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THE DEFINITION OF “INFLATION™

ny -

J. L. CRAIG, M.A., F.REE.

* When T use o word," Humpty Dusmpty ssid in msher a scornfal
tome, "' it means just what I choose it o megn—neithes mose por Jess.”
Through the Leoking Glass, by Lewiz Care'l.

. * Newspaper readers are more interested in cats and dogs than
inflation asd deflation.”

Norman Smith in Weorld's Press News, 31244,

The programme of this Conference includes as its first item * A view
of the inflationary trends, ete” '

Now the Last Mimistor of Finance (1) assured Parliazoont in kis budge-
tary oddress that there was no inflation in Egypt * in the techaical
sense," and the present Minister has also assured tho Chamber of
Depstiea, through a colleagee, that inflation in the sense generally
cmployed by ecomomists does not exist im this country, And the
Finencial Committee of the Sensto has reported that there is no
inflatson in Egypt The Pressdent of the Board of the National Bank
of Egypt has told Lis sharebolders that thero has boen no overcreation

of bank eredit and 50 borrowing by Government to cover a budgetary
deficit and hence no inflation. -

Ja the sometimes amasing answors givea by the members of its Brains
Trust to the posers of the British Broadcasting Corporation, Professor
C.E. M, Jead has earwed the diverting reputation of prefasing his answers
with the plirase” It all depends what you mean by . . . "= But Profosor
Joad is entirely justified, and the caveat is nowhere more meoessary
than in Economics whete copmon things and commen laaguage form
the matter and oquipnsent of what is or hopes to bocome a procaso
scionce of thought., This word * inflation " is a case in point. Before

) h\ st April, 1944,
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wo stars disoussing " inflationary trends " then, it will bo well "to
undesstand clearly what we mean by * inflation " its verb * inflate *
and ndjective * inflationary *,

According to the Shorter Oxford Dictionary, the word inflation comes

from tho Latin werb inflore, to blow up, the participlo of which is
inflatum, blownup. Origisally, in English, the word inflate moant to

< blow out or &1l with wind or gas. We still inflate a motor-car tyre. But

in the nineteenth contury it cama to have a meaning o kwell or oxpamd
artificially or unduly.”  And the prosent writer fenls that this nuaAnce
of artificiality or excessivonem is inhorent in the word. We have
pleaty of words in English which deoote simple increase.  Inoresss
Haelf. mogmentation, expansion, rise. addition, extemsion, with theip
corteponding verbe and adjoctives, are some of them. We gain iy
precision by retaining the shade of meaning of excemiveness, and in
a-d whea an eoonomio definition is offored, wo shall try to retain
o

At the same tieoe we must concode that any wniter or speaker is at

¢ likarty to use Wi ewn definition, provided that ho makes clear o his

readers o andiencn what that definition ix, and that ho always uses it in

Ahee cognate mey " OF — B comstant r — drawing fx i
own definition mm“cmmmwm Aty
Bolore attesspting a defizition, however, we ma it
Wmmmwms.ww&éxmaﬁf
mhmupmm.hocﬂmﬂmuishubnnmﬁmd £ th
wtiur‘sonubnq.orhmhwhuhhhuahmmm‘:

short notice and with scanty leisare. \
m&mMOxMDM-rymu&xmuum“
our currency.” in the sesse of ** inoreass it usduly "', and of Prices
quotes Ghladstano an speaking in 1531 ubo-t“niuﬂummor
prices that coull not possibly be maintained,” and gives the foltow;
definitions of inflation -~ i

" (1) The action of mflating with air or gas ;
{2) The comdition of being so inflated ; and

(3) Increase boyond peoper limits, especially of prices, the iseys
of paper meney, eto. . . (1854)."
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Sir T. K. Grogory, writing om Inflalionin the Escyclopasdia Bri-
tannica, starfe by dofining foflatson as ** an abnormal increase in She
quantity of parchasing power,” but later in the same article he maes
the word to mean smply * inervase of the volume of mowey,” and ke
charnctorizes the increase of purchasing powes as being “ due mualaly
to governments and business mes,"

J. 1. CRAIG~<TRE DEPINITION OF ‘' INPLATION '

Here it may sod U out of place to point out that inflation denotes
both an action or jirocoss sod the state or condition® that results
frozn that action or perocess. Deflation, its antonym, on tho othes
haed, »coms mainly to conmote an attion or process oaly, though its uss
to deacte u state is not excloded. theagh ran,

Ia tho very excellent articlo in the Encyclopaciia of ‘the Sodial
Boiemcos, which should be read by anyome who desires a comprehensive
view of the sabjocs, Professs Harvoy Rogers asd Lestor Chanidier
sate that the word did =t come into goneral use untsl the (Fixet)
World War, They go on tosay * Even now the mesuing which an
ecoucynist associntes with thees (' inflation ™ amd ™ dlefation "}-apllo '
vary with his  peseral ﬂm» reganking  the mmuy-«dll-p!iﬂo
mechanism.”

* Bonse use the wonls n conmeotion with expanson 3al contraction
of the currency only | others, with a battor knowledge of banking phoao-
mena, expand them to tocdudo prinsnily oredit moveaiata ; still othees
limit their application to curreany and credit distarbuseor consected
more or less with price movements more o¢ besk geaseal and violeat.”

* Many asociate inflation and dofathon above ali with the movemonts
of foreign exrhangn, and commwequeatly ace inclinsd to ridiculs the idea
of a gold inflation, however great the scoompanying oradif, carrescy
ozel price oxpassion.  Finally, thero are in the Unitel States some
who insist on bading be definition lergely on the liquidisy of banking
nssots ; inflation for them incresses as liguidisy doclaed™

* Porhaps the b penecally rezeptod definition of inflation is that
itb\hhmotmmuehmu M.ulhouphluubn&h
definition taises the question of the noms or necessary amogt of money.

* Mashormspioally the peocems will bo specifiod by & rate, but the cosdition by
a defllnlts mingral,
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This point i« implicit also in phrases wheee the words " wnduly,”
“ml’mhl."lndimihrquﬁﬂmi-nm?ul.

For Professor Taussig, in Palgrave's Dictionary of Political Econouny,
Enflation 3 an * excessive supply of paper money not redecmable in
wpecie,” amd his ilbsvtrations are drawn from English and American
long poried inflations in this sense.

Professcr Mandall seems to fight shy of the word . thowgh in Pris-
eiples he writes of “ inflations of credit, which raise prices and lower
the purchasing power of momey for the time" A fitths later on 3
" But very soon the inflstien of oredit subsides, and is followed by =

degression : peices fall, and the putehasing power of money tises, . .
The high stardanl of money wages, attained turing the inflation, ote."”

Tl doos 1od wsem to use the worl : He speaks of * incresse (of
rouey) in wpeculative periods”. By sressing the part played by
epecelation in the influence of credit on prices. he weald appesr to
confuse sn effect with a eanse.

M. B.' Robinsem in Public Fisonce writes of the printing of
MM‘MW‘.«MWMI&: " Both metheds
wcreased the supply of purchasing power, snd the reselt in mflating
prices wus probably mach the samo ™; poes om to sy "™ while the policy
of any government whicl humued parchasing powwr was & econtsi-

kope its price-level stalds, ot0..." and devotes  section to the discussion
of the* Cost of Inflation.” In this the term inflation secing 1o be
sed us peaning simply the creation of incrased purchsaing power.
Hawtrey in Cwrrency ond Credit writes of * crodit being inflated =

azd to ki * inflation means a too free croatin of credit,”

he alio writes of" prices being raised by the mflation of the currency.”
It in perhapy natural that a writer in England, where by far the gréater
volumne of comnsercial transactions takes place on o banking, ie a
credit, and pot on & carreney basis. xhoul] attack special amphasis to
the rolo of eredis. So we find De. Walter Leaf, soholar and banker,
writing in Baaking that * The great danger of 4 (a paper currency)
is the ease with which it can be usal for an artificial inflation that
ix an increass of credit beyond what ix noeded for the nonml cosduct
of business ™ and agsin: " It (the il?m-u in bank cask in 1914/%)
is a classic example of infation as carried out by a modern governmeat

for national purposes.”

L
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Sir Henry Strakosch talks {in the Problam of Gold) of oconcunizing
gobl and using * the smaller base of zold to haild a bigger structure
of credit, which same people may call inflation, but which is not in-
flatiom im teuth, s Jong as the level of prices remains stable.™

Of Todin, n country where cralit instraments lave pot the sxme
vogue as currency, Mr. Findlay Skireas (Ffian Finunce and Banking)
writes as follows : ™ The ides of a suppigyof the circulating medinm
in oxcess of the growth of busimess is wsually known as  inflation,”
But he also recognizes the place of cvedit, for he goes on =~ When at
a given price Jevel a country’s eireulating medsa, cash, coin and notes.

@nd doposid enrremey imeroase relativoly 1o trade nesds, inflation is”

Wil to oceur.” Again, * Governmsent and the Basks (in Britain)
Ly thia eredis operation increased the amount of currency, uad if the
ncrease in the volume of goods wes not s rapsd then inflation
lolhrm]."

In" Owr Mowey und the State ™ Hastley Withers gives o tinely re-
minder that there could be a geseral riso in prices without as increase
in the volume of currvncy,*® if there was a decrease in the production
of goods.

Professoc Gottfried von Hoborler, in the Leagee of Nations publi-
eation  Provperity am! Depression writes **The terms * oxpansion”
nodd * contruction ' are sopsetiznes used in the purely menctary sense
of expansion amd contraction of ceedit ar mosey. We shall wse them,
when 10 othec meaning is impliad by the context, to demote the complex
phenosnesson — expansion and contraction of production and an-
poxment pdus expansion and contraction of the cireudating medium,
For the parely monetary aspect, wo shall ustially employ the terms
= inflation * and * deflation,'

E. M. H. Loyd in Stabilisation writes of * Cowlit inflation ™ ; of
" the process of inflatios **; and of **the ereatdon of fresh purclusing
power by the now fumiliae tethods of inflation — the ponting of
yaper money and Government loans from the banks.” Mo lster on
devotes o chapter to deflation, the contmry prooess.

Robwrtson and Cannan, in their beoks with the same tithe, Money,
like Marshall fight ehy of the words inflation and deflatson though
both give clear uoccounts of the proccsses. Nicholwn in Infation

® Ser alur e quatatlon feon Casel on page 259, § s
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“defines it for kis purposes ar myaning “an abmormal increas of
money " asd stigmatize it s 2 monetary dinw

Professor Breaciani Aarroni in his masterly mnl\ Of the Bowwowics

“of Inflation, sowhere scema to defize the worl, o plunges straight
into the subject om kiy first page with the remark that tho incrvase
of the circalation of Reichshank notes by neore than two willian!

~ mnarks from Jnlyﬂto .\!lgnm 1014, “ initiated & monetary inflation
“ wis withont precedent in history," sond he nsos passin the
m "l‘m of euTremcy and eredit Althougk he do not
Mt& _opithet andes or annecesaary to the negmontation of
m me- thare scomse to be an impliod intention thas™

d m h to he ” M

My.hmm Koyn-hn The Geweral Theory qr.«m
Interest and Money, wo flad an original view of infation, mmm“u,
however, with the comon English usage. He differentiton bu.m.

“ wemi-inflation * and * tese inflation,” but it weems 0 the preseng
writez that & butter antithesiy woull be Detween © petrtinl ® and
“vomplete * inflation.

" When fall employnwens in reached, any attempt to incooase fnvest.
ment atill further will st up a tendency in money prices (o rise without
limit, ieroapective of the Tazginal propensity to conrume ! Lo, wo sha)
have reachod & atato of true inflstion. Up to this point, howevor,

rising peioes will be sssociated with an mmnnng ageeegate [ncoss
And later, ™ When a further increase in the quantity of effective domagpg
produces mo further incrcase and cntirely spends itell on an incrense
in the coat-umit lnny ;-wpnmoctu to the inereass in ofective demy wnd,

we have roached & condition which might be appropriately dmpul«l
s one of troe inflation.”

Eleewhore ho writes of this ax being * absolute inSation ™ and’ snys
that “ the points, where a farther inerease in offective demsand in the
torms of mooey is Hablo 1o cause o diseantingous riso in the
unit, might be devised, , , to be positions of somd-inflatios,"”

The proseat writee doubts whother the ideal condiion of abeolute
inflation postulsted by Keynoes can ever be reached, [ough the idag
is a unsefal oms a3 giving & limit towsnrds whick pml vtdon will tenq

i
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What emerges from thewe citations ! To the writer it appoars
that the majority of these Englishoeriting oconontists use the word
“inflation " in a sense that implies oeerdsne of currency or esedit.
But this raires the point—aleeady touehed upor—What s aufficient
navl noither wore nor less than suflicient Bsue of currency or credit 1 It
peeiin  desirable to seek a defisition which will avoud the question

begging epithet eoer. This being so, the following definition of the
word is suggested -

Inglation s an {cosmomic) process in whick the increase of woatary
inatrments 4 peoportionally goeater than _the corresponding  incrense

of economic goods,

In & sovond sonse, inflation is the state that arises o & cossequence
of this peocess,

-

That definition compliva with the requiresnents of a good dofinition,
namely that it shoukl be made Ly genos and difference,  [nflstion”
is an coomomaio provess.  What Kind of process | Oanh 'ibbth =
ontput of goods is dess prportiopally than the inerease of moowy.
This aveids axy need of invoking a noee, It i dynamio fn that it
conspares the incroment of goods as agains the incroment of mosey.
with the status quo, Al it has the advantage of nidmitting of mathes
jatieal expression, So expressed, inflation is seen 10 bo nothing mere
than uname for the state or process of diminishing returns, whon the
facter of purchasing power is the Independent variabie, and economic
goods the dependent.

It & proposed that the wse of the word * inflation ™ shoghl be res-
tricted to the above definktion, and that sbdivivions, die to mam of
cmphasized canses shoukl be denuted Ly adding further defining words,

" inflation doo 10 increase of goll,” ** dus to governument financo,” ole,

Further, that ** inflation ™ bo not wsed when " rise ™ is intended, as

* risn in prices " nor whon © sngmiestation ™ is theant, as " sugnsea®

tutios of erodit,” = incroass of currancy,”  If it is dosired & inoludo

the idea of excessivones, this can be convered by miding an adjective

- yndue,” * nbmormal,” * excemive,” ® rapid.” ete. "An imerease

was b work " would be a definite statemont mot sdmitring of misun*

derstanding aml not beggmg the question, as woull such o phraes as

_ "Ay inflation of the currency socompanied by an i-l-ti:n of prices
indicated that inflationary procssses weee in

’
4
-
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The definition has been confined to “ inflation,” but its modifica
tion to give & definition of the antithetic process of deflation is obvious.

Mareover, this definition almita of sobdivisions of inflation as diffe-
rentinted by its cause, There is inflation caused by an accession of the
precions metals, as happened in the Sixteenth Contary aftar the conguest
of Mexico and Peru, and by the discovery of godd i Califorpia and
Australia in tho late fifties of kast century, Theremay be inflation cauused
by the influx of foreign capital, as happéned in B2zype dufing the sixties

cand seventins and again in 19061907, Thero ix inflation due to the
expansion of bank credit during & boom. And Snally, thero is the
inflation camsed by the fnancial operations of governments, usaally
in tismo of war, the sense bn whick the present and last Egyptian Ministers
of Fimance have sweed the word,  Tn the sense that the presont enormos.,
Incrosse of purchasing power aned rise in prices in Egypt & in o way
due to finsncial operations of the Bayptinn Government, thoy wer,
tight, and in the seese that this phenomenon 5 not due to abije, of
bank credit by banks in Egypt, the President of the Boand of g,
National Bank of Egypt was right. But it may be pointed out g),
4 in neither case in the epumoration of the causos of inflation exhnnsjy,.
This memorandun, however, is concerned with the meaning of the
woed * inflation " and the attempt to find a scientific definition of 4},
Lern,

In this sens there is inflatien in Egypt. Research ay 4,

‘cause in another story,

Appended s a mote by M. Mincst on vhe French usage of the tarm
And the mathematical exprossion has beon relogated to an nppq'hx'

ite

- - . —

Note by M. Mimest on the French Usage of * lnflation *'

Lo met = imfatéon™ étgit amtrefois un terme médical | ”"l"l'b'qtuu't
& Penflure des organes. Comane tel, il & dispara de notre langde, o
le Ne.\r Oxford Dictionary a raison de lo donner comyne Olnola;o."

')lm ce nfot est repare dans Je vocabulaire Jourmalistiquo ot Scops.
migoe depuis \l'mtm guerro, sous V'infleence do 'anglais tew certaj.
nement,

Son sens n'est done pas trds certain ; cu tout au moins, jo B'si pua
trouver comame référence, des auteurs connus.  Vous devrez dono voyy
comtenter de oo que jo sals ou crois mavair,
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“ Taflative “signifio en pindral sugmentation des signes mondétaires.

Mais. co termo ' pas tandé 3 preadte s France, un sens tobs péjo-
matif (ot vous comprenez pourquos). On a done eu une tendance A
rattachor 4 <o mot la notion de papier-nsennale émis par Plnstitut
d'Emsadon sans astre garamtio que celle de 'Btat,  (Voir notansment
be putit Pricis do Scieece et Législation financitres de L. Trotabeas-
Dabloz). ('est dans ce sens que, peronneliensent jo I'eamplode géné-
ralement.

St je dis * mmttation " je ponse & Vacte arbitraire de 1'Beat qui
erte de la poonnase.

8i jo vewx expriner Jo fait naturel d'ume augmentation des sigues
monétaires, jo dirmi: ” l'angmentation des signes mondtaires ™ ou
Jemploioral ke mot * inflation.” ioais en Je fuisant suivro des mots
“ dos signes monétaires ™ : dome inflation des signes mondaires (ou de
s circnlation).

Quant an mot ** stabilisation ™ nous Uevtendons dans lo mime sens
que vous: stabilistion par epposition aux variations des cours des
changes, Mais poss pensons towjours, dans co eas, 4 k™ Joi mossétaire ™
qui, en modifiant la défisition de motee mannaie oit Jes cours des changes
sout limités par les Gold points. (T fandrait maintenant réviser cotte
notion). Los ™ lois ™ de stabifisation en Framee (Pomncard, Roylwad)
sout des loas de dévaluation A un nivean ob 'os up-mt poavolr
obtenic un change stable.

Mais, comme lo disait un des mes ancions, * on ne stakilise pas wne
mMotsaie, une moansie se stabilise.”

Professor Gustav Cussel’s view is authoritative -«

" Une dépréciasion de ln valour do la monnaio causée par soo quantisd
trop abondante do cotte monnaio est communément appelés l'inflation.

S 'y & pas rareté de marchandises, la hauese des prix peot-dte
expliquée comme lo résultat de Finflation. Si les marchandises
oounmencent & so rarifer la housss des prix s'intensifie. Mais ortte
Bausse additiomnelle des peix pout fre comsidéndo comme lo nisultat
d'une quantité trop abondante de la monnaie et par comséquent do
Pinflation. Dans les deux cas, Je mxmmmrhn-mnm
la quantité trop abondants de la monnaie.”




-

-y

(-.!
.b - -

v W e
-ty L 'ﬂat.mm

v mm-m umdnd the definition of *inflation ™

.' \ n‘&"‘?“ﬂﬂbnﬁodl&mth oulpat of * Vnh 9
W “"WWW“M&M&&MMMN)-L. to money,
Ak rirocess i which thix happens is dofiaed as inflation.

.aﬁmu |

' -y R v o
“Qﬁ"bm‘lwh%q—-ﬂqd“mh in whick

.-Pg J "_}nlmolm&ﬁmionmofuhht}.

’.‘J’ umwwwmw
E noney = is
tﬁ'ﬁe\mbwdldnahd iutnnna:.c e

areying
mmq bank crodits,
% h oven the ceediy
Pkumnlilalw.dthpmo-h\ﬂ. annl

' rmmue&mmc«m
| RSSO ) T { U DR (1)

s the geaealisnd oquation of exchangs and the alove definition
,}g‘“,whumm i

,".{ v $-‘h“ \ _ . a

A " '1 < TR e 2

’ \ 1y :

v "“W s may b transdornind into

."_.ﬂ. L SR

i - .,'_

v
’

R wmumnblhmpmms the alasticity of goods
Mmuh‘mnwty.wmw Py

s dM
_gq; - T L

'!ﬁ:il_' cans that the mwhgooda fess tha
P ‘. Whm . And the oql:unou m:yt

LI

LA 5
a LA A N LT 2 --.( )




2, L ORALL~-TME DEFINITION OF * pxviarion ™ S

which admits of the imerpretation thas the timerate of increase of
poods is loss than the rate of increase of money, each mte being pero-
portiomate.

From the eyuation (1) by taking Jogarithus aml differestisting we
havo

N SN SR
g~ EiTpr iy 4 T iR (&)
During & period of inflation, dQ/Q is Jess than dM/N. =

Heuce it follows that dP/P is then groster than dF/ V... fT)

In gemera) the velocity of cireulstion is constant or changes very
slowly, in which case wo may weite ¥V eso, and thea dP/P = 0,......(8)*
which, sinoo P is always pasitive, moans that there is an lncroass in
prives during inflation as defined above., The case of intense inflation,
however, when the velocity of eireulation of curroncy at any rate changes
rapidly, requires choser examination, supported by statistical data.

FULL ENCROYISENT.

o —— - ———— — —— - -
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¢ This s troe cves when the velooity & net conatant, jeovaded it e inoeeasing,
ot is nearly alvays the oo whew oy W expanding.
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The diagram illastrates the above analysis, for the caso when V is
* constant, By msitable choice of the units of Price, Money and Quantity,
we may meake V' ounity. In that case, if the abacisa OM represents
the anwant of money, ane the ordinate PM the output, then PN/ON «
tho price, which is then the tamgent of the angle PON. Aa prices fall,
this angle diminixhes, and they rise s it incveases. At A and B, goods
ure incrossing fastor than money : we have the process of increasing
Treturn, At L, where OL is a tangont through the osigin to the
-ourve which ropresants the march of affairs, there is momentary constant
roturn and beyond L. the law of dvcreasing return has set in output
s not Incressing so fast as momey © therw s inflation,
lf_vpdiwalinp:owmnmaﬁm“ ible ou
communisy. (volaiie of parchusing poreer boing tha sofe feloper )
~wariable introduced) then the curve will, in tho weiter's opinion 2y
.- :[muh' this line W:Mﬁ.l,w :g' state of shaodute i““‘lﬁo'n“g;
eynes, indicated analytically by dQ w= o, w0 that
vanishes. HAQIQIM atay
It would oveckasd this note to parsus the anaykis further, by the
:ﬂ-l::ul:;pm to be able to do so elsewhere with & statistical application
Postseript~It  had been originally intended to discuss alw ¢
meaning of that much abused word * stabilization,™ To goe nb«;xo
, all bankees, stabilization of a currency means sweh (letcmi“'l' i
the relation between the currency unit of one country and u':m of
ancther ar gold, that the rolation (the rate of exchango or Y
2old) Is either comstunt or vanes within narrow limits, Peice of

To others, notably to stedents of polifical scionice, stabilizatio
1

of the gemeral lovol of prices is of greater ) inporta
that of forvign exchange, 5. 799 than

J. L mo

® This is the reascn why M, Misost mentions * Mabiluation ™ jn M sot
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LA CIRCULATION FIDUCIAIRE ET
LES PRIX EN EGYPTE DEPUIS 1939

Risong pE LA coNPERENCE rioxoxces ran 1k D Axore Exax
e 31 ans 1900 & Socufrd Fouan I p'Ecoxoxie Pourvigun
pr Srarssrioun xT nx LEcisLaTioN

Dans cette duwle, nous nods attacheroms i digager V'élémont mo-
teur auquel les prix ont obél en Baypte. Cette rocherche est malnisde
par suito de la m tiplicité des phimordoes qui ont surgi depuis s
suerro et qui, Appareanent, tiennent le rdle du facteur cawsal, Pour
parvenir & notre bt i1 fandra isder ohaoun de ces Slénents et trouver
% la lumidre des faits celui qai donme Vimpulsion aux autees.

1 —Lex fd’l'fx.

Pour mienx juger ln conlition monétaire do U'Egypte telle quelle
s présentait & la veille des bostilitds, il wous paralt raisonnable de
rappeler (e les billets de la National Bank of Egypt sont soumis su
cours 1égal et foroé depuis 1914 ot (u'd U'heure actuelle, motre monnaie
wabit également un comtrdde” purtiel des chinnges. Lo rigime de la
livre égvptienne est celui du Sterling Exchange Standard, la couver-
ture do notre monnaie Gtant en Sterling, Plus prévisiment, depuss
1916 et jusgu'ic ce jour, Ia bangue a &¢ autoriate & renplacer 1a réserve
en ot par dos bons du trésor anglais & court torme,

Do étwle mensuelle faite avant 1909, |l ressort que la circula-
tion tendait A asgmenter en Ezypte de septembre & décombre et A
ee contracter de janvier i solt. Ces amplitudes saisonnitres co:
mandées par des bessins agricoles permettent de se faire wne Wlée
des similitwdes qui oxistaient autrefois entre Jes prix ot la production
du cotors et Jes variations de la cirealution fidediaire. Cette olwmer-
vation est importante pour ce gul ¥a suivee. Le flux et lo reflux
annuel de la circulation monétaire étant un facteur saisonnier qui
opito automatiquement, il »ers néCessaire avant de confronter les

’
S £ o vt s




 en Egyple, I livre &yptisnne & hais d'ung fa

v-"~ . . -
" _ﬂh.«imw Jen docusies statistigues atiles & cotle G104,

. Yoy covrrMroRAe

M“ prix ot do b cireulation de tenir comgite do ce mbcanisma

et d'diminer ces variatioss (7).

Lot variations sxisonnideos wie fois rectifiden, on soperguit quo I
pirculation of les peix de gros ne varlent que ligitessent de 1906 jus-
Qn'u!ﬂktlm M cotte date, les oncillations se foet de ‘nhu
en plos sensibles pais s'amplifiens corvidérahlement,
~ Depuis la d&larstion de goerrs, o cireddation est plus lonte ue
les peix & prendre la direction do la hamese. Es septembes 1939,
Fangmmdation de la cirouditicn est moins forte goe velle dos prix
pais eos deux phioombaes suivent une marche dissordante. Outoles
‘et novenbire 1959 enregisteent uno disninution de Is elrculation tandi
que les prix pousssivent Lt mootée ripalibrement. A partic dy
s de s, Jes pirix se stabilisent mabs la circalstion aceecit coneg.
dér, o en défsitive, Vanpeentation do la clroulation e
“beaucoup plas istense qoe 1n hausee dis prix. Sous Vempire du e
faits, on me pout logiquetamnt plus affireer quo Vimgubion e pirix
‘vienme de s circulation.

Apris I'&é 1941, les cas do dHacordance, los seals qui pormettens
& wn Gsonoutiste de tirer des conclusdons peu doutouses fong 7T
Devant la srontée oroissante de.ln circalation of la dindnution :
0L de ks rdcolte eotounilre, les incuvemests saisonmors
raissent plus aves metteté,

dtpuj.
n'nppg.

Lo change du boc stecfing par rappoct ao dollaz a flachi 4 |, veille
do ks ymecro, en aofit 1939, Dis Ia Gin du mois doctodry 1, Sy
moyes du dollar asoillait semsildement autour do 24 10 pop, J;;,,i.

pon plus Sountyube

par rapport & Lor.

lmm

- mage pour la cireslation woodtalre des mavtests de Wilts de bangue iy
:ﬁgimﬂd«p‘n-muu fin do daqur mein e ls Xg.

sumtante taimnts dey Wiliets do bagar 0 (uRiation tels qu'll sant palise Aoy

IAsassice Statirtique; ees derabers chifiees 00as garalemat evlliter Inezacberanes

-Mu-lﬁ ineamphdarccal s sitantbon mondtaire du payv. [
 Pour digagerT'évolation des prix, nous noas atiacherons excluivement sux nombres
indices der prix de grar slust qu'lls nous 08t {65 commualguis aimatlement par le Do,
poctemiet do Ia Statistique Odséenle do 1I'Kiat.

([ Py
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renssignesaents intdrossants sur Uévelution des prix ot de la cireula-
tiom & V'dtranger. En Grando-Bretagne, sux Ecate.Usis ot au Canada
comme en Bgypte, los prix e¢ b cirealation ont asginonts de coucert,
 Jow oasillations de I cironlation ont ¢ré Jew plis amples main alors que
~ lasconcion les prix est medisdo en  Orande-Bretagne (188 %) (3
ot anrtout aux Etats-Unin (140 95) (") ot 0 Cannda (136 9%) (Y), olle
ost forte en Bgypte, Remarquoss que les nombres indices des qirix
de oertaits pays orientsux fols que la Palestine, Toa Dndos et I'lrak
ont progresst dans des propertions owore plus fortes qi'en Egrpte.
Dans 'easesnble, los pays d'Oviennt we sont pas parvesis & brider loa
prix avee lo mime suecds enregistrd en Grande-Bretagne, aux Erate-
Unix ou an Canada.

T —Ler cawses,

Sous sa forme In ples ninwle.ulu thiome quantitative »'oxprites par
Ia formule M = PT. ou I = 3" 3 roprésente Ia mousaio, Plos pitix
et T les teansactions. P varic dams Io minse vens yue M lorsque
Jo yolume des tramsactious reste stativamaire. Notons que M n's
pas toajours o3 la mime signifeation poar tous les partisass de cetto
tht :':',; Fishor apporte d-o nouveIux tments b I formale M « PT,
1] fait snted venir V, 1a "'_M"“ de circulatiom de Lo omnnie, M ¥
dépdis =1 baaqan les P"‘W’"{' par cliques et onfin V', la vitese
do ciroalation de oos dipdis . Liéquation do V'éahasge prend ane sous

velle forme plﬂe""l’““ MV =P.T. o encars: P e etV

sussie #'dtond ; o'et taut Wabard Ver, les mitaws pré--
e e i e i e
: comuidéeatin do cotte sotion de mannaia, des éconsimirtes.
- giwanent 08T aria, quantitative sous-entendent. dealemest
.3: O ents por cDMUSs a8 meveo ded ipbis et oy vitemat G,
. dnuz:w. Jdos billets o do.m d‘fh 4 S
. la!ommdomh&mo quantitative oot une teeeur commune:
um::”;d“ moaétaire it I'élianeat causal de sa vabeus.
14 o e shasbarons s ple b sppeafndic o Mpect vac s
revt oette théorie QUH .no(hfqml idée génieale. Nons renvoyous
J ot Barchent doa ditale v criiques 465 formaldes por

Lo balletin mscted des atatistiques do la SD.N. foursit quelques 'S‘

(b5
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.\ F'M'““whwhm“wuﬂm

-




5o L BOYPIR CONTEMIORAINE

—

un groupe d'éeoamuht« frangate. Messiouss Lescare (1), Aftalion (%),
Nogaro qui expliquent cortaiss mowvemests des prix par d'asires
facteurs que la monssie,

Pournouuuabdamledumoiudmmm mondtaires
on Egypte, nous croyons aveir faif ressortis I discordance qui existait
az début du conflit entre les varistions des pirix et de la eirculation.
Eo ostre, Jes mouvoments do hansse do la circulation ant 614 de phe-
sSewrs 105 postérienns & ooux dex prix. Dans cex conditions, I cirey.
lathon fiduciaire me peut avoir commands lea prix,

De la situation de Is National Bank of Egypt qui pent #re considénde
comme une banque centrale on Egvpte, il ressort que la progrossion
das dipdan u deé modéede en 1930-1940 ot bien inférioure & I'sccrois.
soment des prix. De septembre 1939 & septembre 1040, los dipdts
priviés no se sont acotus gque de 12 pour cont ot & Uom tient compte
des dépses publics, le total des dépdts en septembre 1940 est alors
inféziour do 8 pour cent & colui do septembae 1059, Ces chiffres me
concertent quo Ja National Bank of Egypt mais ils donnent un apergn
do la situation ginérale des dépdes,

Quant i la vitesse de la ciroglation, n'ayant pu réonic le total des
paienionts, pons avons dos donndes essentielleowent imprécises, noas
ignorons sa variation dans les quatre dermiers mois de 1439, maia
depuis, on peot douter qu'elle s sont secrue dans de notablos peoposs
tions ot c'est plutdt fa thésaurisation qui s'est isanifestée au coum

de Ia guerre le plus visiblement.

Da reste, I'dpoque n'est pas trés Jointaine pour qoe l:"" aid w
oublié qu'ausitdt la guerre déclaréo, los prix wur Je mnr.r!w .!:e mrhulw
articles d'arigine érangire avaient immélistement évolué vers 1s

' | A F
Rausen sins quo I'on puisse rabsonnablensent invoquer wil Remnuine
raisons peycho-

- monitaire quastitatif, Les prix haussajent pour des
> logiques, qualitatives. Les causss no vemajent pas du dodass, elles

ftalant guidies par les événements internatiomaux. On craignast
e Ia mpture des lignes de communications avee ['extériour ne
rende (ifficile on mimo imvpossible lo ravitaillersent loeal do certaines
marchandises. La tarification gouvernementale survenue triw ot

'ahp—m-uuunaww—hsm

mmmmm.muw-um«ma&ny—tm‘
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a freigd quelque pea les prix de plasicars articles qui & Faide de 1a spé
culativn auraient pa atteindre d'antres sommets. Clest en prdeivion
dwne rédwotion do Toffre que Jes poix ont gageé des polnts.  Cette
ilde du reste, o tromvé sa justifioation tout au Jong do conflit, Chaque
fois que los routes maritimes paraissaiont wenactes par 'action onne-
mbe, los prix ont haussd instantanément on Egypie sans qu'an factous
intetne, monitaire ou autre ait eu lo tewmps d'influer. Los penspec-
tives de paix qui se sout rivilies injustifiées par la suite, out en Vefiod
conitraire.  Qu'un général ou un ministre, par use déclaration convain-
cante en Angleterre, aux Etats-Unis on on Sud-Afrique fasso partager
les millewx d'affaives égypeiens du sentiment que la fin do bk goerre
Bd proche et les réperoussions sur de marché beal sont salutaires, los
rix se contractont momestanément.  La qoantité da stock mondtaire
n'a pas eu laction impulive qu'eon veut bien lui atéribeser.

Une antre remanpee comcerne bes commamlos anticipies, A une
dpoque comme la motee de phunrie do produits ot do tendance infla-
twogmniste, les contrats poéobdent généralement de plusicars mods 1a
liveazson des marchandises, La production de quelques wsimes ost
vendue poar use pémbodo exeddant plasiours trimestren, Les prix
pomt dija fixds mais des produits sost encore en fabrication, Si Pen
wiglige B question des arrhes qui ne représentent quune fraction
da prix, les palements wont effectuds bien aprés s passation du conteat.
Il nous parait diflicile de sabordonner, dass co cax, Jes prix & Ia cires-
Intion fiducisire,

La baisse de 1a livre en soit 1939 par rapport aux monnabes des
pave deutres & pest-dtre influer Wgrrement sur bes prix an début du
conflit, Mais il wous semble que la- promidre couse diterminanto de
Ia hausse des poix a 666 Je sentiment géndral que V'ofire allait se résor-

Pher. Bt oette prévision n'était pas injustifife ; los importations ont

effectivement décling sonsblement. La consommation tend de plas
on plus & eolavider avec kb production leealo. !

L'oflro & dvoleé dams lo sens de Ja baisss,

Un second facteur dit i la progression de 1a demande, & 'acervis:
sement des rovenus da pays, est intervenn et » tenu un rdle de plas
en plos déciair,

Malgré une balance commerciale déficifairo, 'Egypto jouit de nos
jours d'use balsnce des comptes éminemment favorable grice aux
somemes dnormes dégensées sur Jo sol égyptien par lox arméen allies.
T en eat résulté un accroissesnent progressif des profits qui s'eet itesdu




.’..'f.'il. !i'lhl d--ndn Is mation. La prodection
apeu varid depuis la geesre  surtous s Ton considire 1a masse

: &wm quite de placement. Liwtilsation da frit

pour des | ondre militaire n affoctd wotes comamercs o'ine-

w .ah!mmh&lnupﬂnxl densenres lquldes aloex qu'ily
_suraiest pa s transformer eu Liens prodnctifs. Ces cagataux cladme.t.
m&l ot sttesdent um fwenent oppurtun poar = "investir.

Mr, Alhert Aftalion 2 rattaché aa théorio du revena i wne équating
R-rl’Q.R étant Je rovonn en argent d'un pays, P lo prix moyen deg
peoduits ¢ Q In total de s producdion ; dans un pays, le reveau est
dgal & la valoar de s production, D'ardinsire fait obsorver I'émi.
Dest professsar do b Facaltd do Deoit de Paris * les variation: de Re
sont Ia cossbquence de In production Q et des prix P, Maks i pest
srriver que des varations du rovenu wefiectuent indépendaiminent
de Ja production.

11 nous semble que o'est préciséenent ce qui a'est passii en Egyple,
los- difperses sfectuéos par les troupes alliées conatituast une sourca
da revenus supplémentasires pour e payy. Par aillears, Pensomble
‘dl a production Joealo ot des impartations n'ayant pas asgmentd eq

il o bleg falln quo R nit eu ua effet décisif mur los prix,

D- M0,00 mouvement imitial de R sur PQ o été auivi do ouve-
menta wecondnlres, Fahricanta et eomsmergants dont bes marchan-
Mmmﬂ'moﬂ réalint do o0 fait des rmﬁu plua
substastiels, Les revenus individeels ont done progressd mewsible-
mtnmhhmd-pdx. A Vheure actuelle, on sasists & wno
inflstion dnwhﬁn‘indlqninumhwnloslm
olasses de la nation. Co pouvel oaccroissement des revenus (0 4
l‘;:.unuo. dea prix engenidrs & son Lour une vouvelle vague (e lasagn

peix. :

Los oourbos o demansde de soarchandioes st sisi des enurbes
daffre de monmsle ; un individu o une apprécistion pour la atcha.
dise €2 il en a mne sutre pour 1s monnaie. Lo prix dépeml du diwip
q.lcu pont avoir poar un produit et du revenu que Uon posside,

Mr, Affalion setinie que si L revonus infloeyt aur des oouikes dy
demande, e sugmeatation géadrale des revenus den individus va
eatrafner modification dn Jeurs conrbes de demande, dépréciation
do I'unité mondtaire, done hausse péeérale dee prix. Maie nows
attirons P'sttestion sur wn point qui pourrait dtro cause de Dien dey
oonfasions, Me. Aftalion fhit largerant application de ss théoriy
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du revens ax ey gy ehange ot, ninsi il le dit lui-ndnwe, o'est & pro-
pos du clmu{c‘ 1% 42 théorip o &eé digagss,  Les revenns ant haussd
en Bgypte ot il imnpgry, Winsister W-dessus 6n debors do toute dégué-
, Bing vied-vis des mosnhaies virangires ou e
Ia livre f'g.\'.p(rmmv Visd-vis du sterling.

Du reste, “"Flheuzatinn de la circulation en Egvyte n'a P fd
provoquée par des ahy, de créadie bancaire o par des besoips exbor-
bitants da  tréey, Au contraire, la Nations! Basnk of Egypt a

P _" . " o e
wewsé an Bovemlire 1943 un chiffee record de .Lr',.,:’ ROUYe e e -
TAuX.

la livre égyptionne
catto SitUATION qui s,
diale n'as guire ey 4
valeur.

On connalt biey 1, prudence o

& acnguas Je cours légul et v comrs forcd muis
e depuix le débat de la proinsire  guesTe n-
effet sqr notre monnake ¢t n'en n par entamné sa

xemplairo ot la sazesse avee Jaquelle
lo ERUVEIREANS fyytieng sncoondife dt adminictol I fakeit
publiues €t tout en recomnaissant Ia pléthore de fends inwtilizables
qui eherchent un Placonient, lo sueciu remarqualle resuporté der-
uidcoment auprds des commumautés Jocales ot ftrangeres par emyprunt

tatignal daui f‘ UN taux modéré, est garamt du bon credit dost jouit
de wos Jours 1'étas égvplion,

‘atachant 3 Cen 'W'IUN.
situation de la Jivee ey pies
Que F'on nous permyee
stabilité do notee situation
finances G2V ptionnng et agy |

des dconomistes insistent sur la sxine
we visd-vis des nwrnaies Erangires.
de signaler quo cvux (al rattachent ks
FEmitaire undqoersens & ba gestion des
= resoing du trésor Joral, font moptre d'use
e T ,“ st owblier que |'encaisse de ka livre égypticcre sutre-
foks en or a "“" remplacie, depuis 1916, yar des bous du trésor anglais,
fue motre 1éfinie st cedyj dy sterling exchange standard ot qu'vn
‘u@uvo. POUT estinmer fa valeur de tetre monnaie, il importe de
i) " ondition dans laquelle 20 troave ln wonsaie anglaire,
De fait, 5i 1a solidarité sctmelle dos monnaies entre les pays allids
Tie pecinet pas enoore de piedveir quelle sara la fxation des chasges
apris In gaerre, on pest signaler quen raims des  craintes quinspdre
l'inflation, I livee Geyptionne s'est déprécide sensiblement sur be marché

Bocal par rapport & I'or.  Malgré wno baiso Mgere, la livre d'or oscille

quand méme autour de 450 P.T,

Cependant, on peut raisopnablement aflirmer qee dans Uignorance
totale des solutions qui sront apportées aux problisees monétaires
kls fin des hostilités, dans Viscertituwde de 1a vadeur jee les grandes




- m‘:-m-wa A Ve, la positien de 1a livee égyp-
e Yée au bloo de seding e In mwillewe jemible, :
~ En Egypte, Ia bausee croimaste des prix depuis 1059 o & le résubtat {
du ddabquilibes tonjours ples accentus de la danarde et de Vofire. |
A la lumaire des faite, los sclutions qui nuraiont pu parer i 1n Linusse’
 constante des picix Viewset awwitdt & Vesprit ; elles sont au nomhire
© dp desx: anguester Veffie oe rédwire ls demande.
S R &.,m ont Mo Yoo initiatives de Vadmirastration Jars oo
Dis be déibat o= In geerre, dans e bat lowshlo d'éviter we haume
o du cofit de la vie ame politique de contrdle des prix s é1é nppligede
~+ sux produits de premiire nicomité puis s'est géndralisde progrewives. o
ment. Nous conpaissius par expérience les consénuerivs de ce ays,
Ademe.  Mais point wétait bosoin d'attendre les résultats pour se dowtor
do Vichoe auguel devaignt aboutir cos dispositions. La rétention )
' des produdls s'est accentuév ob la marchandire s'est Veeclue en [raude |
S A Darridro-howtinue & un jwix pent-dtre supdrient & oolui qui auraiy
&é pratiqué sux wn marché libre, '

Al smite e uesres sévires, Vintervention gouverrementale g
Wi parloix une aetion pescholegique cortaipe conlre |'accaparemnt
mais dans eo cas. la marchandise existaot sur le marché o' Cpukeait
vite du fait des grix établis & um nivean inférieus b cenx qui aursient
yéanlté du litre jon de 1a lob do Voffre et do la demande. Malgré un
soslagement momentaxd apporté aux consornmatenrs, V' épuisersent
des marchandises disponibles aurait i apparsbize commo en danger
réel dans ume pétiode ol le renouvellesnent dles atocks est den pluy
problématiques

La limitation des prix 'l;wuﬂl:;;plhd le flane i wne ud‘m Erave

objeetion loraqa'elle West s 3 iquée nveo virconspection, L
ﬁzjnlion aux jrodaits agricoles de premidre wioemitd un prix ma. @ 0
uns $lové ploutit i ls hausse des loyers da Ia terre ¢t partant, .
miekiies la prigrevion des prix au Tiew e la Nmiter: 'f
"' o
1'ofire soukve es mmlllﬂ l“&.l.
sdlicales dans In production indus.

- Ko presier Leu, rageté e

d'ajustements ot de meodifications ¥
ma agricel du pays.

~ (1) Jas cfieein de 1a nation doiven

 den produits de premibre nécessitd.

t Gtee oriemtés vers prodection
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(2) 1 ¥ o intéedt & géndraliser fa fabecation industriello d'articles
simples et utiles et & rendement avantagenx conforméosent A des
modides spéeinunx.

L'abozdance de la demande 6tant de nature i faire pression sur les
prix, be meillour remdde, dass oo can, riside dans une riglementation
des contingents.

Or, at Von passe outre i quebques exceptions on o'apergoit qu'il a
€1d laaseé plewne libertéd daction i la demande qui exedde notablessent
le volame des mearchandises. Co désbquilibre a été aggravé (du fait
de b fixation des prix emcoursgeant la consomsmation.

8 Pour &tre efficace, be contedde des peix requiert une &quitable répar-
tition des approvisionnemonts entre les consommateurs. Il importe
Céaborer un systime de ratonnement julicieusement adapté aux
varistions do Vaffre ot dont Patténuation ne viendrait progressive-
ment qu'aveo le rotour des marchandises en quantités suffisantes.

[l faut dire que Fadoption d'um tel sstime demande de ln putds
consomatesrs un minimum do disciplive, elle comporte nussi une
organisation complexe et névessite des statistiquos tenues & jour.  Mais
ce ne sont pas B des difficultés insurmontables, ‘

Noms avons saznalé en ontre, V'influence déisive que Ia progresiim
des revenns & eu sur la demando ; eolde< dovrait logiquement so res-
treindro au cas oik Vom feappernit los rovenes do pouveass impbts ().
Evidesunent, une aaginentation du taux des impdts sur los bindfices
exceptionnols actuellensent en vigoeur werait une mesure mnsufi-
sante; il faudrait songee platdt & romanies Jex lois Gacoles en
vwe dBargir l'asdette do Pimpdt, do saisic Vexeddout des recottes ¥

comprin celul qui déeoule do biens foreciers et des professions libds

T rales, '
Mais Veenploi du pouvolr d'imposition ess anpopulsite sertout
Jorsga'il et abusif. D'autre part, il risquersit dentraver ks in
tives individuellos et Vesprit d'entroprive au momsenit o I pays compte

ke plas sur son essor industriel, : X gt

: -—

| (') Dhams cr van, Jes inpdts 0okt wne e Busine Sbcinive vur lex prix gue goar sutis b
AUils ssdeilisent use fraction des reverms individecds,  Lovigue e impdts sur les
biaddors cxorprionmmls alimentost de nouvellos dégrases Frusermmentsles o 10

!

et ralsaalivowet cplree -m s peis.
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Au terme de cet exposd, jo cruis qu'on pewt afirmer que les prix
ont haussd pour des wotifs indépendants de la cireulation mondtaire,
Pour cette raison, mous nifutons les arguosents qui cherchunt Jes
remddes & Vinfation dans un retrait peogressif de signes moniétaires,
Tout d'abord, Ja solution qui consisterait & abaisser Jo colt de Ix vie
par Pémission d'un nouvel empeunt qui drainerait les capitanx flos.
tants, devrait Jogiquesoent conduire & un bot diamétralement opposi
# codsi recherché. Dans cette hypothime, une certaine quantité de
hillets demis serxient retieds de la circulation mais par comtre, Jos revenis
individuels »e diveloppernicnt.

La question des ventes d'or sinst qu'ddle se pratigoe actoslensent
et un pea ples complexe. A ceux qui prétendent quo les ventes
massives de l'er pormettraient lo retour au service d'émission d'wne
piactie des billets et partant, stabilisrait Jes prix & des niveaux infi.
riears, nous repondeons A priori que Jes faits ont d4jA fait justice de
In théorie quantitative de la monnaie en Egypte. Mais des esprivy
plus subtils voient dans le médal jaune un pouvoir supérieur, magiyque,
qui fecilitersit I'écoulement des stocks détemus cher quelques wcca.
porcars.  Cotte mesure ferait remplacer le stockage des marchandises
par b stockage moins dangereax de I'or, Nous faisoms olserver que
si telle &ait la mouvelle technique destisée A éliminer la tendanc,
infationniste, il auwrait fllu que les quantités d'or actucllemons
vondues par l'entremise de quelques bangues fuseent effoctudes 4y
ume plus vaste dckelle ot & um prix besocoup phes bas,

Quoi qu'ilen’ soit, il me nous semble pas qu'on Egypte, la pénurie
des marchandises soit avant tost un effet du stockage et que Ia hansss
des prx riselte d'une méfance de la livre égyptienne, d'une fuite
devant la monnaie, aloes qu'on a enregistré par aillears, & plus d'upe
roprise, &u cours de celte guerre, sne thésaurisation des hillets. Llor,
A potre avis, e24 une marchasdise comme les astres qui & acquis sa
valear ot sa stabilité par la volonté de certaines nations et dont plu.
sieurs pays s wond dispensés avant la goerre sans graves inconvinients
pour lours finances. La faveur do Vor est-elle révolue ! Bornoms-
nous & remarguer que Ja plapart des pays gardent encore toute leur
confiance dans ce métal et on particalier plosiours pavs d'Amérique
ol Sud qui ont, depmis la guerre, converti tous lours avoirs i Pétranger
en or chague fois qoe cela leur était possble.
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La théorie quantitative a-belle fait époque ! loi emcore, nous
o répondrons pas directessent & la question. Nous avons localisé
notre étede dans lo tomps et dans 'espace. Cependant, & Pappui
do mos recherches, nows avoss largoment fait ndtres les oritiques
géndrales dfjh formulées & Vadresse des théories quastitatives puar
un groupe d'écomoemistes frangais ct em particulier, par le savant
professeur Mr. Aftalion. :

Len riches expériences monitaires (ui so sont sacobdies en Egypte
depeis la gworre, nous ont pars instractives du fait que plasieurs phé-
notdnes apparents semblent jousr Jo rdle du facteur cansal des prix
alors que lawuree réelle do Vintlation niside uniquement dans de heurt

®do l'ofire ot de la demande aggeavé par des déments payehalogiques.

L'inflation rompt injustersent I'équilibre prédtabdi dans la répar.
tition dea fortanes. Ell comtient anssi lo germoe ('un autre danger.
La disparitd des prix sstre I'Egypte et Jos grands pays alliés lisse
prévoir une clute verticalo des prix locaux apeds 1a goerre, chute
d'autant ples violante que los peix auront fortensent progressé. Un
motent viendra oit alignement mondial des prix sera & nowvean
réalisé.  La hausse feémitiqne parfais enrogstrén dans los cours des
valears égyptionnes, foit prisager des pésioces difficiles 3 échéani®
plus on moins Hoignfe. Les prix se gonflemt, puis un jour la balle
ordve et une ére de marase éconoliique est commencds.

D, Axprf Euax,
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Ia mmmuuamﬂuu de Mt le Dt André BEsan o "N l'obd dun
intéressant dilet wu cours de réunions apéoiales de Tu Section Beonoe
mqur 1‘“ curent Hew lo 14 aenil ¢ To & mai 1INl Newt avons eru
utile de donaer ci-apris le tedo dew vowargucs qui y foront présentécs.

La BEpacTioN.

Resamguis px 8B, Mavaoon Mowansn Bu Dawwiss Bey

3 1, ~The vomsion which Dr. Eman gave us of the Quantitative Theory
of the valuo of meney is too simplified.  Tndead, Lie confimes the rela-
sionship 1o one of valie asd quastity, discarding all other factors
which the propagators of the theory have not igmared.

He puts the theory as follows :— * los variations des prix soud
commandécs par les Suotuntions do la quastité monisaire™. Again,
“ Jo montant du stook mombtaire est I'¥dment causal de sa valeur %,
not merely one of the elemonts.

2.—In fact, the theory does mot confine the canmd ulﬂmh.p
to quanticy and valoe, Evea in its leass complicated vorsion, the
"[.,. of money wouhl depend oy its qmmuty oaly when other things
(incloding demasd) remain equal. There fx thes abuays & ceteris

- Pmbus, which shoall not be ignored and ix imdoad noa ignoced =
sho partizans of the theory. iz

3.—And thatw are ensineat economists, «,g. Prof. Catsing, who would
-~ mmu«wmumyonunmofmmymmhw oy
theory, bot containe womething motn (Money, p. 04) eyl L;‘

4The value of money, like any other commod ambu ;
two groups of factors, the supply of the canumodity and

fumuuuuummmdmwgmmdpﬁw
aorvicos that requires the use of the mowey or demasds the money.

5.—-Amd Jet it be ¢ery clear that the Quantity Theory, no more

than any other theory, doos mot overlook the influence of facors
Mbnkmmmormm&ﬁnhmmd-ﬂ
money s weed Mhis is where the ceteris paribms contes in, It 3
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only where cendstions of supply and demand for these commoditios
aro stationary that the quantity of momey plays the predominant
rode. And since these comlitions are not atatiomwy, the valee of
commoditios {or peices) is presumed to depend on the various factors®
supply, demand, wupply of money, ete., entering into the price equation.

~ &—All this s evident im the treatises that witk doal moey {cf.
Prof. Cannas's ** Momey ™).

1.—~The geveral level of prices does not depend, therefore, solely
on the quantity of money, but it ' varies directly with purchasing
power (the quantity of money) and inversely with the number of
oods entering into exchange ™ (Byo snd Hewett ; Applied Ecosomics
P 314). .

S—Aguin Dr. Eman is not justified in tracing the movement of
prces and the amount of notes in cirealation in Egypt in order to
disgaove o Quantity Theoey. Let me repeat that the quantity
of money is not +Euimed as wore than o factor, indesd an isportans

one, in the determination of the value of maney,

Dr. Eman h"n(-clf desoribes (which ix quite tras of & aloet period)
b::b.p)!lob@ﬂl factoes influenced Prices in Egypt as the boginning
o war,

9. ~When Dr. Emsn therefore msintuins that whils note circulation
has rises, sines the beginaing of the war, by 352 901 wholesals prices
bave risen by oniy 295 907, this proves and  disproves notNing
rolating to the colationskip between the quantity of momey and {ig
valae -«

(@) Because thore are, 21 said above, othor factors besides the
quantity of money that enter into the prico-equation.

The coefficsent of correlation cannot therefore be oqual 1o wnity
% that where it falls short of the coeficiont, it is claimed that the
cannection or vassakty is disproved,

10, Indeed 1t can bo Joss than unity and the quantitative theory
still holds good. Thare is a certain lag at the beginning between the
increase in the quastity of money asd the rise in prices when tho
issaer (of motes) would be buylug very near the old peices,




BEMARGUES D% 5.5 JMANMOUD MOIAMKD EL DANWESII 61

- ~-

1.—~The pociiicm is later reversed, viz. when the issue of currency
is pushed to the extremes. The malwe of the wwit of eurroncy falls o
zere lony before the supply of owrcemey veoches infimity. And the
explanstion is very simple. Human intelligence anticipates what is
combag and people conse utilising currency and revert to other methods
of exchange,

12,-%) While the figures for notedssue are procise, wholesale
index nambers do not give & true picture of the movement of whole-
sale prices, for the following ressons i

» (1) The index number of wholesale prices in Egypt is not an allinclu-

~ sive index. It leaves a fairly lerge number of commodities and indeed
those whase prices have rises most. ‘

(2? The prices used for comparison by the Statistical qumwnl-\’ |
nre in tany cases thoss of * official prico-Ests™ which, we all know,

do wod reflect the trae movement of prices, . ;
13, —Besidos, Dr. Eman soents 1o milmit the force of the quanti-

tative sspects of the valoe of money by exposing the dangers of

ieflation, which is an application of that mspoct of the question. ‘

14—After all, what is infation if not an increase in purchssing
power mot offset by an equal increase in the volunse of trade (Bye and
Hewett op. cil. p. 317); the classical example of which is - PINING ‘
for @ war by izing poper-money. The Government provided reith
mew money of ity owen making, cowes into the skl e o cowpeting
bayer of goods and sereices.  (of. Ely and Young: Outlises of Feo-
romics, p. 30).

15, —And indeed the pociure given by Dr. Eman, in his explanation
of the " Revemwe Theory ™ of the valee of mowey and the movement
of prices, does mot differ {rom that given Ly amy * quantitative "
theorist of she phases of inflation. Lot us take R.G. Hawtrey's picture
(in his book * Currency amd Ceodis ™ pp. 2143-250) :

¥
T _.‘M..‘—.:-

-
Y

War finance almost invariably starts with a barge amount of teme
porary barrowing. Traders” stocks beoome low, They begin to
1aise prices chatged to conswmens, Ansing from scarcity, this rise -
of prices is wot inflationary, Nevertheless it swells tradery’ profits.
Incidentally, it turss part of their workisg capital into cash.
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©(B) Anweanle, the gap betaeen vhe as
s il by wdvomees to the Govornment,  No mor comclasive
4‘-' 5 wkkm of this can be provided than by thmmduu
A of decesmber 31, 19043 of the National Hank of m which
L mu out of the funds at 7ts diqt(uu', smnounting to abayyg
£'”M the Bank favested about 120 milfsons ™ Fondg
ﬂﬁ‘ . mainly, I presume, Britisk Treassry Bills and British
(¢) 1f Bowever, enough funds are wot forthening through taxn.
A tiom and ordinary borowing, then the Governoent resorty
" " to borrewing from the bankars in excess of the ondimary lomits,
: &um&w&-h(murywlﬁhwthm
B * Jast resort the Govermment barrews from the central bank  am
A  ipereases the Nmits of note-issue.
1 .. £ 4 4%, —The reselt ix inflatian with ia ussal symptoms, princpally
- Y. _l“ m
a.'! g ,mm this pictare with that given hy ”.. Bman. in his expo-
 sition of what he calls the Revenue Theary, especially when be speaky

~of * vucintions de Tevenu indépendantes do ha production™ and of
the “ ecroi it des profts . Ooe is at a bows 1

A% >
g - L
l

L Ww difforemee  botween the two pictures.

. - hMbom maistained that by increasing the quantity
w w6 inorease of Pyodm:tinn) prices lutnlnaﬁta"y
iodistely vise. Tt has been shown above, clearly coough
: .-. ﬁ},bﬁlﬂnﬁu & new (of extra) powerfal competitor X
ped sorviees in the market, #7. the Goverminans, that the

"i. I ‘: o | servicen A
attn st jenduoes o elfec 00 price”
' ﬂdnl the same whete the notes ismed are

'-..".i‘,,,‘* n |
e dlispe ""ﬂmomm who hiave isssed them,
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20 -The recent examplos of this phenomenos are the Snancing
of the German armses of occupation in France, Hollsod, Belgium,
Demmnrk cte. and the fimancing of foreign woops in the Near and
the Middle East.  In both cases, sow and additional purchasng -
power is par on the market which does not enerespond to an extension
of proddntivm and consequently of goods in exchange, There is perhnps
this differonc that the chanees of Gesmany yaving hack are remote,
whide those of Britain paying ita debes are more real.  But in both cases
the effocts of this method of financing the war on the valoe of the
local currency and ossequenaly on prices is the sames, efs, & rise, g,
sometimes sharp, sofuctimes alow, of prices,

22, M, Eman's expasition of the situntson in Egypt shows, to my
mind, a misapprehension of 1he facts

2. —Uis lustorieal sketch of the note.ismee in Egvpt is fairly acoss
rate. 1 woul only remiark that no formal @rrdé was published in the. 4
" Journal Ocinl ™ im 1916 nuthorising the rephwement of gold by,

British Treasury Bills in the noto-cover. Bvon were there & pruper e

Arrétd or oven & decision of the Council of Ministers, it conkl not alter $
a gityation creatod by Dectee. Aud, in 1040, by legal ensotment i
(a law) the privilego of the National Bank in the note-issue was extended |
far forty vears ™ auwr conditions stipmldes dans ses staluts ™. x

24, But it 1+ in kis examinstion of the present position thas M, Bman
fails o show a true npphlun()m of the farts. Thete is 3 w’
a case of inflation of the type foresecn by Catloin, ‘#és: 50 whialy she.
notes wre put at the disposal of a bormower ar borromars, in our case N,
the foreign armies,  These armicr are boang fixwscad in their *'.
diture i the Tocal morkel muinly by lozns 1o the United-Kingdom.  And = £ 18

ot method dias been facilitated by irregalar saumsres taken in 1916 .-
(andd qualified as purely temporary) wherchy Beitish Treamsry ”(‘;’ g 0
were allowed to take the place of gobd in mm“m*:’ L
issised by the National Bank of Egypt. 3 e

L)

5. It is ot the chussical case of monetary infation, caused bys
deficitary bardget o by what Mr. Ewan calls the " bessine exorbitants o
du tréwor V', but it is & perfoct care of mometary inflation just the seme,
The fact that the extea money is not put at the disposal of the fise v
does not alter the diagnosis. Tt remains inflation, kn which the extra
money is put @4 the disposal of a foecign army, thus emabling it to o
compete on the bual market in s stock of merchandise, thus ralsing .
prices steadily and surely. ' '
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i 26.~Anil this disgoosis has been admitted by English writers in
the leading papers " in England as well as in Egypt. The * Econo
mist ™ has expounded it on various occasions (e.g. in the aunual survey
of conditions im 1042, published in March 1943,8nd in its namber of
January 15th, 1944). Andin the wonds of the Egyptian Gazette
(April 2xh, 1964) :  The statement of the Senate Finance Committeo
that there is no inflation in Egypt as it Is keown in other countries
must have comie ar a surprise to many people

20 -M. Eman is therefore not justified in maxintaining that prices
bave rien indopendently of monetary circalation. |
8. —His statement that, insgate of a deficitary commervial balance, '
Egypt enjoys peesently a halasce of payments esinently favourable,
thanks to the enormous sum spemt ob Egyptisn territory by allied
teoops, is equally numwarranted ss not in accordance with the facts
as oxplained above. The r!pwiitum by the tmops would carrect
the anfavourable balance of trade were they paying for their pur.
« chases in merchandise or in £, dollars, ete. which can be applied to
the payment of monchamdise imported by Egypt. But this i not,
# shown before, the case, the fnancing of these armies boing to a
great extant effected throwgh borrowing and bwue of local carresncy (£).
”'—:‘.8‘5"- M. Eman doos ged strike a true note where be malntain,
thiat to spesk of the * saine stustion de la livre dgyptieans viedvis
des monnaies étrangires, c'est momtrer courte vue ", The claim jy,
L1 fact and to soma extent, quite justified were N. Eman thinkiny
of comparing the Bgyptian pound with sterling. The financial situy,.
! tiom of Egypt, whether we think of the fimances of the State or thoge
of the people, ix quite sound. And abthough Egypt is & mugl,
smaller countey, its fimances compare, within their limited volume,
quite favourably with those of Britais, @
30.—We ate not certainly faced with a prospect of & big steain on
our finances through the hnge war expenditure as the United Kingdon,
i fnced.
31 —A short samtoary of the situation of the United Kinglom
would show that ake i threatened with a steadily imcreasing hurdey,
of dabe :
(1) By July 1943, she had disinvested £ 2185 milbons wort),
of her investients abiroad and her b‘dlm abroad wer
noaring exhaustion. :

L.
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(2) She hnd sccumulated an external deba of £ 1,000 millions,

this apart from :

(0) Lend-lease ;

(8) debts to her colonbes;

(¢) debts to coanteies in the Middle East (other tham Egypt).

(d) The delt bas risen, since july 1043, in the case of Egyps,
by & 24 millions and in the case of India it has been
risimg by the tume of £ 25 millions per month,

(¢) The national debt has already reached the astromcmical
figure of £ 20,000 millions and i still rising shasply
Its bunlen is estimated to reach in the carrens financial
vear 400 mjllions, but it has to be noticed that w
good part of it is in the shape of short teem loans (ie.
Treasury-Bills) on which very low rates of Interest are

When these are conmolidated, the burdes of the .

debt would jumip to a muoch higher figare. And the war

is mot b its end yet, even in Burope, Jet t
eyt rope apart the war

32 —In o peacetime budget of £ 1,000 millions, swch 3 barilen
would be intolerable. Even were the post-war peace budgets 1o be .
stabilised at £ 1.500 millions per annam, the barden woubd still
remain Lo bM\')’.

33.—This all goes to show that those who kave shown certain

ions as 10 the future of £ were not such short-sighted
poople a3 M. Eman seems to think.

24,1t is true that one factor in the problem, miz. the bevol of P
in Egypt, gives casse for anxiety. But this factor, indesd all the
mpocts of the situation, are not beyowd repair:

(1) With regard to the note-isme, of course tho whole system
whereby the allied troop’ purchases in Egypt aro financed by Joans
to the United Kingdom should be stopped. An escouraging peoce-
dens s given by Iran, who has como to an agreement with the United

: and Russia whereby [ran gets for the notes she puts at the
disposal of the .uip-_ltmpcagoodpmmuge (#0 per cent and oven-
tually 60 per oent) in gold and the rest largely in the shapo of goods
(mainly grain). >
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- 3-~And to my mind, the importation of goods in payment of

~ the whole expenditure of the aliied troups in Egept woull be the best
- expedient. 18 would put & stop to the inflstenary consequeaces of

this expesditure and at the same time belp 1o ropair the searcity
dgodl‘hdl hmm.bmuhth:ino‘pthmlhnnm

A u.—-wm measare of no mean imgoetance in coping with
u..m is o proper system of rationieg amd covtrol of prices
which woubd help us make the greatest uso of the stock of goods at our
MMM!&unmmlmolpmu

3. —As 1o the suggestion of M. Euan " d'augmenter Toflro oy
e I desoande = whila it is pdwd.\ true, it leaves us in the vague
hlll of truistus which do zot give a suffiGently precise and practical
m ont of our present difficulties.

M. un Daswisu, B.Sc.
(Econ.), Loaxpox.
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Docéews en Droit. Licencid is Sclences, M oid M !
Ex professeny oqpﬂéuarmmhmr !

1.~ Corrélation emtys civesbation € pHiE.
Pour tre bien posé, le po o de I Linison entre ka
dhpﬁ!«hukmwldwwhmm.m_
L laquelle il faut cestendme i los procédés do recherche h:“‘l“:w
> amnmduy.o&mm,.m-f‘, -
peiwiant }a pamtre ““"""“"!"““‘“’mhmmm““.
shcies Gtmlbdes, o'e_l-i.cﬁto dqn- 1910 pour Vindice des prix
tiens o8 10 W’m:v. éayp-
wrnphiues de ces deox u&i? f‘“'_”“ o 1943 v
pmlhﬁﬂ"e frappast (ui A'eXprIme par wn M""’:. :

: effet um
" corrddation do 0,50 _ .
Bt et LT R STRSL SR S

Pour les nundet 19301943 (wiries semestrielles) M,
¥ de 0.00 entre b pourcentage dangmentat m m
rentage d'augmestation des P‘“B'. gt

dation €t le PORE _
en mp}fm "t‘ aux o qﬂ.ﬂl du W.
' Ces pésnitats ponbilent ahsolument conelnants, .
> =y jemt qne Je mouyement des PrX égypliens _
\ qul,,h’:,g“|ﬁ"‘ cemonts de ] circalation. ne s'explique
. 1o peobR® gerait tranc ‘-
N Eo pourtant S B ier jusqu'h caleuler das eoecients de
Iation, on <OMPA" : - 3 oerd-
(1) Prix &gypaiens o pﬁx .uhn.
(2) Prix ryprien? ot prix amdrcaing.
" m Prix ogyphees ¢ prix du colon dgyphien.
\(,) Prix égyptee™* y pecettes des chemins do fer égypiens,
(5) Prix égyplicn- ot montant ch:s dipies 3 la National &
4 On copstate ontoe €08 Jivers P‘I&iqne? 'h‘mu'm.
'mlaliou ot pnx, ot 'l“ s .l "‘Qﬂ

puwi pattes quientre O
fgalement. par des coefficients

do corrélation vousins de Panité.
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Il y a 1A une anomalie qu'il W'agt de compaendre.

Je me propose de montrer que toms ces cocflicients de corrélation
sont trompeurs ot en conséquence que le probléme wtatistique reste
ouvert,

Le problime des faseses corrélations (spurious correlatsons) sigmald
pour la presmidre fods de fagonm retestinante A Uattention des spdoin-
listes par Udsy Yule, préoccupe les statisticiens depuis plus de
trente ans,

Yule avait obtenn un coefficient do corréiation e 0,95 entre la mar-
talité et da proportion des mwanages fait par UEglise d'Angleterre,

Apres diverses discussions, bes statisticiens sont tombés d’accord

‘\

sur In nicessité d'éliminer des wiries chronolsgiques avast do les com. & "

parer, les mouvementa siculaires et salsouniors,

On ne comparnit domo cex darnidres unées que des séries renfee-
mant simplement mouvements cyeliques «f mouveswesta acoidentels,

Les mouvements accidentels de grande dmplitude Stant relstive.
ment rares, of ¢m".it AINAL ATriver A ute uplicnion des c-ycle-. done
des crises. Tel & été l'objet do Vimpartant ouvrage de Tinbergen
sur " Jos Cvedes aux Etats-Unis de 1929 & 10317 publié sous los aus.
pioes & 1a S D.N. ot dont J. M. Keynes & pu dire qu'il était ladernsire
reison d'@re de la SD.N.

Ma position personnelle ¢st nettemoent siparde de paredlles tenta.
stives, (st A mon avis dans une toute autre voie qu'il faut se diriger,
Cette voio o'eet la comparaison de séries dont le mouvement eyeligue
fvi-mdme ext diminé ou d'ume fagon plus précise dew! loul goueemen s
comen gwiral a dispary, © Oa compare ainsi sealeroent dos mowre-
menis accidentels plus ou moims accentués, ¢'est-hdire quh propre.
ment parler on étudi réellamont des * expéroences V' boomamiques,
lisant grovisirement de olté toute explication des mouvements
généraux, cyeligees ou séculaires.

Ia mithode par Jaguelle om arrive & ce résaltat est trés simplo.
Elle coneste d'atord & difinie Jo mouvement commaun, aind quo I'a
fait b Comité de FUniversité Harvard, comme s moyenne de séries
marealisdes. Je wois étonné qu'on n'ait pas emcore A ma connuaix
eance été plus loin et tenté d'@iminer Jo mouvement commun ainai
défini pour utiliser Jes sécies risiduelles bien plus intégessantes ot bien
pluz signifieatives. Lo mythe de la prévision des criss cycliqued a
vraisemblablessent écarté bes chercheurs de cotte voie pourtant féconde.

L'application de oette méthode as probléme égyptien condait &
des résuliars provisoires teds mets
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Oa trouve entre les wéries résiduclles un cocflicient de corrélation
de-0.30 environ, ordre de grandeur que des prooédés, diss aw grand
satisticiens anglus R. A Fisher permettent d'aflirmer son signifeatif

11 w'y @ done aucune cornation vraie enfre cireulation et priz qus 200k
simplement ontrainés, lovs dewr, par le mourement pénéval de I'édomomie
dgyplaenne.

Il semble qu'il w'y ait pas non plus de corrélation vrae catee pric
égyptiens of prix britanniquees ou prix américaing on prix du cotos.

11 faus dono chercher une auteo explication au mseuvement des prix.

Ea gros, cette explication me parait devoir re effectivement oslle
de Mr. Eman qui & appliqgné ax problime égyplies bes idées de I'éeo-
nomiste frangaia Aftalion,

Lo dernier point de vuo do Mr. Craig dass use Mtbre qu'il m'sdeos-
waid b T fivrier 1944, w'en rapproche dgalemsens: P

" My position now, écrivait-il, ix that momey is in itself ineet and
that the vera cauda of the rise in prices is the psychology of the markes,
bus abusndance of money is & necessary condition for the rise in prices.
I believe also that, as mankinil is constituted it is also a sufficient
condition (cetorin  paritus) ",

Toutefois, & Fappul de la théorie paychologiqee défendie par
Aftalion, comme wun perfectivanement de la théorie da revean,
Mr. Eman signalo que la hausso des prix égyptiens a'est peoduite dis
sopdembee 1909, date du diclinchement do fa guerm, alors quo los
conditions dconominmes éaivnt encore inchangpées,

Le fait est exact pour bes peodaits impoetés, principalement indus-
tricls, maws les produits strictemont focaux nos seulement n'ons pas.
haussd mais ont mdme subi une Mgiro baisse pendant pris d'un as et
dewii, du woims Jes produits essentiels comme e blé, b mals et Jes

T {avos,

Jo crofs qoe Ia théorle paychologique a ume part do vérité, mais
je voudrais n'y faire appel qu'apris m'Mre assuré que toute suber
oxplication est impossiblo,

I —Quelgues ordres de gromdenr,

Sur la bnc des deux équations fomdamentales do toute &ade

¢covométrique du probléme monétaire, Uiquation des  échanges

T
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A'lrving Fisher MV £ 'V = k BT, of I'éqeation du revena R w=,
KPQ() oa peat obtenir quelques résaltats intéressanta,

Las voica tels qoe jo bes al établis pour mon ouveage sar 1a** Hawmsso
des Pric em Bgypto ot lew Moyena de la Combmttre ¥ actoellement
en cotrs de ymblication.

(1) Lapplication numériqee de Véquation des échanges montre
que 4 mosmaie en cirealation M excide dans |'aswz fortes propor-
tora los bessing momitaires dn pays, résultant do In havsse des prix.

.

Las excédents sond esviron : LK. <=
, ‘ w: ”lll " e "y 6-6‘0'm
194K, .. v e 13:172.000
’ M2, o e 29 008000 l‘

Essayoms d' cxp&qucr ces excidents dont, sy moins une pastie ey
attribmable & co quwon pourrait appeler une thésaurisation.

(2) L'exeéident des grosses coapures, signalé dans lo dernier discoura
du Président de 1a Natiooal Bank, condumit, par certains calouls, &
wlmettre qu'il & existé une théssurisation pour les montauts appro-
ximnatifs saivants :

LE.
en 1000...° ... ... ... 0,300,000,
WL, ... .. .. 10,500,000
08, ... .. .. 13.400.000 -

{9 Do ontto thisaurisation totale, nows poavoss iscler la thisag-
pisation qn‘m révéle par la série de la circulstion IMIIMI’Q. /

-

() Sur Is promblee Squation, weoit Do peécédent arsicle do Mr. 1. L Cralg "Th

sevenl i of prices In Bgypt ™ dama 'Egyple Costemponsise Nov 196-106,

Jauvier, feuriee J0ML, pages 17 ot 18, |
o seconle équation sigaifie simplement qu'un (odice B S revenu monitaice

cayprien et b use comtante K pobe, lo prodult de Uindice I' di - prix et del'indice Q

i vodase de le prodaction, loquel indice Q peut Egalewnint (i ccaslicd commo

ari lodies &9 Tevens nalinsal réel,
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apris élmination des variations saisomnalces, et estimée grossidre-
ment par des mesures graphiques. '

Ona: .
Thisaurisation accidentelle.
s L.
m Mlll e s .- ‘.m m’
m'lvn L T TR a-m.m

B&.. ... .. .o 7.000,000
3. ... .. oW 3.20.00

(4) Nous pouvens appelor thésaurisation de slructure, ce qui reste
de In thisaurisation des growes coupares apris dimination de la thé
ssarisation aoccidentelle,

Théssurisation do structure
L.E,
poar 1940, ... .. .. 1.300.000

. . e . 2,250,000
ML L . 3,800,000
8., .. .. .. 10.180.000

Ceto thésaurisation lite de stracture constitse un exoldent mont-
feire qui pout servir: ’
~ 80it AUX lnanq;es de dépdt pour wakatenir wne plos grande
tocalsse permanento qoe par le passl (erainte do paniques
d'origine politique toujoues possibles).

~= i nux commergants pour peofiter des possibles occasions
d'achats intéresssnts sur lo marché noir

— it aex pasticuliers pour une thésasrisation réelle proprement
* dite (épargne stérilo). :
Qnoiqn'ilmnitummbnuriminnm;mhmhampm
mwmwluplipothtoulm:ium&hmmodhimmv&
par V'équation d'lrving Fisher, :
1! noua faut done npmrqmlngmusﬂuh‘d‘mlnnp&
turbations encore.
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@ 99 pourrait penser 4 expliquer 'excédent monétaize par Vexten~
I_" du domaine péographique d'wtilisation do la monnaie égypticnne
(armées en campagne). Mais d'aprds mes informations cos wutili-
sations exceptionnelles ons éé de peun d'amplour ot do courte durée.
N faut dono chercher ailleurs:
- moﬂ posreait penser que I'accroissement excédentairo de la cir-
." ‘mwﬁmt A la moindre utilisation des ohdques, cette
A MM provesant de ce que Jo chique constitue une preave
en “‘fa’ M A l'égard do cortaines lods (tarification, bindfices
‘ exeoptionsels). '

» Mals 'équation d'Trving Fislier Gent compte de la circalation der
‘chdques (M7).  En outeo, d'apris les statistiqnes des chdques présentds
awx chambres dogompensation 1a dimination de Vemploi des chiques
Wead produite au début de la gaerre en 1930 et 1940 alors que ces bois

Bedistaient nia et 1a ciroulation des chiques n repris un accroisemnent

nosmal par Ia saite,

e | W M auz Chamlves de Compensation

v LS o o DR L.E.,
19391938 . . 130,000,000 ML . 141900000
1939 . . L NB.000.0000 AR . 214.300.000
1940 .. .. .. 111.400.000 I3 200,400,000

Il semble donc que s moindre utilisation des chdques wexplique,
towt simplement, par l'incortitude généralo du tempe de. gueeen g '.
fais, por principe. préférer Jo paiement on espdees au PRieTan. 1. |
0“‘“' s N . l'llﬁﬂ. e i

(1) Dans Papplication numsésique oo l&l‘“‘"m'b: '"m’x‘ jhic, e

qui @ conduait aux oxeddants monitaires que noux ] ;:-:tnmm'c'r». \
» quer, j'ai adopté comme indioe T du eoliees (llﬂ“""'.'n) : y 1'6 un;io \ >
lisdios Q du volume de In pm’wﬁou déh':nmné lm. l“_" 71
Rowe KPQ, Ostimlice enpegistro des dimsinutsons du revenn mationg]

rénd du pays de: :
1540

29, environ pour 4
B l)‘.'o “" " son | avt ‘:‘“.
l 18 °), N & ey B
Or Uindice T us diffare de V'indior Q. 94 parce qu'il tient compi,
l’f’ ‘“ua m"'
: ‘
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Une teansaotion peremtnt commerciale o -
cosaptée dans Findice T dos transsctions e . l't:;e :.- ::.‘:n ::fdv;o'g
des quantivés G'h\nﬁm cldi nenredistre e -l«::.’{n transackon
de bs période enviaagée,

Ea temps normal Jes doax indices prise o Viuisemblablement
ai‘:‘ Varmtons deroitemont paralitles, mais j) PEst u'en dre plus de
‘ moan an temps o geerre.

l.-:‘ eflot, noas POUYORS SAPPOMT (ue |y trassactions commerciales
i u'ons s o B da fait de I dimingtion s |
ons olé rv'mlﬁ\(\ém par dex trunsaotions '}!{ﬂﬂ':"’::( ?‘.irt'nl:'m(:h}:m
ghobal portast sue los peantités restantes, :
Dans  cotte hypom'. les e roants professionnels  auratent
o ampensd baar insctivitd lnwnf Provenant e 1y
me dos vontes, o so constitmant simples imtory,b
gyramd nombre o marchandises,

Cetto supposition repose au foml sur 1y fonstatatien gue le eom
morgant ac laiese pas son argent dorsiy.

Dans oe cas, malgré la diminution do Vindice G €s ls prodsetion,

Vindice T des trnmaactions serait resté Pratiquement meha pendant
b durde de L guerre. Sna

Fa b 23 A S

¥

diniimution du velas -4
lalren, pour um plus A

.
LR WY YUY aeT™

Sur oes hases, ot aveo des ainﬂtmmh cotvenables, de Pindice des : .
pwix, on arcive & expliquer & pea prés oxoblent monétaire dos anwéed i
1910 ot 1941, mais il resto pour 1942 et 1943 des rexdus inexpliqeés
do 2 ot 4 millions de livres respectivemest.

Ow e pourrait arriver & des résaltats plus pricis (e par wno anakyse ‘.
de In Vitesse de oirculstion de la monmiie dans los divers soctowrs y
doonomiqies du pays, v

. ‘4
¢

Aux résultats qui vieanent d'étee signalés, il ne faus attacher qu'sne
& signifiation d'ondre de grandeur, do veaisemblance plafeale. E
’ En tows cus, ces conoeptions font jouer & la cirealation mondledre
un dle purcmont technigue et nulloment cowsal. La monnnie est
e isstremont, un outil de I'6conomin ; on dit d'ailleurs couramment
les instrumocnta do crédit ou les moyens de paicosent,
La caumss des pactarbations doonomiques actueles doit dere finale-
qent rochberchéo:
(1) dane Ls dimisution des quantités do biens mis & la disposi-
gion du pays (baisse des importations industrielles 4 du rendensent
agricole) :
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(2) dams les dépensis des armées britannigues; !

(3) dans l'mertio gowvernomontalo qui a4 permis & Facomissement
de revenu provesant originaircmont do con dépenses, de demosrer
entre los makas do particaliors désireux de lo dépeaser en binos do
oonsommation aussd mpodemant que possible, et en conséquence de
peser sur b prix d'une fagon cumclative,

Ainsi, la prossion sur bes prix, en 1042, provesait d'une part des
nouvellea d&pcmu des armdes Deitanniques, en 1942, et d'autre
part dos anciennes dépamses de ces armbes en 1941 et 1940, devenues
des @éments de revenus pour teute une conche de commorgants dong
los propres dépeases ons, i la Jongee, dissfenind ontre de nombrenses
autres mains, bt poswir d'schst mis initialement en circulation o
dent une partie aw moins aumit pu dtes soppde 3 I souren par des
mesures appropribes, s

Eo oconalusion, b mécanisue Sconomiqes me pamit pouvoir §ere
considéed commo un sous, prét & enregatrer des modifications (" Otiging
absolument queloonges (production, importations, prix, eto).

Cos modifications initisles, dont ks causes peuvent 8tee Qiverses
(‘ﬁwgnphqua, tochniques, Mgislatives, extéoieures) entratnogt des

chaines do répsrcamions adaptatives qu'il est du devoir de 'ﬁono-
miste statisticien de pedvoir, .

Pieene (Im.
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Au comrs do sa trds intéressante confirence Mr. J¢ Dr. Etan wous
o enteotony wur bes rapports entre la cirenlation monétaire ot los prix
en Egypto ot oola sans nigliger los autres factewrs qui dupe Mansee
géndrale et d'ume fagon plus accentuée & 'heure sctuelly, inflwent
sar la formation des prix,

Parmi ces factonrs il en existe un qui me semble présenter un intérét
particulior et qui doit #re signali i canse de 1a pars tris importante
qu'il & dans la formation de nos prix.

I est copstant que tout fohange do marchandises 0w servioes contre
use quantité de monnaie s'opire en vortg de la certitude qu'a le vendeur
de pouveir dchanger & n'inporte quel mament ow presque A monsxie

reque comnse prix des richesses vendies avee une quantité i prs prés.

définie d'autres marchandises ou servioes.

D'une fagon géndrale bew éclianges s'opieent ainsi uniquement entre
richesses réelles, et dans les Schanges la monnase joue seulement b rile
do mesure de la valeur des richessns susceptibles de "entroclianger
et do rémervoie du pouvoir d'achas résultant de In procduction ot de
I'aliénation des biens au service,

Examinons maintenant comument so présente la situation en Egrpee,
dnns ses traits fondamentasx.

Pratiquement tout possesseur dgyptien de monnaie est dernandest
de marchandises ou de richessos qui doivent &tre importdes de 1'étranger
ou qui oxistent ou somt produites dans lo pays dans une quantité
besucoup moindre de 06 qui serait péoessaire pour satisfaire toute
la demande.

Les stocks existants sont on woie dépuisement ; les importations
sont insaffisantes & balancer les consommations ot quant & la pro-
daction locale, sa capacité d'sccrolssemont est tost su moins fort
limitée dans bes cireomstances actuellns.

Dans une mesure tris conséidirable Ia monnaio égyptieanc reprisents
ninsd & heure actuelle non pos um pouvoir d'nchas sesceptible d'3tre
utilish & n'importe quel moment ot suivant la volonts de son possessour,
mais des hiens anx services que d'ume fagon ghnéralo. we pourront dtre
obtenes qa'npréa la guerre lorsque la prodoctson of ka circulation des
richesson seront redovennes b pea prés noemalos.
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Mais nu ne peat savolr méme approximativemest quand cetie
noomalisation bien que relative se réalisera, de mdma que T'on ignore

quel wera Je prix expeimé en monnaie qu'on devra payer lomque les

marchandises attendues pourromt dteo achatées ot importées.

Now Gchangos intfrieurs sont sinsi caractéisis par Je fait qu'ils
a'opirent non pas entee riclesses certaines et virtoellement actuelles
comme cola arrive d'ondinaine, mais entee tielurows cortaines of actuelley
d'une part et une monmaie qui représente essentjollernens des richosses
Autures ot guantimtivetient incertaines d'sutre part,

Si cette monnaie qui repeésente aasentiolleiient des riclesses futures
ot quantitativement incertaines veus dtre &changio avor dos richesses
actuelles o quantitativement définies, il est do tomto Gvidence qu'ells
doit sacrifier ume fraction de ss valeur; de sorto quo en Jéfinitive

les prix d'échange des richesses actuellemant disponibles s'exprimans
Décessairetoent dans use monnais do Vesplee sus-indliquie, seront
considérablesnent plus Slevés qu'ils ne Je seraiwnt dans des conditions
d'&ehanges normales,

En outre, abutraction faite do tout amtre élémens, I'écart entre Jog
prix qui s'établiraient dans un rigime d'échanges normaux et couy
qui s'@ablissent ser notre marché dans les circomstancos présentes
tendra & varier saivant Jo cours des évéseraents qui feromt apparaitey
Pl ou moins floigné lo moment ob les marchés Q'approvisionsemes
redeviesdront acoessibles et plus ou moins abosdante Voffre qui powrry
btre formulie par con dotniess,

L'éas de choses que mous venons W'esuisser somble justifier 1y
Wtion qee le miveso péméral de nos prix me devrait pas changey
mbbmoqt wéase si par une hypothise irréalisable toutes les bank-
notes e circalation mraient remplacéos par des souverains d'or ot
::’:“ bs °d::‘:: de 'Egypte vis-i-vis do I'éranger seraient righies

_Tout cet or we pourrait pas acheter davantage quo lo marchd intérieu?

ot pes !‘l:ckl o voie d'épuisement peavent fourniy, tandis que son
pouvoir d'ackat sur les maarchés drangers ne Pourrait s'exercer quapris
I goerre aux sustites conditions inconmues quant i P'époque de livraison

D'aillours, ume telle situntion ne serait Pas nouyelle dans les annales

e l'w ique ef, & phasiears points do vae serait semblable
& oelle qui e produiedt en Espagne su cours du XVIe sidele.

<2
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la découverte de I'Amérique fit affluer en Espagne une tris cons-
dérable quantité d'or et une immense demande de produits dont les
nouvelles colonies avaient un besvin absolu, Et i la faveur d'une
malencontrease défense d'importer des produits érangers, il a'onsuivie
une émorme hausso des prix qui plosgea le pays dans uno crise dpou-
vantablo doot IFepages ent & souflrir trds longuensent,

St wous romplagons Nafllux d’or américain par Jes dipenses des armnéd
allides, la demande des prodoits des mouvelles colonies par Jes besoing
des suslites armées et la défense dimportstion par les difficultés
dimportation occasionnées par la guerre, nons oblenons un tebleau
qui est grosso-mods cefui de I'Egypde aveo son haut niveau sctoel
des peix,

Mass tandis que I'Espagae eut & souffrir longnement de sa pléthore
(or, I'écomomie égyptienne qui souffre seulement d'une immobilisation
du considérable pouvoie d'achiat “dont elle dispose, pourra, si elle est
bien dirigéo, on tirer de grands avanlages, car colte situntion spéciale
d'une part constitue un stimulant & b production locale et d'antre
part en inposant |'abstention de tris pombrecses dpeases on produits
de consommation favorise Is transformation des Liants revenus actueke
on capitanx qui s'avieront dtro wn précieux instramant de prodection
de richesses dans Vaveair,

Dg. 8. Vitare

-




-
1,
,
-~
»
-
K
.

| gl




Rivoxse pr My, 12 Dr, ANDRE Byax 4,
MM=s. LEs pocrEURs DAgwion® BEY BT Praire Goxia

Puisqu’il me faut ordonner mes réponses, vous me permettrez de
premddre en comsidération d'abord les ohservations du Dr, Gorra qui
partage en gros mon point de vue sar les mouvements des prix en
Egypte mais qui me fait donx oritiques de détail.  Je reléverai envuite
les remarques du Dr. Daswicho dont les objections portent sur "ens
semble aussi bien que sur les détails de ma communication,

» ...
J'agtacke wun intérét tout spéoial au reprocke que "on m'a fait

*d'avoir pris 1936 comme uno année représentative des  vaniations

Yariotizas saszaniirn bofa cireulation fiduersire o Gggpte.
Moyennr s aewm
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saisonnitees de la ciroulation alors que la guorre d'Ethiopie avait
dolaté on octobre. Au cours de la période troul e qai a précddé lu
guaree, il est assea difficile de dégager une année francliement normale
pendant laquelle des évdaements politiques r'ont pom désorganisé
momentandment lo jeu automstique des varistions saisonmidres.
Dun autge 06, jo voudeals Gviter de remonter 170p eu arriize pour
faire lo ehoix d'une année de base, nussi Jai rectifié les variations
saivonnibres de la circulation selon les doanées de la moyenno e
Auatre années consfoutives allant de 1055 & 193¢, Jai #abli & votre
intention cette courbe (graphique No, 1) qui je ceous, est sincdrement
foprésantative des vasiations saisonnidres do Ia ciroelstion en Egypte,
. On so rend compto quo la dreslation est intérieure & Ia moyenne
dans lex 8 promiers mois de Panuée et par contre, olle oat supérionrecs

- Caurbe rpurie befocrenlition Fbormier comparie's booouebe b grin e gras
¢ Serflel waneme
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A cette noyoune dans les dernbers moie, EBlle fiichit do pris de
11 pour cent en juiller ot s'accroft dans une proportion de pris de
12 pour cont en octobre,

En tenant compte de oes nowuvelles dosnées, i'ai obtenu une nouvelle
courbe épurée de I cireulation qui, confrontée avec celle des prix
nous fournit des renseignements catégoriques et comfirnse, jo pesse,
'opinton que javais &mise 'autre soir, On peut sigoaler une dis=
vondance trds nette des courbes considérées tout au moixs au début
du conflit.  Vons pouves vous rendre compte de la marche des courbes
les prix et de la circulation par un coup d'wil sur le graplique No, 2

wqui porte sur uie période allant de juillet 1039 & soptembee 1940,
Incidemuniont, j'attire votre attention sur la courbe des prix qui est
UVimage Sddlo des prix de gros officicls tels qu'ils m'ont && commu-
niwés par le Département de Ia Statistique Générale de I'Etat ; ils
ne tienment pas cowpte, bien entendu, du trafie existant au marché
mvir.  En outre. le Dr. Darwicho signalo que 1a liste dos articles consi-
dérés par le INpartement de ln Statistique ne comprend pas ceux
qui onmt lo plus hausd (paragraphe 12, alin. 1 et 2). Ou pent dive
gue #i Pew devait firive cox des allégations dw Dr, Darsicke, wotre courbe
des priz ourait éid plus dlevde of nour aurions erregisted une discvrdance

, eweore plus accentudo aw début de la guerre entre les prix of la ciron-
fatiow. J'ai fait partir les deux courbes du mwis de juiller. En
aoldt, la circulstion s’acoroft de plus de 10 pour cent ot los prix
baissent Mglroment. Bn septembre, la circulation déeroft mais
los peix prennent résolument le chowsin do ln bavsse qwils n'sban-
donneront provisirement qu'h partic du mois'de mars 1940, En
octobre et on novembre, la discordance s'accentue ; de décemlre &

& [vrier, les prix haussent dans do fortes propostions et par comtre,
In ciroulation escille autour de indice 111, En runcs et duns Jes mois.
ut suivent, les peix so stabilisent mais au contraire, ln cosrhe de In
ciroulation progresss dans des proporfions sssex fortes pouy dépasser
définitivement dis Jo mols do mad bs courhe des prix.  Depuin septembee
Jusqu’en mai, les amplitudes euregistrées dann 1o courbe dos paix sont
lek prias importantes. Depuis mai, un phivonsdne oppesé se produit,
ks mouvemonts de Ia cirenlation sont besucoup plus amwples, En
vonclesion, Ia cireulation est plus lonte que bes prix & s'engager duns
la voio de la bausse ; on enregistro uno hésitation dans lo hawse do

v s circulation dans les 8 ou 9 presaiors mois qui ont sucoédé & la déela-

ration de guerre, Loy prix, par contre, havssent réigalidrement i

oette époquo, Now courbes montrent clairement que les prix n'ont

pas’ joub un rdle passif.
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Il parait que j"ai omis de vous dire qoe la hansse des prix qui 'est
produite en meptembre 1939 & affoctd Jes marchandises importées,
La Dr. Gorra me fait justemens observer que Jes produits strictesent
Jocaux tels que be b6, o maie et les foves non sealoment n'ont pas
hansais mais ont wéess sobi une Mghre baiss pesdant prés d'an an
ot dewai.  Jo ervis avodr précisé dans mon mansserit que ce sont Jos
articlon d'origine dtrangbre qui ont immédiatement évolué vers la
banse. Oependant, j'scospte yoloatiers s remarqoe du Dr. Gosra

- qui sascerde fore bien aver monm srgussentation, Que tes prix des &
produite d'impertation ajent varié dazs des proportions plus fortes,

‘pour veux qui seutiennent que Je mouvement e
Banue earegistré en septemlre 1939 n'était yues 46 & wn factour interna
male bien & une infuanos extérienre, & des motifs paychologiques.
Ee moavement de hauce o bien rogu soa impalsion de V'extériour,

Lexpost du Dr, Darwiche qui renfernie un certain nombre dg
‘remmarques fort utiles va me permattre de fourniz «uelques privivions
ou ce qui comearne ha thiorie qeantitative de la monsaio et Ia balance

des comspites,

11 paralt que ks version que jo vous ai donnde de 1 théorio quasti.
tative dn Ja monnaie et par trop simplifide {paragraphe 1). Voyoy,
d'abord, s vous voules bien fusqu'd quel point cette eritique

quo exg
Justifiée, N

J'al dit en effet que pour la théotie (uantitative = e montast
stock monétaire ost 'ément causal de s valeor . L' o,
“ gtook monttaire ™ sows-entend non seulemoeat bes billots émie mag
messi tous Jes éments mondtaires dans Iéquation des éohangey,
Aprin tout, Jes dépdls sont ume monnaie, une monuale seripturaly
ot Irving Fisher emnploi A plus d'une reprise pour désigner les dépdes,
lo termse momuaie<dépde, Do reste, cenx qui ont In intégralement
le toxte de ma communication se soat rendus comple que “stock
monétaire ™ avait un sens extensif qui a 6té précivd dans une phrage
précédant immédistemens celle quo jo vous ai cité plas baut: * Le sena

de monnaie s"étand ; ¢'est tout d'sbord V'or, los neétanx prévieux puig
la moanaio métallique o les billets, onfia, par un élargissensent consi.
dérable de cetto motion de mounaie, des éoonomistes qui sowscriveny,
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a la théorie quantitative sousentendent également los puietnents
par ohdques an moyen des dépdis ot les vitesses de circulstion des
billets et do ces dépbts.

“ Toutes les formes de la théorie guantitative ont une teneur com-
mane ; lo mostant du stock mosdtaire oot "@éemant causal de aa
valewr, :

Mais la diffioulté réside d'abord dans imprécision des données que
nows possélons pour cortains des termes de '&guation des échanges,
Elle résido cnsnite dans 'enchevétrement apparent de tous bes Eléments -
considivés du fait que les expérionces en économie politique sont non
provoquées & Pinverse des expitiescos chimiques ou physiques. 1)
nous st impossible 'isoler 10w los [actenrs comme nows démdlerions
A la riguenr les fils d'un dchwvenn,

Las chiffres affévents & W qui voud ont $t6 sounis sent rigourouses
mont oxacts ot &i ) al dvité dane nues statistiques de parler des montants
do billets émis par le Ministdre de Financew, des currescy notes ou
do 1a mosmaie métallique, je 1'ai fait sclemmont ayant estimé que
cos monnaies oocupaient vne part modeste of sans influence décisive
gur los carations de la dirculation,

Par contre, Jes détails relatife A M ot surtout 4V, V' et T sont moins
peécis. Cependant, en co qui concerne W' je crods que les variations
cdos dépdis do la Nationa! Bank of Bgept qui peut &re copsidénée
commme une banque contrale en Bgypte, reflitent dans une certaine
mesare lo seos vers Joquel se sont dirigls les dépbts en Egypte.,

N'oublions pas non ples que 1"équation des dohanyes a 6té dégagle
dans un pays ob los paiensents par chiques tiennent ume place pré-
pondérante parmi les facteurs monétaires ot que bes conditions mopé
taires de U'Egypte ne peavent pas dtre assimilées i colle qui préva-
lont dans Jes pays anglo-saxons.

Quant au volume des trassactions T, ascun (ait préas no permet
d'alirmer qu'il so soit modifié dans un sens ou dans 'sutre dans Ia
presaidre annde qui & sncoédé A la déclarstion de guerre. T est vrai-
semblabloment desneurd statiosnaire.

Les variations exacte de V mo sont inconnwes, je I'ailmeots voloutiem,
mais I'nbsence de documents positifs conoernant les vitesses de cir-
culation we peat pas dtre interprétée commo dédnvorable & notre point
do vue. Dass Viscertitude des variations de Is vitesso de circulation
o st mal vena pour nous dite que V n'a pas joué an rblo passid mais
a déolenchif Ia kausse des peix. 3, qui doit dere considéré comme Stant
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le plilleip;l fnctear monéaire en Egypte, a évolud avee un certain
rutard sur Jos prix su début de cette guerre. Par ailleuss, il y a d'autres
faits patenta que l'on peat invoquer et qui corroborent notre opinion
selon laquello des raisoms qualitatives ont déterminé la hansse dos
prix. Iy s le cas dow comnuandes anticipées qui A mon avis, & joud
‘un r8le important dans lo dopsaine industriel.
Par ailleces, ripondant & une objection du Dr. Gorra, je vous ai
patld tout & Pheure de la hasse survenuo dans les produits importés
< alors que les prix do certaing produits domestiques ont baisd, Si
In hassso des prix était due & des raisoms d’ondre monétaire, nois
_n'-_.‘ion Pas entegistrd cette diserimination wurvesue immédia-
tement & la diclaration de goerre entee produits importés et Jocaux.
Jo suix d'accord aveo le Dr. Darwiche Jorsqu'il demande de ne
_pos ignorer los différends fartedrs susceptibles d'influer sur los prix
ot dont Weanent compte les parfissus de la théorie quantitative,
Clest pour cette raison qwe j'al considérd i tour de role tous bes termes
de V'équation des éobanges, Je erois avoir montré que les prix ont
- évoleé auw dibut de la yoerre indépendamment des divers ééments
mondtaires compris dans |'équation des échanges. Les prix ont haussé
misis saox que Vimpulson proviesne des fsctesrs monétuires. Les
discotdances manifestéen dans les mouvements do ecos phizonmdoes
m’ont fait dire que la théerie quantitative, depuis la BUOITE, the K'ace
condait pas aveo bew faits & Egypte,
Mais lo Dr. Durwicke invoque & co sujet bo * cétéris paribes * dont
on ne conteste pas la réalitd, mais il Tl donne use fonction telle qee

Ia théorie quantitative rovétirait us ecarsctive irrédutable.

11 est !ngu‘b'l‘ que le Dr. Darwich n’:“‘"lhp_l’w l‘l? notte
ment sa pensfe i ce aujel. Mais de oo quiil feds, des auteury il
cite, on retire 'inpression que tont en montrast un désie sincte,

demeurer fidilo & la thiorie quantitative, nson nmltl?nlirtntxliil'ﬁ(
4 perdre son caractére de thénrie. Daps sa forme clas ique, ks théorie

quantitative atteibue amx prix un rdle absolument paxdf ; impulion
ne pent venir que des divers dléments monétpires: ™ Le wiveaw dey
priz et normalement le sowl dément obiolument prasif de I'éguation

des transactions, Les autres éléments de I'équation générale
e I'échiange et Joa camses qui lui sont antéricures peuvent établir des
limites & wes variations, mais la réeiprogue n'eaf Jamaiz wade. " (Trving
Fisher, p. 199, “ Le pouvoir d'achat de la monnaie. ©, Paris, 1926,
traduction de l'anglais par R. Picard et J. Bourroux). Et encore,

S
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P 2110 “nows avons ve quo co rdle causal des Qifffresta favtours
qui figuront dans I"équation géndrale des transactions n'est pas symé-
tebguee, 11y o un élément essentiellement paseif bes prix ot lour nivess
géadral doit se conlormer aux exigences des astres facteurs,” ot phan
loin, p. 213: “notre conclesion Gnale sera domo la amivante : nows
ne voyoms acum obstacle qui soppose & Fafirmation de bs Joi
qantitative. Das variations dazs la quautité de moznaie on ciresla-
ton entralnent normalement des modifications proportionnelies dans
Jos prix. ™ On peat dome allicmer que suivant cette conorplion de
Ia thiorie quastitative la quastité du steek monétsire est bon 1'66-
ment cansal de sa valear,

Main vous savez que bes contradictions enregistrées pendant la pre-
wmitre guerre momliale et awnitdt aprés entro la théorie quantitative
wimed oxposéo ot les faits, ont détermind .dos économistes Bdides & In
théorie & multiplior fes pdriodes do trasmition g, dans Pesprit d"frving
Fisher, éaicnt surtont les viviations saisennidres. Par abllongs, cor-
tains ont donné une telle extonsion & Ia théorie quantitative goe
finalement om no discorne plus de différonce entre L théomie ot
I'"éqmation des Schanges.

Lorsque lo Dr. Darwiche, sappayant sur Copinion du peofossenr
Casnan afficmo = the theary of the value of nwoney includes the quantity
theory, but comtaing sowmething more (paragraphe 3), ou ben encore
wrsqu'il appeouve lo paint de vio selon leguel les prix ont hawssé en
Egypte au début de I goerro mais pour des motifs psycdologiquens
(paragraphe 8) c'eat-idire en someme, indépendsmment deo faotears
q_nnnuu(s. lorsae” lo Dr. Darwithe émes do tellos affinnations,
RV Tens e Vimpression qu'il fait veaioment peu de cas du carsos
tare cl.lﬂl“l‘\t“ d'une thiozie qni MUs 38 fnlmo (h“iquc o8t (‘lﬂ]l‘i‘
vement  quantitative? La théorie quantitative impliqee wne sotion’
caale aux. flémonts mondeaires mais si Fon nie e caraetiry pessid
des prix, s on Jour reconmalt & oux aessi uno action impulsive, alors
b thlarie quantitative perd son caractére de thiorio ot olle e conford
aveo Fégalité MV LMY — PT. )

Or si I'on néglige certaines rhserves, tout b mondo sdimet I'dquntion
des dhanges qub fournit une relstion de capmalité ontro la quantité
de monmaje es Groalation ot be niveau géndml e prix sans toutefois
attribuer anx prix un rdle passif subordonné aux variations menétaires.
I/ dquation des revenus RPQ eat dgaloment une réalité indiseutable,

Mais chyouns de cos dquations comsidéede on elle-mime n'apgorty

4

wucan éhineat  positif comeernant lo problizne de la hawsse des prix.
L}
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Qe sond les théories construites & Vasdo de cos équations qui pro-
- .‘.w l"qnﬁo. RaT'Q & l'avantage de Lsin' t-wir le rdle
. _"L' e important qee jouent les revesus dans bes variatioss des prix.
- Cettedquation s'attacke davastage, mais pas exclusivenwent, & des
© Iactouss qualitatifs, & b vetion de revesu, A Uappréciation variée que
\.°M individe se fait do Tusité sondtaire, Alors guo Uégquation
”w Mnit G1an exclosiverneny de phisomines quauuul&lc s
 quantitd de monsaic, quantité de dépits.
'DUMKQM an fond dos choses, inflation des revenus »'a
pas 66 on Bgyple la soske cause de Vaugmentation des prix. Jai
fait mention Vauten woir de la risorption do Voffre. J'ai aussi parki
du M M es rdactions humsines devant bes évines
E— M Cos prévisions, con wentissents dost le tdle
o &s mmd‘uh variations dos prix ne pewvont
évidemument pas = calodder & ruano: Awcune bquation, pas mwéeme
ecllo des TevomMS, e, paarrit maticiliner ceite rialits mouvunte,

<3

Lo Dr, Darwiche nous doase une oxplication sar by hyusse des prix.
elle -t parement quuham. 1 attribue & Ia circalation ene ron'v
oo e

e en droit d'espérer uno recharche i
ls part de mon comtradictesr sor les mmu«':.:ﬂmmfmzb;:
drinflaer sar les prix avant d'adoptar uoe solution poar Stre appa-
remment vraisemblablo ot admie par mmbre dmpartants doono-
istos, nen est pax molns en discordance tres notte aves bew fuits on

In l)r Darwiche qui rﬁva.rmm dun cetoris paribus ¢ whic
should not be ignored and umkdl!nﬂgnmdu,-m"mm":
the theory * (paragraphe 2) et auz be Bt que - “even in ita banst. copmphs.

amrait o8 avantage, jo cross & yakviv 6es conmils of & considifrer de iy
L

pris Jes termon de Uéqaation des temismactioss M e 3" Vet V', ot 7,

Do tous ces torues, il ¥ un & us weal al-k.\l oA CONBAILORS avey
certitado Jen variations, e'est M la elrculatson monitage of b trac
de sa ocourbe confronté aveo b courbo des prix de gros permot e

conclure que:

(1) Une discordavce trés notie exiatait au moins dans bes 3 premiors
teimestres do conflit.

!
!
l

i *
. R —— & —

verson the waloe of money woull depand om its 4 Dl
:;: other things (including Jemand) resain eqaal ¥, e 'IW'““ ‘
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(2) An débat de In guerre, Ia hausse des prix a €4 plus amplo gqeo
Paugmentation de la circalation. Je crois, qu'avant d'afirmer dur
comme fer o caractire impulsif de la monnaie, il aurait 6té mationnel
e démontrer I'incxactitede des courbes du graphique No. 2

Oc la seule objoction e jo relive & l'encontre de cen courbes se
trogve au paragrapho 15, alin, 1 ot 2 dont je vous ai parlé tout A Uheure
marsdo cette objection qui n'altére en rion ki véracité de mon argumen-
tabion, bien au contraire, il ressort que fes prix de gros suraiont @té
plus élovés mi l'on teanit compte de cortaines particularités que signale
mon conteadictear.  Dans oe cas, ainsi que jo Pai dija dit, la disoor
dance eatro prix et circulation se serait accentude par suite d'wne

o Slévation de Ia coarbe des prix.

L'explication fourmie par lo Dr. Darwiche sur |'sflation menétaire
cst aujette i un certain nombre d'oljections.  Je crois que mon contra:
dicteur ne tranche pas avee assex de nettetéd les contours de la balance
commerciale, de la balanco des comptes et de la balance des palements.
Mais, d'abond, permettez.moi do défimir 1'inflation. Y

Llinflation qui vient du latin inflatio (enflure) eat, sedon la dén-
nition de Quillet une action d'enflor. “L'sugmentation de la ciren-
Intion est sans conteste une inflation. Mais le gonflement des prix
eat également unc inflation et c'est dans ce sens que j'ai parfois employé
co ternie contrairement & ce que pense le Dr. Darwiche au para-
grapbe 13,

Copendant, en génfral, on désigne par inflation Jes fmissions de
papier monnaie poar pallier au déficit budgitaire. L'inflation, dans
ce oas, ot permicicase, elle témoigne d'un état de Mmhbu dans
la situntion financidre d'un pays. En Egypte, om peut relever taus
Jes wignes particuliers & Pinflation : sugmentation considémble des

» billets de banque, cours Jigal et foreé do la livee égyptionne, kausee .
des prix, contrile particl des changes, sans toatefois qu'il y ait ou o
signe particulior do déséquilibre financier ou d'abus de erédit bancaire,

Mais je vous ai (65a polcisé l'antre jour In situstion de I'Egypte
qui est placie sous lo régime du Sterling Excharge Standard.

De co fait, Jes camses do dévaluation ne se limitent pas aux bosins
du trésor looal on de déGeit du bodges égvption. La couverture de
potre tmonnaic saggdre d'autres eauses possibles de dévalaation ignondes
par Jes pays dont lencaisse est  umiquement constitedn par Por on
Pargent. C'est X ce sujot que fe vous avais dit: * Que I'om nowus per-
nsette e signaler que ceax qui rattachent la stalalité de notre situasan

. .
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. trouve la monasio soglsise”

Le Dr. Darwiche qui » rappocté  incomphitesneot cette phrase,
Ia commnente dans wh sans qui fersit peoses & un lecteur pou averti
que won jugement ooocernant 1a gestion des financos &
est celoi d'un scepliges (paragraphe 29) alors que j'al bien fwisté

sut Ia saime sitastion financieee du pays. -
Mom conteadictens n'estime pas queo la talinco des comptes suit
favorable i I'Egypte. Liexpbention en est, d'aprés lui, que los troupes
stativnnfes we payent [as Tewrs schats en marchandises, en sterlings
on et dollars maie eo grande partic par de nouvelles émasions de
billets bocaux (parmgragdie 25). -~
Cette conceptinn ds | balance des cotptes me parait erronée, ello ‘
(e Por ne constitue méms pas les 10 poar cent de notre encaksse mais

88 L 2OYPTR CONTEMPORARYE
e
.&hwsummwwum
“besckns da trésor local, (oot montre d'une courto vee, Cest oublies
que l'encaime de la livos Szyplienne auteefuis en or, & été remplacée.
depuis 1016, par dis boos du teisor asglais, que notre régine est celui
du Sterling BExchange Standard et qu'en définitive, poar estimer la
yalear do potes voannaie, it tiporte de saveir la coadition daes lagwelle
-

empbite daws lo domsains de la belance des paicsments. 11 est vrai
1a livre bgypliomes a pere costrevaleu? une comverture réelle comsti-
tufe surtout par des bens da triwoe anglais ot en empeunts de gueire,
Les achats des armdes allides, s'ile se sost yas inanidisteent effioc-
tuds, cotmme Je dit de Dy, Darwichie, en sterlings, on dollars oo en mar-
cliandises et moms pourrione Sjouter en seevices, peront un jour payés
de 1s mocte exception faite du cor dlinsolvabilits, CarI'Egypto vess
aujourd hui comstitwie ecbanciiee de I'Angleterre an mamo titre quap |
commergant recevrait i paiemnent de xa wardhasdios ou de ses per.
vices un on plesicars «fets, o wiir, loraque Jes moetants des offots
stteignent des chiffren #lovis ot que cette m dette est
par un srul déditewr, jo commergant a'inquitte un pea sur I pos.
hilitd do réeupérec s colinee. Et tel est le.m de I'Egypee, -
Mais croit-on que I'en~aisse de notre monmase jome & I'houre actyel)y .
un role impoctans suc Pévolution des prix T Il reste & prouver qug \\
+1 1n couvertuge de motoe livre Sgyptienme oat §té constituée en * op v
ou en devison (rangiaes autees que les boms du trésor anglais ou ley :
war loans, les prix Jocoix se seraient digonfiés. 1l ne semble pas
que nous ayens enregintzd ot Egrpte une fuite dovant la monnage,
In thésamrisation signalée sl souveat aa coum de cette guerre en tes

»
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Ie phfnomine oppost. Sans nul doute, cororor le suggive le Dr, Dar
wiche, limportation des marchandises en pa'scients de toutes dépense
des trompes allifes serait la sncillemre solution. Elle permettrait
d'aceroites Voffre, Mais #i noss avions ks foculté de recovpir immés
diatement des marchandises en quastitds soffisantes, le problime
des prix ne se serait pas posd avee antant | acuité, Aussi, une réor-
ganiation de la production locale me parals plus proche de domaine
des possibilités,

Enfin, pour conclure, proposer d'nsgmenter P'ofite ou de réduire
la demande serait, sclom mon contradictous, un traisme qui ne permet
pas de trouver un chemin pratigee & nos fFenltés présentes (pars-
graphe 35).

Que prgpose le Dr. Darwiche !

(1) Dangumenter Uofire par lo palemnont on marekandises des achats
de trouwpes allifes (paragraphe 33), 1wesure excollents on ello-mime
mais qui w0 parait pes réalisable dans 16 conjomcture notuelle.

(2) D¢ rédwire la demande par wn systinie do raticmnessent et do
contedle des prix appropride, suggestion goe )'ai déjd faite dans ma
commenication et que mon contradictenr nows nhume on anglals
au paragrapho 34,

A un &ovomasto qui traitait Péquation den échanges de simple
traisme, Irving Fisher conseille de ne jamsis dédaigner bo trwisme,
Les plus vastes pénéralisations qu'on trouve dans des schemces plivsls
ques ne sond gudre que de purs troivmes, Tl sont la source la ples
féconde des comnpissances do mEamique  appliquie.
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Resarques pE S.E. Manswovn Mowamen su-Dazwise Bey

Rewarks on Dy, Euaa't. Answer.
o"ml-ﬂ, q Mq m| '9“-

(1) Although I can pretend to have some knowhdge of statistics
and analytical economics, I kave refrained, on purpose, from indulying
into formule and oosaplicated theoretical discussions, The issue
does not, 0 my mind, nocessitate these rofinements,

(2) T do not remember having eriticised M, Eman beeauss ke had
overlooked subsidiary movey (government notes, Lank-deposits, ete.)
in his exposition of the relationship bet ween money and prices. There
wasy therefore, uo secessity for a lenghty discourse on the point.

(3) Where M. Essan was wrong was to have taken a too simplified
version of the Quantitative Theory and toiled hard to show that it was
erromeons. In his answer, ho speaks of the darsical quantitative
theory. We could even have traced the theory back to the Ricardian
ora, whero it originated. But we wonld, therehy, be gerving no usaful
purpose.

(4) The preseat rofinement of the theory is to M, Eman no theory
at all, but a mere formula! 1t is, bowever, a foemuls which be cannot
ignore. The elassical version is now of ro more than reademic valos.

() T:hi’ 1%, however, taking us away from the main issos, which is
quite simple. M. Eman had Iaboured at souse length to show that
there wasx wo cawsal comnection betwven the amount of money and the
mavement of prices in Egyp. This contention I have tried to refute.

And T still believe that, on balance, T ant os the right side.

(6) In his answer, M. Eman has, 1 think, avoided my criticisaw on
the mainissue. [ Bad shown, convincingly I hope, that swhat M. Ewos
deseribed as the Recenwe Theavy of prices was, in fact,a deseription of the
symptoms of inflation, I went ome better and tried to find 0wt the
casses of this infation and consequently of the symptoms depicted by
M. Eman. And [ thought, and still believe, that T gave the right
dingmeosis in maintaining that they were mainly the resuld of the CXpolises
of foreign armies, coupled with a dedining steck of goods, [ also
arddod that the financisg of this experditiure withowt having to import
goods was readered possible by anirregular dovice, which was adopted
in 1016 as  temporary mea¥ure but has lasted ever since,
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“ ('—l; Pars [ ol my contention has been comfirmed by the Monetary andl
Finandial Conforemee held in Cairo lately and especially by the speech
- of Lord Moyne, its President, 1t ia troe that a distinction was made
©+ st the Conferemco betweoen a Fresch type of inflation and a wider type
of inflation, which the Aliddle East wow enjoys. But foe the puposes of
this discussion the distinetion is of 0o knsportance. [t bas born adwiir-
el by the Conference that the main oxvise of the soering prices in this area
n the infation cvesed by the cxpenditure of the foreign armées. Indeod,
| ~the ceosndion suggested by the Conference do not differ greatly from d
. those 1 had sabmitted Yere in wmy waarbier talk.
(8) M. Bman accusos e of having mbsrepresvnted his statemen
about the position of the Bgyptian pound. Ldo not think the aceanting =«
s fuir,  He deries that he had stated that the position of the Egvotiay,
« poand or the finaneos of the Egyptian State were weak. Nor 4jy
T aseribe such ideas to him, But be said “in m0  wnoquivocal tegy, .
that “to maintain that the position of the Eqyption posad in relation 1,
ofher cwrremeies woas sownd (emine) would be"shrrclnyg ahort-sightediness .
I quoted, in my eaclier wote, his words eerbatint and in Freseh, 11 ).
feels now that his expression had gone farthor than it shosld have done
this would bo no fault of mine. [ took the expression as ha put iy
and trind 10 show that, in =0 far as the bomparison was betwyg,
sterding amd the Bgyptian pound, the statement Was not Jusified,

(9) Again, M. Eman pretends that T have mivuniderstood him on 11
question of foreign trade, indoed €hut my whole sotionof the Theory of
International Trade was orroneows ! And this for the simple requy
that T mixed up what to him are two difforent cXpressions, v, 1),
“halancy des comptes " and the * balance des patements ™,

10) Well, to start with, | used the Buglish expression " baly, o, of
P‘fmt)mb ® ax meaning one and the samo thing ax the Frenek balance —
des comptes ", Indeed, the expression balanee of necounts ™ jg Noy
familinrto  the English economic jargon, at least lblo ’Ib«.ry Pre
International Trade. And it apems to me that the exprension balanes :

. des paiemants " is equally unfamiliar in the French techsical termine. \

5 WO' the sanse M”. If this is so, then there would ?]ﬂy be two
| expressions, one in each language, which denote the same thing, Theso
are “ baldnce of payments  in English and * balance des comptes *
u French. Asd T would not have mixed up 190 different netions,
45 3. Eman seoms to imagine. >
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(11) Tu faet, the United Kingdow is paying for the expenditure of the
Sforeign armies on Egyption sl by borreswing from Egypt, i.e. obtaining
bank-otes from the National Bank of Egypt and giving against thesn
promises to pay later in the shape of British Treasury Bills.

(12) Bt s0 long as Eqypt iz giving ot these Lonns, they showld not
Sigure in the cradit-side of kv balanee of paywents (or the ¥ balance dex
ormeples ). It is only when she receives interest on these loans or is
repaid the capital that the interest or the capital wonld figure in the
ereditside of her balsnce of payments, ie. as invisible exports,

(13) But it seems to nie that 1his analysis was algent from Dr, Eman's
mind when he claimed that: * maleré une balance commerciale d6ficitaire
I'Egypte jouit de wor jowrs d'une halance des cotaptes Gmdnemmens
favorable, grice aux sommes dmormes dépenséos sur ln so) fgyptien par
les arnsées allides ™, Tt is & near-enough guess that he meant something
different, indeed rather the opposite, 1z, that by spending these huge
suiss, the armies are avtually correcting Egypt's unfavourable balance
of trade; in other wonds, ke searis to consider the expenditare of the
foreign armies as an invisible export same as the expenditure of
touriste. This in the copcaption which I abowed in my carlier rote
to be ontirely erromeons.  And if M. Brsan must pat the blame for
this concluslon somewhere, he shonld put it on to his own expres-
wions rathes than the ignorance of others.

M. BL-DanwisH,

.







FROM THE MIDDLE EAST MONETARY
CONFERENCE TO BRETTON WOODS

uy

SANNY LACKANY BEY
Heod of the B gyptian Delegation to Bretton Weods

I must take sy wudicnce back to the days when a monetary con
ference was last hely (Cairo « the date being April 1944, The
conference wWas convened by the lste Lord Moywe, British Minkster of
State ; the United Stytes .bcing represented, The conference had for
its official titde, the Midile Bast Monetary Conference, anid comprised
Egypt, a8 well as the Sudan, [ndis, Iran, Iraq, Syria, The Lebanaoy,
Palestin®, Cyreannica, Eritrea, Ethiopin, Arabia and Cyprus.

The conference as thus panstituted stood us in good stead at Bretton
Woods.  Anoccasion had asisen when it became clear to Middle Eastern
countries that it way 1o their advantage on n certain isue that they
should present & commsen front wherespon the South African delegate
challesged the spokenay {myself) to define the Middle East. Relying
om the pﬂ"tdmt of the Cairo conference, T replied by enumerating
the countries w‘hich had mset at that conference adding that the delimi-
Intion of the Middle Eass had had the blessing and recognition of botk
the United States and the Ugnited Kingdotn,

The issue arose out of the clavse goverping the appointment and
alection of the poverning body of the Stablization Fusd which it had
been decided to estallis). Side by side with the governors there was
to be set up & body of tuelve directars and an oqual numsber of alternates
Of the twelve directors, five according to the deaft then under discussion
were to be appointed EX-OFFICIO by member countries with the
ixrpest quotas : v.e.ono director on behlafof each of the United States,
the United Kingdom, the Soviets, China, and France : five wern to be

() Adeews dalivered befsce the Masiqus Group of the Seiely.
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clected by members not emtitlel to appoint directors except Latin <
Asoerica and 2 by Latin America. ) :

This is the firet bone we bad to pick with the conference. The
allotmest of two seata 16 the Amerbean Regublios amousts to an
intrusion of a new principle : that of regional distribution of seats :
and we folt theee was wo warmant for making an exclusive gift of that
privilage. Onoe Latin America is rocognisol as 3 collective entisy entitled
to stand s such and to elaim in that capacity a peedetermined nurnber
~of seats on the directoeship, the door wits at anice throws open befor,

growpn sinsilarly sitwated as Latin Amesica if soch groaps wished ay i,
their undoubted right to clsim to be treated on & par of equality. Ty,
was o reason why the Middle East which had lisd ample Ty
as an Econotmic entity, sboaM not be allotted an appropeiate numbsy r\
weate, Weo acoondingly decided that the time bad come for "i‘l’lk
‘Bastorn cotinteics to plead their ease.

Our’ right to collective and joist actyon had been srengthoned b
provious recoguition of the two powers which were not enly the s TONgGewt
on enrth but also asd expecially the two with the hagest quotas om 4y,
very osaference where the mow iasued was being debatad.  Qur rig)y
had ales baen establiskad by tangible proof gives at the Cairo confore,,,
that there existod in the scnvomie domakn esough mterests in OOy,
to warrast jodnt action by Middle Eastern counteies,

Our délegation foaght hard, the issue war hotly dobated in bosy, -
commbsséons and committees. T explibned that it was far from botia g
o intention or wish that Latin Amers s_boald be deviad the privileg,,
which the conference bad «m!rr‘m! om it. On the ontrary, 1'sai
that measute suited our convesience very much. All T g, v
was that the conferemce shoudd be comsistent with lud(b,wing

Y
the same privilege to our owa oconomic growp: The ‘ﬁﬂ-ﬁ\"%“ "
N |
!

managed to secure plonty of sympathy but weeo Jot down iy

:':I om a show of b.md:. Although we bid secured a_verbal proy,;,

from » number of infliential and represemtative South Americ,,

delegates to vote for the Bgyptian ancﬂdmovnl.’ wmobo.w or other, the
au’m folt that they woro mot howmd hy their promise and Vote)

‘SEAInst us,

- Tho (hiro conferenen had been convened o «lvli!nn(!_'m 0thup
things on the price level, bus it proved to bo wnoqual in its varied offort,
and the wislom it showed in delimiting tho Midile East was bag),
matched by its endeavours to prove that saving and taxation wer,
suitablo tools for bringing prices dowo.
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[ all maving consisted of hoarding thes i1 might poasibly belp with-
draw carrency from circulstion, and the resulting diminution in pure
chasing power might theorotically belp veduco the price lovel. This
i» the ides underlying the sale of gold ingots, but even so, the issue
would be doubtiul beoause purchases by the armed forces constitute
suoh a barge proportion of total purohases that hkely withdrawals (rom
cirenbitaon resslting from eivilian smvings woukl not awail.

Howover saving in the eoosnomic senso is not necesaarily boarding : it
may take the form of deferrod utility, The immedixto utility derived

from cating an apple or drinking o ghssof lemonade and the etility .

detivod from utilising a desk or a chair roughly illustmate the line of
demarcation between spending and syving. There are slso relstive
degroes of saving dopending on the poriod over whick is  speosd the
beenofit derived from the ntisation of am ohject. The sinking of capital
in the ecootion of a bangalow vonstitates & more extonsive saving than
the parchssing of clisirs — moee oxtonsive not only as regarods the
amount iavested bocasne the basagalow woald bo greater saviag even
as oompared with chains of equal valee —. The bungelow carries
saving further bocaase the bonefit derived from it use can be spread ovee
w bonger pocand,  Thus viewed it is difficult to seo in what manuer saving
can reduco prices,  Besides, sore saving is the cireusstances would
prca it & FOT0 eXtansive us of capital goods whiok h‘l‘P‘”' to be j.,“h.
gl.oda that have Rome short and are destined to o shorter. 1t must
alsn bo rememberad that i saving as in ovorything else, there is an
optianm point which if exoseded rendars saving a drawback, Wo
shoull in theory at any rate divide our income botweon mving and
expenuditare in sock wise that the last plastre speat viekls an equal
satinfoction with the last plastre saved. It is the plain law of Equi-

margimal Returea. A person is as open to the objection of heng o

wpeml thrift as for boing a miser.  An engualified compagn for saving
is maraningless.

Nations at war are exheated to save not in the hope of achieving
price rodsetion, but becanss saving it a means of diverting incons
to the war machine. Bat there obviously §s no point in tesdering
sieh udvice in & coumiry the balk of whese incomse is already in-
vested in troawary bills and whore no such  diversion is requited.
Fortunately we heared nothing abous the merits of saving st Bretton

Weods,
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It was to say the least quer that taxation shoudbe advanced as
remody for the riso of prices. Oftener than not taxation is associated
with & rise of price. But it is easy to see where miscemception arose on
this point. When the choice lies between taxstion and borrowing
for the rassing of funds for the conduct of the war ; taxation is in the
opinios of many by far the better mathod. All the more 50 because

- abatention from taxation often gives rise 10 o temptation Lo inflate

cuttoncy which means soaring of prices, Hence in #0 far astaxasion is
& means of avolding inflation, it is & meanx of keeping prices down,
This does not apply to the Middls Eastern countsies beeause theis cyr.
rencies — save for Arabis are peged to Sterling and those courtrjes
have neither the means nor the power to alter the rate at which their
carrencies have been w0 pegged. Indeed if those eountries sra open
1o any temptation at all, it is to the tewptation of deflating theie

- Gurtencies ather than to the temptation of wvecing these coantries

The contention that taxes is w0 muck income ahetrasted from {he
wpesdable money of the people is rebutted by the fact that the mongy
thus Mmmk needs be spont, by the teceiving authority,

Ffor one was usable to resist the temptation for deflstion, and takin
dvnu.pol the Cairo confervmce of which I was 2 membier, cubmiﬂ«’:
a note in which T alvacated o revaluation of the Egyptian Pound
such that it should be worth more in torms of Pounide Sterling than
ite present rate.  But bet me try to resuve misconception current
in Egyptian vircles that owr high pricolevel is die to the euloreed piling
up of Tressury Bills. For in the absence of sueh hills we sbould have
bad & pile of sonse other miatarial, peckags gobd, porkaps dolhirs, B,
we could got possibly escape the amassing of » e of moqts, Nelthor
gold noe dollars could bave availed in lwporting goods in the abpep,, ¥
of ships 1o carry them, :

My thesis at the Cairo conference was this: shat the settlemen

international balances which is normally effected by the DUV emnent ot

af

goods, the rendering of dervices axd partly by the ncessanlation M“!"im
balances i at present in large measure being achicved by a0 enforoed g
cumulation of foroign balances to the exclusion of the other nl!«mi“’.

This, 1 said was dee to the circmmstances of war and ‘!'l' CUESequong
.‘mpmsibihy of importing the fall volome of goexds and nccflxrin;_- 1he
full quantam of services that go to settle the exess of the ‘fl’"i*'i"m of
Eaglaed to Bzypt over those of Ezvpt to Englal, Ti.c-nn[v-.mhi)i!y
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of meoting Egyptian claine in the form of goods and servicesis, however,
no warrant for forcing on Egyptians an undesirable altermative at
a rate which had been fixed on the understanding that Egyptian note
holders would at all times have a free choice betwoen foreign balances
and imported goods. True that choice has been denied us by the force
of events but with itsdisappesrance the raison |'#tre for fixation must
also disappear, A proper valustion left to the determinastion of auto-
matic forces would place our Pound Egyptian much higher than it bs
and T moved for its revaluation accordingly.

I sympathise with such of my friends as took umbirage at this thesis.
People possessing streling balances abroad would lose by repatriatieg

Stheir funds ; and the price of cotton would also be quoted in less Pounids

gyptian than before. The loss in both casen thosgh wominal would

have an adverss psychological effect. Above all, purchases by the
arnsed forces would rise in terms of sterling for o time at any rate.

But however uspardonablo my thesis, T subimit it wae much less 20
than the counter thesis sdvanced which sought to prove that the
proper retsedy was to devalue our pound.  The fact that this was &
completo inversion of objectives did neot prevend some of the Cairo
Conferoes from ventilating grievances in that tone, though in concesled
termas-concealedin the sense that their grievances never materialised
into a resolution,

[t was however clear to me throughout that there was an underlying
idea designod to instil the beleif that past of the Llame for sonsing
prices in the Middle East rested with the Middle Bast itseli, For, to
clains that action of a particslar kisdd was calenlated to help bring
prices down was & peemise which need ouly be followed by snother to
the effect that such action was not being followed in order to reach
the desired comelution that therefore Midlle Easters countries had

-~

" only themselves to thank for their plighs.

Indeed, the blame for the alleged insction by the Middle East was
sson extended 20 far that the Wast —if T may w call the fareign par-
chasing authorities—was o Jonges content with the punishment which
that alloged inaction automatically carried which it. In other words,
Middle Bastern countries were not being consoled and solaced for their
plight by the contenten that it was podh of g},m doing ; they were
now heing repeimanded becasse the rising prices had been swelling
the wages which the armed forces weto paying ss woll as the prices of
goods those forces were purchasing.  The coutentinn soon took seveeal
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peewds sclemtifhe forms all sndescsibably fallasious, the local version

being that peices having risen Beeo mueh highes than they hiave risen

in Eumpe, oar deferred purchases will be made on terms r:nfauly |

. advastageous 1o ourselves. In other words oriental goods and ses vices x

1 #re #aid to be sold in exohange for mora than their proper equivalent of i
Futopoan goods of the future. The discussion was later carried on

by the Beithah press wivere it was hawdled by writers possessing a repu- #

Aation which should bave renderel them immuno against reAsOBIng

in whith Dr. Rinxig is repoctod to linve intensified his critheimm of the
mmwmlqummtyummthuem
bahmhndholnﬂuhlhymmimwhwhhﬂmtb«n
db-dw“ubﬂmuthmlbunynubﬁndc xehange rates ot
which the debt bad been couveeted into Sterling.

And [ a repoct which appeared in Reaters X ray of Novomber 132k,
a similar cdaim is advanced to the offect that the presest Indiny and
Aaddle Bastorn balsnces ~ includsd a large clement of P""ﬁ‘f?ﬂ
st 2he British Governmenat's expense,” becasse, says the report, * tlm
[aflated prices st which those cowntries pnm-l«l war supplies had
been converted into Sterling at wminflatod rates ”

mmoth&u«lp&umth mlualonhngnmon

the rensoming that the aormal teastion to a persistont intesctalle hgb
bevel of prices in an adjustmemt such that the currency of the eouy
MMmmhanBmwiﬁtborwtof&oka
This reawoaing, Mowover, Wampuun{mntmm
ment which, in the viroumstaises, is conspieonons b by its abwence, It
is only when gmhmﬁ!ewmmm&hmmgu
mwmb-zmmdwhptyhm yvuh.u,m,

mality of high prices persists, that the teaction of (e
be expected to occur in the manser indicated in the quotatiy Wmay

it far frotm being, the case under war conditions to-day. whey

West bave practically insalated thensselves for the m’:‘“ haqg - .
War expenditure from the Middle East point of view m"“-
invisible expoet of which there has boes a continuous flow M
and unabated by shipping shortage; whilo that same shortage

redoced imports to the Middle East to dimensions not m""’mfltg
with that expenditure. Theze has boen o sustained exces of g,
obligatioms of England to the Middle Fast over the obligations of the

“of that arder,
A Reuters accoust hins bwen given of as aztieds in the London Banker
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Middle East to England, which has not been suffiviently met by gold
shipments or capital investsnent. In terms of goods, it has been &
ome-alded transaction all along with » consequential disequilibeium.
Now what would have happened — given the present war conditions—
il Midile Easteen counteies had sdopted say the gold standard or &
gold convertible standard or followed the examplo of lran by insisting
un the deposit of o ssbstantial proportion of the roserves in gold §
Middle Eastern claimo in that event would kave heen trasslated pro-
bably into an accunuslated hoand of gold in place of & pile of Treasiry
Bills. Gold & no magic wand asd can no better draw goods in the
alwence of ships than can any other standand ;: and | have often had
ccvasion to criticise Egvptian crities of the Swrling standard in so far

® s they asribed the accumnlation of foreign eredits to the adoption

-~

-

of that standard.  The standant does not alter the fact of credit acou-
mslation though it may well govern and afloct the kind of socsmulation.
Butounder a gold convertible standard the exehange would have moved
in favour of Msdidle Esstern Countries in sweh wiso that while the cost
to the purchasers of war material romsaimed the mume in tosmas of their
cirvency, the pebco in Middle Eastern countrios would bave been lower
in texmeof Middle Enstern currencies to the extent to which the exchange
hesd moved in thoir favour. That is to say, in retwrn for the Pound
Fayptian being worth more Pounds Stedling than usder astabilissd
exchange, goods in Exvpt would Le worth Jess in torms of Poands
Egyptian. Because stabilisation has intercepted an obetacle to the
free movesint of the exchange, equilibrium bad to seck o vent and
secocodod in finding ome in the price Jovel where it nssoctod itsolf with
cruel severity. The chodcn lay between an exchange rate favourable
to the Middle East with a kowor Jevel of internal prices on the one hand
uwd a stabilived rate on tho other hend with » highes price lovel.

Last bat not lesst, the Middle Esat instead of being left steanded
afler the war with & mas of incomvertitdo erdit woukl have been in
w grsition to commant goods and services from any source in larger
quantitios with 0 wiler range of choice amd oo mor advantageeus
teras, )

Owe of the resolutions passed by the Cairo conforesse was the bope
expressedd by the conference that the tme would not be distant whes
Egypt conld convert is foreign balances into goods from any source.
Ax it happened this resoletion remained pious for our balasces have
winee turned out to be inconvertible and our previoss misgivings in

N
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“this regard have been confirmed at Bretton Woods. . But let me first

O remove a misconception which arose out of that resolution. One of
= © our most eminent men expressed surpmise that such a resolution shoald
'k. be passed Believing it 10 be an attompt 1o evads an obligation. Sail
: be “ why goods ! Surely this is a cash debt and one that is dee at

- ight, and thould be paid on the nail”
1I'bad occasion to rectify this error by explaining through the prees
that as far as currency is comcerned there is vo debt invelved ; for the
“debt in aoquitted as and when Egyptian votes are issued or retired.
Against every Egyptian note held thero is an equivalent in Sterling in
the custedy of an Egyptian Authority, We do pot have to ddaim the
‘!.ﬂhl equivalest of our currency ; it & already in our possession
1t i only when we begin to bok around for gocds that sterling fails us. =
It ‘l‘h.:;‘:“?a first place becawse mom-sterling countries will met
accept 8 in exchange for their poods and in the secomd o,
becasse England is not likely to bave goods ensugh to widn;u:ur
accamulated needs withl the required speed.
| At Beetton Woods we mansged to wring n promise to have this
' question of sterling settled by mutual discnssion hetwren the partiey
- concerned at Wbbhﬂun«m ss possible. Ow my ntum.”
I learnt from a highly placed Englishmian that he had arranged for
& plan whesoby peiority woald be given to Egyptian orders for capital
goods, This arrangement he said would have to be concloded before
the war came to an emd becanse only during the war is the rovernmient
in a pesition to direct or mﬂ; predection. .
When the conference met at Bretton Woods there had 1 :
informal meeting attended by the experts of thirty tbmmn‘u::;: a.n
examine draft proposals whick, in their emiginal form, had wovialn:'é
for the effective wtilisation of the blocked foreign balatees soeumutated © -
in sotes contries as & consequence of the way Hituating, The e
measore contemplated purchase by the Fund from governmenty of
member countries of abaormal war balancex hn:ngn ShET countyie,
subject to cartain conditions, The country sellisg the -

was to agree 1o repurchase from yhe fa
’ .;‘:‘:’b"::::‘“;“:;‘““:a gold at the rate of 2 per vent of &':
draoaferrod balances cach year for twenty year.
This provision bad been removed fins
' 3o coaference and therefore discuasions ofl this iss
ing an explanstion
he explanation given amounted to thebel

od from the final draft submitted g,
1 begnn by requie.

as to why that provison had been removed
sef that it bad been felt tha,
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1he mamtensnce of the provieon would usduly burden the Fund in its
matial stages. But the British delegates at the American conference
were both honourable and frank. They admitted defanlt and promised
ametdds ¢ they meither inverted objectives nor distorted facts. At no
time has it hoen suggested that the Pound Egptsan had been over
valued.

The Brotton Woods agreemsent is a challenge 10 the classical gold
standard which is supposed to rest on the belief that goM flow showhl
be two-ssded — a fall of prices in the gold exporting country amd a riso
in the gold insporting country. This movemest secording to the
theary, should eventually Jead to & roverse Sow of gold and the O
site poice chasges,

It has bocn elaimod that this mechanesm worked 1o plan when London
and Paris were the main ereditor contres.  For, the go flow imame-
diately preduced an expansionist pressuse and increased foreign bendings
in those markets, Since then, both Londan amd Paris had lost their
prsition to Now York and gold movements have since failed to produce
the desired or expoted effoct, There has been a breakdouwn of interna-
tiosal borrowing asd there also has beem a manifost tendency for Joose
Punds to fy from one depository to another at no bid of the balance of
payments situation. The security market has come to piay iathe modern
economy a tolo which enormously avershadows the modest one played
in the pre-war period. Not only does an ever inereasing propartion of
total investments find ita way into the secariey market, but those
investments — even loag term ones — have come to enjoy an umpre
oedented messure of Bquidity. Thus while International capital Losns
e waualy placed in the borrowing ¢ oantey, under curreat conditions
capital movements are highly ssnsitive to oll sorls of temporary
factoes which may cause sudden wholesale liquidlation of foreign
holdengs,

Sance 1914 the worl] has twice witnessed the collapee of the plcl
standarl In that same poriod, soaring prioes and the ocoarence of '
two major depressions have omired the worll's affention a5 neves
before apoa ths problim of stabilisiug economio activity, There are
on rozard sinea tha Lt war numorous instasecs where the mechanian
of thy gold standard bas failsd to function in the expeoted fashon,
Tho wrvleevaliation of the Feane and the very slow response of French
prioes Lo the resaltant inflow of gold meade that inflow met & morrsctive
of intrrastional dissqailibring bt 4 cause of [urther wmandjirstonent,
Ariae by prias will, i it atiracts capital in searoh of profits, prodoce




1ot w corrective audfiow of gold, but an inBow and consequent rise of

prices.  Many Buogman economists fomght against the readoption of

the gold Mandacd bedween 1925 and 1928 ; and they have rot failed
to point out that ao. moner bad the golil sandard being readopted
than the warldeatnsed wpona depression which resulted in a new
geveral collapee of that standdard, Recovery, it is pointed out in every
tbw wiwre it bas oconresd has been accompeniod by monetnry
e
| _ o pressaro, recin boing .
achioved by curressy deprociatios. e ES perth
Before tho kaswnr, it is aaid, S was safe to omiunos that wago ratey
in each eountry woold quickly sdjust pu:::m 0 prodistivigy.
Even in England, wagem wers seasorably fexible rising aod falling wir)
the volumse of wnomploysnest o with isterta] peicos ; wherena ::,:':
we can no longer cownt on the attainmest of sawift cquilihriv iy, u"
internationsl steudlure of costs. In the explasatory note imsoed tagg,
tively by the Britudi Treasmery it says that “if a coustry’s wape o
price Jevels in tumun of moncy are out of line with those olsewhy,,.
& clange in the mto of ita foreign exchange in fnovitable ™, :
The genersl tread: in regent moretary disoumion has thorefore
on the whols Wwands allowing for & cortain flexibility in the cxebayy,
raten,  This terdoucy wes o featute of the Koyues plan an well o, of
the rovised versian of the White plan,  The Fund which bes cong);.
dpted loth plans has meoepesated the ides, sard i = significnnt 1),
the Find should =im oot st the stabilistion of the exedangy Tate
bt cynically mough st peomoting '_h? stability of  thare Tatey
Ie profosses to facelitate vot an uncanditioral growth of trade 1y, "
baleneod growtl of trade. Wiat the fatter pheame ivplies is thay
reade expanson houl never beallowad ta ovenshadow m"’"""'im,.
o i POONoM Y
( l.;'r;': :"-;l G hv'i""‘"(d a lisk with gold ; Yt it bsp o e 4y
Mar the rest the Fend len purted mf,",,’ wit),
& hsd made of gold & rigid {'s':"i"s ity
3 A1 still contiawe to play an imsportand part - SHURA w0
:;::‘:::‘;hbm l;.t-‘d s I.O‘\‘!r! oeated to pley o " st imall '::;' of"&
systems which haveo suocoaded the gold standard snd w wereal)
pon pold standard aystems.
a‘::“h;l:ylnwn par:vdnd that the par valve of the """”'f."“, cech,
snomber shell bo expeessud dn tevws of g€ d. '.‘“ (ke e titre fivety,.
tions of those vahers fa 1o bae slcwe for s Bjoct to cerdair Imiteniey,

s \‘uy_whxlin link
the oM tenetn whn
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An offluial buying and sllisg price of goh! based om the parities has
beens fixad by the Fusd, bat without any oldigation on member
couttrbes t0 huy or sell gold, Members mevely wndertake to refmin
from buying and selling gold outside the Fimits fived, The Fund may
roquire & member 10 sell ita carrency to the Fanid lar gold ; hot there is
no coreesponding ohligation for  membees t well gold against their
warreney, :

The esarnce of the goM standard in short is et cxelnnge rates shall
be fixod amd domestic rooremy bo sebordinatod te the nuistenance
of the exterzal patity, while the essence of the Fand 1 that the parities
fixed are from the outset recogaised to be sabjrot 1o change, But' the
full findged gobd standand still hobds pride of Pluneinm the United States.
not unly among bankers but soademiclans of repute.  B.W. Kenueris
csmeritus profomor of finunce at Prsccton Univercily gave the following
testimony before the House Committeo on loreign aflairs ax recontly
as April 1944, 1% No other kind of o xrroncy systew i a distrastod poat
wir warkl wills'o quickly restoro the comfadencn of the public as &
tran gold staodand,  No other kind can be male 0o simple, s0 easily
UOAOEMOOd oo iy vayoesennnes While there shoull be woaeo manapenwnt of
the gohl stawdard, both imtornatione] and mationad, this mansgenens
shoubd be kopt as »mall as gossible and sboald be saperimpossd upon
u systom that is fandsoeentqlly astomatio in e operation ...... thery
ahould ba no restrwotions on the holling by the puhlio of gobd coln or
gold ballon within the country nor on the free comage of beldlion at
the mint or Hie molting dows of gold coin,  The exportation and iospors
tation of gold whoull b free from all trade vestrictions and tariff
Under such eonbitivns gold will enjoy a very high dogros of Sxidity in
its mmovessents, sl the valoe of the godd monctsry pmit in any gobt
standand country will Ie hrdd very chose to that of ity gold equivalent

in evory oblior god standurd country und 10 the valee of gold bullion

in the free markets of the world ", : : ,
Me. Walter Spalic Professor of ecomomios sz Mow York Univeecity
waid in & papor yublished in January 1944 by the monotary standsnd's
sngairy * The lowg bistory of the workd's exporience with wedia of
exchange and standards of valoe secms to teadh ummistakably that
2o fs supecior to any other commodity or instremantality yet devised
by man a3 & standard of value and ultimate Nqbidatar of claims in
exchange..... Roganiless of whetber the nations of the world sttempt
to favilitate and simglify international exchanges by the establshmens
of n simple international closrivg howse or an wternatiopa!l bank




~ Spparestly no important step forward can be taken seccenfully usleos
| M interuational gobd stasdard is employed ",
The organ of the guarantee trust compasy of New York in its 1
4 of Septetaber 1943, said " it is our belief that no wath. 4 of sta
Blisation yet. devised oc suggested is 5o

o e Sure that exchange varia-
provide o cure foe Vhose defects. With the latter systetn,

h"‘b M« o0 of recent expersence
1% futuee aplicability is far from :

Q}h.l’l anel the

ol prolonged the
_ In'opposition to the co
facts are ndvanced in the
uler & fexible

noept of the merits of & flexihle exchange thy

apital are more likely
exchangn than usder o stable one. Even where ixcdiay, .

¢
'
‘
-~
:
e balunces 3 L .
is the best meass 50 far discovered that xmn .ob:?&rn,:
nnd therefore 1o stability, Nations are not willing to risk Yoy i the
exchange market, and it is very reassuring to be able 1o e ol g o,
international Mmeans of payment in onder to cheok Rights of oy
The influence attributed 1o goM movements under the vigid oty
standard rests om a preconceived opénion o to the effacts thas ol
movements ought to bave rather than on an ompirical study of the CJ
effects which those movements do sctually bave, A study along the,,, :
limea bas boen undertaken by the League of Nations and has revealed 4 .
strang tendency for counteies 0 inslate thair internal money supply- .
from the influonce of the balance of payments, .Hou d}-n than oy
#old movenents were offset ot nestralisnd, sometimes deliberataly :
sometimes atomatically. Tt has boen demonsteated that the adjus. )
ment of the halance of international payments dm.mt depend -
closely as has sometimes beem thought on chasges in the domegs;,

maney supply in the variows couptries.
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According to the traditional view of the operation of the gold standard,
whenever gold flowed in, the central bank was expected to increase
the national curremcy supply amd vice-versa; the methods used to
that end being changes in the discount rate designed to'make borrowing
from the cemtral bank cither more or leas attesetive, The study undor-
taken by the League of Nations covered three bundred and cighty two
ohservations in the years botween [022 and 1958 and showed that in
only one bhundred and twenty one cases out of this total had domestic -
und international assests of central banks moved in the same direction.

A pold infSow though it tends to increase Hguidity on the domestic
o side, vet it may Jead the domestic market to repay some of its indebted.
mess to the central bank ; 3o that while the balance sheot of the contral
bank shows an increase in gold, it simultancously records a decrease in )
dotmestic discounts and advamces, Here is an instance where in the 1
teoth of a passive attitude on the part of the bank the efiect of gold has :
heens neutralised, 3 .
Similarly, an ostflow of gokl, tesding to reduce the hmh available ‘
1o the market may be partly offsct by an increase of borrowing from the ' 1
“ﬂm’ b‘.k- A _:
There is therefore no force in the complaint about the lurk of response '1‘
to gold movensents in recent times. The whole poimt in that argument j
",;dg[ in the assertion that nmly response 20 gold movements was a
fosture which manifested stselfl in the operation of the gold standard j
in the obd days and which was one of its saving elsuses but which has ¢
s coased to fumetion. The evidemco now at hand that this featare in
fact never did function in quite the fashion depicted, romoves the very i
LT
]

foundation of the angament. L
Ax to capital liguidity, the answer i simple. To aliow eapital to -
move from ome contre to another whether the shifting is prompted by a
- desize for safety or for peofit is surely an action which far frons deserving
discoaragement should on the contrary be encouraged. Tt 4 anti-econo -
mic to stop mobility of this kind.  Our cutiuyltui,hndondmm.d
activating and directing supplyi n all possible domains ; and the bess
hizd rance to such movements the better. Erratic flights cannot
possibly be the rulenor can ehcylutm!_ritbon& RULOBAALIC corTection .
Only fools will move about their fands in an erratic way, hut there
are mot fools enough to aflect the matter, Besides, the movement of

vapital ean be guarded against : owe means of doing #0 is the sotting

-~
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up of an exchange cqualisation fund. Another devieo suggested hy
Professor John Willkams is the addition of a berreseing authority 10
supplement the central bunks use of its own portfolio.

As to the probilem of costs, it seems dogmatic to lay down the rule
that the exchange rate should yield to the cast streeturo rathor than
that costs should adjust themselves to exchunge rates eapecially in o
country relylag on exports where exchange is a bettor repeesontative
than is the internal price lovel of the conditions of mternational tradle.
The recont tendeney to treat the stability of the coss price strwcture as
the cormar stone on which all policies must be adaptod is dangerows ;
anl it is doubtful ssyw Professor Willsams whether n multilateral teade
syatem can be attained along with atherance to a rigid internal cost
price strecture.

To many ecomomista the importance of the monetary factor in the
depression is very much over strecased. The Lonudom Statist hazarded
ﬂll.ll Uu.' real sarces of Britains difficultios was to be fousd in the foroos
of incrtin ok as trade union regulations rigidity of wages and rigidity
of minds. The economists of the National City Bank of New York
"0‘“! f‘" Brifians problem emanated from the relatively high cost
of British gonds due partly to failure to modermise industrial equipment
and mathods and partly to comparatively Nigh lahosr costs,

A more realistic and tresehant sccoant based this time on tangihe
facts is the report of Sir Frank Platt's cotton textile mission to the
United States. The repart not-only confirma the opinioes alresdy quoted
but constitutes 3 frontal candemniation of the theory whick prescribes
that ourrency manipulation should be siibservient fo the malsdjustimons

of jrices instead of the reverse, Tt shows the dusger to which any

country is open if instead of correcting ecomomic taladjustments 10
keep its currency stable, it yiolded to the temptation of manipulating
its currency to accommidato its prices,  Says the report whick T quote
from the London Econconist * Britih prodaction per man bour
less than the American by 18 10 49 per cent in spinning, by 80 to 85
per oent in winding, by 79 to 89 par cont in beaming and by 06 to 07
per cenh in weaving, In other wards, the sverage Ametican worker
produces from one asd & quarter W ten times as muek in an hoar as
the average English worker. The main reason for the higher Awerican
output the mewion finds to be the uwe of mure modern machinery.
OF the total number of Joams in the two countriss the proportion of
natomatio Jooms is 95 per cont in Amarica as against 5 por cent in
Englad. How does the eost stracture fit in here !

&
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And yet the natioss of the world ase not being scconded the oppos-
tunity to choosoe betwoen the gold standand and the Fusd. The issus
rather is Fund or no Fund  And no Fusd means chaos,

British opénion s detormined to avedd the gold stascland wikich it
calls ™ The steaight jacket of 19251031 *; awd this determination sesms
to be shared by all classes of the commupity. The flest drafe of the
white plan because it had not provided for variations in the mte of
exchange hald a very unpleasant recoption in Englandd,  The Manchester
Guardias wrote of 1t ** Let 11 be said at omce that no Britash gOvOriL-
ment coubd accept anything remotely liko those prug-uh and Temsain
In power beyond the post war election ™,

1f both the United States need 1he United Kingdoan accept and ml-')‘;-‘.
the plan al the Fand it will be lmpoesible for any country ourselves inclus-
ded to stand back, 1 we are to waeindain our adberence to the sterling
blook as I am auos we will, then 1 for one, woald much rather havo

o stecling baoked by an intermational Fawl than o sterling on its owm,

Saxxy Lackaxy Bey.







~

LES PROBLEMES ECONOMIQUES
AMERICAINS D'APRES GUERRE® :
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M. MESSIQUA 2

[} pourrant sembler qu'on traitant sujpurd hus des problémes &cono-

o Uques américoins d'aprés gusere; jem'doigne de l'objet de nos recher-
ches. Tl n'en ost rien. En effet, depuis plus de desx ats quenous étudions ,
les problames gy ptions d'apris guerre, nows noss sommes renducosmpte,
tonutes les fois que nous avons vosln powsser le travail en profomdeur,
rque notre étode é1ait wo grande partic conditionnde parles circonstances
appelées & prévaloir daws 1'&onomie mondiale. Nos problimes, en
effet, ne se posest pas " in abstracto ”, dams lo vide ; 'Egypte me vit
pas en vase chon ;ellesst plongée an sein de vastes courants &conomiques. .
Or, do tous les pays qu!l détermineront le sens ot 1a direction de ces cou- i
rants, les Etats-Unis figutent au premier plan.  Avast In guerre déga, “
ils étadent lo pressier pays exportatear et be socond pays importateur du l
motde ; nous savons pat atllewrs quo 1n erise de 1900 ot ladépression qui
I'a suivie ont eu leur poiut de départ aux Btats-Unis,  Depuis ba geerre, JJ
tandis'gee dans In plupart des pays Voutillage dconomique o ¢ forte- o
mont etvdommagt, ax Etats-Unis il s'est developpt dans de comsidira- -3
Bes proportions. CTest dire combien tout ce qui affecte 1'é&onotiée '
amiswaine a des répercumions prodondes sur 'économie mondiale ef &
pourguoi I'étude des probilicoes Gconomiques stmericalia nous intéresss ' ‘
sy premier ohed.

T question qui docune toks les problémes foonomiques amizicains
daprds guorre est coniwge sous lo nom de “ reconversion ”, o'et-ddiew
de I trasslocmation de P'économie de guerre en écvnomie de paix.
Cetto trassformsation posera & Ia fois des problimes techniques ot des

(") Lo préseat arthlie ccpatiten e dommimbation veidale am growpe d'Etodes -
Eeoqoaaigaes de Js Sodiétd Ropale d'Ecoscenie Tobithqoe, d¢ Siatistigees ot de '
Légalation.  Ce gal expliqor poweguel il ne m's pas {6 poitin de citer toutes
mes poroes. Je tions cegetalant b sonlipgner tont o0 que ¢ dels sux travesx de
Grarer Myrdal, @'Alvin Hacoen, do Sreart Chose, do Panl A Sameosdom #ie, alzal
Au'sex yemargqeables monographibes du Department of Comanae,
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problémes dsonomigques.  Je me mattarderai pas siur Jes premiers pour

< divorsesraisons: la promidre o'est qu'ilssont particuliersi chaque indus.

tela ot eomportent wne dtsudo apéciake pour ohagwe casd os péen; lasoconde,
qu'use pareille Stude oxt en dedors e ma compétence ; la troisidme,
10 je suin comvainen qur con problimom nn asliveront pas do difficultés
sériewses, loa ingénicars qui, aveo un art consomsmé ot une rapidité
Stonnante,ont tramsformé los usines de tractours, par exerople, on
wtinios da tanks, sauront ssnstrop de difficsltés precider 31'sdaptation
de cos dernidres en wsines de tractours ou en toute autre production,
Mais le problisss donomique est beascoup plus compliqné ef autre-
ment grave,

En gros oo peut lo résusoer comtin suit -
Avant la guerre o production anbricaine '6levait & 50 milliards de
dodlars environ ; en 1944 elle o atteint 200 millisrds. Sur ces 200
milliards, & pett peis fa moftid (it 100 millinrids) est absorbée par' Brar,
et ddo beascoup In plus grando partie de ces 100 millinrds est natarelle-
mant affectée aux besoins de goerre, Ransenant les 200 millards de
1084 ey dollars de 1939, ov trouve be ehiffen de 140 millianls environ ;
og'est dire que la prodoction américsing a augrieentd physiquemess
{oosume disent low Avéricains), o'est-dlire “ en natare . de 75 pour
cent.  Qu'adviendrat-fl de I'dconomie américaine le jour od, les
Mostilitds termindes, et dnoruwe pouvoir ('wchat, ou plas préeisémmt co
pouvois d'abweption que comtituent Yesbesoins d geeree, disparaitr,
du marohé T Le peabléme s complique singsliiremest du fait que
ce moment oslnsidern précisiment aves Iy démobilisation, et qu'une
grande proportion des 12 millions et dessi e jonnes gess servant )
"hware m«&MbkmMM'MWbﬁq, Tho.
mas R Amlie, an membre do s Chambre des Ropréwentants ui o eus
spicialisé dans étnde des probldmes d'aprie gusrre, estit qu'es, |
debors des 12,500,000 dindividue eagagds dans Tox forces de torre, e
mar ot de 'sir, 'éonomie wwiticaine emploie entre Vagriculture, 1,
ohmmerce et |'industrie 31,000,000 de persoanies ; le nomthire do perwo,..
s oocapées aux Etats-Unis s'8éve done A GAI00.000 on tout, contre
en 1950 44,200,000 occupées dans lo cirouit éoonomique ot GH00.000
potemes dam loa forces srmées,  Tly aainsi, & 1"hesre actuelle, 21,800.00
personnes occuples de plus qu'avant la guerre.  Un jeune et brillang
deononuste subdois qui s séeiensenmnt &udié le probléme qui nou,
owupe ot & qui j'emprunte um cortain nombre de données, Gunnar
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Myedal, u ostims qu'su tortme des bostilités s mée dégagern 9 millions
du pessonses, industrie § millioss, los tramsports 1/2 million of PAd-
mimisteation 1 million, soit un total de 14 3/2 millions.  Méumne onadmet-
tant qu'un corlain nombee e eos individos so retirerort tw cireuit
actif de la vie Gcononique, il estime qu'il est improdent de ne pas comp-
ter sur an moins 11000000 de cbimenrs.  La Section d'apris guerre du
Bureau des Statistiques du Travail & Washington est convaincue que
wi Jes comditions sont favorables, il fant tabler sur 7 millions de chdmeurs
att wodns ; dan lo ean conteaiee Je ohiffro du chdmage poureait dépasser
12 172 willbors,  L'Institute of American Research penche pour lo
chiffre de 12.000.000 ; certnines cotimations sont beatcoug plus peseimis.
tes ot mettent e avant le chiffre de 19000000,

La dépression qui a suivi la crise de 1900 & duré en fait jusgu'en
100, pussque, i la veillo de la gueere, Jes Etats- Unis comptaient effective-
ment 12,000,000 de eldmesrs, Le Now Deal, malgeé des efforts fort
louablas, et les résultats atteints sur les tecraine politique ¢4 social, 3,
il fant be reconnaltre, dohowé dans woe tris Jarge uesure sur e testain
Goonomique, et plus particulibressent das lo goestion de la résorition
du cbbmage, De 1960 & 1939 |"Gonotmie amézieaine & fonctionné sar
une base incertaine et boiteuse, maintenwe et rafistolée i force d'expé-
dinnts, par des procklés dost le nwins que I'on puisse dire est qu'ils
n'ialent pas propices i I'augmentation de Ia production : diminstion
valontaire des réooltes, destruction de watiéres premidzes ou leur emploi
A des usages anli-Sonousiques, aredt des wsines, (wrrét forcd ou par acs
cords do cartels ) ete.  Low problénses essontiels cut é6 eseamotée. La
gmerre, par dnorme (ibowehé qwe I'industeie dos armements s consti-
twé, semble aveir résoly tows les probiises (i a0 posaient & 1'Goanomio

wnwiticaine, en résorbant fe oldmage qui pesait sux olle. Mais, quand

olle sora termunés, me fast il s craindre quielle n'sit fait qn‘i._!emiﬂ!q
"f‘" urgence, de sorte que, d'ene fadon on ¢'use antre, ils vo M‘
d'une manidee encore plus nigue au teeme des hoatilités 1 Autremest
Wit em quoi ta gwnrrre aveo 1'dnarisme gapillage de richesses qu'elle &
“é, atelle apporté une solution su mal endéndque dont souffrait
I'Veosoenie amésicaine 1

Quand om étodie I'ivolutcn dconomique des Etats Unis de ces gustoo
dernitres anedes on ne peut o'cmpéeher de décoler les signes
tiques d'un * boom " &conosuique - hause graduelle des prix, gros in-
vestissensents, peofits considérables réalisés par l'industrio, amdboration
ginbrale de la condition des teavaillours, ete. Or 1'étude des eycles
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économigues & démonted d'une fagon peetinente qu'un boom est inévita
blement accompagné d'ane crise, suivie elle-mdme d'wne périodo plus
ou moins longee de digremion. On comprend dans ces conditions que
certains obseTvateurs petspicaces craignent que esphorie qui caractérise
i Mhewre actoelle be climat économbque aux Etste-Unis ne soit Jo peo-
drome, be signe avant-courenr d'une catastrophe (i risqoe d'étre dws
tant plus redostable, que la prospéeité apparents a §té plus marguie
Nombreux sont Jes Américains que ce problime rend soucioux, An
débat des hostilités, I préoccupation des industriels était tollo que pilu-
wicars d'entre enx étasent réfractaires & Uadaptation de loues industrivs
& des productions de guarre. Mais depuis deux sns enviros us opti-
mistio de commande semble peévaloir dans les milienx d'afiaires. Ces
milieux, qui réclament la dovée des restrictims gouvermnementales le ¥ -
plan rapidement posiblo, estiment qwe bo litire jew de I'économse libéraln
domt ils pednent Jo retour, maintiendra, apris une courte période d'adap.
tation, lo rythme actuel de Uactivité écomomique da pays ot éviters Je
ehlmage, On ne voit pas trés biea sur quoi est fondé cet optimisene
quelque peu biat, qui semble avoir un pea trop tot perdu be souvenir des
dix anndes qui ont précédd I guerre.  L'argament majesr mis e avamt
posT justifier cette position est que T'optimisme crée Is oomfance et que
cette dernidre est en ello-mnfee wn factout favorable au maintien de
P'setivith Sconomique, on ce sems quelle développe Vesprit d'mt'biiwin.
" encourage los investissements et stimale la consomuistion.  Mais »'i]
est vrai quien climat paychologique encourageant n'est pas sy offot
sur la marche ginérale de V'économie, il faut malbhcarewsrment recor-
naitre qu'un climat seal peut difficilement contrecarrer un déséquilibre
fondamental entre le pouvoir d'schat ot I cagacitd do peoduetion,
enteo Ia consommation solvable et be potentiel de industrie.  Llexemply
de 1900 est présemt & tous les esprits.  Les énormwes campagnes publici-
tabres n'ont guire empiché Udonomie smbricaine de s'ssphixier c
graduellement, et Ia reprise, quand elle est vemoe, n's gobee été by rt. T
sultat de la propagande, mais bien, il fast le teconnaitre, eelui de 14
préparation & la goerre en Burope ot dex commandes masives que
- paration impliquait.
mt,momml,':f P‘:O{M“"' bes hnuts fons limmir.u Jes homese s
palitiques, sont beaucoup moins optimistes. . On peot dire que ka quas
unanimité de ceux qui o sont sérieusement peaschds o problime
pensent que, i des mesures dmstiques ne sont pas prEses, les Etats.
Unis risquent de subir use catastrope dcomomigue devant "fl“'-‘“l‘ colln
qu'tle ont connue en 1900 paraitra comnee un jeu préparatoiro,
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Lovsque 1'on compare s fagon dont Vadaptation & la guerre s'est
fnite en Angleterre et aux EtatsUnis on est frappé par des différences.
profondes, dont ba plus importanto parait b ssivante ; tandis qu'en
Angleterre Veffort de guoeee a 616 fournia raison de 40 pour cent d"sugmen-
tation de la production, 20 pour cent de réduectaon de s consommation
et 31 pour cent de hquidstion de capital, aux Etats-Unis presque tout
leffort de guerre résulto d'une augnsentation de bs production, Le
rédaotour éoonvmique du Reuters X-Ray qui rapporte ces donniées
souligne ;' Ce w'est pas un miraclo doonomigue, c"est Je pliss grand miracle
dcomomique de tous les temps. 11 s'empresse crprmdant d'ajoutes :
* Cola complique d'astant plus le problime de Fadaptation de 1'éo-

pomse américaine au temps de paix. " I} faut malhearensement recon-

paltre que mous en somees 1, dans notee organisation sociale, &
déplorer une augmentation de richesses ot du pouvoir de peoductian,
Autrement dit Jo probléme qui se pose peut so résumer ainsi: Ob
va-t-om trouver les débouckés pour oe surcroit dimorme du potentiel do
production du pays

Mais & quoi est due eotte énorme augmwntation de la prodeetivité
de Vintdestrie smérionine ? 11 fant Pateribser, je crois, & cing facteurs
principany :

ta) Ea premier licw A une angmentation du nowbee des travaillours,
Ces nouvesux vemus ot &4 puists parmi les chdmeurs, los jeunes do
moizs de 18 anx, les rotraités qui a'étabent retinés du circuit éoonomique
ou les fenmses qui n'avaieat jamais travidllée.  On a comstatd un mowve-
ment de migration assez accentué de Ia eampagne vers la yille, L'ine
dustrie américaine qui utilissit 10 millions d'osyvriers avant Ia gaerre,
en emplos 18 aujourd'hui.

(8). Bn second lieu & une angmentation du nombiro des usines, Clest
qu'en effot les Etats-Unis no s sont jus contentds de produire des armes

o des munitions svee Jear ancken outiflage économique ; il ont consi-
dirablemens augmenté co dermior.  On estime & 26 nsillisrds de dollars

In valear des nouvelles usines 6difides, et dont e nombre s'élive & 3.000

envirom, Ces wrines comprennent 531 usines d'avions, 164 de fer et
d'ncier, 116 de machines outils, 98 do radios, 84 d'sluminkum, 65 nou-
veaux chantiors navals, 00 wsines de pétrole synthétique, ete.

(¢) A Vaugmentation ds nombre meoyen dheures de travail, qui passs
de 33 & 45 par semaine.
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) Au fait que l'sudusteie sux Etats Uzis teavaille & ploin rende-
rend ; san'y trouve plus d'usines fermées ; 'ampleur des débouchés de
guerre » fait tomber bos accords de eartols

(¢} Enfin,en des factours les plos importants, sinon le plas isoportaut,
réaulte do 'sugmentation do rendement por téte d'ouvrier. Ea temps
vormal, on esting asx Etats-Unis que 'sugmentstion ansuells movenno
du rendement-houre est de P'ordeo do, 2 12 pour cont.  (est dire que
depuis 1929, toutes autres considivations mises & part, e rondement
moyen de I'indestrie amérscalae, en tonsnt compte du calen] couposé,
dovrait sveir augeents de 50 poar cent,  Mais un it quo les besoins
pressants de by gectro ont provoqud wie dnubstson extmordinakre
dane bes rocherols sciontifiqoos, ot qoe b rythme do 2 12 pour cent &
o 606 largement diguesd depuis quatre ans, Uoln s comalate sartout
b Jow industeion qui sont d'on développessens rieeut, comme "avia-
thon, La production d'ene cutreprise (e poteos d'avices de Is rigion
de San Fraaciseo dépasso ks chiffres d'id v a tosze moin, bien qoe b
momhee de ses ouvriers ait d24 dimimud au coums de cette péesede de
10 pourcent. Autre exemple : en septembee 1940, 31 fallais 16 hommes.
hvurc.« posr dihidor un demd kilo de k strycture = Dnu;ﬂ.u -\"-'0,
anjourd'hui un hontise houre peat effectuor lo mime travail. D'mne
fagon pimérale dans les éenblisements de construction adromantiue do
ka cdte Quont des Btats Usis Je débit Jar téte doevrior 2 sugmenté do
514 pour cent au cours des Amois dernidres anmécs, On pourrait
facalement maltiplior loa exempdes,

S'H emt v qu'apnts bes hustilisds certaines industeics telles que celles
di papier, do toxtide, du cuir, do Ja verrorio, des meenhles, qui ont &6
seetifiden pour Jea besodnn militaires, auront besodn de plus de main-
d'ourre, par comtre on we peut mangeer d'&re souvioux en présesce
du nombre considémble de chdaneurs que Mamit des productions do
guorre provogquers. O estine habiteellement qu'spein la guerre 1a
production adeonautique tombera de %0 poar cent. La peodoction
des machines-ontils & décupdé littéealomont en trois sus de goeero ;
i I'henre actoelle Jes Etats-Unis sont on meoure do yrodlinire es six
semainos toutes los machines-ontils d'un pays comme I'Italiec. Cotto
indastrio sera vraisemblablesnent une des plas affectées par le rotoyr
is s paix ; on sses dermier olle ne travaillaie déjh plos gu's 75 pour cent
e mn capacitd,

La prodection de cortaines matsteos presiires subira use rédaction
drastigme.  Phr oxomple, eolle de Vacier, qui a sugmenté de 80 pogr
ceait, eulle de Ushemisiim ('.{u"g e 50 pour cent de Is prodection entre
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daas la fabrication des avions), qui o déeuplédepuis 1938, celle du ma-
goisium qui & passS de 2410 tonnes i 300000 tounes, celle do tows Jes
métaux Mgers en gindeal, devront sabir de veritables coupes réglées ;
dans certaing sectenrs on a déji, en ploine guerre, procéds A une certaine
limitation de Ia prodwetson. Mais dans lo domaine des matidros pre- X
midres, Jo problioee be plus grave est soulevé par le caoatebouc synthé
tique. Avant la guerre Ia comsommation annwelle du eaowtebouc
s #evait sux Etats Unin & 330000 tonnes, importées presque entiire-
et d'Extréme-Orient ; dopuis trois ans on a monté de toutes pitees
une industrie do caoutchose synthltique suscoptible de produice
o 00000 tonnes par an, mais A un prix consdéeablement supéricur A
celul du caoutchoue matarel ; quel sern le sort de cotte industrie apris
In guerro ¥ 8¢ on Ia protdge on porte wn coup terrible A d'énormes
intérits anglo-hollandais " Extréme. Orient tout en chargeant Je consom-
matear américain d'un sareroit de prix non négligeable ; xi on Paban-
donne on sacrifie des sommes considérables ot on liquide dn jour an
lendemain une sombresse masin-d’cuvre. .
Une partic de I'énomue ehbmago qui sera inévitablomont néé pas
Parrdt des commandes militaires trouvera dans certains vss une
: resorbtion toute natarelle. Le rappoct Barouch-Hancock (War & Post
: War Adjustment Policy) qui a $tudié la question, signale en particulior
Pabandon du travail par un certain nombre de femmes, be retotr de
nombreux jeanes travaillewrs & Vécole, Jo retrait des vieux : il suggire 3
" fgalement U'sugmentation du tomps consaeré au pAisir, au repos o abx 5
i voyages, Uentralnement professionnel des jounes ouvriers afloetés i ‘
b |'bc'.fr0' sctoclle anx industrien e goerre ou qui sont dans armde, b
. repeise de cortaines setivitds of de cestainn métioss Aredes ot particlle- | .
| ment abanboands depuis In gueere, tols que la profession d'asoat, .
f a d'agent d'affaires, cortains commernces, ln domesticitd : enfin i} IYIsAgo .
e rédaction du mombre d'besres do teavail, 11y a 1 & n'en pas doutor -
des factours cortaing de rémorhtion die chimage : msix oute quo cutle by
risarbiion est trds partielle, il fast nignaler qu'elle comporters sonvent ’
une dimmution di revenu familial o4 en’ conséquence, une rduction ¢
du pouvair dachat des masses, ‘

Mass il y o également d'autres factours favorables, v
Dabord il est infiniment probable que Ja guerre finies on denx “apes, 4 ,"h
: I'armistioe curopéen devant précider Ia fin des hostikités e Extréne .
- Ovient d'un an on denx.  Ou eatinait il y & quelques tomps (ue s chnte )

de FAllomaguo comporterait une réduction e T'ordey de 40 pour cent por,
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+des scosomandes de 'armde ; aujourd hosi on ot plutét enclin & meoener

ce cliffre & 25 pour cent ; d'antre pat nous allons aloes assister & une
Sémobilisstion partiefle seulement.  On a dit aveo un hamour tragique
spee sk b Japon Wavimit de mettee browjzement Las les armes an bende-
mais de Ia w‘. &' Hitder, il provoquenait aux Etats-Unis la
entasteophe I plus viokmte de leur histoire.  Mais cette considération,
wl elie fakt qoe 1o pouhnmu‘-m qa'en doux Clapes, no parmet jus
de }e risondre ; tomt “Mmulh aux Amércnias o corthin
répit, qui lear permettra d'aviser geadoellessent aux mellous moyens
de l'envisager, sans erainte de bo voir surgir hrunpement do-joor 2o
Jetslemnin,

I ze faut Ggalement pas p«m’ae voe que le rationnement, 1'istor-

 dietion do I vemte aux edvils do osrtaine biens durables de consoanpay.

‘i, st coée wne domande difirée qui agirs d'une Tagon partinllemant,
compensataire ga terme des hostilités. C'est le cas dew autos goye
I'Amdrique achetait plas de quatre millions par an, des frigidaires, o,
11 » eriwra d'nutre part wn impoctant dibouché de bieas de producting,
provoqus yar o renouvellement d'waines. Cotte domands  diffirg,
s véllite dans I'sugmentation semsibde des mldes créditenns aupein dog
Banuen, de T cinculation Sducisice of des SOusCTiptions aux W

1) ne faut pas se learrer copendant sur Fimportance do ees
Homds. wat loin 3o comstituer entiiremut ye do.

maybe diflirée, Dans Is liveaison do meptombre demier du “ Survey of
Onmtm"prthnmmum
phrase carastieistique ™ The accumalation of liquid roseeve is biny, '
as it Muwwhmugwmdwf- 4"""
in wwnhmuuwmmmmn Oa . ;;"f
en Amdrige qmedbdtmnd-diﬂh&pudmw'dotumw
pastion de 20 msillinrds pat as peodant deux ans.

Ua nutre fncteur favorable an maintien de rw-ufm "‘Wniquo
réside dan In ndoessité ol we tronveront fes Etata-Unis de procdday N

des conatrootions ou des seconstroctions sur une gmnde Schelle, Gy o
coleudé que s constroction drimesenbdes pour habitations aheorhep,

& milliards de dollars, celle d'usines 2 A D, et les vomstructions Pour
rravaux pobles 7 & &

{1 Faut voir mn troisibase fasteur favomalle dams Ie £ 75 qu'il est infing.
mgt probable que Fon volers aax Etate-Unis de= allocations ayy
eMbnears, Cols répond d6ji & un seatiment trés péndlist | 'oahlion,

»
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pas on offet que Jea ehdenrats seromt o grande partie d'anciens combat-
tants, ¢t que cox dermises anront un pouvorr politique dont forve' st
de tenir compte, Ous allocativns constitueront ume sugmentation de
poavoir d'achat des msams,

Bafin il faut "attendre & une accroissensont du bwiget fadéral. De
9 milliards qutil &ait vers 1950 on estime pludralemeny qu'il attelndia
vrabiomblablement quelgues 30 milliards spsds la goerve, Co gonfle
ment ='explique par Vaugnentation des fometions do 'Etat of surtout
par PVacerobsement des forces arndes du pays sfoessité par ses ree-
powalilités scorues dans le monde.

Mais en face de eo facteuss Lavarnbies il en «=t de défavorables gxi

compliqueent sisgulitresnent lv pacblde,

Dabard, technigwensent, 1o reconvwmon demandern uh oertain
tempa ; elle afloctora momentandioent In possibilité de production et
ser. 0 fudeur de chbmage,  En second leu il me faut pas perdro do
vue quo lex isuts saluives sout payis sux Btats Unis dans ls industrion
de guorre ; ainwi ks ouvrinrs qui seront libénds sorost précisteent ovux
qui wont & )'bewre actuelle les saionx rémoandérfs,

En troisitnoe liew indépendamument dn problite péadeal qui se pose
pour tout lu payw, chqu! répwom sura ses problémes particubions & réson-
dreet cesdermiorssont do natare & compliquer ensemblo do la question.
Presons comme exenple b 1 égion de l'owsst.  Sur la cdte du Pacifigoe
les trois Erats de Californie, d'Oregon ot de Was bington étaient uvast
la guorre prosque exelusivement agricoles ou minlers, D productesrs
de raatidres premitres, il soat dyvenus de geands contres industaiede,
bien plus dos contres industricds de productions telles que fes batosux
et bes avicans quid serond précisfment les ph affectéen par s £ P
tilitds, To révei! do Pactivité domemique a provequd darmnt ces
dormidres snndes dans ces distriets un aflux consddérnbde o wain-

Wanvre. L'ardt de cotte sctivité posera lu jour au Jeedemain dans
toute cofte région des problimes d'une gravité extréme.  L'expiriones
de In dépression u cnseigné que be processus de transfert de populutions
en tempe do erie et best, il y 2 un pouvoir d'inortie qui joue ; et au sure
Pl o s sonvient de Vnction obatructive mende par les ouviers d'une

(ui Yodent arriver d'une autre région des chmeurs en yuite de

ségion
travail.  Eafin In Sexibilité dans Ia répartition de I main-d'cuvre

nmwmmmmwmuma
ehdwage.
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~ En quatritae liea, Ja liguidation, mbme s olle doit s faire d'use
fagoa ordoanfe, des stocks da Gouvernement compliquera Je probliese.
On sait que ces stocks comprennent toutes sortes de produits, des autea,
des camions, des machines outile, den Lissus, des souliers, des couver-
tures, des produits alimentalres en conserve, des artiches do bureau, ete.
Méme & Ia fin delo guerre du Pacifique o estime que ecs stocks
reprisenteront ‘en valeur 60 milliards de dollars, soit pris du tiers
Ao Ja production nationsle actuelle. On envisage In cesson de quan-
tiés considéeablos de marchandises & FUNRRA ; ot Vos a 6té jusqu'a .
muggézer d'en stocker unme partie pour la prochaine guerre. J

Use antee complication résulters de 'anzulation des contrats en
oours pour Parmbe.  On estine dans les milionx autorisf qu'ne tetine & 3
do ka guerre en Exteéme. Orient, ces comtrats w'éliveront A 75 nsillaards ‘
de dollars. Outre bos complicatices juridiques quwe Ia Lgusdstion 4
wmassive do wi fortes commanides entralnera, cos annulstions vout joter :
pur le marchd des quAntitee considirables do prodaits et arrdterons )
hrusquoment des milliors d'usines en pleine sctivité,

Eafls, J¢ Gouvemnement s trouvers au terme dea hostilités pro.
praftaire d'mn grand nombre dindestrics ddifites peadant I guorre
et d'un agencesent tout-d-fait modeme ; si on veut qu'elles continuent 3
A fortomner elles devront dtee adaptées & des productions de paix.

Lz Gouvernement va-til bes exploiter lui-nséase, ot aBlomenous, voie
apparalitre wax EtateUnis un sectenr ustiopalisé de 1'Sconouio !
la tendsnee gladeale semblo encline & favorimr 1a liquidation Je ecs .
usines o1 loar rovente & des partiouliers ; maix eomme |1 Wagit, bo plss .
sonvent, d'fmormes unités, il en résulte qu'elles ne pourrost Attwachetées
que par los Trusta o1 Jes Cartel.  Daze un disconra fort remarus
Me, Tt U, 002X, dlo s soetion anti-Trast Ay Départasnent de Y Just o,
& dolart : * Lorsgue e pays o'est lancé dans 1a prodertion de guesre,
175000 afsiren o partsgesiont 70 pour cont de celte peodaction: e
tandis quanjourdhus, denx ame ot demi plus tard, 100 corpoeation
Seubsnant se partagent 0 pour cent des nantrats de gosrre principany,
Ce grouge A vltenu la plogart des noavelles nsises constowiles wax
fram de I'Etat. On risquoe do voir ces usines non pas 1 conourmencer
apres la guerre mais rester sous Je contedle d'un petit gronpe qui
thiessirn ses propres barridres commerciales ; oo qui et pindralement
appedd cartel ™. On doit alnsi constater que la guerre axra renforcd
les cartels; & lalumitre de expérience des dix anndes qai ont précidé -
le prisent conflit om peut Mgtimement eraindre que b consalidstion
des momopoles w'ait un effet restrictif sar la production.

'Y "9
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Veilh, somumairement expoeds, lex primcipanx problanes qui re pose-
ront & Péconomse amdticaime aprds la guerre. Comme on le voit il
s raxodeent fous & ume question essentielle. & ravoir comument acti-
vitd  dconomique pourra-t-elle dtre msintenue sux Etats-Unis et par
quels moyens pourra-t-on dviter un chomige maseif !

.
.- s
Lees diverses solutions propoedos peuvent en L10s v LLOW O €F, trot

'uh‘ﬁbtil'- H
(@) Une aogmentation sur grande échelle des vxpeatations aven
des mvestissemnents massifs & 1'Erearger.
-~

(8) L'atablissersent d'un programme d'esvergure de grands travisx
publies, -

(0) L augmentation do pouvoir d'achut des mases travailleuses.

Ces solutions ne somt du resto pas exclasives 1'une 2o 'autre, et 10utes

les trois pourrisest trouver ume application simubtande.
« (@) Vénorme pouveir do production do Véconomie sméneaine, il
est queation, en dehors des besvins de ba conmsmmation solvalile des
Etata-Unis, do le faire travailler en partie pour Uexportation, Mais
du fait que lex Btats-Unis sont d'énormes productenrs de matiires
premitres, et qu'ils n'entendent pas abaisser beurs barsidres dosanidres,
force leur wra en conséquence d'aveir une halance des ecotnptes
faverable, c'est-i-dire do procéder & des investissements massids »
Véranger.  L'Amérique entrera apsis In guerro dane une dte do grands
placesnenta extéricurs ; ces placements s'itendront dans tous les pays
ol ilx pourront avoir lieu et presudront veaisembloblemsent les formes
bea plus varidus, depuis los préts aux gouvernetments jesqu'sux participo-
tions dans dos affaires. Pour mettre en pratiqgee <otte politique om
demande (58 & cor et & erd la eévocation de Johnson Aot «ui interdit
au geuvernetsent amérieain do consentir desprdts aux pays qui ne sost
pas on rogle aves les Btats-Unis sussjot du paiement de Jears dettes
de guerre,

Iy o un an on mettait en avast que los Btats-Dals deviient avoir
une balance des comptes faverable do Vordre de 2 willisrds et demi |
agjount’hui on parle coursmment  do 4 milliarde. Le chiffte de
4 milliands est relativensent petit quand on le compare au chiffro
global de la production snviricaine de 200 milliards de dollars, Clest
dire que miéme si dea investimements de ot erdre de grandeur

-
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steflectuaiont ils ne sacraient apparter qu'un wulagoment tids limité
& 'immegaitd du probléme & rdsowire,  Mais wi petit qu'il soit quasd
oa e compare & s production totale américaine, co chiflie do 4
williards de dollass oo tont Jo méme feorme quand on envisage en
rapport avee les possililitée de placements dans les divers paye, car il l
wagit pour fes Btats-Uris d'investir asnmellementi"étranger § mssllsards
do dollars, et cols, bLiem sntendn, en plier des revenss des anoiens
investiscements of des rembounements dventwels, particls ou tetanx,
des dettes do geerre. A titre d'indication signalcza on pussant que
les investinsements sméricains & V'étranger durent les 10 ansdes qui

4 rte w'ont jamais i 1Y, de millinyd
B e i

-
' . ' u“\'m & étrungor no »ont

Uy .  2min 3 renvol par et simple du probidene.

O soutes qn‘i#lbmmwﬂomoddmt A des investinge.
wents mhnifs, Jes Ansiricnins, & Vinotar de ce qu'ant fait Ten
ot bes Frasguis, & & fin Jdo XEXdme sidelo se paberont be love d'aveir yy,
baluoce de comptos $faverable, ot combleront Jo déficit qui en réag,.
ters aveo los tevenps Je leutx investisements,  Cette thise optimiste . |
paralt, peu fondde ; nes wulemont parce oo, productests de matitzey 1
promidron nused bieg por de produita finis, lea Btote-Unis  mipy,
U0 tomd wntre payw, st tributaives do Eteangor, mab amssi o
surtowt parce e s0wrwux Jde maintonis bl certain standand de priy <
at do sslairos chex eox. lex Amiricuina womt refractaites & toyy,, . S
diminution de leuss tarile dousniors qu'ils considizent cetme fop. %
mant partie intigeanto de |'wnsemlo de leur structure &eonotubqua,

Q.thu il em soily ool fmoaiie cparyll.um nt de cap dlaux exigern dp. )
Brats-Unis ume vigilancs cosstante pour bes surveilles ; il y anrs, par 1, SO
force des choses, des cdues Jaes lesguelles ces investissetents wetopg wi
particulifrement pomby eux et oft Jea Btats-Unis demanderont of o Mivg.
dront une espice de contible danonugize, O wast gue les 2bies oy
vonte®le donomigue so trausforment graduelloment o= whties de contidly
politique ; ot alnsi Vexpansioninme &one wigue aurs powr 1éultag
d“‘?“’ b champ do la responsabilité politique des Américaine. Lo
Grand Cupital nox Btsts-Unis, e tendance rl'mulumr vt Elnig
iselstionniste, devient ainai par M force des choses expansionnisty
dans Ia politigee moudiale.  Desconflits d'intéréts commencat &G &
apparslire cotre bee Blate Usin et les grandes puisssnces colniades,
I"Angicterre, ln France of Is Hollande en t#te, of un mouvenent s
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O dlessine en \m‘rlqm pour demander le costidle internatiosal (interna-
tional tewsteeship) de certains pays sous mandat. Parfois on va plu-
loim, on rivlame pour des reisos de sécurité sneéricnize des fares qui
seroat des points de dipart, des tites de pont pour une péndlration,
eoonoaniqee d'abord, politique exsuite
Pour justifier cette oxpansion om proclame que Jeo Amdesnies, gul
ont réalisd cher enx be plus haut digré de développement donomigue, =
ont un nessagn & apporter su tmonde, doivent contrilver au relivvment
er vieus pars divastin of an diveloppemnent des contrdes seridsdes.
Toute une iléologie est édgamment constrvite powr Igutimer une in-
tervention qu'en realité seules des nlcessités éostmigues expligrant.
Ainsi dono ce n'est pas, contruircment sux apparences, parce qu'ils
& veulest élover la nivean de vie des pays aniteds o qu'ils ont un noble
éal A faire triompher que lea Améticaine éuouvent Je bwoin de :
#'ftendre rur toat univers, mais parce que les néeesintfs interres de
beur économic leur imposest des investiscements massils & I'dranger
il mettent en avant une justification iddaliste, News avess li un
cxeteple vivant d'so ces o Uinlrastructure deonomigue peaditionne
ls wuperstrecture iddaliste,
‘»bmmd‘unmnh@ vie o maistenir dos Ia
diz possible Usetivité dcoremique du pays réside dams 1'éabors
1ion d‘u vaste progranume de travaux pnbba C'est lo tlave d'Alvin
Hagswn, de Stuart Clinse, ot de wnkmxdémo«nto elle 2! conmue - 4
o sops le nom de programme de 1"économie cotpensatrico. Il o'agit em
somine le remplacer les dnormes achats que 'Etat effectue & "houre
actnelle pour les bescins do s goerre, o'ost-d-dire dons wn but destructif
par des achats qui sermiont utidisds & des fins constructives, Con déypensen
)< publigues couvront une gamme tris dendee, dopois les twesures d'éde- ;
cation, $'hyghine, jusquaux habitations populoines, en possant par
.  Jos travany pablics proprement dits, ports, afredromes, routes, ole. .
1 est hien entemdu que cos dépemses pabligees ne doivent pes e
elfectudes ilana lo seul hat de trouver un dédouché & 1'éonomie ruré-
quipde ; wais Ia collectivité américnine ayunt des beosins & couveie
of des nécossités A aatinfaire, il y @ lieu d'établis pour V'svenir us vaste
progranuse  d'sction  pobliges qui interviendradt powr walbyosir
'uctivith de "éconoauie aux premiors signes d'un recul de cette activité. ~
Notous en passant que le New Deal avait #1é oongu un pen dass <ot .
wprit, mass il sagirail cette foin de comcevoir un progranime boaseoup
plus hardi et un ordre de dépenses dépassant plusionrs fois celn Gqua
étan m"n w “ N" Ma

.
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Malkeureusremesnt si 'on accepte sans paotester des dépenses asnwolles
e 100 milliards quand i " sgit do faire a guetse, parce qu'om considére
cotte dernidee comese une nécessité indocteble, une question do vie
~ou de mort pour & nation entidee, les vulicux d affesres sont beawmup
plus récalcitrants lorsqgu'sl fast Paire dépenses I'Exat an peofis de certalines
sectioms de la popslation. Les déficits budpltaites volontairement
acooptés pendant In durde de In guerre soet Sgaloment t1ds comsbattam
spmand il #"agi de travaux smplement utiles. La vesi raken do eotte
opposition des grasds milioux d'sffaites & cette pelitiquo ot qu'elle
implique un Hargissement ccrsidézable des foncticos dol'Btat, un pou-
voir énorme, teataculaire de In paisazce publique. qui devient & 1a fois
le ples grand acheteur du marcdé en misee termps que le grard dispensn-
teur des services que V'on préfise reresver & des particndice. A cette
thioric om opposecelle qui est connue sous e em de VA iean
way " ; umoertain [ibéralissne &onotuique qui eacke, il fant lodire, 1a
domiration des trosts ot des monopoles
C'est cependant sur ces grands travaux que omptent heawcoup
despuits perspicaces post maistenir Pactivité foomtmoque du pays.
La mise ou applicatom do e programme, i elle se fait waalyrd V'oppasi-
thom conschento ou inconsciente des milienx J'afaires, devra s'apguyer
wur do larges sectices de Vopinion publique,  Cette dersiive davia
éclairés war Vutilith de co progranme d'action, sur son caractiro indis.
pessable ; il tavdea créer wm vaste mouvement dlenthowsiasme sutoyy
des dépenses de I'Etat,  Logiquement il n'y surait pas de raivy o,
les diznizes do milliards que 1"on gaspille pour des bescins de destroctioy,
ne trouvent pis un enplos judicioux & des dégenscs coustruetives.

répartition du revenn national,  Tei une remiarqgue prélininaize «'inypose,

On s'imagine généralement que la masse des travaillenss amiésbening
et In naienx Jodhe au monde, qoe presquo toutos les familles ouviidres ont.
lowr auto, leter frigidnire et potnent un train qui parsitrait lexveux aux
botirgeis moyess |'Barope ou d'Angleterre.  Une littérature «f un

cimema do comsmande ont beauconp contribué i acoréditer cette opinion
- non aeatletnent en Amérique mais aussi of surtout & UEtranger.  Rion

u'est plus faux cependant. 81l est vrai que certains ouvriers américaing
ont des salaires fort enviables, ks masse des travaillours vit dans des
cosditions toat & fait misérables, smtont cenx qui chément et nous
aavons g ces derpiers sont fort nombreux. On s commencé A s'en

(¢) Cest & améliorer la condition des travadllesas que vive Io trois idgng
ardre de solation, A augmenter leur powveir d'achat par woe meilleare

retvire compte & partir de 1990 grilce A une littérature r&liste le
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peblse en géndral o ew son attention attirde sur le sort 4 individes dont
on ne soupgonnait pas I'existence on 41 grand pombre aux Etats-Unis.
D'une statistique ofSciolle parwe avamt ls guerre de ls répartition
. revenu natiosal jextrais Jes doamées suivantes:

2 pulboss de familles ont wn revenu anpvel Jde moles Jde
$ 200 (£ 40 par an — £ 3} par meis)

millions de familles oot um revenn anmuel Jde moins de
§ 100 (€ 80 par an — £ G par mais)
I million de fandlles ont un revenu anneed de moins de

— $ 700 (O par an — £ 11 § par mois).

Tles 8 millions de famalles somt catalogndes dans Jes statistigues

—— officiclles conume ' continually lacing starvation, ”

11 wulbons de familles " contanually fighting poverty ™

19 nssllons,
Aasad

Ainsd 10 millions de familles sux Etats- Unis seet 89, 300000 individus
aur un total do 140,000,000 sont soét sous-alimentées soit e lutte coptre
Ls misdre, snivant bes propres termes de V'étude officiell.

En faco de ce prolitariat, nous avoss :
8 millioes de familles cataloguées * comdortable middle" elass

23 millions de familles catalogudes ainfes, dowt S00.000 really
acounalating saving "

S
293 mullions de Tamilles (4.7 individas pae fanille, sost 140,000,000
[ d'halatanta), .

(st 'existence de cot feoame prolitariat, qui vit dans des conditions
«i misdrables, qui petznet ax revenu national de »'sccusouler cntre les
maing §'ume winonté do privikgiés, Cette minorité, malgré le Juxe
yu'elle ptl.l!r s payer, et fatalersent amende i réinvestir ses épargnes en
higns de production, ef ce sont ces investissements contizusls provoqués
par la triw inégale répartition du revenu natioeal qui sont s cause do
désiquilibee latent entre ks capacité de production et la consommation
solvable anx EtatsUnis.  §i les 19,000,000 des familles pauvres amén-
caines menaient une vie simplement décente, In comsommation sux Etats-
Unis atteindrait facilensent lo total de 200 milliards de dollars

hE. N O o - -
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~,_Mhmillmcip&g~ma&ium&. bertaine de ls condse
tiom de la masse des travailleus. Duh&d.l‘l R omB
M&mandethM

3 .Ntlotl ’
&‘Mmmdao'pumnbnu e s i

% catte amélioeation,
n fast souligaar, par exmmple, qu'sl existe 15 & 90 Four cent ol'umnmm:.

Wenls vacants dans les immssbles conmus wots e nom e * ool water
~ fata ‘:.vlpnl-lo Guartings de taudis ; Jar ontee o APpurternents vides
. mmnbh dllm On remarque ésnde iga Jepuis 1909 .

Vaugmentation de ha eiroulation fidueinize ot pley

yous s vimes Inin des conditions d'un vrai lihralisme, ,:::"::“‘ ‘Yo
d'une pars do gros trusts of d'uatre part o Eroupements ; -i'»‘%. ;
WWomvriors, les salaires sont plow exniteonment bevdaliat d'un Sl
do forces, L'expérience de la déivade GUb & prévlids In guerse Py, :
d"sve fagon pertinente gue toote haume dey walnires Provoqug aw‘

part du patronat une réection naturelle sous fopm, d'sme plus Erane,
Bfcanisation, aveo comme résultal we moimdse utilisution (e My,
Wotuvre of ume acconteation du ebdmage.  Ainsé dove ri em up MO oy,
obtiens lo résultat désicé, qui est une ARZImentation des lhirey
Aovompssnde d'uge réduction d prix de revient, on PROYOqRe on medny,,
tamps I mise on disponibilité d'une certeine tranc, douvriar, c'et.g.

dire que V'on er®du chdmaze. Autrement dit 1o eycle 50 reforme =t
lui-tidme et Von abostit ua réissltat exartement comtraire & cehui o

Von vimit. 1'®@érntion dos salairer aveo la dimdnetion du codt de Pro.
daotion entraine du chémage. Cette contradiction interne que noyy

avome véeus de 1960 & 1909 semble étee inhérente o r&ime capitaliste,

oF M parait pas pousviz se résondre.

Quelle: concduion tirer t
Si Tow mesuren préconisées pour mainteuie I'setivieé do 'éconitie

T sont pas nppliquées, ou si ellta sont mal appliquévs, ou escore s,

iom appliquées, elles w'avizent ineficaces, nous risquons de volr appars :
raitre aux Etats-Unis aprésla guerrounchidensge sur une échelle peut-$re
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Jammis vae  précidemnent.  Ll'expérience des  dernilres  anmées
nOus & enseignd combien un grandehdmage qui deviest endémique risque
d'étre faciloment | proo de tewte propagande. Je ne veux pas
prodomeer lo mot, mais jo crois que vous voyes apparaitre la chose,
Une cortaine forme de naticoalizme outré, avee toutes Jes consbguences
fua cols vomporte, oot sasceptible de déforler en Amérigue dass wu
avenir pas trop Aledgnd. DN une propagande & peine dissimnbée
prépare lo terrain de cotte nouvelle idéologie.  On voit vers quetle direc-
tion olle est menée, contre quelles doctrines, e1, en politique extérioare,
b Végard do quel pays elle et en pleine hostilitd.  8i ces prévisions se
rdalisent fows risquons (amsister avant longtemps A Ia guerre mondialy
No, 3,

Veilk les problemes «ui se posent aux dirigeants amizicaiza. Comme
on le voit, ils sant de taille i défier bos plus beldes intelligences du pays,
Do la fagon dont ils seront résodus, résulteront des consiquences us
affecteront le monde entior: of I'Egypte ne peut rester indifférente
A une question q=i peut la touoher de si pris,

Fhvrier 1945,
M. Messiqua,






MISUNDERSTANDINGS ABOUT FULL.
EMPLOYMENT
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Tue Prontgx

Permanont uneoployiment is one of the st striking inadequatien
of the present cconomule system. It is temporarily screened by war-
= finee activity, lmt st will reappear with the demobilisatbon On AR et
biggr scale thas tn (019 in nesarly all conntries provisions are made to
' witercept thas develojenent,

It is an deniable fact that under the present organisation of produs-
twe apd distributicn a remarkable portion of man-power is uhoccupied,
« cortain part of disposable capital is univested and even existing plsts
don't werk to the full extent of their capacity, while consumption iy
potantially unlinsted. The evitics of capitalise find eaally argwmonts :
Brazil enacted in 150 the ™ sacrifice-quota ™ of coffee, providing that
15 per cent of the _w_nr_i_v crops were to be destroyed by fire ; the British-
Duteh rabber-restriction in 1926 reduced the plantation area by 18 per

gent ; the Comité des Forges sold in 1927 mearly 30 per cest of the
French preduction quota to the International Steel Corporaisen far
8 million Dadlars, diswissing 230,000 Fremch miners. In view of sock
oxaiiples ane ks 10 adniit ti_l‘ the actual moohanksm of production and
Aistribution preventathe Nation from enjoying the full sntisfaction which
the resousces coubd produce if well explosted, ™ Poverty in the mides
of plenty ™ ia the characteristic of the actual situation,

The social reformees of the 10th.. century blamed capitalism for provo-
king exploitation and injustico, but they coukd not repronch it with
iwefhickenoy i proslisctson, The secial reforsees of the 20th. contary
have the much-stionger argement that capitalisms does eves ot :
achiove the naximum of production, which weuld at least partinlly
compensate its social and moral insdequacy. ’

Pormanent unomployeent is not a characteristic pocaliar to capitaliom,

“Ir Toqueville reports, in his Histoey of the French Revolation, on
forced laboueservice introduced By the Jacobins in 179 in some towns,
Schmgoller pointed out that in the Middle Ages nearly 10 per cent of the
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Buropean pogmlation weso vagrant monks, scholars and beggnrs,  Below
onepidered building of cathodraly i these tinues 10 be a sort of employ-
mant policy. That can be eaid aleo abowt the buildings of Augustus
sod the Pyramides of Egypt. Rostowtsew mestios unemployuient
in antient Rome and Greece. All economic systessn yroduced in a
cortam atage of developoumt this phenomenon. The economic order,
origieally adequate to special conditiens of popalution, technique assd
wogial Enstitntions, loses its cagacity as soon 28 the initkal comditions
change. Unesployment is one among other syogtoms indieating tho
" erisis of the aystem ",
The actual figures of unesaployraent are psade up of 3 olensonty -
(4 Postvonal it trictional wanapleyserit cansed by weathr-coni. meld N
tions and frictions of the labousmarket, y =
(%) eyvlical unemploymest conditioned by the phaves of busisen, -
(¢) permanent unamployment as the residus of unsmployed which wi
not be absorbed even in the phase of prosperity.
Seasanal and frictiona! unemployment can bw reduced by betoy . |
ganization of the labotsr-raarket ; eyclical unemployment will disappeg,
with the sabilisation of economic fuctuations ; bet permanentung,.
ployment s a question of reorgnnisation of the economic wystem .,
s whole. This third stratums indieates to which extent the CNONG,
mechanism itself failel. y
Pormasent unamployemat existed alrendy before 1914 on o woy), :
of 2 per cant of the available san-power.  Itincreased 10 1217 per ooy
alter the postwas-crisis in 1921 in all isdustrial countries. It dig e

decrease during the prosperity of 1922, Saitzew (Zugrich) gives 1), N
following Ggures for 1932 (in peccentages of traule-unionists) : ; F
! Cowatey Actual Permarcat ¥ g!

urecephyymeont | wemployment .
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The figures of actual unemployment are therofere not in confornsity

with the rate of permanent-umemployment. Though the actual rate
in Great Britain in 1932 was lower than in USA, the structural u:uuh
tions of employnsent were bse favourable in Great Britain,

Permanent unemployment is caysed :

(@) By the decline of the bintherale sinve 1850 in France asd sinew
1900 ia noarly all industrial cowstrios.  Th may soema to be paradoxical
to mnko the desrease of popalation respansibio for the abuulant aupply
of man-power — bat sinee the declice of birth-rate implies in the et -
stage a deficioncy only of the younger, tmerely consuming generation,

| the peroeatage of populstion being of an age ahle to work increases.
Stillin 1900, 31 per vent of the total pepulation only were able to work,
while in 1938 already 73 per cent and in 1950, if the decline comtinums,
there will be 55 por cont of the population overerowding the labour-
market,

(B) The average longerity of tbo popudation it Waestern and Central-
Europe increased during the last 50 years from 47 to 67 voars by hygienic
and modical progress.  Prolonged life brings alout additional supply
of labour whick is estimatal to 40 per cest of the supply in 1590,

i (e} Tha mwaber of fomale workers in industry inareased since 1919,
On the one side, the aumber of widows and diveredes had inerocased
during the war, concentration of workers in ever higger towss looxened
domestic life. On the other hand, lower wages for fomale workers
indlaced the mansgers to ongage wonmn, awl technical progress made
work eseder 50 that it could be done by woman too, Pomale workees
esentod alrosty in 1938 an additional supply amousting to 17 per-
oent of labour in B arope. .

(d) Teohnical rationalisation pits eut of work an ever increasing quas-
gity of mamepower. In the frst stage of industrialisation, workers ex-
pelled by maohines in consumption indestry found sgain work in the
now Dbeanches of machine factories, Expasding export-trade created
pow employmont and the rest weee abdorbed by emigration overseas.
But xince 1919, expacsion of industry slakened down, exports decreased,

'l oversean countries started industriatisation and emigration was ratsoned

by quota or other rusteiotions,  The kabour market no Jonger atworbed
the mnemployed,  Further techmical progress was only attaknnble at
the oxpenss of man-power. Statistios of wages illustrute this do-
velopment., The * American Federationist ™ published in 1928 Syures
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concerming the proportion of wages to the ineressed output in the
Amorican ohemical industry : -

e e e !
Year ":ul‘-.:“':u 'm:?:.wc:: )
B i - -
B I s i Tene e 100 100
| L AR 156 l 105
. I s - AW, 84 141
I L s | s <
IR N ) T 205 . 126
U W) AN J64 | 15

Compared with 1900, wapes in 1928 remained 3 times belig] thi
increasad value of output.  The paper considers this deficiency in Wageu
im the course of rationalisation to be the cause of over-production 4
demands to oxinpetaste it either b}' inereasod rutes of wngea, op |oy a
shoeter working day, or by a proportionate reduction of .;uiru of the
pmdudn. I vither of those 3 ways, the share of wages in lotal ool
wonld koep pace with the vaduo of output, Under this o enlition,
rationalisation would ot cawse unemploviment, The American
Federation of Labour" secepted at the comgress of 1938 thiy formula
as the dirocting prindple of the policy of the teade-unions iy regard to
technical rationalisation. Technical progress must prove its efliciency
aither by Nigher wages, or by refuced workdays or by lower prices of
consusption poode.  Useles this conlition only the trade-unsons almi
ratsomalisation, ne g

-

() Monopalies such as cartels, trusts, restriction are and regional
sar kot -agreemonts reduced the yolsme of production in order o main.
taim high pricss, The prospacity of 1928 fn Burope. less in US.A.
wis eharactoriced by an exaggarated rise in prices. while the (eantity
of production remsined hohisd, [mport resteicedons and  bilateral
trade-agresments doprived a nuwwber of branches in Europe of their
markets, Workltrade decrensed from 1929 to 1962 by 70 per cont of s
its previous volume, Monetary restrictions aggravated the situation. |
The charge on wages for soical iusurance as well as SO0 ACTONOONS piriy; -
ciples of taxation aceentuated the discrepuancy between demand for
and sapply of wark. The shortening of the werking day in accordance:
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with the Convention of 1010 did not sullice to absorh the usncmployed.
Maore ratical reductions in working hours were practicable omly in
vountries with & Nigh devel of wages as in US A,

According to these 5 points, permanent unemsployiment 35 only. par-
tially cwssed by ecomomio facts. Social and palitical factors outside
the purely ecomomio sphere such 3 the decrese of population, longevity,
fomale workers, have an essentlal sharo in the conditions of this pheno-
menon. The economic mechaniam based om private esterprise and
the free market enabled during the I9h,. contury a quadrapled
population in Europe to live at a standard 3 times higher than o
proviows centuries, Bar the same svstem &, under changed conditions
of today, no losger capable of jrocuring work for everybody. [t is the
mcal argent economic problem of our days to find out bow o
reform this system in smeh 0 way a4 0 seczro work for everybody
without a dedline in the standard of life,

PRECUKSONS OF NMTLOVMENT POLICY

Disowssions in Groat-Britain are at present preoccupiod with the
problesn of Fall-Bmployment, In the enthusisan: of discoveress one
forpota mometimes that " theto & nothing new weder the sun ™. Be-
veridge bad already in 1000, whes the theorists did sot yot netios this
fact, drawn attention to permasest unemployment. In the years
nfter the last war, Major Douglas, an outsider, developed his scheme for
“Social Ceadit, " The trade unions studied the problem usder n par-
tioular aspect, but their conolusion, 1o inerease wages, in order to rein-
force comsumption, was vehemently opposed by Pigon who expluived
already in 1011 unemployment as the rosnlt of excossive wages forced
by the policy of the trade-unions.

In fact, mosey wages and real wages ax woll ss tho sharo of wages in
the total national inrome ineeessed since 1900 amd sharply since 1919 ;
but it is doubsfal whether this was owing to the intervention of the
traude-unsons or to i reased prodesctivity rosulting from hetter tochnical
oquipment. The sum-total of wages, atill in 1513 amounting to 41 pec-
cent of the national income, rose in 1929 to 66 per cent and this propor-
tion was not touched by the depression alter 15061,

Knyues created in 1938 by his “ Geseral theory of employment,
intecest and money " the new thevrotial Lasis for the discssivn of

employment policy. He was supported “in Eoglasd by Mes. Josn
1t
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Robimson, but vehomently attacked by Pigou in = Employment and

g - Brquilibrium, " 1940, Beveridge refets in his scheme to this theoretical

foundatios, :

Egonomic conditions in Eagland before 1939 were less prepared to
nocepit an extremo = dtatisme "' making the State responsible for ermploy-
ment polioy, That is why Keynes' books were much more applanded
in Gormany thas in the prophet’s own country.  Only with the develop-
ing orgasisation of war ecomomy in England and with its exporiences
aud obvions swecesss, Keynes' ideas seemed to the average Exglichian
to be bess atopian than be formerly believed.  War economy seemed to
him to. prove that wwsely directed State-intervention produces such an
efficiency of indwstry as private initiative nover had achieved, Kevnes

sdeas pained also wrosnd in England.

Accoeding to Keynes, unemployment is cansed by the disproportion
et woen savings and investiments.  Outlay comsists either of comsainp-
tiow or of investment.  If that part of income not spent on consumption,
exeneds the total of investeaent, the demmand for goods remnins behing
the output and employment doclines. The higher the abcolux.. fgure of
National inconse and the nwore unequal the distribation of “}lc ineome,
the more population inclines to an increased rate of savings, Th,
consequence of excessive yavings is a reduced total of. meome in the neyy
production persod, and auhscquently 0\‘&(-]1!&1"(("0-!1 n_ml unemiploy.
meat. The intersst rate does not restore the «puhlvr.mm aa lluyel‘
.up’u-u The only means to balance savings amd investments iy
public expenditare up to the limits of full-employment. Worswick

says : the employment rate is & (unction of spending.

The fremdsmisatal train of thought in Keywes' analysis is an ol argy.
sacatation put into sew weords: the nucleus of all these theories in
 undesconsamptaon, © Maex aceumulation of the surplus-value means
that an ever incressing poetion of inoconse is turned off from consump-
tiom causing ever more accentuated orises at the markets. Ferd in 1908
and Filene osee more in 1923 pointed out that the condition of {urther
tochmica] peogress is 4 groater capacity of the miasses to consulne,
Ford says ; Hitherto we concentrated all our eflorts to inerease produc-
tion - now we have to adjust conswmption to tho nearly unlimited
capacity of pt'odnction. That can be achicved only by the way of
incrensed wagea,

_ Fishor's proposals of an “ index-ourrency " aro nothing els than a
varioty of the ander-consumption theoey, Fusher points out that the
gokl-price guarantes in no way a stable purchasing power of the usit
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of money, Cassel adids that ;wld-;wodmdon since 1850 remasined by
12 por cont vearly beolind the rate of industrial expassion. That
cansod contingous deflation, Fishnq well as Caasel and later ntn"b’
and Wagemann propose to abasdon the gold-parity and to regulate
the quantity of circulation according to the fluctustions of the general
price-level, or to the oscillations of the index of whelesale prices, in
order to reinforoe consumption. These asthors find the main cause of.
ander-consumption in the shortage of memey ia cironlation, which ins

volves a staznation of markets, a decrease of the national income and

finally permanont usesnployment. Fisher as well as Camsel proposes

to expand the crodit of the Central Bank to such an extent that the

stagnation is counter-balanced, Indirectly, the iscressad volume of

crodita involves an increased demand for goods, for capital goods in the

shape of new investments, for conssmnption goods in the shape of ad-

ditional wages, So far, Fisher comes very near to Keynes' arguments-

taon, and Kevies admitied that, . '

In 1900, the German Governnsent started the fiest big-seale experis
uwent of & policy of public works Snanced by & budget-doficit, The
Woytinsky-Tarde-Bade play assemed that every worker, additbonally
employedin public works for whatever purpose, implics at loast 2 workers
additionally employed in private industry, The increased consunption
in consequence of public works stimulates also the private sector of
economy to produce mere poods, and in order to satisfy this new  de-

* mand, investments have 1o be carried out. Wagemans says in his

vefarm-plan of 1051 : * An injection of 1000 miilien Marks by public
works causes an morcased total income of at least 3000 saillion Marks
by secomdary reactions of the original investmest, so that it is not
neossasry to continue pablic expenditare — the motor emce started by
“anitisl igmition ™ works automatically in an ¢ver icreasing speed,’

This thewry of the “initial ignition ™ by public investments is the -
precursor of Keynes' thoory of the " multiplier *, ie. the confeient -
by which investments automatically increase if omeo stimulated by an
whlitional demand for gonds.  Aoconling to Wagemann, this multip.
lise operates in another wide alw: publie investmests discourrage
private mavings. Comsoquently the initially iujocted 1000 million
Makes will bo reinforoed by at Jeast 3000 msillion saving-deposits being
involved in the new investment process.

Roopke, Hayek and Machlup opposed this iden of * inisial iguition ™
with the samo argumont which Pigos scts agaisst the theory of * mul-
tiplier ™ : eredits have wifortunately toberepaid ; theinjected purchasing
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pw was borrowed and mest be withdrawn  from the nosmal
protlection: as soon as the liahdlities ato due.  If public wosk bas in the
meuitine wot returned the initial capital by yielding profita. the equivn-
fanit Bas Lo be gathered froms the private sector of production by warning
ofl bank<codits, uness the Government continues ita * policy of spen-
ding ™. Bat Governmontal debes have eqmally to be repaid, »o that
pialee indabtedness is wo salution of this “virewlus vitiosus ., The
multiphier in & trick of flaasncial conjurers.

Casmnel taines thnmdnemon nrguum that excesive pablic expen-
dditure Envelves " foreed mavings " — prices rise as comsmmption in
real termd-dectenses,  The conunmars have finally 10 defray the cost
of employmeni poliey. Haywk in his study : Is thare an absurdity of
savings | asserts that the interval between expeoditure and subsequent
ferced savings ix the shorter, the greater the portion of an
immediately transformed into wages.

The polioy for Fall-Employreant is therefore not a new idea. 1y,
wotual rovival in Bogland is due to 2 fastors: the wrgent probles;,
how to easure woek for the deawbilized armies after the war, ang

the sxcelleat foemulation which Keynes found for the arguments. 8o

Baveridgo bs right, as far as Bagland is concerned, to say : "A new
ot of evomsenio theotizing about emaployment was inangurated by
Kaynos, ” : 3

That is the task grousd of Beversdge'™s * Fall-Ensployment in a Free
Recietr, " published in 1940, At the same time, the [nstitate of Sta.
tistion at Oxford published & series of studies on * Econowuics of Full-
Baployment ™ which agree in the chief-points with Beveridge's ;-l.g.
The * White-Paper on BEmployment Policy ™ of the Brtish Govers.
meat bowever still keeps on the traditional postulate of a balaneed
badzet and does not adops the revolutionary methods of financing.
puploymsat policy by unlimited borrowing & suggested by Beveridge.

BRyesings AND THE ¥EW NUCLISK IX FUBLIC FINANCE

“ Baployment depends on output ” — that is the " leitnwetil " of
Boveridge’s analysis.  Baversdge takes it for sure that unemployment
gin camsed by deflsient domand for goods.® The ospacity o productton,
i.¢. available man-powyr, capital and knd, exceeds 15+ capacity of
mm’;m\. i that part of income which e spent [« : commedities
sl investment gosds. The result is, that o cortain part of man-
power is 1ot engaged in the production process. In 1986 for instance,

L 4
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the output capacity of British ecoromy amosnted, sccording to

Beveridge, to 5175 million Pounds, while consumption and investments
toget her remaned 500 milhion Pounds bebind this figure, with the resll,
that 12,9 per cont of the available man-power wero out of work.

The total ontkay in the economy comprises the following elements =
Consumption hy private housohokds, investments of privato entorpises
(exebuding investnsents in boans howses and land, which & only another
form of saving). the sueplus in the balance of payments abread as the
eqaivalent of consnmption by foreigness, public expenditure ax far s
it wxceods the revenues from taxation, The stage of full-cruployment
inackioved usder the conditson that this total ostlay eqeals the output-*
caparity of production. Bmployment podicy therelore has to aim at
asueh an intresse of outlay, no matter on which route, whether by private
eormEmption, private investment, or public expenditre, that the demand
for goeds is equal to the supply of goods, Under this condition the
equilibisivm at the stage of fullemployment i restored.  As long a%
outlsy in deficient, the squilibrium of demand and supply sets in at &
stage of under-employment as in 198,

Aceording to Beveridge, there are 3 routes to increase the onthay to
the maximum of output :

Either. to inrrease public expenditure covered by loags to the extent
of the differvice betwoen outpat amd cutlsy above mentivued.  The
pates of taxatian loft unehanged, this expeaditure has to be covered by
harrowing. )

Or, to increase the pulhic expeoditure 1o the same extens, but to
cover the outlay by subsequent taxation, &s orthodox finmee hitherto
has dome.  Full-Employment by this route is achieved through the tinse
Ing between e xpenditure and subsequent taxation, 1t can be nuinained
only by an ever increasing public otlay serpassing the following in.
erease of taxntion-revenues.

Or, to continue public expesditure on the sctual seale, but to emact
simultanecusly o goneral redwction of rates of taxation. By thess
menns, private outlay i stimsulatod to such an extent that the dvmand
for goods equals the maximum output.

A fourth alternative route, to reduos kmports 1o such an extont, that
the demgrd for home-peoduced goods lscreascs, is rejected by Bevoridgo
ns the way of protectioniaum in foreign trade policy duriag the last

-
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e the shouklers of the meighboars,
t in onmuy by this way is paralysed by

it in the others,

M the mechanism of the 3 routes by an exauple ;

““W would have risen from an erployment policy on
eack of the 3memm 1938 in Eaglnnd! He gives

* o«ua.twmwm

: Ml Yoo 11 | Tewte 111
Prltie | olbedes | Reeission

Private eonnmpunn
s Private jovestment ..
- - Balance of payments abrosd
. Pehlic outlay by revenues ..
" - Pub,lwauthy by homvuns
Unused resources . -

-

.Q“Mﬂpuity
1.'@“ of actual public

|

M o bﬂﬂ' on Betitions caleulatsons : Beveridge supposes
M &b “‘Mlua " total outpat remains anchanged while employment
_ ! i HQMM that imports woulld increase under full-employ

3y, m.“"b’“ millice Pounds. e omits, that imcreased taxation in
 rowte T would imply & reduction in the sector of private investment,
'“' Saxation fn route 111 would pmvolm W Private invest.
"wm'd table 450 millions are insertedd in both eolumns, He

aleats the reaction of empolyment policy on prices — the whols
,. iw o6 the assumption of a'stable price-Jovel, Abstrac-
! , 4 6‘ i l amthouh”m'- reality & new datum, which
‘hm‘» fomm. 1 for instance pnm rwe in consvuence

of publio W consumption A% well ax output changes.
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Beveridge is in favour of route I, to" place the responsibility of ensur-
ing at all tinses outlay sufficient in total to employ all the available man-
- power i Britain " upon the Government. Beveridge howavor adimits,
that this routo implies & revolation in the methods of pablic finance.
Public indobtedness in the example increases by vearly 155 million
Pounds, That will be the yearly recurring deficit in the budges,
“oovered by borrowing, as loag as employment policy is carmied on,
In wpch a pormanent bedget-deficit during decades possible, and
What conseqionces are 10 be expected ! Hore are Beveridge own
Q" Hewem to thia qQuestion
“ The categarieal imperntive of badget ia, that it has 10 cover a suf-
®et ouwtlay to employ all available man-power. 1t is bottor to employ
people however the monmy for paying their wages is obtained, than
not to employ themat all. ¥ The question, for what purpose the catisy
shoubd be xpont, is, aconling to Beverilge, irrelevant to the effoct of

omplovient policy as mich. He comtedes however that investments

in the general intorest of the community us hospatals, schools ete., have
priority, ** Bat the first rulo is that total outlay at all times must be
wafficiont for full-employment. ™

Bevoridge feels that there are some readers still teaimed in™ ortbodox
finance " who may be startled by the klea of 4 comtinuous spesding in
excoss of revenuos regardless of the purpose. Beveridge calms ther
anxiety : * Spending in excess of current income and borrowing have
altogether different implications for the State than for the peivate
citizen, An internal national debe does not and cannot reduce the total
wealth of the community, " And ke refers to ™ the most striking con-
clusioss of Kaldor, that the national debt of England could be expanded
W at 4 rate of no loss than 775 million Pounds & year ento 1970 without
imvolvimg on this account any increuse of tax-rates.” And the tax-
pavers in England who kave reason for being anxioas about policy of
spanding with rogand to the incroase of tax-rates during the war, are
apescod by the phirase :** A policy of comtinuous barrowing is eonsistany
with a steady reduction of the bunden on tax-payer, ~

Beverklge omits to give an cconomio angumentation of these asses-
tions. Ho nppeals to our sockal sentiment ="' To leave childres
and the sick untended for fear of increasing debts, is to Jose all sense of
relative values. ™

That is an angament, bud not an economic ane. It is the argemont
of the rained in a stato of essergoncy.  Why then pestend

: I employment

poliey to be an econowmic aystem and not o charitable institution, why

LA
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- speesd the money in & quasi-eoomomio sector of public works forcing the
. peceivers of inosane to hasl work, while the same result would be ob-
u‘-odbywhdng banknotes in the stresia of the PoOr Quarters 1
If productivity in irrelevant to a polioy for weslth, it is the simplest
way for the organisstor ax well as for the worker, to dieperse the money
among the POP“ without aay uolllpl‘ukm in working. To establish
eployment policy om spesding is what we ealled .~ Financial Nikilism *,
Beveridge boovever comes back to a more modorate peactice. “ Ti
i better to provide the means for owtlay by taxing than by borrowing,
But the propostion between the twe routes should be docided mthor frogm
the angle of sevial palicy than from that of public fsance, B!Yl'rillge >
Abinks thar 1axation is w0 longer pritnarily a source of peblic revenes . ;
the money for spewuling tony be scquired with the same resslt Ly o,
rowing — but an Instratoent to regulate privato consumption according
to the genoral plan of the pelicy for wealth,

This statement recalls the " concetto produttivisso ” proclaimed in
point 7 of the* Carta dol Lavaro ™ in 1928 : Taxes don’t aim at covering
peblic expeaditure, for this purpose wo dispose of an even more ol ut,
inetrumens, but at enwuraging or dixouraging certain braneles of

| peodustion secoeding to the plan of ecomcamio developanent,

1 Bevuridge's theery of unlizited indebtodness of the Sate ix ney howr
: st all. WWtPMmIoMI&'@;"mM“Wi’
$ the stomach of the community. The more passes through it, ). better
i the limbs are snpplied with sap. " Jodn Law sutmisted in 1795 his
5 " Money and teade considered with a proposal for supplyisg the Nation

- with meaey " to the Scoteh Parliament, but the Scotehmon bom econo- l

' m were 1t ‘.""M in this matter to b hkm m by this trick
Exactly 200 yoars Iater, Knspp pradeed the peinciples of w '

as the methods of the future peace-timos.  Since 1565, Prog Donger
pleads for su unlinited capaeity of the State to incur debs. He says
“ As w s the revenues from taxation cuver 'h Alnount nwm:
to tneot the sharge of interest. thare is no dunger of inmlveney iy ineross.
ing indebtedness. ™ The policy of eheap money enlarges this space in
the budged ab beast to the doakde ; and if interest would be abolished

" entirely, the eapacity of the Slale to incur delts, iy unlimited, Mr
Kalder nuay be surprised to find 30 many who have anticipated ln'u.

conclations,

The ** Beonomist ", in the defence, tried to delimit the capacity of
publio indebledness by the following prindiple : The price-level is mot
| aflected by borrowing ae Jong as the portion of interest for dobis in the

ar-fnunce
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total national iocouse keops un the sime percestago as beforo, But
it i a purely arbitrary axiom to assume the actual portion of interest
for public Joans in the sam-total of the badget to be the standand and
every deviation from this portion to lead astray. We have no reason
to take the actual lndget for the equilibeinm budget, This angument
remains within the sphore of quantitative Sctions swd images amd does
not penetrate into the fundamental problem of all indebtednoss, private
ns well as pubdic : what & the prodectitity attained by using boreowell
money  Tho real lintits of indebtedness are given by thegooceads of

in onrried out by meass of credit, and not by any quantitative
ré between some items in the budget as interest for publie loans

and total revesmes.  That is valid for the balaoce of private csterpise
a8 well as for the budget of the State, [t is a fatal ecror of all modern
reformors to oxesapt the State from the fumdamental peisciples of ecuno-
mie activity s4 sseh, howeverorganised.  One of these peinciples is, that
enntinuous speading in exvess of revenues loadsinevitably to bank-
ruptey. of ia short : Nobody can spond more than he eames,

Ic is intoresting that theories, losg apo refuted by arpusents and
disoreditald By experience, always again gain grownd if weapped upin o
pew torminology. There aro 2 ways, to discover the misundars
standings about full-cmployment in Baveridge's book: To examise
e expecicnces of employmant poliey in the difforent countries, aml
to analyse theore-tically the conditions of full-emplovment.

EXPERIENCES WITH AN BXreriaesT

Geemany started esnployment policy already in 1920 by publio works
finamond in the greater part by tax-revenwes and ko the smsllor part
by publio borrowing, {.e. acording to Beveridge's schema, Ly route I1
The size of capital spent in publio works, was bowever determined by
the limited resources of the copital market, and not by the number of
unemployed to be roeagaged. The results of thix employment policy
o & amall scale before 1903 wwre therefore disappointing. the expected
*initial ignition ” did not go into action. Employment policy from
1450 to 1933 can b compared with building a bridge over the river,
but when the builders atrived at the maddle of the river, the fund wax
axhansted and the umifinished werk stopped. The fragmest of the
bridge projected into the water being for ro uee at all — » warning how
public work must ot be carried out. At Traumsted, in Bavaria thees
exists in {act such a ruin of insufficient employment policy of this period.

B A
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* Wagemann pointed out in his “ Beonomic Strateyy " 1905 that the
ap;-ropnsto dose of public work is an essential condition of socoesx,
Inn 1933 public orders for private indestry as well as public work
itsel] was expanded to the limits of nnihblc man-power.  Spending
wis o more depending on the situation at the eapital market, because
it wax financed by borrowing in the form of = creathon of eredit ", The
State did mot gatber the necossary means frons the capital-masket, bt
by public gearantees to the private entrepreselty, npon which the banks
granted every demanded credit, or by means of tax-bosds, or fimally by
prosussory notes of the treasary d.uw\ml«l by the Reiclabank,

The immediate effect of this policy — very near to Beveridge .a‘,.f.|
wits 4 tise in prices especially of consursption goods,  Aflter csmployinent
polioy in this stage was principally directed to investments consuwming
the maximum man-power and the mirimum moterial. as to bailding
rosels, the output of preduction did mot keep pace with the increasnd
wages,  The ciroulation of banknotes rose more rapsdly than the national
income. Empioyment policy provoked inflationary teadencies.

That was why the Government in 1936 docided to coordinate employ-
ment poliey with increased productivity, to change the system of
finasring oxpenditore and to impose striot regulations upes all sectors
of economy.  The principle : spendiag at any price, was replaced by the
principle : productivity at any price.

Here are somie cosuparative figures ahowisg the reaction of employ-
ment policy on prices, foreign trade, mational income, circulation of
bankwotes and output of industry in the first stage of “spending ™
from 15335 to 1900 and in the secomd stage of ~ effiviency " from 1534
to 1R (all in index numbers om the basis 1989100} ;

1952 | 1936 1908

1. Rate of employment ... .7 109 | 134
2. Price index geperal ... 8.2 8.1 04
(@) index fo capital m«h ST g - &2 82
() kndex of comumption geods 62 i w

LN man-hoar Rt 108 106 133
4 Nat imcome in terms of mocwy 2 157 182
5. Ciroulation of banknotes .. ... & 141 170
6. Bank deposita ... 7, .. .. 3 163 187
7. Taxaevenues ... ... .. .. § 1 21
8, Pabdic dehes b AN 121 270 51
9 Imports .0 0 R 56 o8
=4 102 102
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The intercoanection of the development of these 10 itemisin the course
of the employment policy illustrate the reactions of spendings and the
nssential conditions of fall-employment better than theeretical analyxis.
Mandelbaum omitted the intercomnection of facts in his study o ™ An
experiment fn full.employment ™ in the mentioned publication of the
Oxford Tnstitute of Statistice.  Gileband and Balogh did not sufficGently
stress this poist,

The above Sgure show clearly the 2 eras of employment policy marked
by the ineision in 1906 whence the relation between the different itoms
fandamentally changed. Employmwnt poliey from 193 to 1936

imedd at emsploying as ek as possible man-power regardles of the
productive effect of pablio woeks, On the contrasy, cne tried to avesd
any interference of public works in the sector of norssal production.
The socoted stage from 1936 to 1908 is characterised by the 4 yers plan
aiming at the maximwm of efficiency in production attained with the
minimum of spending.  Fisancial methods ohanged teo. In the firy
stage borrowing was profered to taxation, to increase cossumption,
while in the second stage taxation was reinforced and borrowing re-
duced. Fignres are only available unto 1953 when the last volume of
the “Statistical Handbook of the Germsan Reich ™ was published,
The most striking resslts of the above figares are :

(a) La the first stage of employment policy. national income in terms
of m‘;"’mm?.;d more rapidly than the output of production. Conse-
quently p of consaniption goods augmented. Baplo nt poli
i "_‘”“"‘ to llbogr—mtcmi\-c projects ; that is wbvgtk}z‘ of ::]:'{
P’f"::, uu; same period oven declined, Full-etsployment continted on
. h”‘d t;u) :‘q)cnd:mg for umproductive investments bad inevitably rein-
.fon ! |m.|nlhnomry SYmptoms.  In order to stop this undesirable
jpeix m_" F"""‘.N“‘ Wages were fixed ot the level of 1056 and eventonl
alterations subjected to the price controller.

(%) Emplovient without regard to the outpus of provdetion had
accentuated the inflstion, The 4 years plan is based on the principle.
that the productivity of investmants is the maim parpose at which
public works have to aim, The questions, whether the private pactor
of prodaction is touched, whether the proportion of engaged workers
to neaded matorial chasges, ks unimportant.  Decisive is the reduction
of production cost and the increass of outpat, Production cost in every
branch wore revised, and standard cost kaid down ; wasting of matetial

o % .
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was provented, rationalmstion earried 10 the maximum, by standardisa-
tion of products, concentration of eatablishments and simplification of
distribution, The 4 yours plan ia an obvious rofusal of the principle
that esuployment dopends on outlay. The keypeint of employment
policy in this second stage of the German experiment wan : inoreased
output.

, (e) Fixed peices combined with mcressany national lscome preduced

I abusdant purchasing power appearing in increasod cireulation or bank.

{ ing ncoounts, 1 prices should be prevented from rise, this absndant
purchasing power Ll to be kept off [rom the market of goods, The
4 yeare-plan provided accordingly ralsed taxation aned forced saving,
Profits exveeding b per cent of the share capital had to be pibed up azd
restrictions wore imposed om the withdrawal of money from bank-
wocounts.  Saviag in advance to bey settler-botsos or people-cars, old.
age insurance for everybody, and fmally “iron-saving ™ was introduced
to prevent purchasing power actual from buying goods, Tax-rates
were raisod with the same purpose. Abundant parchaking power dis.
abled to buy goods, rapresented th ¢ fund from which the Govermens
could berrow money for mew investneents Borrowing by creation of
credit was replaced by borrowing from savings.

This differenco is entirely omitted by Beveridge. Credite of the :
Central Bank inorease the total purchasing power in cicreulation while :
borrowing frem the saving fund shifts the alrenly existing capital
from the private entreprencur to the Government. Such borrowing is
limsted by the asmount of vobontary or forecd saving, while ercation of
crodit is technically unlisated. In the finst case, prices rise, in the
second case, prices remain stable.

(d) The logend of an “initial ignition "' of public oxpenditure is iy
no way confirmed by the German expaciment, The resslis of the firy,
period of employmest policy belore 1456 peove that an ever increasing
amount of public outlsy has 1o be spent in order to maintain the employ.
ment rate. That i obviows in itemm 1 and 8 of tho table ﬂw\lina
thist public indebledses increased more than the eosployment mye,
Thetn is 1o secondary reaction of public expeaditure in ever in'cm.in“
private astivity, The legend of the * maltiplies ™ is an coonomic fable,
The mtor, once started, does pot auntomatically continee to work, th,
wineh of spending bas to be turmed unresmttisgly.

{¢) Buploymest polioy involved increased imports of raw msteciyl,

(o & larger axtent than Beveridge assumes in his calculation. Thi,
imports bave to be paid by stimulated exports. Since the interng]
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price-lovel in Germany excesded in consequence of the employment
podicy that of other countries, exports became more and more difoult,
In order to seoure the halance of [oreign trade, import-bonuses were
raisod and export premivms paid, Clearing agreements since 1934
intended to provide Germany with the noeded rawanaterials inde-
pendently ondifferences in prices between the countries.  Employnent
policy was one of the driving factorsin foreign trade control and transfor-
restrictions. The gold-exchange system and the * most {avowred
nations clawse ™ could not be maintair od.

This 5 points in the German experinzent of employment poliey prove
that the two prisciples, laid down by Beveridge, are wrong : spending for
whatever purpose be the nucleas of employment polioy, and ! spending
financed by borrowing does ot provoke inflstion, The seccess of
employviment policy deperels eatirely on the stable proportson between
output of production and national income in terms of money. That
alone guarnntoes stability of prices. The measures taken in Gerosny
sccording 1o the 4 years plan contradict the proposals of Beveridge
inersased taxation, reinvestment of profits, a stop on wages and blocked
bankisg sccounts as introduced in Germany in 1980 rather prevent
purchasing pownr from eoasumption than eacourages spending. This
employment policy was entirely based on increased productivity and
not on incrensed outlay,

The experiments prove o furflier opinion of Beveridge to be wrong
that Full-Employmaont ia realisablo in a “ free society ", In Gerosany,
labour-passport was introdwesd obliging the worker to aceapt any
employment assigned by the Labour Office. That was necosary o
carry out the 4 years plan. Beverslge thinks that {ree choico of job
ad work can be maintained,

The other peint is, that employmaent policy implies essential restric-
jtions of the rights of entropreseurs with regard to forced coneentrntion
of plants, caloulation of cost, investment of reserves, use of raw isatorials
ete, The Gorman £ yosrs plan dograded the entroprencur 10 & Inere
executive functionary of the State administering his own factory sc-
conting to the orders of the pablic authorities. Though property as
such was not touched and natiosalisation of industry wot enacted, the
rights of the propristor wece roduced to & mare title of kogour, Private
initiative amd private profits however wera restrictad only during the
seconil stage, when employment polivy was mainly conoerned with the
imerease of output and less with the insreass of autlay,
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Beveridge thinks to evade this implication ; he ix right as far as em-
ployment policy deponds on outlay. Increamed spending docs in no
Way notessitate & new sconomie order. It oan be attainod under what-
ver xywtem. Bat as won ax amploymsent policy imnista on increased
Outpat, the Btate curtails the right of propesty as well as the individual
M.m. Industrialists as well as worlooes have to give up an
essential poction of duly aquired rights, Private initiative is nearly
excludel.
This interconnection of a * policy for wealth " with a pew economic
order was also omitted in the 8 articles of the “ Ecosemist ™ in 1914,
which based employment policy on increated produwetiviey of British
igdwtry.  The suthor did 1ot recogaize, that improved tocheical equip- o2
mest is oaly one way 1o lower the cost of production, and that the other 3
way, the simplification of peoduction aud distribution by sandardics-
tion and specialisation, by concentration and controled e
necessarily a change of our economic order in favour of ph.m;‘
State.

implies
by the

Tur SOpRIsd OF SPENDING
Bt s the faskion to call economists’’ progressives " or* reactionrig
acoonling 0 whether they are in favour of spending of mwving.  Jy
sech nn accetusted antithesis is wsually wrong. 1 admit tha 5
* Guide of Policy in the Crisis ™ as pgbl'uhecl by Machlup in 193] iy ‘
misleading, when it says ; * Neither increased popelation nor enlarged y
produoction, cossumption or teade, wor any otherevent judifnscxpum}on
of credits ; even lsing sight-deposits far the purpose of investments ix
inflation. ™ And it is equally wrong, when Pigou and Weber charges
the ** excessively high wages * with the respossibility for unemploy-
ment. That i§ without any doabs * resctionary . But on the other
hiamd, wealth mevor increased, but diminishes by spending: the onlv way
to increasnd conmsmption s impeoved productivity of the extablish.
ments, -
Efficiency of prodaction never depends on spending, but on factors of
techaique, organisation and finally cost of production, ™ Weatly 1y
spending * is an easy sbogan of our tinwes, but in 1o way confirmed
the facts. s
The aim of oconomic activity, kowover organised, is to obtain & sue.
over the invested oosts.  Consumption can never exceed this siyr.
plux.  The mothod however according to which the surphes is caleulated,
diffees according to the ecopomic system in force.  The isolated Rolin.
son Crusoe computes the surplus in kind : he compares the quantity of
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fruits and animals ho got with that he conexmed within » eartain
period. The surph quantum represents: the profit of Lis peimitive
coomomy.  The entreprencur of the market-ecomomy has & mare exact
nwsassne of profit in the difference between cast of pnxluﬁkm and sel-
ling-price in terms of mosey. The Mamister of Production in » plasmed
economy cakeulates the maximum output attainable by given factors
of production as manpower, machines and land But i mose of these
3 methods of surplus calculation does spending condition productivity,
On the oomtrary, the 1mhcth‘it_\’ delimits the quantity of(mmmpgi)n_

As far as economic activity is onganised by the ;nlmmneun the
expoctad profit decides whether & project of production is ndeaisible.
This caloulation restricts the range of stdmissshile peoduction to those
investments which retum the sesult exactly to the peeson, who invested
the capital. Secondary eflects of productipm, by whick other factosies,
brauches or olnsses are enriched, have to be negloctod — they dom't
represent a sarplus of production i this ealoulstion, because they are
not tramformed into profits of the investing extrepronear. Schoods,
roads, hospitals for matance may inceesss on the whole the standard of
fife of population and even steengthen the productive forces in industry,
-~ enteoprencurs’ caleulations cannot take into consideration suck wide-
spread asd socondary mesults of investinents, locause they don't retum
to the capitadist but to other individusls, Cousequently he will not
carry out such peojocts, whatever nay be their cceamon utility.

As bomg s directly profitable investmenta suiced to ateorb all
availablo man-powes, there was no need 1o resart 8o indirectly peofitahle
projects, except in cases of necessary public health, odscation, traffe
ote.  Such propects were carried out by the Goverument and finsnced
by taxrevenues. But since umemplovinent becamse portanest
plenomenon, il s iuffiuuo to mlarge prodection. The sector of
directly peofitable projects caried out by the private ntrepremeur,
does not suffice to absarh snesaployed ; consoquently we have to pesort
to indirecity profitalile projects too,

The singk onteegrencar, boand to his mathod of peoft-calonlation,
is unahle to take into considesation such projecta of only “indirect pro-
fitahility, which retum a surplus, but 1ot o the capitalist, but to othes
individoals and beanches. Thereforo the State has to take over this
task, Baeside the sector of private economic aetivity, comprising the
directly peofitabile cstablishments, Ihm s an ever -cmm mector
of publio economic activity, comprising the yaojects of indirect pro-
ﬁub'dity..
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That may b illestrated by sn exampls : A chemical factory employing
9 workees & unable to build a laboratory and to finance cheminal
ressarch, The labaratory may retum the cost after 10 yoam by o
teafold profit resulting from new discovesses : nevertheloss, the owner
of the factory cannot ealeulste for such n Jang period and be would '
€7en 0ot eam the resalt of the inventions alone, A huge chemical trast
absorbing the weall factorion, is mose capable to bail the laboratory,
because o8 momepolist in the braseh it will eam the resalts alone. wd
it has wafficient capital to carry out investments whick will yiold oely
after 10 years. The Govermswot in & planned economsy will even mare
encourage seientific work, becanse it caleulates foe an even longer period
and the rosults of investians will rotum by the way of taxation,

Eatrepreneun’ ealoulations though based ob the same primeiple of
profit, arrive at quite different results acconding as they are made for
& narrow rasge and o sboet peciod, or fora wide range sud & longer
period. The huger the enterprise, the more projects appear to be
peofitable and thorefore admissible ; thw suallor the enterprise, the ‘
less projects seem to yield retums and to be therefore admissible. ‘
Tmaxine now the whole matiomal production combened in cue colies)
trust, the results of caleslstion would be quite different from a4
sctmally obtained by the individual entreprencuss : investmonts sctually
considered as & failare, would tarn out to be extremely*resnunerative,

The sarplusprinciple stands ales in the plasned economy, but the
caleulation of surphes changes. The range of admissble production
incrodsos and that is the space within which esaployment policy can be
onrriod omt. . 4 .

Spanuling i8 in no way 4 factor in the cadcalation of indirect profi.
tability of mvestments by the Govermment. The question whethot an
investment i sdmissible, is still docided by the profit of peoduetion,
however no more i the marrow sease of entroprencurs’ profits, bus j '
the senm of incroased standard of life of the populstion.  EBumploymeny ’

policy which does mot keep these limits of 8t Jeast imbireot pmﬁtability

of investmonts, which spends money, regardless of the effects obtained, X

memly*to stimulate consumption Jeads mecessarily to mfathon, \
Actually there is still a large space for mvestinrmis of indirect prog. ‘

tability in all countries, whick is not yeb "-‘Pl"i"“‘l' Eviploymens

pobiey within this space is possible whithout any decline f'f the ﬂ%rd

of life. There are kuge projects of electrification, long distance heating,

hygienic imstallations, teaflic lines and irrigation schemes witich are not
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picked up by private initiative, because either they exceed the financial
capacity of private capitalists or they don't retumn the peofit directly
to the investing capitalist. Permanent unensployment is parily caused
by the fact that, owing to an inadequate organisation of production we
did mot make use of this possibility of expansion. Reiaforced concen-
tration in ndustry and enlarged oconoisic activity of the Govemments
kad aleeady spontapsously enlarged the space of sdmissible production,
but these offorts were rather groping than planaing. The projects of
indirectly profitable mvestments bave to be examined aud coordmated
in n plan exactly as private entreprencars do with regard to directly
profitable projects. The same principles underlio to the public and to
the private sector of prodection ; they differ only i the methods of
calealation,

We have wot yet developed petfoct methods of calculating indirect
profits of pallic mvestments. Reoad building, expenditares for edsca-
tion, electrification, institutes of training and researeh are still hased on
vary vague estimates, The Govornment carrying out sach projects
is never sare of the fioal resalt. The profitalility of a new railway
lime for the whole ecomomy for instazee can only be estimated by the
increased revemues which farmers and merchants will kave, by the
increased value of adjacent hand, ete.

Indirect profitability of projects is the criterion and the limit of
adaissible employment policy. As long as pablic investments keep
withis the mange of productive works, they will succeed in increasing
the atandard of life of the popubition. Public expenditare, however,
for the sake of eraployment caly, regardiess of the result, is wasted man-
power and material and will lead to Jowering the standard of life of
popubstion. It is not spending at any price, which gesrantees the
success of employeaent policy, bet preducing with the aim of higher
output in the whode

That is confirmed by the Gorman exporiment : the fimt stago of
employment policy was dominated by the principle to esaploy peophe
1o matler for what parpose.  Projects using the maxisun man-jower
nod the minbuum msterial were even peoformed. Sporting  yatss
were built, walks laid out, seats proned sod trees planted.  The whole
scheme was based on spending as much as possible exnctly as Beveridgn
suggests.  This omployment  policy necedarrily  brought - about
inflationary resction, That was why the Government was foroed after
3 years of spending, to turn the steeting-wheel @ productivity became
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the only criterion for the selection of projects to be carried out, the
groblem of lowest M coat was put in the foreground, snd
4 "Q-dhc'm d in crder to achieve the maxivoum effort. Be-
veridges' employmentAleory was obviowsly refuted Ly thess fnote

' RESOLUTION IN PUBLIC FINANCE

> "W*"‘:‘“ﬂmdm--wwuﬁm&
" conchmion.  ¥isker, Keynes, Boveridge sad all the theorista of undor-
| m‘“whm either shoetage of
m.-_-wmma toney kewevar is not due Lo
an inferior guaatity of einmubition, but to the fact, that the invested ca-
pital did mod retum in tine is fore of profits.  The gap has to bo filleq
bymuhalmmpmpatyocimo.hmy case, purchaing &
power, otharwise consumed s to be devoted to compessate the lnasey
in production sad trade, That is the real cause of shottage of
snd not amy suder-consmption, deficlent spending or excessive s '*‘8.
We observe this fact already in the baluce of a single ““"’Pﬂae:
The firm is the asare sofvent the kigher the profis, and $he bes liquid the
‘ geeater the losses.  Now credits don't restoro the equilibrium in the
balance, bocanse when they are doe, the mooey 1o regay the debt js
lacking agnin, unless the new credits prodeced in the meastime

to such an extent, that the actual linhilitien togetier with the

¢ foises are covered. The ssme conditions exist in the whole econemy,

Roasns sbotten the” supply of meney. The gap cannot bo covered by
new crodita, becanse thedsamo difficudtics will retumn s scon as theey
eredlits nro duo, unkess they enabled the cconomy in the meantime to
1 Remase the pioductivity. Speoding st smy poeo A soggestod by
' Bevoridge in this situstion, will certainly wot prodduce this effect, Spens
ding of borrowed money finally ends with inflationary symptoms, ay
tise in prices, Contlamous borrowing implies an ever inoreasing dcﬁ.git
t of wuncovered labilities. The quantity of money in circulation
i

b

fneseases, while the totakof goods no Jonger correspend to it Prices

begin to rise. _
1f, Nowover, prices are fixed, the abundant money is accumubiteq
at the banks Sod the Government must take meayures to keep this

i i ( inflation may be
noeey from be 1 un consamption. However in - .
wd.hhv::uq:mam ther way " forcell mvings ™ by which

: LAy red. Such o policy of employment,
the deficiont productioity is cove of life of the papalation either

of mosey, or by restrictions on

brings about & decrease in the standard
by devaluation of the purchusing power
. banking accosnts.
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If, on the other hand, in s stage of snder-emplovment new credits are
invested in productive works from which the equivalent profits wilj
roturn after a cerfain time, the standard of lifo of the popubition -
provvs.  The labilities are repasd by the returss and additioaal poofite
are available fuc conmamption. This success i wot doe to spending as
such, no matter for what purgess, but to the mereased prodwctivity of
the investmects for which the momey wns spent,  Additionnl vt -
ments temporsrily ineeoasn the volume of cireulstion, but the yrofits
yiedded by this investents, abwoch the abundant money., Exployment
policy cn this way therefore does not provoke inflation.

The techndgue of financing saeh schomes may differ, as o how the
indiroct profitsol public works are refundod to the tressury. It is
essontinl for wll investiwnts, that the speat capital retumns to the
enterpeim by the way of gross-profite, The invested capital has to
be redused from these gross-porfits, caly the resasinder represants tho
not-profit, which i available for comsumption.

Public finance ix not exempt foom this necesaity to et buok the
spent eapital to the treasury.  Ondy the way differs frons that of private
imvesting. Tho most orthodox way is that of difforentisted taxation,
Bxten-profits wherever ocouting in coxnection with public works have
to be seioed by taxation in onder to cover the imitial axpenditure,

The dificulty of public finance consists i the fact, tha the indirect
jrofits of public investments appear St as additionsl inccsae of indi-
vidaals and yeivate enterpeisss. But this nccretion of income is in
fact no real inoome destined for consmption ; it is gross peofit contain-
ing abw the wwortisation quota of the originally spest eapital. The
extra-roveniios of the land-owner for insance in connoction with the
new road, and the profits of the building conpany dise to public prdees,

- are marked an ™ undeserved income ¥,  But they shoukd rather be ealled

" mmeamed incomo ", bacause they are not income i the epomtmuc
sene al all. They iselude the amortisation quots of the inyested
public eapital, which has to be returned to the State by the way of
taxation.

The most stesking examgle of thix method to Snance peblic expends-
ture, is the tax on excessive profite.  This tax, born in the Grst world
war and resamed during this war in searly all the belligerent cotnteies,
is inaposesd an the ascretion of inconwe owing to war expenditare, The
e of 75 per cent of the surples tncome is only Justificd under the
assumption that excessive profits are not net income available for con-
supeation, but gniss-relums containing alo the amortision quota
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the war expenditure, which inchdentially fel} to tho share of the
peivate entetprive. Consequently it has to be zepaid to the State

by tax.
Blmilar tax was already the duty o the secrwed valee of land n

1907 in Kisutchas and in 1911 in Fraskfort, The tax was imposed o,
Jand the valoe of which asgmented in consoquence of housiag and touy
planning by public investments sueh as water-sopply, communicatiog, ’
lines ete, It mapiposns that the increased value of Jand appears falel, |
an acceetion of private property, while it represents i fact caly th. <
reflex of the capital spent in public wtilitses.  Accordingly it 2as 1o 1w |
delivered to the State, R

Ussder the mapect of civil law soch super-taxes may seem to peejudicgc”
the right of peoperty. Bet in fact they don't tonch real incomn, lus »
cnly transit-itesss which bave to be returmed to the State, Ounly 4, r
fiar ax the techadque of taxation is not elastic emough to hit exactly th, '
incidents of such undeserved imcome they may by ecror toutoh the .
private capital too. The methods of returnisg the capital invested iy ‘
public works by the way of taxation are still very imperfect au
- jmcomplets, ;

In any case, this way mixes up two cli\'.n:i\'c principles: the one
the sanctity of property and income, sppeopnate to the market eeotmy
with the other, discriminating undeserved income, which belomgs to 1),
systens of managed ecomomy.

But there is still another way to seize the indirect peofits of jukij,,
investments to beave the gross-profits in the haads of the private entre.
preneur wherever they first conss into existence in form of endeserved
: _ but not to allow the enteepreneur to dispose of this income
This way was followod in Germany by the so-called ™ storing of peofits,

) i ' share capatal have to be
Surplus-profits excosding 5 pex oent of the _ » be
2,7 asl re-invested exther in 1ts own estabdic.

umulated by the enterprise | st
:nl. orin pul;)’Iie encarities, The abundant liquid reserves of the entes-
pook-keeping o real profit, in faet they are

Prise vepresent caly in
R Athorts n{'mn quots, which have to be re-investod acconding
1o tl; dlewctives of the Gavornment. In any casn they are kept away

from commnption. :
By this way, the undeserved um'lmf“' are Jegally "‘W’“'-‘“'. -
privats inoowe, There is no discrimination of gross and wet yuofits
But practically the entrepresenr is allowed 1o spend only the snndler,
part of Bis profits freely, while be has to re-invest the greater jo
By buying pubdic loans, he nsakes accesnible the ret urned t.nqntnl fur L
Governent eaabling it to continwe its investment policy.
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’ This way, to seize indirect profits by means of forced investisents may
hinve imduced Beveridge to believe, that the State is able to borrow un-
Himitedly, Buat what i our example appears as borrowing, is in reality
a quite different thing : maintaining the fictitious shape of Joans, the -
Government seizes indirect profits caused by public expenditure in
order to ro-ivest them, The " frozen reseeves ™ of the enterprises nre
nothing elso but the amortisation quota of capital priorly speat in publie
works,  This amortisation quota returns to the Government by foroed
investients as well as by taxes on excessive profits, In the first case
the entrepreneur keeps formally the tithe of property, but in reality he is
uot allowed to (hlp(li(’ frocl_\' of his lscome,

o Datin none of these cases is Beveridgo's principhe realized, that the
Govermment is able to borrow without any limit, Neither Ly taxation
war by forced investments of extra-profits does the Goven meent really
boreow, it only absorbs the procecds of increased public inveitments,
wherever they may occur, in order to fill up the exhsusted teservoir of
means speat for public works,  As soon as spending is no more coveeod

| by these returns, that means ax acon as indirect profits of public -

| vistments transitorily earned by different private enterprives no longes

are equalent to the invested capital, the policy of employment taniol
be comtinued on the previous seale, Public expenditeres have to be
cut, If infationary tendencies should bo evaded,

' The supreme principle of all cconomic activity however organized,
the surplus principle has to be maintained aleo in employment policy.
Pablic finance ix not exempt from this fendamoental baais of all ecozomic
activity., Different are Lowever the methods to caloulate the suzplye,
aml the way to gatber the retums,  The total planned economy gathers
direct as well as indirect profits of pulilic investments by the central
book keeping for all establishments. Eotries and payments of the

- simgle factory are mbmimistred by the bank set over the whobe branoh.
The gross-roturns dont” appesr as real incone carned by the factory,

but they nre booked by the bank as smortiestics queta of inveted
crolits granted 1o the different factoties, The net profits bowever

ean bo disteibated in form of higher wages within the factery concerned.

The amortisation guota of the invested capital return on the direct

way of central book-keeping to the Investment bank, and the net

profits to be speat for consumption, are directly distribsted in form of
inereasod wages, The diversity of principles as in the csze of taxation

or of storing profits does mot exist in this sy tem, becarwe private enter-
prises don't exist. Y

—

4 g ‘:_“d.- ": . &L o
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CoxoLuspox

Thean aze in short the principles of emplovment poliey, free from
illusion in which actually some cconomiasts loee their way,  The econofmss
: heresy of spending b at present gainieg ground i Great Britein, as it
' was earller prejugated in Gomaay and in TS A, We still remember
of the Amsmiean girophecies in 1925 of a “ perpotual preoperity ™ at-
taized by crention of cradit, The result of this poliey of speading wan
!hct’-inol 1929, Weremember of the propaganda for “ initial ignition ™ !
10 1990 which turred out to be o failure in 1956, Wo remember of the '
ern of the “ New Daal * which lead to the set-back in 17, Actaalle
omce more the pelicy of spending I propagated, ] e

1t will involve the same results. M apending were really the way to .
wealth, the war bad enrichal the mations. In fact wiy exponditure
e yoverished them.

- The preposessiom in favour of a poliny ef=perding hins ite socsedogical
back-ground, Employment policy by spending, if practicable as a]),
does et necessitate any reorganisation of the predurtion spparatiy
such s foreed comcentration of cuterprises, stiict ciutred of cest of
production, taxation o extra-profits, directives tuncerting peoduetion
. qEnta, rationalisation etc, That means, full-cmployment is attsinabi,
also im the present ecomonie aystem. Since spendivg s the enly e
sentlal factor to nchieve full-employment, i Imay he dews by anybody i
whatever way, Preductivity of spending it 16t Teguested, there are
some eocial which may direct cxp\vmlnuru 10 certain priotities
in social wolfare. but even that is of secondary impertunce,  However
Progressive such o scheme of smployment pelicy may sacmn to- be, it
is in reality comservative, i.e. it tries to proserve the wetual economie
syxtem for the future.

As s00n, Bowever, ns produetivity is recognized as the indispendatile
oomdition of an effisient employment pelicy, ull-employment implics
Tar-ruaehing Interforenc in the system of market-coenomy an proved
by the German example. The {re0 decition of the individeal in ecomo-
miics Biax 1o bo restricted, not caly that of the eutreprencur, hut also
that of the worker choosing his j°"'m' of !l.)e cotiianey, buying goods,
Restrictions en the right of propertys (m:k :':l‘\h':lul hl::;’ Y
O prices, profits, wages, invmwlf“”- ¢ r.’. Inevy cmw:.m.
tant of such an cm;?:}'mw‘ policy- Sug a _(;:.:Ndung lenfhmun
of the actual scosomse .)1.2'“’ spemns o Yeridge to be lll't‘(’ll"l‘l](‘c

R
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He calls his soheme : Full-Employment in o Free Soviety, that means
maintaining the rights of the individuals.” It may be that wuch * un-
dexirable implications " of an employment policy based o increased
productivity detern the authars to plead in favour of it ; the policy of
spending on the other side is free of sueh undgsirable implications nnd
that is the main reason for its succoss. It has however the only defect,
that it is wot true. Havek characterises it with these words: “ Whibs
aiming at wealth, it empoverishes the nation, snd while pretesding
Freedom, it incurs 3 new ern of Serfdom. "

Prol, Dr J, DOREETARERGER







THE BRETTON WOODS' INTERNATIONAL
FINANCE PROGRAM

Lecture delivered by MAHMOUD SALEH EL FALAKI,

Econowics Tripes Pavte I and 1T Combridge, Howours B.A.
and Howours M.A. Degrees. Director Geseral, Ministry of
Finance. Asnistant Gorernment Commissioner Notional Bank,
at the Sociélé Royale d'Economic Politique,
on Friday, March 16, 1945

L. 1T consider myself particularly fortunate to-night to
have been given the opportunity to discuss the International
Finance Program set up st Bretton Woods.

By profession T handle some economie and monetary prob-
lems, Buot I eannot conceal the fact that in handling matters
relating to Money and Finance, it is for me, more of
pleasure than of & job. Morcover I have had the privilege
of representing my country at the Brettan Woods Conference.
I was alzo very lucky to kave been vice-president of one
of the three main Commissions of the Conference namely
Commission 11,

2. The Plan sct up at the International Monetary and
Finaneial Conference which met at Bretton Woods last July .
15 not a plan of academic interest. Tt isn plan which has been
submitted to, and is now boing exnmined by the Governments
and Legislatures of the 45 nations that participated in the
Conference,

The subject is one of sctuality all ovcr.tlnc world. In
fact the Plon is already before the British Parlisnsent and the

American Congress, Only eight days ago the oxecutive
Council of the Independent Bankers Assoviation in the U.S-
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represexting 2,000 Banks in 40 different States have andorsed
the entire Bretton Woods Finsnce program, for Loth the In-
ternational Bank and the International Fund.

Every Government that participated in the Confercnce
must communicate its decision of adherance or non adherance

" to the International Plan at the latest before Decomber 31,

1045, After that date comntries will forfeit their right to
participate,

3. Instead of waiting till the end of this ternible war, the
United Nations have decided fo prepare and set wp i adeanee,
the monctary ond finsncial machinery which will «nable the
world as soon a& the war comes to end, to resimme s work
of peace and production, with more cfficiency ond with o
better vision for Hope than before.

When the last bullet has been fired and the end is reached,
and it will be reached in the not distant future, nations will
be ullowed to make their national programs to fit v with a
large collective program instead of leaving every country
individually to reconstruct its cconomy in a haphazard way
fnd on narrow nationalistic lines.

4. 1 must state however that in dealing with this wtricate
and complox subject here to-night, 1 shall be labouring under
very serious disndvantages ; the subject matter is very large
indeed, the issues are innumerablo, and the scheme entails
complicated technical diffionlties.

5. However my object i8 not to summarise the provisions
of the Agreemwnt. Thess cam be found in the Final Act of
the Conference.

‘
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My object ix rather to try and look into the monetary -
problems of the future, and.to attempt to discern the new
tendencies that are constantly at work in the cconomie sphere,
and in the light of those future monetary problems and now
tendencies, to point out the salient characteristics and
primary objectives of the new finance program set up at :
Bretton Woods, i

6. What I shall say to-night may therefore conveniently
“come under fonr separate headings :—
(1) The need for international monetary machinery.
(2) The type of international monetary machinery required.
(3) The Bretton Woods Internntionsl Finance Program. :
(4) Analytical examination and  conclusion.

The Need for International Mopetary Machinery

7. Befare the last war all or most countries wore on a gold
standard.  The conditions for n Gold Standard were these :—
(a) Convertibility of all forms of money into gold ; (b) Freedom
of movement of gold to settle differencies in the balance of
poyments | (¢) A close relationship betwoen the state of the

« gold reserve of any ane country, and the availability of money
and credit in that country, .

Consequently any changk of money and hank crodit policy

in any one country, had reperoussions upon all other gold

standard countries.

But even under the gold standard, there were some measurs

of monetary management through the operation of the dis-
count rate and by other methods.  But the degree of manage-

ment waa relatively small,
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Under the Gold Standard exchange rates between differont
countries were fized and maintained. Internal price levels
between countries however fluctanted, but they Auctuated
veithin relatively narrow limits. The international movements
of gold themnselves exercisod & stabilising influence over oredit
* and prices, and st in train forces which sooner or Iater

restored  equilibrium.

Exchange stability, and a semi automatic corrective to
fluctuating price lovels between different countries, througl,

movements, are the two characteristics of the gold
stondard. The res! advantage of the standard was that iy
effect it created an international MWONEY curtency without
sabmitting the monctary policy of CVETY country to tle
decisions of an futernational authority,

8. Under atress of the last war, most coantries abandoned
gold. Becouse gold the common link bad gone, exchangy
rates became widely fluctuating in response to fluctuating
intornal price lovels fu cach country. The corrective for a
rise in the interal price level, through a liberal credit policy
in any one country, was no longer the export of gold as wider
the gold standard, but o depreciation of the exchange rate,
Thus the conditions after the last war were charncterised by
widely fuctuating exchanges and widely fuctwating internal
price levels.

Great Britain resumed the gold standard in 19256 and
then abandoned it in 1031, All countries one by one left
gold after paying a heavy price,

9. The failure of the new gold standard aftor 1931 fed
to the mechanism of the Exchange Equalisation Funds, At the
the same time Axis Powers introduoced complete Control over
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Finance and Trade.  Their economio systems were subservient
to, and dominated by their military requirements.  Blocked
balances, bilateral teade agreemonts, special clearing arrange-
ments, discriminatory oxchange practices — all these were
features of the economic régime of some countries and more
especsally of the Axis Powers in the years preceding this world
war, Countries pursued policies that have hud the coffect
of intensifying internitional depression, and spreading it from
country to conuntry through narrow natiopalistic economic
policies, designed to sccure recovery of one country at the
cost of depression in other countries. The result was reduced
world trade with its repercussions on*cmployment.

10. Monetary systems are merely fnstruments serving to
facilitate the production and exchange of goods, at home and
abroad. 2

The real importance of o monotary system however, lies
in the kind of setting that it provides, for the real sconcmie
forces, which must work within it.

After the experionce of modern times, no one donbts that
o newe sotting 18 required. :
The conelugion at this stage therefore points to the need,

and to the pressing neod, for cresting international monctary
machinery of a permanent nature,

The Type of Inteenational Monefary Machinery required

11. At the end of this war the world will he confronted with
the problem of sehabilitating its monetary systess and thereby
bringing order out of the monetary chaos which the war
has created.

——

-

i




. T

162 L'EGYITE CONTIMPORALNR

It i premature to prodiot the exact form and size of the
post-war monetary probloms. But lesrning from the bitter
lessans of the post, there is little doubt about the fact that
after this war the world will be confronted with three main
monctary tasks ;-

First.—To prevent widely fluctuating exchiange mtes.
Second.—To prevent the collapse of monetary systems,

Third —To facilitate the restoration and expansion of
isternational trade. -’

12, A regands the first task : It is yecognised that widely
fluctuating exchange rates involve several disadvantages.
They introduce an extremely unstable elenwnt into foreign  *
trado with consequent repercussions on employment, Such
;luctm'ﬁmucmta an olement of risk, which tends to discourage
mternational trade, or adds to the cost of trading,

Further, exchange fluctuations imvolve constant shifts
from production for the bome market and production for
oxport. Such shifts cteate frictional unemployment and are
exccodingly costly and disturbing.

The relative expansion of trade in the Sterling Areq until
the beginning of this war, though due to other ciroumstanceg,
1y be attributed in part to the fact that this Group fﬁfmcd V’J
a wido area of mutually fixed exchange rates, and that tradg
botwoen the member eountries was not hampered by the rig)e
of exchange fluctuation.

Monetary policy should therefore aim at exchange stalility
because it is essential after the war, not only for the revival
of internatioal trade but aleo for domestic stability s well.

But exchange stability has pow come to mean something
totally differont from what it meant before,

4

i
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Exchaugoe stability no longer means exchange rigidity as
provided under the gold standard, with enforced deflation
and uncisployment in its trial

The new conception of stability is that it is not an end in
itself, but a means of promoting trade, and through trade

o high level of employment and real income. ITnsiglonce
on stable rates of exchanges irrespective of the effectz of those
. rates on cwplayment and income, will mean losing sight of this

-~ objective,

Let we review the past.  After the last war, huge ervors weze

- oommitted in this respect. Initinl exchange rates of difficrent

countries emerged in piecemeal and haphazerd fashion,

and contsined many elements ofstrain — notably an ove-

valued pound, and an undervalued frane. This strain could

have boen casily removed by appropriste adjustments with
advantage to the whole world, '

~

When the structure broke up in the thisties, now disparities
arose through the reluctance and unwillingness of certain
countrics —- Germany in particnlar — to moke adjustmonts

- that would have removed the need to Exchange Controls
= Import Quotas, and other restrictions, which were mqnimti
to maintain the currencies in question far above theircconomie.
level, and which constituted so formidable o hindrance to the
revival of international trade.

B3 The second task is to prevent the collapse of monctary
systems.  The breakdown of monetary machinery entails
very beavy sacrifices. The monctary lessons of the past
have been paid for very heavily.

~
& - . " P i TIRL - ‘.:-“:;m%;'
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- We all know that, in the long run for every country
separately, exporta (both visible and invisible) must pay for
imporh‘{lho both wisible and invisible). :

For the short turn, bowever, disoquilibrium in the balag:,
o“.ymcnh of countries often happens, and this diu\qni.
lﬂ'nium,m'l'nifuu itself either in surpluses or in deficits in tho
“balance of payments, —

(@) The gold standard provided exchange dahilit}- Ny A
rigidity of exchange rates, but only at the price of inter ’
feving directly with domestic economic policies. Disequi-
librium is corrected by the. manipulations of the supply of
imternal credit.  In order to correct a deficit, a vountry under
gold must deflate, in other words must resort to drastic
neasures entailing a curtailment of production and employ- }.
went, aml with that a reduced world trade,

{8) Undor s free paper mansged currency, disequilibrinm
B corrected mot by the manipulation of internal credit ns
under gold, but either by wide variations in the exchanges
rates, or by the imposition of exchange restrictions. Both
of these two ways lead to violent instability, create unnecessary
risks, affect production and employment and finally impose
insuperable obstaclos in the way of international trade.

Monctary policy should be directed fomwands providing
countries with foreign exchange resources or loung over ressonably
short pericds of tinw, to give them un uppartunity to coreect
balance of payments maladjustments, without the breakdown
of their mosictary machinery, and without compelling such

countries to mlope drastic measures 10 correct such disequis
libria,
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I4. So far T have dealt with the firse tWo major monctary
tasks of the futare, namely to Prevent widely fluctuating
exchango rates, and to avoid the collapse of monetary systems.
Now T shall turn to the third major tast; ; Mmd’ o Wm
the restoration and expansion of I'Memalioml trade.

There are zeveral Wﬂo"b that should be devised for the
revival and expansion of Miternations| trade.

I bave already dealt with tup methods necessary for the
g revival and expansion of world trade. namely (1) the pro- \
vision for a reagonably stable standard of international ex- '
change to which all countries can adhege without sacrificing
the freedom of action necessary to meet their internal economic
problems, and (2) the provision of share term foresgn exchange
Fesources to allow countries to corpect balance of payment
malajustments without recourse to drastioe masures for the
correction of such disequilibrium,

The third method reqwired in conjunction with the firat
two, is the provision of long term funds ( as contradistinguished
from short term funds required to correct temporary halanee
of payments maladjustments) to be made available =t
Teasonuble rates of interest, to countries whoss economies
bave been destroyed by the war, and also to those whose

% economic potentialitics have not been fully developed,

Belligeront countries must restore their ehattered eoonumies
And produce in order to be able to buy from abroad, semi-
developed countries must be allowed to increase their pro-
ductive capacity, in order to increase their ability to buy
from abroad. '

The fourth method consists in the cessation of economio
warfare among nalions.

A & .o
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International tinde canvot be revived and expanded il
the present military warfare which i stll raging will be
followed in the future by wonomic warfare. In the post-war
world, cconomio warfure must cease.

As Dr. White has ably said: “ Unrestrained economie
warfare, if allowed to continue in the future, will again dizrapt
produetion and employment, by destroying internationa]
trade and injuring national markets, Tt will undermine ong
of the foundations of a sccure Peace, "

Tae Two MoNxETARY Praxs

16. This brings me to the two monetary Plans for the
post-war world, namely the Keynes and White Plans,

Rxplmatory' studies were initiated over two years ago
in the British and Awerican Treasuries, As has happened
%0 often in the history of ideas, & brilliant concept was de-
veloped simultaneously and’ independently in different party
of the world,

The Clearing Union proposal which will always remain
associated with the great name of Lord Keynes was published
i the United Kingdom in April 1943

The original American plan for the Unitas scheme which
Wik the work of Dr. White avd bis collaborators was published
in United States at the same date (Ap:il 1943).

It would be too Jong bere with the limited time available
to examine the Keynes and White monctary ylans  In less
than & year mgo, and in this same place, Mr. Minost has
delivered an apalytical survey of the currency plans and
io particular the Keynos plan.

e’
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In October of the same year (1943) the U.S. Treasury
wanounced as a supplement to its currency proposals, a ten-
tative plan for a United Nations Bank for Reconstruction
und Development,

During the winter of 1943/44 continuing conferences
botween the technical experts of 33 governments agreed
upon certain principles. These principles were cmbodied in
recommendations, which were published. in April 1844 in the
form of ™ Jaint Statement of Experts " embodying principhes
governing the setting up of an International Monetary Fund,

The Keynes and White Plans were discussed and discarded
ax entities by the Experts, though many of their idess were
presorved in the ““ Joint Statemont " in o modified form. Var-
ous governements also made suggostions which were incor-
porated in the Joint Statement. Thus the plan embodied
in the Joint Statement cannot be attributed to any one nation,
but is really an international affair.

IS. The Joint Statement of Experts and the tentative plan
for u world Bank formed the basis of the work of the Bretton
Waoods Conforence just as the Dunbarten Oaks plan will be
the basis of the San Francisco Conference.

This brings me to the work of the Conference.

Bretton Woods Interpatiopal Finance Program

17. The Bretton Woods Conference has considered matters
of international money and finanes, whieh are important
10 Peace and Prosperity.

The Conference has agreed on the problems needing atten- _
tion, on the measures which should be taken, and on !be
forms of international monetary co-operation which are
required.
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The agreements reached are unparalleled in the history
-of intersational relations. They are embodied in the FFnu.l
Act of the Conference.

As Lord Keynes has said, at the closing plenary session :
*We, the delegates of this Conference, have been trying
“to accomplish something very difficult to accomplish. We
bave not been trying, each one to please himself, and to find
the solution most acceptable, in our own particular situation,

That would have boen casy. It las been our task to find a

comumnon messure, a comumon standard, o common rule applica-
‘ble to all, and not irksome to any.™

“We have been operating moreover, in a field of great
intellectual and technical difficulty. We have had to perform
atoneand the same time the tasks appropriate tothe economist,
to the financier, to the politician, to the journalist, to the
propagandist, to the lawyer, to the statesman, even, I think,
to the prophet and to the soothsayer. And I make bold
to say, that wo have been successful, International con-
ferences have not a good record, I am certain that no similar

~conference within memory has achieved such a bulk of lueid,
solid construction. It has been teamwork, teamwork such
ns I have seldom experienced.”

I8, The international finance program sct up ot Bretton
Woods consists of the ereation of two international institu.
“tions — .

(1) The International Monetary Fund ; and

(2) The International Bank of Reconstruction and De-

velopment,

Both institutions are complementary to ome another.
The Fund supplies shorf term international funds to mect

am
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temporary maladjustients in the balance of payments of

countries, and the Bank supplies long term international
junds for reconstruction and development.

19. The chief function of the Internationel Bauk is to
guarantee private loans made through the usual investment
channels. It would muke loans only when these could not be
floated through the normal channels at reasonable rates of
interest. The Bank would by no means therefore restrict

o the investment sphere in which bankers would congage,
On the contrary it would greatly expand their sphere by
enlarging the volume of international investmcnt, and would

act as an snormously effective stabiliser and guarantor of
loans which they might make.

Programs of reconstruction and development will speed
economic progress everywhere, will aid political stability
and will foster peace. The Conference has agreed on the
powers and pesoirers which the Bank must have, amd on the
obligations which member countries must assume,

Owing to the limited time allotted, I will deal only with
one of the two international institutions sct up at Bretton
Woods, namely the International Monetary Fund,

20. Porhaps the cssentials of the Monctary Fund aze :—

(1) The defining of the currency of every emmt;y i terms
of gold ; (2) the aceaptance of every country to kecp its currency
within 10 per oent of the determined value; (3) the under,
taking of every country to refrain  from  restrictions in
transactions in its currency; (4) and if found necessary to
permit every country to change the value of its money after
consultation. But perbaps the roal charactenistio feature of -




ghmmdpmpm! s its flexibility.  To generalthe Fund does
ot depend on quasi-automaticprovisionsfor its effectiveness,
W.MM&GM@ s commonly given suthority

to Iﬂiult the pdlkica of the Fund to the (*ouldi!i(lml provailing
in particular cases, aeting within broad Provisions intende)
to eafeguard ‘the resourees of the Fund and the interests

of member countries.

Antomatic devices ave unreliable guides to poliey in troubled
times, especially during the transition period.  What is needed
15 not a series of autamatic signals to replace the discarded .
ones of ‘the past. On monetary problems, there can be no
automatic substitute for a rational policy implemented with
flexible powers, '

The International Monetary Fund as set up at Bretton
Woods is in a senso an International Ageney for the purchasy
and mle of foreign exchange for the purpose of stabilising

The Md. which in another sense, is an  internationnl
vorsion of the quhutiml"uuh that supplanted the Gold )

¢ Bets out to provide an mternational monetary q
mechanisns, froo from the weaknesses of the Gold Steudard]
yet providing & high degrée of exdmg:%.‘ﬁlity. Jt is
not & clearing scheme for all ezchange transactions. =

Dealings between the Fund snd member oountries cgy, TN
take place'only through the Treasuries, Central Banks, Stq. i
bilisaticn Funds and similar fiscal agencies, 4

Ordinary transactions in exchange by nutwonals of members
will continne to b effectod througl the usial channels, Ouly
- when a shortage of foreign carsencies davelops, will the

market come to the eontral autho

vities, which in turm will ”
apply w0 the Fuud



' transactions

MAMMOUD M:‘mw woons' m

In other words, members will nomally apply to the Fund,
only whon they cannot exchange their ourrency for the
carrency of another countTy-: at the agreed par rate in their
day to day exchange operations, o1 current acoount. This
in fact is o point at which there wonld be a tendency, nnder
the gold stondard, for gold to leave the country, or alter-
natively under & system of freely fluctnating oxchangs rates
for depreciation to take place in the exchange tate of that
countty, 0ssuming that thete Wwere 10 offsetting capital

movements,

The Introductory
Fund Agrecment lists sIX purpose
Fund in all its decisions.

The Fund is eharged with the responsilality of (1) pro-
moting international monetary co-oparation; (2) of facilitating
the expansion and Lalanced growth of intarnational trade;
(3) of promoting exehange stability, and maintaining otderly
exchange armngements; (4) of assisting in the establishment
of a multilateral system of payments in respect to current
. (5) of giving confidence to membor countries
he Fund's resourcsd available to them, thus pro~
portunity to correct maladjustments
ta and (6) of shortening the duration
¢ disequilibrinm in the intcrnational
ptions,

Article of the International Monetary
s which shall guide the

by making
viding them with an op
in their balance of paymen
and lessening the degree ©
balance of payments of member 1

21 Purpoac I reads: ** To promate international monetary
co-oparation through o permancht institution which pro-
vides the machinery for consultation and eollaboration on

international monetary problems.”
The Fund thus eatablishes an Internutional Agency which
would be used for the solution of monetary problems,
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- The importance of such an institution can never be ovor-

- estinated, There is no doubt now about the fact that

igiermtioml monetary problems can no longer be solved

» by occasional co-operation improvised ameng a few great
countries to meet & threatened disaster,

Monetary diffioulties can be met only by continuyous
co-operation, to prevent them if possible, to remedy them
when necessary.

Whenever a collapse appeared to be threatening. countries
must comsult and confor with the Fund and decide wpay
prevenlive or eorroctive measures,

22. Purpose I1 veads: " To facilitate the expansion gnd
balonced growth of international trade, and to contribute ,
thoreby to the promotion amnd maintenance of high levels
of employment aud real income and to the developinent of
the productive resources of all mombers as privary objeetives
of economic policy. ”

Note this:  the growth of foreign trade should be a balanced
growth, that is to say not an unconditional growt]). ,' ‘

The fundamental objoctive of all new eeonomie policy s |
full production and full employment a5 3 passible iy cach
country. This is the only practical way of Improving g, ..
standards of living of the peoples, e

The promotion and mamtosance of & high lovel of e
ployment and ineome in each country ax primary °].’i0eti\-08
of economic policy, constitute a serious departure froy, ol .
establishod ideas in the cconomio sphere, |

The world will never again accept a systemn whicl, wil}
subordinate internal credit policy, and consequently Diter.
nal employment, to rigidity of foreign exchanges,

o — -T't_—o >
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But this fundamental objective of full production and full

employment as passible, can only be attained, unless there

* is the fullest intermational trade among nations, based on
the interest of all,

International trade affects ditectly not only those who
are engaged m it, but also those who produce goods, a consi-
derable part of whieh finds its way into world trade.

It is thercfore o matter that concerns not merely o rela-
tively small proportion of some countries’ population, but
one that directly concerns the great majority of all peoples.

23, Purpose 11T Atates : “To promote pxclmn‘e stubﬂity,
to maintain orderly exchange arrangements among members,
and to avoid competitive exchange depreciation, ™

Note here the toxt. To promiofe not maintain exchange
stahility.

There are certain fundamental concepts in respect to
exchange rates that have been agreed upon from the start
by the Conference : (@) it is not desirable to alter exchange
rates unnecessarily, or when there ane other satisfactory
means of restoring equilibrium ; (8) it is not possible to
support indefinitely an exchunge rate that does not reflect a
country’s international cconomio position ; (¢) un alteration
of the exchange rate affects the economic life of other countries,
and should therefore be undertaken only after consultation
with other countries and (d) the interest of & country in its
own exchange is parawount, and no change in the exchange
rate for a currency should be made except with 4he consent

of thot country.

P SRR N e
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The agreesvent re-establishes smternational currencies on
a gold bagis, but eliminates or moderates at the same time, the
disturbing migidities which characterised the gold standard,

The par valuo of the currency of cach country shall be
exprossed in terms of gold as a common demominator, or in
terms of U.S. Dollars of the weight and fineness ason July |
1044,

In other words, the initial rates of exchange of the
currencies of all membor countries are to be established by
defining the parity of each currency in terms of gold or US,
Dollars,

All transactions between the Fund and member conntries,
andl all transsctions betweon the memlier conntries themselyes,

will be at rates of oxchange within an sgrecd peroentagy
of parity,

The range from parity is fixed at 1 per cent in the case of
pot transactions, but in the case of other transactions, the
range is determined by o margin (whicl exceeds the margiy
for spot) to be connidered by the Fuml as reasonable,

These margine lingt the maximam and minboum rates of
exchange, and correspond to the old points under the go))
standard,

Ax regards transactions in gold, the Fund akall progeri,,

a margin above and bhelow par for tronsactions in gol by
momh.ana uml "o ]nl‘mln 43 dml] l)lﬂ },‘)‘d ata pnm‘h'c

value plos the prescribed margin, or s 31 guld at a price bojy,,
par minus the I,,mmw! margm

In substance therefore n member unt

if necessary by freely buying and alling gold, the establishe,

| eurrer
rate of exchange between its ourrency an' foreig! Cies,

lertakes 1o maintaj,

»
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excopt as methods for ovderly and necessary changes in the
rates are provided for by the agreement. But there is no
explicit obligation on the part of member countrics to buy
all gold offered for them ot a fixed price.

24, As regands such changes in exchonge rates, sdoquate
provision has been made for changing rates of exchange
which prove to be unsatisfuctory to the member country.
Initial par values of the currencies of member countries shall
be fixed by, sgreement between the member countries and
the Fumd, before the latter can begin operation in accordanos
with an agreed procmlur\- But once the ngnml parity of
a member country’s curmncv i+ established in terms of gold,
it cannot be changed except after consultation with or appro-
val by the Fund, Thus the Fund limits the right of member
countrics to change their exchange rates without going through
cortain procedure.  But it does wot debar swek changes,

Obviously however o greater degree of stability of

exchange rates is not an end in itself. It would be o complete’

inversion of objectives if a high level of business activity

were to be sacrificed in order to maintain any given structure
of exchange rates,

Countries adhering to the Fund undertake pot to propose
changes in exchange rates unless they consider them sppeop-
riate to the correction of & fundamental diséguilifriom in
their balance of payments,

However provisions are made that during the transition
period, in view of the extreme uncortaintics that must provail
after the war comes to an end, many adjustments must noces-
sarily be made, and it is provided that the Fund in deciding

-
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on its attitude to any proposals for changes in exchange
rates presented by members, shall give the member country
the benefit of any reasonsble doubt.

The Fund has also provisions that add further flexibility
to the system it establishes. It authorises a country to make
# 10 per cent change in its exchange rate withow! obtaining
tlnl concurrence of the Fund., However, even in that case,
the country is required to consult with the Fund, and to
act in accordance with its purposes, so that such changes will
not be an arbitrary or competitive devaluation.

Pusther, the agreement provides that countrios which
after having made a 10 per cent change, found themselves
under the necessity of making another changs without delay
may request the Fund's coneurrence in such a chango and
a reply must be given within 72 hours.

O‘w 05‘“‘8&‘ can be Obtﬂinﬂl with the Fund' s concur-
rence and there are no prescribed limitations on such @t-
thorised changes.

Furthermore, in order to protoct the economies of & country
from any untoward influences resulting feom Giceaais:o
rigidity of the rate, thero is an explicit provision that 1),
Fund shall not reject a requested change that ix necosary,
to restore cquilibrinm, on the ground thatit does noy,
approve of the domestic, social or political policies of t},.
member countsy proposing the change.

These provisions are not a substantive limitation on what
the Fund is expected to do, but a re-assurance to the counteies
that these vital nutters were kept in wmind by the framers
of the Agreement, and that the member countties autonamy
in domestic affairs is not threatened.

>
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There is also a special proviso whereby the Fund by a
majority of the total voting power plus the approval of each
country having 10 per cent or more of the quotas, may decide
to make uniform yproportionate changes in the par values
of the currencies of all members,

Such a uniform change in the par value would result in
wo change in the world pattern of exchanges, but the result
would be that the values of curremcies in gold would change,

“ but values in terms of other currencies would remain the

same.

These adjustments of exchange rates should not involve
a breakdown of established mackinery s they did under the
gold standard, because a change of the exchange rate would
he permitted when it became really necessary, i.e. when it
is required to corrcat a fundamental disequilibrium.

Moreover the supervision by the Fund of changes in
exchange rates should eliminate the possibility of competitive
exchange depreciation,

S 25 Purpose IV stipulates: “To asistant in the estab-
lishment of a wmultilateral system of payments in respect \
of eurrent transactions between membres and in theelimins-
tion of foreign exchange restrictions which hamper the
growth of world trade.”

This means that member eountries are not to engage in
discriminatory currency arrangements or multiple currency

practices,




~ 178 LROYITE CONTEMPORAING

Exchange restriotions should not be imposed on current
transactions, There aro however exceptions: First, during
the transitional period and Secomd, in the case of o searco
oureency.

. During the transitional persod, there are special arran-
gements by which members may maintain restrictions on
payments and’ transfers from current international traus-
actions. :

Starting throe years affer the Fund begine operation, the
Pund must ssue an Annual Repott on the restrictions still
in foree under these trausitional armangements. But after
’ five yeurs, the Fund has power to refuse the vse of its resourcos
to, or require the withdrawal of o member which is not eli-
+ mmating its restrictions as rapidly as the Fund bolieve;" .
this should be done, :

The conclusion here s that membership of the Fynd
does not involve the scceptance of multilatetism in trad
but only i monetary matters. #“

Secondly exchange restrictions may be impased even jy
respoct of carrent: account transactions in connection wity,
currencies to be declared” searce b}' the Fund, The 15500
about searce currencies is too complicated and would b toq
lang to enter into here. |

As regards payments that constitute capital trunsfers
' {not on current account) members are empowered to maintaiy
mdungn restrietions,
The Fund’s resources are not intended to be used for large
capital investments, i
But this does not mean that any country should be pre.
vented from tsing its resources of gold and foreign exchange

,
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as distinot from the Funds resouroes, in meeting large capital
outflows, Nor does this provent the use of the resources of
the Fund for capital transactions of reasonable amount
roquired for the expansion of exports or in the ordinary course
of trade.

26. 1 will deal with Purpose V and Piurpose VI together :
“To give confidence to member countrics by making the
Fund’s resources available to them under adequate safeguards,
thus providing themn with opportunity to correct maladjuse-
ments in their balance of payments without resorting to
messures destruetive of national or intermational prosperity.,”

Purpose VI comes as o consequence of Purpose ¥V: “In
accordance with the above, to shorten the duration and
lessen the degree of disequilibrivm in the international
balances of payments of wembers,”

In order to understund prepose V o VI we must first
examine the question of quotas.

Each nation at Bretton Woods was assigned a quota in
the Fund. These varied from balf a million dollars in the
case of Liberin snd Panama to 23 billion dollass in the cass
of U.S., I'3 hillion for UK., and 1'2 billion for USS.R. Total:
quotas came to 88 billion dollas,

Quotas #erve several different purposes : (First) they
determine the voice and responsibility of a member nation
in the management of the Fund; (Second) they determine
a country’s contribution to the Fund's assets and (Thind)
they determine a country’s right to the erodit facilitios of
the Fund. The Keynes Plan would have fixed the quota
of each country on the hasis of its share of world trade in |

L‘. |
- '“ - - .. -
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the three years 1936 to 1038, The White Plan used o formula
which ineluded the foreign trade features and added each
nation's holdings of gold,

Because quotas determine access to the lLenefits of the
Fund, some of the nations pressed for larger quotas, and
each country's proposed formuln naturally tended to place
it in o favourable position relative to some others, In view
of the multiple functions of the Quota, the formula devised
at the Conference took into sccount the following eriteria :
(a) ability of the country to subscribe resources of the Fund ;
(b) the need of a country for use of the resources of the
Fund and (¢) the cconomic significance of o country.

Ability is best indicated by the size of & country’s national
income and of its holdings of gold and of gold copvertible
exchange. The need of a country for the resources of . the
Fund, is best indicated by the magnitude of the fluctustion
in its balance of payments. Economic significance is gauge
by national output, farcign investments and economic strength.

A formula was evolved based on the above principles for
all countries.

2 per cent of the National Income of 1939 ; 5 per cont of
the holdings of gold and gold convertible cxchange as o
January 1944 ; 10 per cent of average annual imports 193¢
1938 ; 10 per cent of maximum varation in amount of
exports 19341938,

Quotas for all countries were drawn up on the basis of t),.
above formuls and were submitted to the Conference for
consideration. For political reasons however special conces-
sions were made for certain countries, and adjustments of

_inequitable quotas were made in a specisl quota committes,




e

MANMOUD BALEN XL FALAKL —BRRTTON WOOLs' el

This was the case in the determination of the Russian quota
which was increased apprecinbly during the Conference.

The Egyptian Delegation fought bard in the special guota
committee and managed to raise Egypt's quota from 40 to
45 millions,

21, Eash member is to pay its subscription in full on or
before the date it becomes eligible to buy*currencies from
the Fund.

The quota considered as a country’s subscription 1= to
cofsist in small part in gold, in & large part in the local
currency of the member country. The gold portion of the
subscription is to consist of either 25 per cent of the guots
or 10 per eent of the member's official holdings of gold snd
U8 dollars whichever is the smaller. The local currency
portion of the subseription after gold will in most cases
consist of deposit credits an the books of the Coptral Bank
in each member country instead of currency. Homr\..in
lieu of these deposit credits, the Fund woald acospt a special
kind of bills to be issued for the purposs by the Governments
of the member countries.  These billa will be non-negotiable,
non interest-learing, and payable at their par value by a
credit to the deposit account of the Fand at the Central
Bank of the member country,

Thus the mujor part of the currency sabscription of member
countries shall be paid in the form of spocial government
obligations, instead of being paid in looal currency, but these
obligations however are instantly svailsble as currency,
if and when that might be necessary, ie. when a foreign
demand develops far them.

"
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Thus the Fund is allowed to acquire non-interest bearing
government securities redeemable st par in part payment
of the initial subscription. This would avoid the appearance
of inflation or illiquidity of the Central Bank which might
mistakenly be inforred from the sudden increase of its deposit
liabilities.

28. Now in respect of the extent to which countries cay
avail themselves of the credit facilities of the Fund.

Each member country is permitted to buy foreign cur.
rencies, in an annual amount not to exceed 25 per cont of
its quota, and to continue to do #o yearly until the Fund's

holdings of its currency are cqual to 200 per cent of its

quota,

In other words the sgeregate amount of foreign currencies
which a member nation may buy from the Fund in exchange
for its own local currency is equal to the total of its gold
cantribution plus its quota.

Take an example. Egypt's quota had been fixed in the
Final Act ot & 45 millions, What would be the extent of
our oredit facilities from the Fund. Our subscription
will be 3395 million dollars in the form of non-nterest
bearing, e.g. Government obligations and 11} million dollars
in the form of godd, We will be able to draw from the
Fupd in exchange for this, 66} millions in dollars or the

“equivalent of that amount in any other foreign currency.

In other words an amount equal to our quota plus our gold
comtribution. Bat this is not all. This particular process
would eontinue for five years until the Fund's holdings of
Egyptinn curtency is oqual to 200 per cent of our quota.
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While however the mormal amount of Jocal currency which
the Fund is permitted to hold is 200 per cent of the quota of
that member country, the Fund is not rigidly limited to this
amount, The Fund may sell forcign exchange for additional
local currency, even when its holdings exceed the prescribed
limits, if the Board of Directors approves the sale and the
member conntry is taking satisfactory measures to correct
the disequilibriom or te reduce the excess loeal currenoy
holdings of the Fund.

In this connection the Fund will prescribe the terms and
cowditions under which it will permit this, smd it My require
the deposit of collateral as one of the conditions.

* Equally ‘important is tho faet that the fesources of the
~ Fund are also not rigidly determined by the aggregato quotas
of all members. There are flexible provisions for increasing
the resources of the Fund us peeded. No limitations are
placed on the Fund's ability to obtain resources through
borrowing scarce currencies from member countries on terms
agreed betwoen the counteies snd the Fund,

There will be an expansion of quotas periodically us na-
tional income rises, as the stock of monetary gold increases
“and as the volume of international trade grows., With the
expansion of quotas the resonrces of the Fund and the ability
of member countries to purchase foreign t"ﬂ"ﬂ"@ will be
increased correspondingly,

‘ 29. This bring me %o the explapation of purpese Y and Vi
. The National quotas, under the Fund supply ¢ subsantia]
breathing space, in schick short term molodjusiments in the
 balance of payents, can have free play withowt wecessitating,
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any changes in exchange rotes (as under & free paper currency)
or changes in the supply of internal cradit (ns under the gold
standard) with their dnjuerious effects on production and domestio

Countehes are this protected from feeling the pressares
arming out of deficitary trado balances
to disrnption, ‘mensures

trade and the hke,

n & way that leads
of restrictions, limitations on

The Fund therefore provides the necessary foreagn ex-

change 10 madniom vnports, while more fundamental ad-

Justments are being made, Similazly in the case of coantries

with a surplus on income account, the operations of the
Fund will enable them to maintain temporarily their exports
while adjustnsents are being mado instead of being foreed to

undertoke on tmmediate reduction in exports with the result-
ing advérse effect on domestic employment, To this extent
in dealing with: disequilibrin whatever their cause, the Fund
s more stable than a system of freely ﬂuctunmg exchange
mates and Iges rigid than the gold standard. But after a
rensonible time, 8 member country is expected 10 ceass to
be dependent entirely on the Fund.

30. S0 much for femporary deficits and surpluses, Tn
dealiig with ohrondie deficits and chrowic swrpluses however,
the Fund's provisions are different.

! ho Fund arrangement, a chronic surplus (except
«0 I s oflsot l’," new and mloqlmt(v lung torm ’0""33!1
lendivg) would cause the countey'’s currenty to become
-t .

MU

" The Faod would under the circumstanc o declare the
crirreaey to be scarce, ond will make recommendations for its
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equitable ratwmng among wmembers, Tt should also invess
tigate the cuses of the scarcity and advise bow it may be
brought to an end. A decision of the Fund to ration & sssree
currency will serve ns suthorisation to member countries,
after they bave consulted with the Fupd, temporarily th
impose limitations on the freedom of exchange operations
in the scarce currency. On the othor hamd o chronie deficit
however (except so long as offset by new and adequate long
term foreign borrowing) would have the reverse offect, aud
the country would soon be prevented, by the operation of
its quota, froms buying further supplics from other conutries.
In dealing with a chronie deficit the Fund escbews the de-
flationary effects of the gold standard, amd provides for an
orderly reduction in the par value of a member’s eurrency.

MaxaceMENT oF THE Fuxo

3. The pon ers of the Fund are vested in a Board of Gover- *
nora consisting of one Governor and one Alternate appoimted
by each member conntry for a five year term. The Board
of Governors is permitted to delegate to Exeoutive Direotors,
all but specified powers. The Fxeoutive Direotors shall
nndertake the gomeral operations of the Fund.

There will bo not less than twelve Excentive Dircctors,
five appointod by the five members having the largest quotas,
which at the outsot will be the United States, the United
Kingdom, U.S.8.R., China and France; two elected by the
Latin American Republios, and five elocted by the remaiving
members.

The proceduss by which the five Directors aru to be chosan
is designed to see that each member will hn\:e 4 voice wp-
propriate to 1ts quota in the election of ot least one director.

L)
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The principal office of the Fund will be in the United States
since this country will have the largest quots,

The voting power of member countries is determined by
giving each country 250 votes plus one ndditional vote for
“each part of its .quota equivalent to 100,000 dollars.
m—————a

Nuasler Percenlage
of vales of tota! voies
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Egypt will have 700 votes i other words 0°779/, of total
votes  According to their aggrrgntc quotas, the Latin Ame-

< Tiean countries were ned cntitled to have two executive

directors. However the Conference decided to allot two
seats to them on a purely regional principal.  The matter was
fought Lurd in the Confercnce by the Latin American Repub-
lics and the motion to that effect (Alternative J of the Cuban
Delogation) which was proposed by the Cuban Delegation was
earried by only a small majority, This principle recoguised
Latin America as an economic unit and allotted it two seats
on tho strength of that recognition.  We stated that aa the
principle of grouping tegether countrics into economic arcas
for the purpese of allotting seats has been admitted by the
Conference, the Egyptian Delegation would like to see the
extension of that principle by granting one scat to Middle
Esst countries. We submitted o motion (Alternative E of
the Egyptisn Delegation) to that effect. The motion was
scconded by Tran and Iraq.

43
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C——

The following is my statement in this connection belore
Committee 3 of Commssion 1 on Jlll}' 13, 1044 -~

32, “Mr. Chairman, mav I be allowed just 1o say a few
- P »
words in connootion with Alternative J presanted by the

Cuban Delegation.”

“We lave no quarrel with that proposal. In fact we
view it favourably. The grouping together of countries into
coonomic areas or units for the purpose of sllotting asats
appears to be a sound prineiple. It seams to be the principle
whioh has inspired Alternative J. This Alternative recog-

nized Latin Amorica as an cconomic unit and allotted it two
seats on the strength of that recoguition.”

“ Bat we would only like to pomt out that the proper
application of the principal underlying Alternative J must
neocssarily entail its extension to all economic areas
— not Latin America alone.”

“This would chminnte the mconsistencies that would
arise from applying the principle exclusively to Latin America,
In its present form, it is difficalt to believe that the proposal
does not discriminate against oountries other than Latin

America and the Big Five.”

“ We are prepared to back the Latin American proposal —
n fact we support it, but we should like to see the principle
consistently applied.”

“In the revised motion of the Egyvptisan Delegation — there
wo claim, and olaim rightly, that the Middle East, which

is undoubtedly and unquestionably an economic unit, shoult
on this ground be allotted at least one seat™

PRI
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* A Financial Conference for Middle East countrics was
Leld in Cairo last April. The United Kingdom and the
United States of America were represented.  This is an in-
stance where full recognition was provided for an economic
grouping which for purposes of trade, money and exchange
you cannot wvery well afford to ignore.”

33. The Egyptian Delegation fought very hard and enter
tained close contacts with several delegntions to show the
fairness of the case. The matter was then put to vote but 4

defoated.

P
-

Oun RELATION WITH STERLING

. Let us see bow will the Fand Agreement affoct our
customary relationship with Sterling. .

We are linked to Sterling. We are on a Stesling Standard -
and OuF currency is redeemable in Sterling. Under present
c.om?ni_o 0% dny fluctuation in the external value of sterling *
€ Inits exchange rate with other currencies, will lead P‘;ﬁ
PO 10 b corresponding ehange in the external value of our
curreney fe. in our exchange rato with other currencies.

1% was erroneously shoaght that this link between Sterling
.anddfo&;yptimmd i due to the fact that our eurrency
is mainly covored by sterling masets — British Treasury "3
Bills. This alone is not sulficient for the link. Our link is ’
nat only due to the fact that British Treasury Bills constitute '
the major cover of our banknote issue, but also bocause ,
the :’\’ati.unal Bank undertakes to buy and sell sterling at - 4
par in either direction with practically no charge for the
transfer. Further since the war, Fgypt has instituted ‘
Exchange Controls on the lines of those on storling, and
thereby continued to remain 4 member of the Ruxling.AmL
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I Le question now arises, whist will be our relation to sterling
when we become members of the Fund,

The practice followed by many countries of maintaining
close relationships between their currencies and either Ster-
ling or the Dollar was helpful in maintaining » degree of
exchange stability than ‘would otherwise be possble, and in
promoting trade within such groups.

Countries whose currencies have been linked to Sterling
or the Dollar can continuwe, if they wish their customary
relationship snd at the same time be members of the Fund.
For examph: if they are within the Stesling Area they may
by law define their currencies in terms of sterling, they
may hold their monetayy reserves in the form of sterling,
they may wake their curroncies redcemable in sterling.
The seme applies to countries tied to the dollar,

Thus the mere fact that countries tied to sterling or the
dollar, become members of the Fund. will ot compel such
countries to terminate or alter the prevailing relationship
between their currencies with sterling or the dollar if they
wisbed to maintain the link. i

When the initin] gold parties of their currencies are deter-
mined, it is expected that in most instasces, the Fand will
use parities based on exchange rates prevailing st the time
the Fund is established. ,,

Unlexs such rales are clearly snappropriate there m'n.u
no reason to disturh the existing rafes between such curroncies
and sterling or the dollar. But under the proposed régime
thero is one important difference. The only occasion when
a country, as & member of the Fund would not rertain
the customary relationship of its currency to sterling or
the dollar will be when the parity for sterling or the dollar alters
A the future. .
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When such a change takes place, countrics t‘iod to
sterling or the dollar, will not (ul!ovr st fe will n-ot
alter their paritics with the currencies of other countries
correspondingly.

First, such countries must theiscives nocond the change of
their parity, because 10 country’s «‘x\'imngﬁ rate can be altore|
withont its own consent,  Secomd, even if they find it in their
interest to alter their exchange rate correspondingly, fjlw_y
must obtain the prior approval of tlu;:'!_"mul which will ot
approve the change unless it is ”"‘“‘:“"'," Lo correct o funda.
mental disequilibriwm in the country’s balance of PRy Imonty.

The proposed rigime will thus 'b-o a great -;“‘W')\'(-m..,,t
on the present system, because g-wn our present poj
ship with sterling, any clhange in the value of stor)
the fature, will necessarily nﬁ-\"r the value of the
pound.

atiogg-
iﬂg in
Eﬁ()' Ptian

Analytical Examination and Conclusigy
33. This brings mw to the last heading —hamely analy
examination and conclusion. Before 1914 and atill
after 1923, nearly anyone mtml‘n monetary syston, s Goaod
or Bad in proportion to its effectivencss, iy chocking Infadigs
mather than in preventing Doflation, -Because of repentod
Inflations in the past, there was 0 ke AWAreness of ”;c.
necessity of some pressure on public BUthorities ‘
governmental expenditures in lime with g""’-"ﬁlliﬁtnt:al reven sl
and on bankers and businessmen to keep “Xpenditureg for
imports in line with the volume of goods ang rvicos which | ¢
the country was able to export, !]
The gold standard was valued 45 & good duviee for doing E!
this — that is precenting inflation. There ywas little criticism
however of its failure to provide comparable Protection aguinst
deflation. =

tic,
more
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To-day the psychological situation in the world is entirely
different. The disastrous experience of all nations with
unemployment and shrinking production in the thirties.
is associated in everybody’s mind with the accamulation of
excessive reserves of gold and other forms of eurrency.

The gold standard fulfilled the ambitions of a world that
was primarily interested in safeguarding against inflation,
It does not appeal to @ world that is dominated by the recol-
lection of a long e of world-wide depression,

The new Internationsl Fund would have the same res-
ponsibility in reation to world-cide monetary and credit
stability, that conteal banks and stabilisation funds have had in
relation to the banking and monetary systems of their
respective countries. It resembles the gold standard in that
it would subordinate domestic to international considera-
tions. On the other hand it would be more flexible than the
gold standard, permitting readier wlaptation of policy to
fluctuations in employment, abnormal capital investments,
panics, and other extraordinary devolopments,

It would also permit the adoption for the world as a whole
of newer criteria of stability, such as the movements of price
tevels, but without abandonment of the eriterion of exehange
stability

The wmonetary system of the world under the Bretton
Woods Agreement will be hybrid, intermediate botween the
gold standard and a series of nationally managed free cur-
rencies. It would be like the gold standard inrestricting the
discretion of the managers of the national currency system,

and also in emphasizing internationa] exchange stability.
This is because no country would be free to alter the exchange

MANMOUD SALEI 51 FALAKI ——NRETTON WOOs" 191
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ratio of its currency against other currencies without regard
to the interests and ddeas of the other countries concerned.

It would be like the free currency systems of the late thirties,
in that ceedit operations rather than gold shipments would be
relied on to protect the stability of the exchanges.

All emrrencies would be managod currencies, but the res-
ponsibility of mansgement would be transferred wn part to
an International Agency,

The adjustment of & country's credit position to its inter.
patiopal position remaivs in the first instince, the respon-
sibility of its centrnl bank, or Exchange Stabilisation Fund
or Treasary. But the managers of the new International
Fund sre also given a consideruble degree of control over the
policies of member countoes.

Under a form of gold standard of the old type, changes
in the credit situation in any one important conntry would
be tronsmitted automatically to other gold standard
countries

Under) the gold standard of the late twonties and that
of the Jate thirties, the response of an internationsl enrrency
: system to influences transmitted to it from withoat, were
subject to discretionary control.

Under} the Bretton Woods Agreenent there is discretionary
management at both the national and international levels,
but the nationn] currency managers are expected to follow
the leadership of the international managers,

Thus the new system proposed would be like the gold
standard in its intermationalism, but like the free paper
' carrencies and the managed gold currencies in being subject

to planned control.

P W ——r—"
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36. The place of gold would be somewhat anomalous.

The agreement re-establishes mternational currencies on
a gold basis — but at the same time eliminates or moderates
the disturbing rigidities which characterised the gold standard.

Gold will retain its role as an instrament for settling
internationn] differences in the halance of payments between
countries, It will also retain its function of being o common
denominator to all currencies and will therefore prosuote
exchange stability in the new sense. But it will abandon its
principal roe of regulating the tolal amount of currency and
credit available in any owe counlry, m other words it will
abandon its former role of detormining the level of internal
prices. Az i consequence, there is no obligation on the part of
any country lo redeem its local currency in gold.

Lord Keyneg, at a Conference attended by more than fifty
correspondents of the world's press said that the proposed
International Fund would make gold a “ monarch sabject to
constitutional limitations ™. This, he ingisted, was not at all
inconsistent with his long expressed views that a rigid gold
standard “is a decadent monetary system ™.

Tho Fund, he contismed, would use gold as “ the conunon
denominator of valaes without exercising tyranmical powers
over the world ™.

It would, be foolish, he said, to propose de.rpa.mm from the
goldtink. With the United States holding the largest quantities
of the gold of the world, and with the Britesh Commonwealth
and Russia the laxgest producers of gold “ no one in his senses
would want to make the gold resources of the world useless
or throw the gold mines of the world out of employment.
The Fund he added is a modified form of the gold standard,

Rl T
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. Under the proposed standard, he contimsed, all cyrres,eies
would have a link with gold. but this link wauld by g, /50,

enatgh to permit orderly ehanges in exchange rates whe,, necessary,
to avert the broakdown of monetary system, Competitive

- currency depreceintion and similar measures of woonamic

warfare.

37. There has been el discwssion in committe, meetings
in the Conference on condititns under which member counteios
shall be entitled to buy another conntry’s curtency in exchange
for its own cureency. IHoro the main issue is that of seares
ourtencies. . Aftor the war the whole world is expected 1, nart
American doflars with which to buy American products fo
tehabilitation and reconstruetion of war torn COONGmiex

- Sooner or later dollars may become scarce. This brings
the to the main criticism of the Fend Plan both in the US
and in Great Britain = Fears have been expressed in finaneig)
and.economic quarters in the United States tluat_, when dollars
will become searce the U.S. will find that the Fund had
thrown * good American dollars down & rathole ", and had
acquired instead a lot of worthless poper money in various
foreign ewrrencios, with the rosult that the Amorican taxpayer
has to foot the hill for an impracticsl experinent,

38, Thus the principal ceiticin ngainst the plan in US.
i% that the Fund is a cleverly disguised method of pursusding
the United States, to do the same thing it did after the last
war, but only in another form. Instead of making foreign
loans again (as it did after the last wat), it would feed dollars
to the rest of the world through the Fund until the United
States would no longer afford to do 50— and then the boom
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would collapse, and there would be another slump, with the
United States holding the hag — & bag this time not of gold,
. ax after the lnst war, but of worthless foreign paper currbucios. {
In other words the objection being that the scheme isintended
to make the United States " the milch cow of the world .

In reply to this eriticisan Lord Keynes said that if there were =
ne Fund, a crisis would certainly rise after the war because of
the ilm‘)ilil'\‘ of the rest of the world to ey for exports from
United States, The Fund he continued would give “everybody

% breather ™. If the trauble were temporary, all will be well .
bat if it got worse, it will give all the countries time o work 4
out & solution together “ in a rational, friendly ordezly way™.

During the breathing space, said Lord Keynes, the US.
“might decide to restore the situation to halance, by increasing
her impotts from abroad. and thus relieving the scarcity of
dollars,

Dz. White the author of the White Plan supplied additional
reply to the criticism of the US. hanking world,

He said that the analogy of Gresham Law — bad meney \
driving out good money — does not apply here. If dollars
arg i great demand in the few first years after the war, as
appears to be very likely, and if the Pund gindually pays out
wlollars and takes in other currencios, that will not necessarily
mean that the Fund is any weaker.
Instead, it will mean that the US, with its dollars can buy
any cutrency in the world fiom the Fund, with which to pay
for imports on foreign ran materials and goods. Of course,
ke said, this will require the adoption by the U.S. of a commor-
cial policy based on the principle that the U.S. must buy as
well as sell abroad, and must sof continae to putsue & tariff
policy designed to keep out foreign products, g
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He then said: “Our part of the Pund camnot become
worthless anyinore than the 20 billion dollars of gold buried at
Fort Knox is worthless ™. Tho mere fact that we bave this
gold, which every country recoguises as a world standmd of
valuze, whether they like the fuot or not, is what makes the
Ametican dollas the strangest curzency in the world,

Just as American gold, and the 1est of the world’s lack of
gold enable the US. to buy any foreign exchange it wants,
he continued, the fewer dollurs thero ave in the Pund, the

more foreign exehange we can buy with our paper dollars. ®

Even if all the dollars we have previously contributed to the
Fund are gone, he held, our participation in the Fund will be
virtually as good as gold in ite power to puichase other curzency
whon we need it, because of an unfavourable balance of
payments,

Asked what would happen if the U8 permanently main-
tained a favourable balance of payments, exporting more
than it imported, and therefore has little or no need 1o exc
its dollars for foreign currency, Dr. White doubted this wa
haypen, \

He thought that after the first fow years following the war,

Yool

during which the rest of the world will neod large amounts of Sy
Amarican produete, after the first fow years following tho war # |

probably there might be & change in the situation.

Tf the U 8. succeeds in it post-war goals of high production,
high amployment, and Ligh national income, he went on,
weo will need to import inoreasing amounts of raw materials
wivd some finished products

Moreover Dr. White said, within a fow years after the war
there should be large tovrist expenditures by Americaus abroad
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and a retwrn of cxpital which fled to US. before the waz, back
again to countries which suceeed in stabilising their economic
structures.  Both wonld wean an increased American demand
for foreign currencies. The ageregate nmworey in the Fund.
— dollars, pounds, roubles, franes, ete — would always be
88 in gold value, o matter what changes wete made in the
cm'npautiv.o amount of varions currencies held. Tf any
countey deprecintes its currercy, it bhas to subscribe more
paper money to mwake up for the decline of value

In another occasion Dr. White declured at the Confetence
that the U.S will place no control over capital flights from it,
will welcome the withdrawal of * several billions " of European
assets in the form of gold exports, from US, the auicker the
better nfter the war,

39. Now we tutn 1o objections agaivst the Plan in Great
Britivie.

In regard to objections mised in Great Britain agoinsr
the Bretton Woods schense, the Chancellor of the Exchequet
15 thought to have swept away the widespread criticism there
against the plan — namely that Britain could do better by
Planning ber foreign trade by bulk buying ind chearing srran-
gements than by re-entering what purports to be a free multi-
Interal world systom of teading. Some responsible people in

England believe that this schemie should not apply until the
U.S. clarifies her cconomic policy.

The Chancellor is widely interpretated us regarding all this

as irrelevant on the ground that Britain is "mdy'pledgvd to
multilateralism by the Anglo-Auierican * mutual aid Agree-

ment, and by the Anglo-American trade Agresment of 1948,
und accordingly that bilateralism discriminatory arrangements

p’ v -
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and barter are“raled ont. But in fact as Lord Keynes soid
“tha ngreement dees pot involve the acceptence of mulii-
Iateraliam in frade but only in monetary matters"" The reaction
of an important portion of the British public to the scheme
is this. It feels down that it is being committed to partici-
pation in subsequent U.S. slumps, which it could avoid hy

more exclusive arrangements,

. However there is complete unanimity in that country, that
Britain will never ngain accept any system {mythically des-
eriberd as the Gold Standard) whieh subordinates internal
credit policy and subsequently internal employment, to
tigidit}' of foreign exchanges or even to the external balance,

The Chancellor lias asserted that Bretton Woods i«
no such system. Elsewhere the Chancellor has said that

Bretton Woods mcroly seeks to generalise the wonetary policy
~ which the Sterling Area has in fact been following since 1033,

namoly to muintain sufficient flexibility of the exchanges to
avoid a deflationary restriction of cresdit, and on the other
hand to proserve stability of the exchanges so far as is
consistent with the avoidance of deflation. Tncideatally,
this scems to be the first time formal announcement has
been made of the monetary policy that the Sterling Area
bis in foot been following since 1083

_ The Chancellor added that the plnn rocognises gold as 4
standard of value. as must be the exse in any plan concerned
with the regulation of rélations botween gold hased currencies,
such as the dollar, awd mansged correncies sueh as sterling,
but that fact, be added does not in any way justify the
ssscrtion thit the acceptance of the plan would involve &
return in England to the gold standard - the gold standard
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being defined as a system which carries stability -of the
exchanges further than is consistent with the avoidance of v
internal deflation.

Lord Keynes challenged critics of the Fund o produce
a betler plan.  He admitted that the Bretton Woods plan wis
subject to eriticism, and sadd he could do a better job of
criticising it himself. But all possible alternatives are =o
much worse, he said, that the world conld not do anything
® else but aceept it, if it wished to have & post-war era of
expanded foreign trade, production and employment and
avoid the monetary chaos, redaced trade, depression and
unemploymont that followed the lsst war.
' If the Fund is rejected, said Lord Kevnes, the British may .
resort to bilateral bartor agreements in order to protect their
world trade position and their internal economy:. -

40. To my mind the alternative isnot between the plan and
the gold standard but between the plan and noplan.  Nothing *
conld be more dangerous than to permit the different countries
after this war to try to regain their stability and their economic
prosperily separately just as they have tried in times of the past

o insure their Security sepavatedy.  They would jail to-morrow
s they have failed yeaterday. :

Here 1 wonld like to woarn you agsinst one thing. The
Brotton Woods Fund is not o universal panaces for the
vconomie illz of the world. It would he dangerous to attach
undue importance to manetary organisation of and by itsolf
in & misguided faith that with a new formn of monctary
organisation, the other problems would solve themselves.

An International Fund no matter bow expertly contrived k.
cannot for very long offset policies of economic nationalism
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i the form of trade barriers, international Cartels and
the hike,

It would be thercfore necessary, if the Fund is to succeed,
to attack such problems as Internationsl Investment, and
Commercial policy.

The problem of international investment has been solved iy
Bretton Woods in conjunction with the problem of monclary
organisalion, It has been solved through the proposed
International Bank. But the nations have still to agree i
respect of commercial policy. There is urgent need for national
commercial policies designed to reduce excessive tanfls,

Bretton Woods did not neglect thiz importapt issie

Azticle VII of the Act says that agreement botween member
conuntries must be reached as soon as possible on the four
following points : (1) reduce obstacles to international trade;
{2) bring about orderly matketing of staple commodities
at prices fair to the producer and consumer alike; (3) dea)
with the specinl problems of international concern which wil)
arise from the cessation of production for War; (4) facilitate . |
by co-operative effort the hanmonisation of national policies
# designed to promote apd maintain high levels of employmeyy
and progressively rising standards of living.

issue with which the United Kingdom will be faced a5

J]‘ In fact the Brettan Woods program. embodios the samy,
San Francisco,

The iesue is: Shall nations go forward to construct a systen,
of collective security in a world organised for Peace, or shal)
cach nation use its powers and resources at the expensy of

- other nations in the struggle for survival?

5\
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Wo cannot achieve Collective Security, in political and
military felds alone, without internstional eollaboration in
economic and financial fields.

As M7 Archeson U.S. under Sccretary of State said,
the Bretton Woods proposals complement {he Dumbarton
Ouks plan. To constiuct Peace there must be one Peace.
Economic Peace as well as Political and Military Peace The
Bretton Woods proposals should 1herefore be judged in tluen
phce in the stiucture of an enduring Peace

® Now my conchuding word. Tn the past 21 months the
Unrted Nations have drafled plans for best utilising the Food
supplies of the wotld, for meeting emergency problems of Relief
and Rehabilisation (through UNNRA), and at Bretton Weods
bave draffed plans tosee that financial and monetary anarchy
is replaced by economio security and thereby assuring a legi-
timate and practical place in the sun for the men and women
of the wotld whose labows build Peace

As Mr. Morgenthau has saxl “this monetary ageement
is but one step, of coutse, in {he broad program cf international
action pecessary for the shaping of a free futmre. Put it
I8 an indispensable step and a vital test of our intentions ™,

Finally I would like to s« that in the light of these accom

»plishments we ovght to fuce with confidence the vast problem

of World Security. Bretton Woods, Dunbarton Osks and
the Yalta Agreen ents are epoch making. The San Prancisco
Conference will be the last crowning stone in the superh
Edifice that has been erocted by the United Nations and
designed to destroy the major causes of War, Lot us hope
that this coming Conforerce will also be saccessful,

Manmovn Sawen xt Favax:.
16-3-1045
"
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ASSEMBLEE GENERALE ORDINAIRE

DU 17 MAL 1944
DE LA

* SOCIETE FOUAD 1« D'ECONOMIE POLITIQUE
DE STATISTIQUE ET DE LEGISLATION

RAPPORT DU SECRETAIRE GENERAL

Messipuns,

L'appol adressé dans motee dernier rapport & nos Membres en yor
d'uno plas large collaboration de leur part n'a pas regu s réponse qur
nous esprions,

Eu effot, ks nombre des confirences tennes ot celui des livraisons
de notre revue pendant Fansée 1943 n'ont pas dipassé ceux de Pannde
proosdente,

11 faut prateitre attribuer oo déclin de notre activité sciontifique A
un ensemble do fscteurs s rattachant & k sitwation créfe par lo confit
mondial ot notammont & V'Gloignement ou au surcroit de travail ot
do sowcis de nos plasactifs colloborateurs kabituels parmi lesquels noys
comptioas plasiears magauteats, professenrs universitaires, lauts fope-
tsonnaires de UEtat ot des dirigeants des grandes entreprises finaneidres
et antres.

Il est comstant que I'état de guerre estesfor an ralentissement de e
production intolloctuolle. Souhaitons done de retour proclain aux

conditions norusales qui mettea un terme wu trouble des esprits ot A
l'incertitude qui caraotérisent I'dpoguo agitée ob rous vivons,

Dans lo courant de 'annde, votre Conseil d'Administration a créé
une sério do Comités pour I'itude des probldmes do 'a peds-gueare.

-~
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Faute de moyons nous permettant de erder un servico de recherches
ot de dooamentation propre & faciliter leur thehe, ces Comités me
poarcont dvidemment quo formuler des recommandstions péndenles,

Copendant, ces recomunandations émanant de personralités dovdes de
vastes connaisancos xr bes aspirations ot bes possibilités do notre pays
ne mangieront pas de présenter wun intérdt tout partioddier.

Nous tenoms & oxprimor aux éxinenta préssdonts do eos Comitin,
A By irs mombeos ot aux Sworétaires notre vive appréciation pour leur
collabomution ausd peociense qoe désintéressée.

Lo groape d'$¢1des doonomiqgues codb sous nod awipixos par de jounes
feonomistes mombris de motro Socilté a poursuivi son intéressante

netivitd dont b beotears do sotre revie troaveront Jo témoignago dans o
nos prochaiss faseleules, Nous comptons y pubber en effet, quelques

unes dos sotes réliptes par les membres du Groupe pour servir de

base aux débats qui ont lieu tous des quinze jours au Sidge de notre g
Sociies, .

...
Dana lo conmat de Fannde éoonlés, notre Seotion juridique a compld-
tament chd ué sloes que notee Soction &comomiqee a teny aix réunions.
Avoed Foisd Bfadi o teaitd de Ia strocture do Uindustrie dans
I'npeis geerre, Cutte communieation, on anghis, n'a pes fait Fobjet
d'use pablintion es rabson de son carsctire schématiquo, RElle o
oprodant révEld ume assez bonne priparation &conomique cliz e
joune atexr qui promet bien pour Uavenir.
Monsieir Nagiib Youssaf, Professour & Is Faculté de Commerce,
a, dars une conférence en arabe donnde sous les auspices de eotte dep.
nibre, fait une analyse minutioase du badget de I'Etat et do ses réper. -
opsions sir b vie Sconomiqae 4 socinle du pays.
Monsiaar 1y Poofesssar Jossph Dobrotsberger, ancion Ministre des
Afires Sysiales d'Antriche et Rootesr de V'Université de Graz, o
pirli do Vagsirience earopioane en msthire d'asssrances sociales
Montis 1r 1y Professear Maurice Byé a teaitd de la rédpartition internatio- v
nale des axpitaix, ot enfia Monsioar B, Nassif a développé la question
des eatitds §:wmiqaes ot du commeree international.
N> 15 ravion Iroas par b waite wir cos trois intéressantes communion-
thons 4 1i ont para dans notre Rovee,
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La matideo du XXXIV® volume de notre Revee, est comme togjourn
trds varide ot on mpport aver la place distingube qu'elle 5 conguise
parmi les poblications analogues,

Moasloar B. Lasbiotte 3, sous I forme de eauserie, truité aveo ene
parfuite maitrise ot beaucosp de clarté, le prolRee de Vinflation
monétaire d'une manbire géedrzle sinsi que par mpypeort & b siteation
Jui prévaut actelloment en Bgypte,

Il 8wt nitachs A dédmontrer qu'il n'y @ pas en Egvpte une inflaton

o Wans 1o soea chimique da terme ot do caractire pesriciux ot quo I
bt 1] 3 collt de Ly vie chez nous est un phénomdne d'ondre et d'origine
axtramonézaire. Do sorte que le zetmit des capitaex ciroulants dis-
ponibles n'abaissernit pan be colit de la vie,

La 1 westion de la monnaie et dex prix a également fait 'objet d'une

" étudo do grande valeur dconommo-tratldmatique de la part de Morsiesr
g J. Cruig q i vo-s en a donné Jo préambule, Mossiexr Craig. tout em
admottant be haut dogré de cosrélation entre la mwonraio ¢t & nivian
des prix on Egvpte comme sillears, dit que les prix haussent ou baissent
ur dos motifs homains et won actomatiquemsent saivant ka bausse
on 1a baksse quantitative de by monnabe.  Mr, Keymes a temu compte,
dans s thiorie qeantitative modernisfe de la monnaie, de factents
 autres que le volsme de la moanaie, ’
A son toar, Monsieur Craig s'applique & la recherche d'un nowvean
taux de oarrdlation et som étude soukven, novs oo somnes eirs, un wil
intérét dans lo monde des écoromistes, .
Mopsiens Jean Godard a bien voulu nous envoyer do Beyrouth une
M ieade statistigee trés suggestive ot bien documsentfe sur Ia sitaation
. dconemiqze en Syrie et agLiban, Stude que noas avossété trds heareaxu
. de pablier. Notre exceldent collaborateur cocasionnel 3 brosss un tableas
frappant de la situation particalitrement difficile oit laSyric et be Liban
so trouvirent apets armistico franco-allesaand. 1] expese les mesures
prises par I'Administration pour combattre Ia hausse verticale du colit
do la vio, mesures qui ressemblent fort A celles prises chez nous, qui
n'ont pas eu plas do succls pour des raisons & pea pris identiques ot
qui s'accompaguent des mdmes phénombnes perturbatears : inflation,
marché illégal, spéculation, eto. Aussi I'éidude de Momsicur Godard
mérite-t-elle d'étre rapproche des deux études précédentes.




Ldeonomio rurale a fait V'objer de quatre études.

Monsicar Max Reybaud qui, avee guelques amis et au prix de grands
sacrifices, o'était efforcd il y a quelques anades d'introduire en Egypte
Ia culture du sisal, fait Phistorique do cotte axpérience, exposs los
causes extériecares do son imsuccds et les avantages que PEgypte
pourrait tiree de cette culture au point de voe agricole et industrie).

Momsiens Lambert nous a downé une courte mais trie intéressanto
note sar bet divers modes de rémusdeation du travail agricols en vigueur
et Egypte ot concdat par 'aflieneation que * malpré Jes agyasonces, lo
salarié agrioode & vu, du fait de L guerre, ses pomibilités dn vie
diminger “,

Monsiesr Jungllniseh avee Uantorité que lui confire sa vaste caltyre
et ses fopctions aspris du Crddis Foneier Bgyplion, expose la situntion
eritigee du fellah et formule des wuggestions — qui méritest tour®
Fattention des pouvoirs publies — tendant & amélioter lo sort do Ia
population rurale et FutiBsation de a terro dont le régime actoe] affocto
Sénieuscment Ia fortilsté,

Eafin, Mabhmoud of Falaki Bey trace le programme d'une politique
permsasente dn b

Anx probldmes rursux dont nous venons de parler, se rattachent
«'une manidre directe om igdirocte cenx relatifs & In lgislation sociale.
Sur cette matidre, nows avons regu, plusicurs comtributions,

Monsiear le Professour Dobretsberger, ancies Ministre des Affaires

Sociales d"Autriche, & traité des expériences en matidre d'sssurances
mociales en Barope. Son étude, rickement dooumentée, constitue une
contribution & Porganisation de la prévoyance que notre Gouvernnmegt
w'est fixé.

La Dr. I, 14vi n expost bs développement du droit social égyptien
dans Jo passb ot dans I'avenir e2 Monsicur Belilos bos moyens do relie
woment soclal ot éoomomiqos do V'Egypte.

Mogsdeur I'Tngéalear Nissel qui est un sploinliste de réputation
curopfennt en matitre de prodsction ot do distribation d'énergie
dlactrique, a déwloppé lo probléme de Ia centralisation ot de b décon-
tralisation dans cette indostrie. Son Gtods est d'ume grande utilité
en voo du projel d'électrification des chutes d'Amsounn qui fait I'objes
depals dn nombreuses anndes, de I'étudo des Services techniques de
Mopsieur R. Adlee a'est liveé dans son étude sar la population de
FEgypte & une snalyse minutiesse do nos statistiques démographiques
et conclut & ks néoessité do cooedonner tous des eforts en vie d'accroftes

|
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Je revewa du pays en rapport avee ka population et d'sméliorer Js standard
de vie des masses ”
Ie Dr. Thrahin Rackad, Chof ds Dipartement des Coopératives, & -
ou I'obligeance do donner la préféceace A notee Wevug pour Is pablics-
gion du Rapport (b Comité d'examen des goestions coopémtives, Co
documeat jette une vive lumidre sar les peogris réalishs & o jour ot
les diffirultés que rencontre ce mouvement s plein do promesses,
Monsieur Albert Dorra, rapportedr du Comité crds par notes Sochied
pout I'étude dos problimes se rapportant & Vindustsio, & teack wn
tablesy naisissant de U'indastrie dgyptienns ot ses possidilités do dive.
Joppement. Cotte étodo tris snzgestive & servi de guide aax travaus
*du it Comité ains qno de celui oréé pour le miew objet par uotre
Ministre des Finances, '
Ra rapport avec la mission confide axx Comités pour 1'étade due
probiimas actusls et de Vapris-guerre, le Dr. L Lévien s abords cectaisn
d'un point do vee géniral et mis en bumidre goedgmes uss de louty
Aspocts les plius intéressants.
Monsicur Jo Professour Byé, o inspirant des prévocopations dominante®
quint & Porganisation faturn do lavie Geonomique o monde, 3 monted
Les tendances vers une polisique internationale des investisassents qut
a poar objot d'organiser la solidarité &onomique et financiteo mondiale
pisée par la Charte do V'Athastique. 1'étede magistrale de
Monsieur Byé a reju un chalosrenx acconl dans les milicex officiels
gt priviw. ¢
" Ls Dr. B. Nasaf nous & donnié une étwde sahstantsllo d'ordes théon-
que sur la politique des échanges internationanx dont I'organisation
dans Paprés-geerre doit dtre envisagio de fagom & assarer use plot
'r.ndc stabilité & 1'écomomie mondiale,
~ Ro matibee de collaboration internationale, woes avems ith heoorie '
‘.P" Ia contribution de Monsieur P. Kanelloponks, anvion Vice-Président '
u Conseil des Ministres de Grive et Professens A FUsiversitd diAtines,

qui, dana une étade d'une Liante tenwe, & exposé les camses of Jes hu -
“de cotte guerre. '
 1éminent homme politique soaligne le caractire particulier ot com. 4
yuun de Ia présente guerre ot de In préokdente, Toutes deex e prisen- '
tent combintes avec de grands mouvessents socisux et iddologiques f
internes et mondiaux i la fois. Cela comportait do Ia part des dimo- "

craties la nécessitd de développer une toute autre politique que celle /
qu'elles ont suivies. Do lour 3t lo communisme et Jo national-sccia
w plas ngissants avee des ambitions sniversalistes ne tenalent g {5
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compte de |a compoaition spiriteelle ot sociale des mations évoludes
D'ol bo choc entre ces deux conceptions et la guerre,

T 5o suffit pas de battre Pimpérialisme allensand ou japosais. 1|
faut battre V'enmemi anonyme. Les différentes formes de déséqu libre
que 'on constate dans Ia société moderne. Et cela par l'organisation
iaternationale dans le domaine &conomique, mcial et politique, organi-
sation & laguelle tontes bes nations grandes et petites doivent collabaorer
dags un espeit démocrstique, Lo conférencier a tracé une esquisse
teda compréhensive de cette organisation d plusicurs degréa dana
laquelio los grandes paissances joueront un réle essentiol,

D’apria lui il faodrait &ablir et proclamer les fondements de cette

Bafin, parmi lea études dconomiques, il ¥y a lou de signaler cello
de Monsiear P. Demnngot sor I'imtervention de I'Etat dans I"établis.
setsent du bilan des sociétés snonymes. Il "agit d'une étuds documen-
taire ot financidre do grande actualité pour 'Egypte. L'suteus signale
Iea mesures prises ot los opinions exprimsées & 1'étranger & co sujor,

Il est en principe favorable & ene Mgislation dans cotte matkire,
mais du point de vue égyptifa, estime qu'il favdrait se contenter
d'6dictor cectains principes rigineant I'dablisement dy Lilan dos
s0cstés mancuynies.

Dana la partio jusidique et 1égisiative, nous avoss ey cing comtributions

Monsieur M. Mouskhéli, professour de droit publio, a traité de I'éeat
do silgo on Egypte ob du régime des proclumations militaires, (est
wne Gtude remarquable de docamentation ot de doctrine & 1a foim qui
met en évidonoe lo fait goocertaines de ces proclamations ne ripondent
pas anx deux conditions quo, d'apris hai, bes mesures ligislatives dejvent
satisfaire ; & savoir dtro inspirées par des raisons de sécurité et d'ordev
pablic et e pas empibter sur le domaine de cortalpes dspositions do
droit privé.

Maltre Totongui, qui est wa de nos collaborateurs los Plus fidbdes,
wous o donné une intéressants étado de droit compard franco-dgyptien
sur In saisie-arrdt,

Maitre Hanns Sabs nows a fourni dans une excellents &tude un
apergu de I réforme Wgialative ot judiciaire en Abymsinio qui, d'aprée
V'autear, o'inspi o considérablement do la législation égyptienne. Cette

tatation I'amine & soubsiter une coopération aveo Egypte dans
<e domaine.

e o

* orgasisation afin de rendre la lutte des combattants plus féconde, o6
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Monsiour Bourkser o'cst attaché & montrer l'influence do la guerre
sur lo droit pénal. La guorre exerce une influence nuisible sur la vie
sociale des peuples. Elle accroit la eriminalité. Ello autarise, toliee
et favorise des actes déifendus suparavant. Cela modifie I'attitiede
des citoyens cnvers les phésumines qualifits d'actes criminels.

D'oprés V'asttur ls situstion lamentable dans laquelle certaines
nations soat plongées est le résulfat d'une protoction insuflisante des
droits individucls imputables aux tondlances par trop libérales. Et
les conséquonces graves do ces tendances atdnent une réforme du droit
pénal de fagon & sssurer plus eficacement 'ordre nouveau. La ligne
qui dans la Kgalation libérale séparait dit-il les orimes politiques ot les
crimes do dreit commun sera fortement atténuée et il so produira un
rapprochement sux principes du droit pénal autoritaire, par suite de
in néoessité d'une intervention de plus en ples dendue de I'Etat dans
la vie économique et sociale des peuples.

Hamed Falmy Bey a donnd une étude complite sur Ia loi uniforme
en matitre do lettres de change et de billets & ordre.

Enfin Mogsiour Shafik Doas a exposd d'une manidre sssex serrée
Yéquation différentiedlo de la résorve mathéimatique dans la théorie
des assurances aur la vie,

A cos éndes, il y a lion d'ajouter des comptes nndun de Messicurs
J. Anhoury ; B. Gorden et Dr. 1. Lévi des publications de Messioums
“Léopold Jullies, M. Mowuskhéli et A, Eonns,

Jo ne saurais termimer cet exposé de notre activité sans sdresses
au Directeur do I'Imprimeric Nationale ot & ses collaborateurs nos
plas vifs remeorciements e félicitations peur la diligence et Jo aoin
tecknique avec ksquels ils ont assuré impression de motre revue,
nonotatant les difficultés de plus en plus grandes quils doivent snimonter
par les tempa présonts.

Notre effoctif & passé pendant 'année &ooulée de 521 & 551 membres
et le fonids de motre bibliothdque n'est enrichi de 200 nouveanx ouvrages,
ce qui fait qu'su 31 déoembre 1943 nows possédions 4.683 ouvrages,

Baxer Mounsy Bey
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RAPPORT DU TRESORIER 4

Messmurs,

J'ai I'hoanour de vous rendre compte des opérations dw 30dme -
sxercion social de motre Socaitd, clos be 31 dicembre 1043,

RECETTES
Los recettes se sont dloviées & LE. 1475230 se décomposant commnie suit :

% M.
{o) Subvendion du Gouvernement ... ... ... ... .. 360 — P
(8) Cotisations Membees Domateurs .. .. ... .., ... 680 —
(¢) Cotisations Membres Titulaiees .. . . .., .. 385 —
(d) Abomnements & Ia Revee ... .. .. .. . .. 24,600
(¢} Vente Revue ... Sk i Ry 4 s 13,0540
{/) Vente vieilles bmebnm Congrh By, IR Yhyes - oue 6,300
(9) Intéréts de Banque .. 4,815
Total des Recettes .. ... 1.476,250 )
Contre LE. L4T7.055 en 1942,
DEPENSES J |

Los dépessscs so soat Slovies & LE. L3714 s ddoomiposant comaimse
ot o 1

ke M.
(@) Fnud»m.a inde ot taesns frais 111,646
b) dm!m S Lo VAN 205, 465
o) Re D QR Cary et ey 144nT 0e 28,672
(d) T ot Assuramco ' e gey 37,188
(c) lm ot timbges fiscaux .. .. a0,692
Loyer termain i e ier ae ger eee 1,005 »
({) Pessonnel . iF ol g SR 1.032,010
Collaboratours Revie ... .. o0 .. 63,794
(o') Bibliothdqee ... o e 154 417
Todal des Dﬁ]m : l-“‘.’l‘

Contre LE. 13624150 en 1942, soit en augmentation do
L.E. 172,299 du fait des indemnités de vie chdeo accordies
an personnel et d'achats pour ks Bibliothique plusimportants
que de comtume,

Il y a dove un Déficit do ... ... 50,450

T —

- A
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Gue je vous propose de couvrir par prédvement sur potre " Réserve
pour Achats Livres™ qui stes alnd ramends de LE. 620,998 A
LE. 570,539.

L~ Budget qui vous est soumis pour I'snndo 1944 prévoit, par suite
do certaing travaux de réfection de I'installation de deainage —- et
d'achats de livees pour la Bibliothique, un déBeit de L.E. 80 —, que
Rous nous efforcerons de diminuer en provoguant de nouvelles adhésions
de Membres Donateurs.

Je vous demande de vouloir bien approuver bes comptes quo je viens
de voms soumottce,

Le Trésorier,
I.. Yax Dasur.
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RAPPORT DES CENSEURS

MEssipURs,

Conformément au mandas qui nous a 66 confé par votre Assemblés
Générale, nous avons vérifié lo Bilan qui vous cst présenté, ainsi quo bs
compte PROFITS et Penres pour 'Bxercice arrété an 31 décembre 1043,

Ce Bilan refilte, selon nous, la situation réelle ds totee Socséed o8

wous avons Ihomneur de vous engager A spprouver les comptes tels
qu'ils vous sont soumis

Lex Censewrs,
Iscaxoan A, Doss.
Seusm Asix Havpan,

Le Coire, I 25 fdwier 1944,

Trp Patiosnde lll"—l’“-l?l.;;
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