a great and flourishing import tra-
de. And a great import trade cannot be maintained without
exports. One of the reasons of the financial criesis of
1929=1932 was the fact that we were forced by labour tro-
ublees to pay for our imports in cash instead of by goods. .
Such a policy is bound in the long run %o end in bakruptey.
That is the justification for the insistence of Lord Keynes
and others on the necessity of exports". (1).
Besides one has to remember the striking effect of Sir william's
finding that the British exports have the leadership in time,
into and out of depression, that means that the depression starts
with industries dependent largely upon exports and ends in those
{ndustries first.(2).

The need for solution of the export problem was 80 unusual and
so important that the solutions in form of export programmes
occupied plenty of space in British post-war planning. The nece-
ssity of finding an unorthodox solution was also accepted by many
planners.Mr.E.F,Schumacher suggests the following lines for Bri-
tish export policy:
A) the abolition of "traditional" solutions
B) international agreements "which go far beyond anything
that has so far been officially brought forward",
¢) if this proves impossible, need for increasing self-
sufficiency, for bilateral and regional agreements
D) a policy of full employment at home will help the
export programme. (3).
sir William Beveridge has also supported the idea that trade
should be based on a multilateral basis but if this proves im—
possible, regional blocks should be formed or in the case of re-
peated failure, bilateral agreements are the only remaining so-
lution. Herbert Morrison's programme for exports comprises:

(1) Sykes, op.cit.,p.l4
(2) Beveridge, op.cit.,pp.294-5,
(3) Schumacher,f.F,,Export Policy and Full Employment ,1943 ,p.3.
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"g factual examination, industry by industry, of resources
and weaknesses, assets and difficulties, potential foreign
markets and the means to serve them...a greatly improved
consular services...an extensive programme of commercial
and technical education..." (1).
as well as the state's right to interfere and to help whenever
necessary and a partnership relations between the State and in—-
dustry.(2).
out of those and other plans two sub-problems stand clear. Wrat
is the specifie program and possibilities for Britieh exporte,
and what shall the industry do to help in the execution of this
programme.
The estimates of how great should be the poet-war exporte of
Great Britain varied considerably. Hobson e.g. estimates that
with prices almos?t doubled Great Britain will have to export al-
most three times as much as she did in pre—war period. Other es-
timates were generally lower and it wee assumed that an increase
will be required of about 50-757 over the 1238 level. Sykes re-
porte that:
"Tt has been estimated that %0 maintain our old standard
of living, and to balance our trading account, we mnust
ingrease our pre-war export figures by at least £ 350 mil-
lion". (3).
Though the figures seemed to be quite fantastie to some econo-
mists, Beverilidge remarks that:
"On any alternative, the quantity of exporis required is
well within the capacity of the British industrial system".(4)
Granting the will of British people to rebuild their industries
and their exports, the whole attempt was not as difficult as it
seemed to be at first glance though the obstacles remained still
powerful and the way ahead was a hard one. Sykes quotes TRUTH
as summing up the position in those words:

(1) Morrieon, op.cit.,pp.215-7.
(2).1bid. ;

(3) Sykes,op.cit.,ped.

(4) Beveridge,op.cit.,p.214.
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nmhe recovery of Great Britain in the export market must
depend primarily upon the superiority of quality in work-
manship, advance in design, reliability in bargaining, ho-
nesty in dealing, and skill in sheer salesmanship". (1).

The accent on craftmanship was particulerly accurate. The high
rates of wages ruling in England were not a positive faetor for
the production of large masses of cheap goods and the British
reputation for excellence in craftmanship could be profitably
used in stimulating their exporis. They were known for high -
grade articles whieh lasted for a longer time than the large-
scale production articles though this should not be construed
as an argument against modernisation and improvements in the
British industry. The British intended to give a high priority
to production for exports. It was suggested that:
"The maximam number of export licences should be granted.
The more factories manufacturing for exports and the lar-
ger the number of orders slready on the books the better.
Overseas orders should not be allowed to impede the war
effort; but neither should war demands, once they are ade-
quately met, be permitted %o delay the all-important swing-
over to peace production. The period immediately following
the last war afforded a dramatic illustration of the diffi-
culty of effecting this swing-over in great industries li-
ke steel. We should at least profit by the experience and
take steps in time %o minimise the difficulties".(2).
But this British willingness %o export was not the only factor
as the willingness on the side of others must have been found to
conclude the transactions. liere i1t is relevant to state that the
British were prepared in case their trade with countries other
than British Empire fails, to concentrate on British Empire.
Lord Bennett is quoted a= claiming that:
"If we cannot deal-with the other three-quarters of the
world's population on adequate terms, then we should su-

(1) Sykes, op.cit.,p.b.
(2) Ibid., p.l2.



rely be able to find a sheltered market for ourselves

within the other quarter represented by the British Em~

pire". (1).
The problem was not as easy &s Lord Bennett thought it to be be~
cau3e some countries of the British Empire sucoeeded in develo-
ping a strong preference for trade with the United ctates but
then the first part of ILord Bennet'se sentence seemed also to be
an exaggerated pessimistic view. There were signs that Russia
and China may become important outlets for British goods and
there were promising openings in Latin America. The opportuni-
ties open to British goods were well presented in one example
concerning the market for British goods in the United States and
reviewed in the August (1946) issue of THE FINANCIAL REVINW OF
QEVIE4S . The review concerns & pooklet published by the American
Chamber of Commerce in London and written by Mr.F.E. Daniels of

the U.S. Tariff Commission. The study is concerned with long-run
prospects for U.S. imports with particular reference to United
Kingdom products at a time when the arrears of world demand for
goods will already be satisfied that means somewhat araund 1950's.
This study envisages American imports at a rate of £ 1,225,000,000
a year assuming a rise of 757 in America's national income since
1939 and a 50/ cut in U.S.tariff rates. The tariff cute are esti-
mated to increase the imports by one-third the remaining being
the merit of higher national income. If these estimates are rea-
lised, American imports will be some 2,5 times the pre-war total
(2) but British exporters should benefit even more since Ameri-
can imports of British goods consist mainly of high-class and
even luxury products.
"Tt is suggested, indeed, that the prospects of shipping
such products as high-class cotton manufactures, woolens,
jute, rayons and pottery, are far more expansive than most
British traders would predict".(3).
Detailed estimates of the effect on individual groups of U.S.

(1) Ibid.,p.28.
(2) in terms of sterling
(3) Pinancial Review of Reviews, August 1946 ,p.2.
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imports are set out in tebles and point out that the items in
which the British exporters held a key position or a virtual
monopoly will bve greatly affected by the expected post-war in-
crease.
"The most signigicant estimates are those for cottons and
woollens, which are expected to show increases of more
than 7007 and 9007 respectively. Measured in sterling, the
increases would be still zreater owing to the depreciation
of the pound since 1939".(1).
These estimates based on official U.", calculations present un-
doubtedly a very encouraging picture and the review states fur-
ther that:
"Tt seems safe to assume...that if exports to the American
rarket show =0 great an expansion, big improvemente should
also occur in other merkets-such as the British Dominions-
which prefer high quality goods®™. (2).

But thie big programme of exports requires one thing more besi-
dee fresh and expanded markets. I% requires e reorganised indust-
ry fully able to back the export plans and the British Govern-
ment told the people bluntly that while it will not spare any
efforts liable to improve the situation on the international
platform
",..it is with industry tha% the responsibility and ini-
tiative must rest for making the most of their opportuni-
ties to recover their export markete and to find fresh
outlets for their products. In the interest of the whole
national economy, our export industries must be resilient
and flexible; and in the period immediately after the end
0of the war their claims for raw materials,labour and fao-
tory space freed from war purposes must have a high prio-
rity".(3).

Thie priority is justified by the committments made during war-
time and these commuitments are to a great extend dependent on

(1) Ibid.,p.3.
(2) Ibid.,p.3.
(3).Cmd.6527,0p.cit.,p.5.
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industry. S9ir George Schuster lists those commitments as follows:
"e) to provide higher standards for workers in produective
industry-better pay, shorter hours, holidays with pay,
ete.
b) to give family allowances and higher payments to tho-
se who are too old to work or disabled or unemployed
¢) to carry out an enormous programme of housing and town
re-planning
d) to support greater numbers at higher standerdes in non-
productive occupations
e) to allocate a greater part of our manpower and resour-
ces for making arwmements and maintaining larger and
better paid armed forces
f) possibly, to subsidise agricultural production
g) to produce goods to pay for essential imports which
were formerly paid for by ircome from foreign invest-
ments and services
n) to find means to repay enormous debts on current ac-
count which we -hall owe to various countries...
i) to support a generous pelicy of Colonial development
which again means the supply of goods, mainly cepital
goods". (1).
But the execution of those commitments is impos=ible with the
present state of efficiency and productivity in British industry.
In 1935 while output per head was in Great Britain 100, it was
in Germeny 101=107 and in the United “tates 229-253. (2). Por
this reason:
"Po maintain and improve our standard of living there must
be steady progress in the efficiency of our industry ase
a whole".(3).
The Government has promised to industry various kind of faeili-
ties and special means to foster development of industrial re-
search, and to facilitate the modernisation of plant, machinery

(1) The Fortnightly, September 1944, N° 933, New Series,p.133
(2) Harvard Business Review, Vol.22,N°.2,¥inter 1944,p.129
(3) Cmd.6527,0p«cit.,p:5.



and buildings and promised additionally that:
"The means of promoting industrial efficiency will be kept
under conatant review-other proposals to this end are al-
ready under examination-and the Government will continue
from time to time to report their conclusions or present
their proposals to Parliament on this subject”. (1).
There was a far-going agreement on the necessity to make sub-
stantial reforms in the organisation and working methods of Bri-
tish industry and the industrialists were generaslly reported as
having a favourable attitude towards the new plans and new needs
and promised to do their best to attain a highly flexible level
and structure since
"Above all things in shaping our post—war industrial sys-
tem, we must aim at making it flexible and adaptable".(?).
There was a reason for thinking that the British people will
overcome their difficulties with courage and sacrifice of the
kind they have shown during the war.

MONETARY PROBLENMS AND BRETTON 40005 CONFERINCE
fie have seen unmistakably in the foregoing chapters that both
Great Britain and the United 5tates are facing serious monetary
problems to arise with the end of the war. The nited States
will have to solve two main problems: the supply of dollars and
their proper use, the question which brought so much harm to A=

merican economy, and the question of planned foreign investment
also necessary to maintain American economic 1life in the proper
shape. The greatest monetary problem of Great Britain was <o
find adequate money means to cover the differences in the balan-
ce of payments. It was therefore natural that the major plans
of solving woridhs monetary diseases originated in United King-
dom and in the United States though :

"As has hapoened =0 often in the history of ideas, a bril-

liant concept was developed simultaneously and indepen-

dently in different parts of the world". (3).

(1) Ivbid, p.5.

(2) Hobson in The Imperial Review, Vol.XII.,N°.1ll, November 30,
1945 . P-521.

(3) Cmd. 6597, op.cit. p.10.




The dependence of foreisn trade upon stable and well-panaged mo-
netary policies, esspecially as they affect the rates of exchange,
is too obvious to be discussed here. (1). It is sufficient to
state that there was a widespread agreement that these gqueations
must be solved if the 3o important flood of goods and services
is to follow in any direction. This agreeuent and tbe more im—
portant consequences of this agreement were %o a very #reat
extent based on the inter-wer experience. (2). Freely fluctua-
ting exchanges increased the risk connected with internstional
trade and limited its quantitative fizures. Fxchange fluctua-
tione were used for adjusting balance of payments of sometimes
chronically depressed countries and resulted in costly, wasteful
and disturbing shifts of labour. They created speculation and
the sense of instability. (3). It is Zood for a country when it
can arrange for gold rezerves Or reserves in foreign exchange
or for credits to be implemented at the time of depression but
few, if eny, countries can afford such a luxury and the reasons
for disturbances in their means of payment may be often absolu-
tely independent of the country's econonic policy ( e.g. British
coal strike in 1926 or Japanese earthguake of 1923). "he need
arises therefore for sound machinery to cure these disturbances
in “he interrnational exchange of goods and services and since
these disturbances are of in‘ternational character and interna-
tional influence

",,,there iz in fact, no other practicsl means of aitai-

ning a truly international monetary policy than through

international cooperation". (4).
Mr.".V.8ernstein,Aast.director of the Division of “onetary Re-
search, . .Treasury Department, discussing this common inter-
national monetary policy, has arrived at the conclusion that ite
objectives

", ..should be to establish a pattern of international pay-

(1) T™he author was regretfully forced to omit much of the alre-
.~ ady collected material to enabtle other chapters and sub-chap-
ters to be adegquately developed.

(2) Por excellent study see League of Nationsa' Intern.Currency
Experience, 1944

(3) Ibid.,p.210-211.
(4) Bernstein, Z.M.in American Fconomic Review,Vol.34,N°.4.

December 1944, p.172.



ments that will facilitate expansion of international tra-
de and maintenance of adeguate international investment and
that will permit each country to take constructive measu-
res tc secure a high level of employment, rising standards
of living, and the progressive development of its economy”(1).
It has to be pointed out that some attenmpts to realise those ob-
jectives were already nade in the inter-war period. There was a
Tripartite Agreement of 19306 betwezn JTnited “tates, Great Brita-
in and Prance, sach country agreeing not to permit a naterial al-
teration in the value of its currency with regpect to the two
others. There was a Bank for International Cettlements (est.1930)
which, however, registered a failure because its struclure was
too rigidly tied %o 20ld and Great Britain and United States
went off the internal gold standard. Those failures, costly as
they have been, contributed nevertheless to a better understan-
ding of monetary policies and of their practical working and the
planners of the Second vorld jar could aim at avoidance of mieta-
xes whieh proved to be damaging 1o the economic health.
There were two plans of paramount importance and a number of
spaller plans which provided useful improvements in the "great"
plens and in the final agreeument. Britain contriputed the 30—
called Keynes ~lan for an international clearing union with no
initial contributions, wsith a new unit called "Bancor" snd with
some features which 1t muat be sald, took into account the de—
pressed British position likely to be even worgened after the
end of hostilities. America has produced tne fhite 2lar, One
specifically looking after American interests providing also for
an international structure with initial assets of ¥ 5 billion
and with a new unit called "ynitas" corresponding to the zold
value of ¥ 10. There was also a canadian plan called Ilsley ?lan
which was a compromise between the two above mentioned plans.
Oon August 19, 1943 the United States Treasury made public a Te-
vision of the previous White Plan and put into the new text so-
me of the valuable suggestions made by experts of some 30 United
Fations. This revised text still showed determination %o stick
to gold as a basis for atabilising foreign exchange rather than

(1) Ibid., p.771.



the emphasis on pre-war volume of foreign trade of countries in-
volved as proposed by Keynes. In October 1943, the United States
Treasury published a plan to establish a bank for reconstruction
~nd development, based partly on the American Reconstruction Fi-
nance Corporation. Among smaller plans the most outstanding was
the one of Professor Williams who wanted to base the new organi-
sation on. "key currencies" which meant currencies of leading .
countries.

While everybody realised that those plans have a great importan-
ce for the future of foreign trade of their respective countries,
the recepiion accoried them was far from enthuaisstic. In the U=
nited Kingdom the fears were popular that the new scheme would

be used for impoverishing Britain permanently and for lismantling
the British lead in international trade at the time when Britain
is so dependent upon the foreign trade. FMears were also expressed
that to link Britain with famously unstable American economy
would mean to sccept a part of the economic shock which will un-
doubtedly come upon America. American fears sere almost exactly
the reverse. There it was feared that the whole scheme would ser-
ve to revive Briiish might at American expense and to create a
dengerous competitor in international trade. The rather unfortu-
nate exnperience America had in foreign lending influenced people
to think that the tiwe has come again wvhen Auerica will lose its
assets abroad. There was the fear of excessive cuarity such as
the warning issuesd by ¥r.dilbert 7ard, Vicepresident of the Ne-
tional 0ity Bank of New York, who addressing the National Asso=-
ciation of Credit Men, told them that:

"...if you are going to set up a bank you should zet up an
organisation to finance transactions which in the end will
liquidate themselves." (1).

And he added that e.gz. rehabilitation loans do no% necessarily

meet this requiremaent.

Finally a conference was called to take place in Bretton Woods
in July, 1944. The task of the conference was greatly facilite=
ted since
",..at a relatively early stage in the preliminary dis-
cussions there was found to be general ggreement on ma=

(1), quoted in Current History,Vol.7, N0.36,p.85.
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jor points of priviple. These ma jor ;oints of principle...

to be three in nuwber: Pirst, that an exchange rete in its

very nature is a two-ended thing, 2nd that changes in ex-
change rate3 are therefore properly matters of internatio-
nal concernj second, that the'peaoe and prosperity of all
will be served by countries agreeing not only to avolid com=
petitive dzvaluations of their currencies, but also exchan-
ge rastricticns on thelr current international transactions
and bllateralist cur:zency practices of a discriainatory
naturej ani finally, that meanz wust be founa to incr:=ase
the international liquidity oi all countries, to give them
asaurance that temporary deficits in thelr international
balences of payments can ve wet without resortiang either

to deflationery measures which reduce real incone and em—

ployment at home...or alternatively anti-=oclal meusures,

such as excessive tariffs and other important restrictions.”

(1).

This was in essence what tle Bretton #oods conference hss accom
plished. For our purpose it will be szufficient to know tne purpo-
ses and policies of the Internationsl lLonetary fund witaout dls-
cus3ing or even mentioning the technical decisiosns concerning o-
perstions of the Tund or the procedure of voting on its board be-
ing quite r-levant.
Theze purposes and policics were g2 follows:

"1, To promnste internation:l monetary cCOOpeYaTion...

2. To facilitate the expansion ani oalanced growth of in-
ternational traile and to contripbute in thi= way to the
mointenance of a high level of cumgployment and real in-
come, wsaich must b2 a primary objective of economic po=
liecy.

3. To zive confidence to member countries by making Tund's
resources available to them under adejuate safeguards,
thus giving members time to correct maladjuetments...
without resorting to measures destructive of natioral
or international prosperity.

4. To promote exchange stability... and to avoid competi-
tive exchange depreciation.

(1)« Cmd.6597, op.cit., p.1l.
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5. To assist the establishement of multilateral payments
facilities on current transactions among member coun-—

tries and the elimination of foreign exchange restric-
tions which hamper the growth of world trade.
6. To shorten the periods and lessen the degree of dese-

quilibrium in the international balance of payments

of member countries." (1).
Those policies and aims were to be paursued by the newly-created
machinery of the International Fund and International Bank. The-
re were safeguards and reservations inevitable when an agreeuent
is the product of mutual concessions ana occasional bargsining
of not necessarily economic character. But the Lretton #oods a-
greement was, if properly enacted and carried out, a considerable
help to international trade, which is after all our interest in
this chapter. It could not and did not aim at automatic abolition
of problems of such paramount importance as scarcity of dollars
but at least it could help to avert temporary disturbances in tra-
de. The agreement and the machinery it created were, of course,
dependent upon many outside factors. Like the sociul security
schemes they could not act properly without a fair level of em-
ployment in the member countries. rhey were further dependent u-
pon the political situation of the world and upon the good will
of tne wost important country, the United States. But whatever
its'aefects, the agrcement has shown that the obatacles can be
overcom-d and that monetary policies and stability arenopt only

necessary but very probably also atteinable. Sacrifices may bg
needed, as they are needed elsewhere, but they will probsbliy be
cheancr than the eventual repercursions of another grave crisis

in internutionsl trade.

ANGLO=-ANESRICAT DOS™=WAR COOPFRATION.

The neceasity for preserving Anglo-American coaperation in the
obvious %o the more intelligent and less bia-
untries. In the period which was to

post-war period was
ged planners in both unese CO _
follow the end of hostilities, America needed large outiets for
services and throughout the inter-war pe-
rent of British Empire,

meny of her goous and
riod Great Britain, not to mention the

(1). Cmd.6519,4M%0,1944,J0in% o tetement by Experts on the Establish=
ment of an International Monectary Fund.,Ped.
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proved to be the best client of United States. Says sn official
American publication:

"Many raw-material and industrial producers in this coun-
try would suffer directly from a collapse in British tre-
de."(1).

Qut of the United States exports not less than 17% went in 1938
to the United Kingdom. American cotton and tobacco growers find
Britain to be a leading market for their products as do also the
producers of fruits, pork and lard. (2). But there is one reason
more why America is interested in cooperation with United King-
dom.

"A gtrong and prosperous Britain is essential to expanding
world trade". (3).

Indeed Britain is the largest importing country in the world and
many countries depend wholly or mainly upon the British market.
America has large plansﬁheveloping the world trade but then the
British position is of such a significance in the world trade
that no measure or action can count on success without active
British cooperation. The State Department's pamphlet remarks
that:

wIf Britain were unable to buy-and sell-in world markets,
our hopes of an expanding world trade would be dim in-
deed." (4).

On the other side Britain needs the United Ytates' cooperation
too. Britain needs the above mentioned and other United States-
made products and rad materials to keep production and employ-
ment levels and to pay for necessary imports by means of goods
produced out of those materials. She has to cooperate with United
States now the greatest world producer if she wishes to convince
other countries to 1ift the existing barriers to trade. She needs
dollars to pay where sterling is no more accepted as means of pay-
ment.

While mutual advsntages are inherent in the Anglo-American coo-
peration, the war has shown that the cooperation is in spite of
all difficulties still within the realm of possibility. There

TI). Internatlional Trade and the British Loan,Dept.of State publi-
cation 2595,Commerc.Policy Series. 91,P.2.
§3 » Ibid. 1 P2
‘ L] Ibidc ] p024
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was cooperation on the shipping pool and on the raw resources pool
and it is remarked that:

"The Anglo-American Control Board has worked well and suc-
cessfully and should certainly be in some form maintai-
ned."” (1).

The difficulties in the way of this cooperation were of course
considerable. A large body of Americans were brought up on the
traditions of American Revolution and still cherished, more or
less openly, a grievance against Britain, People in America fea-
red British imperialism, British socialism and British cleverness
and were sure they are going to be taken in by the British. John
chamberlain in his article in Yale Review writes on this subject
as follows:

"Heading British publications these days, one is not at all
certain that Anglo-American economic affairs are going to
run smoothly after the peace is achieved. For even the most
conservative British weeklies, to say nothing of cartel-
secking business men and the Leftist Lagki-ites, are thin-
king in terms of a controlled economy, with the State pla-
ying a major role in export and import decisions. A speech
by Eric Johnston, President of the American Chamber of Com-
merce and a book by E.H. Carr of the London Times...exist
in wholly different worlds of diseqQurse. If Britain and
America are to get on in the world of the future, either
the cartel idea or the psychology behind the Sherman Anti
-Trust Act must go by the board. For one State-controlled
economy provokes another, and if England chooses the road
of state capitalism, we will have to beat her out of it or
to join her." (2).

”he greatest British opposition against cooperation with America
saa built on the fear that such a close link will be harmful at
the moment when the unstable American economy would register a
failure.

But dispite those obstacles, indications were available of the
forthcoming collaboration between these two countries. Mr Yohns—
ton, quoted above, has advocated even a"marriage" between British
and American capital and it was known that the proposal has the

(1). Sykes, op.cit., p.27.
(2). quoted in Yale Review, Vol. 34,No.2 December 1944.
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support of Mr Churchill. The three questions of greatest impor-
tance to the collaboration were put by Mr Johnston in his fare-
well letter to Sir Alan Anderson. These were: the tariff barriers,
the currency stabilisation and fundamental provision of capital
needed for development and lastly, controls and international
commerce regulations. Here Britain has accepted the Art.VII of
Lend-Lease and has wholeheartedly endorsed the American Trade
Proposals but the first and important proof of Americen wish %o
collaborate with Britain came at the time of the discussion over
the loan to Britain.
This loan which was to be a practical proof of the existing col-
leboration was finally passed desplite strong opposition in both
countries and shows that the road for close ecoperation once ope-
ned during the war,was still open and that was not the least of
the war economic achievements. The gquestion was simple. Britain
needed dollars to spend on food and ras materials in America and
in countries using dollar as the currency of foreign trade. The
victorious but costly war has depleted British resources of dol-
lars and Britain looked now in the direction of America for help.
fne majority of Americans understood that the help must be exten-
ded., It was a two-way affair and

"S85¢h (countries) stand to benefit from the loan, and both

have responsibilities under it." (1).
On the purely financial side the interest to be paid by the Bri-
tish amount to $2,200,000,000. But the financial obligation is
much less important than the currency &nd trade advantages in
the long-run. Under the terms of the loan, Britdin has made spe-
cific committments to 1ift war-time exchange controls within the
sterling area. Under those terme the dollar-pool of the sterling
area is to be ab@dlished within one year and the dollar receipts
of its members will be freely disposable. #o longer will dollars
be available only for essential goods not to be obtained in the
sterling area. America will profit and Britain also does from
the loan and this procedure of mutual advantages is the best
guarantee of the permanency of collaboration. As the State De-
partment s pamphlet concludes:

"The loan to Britain is thus the enabling device which

sets the two greatest trading nations of the world - the

(1). Intern.Trade and the British Loan, op.cit., p.5.
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two nationa whose currencies are wmost widely used to fin-
ance the trade of many othner nations - upon the path of
economic cooperation. It has been called the cornerstone
of the economic structure of peace.” (1).

QPPOSITION TO INTIRNATIONAL TRADL AGREEMVNTS .,

The fact that 20 much was said for the planned international
agreements to promote a larger and better sorld trade should
not be, however, understocd as meaning unanimous approach to
this question. In fact, both in Great Britain and in the Uni-
ted States there were voices, and sometimes even strong ones,
opposing the very jdea of international agreements and calling
on their respective governments to carry on & separate policy
of its own. It was obvious that any agreement will have to Dpe
based on compromise and it was moreover clear that such a com—
promise is most likely to hit hard the United States in the ta-
riff wall and the British in thelr Britisn Empire preferences,
(2). Prom the protagonists of tariffs in United States and Im=—
perial preferences in Britain came therefore voices of warning
and opposition against the attempted regulation of foreign tra-
de on international platform. Besides both countries feaured that
they are not up to the level of the others in outwitting their
partner2 in the new scheme and that they may becone for this
reason the vietim of tne agreement. On this account the British
were therefore accused of plotting against the agreements and
an attempt was made to convince the American public that while
the United States ie working devotedly to the cause of a better
trade, the British are doing the contrery. Howard S.Ellis re-
ported this fect in 8 following charscteristic passage:

",..,.the most important organs of business in Great Britain,
shi.le calling for international cooperation, proceed to
the advocacy of measures directly antagonistic to this
end: the Pederation of British Industries to a system of
bilateral trade and the Association of British Chambers
of Commerce to the complete organisation and control of

(1). Ibid., P.10.
(2). Arne, op.cit., p.7-8.
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foreign trade on trade assocliation lines."(1).
fhese feaurs were strengthened by some facts as those stated in El-
1is' passuge and e.g. the resolutions adopted by some important
vrade conferences. And thus the London conference of the Federa-
tion of Chambers of Commerce of the Sritvish Empire, meeting as la-
te as October 1945, put on record that the delegates were emphati-
cally in favour of maintained Imperial Preferences. The British
Fmpire - they said- is very closely bound wiuu that @ystem and in
their opinion the economic stability of a quarter of the entire
world's population is and must be of vital importance to the rest.
(2). But in the United S tates forces were on work to prevent a
far-reaching reduction of tariffs and that at the time when Uni-
ted States were so outspokenly demanding such & reduction from
other countries. One authority warned earnestly against promoting
internztional controls of trade since

",..it would seeu extremely unwise for the United States to
promote a system of international controls which is bound
to increcse the value of our imports more than the value
of our exporta.” (3).

The author could not probably place the right value on stability
which could be achieved by those controls and still valued only
+he sheer volume of the tride, & policy, 10 8&ay delicately, not
endowed with foresight.

There wa3 also some opposition on the account of diminished effi-
ciency of trade likely to arise from such ajreemenis.

"the greatest risk to bte run in any system of planned inter-
national traie, however, is the risk that it may yuickly
lose toush with any test of cconomic efficiency. The ten-
dency is to freeze production and trade in treir present
patterns and to allot quotas on the vasis of past produc-
tion."

To this it may be replied that the agreements should not provide

frozen and unchangeable quotas for long periods and that with ade~
quate statistical and production data every current need might be
eaﬁily satisfied. But the existence of this opposition shows that

1;. in Post-iar Economic Problems, op. cit., p. 346 )
2). reported in -mier_I_a% Eev!eu, Vol.XII.No.1ll.Kov.30, 1945.p.523.
3). ¥ason,E.5. in Economic econs truction, op.cit., p.231.

4). Condliffe, op.c tey P T
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the battle for the world trade was still raging and that care
must be exercised to prevent these pessimistic opinions from in-

fluencing the public in the wrong way.
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CHEAPTER IV, PO3T-#AR SITUATION.

A. United ftates,

The guestion which is considered in this chapter is whether war-ti-
me planning had any effects on the structure and approach to current
economic problems after the Allied victory. But the question facing
us in this particular sub-chapter is whether the United States did
profit by the war-time lesson and experience and whether slogans and
plans which were so dear to everybody at the time of wer, survived
in any form after the war was won.

The firat reply to this question iz a atraight "yes". One may dispu-
te the extent to which the projects and planning survived, one may
argue that many of them were simply forgotten, but the truth is that
the coatly lesson was not without result. Let us take for example
the problem of employment which as we have seen was becoming more: and
more discussed. There was no way to avoid the solution being applied,
however mild it was, and the new approach had to stay. The original
Vurray-Wagner Bill of 1945 made little progress but its successors,
also of Wagner make, were more successful, The original Bill was op-
posed not on the grounds of whether it was necessary to fight unem-
ployment on which everybody agreed, but on the crucial question of
the extent of Governmental intervention. Professor Hansen remarks
that:

"The House of Representatives has indicated by a large vote
thet it is not sympathetic with the Federal Government's as—
guming, as a major aim and responsibility, the maintenance
of full employment. While the Murray ¥ull Fmployment Bill,
somewhat watered down, passed the Cenate by & large majority,
it was rejected in the House. Instead the House passed its
own version of a Job Bill which, however, was unacceptable
to most supporters of the Murray Bil1l." (1).

Yet even Congress had to yield to the voice of public opinion. Few
people predicted that Congress would pase the Bretton Woods propo-
sals and fewer people envisaged granting the President powers to

cut tariff rates to a mere 257 of the Smoot-Hawley schedules, but

(1). Hansen, A.H., America's role in the world economy, 1946 ,p.XIV.
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those proposals have obtained overhelming ma jorities. (1).

The great fear that the United “tates would refuse participation in
the world's reconstruction process, that it would be afraid of rebuil-
ding industry and trade which may become its potential competitor was
also not proved by deeds. After realising that the most industrialised
countries are United States' best consumers (United Kingdom, Canada
ete.), the American legislators were less reluctant to grant impor-
tant contributions to the rebuilding of the world's economy. $3.75
billion were loaned to Great Britain, lending faoilitiea of Import-
Export Benk were increased to $3.5 billion while &6 wero contributed
to the Bretton Woods establishment

The problem of employment was also not forgotten. The opponents of

the original Murray Bill were asked to formulate their objections

and a piece of compromis legisletion was finally built up. The new
bill known as the Employment Act of 1946 had an outstandingly warm
welcome and was passed in the House of Representatives by a vote of
320 to 84 and in the Senate by a unanimous vote. In signing the Act,
President Truman commented inter alia:

"In enacting this legislation, the Congress and the Presldent
are responding to an overwhelming demand of the people. The
legialation gives expression to a deep-sected desire for a
conscious and positive attack upon the ever recurring pro-
blems of mass unemployment and ruinous depression...”he I
ployment Act of 1946 1is not the end of the road, but rather
the beginning. It is a coumitment by the Government to the
people - a commitment to take any and all of the measures
for & healthy econony, one that provides opportunities for
those able, willing, and seeking to work. Wwe shall all try
to honour that commitment." (2).

The new Act was, however, strongly attacked and it was alleged that
its contents were nothing but & compromise going even fuxrther than
the already compromisory original Murray Bill of 1945. To this 1%
was answered officially that the measure is

", ..8 well-balanced and carefully drawn pilece of legi~lation.
Although frequently referred to as a "much watered-down ver-

il;. Ibid., Pretrace.
2 )

irst nnua Report to the President by Council of Economic
vis 4049 Pe 3
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sion" of the original proposal, it is in fact a broad ena-
bling msct of great flexibility as well as vigour. I% is far
from being a meaningless verbal compromise.” (1).
It is true that the Aot was carefully drawn since in ite very decla-
ration of policy it contained elements 1iable to satisfy many diffe-
rent taastes.

"phe Congress hereby declares that it is the continuing poli-
oy and responsibility of the Federal Government to use all
practicable means consistent with it3 needs and obligations
and other essential considerations of national policy, with
the asanistance and cooperation of industiry, agriculture, la-
bour and State and local governmenis, 0 coordinate and uti-
lise all it3 plans, functions and resoarces for the purpose
of creating and maintaining, in a manner calculated to foster
and promote free competitive enterprise and the general wel-
fare, conditions under which there will be efforded useful
employment opportunities, including self-employment for tho-
se able, willing, and seeking to work, and to promote maxi-
mum employment, procuciion, and purchasing power." (2).

Nevertheleas the Act contained two very useful snd promizing fes tu-
res. It establioned the council of zogonomic advisers to the presi-
dent &nd a Joint congressional committee to debate and discuss the
economic report which the President was obliged to send to the con=-
gress., This was obviously in accordance with war experience when
people were tuken into sonfidence sni were allowed to foliow -nd to
discuss the most iamportant governmental measures and propoaed laws.
"he Act was based on the claim that the people can themselves ba-
lance the position under the conditione of laissez-faire and that
some sort of "automatic harmony" can be attained and will result in
full cmployment. The Theory was called "American demncracy's doc-
trine of mutusl adjustment™ (3) and it is atill to be seen whether
{ts actual work will be better than in the past.

"hat such close attention wae nevertheleas paid to employment pro-
blems waes even more striking becsu=e the factual situation in the
country was excellent and employment was as high as never in the

TI). Ibid., p. 3.
(2). ivid., p. 22.
(3)' Ibid-. P 14.
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past., Besides the obvious and expected features of the boom, others
have been neglected by economists and planners. Relaxed from the
strain of war people turned %o vacations, to holiday resorts, to
ahopping luxuries. The boom was everywhere though the planners were
afraid it might be absent in some jndustries or sectors of national
economy. And moreover the black market was a contribution to larger
outlays and spending.(l). In 1946 the U.S. retail sales reached a
record of § 96 billion. $ 105 billion was paid in wages and sala-
ries and net corporate profits totaled an estimated $ 12 billion,
some 207 more than in 1944. The nation's gross national product was
614 higher than in any other peace-time year though some 3}0=35%
must be deducted on the account of higher prices.(2). During 1946
employment approached 58 million persons which is 10 million more
than in 1940. The unemployment was lower than 2 million persons of
whom not less than 700,000 were very recently discharged veterans.
Time observed that:

",..the fact that the Chicago Tribune a%t the year's end was

carrying some 70 columns of help-wanted ads daily gave proof

that jobs were still going begging."(3).
The 2 million unemployed were the best that could be achieved. In
his Economic Report to the Congress President Truman regarded it as:

", ..probably close to the minimum unavoidable in a free eco-
nomy of great mobility such as ours". (4).
Less than a year and a half after VJ-Day, more than 10 millions
of former soldiere and other millions of war-time workers have
found employment in what the President calls:
", ..the swiftest and most gigantic change-over that any na-
tion has ever made from war %o peace".(5).
But the situation was not as fortunate as it should have been. The
transition period has been accorded less place in planning and sub-
sequently
",,.The year and a half since the end of active fighting have

(1) Fortune,June 1946
(2) Time,January 13,1947,p.32
(3) Ibid.,p.33

(4) The Economic Report of the President to Congress,January 8,1947.
U.S5. Governmen rint 0 ce, P.i.

(5) Ibid.p.1l.



-179-

been marked by anything but smooth transition to peaceful
and economically efficient conditions of business-including
the relationship of private enterprises to the agencies of
government. #e stand at the moment in a situation of misunder-
standing and tension among the indispensable parties to our
total economic life..." (1).
To the question where are the glorious benefits which the plain
man has associated with full employment, the Time had an answer
ready.
"The answer was that full employment was only half the pri-
zej the other half was full production®.(2).
But production, however great, was not at its peak in relation to
the present plant and manpower resources. "resident's Report sta—
ted that:
"Bottlenecks, shortages of materials and components, labour-
management disputes, and other reconversion difficulties have
had their retarding influence".(}).
There were fundamental weaknesses in the post-war economic situa-
tion in U.%.A., and they had to be corrected if an early recession
was to be avoided. Chief among those weaknesses was the marked de-
cline in the real purchasing power of the ma jority of population,
caused meinly by strong increase in prices. Maximum production and
high rate of employment will cause an ever increasing amount of
goods to reach markets but lower purchasing power may result in
those goodes remaining on shelves.
The second weakness is the weakening of the investment activities
which especially in the field of housing was caused by high prices.
#ith the Government withdrawing its colossal expenditure, the pla-
ce was occupied to some extent by States' expenditure but the
American emphasis on private initiative requires that the inves-
tor should be given a high anticipated gain because otherwise he
would withdraw from the investment market.

(1) 2resident's Advisers' Report,op.cit.,p.19
(2). Time, op.cit.p.33
(3) President's Report,op.cit.p.l.



- 18-

Labour-management strife was also a weakness of paramount importan-
ce and was accorded much attention in Presidential and other report.
Tt intensified shortages and while creating uncertainities about
costas, reduced outlays on new investment and depreciation.
#ith the government expenditures reduced, business expenditure and
consumer's expenditure were called %o do a greater work than pre-
viously. The response was not wholly satisfactory. Business expen-
ditures increased but it wes rather due %o higher prices and the
same epplied to consumer expenditures. In fact
"Consumer incomes rose less than expenditures and actually
declined in real terms". (1).
mhies was a dark cloud on future prospects, one which as 1t was
shown, employment plans did not appreciate sufficiently.

#hat did the United “tates learn about foreign trade? It seeme that
1t has learned quite a lot. The most important contribution war-
time planning has made, and it seems that the contribution was to
be followed by permanent influence, was the appreciation of impor-
tance of foreign trade to the United States and appreciation of
the necessity to import from abroad. The Advertising Council, Inc.
cooperating with the carnezie ¥ndowment for International Teace,
with the National Planning Association and with a host of other
important organisations has decided to carry on an extensive pro-
paganda for world trade and world travel. At its first meeting
the Council issued a declaration stating:
"Business, labour and Government leaders agree that a sound,
belanced and greatly expanded world trade is America's hope
for the future. The time to start bullding this world trade
is now, and the first step is %o create a vigilant, infor-
med public opinion on this subject.
The overall goal of this campaign is to take world trade
out of the realm of international economists, and bring it
down to the man in the street. It is to make Americans con-
scious of world trade as a vital force in their personal
lives™. (2).

(1) Ibid.p.8 .
(2) Time,¥arch 3,1947,p.
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The Council decided to propagate the importance of increased world

trade, to show the TTnited “tvates consumers that world trade must

be reciprocal and that consequently the United States must import

and that world travel is likewise important.

The people were told that:
"Useful importe...surely are better payments for our loans
and exports than more gold buried at *ort Knox. Imports create
Jobe. This year, more than 4 million Americans will earn over
a billion dollars in wages through our international trade.
Importe enable other countries to continue buying from us.
Already other countries buy close to 10 billion dollars' worth
of U.%, goode a year...35¢ of our cotton, 257 of our tobacco,
257 of our lubricating oil, 157 of our farm implements”.(1).

President Truman added that:

) "Intense demand of foreign countries for goode available only
or chiefly in this country hae been one of the factors asccoun-
ting for a high level of employment, production and purcha-
8ing power in the United “tates during 1946 . Our receipts
from the sales of goods and servicees abroad have recently
been running at a rate of about 15 billion dollars a year,
compared with only 4 billion dollars prior to the war".(Z).

But the United “tates did not yeat act reciproedcally in 1u46.
The adverse balance some countries had asith the United “tates made
them almost dry of cash with which to purchase in the United “ta-
tes. And so President Truman warned his country that :
"In the long run we can sell to other countries only if we
are willing to buy from them or %o invest our funds abroad.

: Both foreign trade and foreign investment are vital to main-
taining a dynamioc economy in this country. The shortages we
have suffered during the war and are even now experiencing
have proved to us our need for foreign imports. We will con-
tinue to need imports not only to add richness and variety
to our standard of living but also a means of conserving

(1) Ibid.pl"! .
(2) President's Report,op.cit.p.l7
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strategic materials. e do not have to fear so-called foreign

competition when we have maximum production, employment, and

purchasing power". (1).
7"he problem is important and it is relevant o show here the esti-
mates published in the December (1946 ) issue of the Federal Heserve
Bulletin reprinted in the lLondon Economist of January 18,1947. These
concern the estimated international transactions of the United ©ta-
tes in the period from September 1345 0 sugust 1946 in billion of
dollars:

Credits Debits Balance
Goods and services 14 .0 6.7 +7.3
Donations by U.5.A.¢
UNARA 1.5

Lend-lLease 0.6

Qcoupied areas 0.5

Private donations 0.6 3.2 +4.1
U.S.Govt.credits:

¥xp.Imp.Bgnk&Brit.Loan 1.0

Lend-Lease"pipeline"” 1.1

Surplus property credits 0.6 2.7 +1.4
Use of foreign gold and
dollar resources(net) 1.0 +0.4
¥iscellaneous(net) 0.4 . m——
The same source assumes the following gsituation for 1947:
Exports - 11 billion Imports - 6 billion

Imports of newly-mined gold 0.5 and relief contributions 1.0 billion.
The balance still to be filled will amount to 3.5 billion out of
which one billion will go to Great Britain and one billion to Export-
Import Bank. The paper envisages that to £ill the remaining gap

will not be a difficult task especially since overall g0old and dollar
reserves in the hands of foreign authorities are estimated at %19
billions. (§ 11.5 in 1941).

Interest in the foreign balance and the wish to improve ite import
side was the most salutary lesson of the war-time planning in thie
field. Congress has granted the rresident the power to cut the

(1) Ibid.,p.30=31
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smoot-Hawley tariffs to 054 of their original schedules, Lut the
president stated voluntarily thats

"je must not, of course, indulge in indisoriminate reduction

of barriers to imports. “uch a policy is not contemplated”.(1).
This painful statement was aweetened to some extent by the Ameri-
can interest in the International Trade Organisation, still in its
embryo stage. The American President stated that:

"sontinued progress in the formation of the International

Trade Organisation represents the most important step that

we can take to reestablish a high volume of foreign trade on

a sound basis". (2).
nuite recent American moves in granting extensive credits to some
countries have been commonly interpreted as a sign of recognition
that the breaking of the world into trading blocke will have pro-
found political effects liable to endanger the peace. There is no
exaggeration in the assertion that war-time planning has thrown
a new light on these problems and has made it clear that new ways
must be chosen if the path of peace 1s to be followed. Based on
the war-time planning was a policy for the American economy:?

"] .5fficient utilisation of the labour force.

2.vaximum utilisation of productive resourcesj

3 .,Encouragement of free competitive enterprise;

4 .Promoting welfare,health and securitys;

5.Cooperation in jnternational economic relations;

6 .Combatting economic fluctuations.” (3).
on its reslisation depends the whole American future, not only 1its
economic future.

#.Great Britain
The plans and achlevements of Pritish economists during the Second

dorld war came definitely to stay. their importance was great, and
it was due to the wise planning of events ahead that Great Britain

(1) Ibid.p.31
(2) Ivid.p.31
(3) Ivid.p.24



wae saved the wasteful and dangerous effects of unplanned demobi-
lisation. It was moreover important that the British people told
pefore about the outlook for the posi-war, had no great disappoint-
wents and were prepared for the nard work which was inevitable after
+he destruction and changes wrought by war. They knew what was being
expected from them in the field of production and exports and they
knew why it was important to have these gyals attained. “uccessful
war-time planning waz being now applied in time of comparative peace.
Aa the Rconomiec Survey for 1947 points

"rhis system(of economic planning)makes full use of the suc—

cessful war-time experience in managing the nation's economic

resources. Certain peace-time problems, such as control of

palance of payments, can be handled by much the same teghni-

ques a3 were used for allocating our resources of man-power,

paterials and shipping during the war.” (1).
Tn the situation in which the Rritish found themselves, planning
was indeed as necessary as in war-time. They mus% increase their
production, must have shorteges and sacrifices, and as in war are
faced with piles of difficulties.

"rhe central fact of 1947 is that we have not enough resour-

ces to do all that we want to do. We have barely enough %o

do all that we must do". (2).
"he difficulties were many and of varied charaoter. There was this
capital difference between planning in a democracy and in a tota-
litarian atate, where all individual desires and preferences are
subordinated to the “tate's demands. compulsion which could be used
to some extent during war was now out of the guestion. Preedom of
choice was being demanded and had to be accorded to the individual
citizen. There was the need for flexibility:

"In our determination to avoid the waste of unemployment we

must not destroy the essential flexibility of our economic

life.” (3).
There were the special conditions prevailing at the moment in Great
Aritain and many other difficulties in the way of planning. But as
in war-time there was the general will to overcome these difficulties.

(1) EZconomic Zurvey for 1947 ,Cmd. 7046 Ha¥eB404yPeb
(2) Ibid.p.l6
(3) Ibid.p. 5




The full employment policy was, when the war ended, a universally
agreed point in every British programme. It has come %o stay and
most experts endorsed Keynes' view of the necessity that government
must step in to offset the contraction in private spending. A cheap
money policy was to be accepted and extended.

"Cheap money is here to stay. Mr Dalton and the Treasury have
absorbed Lord Keynes' ideas about cheap money in the relation
to full employment, and they mean t0 carry them out...Cheap
money may involve some inflation in spite of official controls,
but it will certainly keep down the interest charge on borro-
wing to finance the re-equipment and modernisation of indug-
try. And that will make a material difference to manufactu-
ring costs snd to Britain'= ability to compete in export mar-
kets". (1).

social Security hes also been asccepted and there is growing convic-
tion thet its cost will not burden the cosis of production and that
it is not only worth while but that it is "g must® to be applied as
soon a= possible. A special ¥inistry was in the end created to deal
with those guestiona.

At the end of the war 427 of the nation's man-power was in the AX-
med Forces or was engaged directly in supplying them. (2). 87 were
providing and maintaining capital equipment while 29 worked produc-
ing exports. Demobilisation was somewhat =slow but it was planned
much better than after the First War, and by the end of 1946 over

4 .25 million persons were demobilised from the forces while $he num-
ber engaged in producing munitions was reduced by over 3.75 million.
In this process the nuuber of unemployed never exceeded 400.000 or
2,57 of the insured population; in fact, outside the Development
Areas unemployment has not exceeded 1.5%.

The situation thus created in the United Kingdom was not one of un-
employment but of shortage of labour since the great goals of pro-
duction demanded an increased supply of man-power. ‘here was both
quantitative and regional maliistribution of labour and ihe WE T (i~
me planning to avoid those things seemed to be still in its planning
~form. For a considerable time the unemployment in Wales was T 5%
while in London and in the ¥idlands it was 1¥ and the number of va-

(1). Pinancial Review of Reviews, June 1346, Pad s
(2). Unless otherwise stated, all figures are from OND.7046, H.M.3.0.
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cancies on the registers of lLabour Exchanges was sufficient to fill
those vacancies. The new gains to civil employment from demobilisa-
tion will be offset by raising school-leaving age and other losses
to the labour force. And with a 1abour force #o scarce the Govern-
ment showed signs of being determined %o put an end to this half a
million unemployed, concentrated =o heavily in the so-called depres—
sed areas.

"Phe Government is taking energetic steps %o remedy this sta-
te of affairs by building new factories, and there is every
reason to hope that unemployment in these areas will be ap-
preciably less a8t the end of 1947 than it is now. But until
the new factoriea have come into full operation, unemployment
in the Development Areas will nevertheless be well avove the
rate in the rest of the country.” (1).

To maintain the labour force and to provide for some urgentily ne-
cessary increases in its figures, the Government made an appeal to
those due to retire to stay in industry for some time more &f well
a3 to women to return or enter industry. It has also decided to use
some imported foreign labour.

There is some reason %0 think thaet the near future will not bdring
any unemployment in the inited Kingdom but the danger of unemploy—
pent may become stroger {f the country is not in a position to ob-
t2in and to pay for raw meterials and food bought abroad, and will
thus be forced to close factories.

This brings us to the question of the foreign trade of the United
Kingdom. Here also it was fortunate 1o heve plans mede ahead and
the public informed about the situation and gaorifices it will be
asked to meke. ¥hen particular priority wss given %o exports at the
coat often of goods pressingly needed at home, the public was pre-
pared to accept this necessary evil and accepted 1t rather calmly
although Sir Ctafford Cripps was compelled %o explain to the House
of Comwone thet there is some deal of misconception because e.g. in
January 1946, 607 of exported goods was composed of those not-ordi-
narily bought or sold in shops at all, while those to which consu-

. wer rationing was applied formed & very negligible percentage among
exports. (2). The balance of psyments though showing a £450 million
deficit in 1846

(1). Cmd.7046, op.cit., p. 27.
(2). The Times, March 1.1946.
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"...has been more favourable than expected. But thie ia lar-
gely because we have been unsble to obtain all the food and
raw meterials that we need. Moreover, during 1946 as a whole,
the rate of expansion of our exportis hss been no more than
enough to balance the rate of expaneion of our imporis. At
the end of 1946, exports were ruanning et 110-115 per gent of
pre-war volumej butl these exports, together with our inviai-
ble exports, were not enough to pay for imports even at 70-
~7% per cent of 1938 volume." (1).

A highly interesting, though only partial, explanction of this in-
aufficiency was provided by some statistical data published in the
Monthly Digest of statistics and quoted in The Leeds Journsl (18~
sued by the Leeds Chamber of commerce) in its May (1946) issue. The
statistice show that the price of impoets in the first two months
of 1946 waa double the price of imports in 1938. It is pointed out
in this comment on released statistics that

"Tn Pebruary tha price of food, drink and tobacco gorrespon=-
ded with the total import value, the price of raw materials
and articles mainly unmanufactured had risen by nearly 1187
compared to 1938, while the price of articles wholly or main-
1y manufactured had risen by 75%. In the case of exports the
rise in price has not been 80 considerable for all goods,
veing 91% more than in 1938. The actual price of exported
articles wholly or mainly manufactured had risen by 927, ma-
de up of an increase of 807 for metal goods, 1397 for texti-
1es and 79% for other goods. There is obviously & need for
careful consideration of future price trends and thelr effect
upon our overseas trade.” (2).

The Gover-ment was helping the export trend as strongly as it pro-
bably c¢ould though eriticiem of Government attitude was abundant.

One of the most interesting schemes was the Government achome of

guarantees for export trade. The scheme aimed at relieving the ex-
porter of certain worries and anxieties in connection with his ex-
port activities and was abundantly developed after the end of war.
Yeyertheless business circles insisted that the Covernment must be
charged with neglecting all the ways liable to lead to improvement

(1). Cmd.7046, op.cit., p. 12.
(2). p. 101.
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in the field of greater productivity and increased exports. The bu-
ginese circles charged specifically that the Government could per-
guade workers (without turning to compulsion as & method) %o enter
those industries where they are most needed, that too much red ta-
pe and form-filling is connected with getting supplies of important
materials and that the government is reluctant to gollaborate clo-
sely with producers and to ask their opinions. On the other hand
there was a conspicuous absence of major strikes in British indue-
try and for a few instances, the situation which was so dungerous
in America, remsined quiet. This waes another of the lessons of the
last war when people were told on many occasions that they must col-
laborate if they want to achieve & higher standard of 1iving or
even meintain the present one. As for the targets for the future,
the Government White Paper stated them as follows:

n1. the export terget of 1407 of the 1938 volume by the end

of the year is of prime importancejy

2. exports to the Western Hemisphere and some Furopean coun=-
tries...for they earn dollars or the equivalent and pay
for our essential 1mporis...

31, close import control must be meintained. ..

4., home production must be increased along lines which con-
tribute to these policiesy agriculture and shipping are
of major importance for this."(1).

And the Governme nt statement warned that 257 of manufacturing ca-
pacity will have to be devoted to producing goods for export. It
gadded that the long-term target is still 1757 of 1938 volume and
thet a further expansion of boih exports and imports munt be envi-
saged. But the country had what was most important: good will and
anoropriate skill to proceed along right lines. A good example of
this was the economie "pudgeting” disclosad in the Turvey for 1947
which was al=0 based On the lesaons ani experience of war planning.

(2).
¢. Anglo-American Plans.

Tt still remains to be seen ahat has happened to plane that were
of common Anglo-American origlin or ahich were predominantly inter-

(1). Cmd,7046, op.cit., 2. 19.
(2)0 Ihido, ppo 6"‘9.
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national. The Fconomic and Social Council has scored little succeas
until the time those lines are being written. (1).
»rofessor Pisher's resmarks wade in 1945 are strikingly accurate. He
wrote:

"...the simple truth remains, as always in such cases, that
the proof of the pudding must be in the eating. Internatio-
pal institutions are in the nature of things the greatures
of the national Governments who give them a start in life,
and tnereafter pay for their upbringing and maintenances
however carefully prepared beforehand, there cen e no abgo-
lute guarantee that they will be allowed to do much useful
work. In the last resort the effectiveness of the ccuncil
will be determined by the gualivy of the persons nominated
by governments to represent tnem there, and by the instruo-
tions given them by thelr governments before and during Coun-
cil's session. It is unrealistic to suppose that Govt. no-
minees will ever be so moved by powerful argnments submitted
to them in Council debets as to vote in favour of resolutions
of which their Governments do not approve, and the contents
of their instructiones will be determined by the lengths to
which their Governments are prepared to g0 in giving a real
meaning to the concept of international collaboretion.” (2).

The Australian motion at Bretton Woods that

"the governments invited to accept the International Nonetlary
Agreement be invited to enter, at the same time, an under-
taking to maintain high levels of employment in their respec-
tive countries®™ (3)

was defested. The “retton Woods agreement though ratified by many
countries has not yet atarted effective operations but promised to
stzert soon ss did the Jorld Bank.

mhe American Trade “roposala endorsed by Great Britain had alsc con-
sidersble attention from many governmentse. Sixty representatives of
the British Commonwealth discussed those proposals on Qectober 11,
1946 and their talks

", . .were characterised throughout by constructive suggestions
end frank statements of various points of view, through which
thera nppeared a wide measure of common purpose.” (4).

&pr 9547, firatv decade of
- Internstional Affairs, October 1945, p.462.
3;3.%597, op.cit., p. 21. ' )

The Leeds Journal, November 1946, p. 222.
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The Preparatory Committee of the International Trade and Employment
Conference met in London four days later and was attended by 17 in-
vited countries with only USSR refusing to join. The Conference it~
self received a Nritish proposal for a sort of international Beve-
ridge Plan for full employment, a proposal particularly concerned
with British fears of the American slump. Reuters Xconomic ¥ditor
wrote on this occasion:

", ..Britain feels and it is known that many other countries

agree, that full employment is an overriding and more impor-

tant condition." (1),
than removing trade barriers. Under the British proposal sach coun-
try will undertake to achieve full employment internslly but will
not chronically export more than it imports. On the international
stage the proposal suggests stabilising farmers' incomes by buffer
stocks, international public worke, harmonising of interest rates
and credit and international loans to countries maintaining imports
during world slumps. Britain suggested elso that a country might
be released from its ITO obligations if its full employment policy
is jeopardised by the failure of other countries to maintain their
purchasing power., It still remaine to be seen the practical effects
of ihis undaubéiy valuable piece of planning which is the Americen
Trade “roposal.

D. 7inal Conclusion.

There waz after all a difference between 1919 and 194b. Yo longer
were people eager to return to the previous status of things and
now they were demanding with 2ll atrength a new and & better world.
A better world it wes underatood is a world where well-being is
predominent and shere feurs of any kind-minimised. The war has
shown then pos«ibvilities and opportunities of a kind which couid
previously be cherished only in fansastic dresms. After this war,
unlike the period after the Pirst #orld Wer, the Governmental and
private plinner h:d the great opportunity of using the immense oa-
pital of projects, plans and discussions on vital economic matters,
that were conztructed during war-time. Not all of those plans were
realised but then nobody exnected them to be realised in extenso.

(1). Palestine Tost, Vol. 21, No.6244.
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Their caief merit lies in the fact that they have opened peoples'
eyes and that they have kept them open. This merit is even greater
because the problems of full employment and social security were
not forgotten entirely in the period when shortages in the supply
of labour were so heavy in at least one of the discussed countries.
This memory of war-time achievements, this popular understanding
of matters which only yesterday belonged to the field of "scienti-
fic economics" - this was undoub%&y the wartime planning's gree-
test achievement.,

As long as the world remains as it atands now, the problems of un-
employment and of foreign trade will be present among us. But un-
employment can be overcome and & better world trade can be attained
$00. The way to attain those goals is not an easy one but few things
are easily attainable. If proper understanding of the problem and
of methods to deal with it is obtainable, if this understanding is
as properly and widely disseminated as possible, then a better li-
fe can be created granting this indispensable and s0 scarce ingre-
dient of everything valuable: granting the good will of everybody
concerned. And concerned we are all...

THE END.
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