-people.
‘states have done, so far as their policics
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Unper THIS title The Economist has re-
printed in pamphlet form a series of
articles and letters which have recently
appeared in its columms.
agree with the conclusions amived at we
may readily agree upon the importance of
the topic. It is frue “ that the mass of
people in every country rate full employ-

ment, and the security it brings, higher than -

almost any other political object. If
liberal democracy is not compatible with
full employment, then it is liberal .de-
mocracy that will go ; and plans for the
futare will have to be laid on the assump-
tion that the principles of Fascism (or
conceivably of authoritarian Communism}
will win the peace, whoever wins the
war.”

The first question is whether it is possible
to ensure full employment for all those who
are willing to work. To this The Economis?

_replies that the war has given additional

and emphatic proof that it is possible, but
“ it has always been known that full em-
ployment could be had at a price. What
has once more been proved in the last three
years is that it can always be had at the
price of war. But.can it be had more
cheaply 77 :

It is, however, a somewhat misleading
metaphor to say that full employment has
been had at the price of war. In an
econosmic view the price that has been paid
is something different. The price that has
been is in wages. Some people it is true

. are earning higher wages than in peace- .

time but they are paying ~directly and
indirectly much higher taxation and many
have been putting large sums info war
savings which are paid out again as wages
for employment. Many others, and this
applies particularly to men in the armed
forces, are receiving less wages than in
peace-time. .

In short, if you can reduce wages
directly, or reduce them indirectly by
taxation, you can always employ more
That is what the authoritarian

have created full employment. That is
one meaning of the choice between guns
and butter.

It is in this sense that Lord Keynes is
right when in his General Theory of
Employment he pictures the merits of
pyramid building as a means of giving em-
ployment. Moreover, if the pyramids can
be built by slaves the problem becomes
even simpler as they need be paid nothing
except food and quariers. ’

But why trouble to build pyramids?
The Beveridge plan omits that feature
entirely, It takes part of the wages of

"those who are employed fo give to those
-who are unemployed and without requiring
the unemployed to do any work unless their

unemployment lasts a long time.

This is pot the problem of unemploy-
ment and its solution as the ordinary man
sees it. What he wants is the opportunity
to produce something which is wanted and
valuable and which will out of its value
yield him a wage and not as a subtraction
from the wages of someone else.

What is the cause of unemployment?

. According to The Economist virtually every
- serious minded economist is agreed that

% n Aameaccinn  Acmre whan the rom-

Whether we |

‘started.

to buy-the whole of the output of which it
is capable.,” If this means that in a
depression the community does not pro-
duce the whole output of which it is
capable, and as a consequence spends only
the equivalent of what it does produce,
then it is certainly true; but it does not
give any explanation—merely restatement
of the fact to be explained. A few sentences
later The Economist puts the matter in
another way. It says : “ But from time to
time communities do get into depressions ;
they oo spend less than is required to buy
their output.” This appears to mean that
they spend less than the output actually
produced. The reason for this, according
to The Economist, is that “ The community
is trying to save in money without saving
in real terms ; it is trying to enrich itself
by amassing claims on itself rather by
accumulating physical property of lasting
value.” Unfortunately no reason is given
why the community should act in this
irrational fashion. In any case it js not the
community which saves or which invests,
but individuals, What is it that these
individuals do when they “ save money
without saving in real terms ” ? Do they
put their money in a stocking or bury it in
the garden, or do they put it into the banks,
building societies, and other investments ?
Surely the latter. And what do the re-
cipients. of these investments do? What
queer impulse would induce them to agree
to pay interest for the savings they receive

and then keep those savings idle instead of -
. productive 7

There is one case, and only one case of

_any significance, and that is in land

speculation. In that case am actual physical
means of production is held out of use,
and production is to that extent curtailed,
The reason is that where land is increasing
in value it may often pay to hold it idle
and sell at a profit, becanse the holder pays
neither rates nor tazes while he keeps the
land unused, nejther is the appreciation in
capital value subject to taxation.

Apart from this important matter, which
The Economist does not mention, what
explanation can be given for * savings
being in excess of investment.”?

However, et us assume that this is the
explanation. It amounts to this that people

save, ie., refrain from spending money on

consumption goods in order that their
money-may be speat on production goods,
but somehow the second step ‘does mot
happen. How are we to correct this ? The
Economist says that there are two ways.
The one is to give people more money to
spend on consumption goods, and the

.other is to give them, or the State, more

money to spend on production goods. The
first altermative would be an attempt to

frustrate the object people had in view in

saving, and to give peaple money to spend
which they have not earned is a policy
fikely to have dolefnl comsequences, and
one which it is difficult to stop when once
Hence The Economist prefers
measures which will lead to an increase of

investment, i.e., an increased purchase of.

capital goods. )
The method which has beer popular in

‘the past is public works but these usually

result in roads, parks, public buildings and

‘ather canital assets which are not dicectly

man who has saved all his life cannot live
on the magnificence of the local town hall
or on the smooth directness of the nearest
by-pass.” TIn fact such a policy tends, as
we have already seen to tofalitarianism.
The Economist therefore would prefer to
see “* that private investment is kept steady
at a high level.” In other words, in its
opinion, “ the main endeavour of a Full

- Employment policy must, therefore, be to

maintain a large and steady volume of
expenditure on capital goods by persons
and institutions other than the Exchequer
itself.” But how? One method is to re-
duce the rate of interest (by which is here
meant the rate at which money can be
borrowed and not the rate of return which
it will yield when it has been invested in
production goods). The idea is that the
preater the difference between the rate at
which money can be borrowed and the
rate of return which can be obtained from
the capital goods for which it is then ex-
changed, the greater will be the induce-
ment to embark upon new enterprises. As
The Economist fiself observes that it would
be * unwise to place too much reliance ™

‘on reductions of the rate of interest we need

merely say that in any case reduction in
the rate of interest must reach a limit unless
the State embarks upon the course of
printing money without limit with con-
sequences that are well known.

One obstacle to investraent is the appre-
hension of risk, and the trade cycle itself
is a great risk. Investment would therefore
be encouraged “ if the State cowdd firmly
establish its ability to prevent cyclical
depressions of trade.” ‘This, however, does
not provide a solution but an example of
reasoning in a circle.

1t is sugpested that much could be done -
by way of taxation. The allowances made
from the income tax liability of industrial
companies for depreciation of plant could
be increased in bad years “ provided the
whele amount were spent.” No doubt the
amount would be spent. We should all
welcome a reduction in our tax Hability
upon consideration of spending the amount
remitted. Nothing could be more popular,
but would it result in any more employ-
ment? If the State needs the money, it
will find what it loses in this way in some
other way.

We are all in favour of readjusting the
incidence of taxation and one very im-
portan{ question is whether taxes are so
1aid as to encourage or discourage produc-
tion. But this is not the point with which
The Economisi is concerned, because that
would lead to the conclusion that bad taxes
should be reduced at all times and not
merely during depressions. Morcover the
depression must already have arrived before
this proposal can begin to operate.

The Economist supposes that at the price

- level of 1938 the requirement for full em-

ployment was that about £1,200 millions,
or about one-fifih of the gross national out-
put, should be spent on capital goods. It
is not clear, although it scems to be implied,
that this state of affairs would have to
continue indefinitely. Apparently there is
nothing queer to the writer of these
articles in the idea that we can only be
fully employed and happy if we are en-
gaged in accumulating a considerable mass
of additional capital. In other words it is
asserted that if we are to be fully employed
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be directed to producing things which we .
cannot consurne and the only purpose of
which is to epable us to produce more at |
some time in the future. If this is true, it

. is high time that someone propounded an
argument capable of demonstrating so
remarkable a proposition. Meanwhile we
wonder how it was that people were able

to obtain full employment under com- ;
ditions in which there was little capiial and :

little annual addition to what there was.
The Economist admits that there are
dangers in the policy it advocates. One is
expansiof of bank credit, inflation and
monetary instability. It says that * some
instability in the value of money may have

to be accepted as the price of stability of -

employment.” But what if instability of

money should cause instability of em-

ployment ? Is that mot possible ?

Another danger is that there would have

to be *fairly far-reaching control over
international trade and exchange.” This
would be * necessary to prevent a flight of
capital : it would be impossible to regulate
interest rates or credit policy by considera-
tions of the balance of payments.” The

Economist adds that ° depressions are

worse saboteurs of international irade than
any tariffs or quotas,” Has It occiured to
The Fconomist that tariffs and guotas are
causes of depressions, and that if they have
to be kept in existence in order to carry out
this so-called full employment policy, they

may very well cause more unemployment -

than they cure? The Economist suggesis
that the trouble can be avoided by the
“ working out of devices by which mter-
‘Dational trade can be kept under control
without being restricted.” We shall be

interested to see the result when someone
has worked out the device for reconciling

the irreconcilable. Meanwhile we sub-

scribe to Abraham Lincoln’s belief that a |
nation cannot be half slave and half free.

Another danger admitted by The Econe-

'misr is that these policies will lead to .
* economic ossification ” which we may .

add would also lead to unemployment. In
fact the plan is likely to lead either to
“inflation and still more violent fluctuations
of employment, or else to monopoly,

restriction of production and chronic un-

employment.

After all what we really want is more :

production provided that there is equal
opportunity for all to take part in it and

to share in its proceeds. The production :

that is wanted is of the things which people
need, or of things they can exchange for

what they need. When The Economist can

tell us what prevents such production from

taking place, it will cease to tell us that

the problemn can be solved by employing
people to make what they do not want.



