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THE DEFINITION OF * INFLATION™
ny =

J. 1. CRAIG, M., F2A5.E

* When T use a word," Humpty Dusspty said in msher a scornfal
fome, ¥ & means just what [ chodass it to mogo—naither mors nor Jess."
Throwgh the Lsoliny Glany, by Lewiz Carell

: I N‘sxﬁpnlmr peaders wze Imaze interesisd in cats amd dogd than
inflaties o] delatios.”

Norman Smith i Werld's Press News, 31284

The programmse of this Conlerense includes as it first ftesn ™' A view
of the idlationary trends, e

Now the List Ministor of Finsnes (1) sssired Parlissnent kn ks badge-
tary address thas thers was no inBation in Bgypt * in the technical
panme,” and the present Minister Bas alsy ssyured the Chamber of
Deopation, through a colleague, that inflatson is the sense geneeally
smployed by ecomtmists doe not exist in this country, And the
Finencial Dommittee of the Semsto has reported that there s no
inllatson in Egvpt The Presddont of the Bosrd of the National Hank
af Fgypt bas todd his sharebolders that thers ks hots no overcreation
of bask erodif and Figy |juﬂ'0qrmg l.’dj' Grivernsaent 1o oOver o bﬂdgﬂlt}'

deficit anid benee no inflation. -

Is the sonselimes amasitg snwwers given by the members of its Brains
Trust to the posers of the British Broadeasting wnﬂ“‘ Peofesir
C.E. M, Jead has sarmed tho diverting repritation of prefacing Lis mnawen
with the phrase’ 1t all depends what you mean by . ., - But Frofessat
Josd is entively justitted, snd the eaveat i nowhere mote neorssary
than in Ecopomica whate eopsmon things and commen lasgunge l:rim
the matter and oquipnent of what & or hopes to besome & procssn
scionee of thought, This word * iflatien " is a case i point. Rafore

OF As st April, TB4L.
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57 LEGTITR DO TESPORATSH

we atirs disoussizg ' inflationiry teeads” then, @ will be well "to
utiderntand clearly what we mean by ™ inflation * its vorb © inflae *
and adjective = infatsnary .

Aveording to iha Shorter Oxforst [Metionnry, the woed inflation comes
from the Latly werle infare, to blow up, the partscipla of which is
infaium, blewn up,  Originally, i Baglish, the ward inflate mesnt ta

< ooy ot on 811 wish wind or gat, W wtill inllate a motor-cnr tyre, Bus
I M ninetennth contiiry it onma to have a meaning™ to kwol] oe oxpanmd
aetifitially or umdily."  Awd the prosest writer fels that this nuance
of artifilalty or oxeessivonns in imhorent in the wornd,

Wo have

plemty of waeds in English whish deaota simple inrease.  Frotesan
Haolf. nugmentation, exposion. ise, addition, extension, with iy
eurtenjiming veshs and sljeotives, are some of thoan., Wa ShIny ey
poecision by retuining the shals of meaning of cxomsivensss, ind iy

- W emd whes an eecnounio definition {e affared, wo shall try to retain
this avon.
A4 the wxme thme we st concede that afiy writer v speaker is/ab
Il.hu'h i lﬂuhi; own definiten, providid that Ko maker clear ta his
I‘ﬂﬂﬂlll!l-ﬁlm*h-t that lefinitics la, and that Lo always uses it iny
::z.-!oa!ﬂ,wglwm cossciously or womasinmly dttahing to i
Mhee cognzte ar — w eunstant £ — dmwing from his
ows dofin ﬁ.mmﬁﬁp thas follow md:mm -

Before sttesspting o dafimition, howsver, we miny b sxsie ki

pastagod B aboow’ Beav the woed iz wead by Enjidn wmmﬁm
paarch cannol pretend to be exhagetive, A% b haa Been oo finsd by the
writesr's owm Uheury, or to suoly works s ho has bess L
short notice and with scanty lebsure.

Tha Shorter Qxfond Dictsonury ctes Kinorson aa saying " Wy fiflaty
our currracy.” in the semse af “increass U usduly ", of i y
quotes  Gladstane as spesking in 1531 about “ an inflated satq -
dfinstions of inflation - _ ey

“ (1) The sction of mBating with air or g ;

{#) The conditien of baing so nfsted | sl

(3) Incroase boyond peoper limits, expocially of pricss, the iseys
of paper meawy, etc. . . (1684)."




I 1 CRAIGA<THE DEPDSERION 4F ' INPRATION Y

Zir T. B Gmgory, weiting of Tnfalicain the Besyelopesdia Bri-
tannicn, starle by defiming fufatson s ' an abnormad inoresse in Abs
quantaly of parchasing power,™ _but Intor in the mume nrticis he wses
tha woed Lo mean ssmply " inersase of the volume of fioseer.” and he
charseterives the lnoreare of prchasiag [rmEs an |3-piuj = cliie luulllf
to govermments and business mes,"

Mere & anay st e ot of place 1o point ot thas inflation deaotes
DYy an  action o |incaes sinl the state ar comlition® that results
frean that activm ne peocsss, TheBlating, its sncoiem, of tho othes
haesd, seons mainly o conmote sz atlionor i val, ik Ha s
B denote 4 sbals 3 ol exeludel. thewgh Bins,

is tho vy cxvelbont neticle an Ahm Eh'::l'ﬁhilf‘;t'i]"d ﬂ‘gM[
foiemees, which sboudl be raad iy s whe iledives & mmw'b'l_wgu\‘a
vie of the suljoct. Profesewn Warvay Rogers el laster Ghmﬂkr
state that the word ¢ mit come into gl ase sl the (Fivel)
Woeld War, They go en tosay " Bven now the nussnisag which ao
eooaomnitt associates with tiess (¢ inflution ® and " deflation ) apt o
vaty with lis gewral ¥itws  ceguniing the mm-ouillqﬁ:l
m

" Botte nre the wonls by cousetion with uxpansmm sa L contmcaen
af the currency only | others, with s batter kuowlodgs of banking phoaae
fisenin, oxpaiud them o tocade priomarily oredit imovezmaia ; sullk gtlsers
it fheir application W cueesey and eedit distarluseot conseoted
B or loas with yirke inovarents mots of b geitad and vialest"

* Aoy sonociate inllation asd deffasion abuve alb wish the imaveiienis

of forvign exrlangy, and enmmpaeatly ars inclissl to sidiznls tha e

of o golhl intlatise, however peest the scoompanring erafis, sarrsecy

Ozl price oxpasson.  Fimally, thero are in the Unitel States sama

who insiat on bl the definition lrgely o thy lquidity of banking
namats ; indlstion: for them increases wy ligeidity doslimee”

& Porhaps te g Milqum ibefinision of inlfation is that
Bt s dlie bsawe of too muel mitoey.” Thesa authors polub et that this
definition saines the question of the wiemt or useesary smosal of moasy.

* Marheemteally e joecss will Yo spesifiol by & e, bt the casdition by
a definie smbagrat




= L'ESYPTE CONTREPORAINE

This poimt i implivis aleo in phrasss where the words * wnduly.”
= paoper Nutite ™ s samilar gealifications pre wsed.

For Professor Tausaiz, in P'algrave’s Dictionary of Political Beoaony,
kntlation 3 au ™ exeesive supply <F pager money not redeeimalile in
specie,” amd his ilbsstrations are dbmwn foun Bnglish aml American
ong guried inflations in this sense.

Tmfiewct Murshall seenis to. fight shy of i woril . thowgh i Prin-
eiples h writes of ** mflations of credit, which raise pricey anil lower
the purchasing powee of mover for the time! A fitthe later op 2
= But very seon the indlstben «f oredis subsides. sl is followed] by =
Meguensions : peives fall. and the purchasig powsr of mosey rises, | |

The high sardas of mones wages, sttainnd hwring the nfation, ote'

m“h‘l 1l poani B0t She worl : He apeador of " jnersyse {of
Py} o wpecslalive  periods™. My wressing the part playel by
epecelation In the influesce of cosdit o prices he woslhl appesr to
vondiuse an el with 2 exnse.

M. B Bobinsm i Publie Flsonoe writes of the winting  of
incanvestidde potes miul the fssse of Treaplhey Lill: ¢ “ﬂ\:]'l.' m;ixh
mcreased the Mpply of purehssing power, wnd e rosel! b milsting
Frees wan |:l‘l'l|ll|,I|J' mﬂd‘u‘emn 77 poes o BO’M_'- * while 1he jll‘ll;ﬂ!',*
of say gevernimnont whiddi (nerossed purchasing powwr was & dontel-
butoey faztar the ot gl avolance of inflation woul not have
ket dts priee.lovel stalids, eo..."" and derwies & seetion G the distusaion
of the* Cost of Tnfution " Tn this e torm infiution sevims t b
weed 12 peaning simpily the creation of incnseed praselissing power.

iawirey im Cwrrency amd Credit writes of © eredit being inllated ™"

amal to limn ™ isflabion mesas a too free ceeatbon of oredit,”

hee sleo virites of " priees beimg raisod by the mflation of the curra_nqr,"l

Kt s perhogs patiarsl that & writer in Brglund, where by fur tha greater
volune of coonmsercial franss<tione takos place on o basking, e o
credit, aed pol an a cnrtesey basis. soukl gzl apecinl amphars to
the folo of cradii. Bo we faed Di, Walter I.enl'. scholar ol hanker,

writing in Banking that * The geat danger of i§ (s psper eurrency) .

is the ease with which it cam be usel for nn artificial inflation that
i an increase of credit bayond what is nesdsd for the noseal cesdnet
of Business ™ and sgain ; * It (the Increass in bank cad in 1914%)
is & elnssic exaneple of infation a3 carried cut by a modern governmest

for matiosal purposes.”

-
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2. 1 CRAIG—FIE DEFTRTHON OF © petariox =

Sir Henry Strakosch talks {in the Proldan of Gald) of cconcanizing
gobd aned weing “ the smaller bose of gold fo build o Bigger stroctare
of eredit, which same people may call inflation, Bot which is not s
fintion im teuah, so bmg as the fevel of prices reimains stable.™

Of Tudin, s country wliore eralit sitrsiuents ave mat the swne
vegoe as enrrency, Mr. Finllay Shiveas (fafion Fianoe oud Banking)
writes ss follows : ' The iles of a suppigsof the cirenlsting medinm
i exves of the prowth of busimess is wsunlly Enown as  fnilaticn,”
But he also rocommizes the [illiiu"r.‘ of eradit, for he e Dy C “ When at
n given price Jevel o vounire s civeulting neelis, casli, coin asl potes.
@il doposit ewrrescy imemoase relatively 1o teade oeeds; inflation is'
Wil to oeewr” Again, * Governsvest asd the Busks (i Dritain)
by thia eredis oppraliom inerenesd the amounl of cnrreny, asd if Ehe
mreaso in the volime of gowls wes ot s mpid then flation
‘ll“ﬂlt‘_n‘u]-ﬂ

In ™ O Moy vind the Ssoti = Histley Withers gives o tnzaly se-
niniler that thern confd be o geseeal riae in prices withous as increase
i the volumeo of currner,® if there wis s deorease in the production’
of guoede,

Professos Gatifriad von Heberder, i the [,mgﬂ Of Nations [Iﬂhﬁ-
vation  Prosperity awd Depivarivn writes ' The tenms * nxpatwion "
prl Ceontreddom " peG sopseliones rased in the ]’lll!ﬂ'!" ]wmm‘. T
of expumeion amd atiaction of ersdit or mosey. Wi shall ase them,
wiverm un ntler meaning i implied by the context, to denote the curmplox
phenesoesan — exXpansion and contrsdion of production sud wm-
ovment ples expansion and edfiasiction of the circulating wiediim,
¥or the lif!l‘\‘}_)' Jofmbiry ddpott, o shpll ".,u“l]:( ""“I"*'.'" the berfus
_‘"I'[lﬂﬂll-iﬂl " and * dellating,'

K. M. I Lopd in Stabilisstion writew of * Crodit imflation ™ 1 of
= the yueecesn of inflntios "] and of il eredtion of Tresh lmmhumg
prower by the now famaliar metliods of inilatioe — '#’ peanting oF
paper monay gk Government loans from the  bads™ Mo lutér om
;l;l_m.*tl“!l " dil])fﬂr L] li,(‘“lﬁllﬂ, the CONATAFY prhompio.

Robwrtson szl Casnan, in thoir beoks with the sane téthy, Money,
like Marshall fght shy of the words inflation and doflatson thomgh
beth give chear aocvunts of the proccsses. Nichalson in  Fefation

B Sex alea \he quaialem Prosn Cueel on H" <q. ¢

s B

1
|
l
|




W ] LPATTTE CONTRMTURAINE

Tdefines it for s purposed s npehing “an abmoemisl inereae of
-m s wigrsation it 45 & monetary disease,

?ﬂ)&l}r Brevianl Tarvoul in bis masuesty ﬂndv. OF e Bevmanning
“of Diffation; sowhere scemn to defimes the word, i plumges sir: w,,l.l
Biito A wubject on kis Sret page wish the romack that thio lueroagn
of tha ciroulation of Reichsbank notes by nzore fhan two willinnd
Wm Jllt)"* ‘Ni 1‘.‘-8_11,:. ]ﬂ“r I!llﬁﬂb\'ﬂ A moasstary mﬂaln il
bl wns wishont pracedont in hastorg," i fe visis passin (e
pMiTl “isflasion of smrremcy amdl oredat * Adthsugh he oy g
‘attaeh the dpithet undwe wr wanecessry 1o the egtentation of
mmhn isnteimenty, thite seotd to b sn implied intentiog thast
hm st ba w read.

iu-my to vomn (0 Kaynns bn The Gewersd Theory nf Bogpbaguiesg.
Entoenet umd Mooy, wo flaed an original wiew of inflation, roconill gy,
hivwevor, with the commen Boglish wsage, Ho differentisten Dedwpery

¥ pemivinflation "' ol free mfstion.” Bait & weomns to thn Preseng
WM & lbwktor m&”{ woild be betweon kil ™ g
“pomplete * infation. *

" When ;[uTI umployiment in teachod, any attempt to ineroase Ikyvest.
want AT Furthar will st i n tendenny in fionny prices 6 rive witlng
limir, [mpu‘;!rwl of the maanginal popeisify o conistis | 16, we aliy))
hﬂ“ W-’lﬂ] a mw af trne inflation. up {0 thin I'-_ h!. Llw\ “-yr
ristug peioes will o dasociatml witl) oo :nmnmrg apgrogate inoomy,
Aul Inter, ™ TWhah o futrthes Locronse o the quentity of effnetive donasg
pwlm o fsrtlior inorcase and cntively spends sl on an incrensy
in tho ceutamit fully preparticese to el ibepeais (i efective dotrng,

wo Bave resabind & gondition witich might be nppropristely dmlmlﬂ.] " |
an one of Imn infution™

“Blewhiny ha writes of this as being = abwolnto inSation ™ nsd’ sy

ehat  the prints, where o Tarther increase in offective deimand i gha
terms of money id Hably 1o catme 8 dissiitineoun rive in the Wilge-
wal®, might be decrusil, . . o be pasithons of send-inflation,”

The proseat weilee doabts whether the sdeal cowdi i of sbeolygg
inflation pastulated by Kaynos cen ever be resched, Joough the ifog
I8 & usefal oss ¢ giving & limit towands which pwh tsan will gend

asymptolfally,

. e Ly . %
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3. 4, OFRAK)—TNE BERRITION OF ** INFLATION " AT

e i i

Whaot emerges froon tlese cliations ! To the writce §t sppoars
that the majority of these Eoglishseziiing ceonomisty 1o the wend
“imBation " s 5 senee 1Rt implics cterdane of parreney or exedit.
But this reives the poant—aleady touebed wpon—What s suffivient
vl it tacre noe {oes Lhot euffe oat isge of eurrency or eeedit 1 it
wortiin  disirable to seok a definition which will avoid the quesiion
beging epithet ower. This being so, the llveing defimithon of e
wonl is suggesked

fn,tln:ﬁm W ila o) e e whieh the swcrvman nj oy
Vhatreewenty 4 grepertionally greaive tlen e cerrespomling  ineremse

of eranoic goade,

T & socnesd sons, inflabson is 1he state 1hal urises e a -.‘nnui]lln'm"!-

uf fhie pavees=h,

-

That definitinn compliva with e requiressaits of & gowd deBnition,
narsely that B aboskl be msde Dy petinn and difforenie.  Laflagion
is an n.‘mranrﬁiu porcenr,  What kirod f procese T One {s which the
augpug of goods ks low ﬁmpa-mully thun the iprsesse of oaney.
Vs aesdila wey need o snvaking g qog, 11 3 dynasio o ihat it
congpares the ineroment of gods s againm the dneromont’ of sy
withs the piatus o, Amil it las the welvmmpnge of admittiog of mathe
patien] pxpression, So expressed. infisrion & sncn 1o ho nothang wers
than o namee for the stale or peoesss of dimiylsbing returne, when the
tacter of purchasing powss is the Indepondent varialie, snd svonsmic
woodds the depeanlint,

Tt & poroonpd that thy weh of Vb word * inflation ™ showhl be nes-
tricted b0 the aboye definftiog, aned hat saledivivives, due o main of
imphusined canses shoubl ke donuted Ty adiding forthser dafining words,
" inflstion due 1o iecresse of golil,” ** duw Lo government fusnce.” ole.
Purthee, that * infation ® e ool weed when " slee ™ ummﬂd aa
* rimn h@'m" nor whes * sigmeedtation ™ s mesnk, e
Ltion of ceedib,” = incriase of ournmey.”  IF i u-lm!l:plmhnlo
the iden oF exuessivuniss, this can b ennvered by aiblig an adjoctive

w due,” *abmormal” ! excesive, * mpid.” ete. “An inerease
of qusiency acctmpanied by o vise i prices indicatad thaat inllation
seas ab work 7 woudd be o defluite statemot wot sidmitting of misus™
deestanding awd vl beggimg the questivn, as woald e i phimse as

¥y infation of the currency aconmpanied by an imflation of pricos

indicated that inflathomary provesses were in operstim.”
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4 L'BAYFIR CONTESLIOLAINT

The definition hss boen confinal to ~ inflation,” but it moedifica
tion to givy & defimition of the antithetic process of deflation is obvious.

Moreciver, thie definition a:lmiss of subdivisons of inflation as diffe-
rontinied by e cause. Thees is inflation caused by an sccesion of the
yrenious metals, o hoppenod is the Sixteanth Contury aftor bhs conguest
of Mexicn and Peru, and by the discovery of godd in Califorpia azd
Ansiralin in the lete fifties of kst cemtury, Theremay be inflationenused
by the mBux of foreign vapital, as happénel in Baypt duting the sixtios
o soventing andl agsin in 1000-1007. Thore is Enflation due 10 the
expansion of lank crodit dering & boows.  And Gnafly, thero ix the

flation tansed by the Bnaneinl operations of governisests, ssslly
i biane of war, thio senen bn which e preseut aned lass Egyptian J,ﬁm,uq:‘__
of Fimence have sved tho word,  Try Use vetse that the prestit sngesnues
Ecrmese of purchasing power amed rise i prices i Bgrpt & in g Wiy
dup ta Hnencal operstions of the Bayptian Gasermment, thuy wore
pight, and in the sewse that this phenotienon & mot due ta whiywy ¢
lank croctis by hanks in Egype, te President of the Boan) of g,
National Bask of Egypt was mght.  But it muy Be paintal out jl.
in neither case is the epumorsting of the cxnpses of inflation exhanitiy,.
This memerascdign, however, is concarnsd with the meaming of g5,
woed * infation " sl she attompl 1o fisd g seiestifio defindtion of thn
FegsEn,

Im this sme there is juflation in Egvpt, Meseamh as 1o it
eanse i another story, '

Appomled By o mode Ly M. Minest on the Frenel usage of
And the mathanstical exprasion has beon redopaied o an

'III“ tl’ll’iﬂ_
ippessdin,

—

Note by M. Mimest on ke French Usage of * Inflation

Lo et = matéon ™ diait aetrefois un terme midical W snpplaqiady
3 Penflure des organes.  Comane tel, il o dispars de notre lnrgde ot
lo New Oxford Dietionary o raison de lo donser compp * u-h;;.m;o.m

.lllu; Ce maot est repars dans le vocabulaire joussalistiquo o Sape.
wmigue depuix Vautes gueers, sous Visflesnce de Vanglais 11w cergnj-
Terpk,

Sori sens w'est dome pas tris cectiin; oo tout an moins, jo Bl py
frosver comane réfrenee, des auteurs connuk. Yous devees dopo voigy
eearbemiter de o8 ipso e salx oo crods svair,



r

2. b QRAIG—TIIE DEFESITROR OF "ANPLATROS © il

= Taflarivn :-u,tu!m 5 gl‘l||(t:| .m.,.nwuwm iz migmes mondtaires,

Mais. en termmo 7' pas taedé & presstio e Franeo, wn s b péjo-
mtil {et vous comprenes posrques).  On a dane ey une tendance 4
mttackor 4 oo mot la nobiom de papier-usennaie Gmis par Plestitut
A Emiaian wine astre giraptie que celle de UBas.  (Foir notanvment
be petie P'ricis e Sciescn ot Législation fnancitres de Lo Trotalss
Dalloz)  (less dans ce seas qoe, peconnellensent jo eniplode génd.
enlmpunt.

i jo dis " imtfation 7 je ponse @ Vacte atbitesicn de 'Brat qui
eree odi Ly munnaga.

8 jo vewx expeanet le falt mabarel 'ume augmentation des igues
monétairey, jo disgi: * Vangmentation «des signes meenddaines " on
jemplolaral b mot © mfstion” waix en le fuisast suivro des mots
“ des signes moouctaires ™ 1 dome inflation ded signes mondtatnes (on de
I eircnlution).

Quant an mot * stabilisation © nous enremboms davis le miann sens
que voun : aabdlimtinn far eppovicien any yaritsans de oy dea
changes,  Mais phan pensons towjours, dars cocan, & ko™ Joi mossdtaire ™
qui, en modifiant 1y difisition do sotve monmale od Jes nonrs Ses changes
sond limités pﬂ les Gold peints. (11 Gindra’d inaimbenant révises cettan
notion).  Las * Joie ™ de stabihisation en Frasee (Potnoprd, I!uynwal)
sant b oo e iffvalustion & wn niveau ob 1os cqm ‘raib poaiie
obbenic un change stable

Muiw, comsme ln disait un dis Ies anciome. ' on e stakilise pas une
Tonsse, mne nomngio s stabilise.”

Profossor (lmslay Cassel's view is suthoritative - —

" Upper ibfprdclation de fa valour dlo ls momnsio canste par son (usitisd
trop abogdanta e colte mosmaio et enmEdmest nmw#-v Dinflatios.
a1 1|y # pas ravetd e garchiandies, s Rausedes prix Innb-étm
oxpliuée eotnme [0 résaltat de Pinflatios. S les marchandises

connfnencent A s ruzifer la hinusse des prix ¢'intensifie. Maix crtte
pansee additiomnelle bee [rix pout fize comsiling comme lo pianltatr
d'upe quastitd tiop shondante de o mwonnaie ¢ par commbguent da
Finflation. Dans los deux cax, e carsctive vosntial de | inflation est
la (uantits trop abondants de la monpake ™




mmm

A ﬂ‘@_d ke :lfmuliun of "inNatien ™

it b «#!ﬁnmﬁngruu the walpur of * goods © 00
e o A wxinting ratio of gooda 1o roney,
-@_ 2 Ty hm&h'hm i duflond an lullatan,

o eipromion or ths ity of * goords* in whick
J;hﬁﬁ-m'mnﬂc.nﬁmn o of ukility,

e speussion. foe the amount of ™ snoney ™ is
wlymhlma hmm.:m;:,
mm::ﬂhl,ewmﬂmwh o

+ a pracraline m-w- of e pesiiovel, msi
Ftln, M of ﬁhturulm al m;r

h‘-—-&uno 1@;-Hr e T I I T . ‘I
i equation of txchhnan nn‘] the ale ﬂuﬁa‘
2 'ﬂlﬂ h is anflation & T :

\' i ||I = %h ‘ i {2i
This axprwedon way ks toanadoriod s

a0 |
Q; ; '-:: < _-’ Lo e “.M |

WhMWMIﬁt&ﬂu: ity of govds i
parchasing power i bess tlon umty,nrlnmm’r( i

. d ~ A
, .%_ L3 ? dhener e iyraanans Y

Mmmfhommhwnuhu
H&nin pud-nnzm Aned e °‘lem::;t -

!
el ' -F —ﬁ'—- o e --_-.‘m =




A T OnAl THE DEFINMOS oF ' anriarnox ™ a5

R

wiich admits of the interprotasion that she time-mte of increise of
goody is lese than the mse of knepeese of woney, esch mte belug pro-
portinmate.

Frem the eqastion (1) by taking Jogarishms sl diffsreastisting we
bk

. o 4, o
@, 48 o

= e o e S TR TP T TR T

Q N T

Daring & period of inflarion, S0 is e than M/ 0. s
Hemeo it follows that dF(F s then grostes than dF V.. dT)

i gemezal the velocity of eirculstion is omstant or changes vory
alowely, it whick case we anay verite f ) emo, el l&m:ﬂ"f?)ﬂ. ----- (8
which, alpoe P [ always pasitive, mosns that there (s an incowase in
prives during indlation s defived aliove, The rase of intense mlm
Inmrawr.w{u:u the vulovity of ekrenlsthan d‘mwruuw—uﬁow _
vupidly, requines closes exnnEnations nupplliu'l.’ by mw dih.

‘"

e e P, EVEROYMERTY

i

e — L

* This |s dewe tven when ihe wicdey = net condani, provaded it h.lm
! ﬁhmﬂ;ﬂqﬂlhmvhmhm _
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| The duagras ([Ruteates the above amalrsic, for tho case when 1 s .
| m Bj’ ]!l-thhh ohesies l:l[tl_l_u'l it of Prics, .“ng-} anid Queantitv,
wo may peske 1 oumity, Tn that case, if the abscissa QM represents
" Be anposnt of maney, sl the ardivate P the cutpat, thies PN/ON <
tho price, whioh is then the tesget of the angle PON.  Aa prices fall,
- thix angle dimbnisiues, wud thoy rise as it inoreasss. A8 A and 5. goorls
ure fheressing fastor than money : we huve the process of jmereasing
tetarn. At L, whore OL & a tangunt throngh the osigin to the
ourve which roprassnts the imarch of affades, there is Teninentary constant
mm“.‘l heymul L. Ehe law of sucresing return Ty st i‘ﬁ. S TL TS
is nod inerosting s fust ax noney © thees s inf@ation,

15 wo dvaw & line WW the maximuns possibly antpest of
community. (vobunis of parchashig poover boing tha sula hﬁ:ramh:t:u
variable nteoduced) then the carve willl in tho weitapy ﬁplﬁi'm . i

- .{”":" h glis Tine é‘ywlmlm "'I y-.:o ;gn. tale of shaodute inflans 'n-"::;

e¥nms. indicated anaiytically by JQ = o s shat 300

vaniher. il ke

It would overlusl this nots bo paesios the anavisis further, by the
aithoy hogpos to e alile to dla so ebwwhere with & statistioa] o pplicatic
' 1o, setual affuins. =
Pontsecipt —It  hael besn origially iitended 1o sy
Ineaning of thos mseh abissed word * stobilization,™ Ty e i
. all bankess stabilization of o currency means ssch ‘rﬂ-ﬂfmim'li vy
the relation betwees the currency unit of ano couutey g t.l-m of
snothier ar gold. that th mintian (e rato of exilangn o hat of
golif} is vither constunt or vares Within nartow fimjpe P

Yo others, wl-.ghly to stodents of polilical selnnice, wtabilizat;
" Ipng

of the geseral lovol of prices is of grestor humag i
that of forign exchange. B Mipoctance by

also ghy

P
J.; '.- MI}

® This e the peason. ahe 3, Visar mentions = Mabilisstion " o Ais sste,




LA CIRCULATION FIDUCIAIRE ET
LES PRIX EN EGYPTE DEPUIS 1939 d

Resoruk ng Lo coxpirescs rroxanciy ran e D Axongt Exax
pe 31 sana 19400 & e Socyrd Fovan B n'Ecoxows Ponmgue
pe Searserigun gr e Licisnanioy

Thams wotte dule, Buus noms altacheroms & digagee Uélemont ns-
terr auguel les peix ent obid em Buypte. Cetie rockerche est malaciin
par sdito de 1a ny riplicitd des phémaimdnes qui ot sirgi depmis 1s
amierre el i, AppRaresinsent, tiennent be rdle die factenr casesl, Pour
aevemit & notee hid, i fondra iesder ahaoun de oos ébinnenits ef Erolver
3 L bumsbre des Caits celui qni dory Vimpulsion any sufees

Powr miens juger 1o combiten manétsire do VEgypte telle quielie
e pedsantait & lo weille dles bestilieds, ¥ mous paralt raissmnable de
“Wt‘" e les liets de la Nationsl Bank of Bgypt sont EOtEnis B
covurs égal ot forod depmiy 1914 el (o U lieure setinlle, motre monnsie
wabit dgmlenant mn comipdde” pustivl des changes. Lo rigime de la '
livre duyptivnne et colai dw Stetling Exvhange Standard, la comver-
tigrp <o notve monnaie #tant on Sterbing, Pl prﬂ-_‘itnflxnﬂi. d!‘[llx'ﬂ
2 1 3L6G et ;-u_p;n':i ce jour, 1n bangue o &2 cutorsste & rempscer 1a péaerve
- opy it Ao bors du Trisor anglais & conet burme,

I

e éomdo mensuetle faite avane 1939, i sewrt quo la cireuls- "T
lion tendait & asgmenter on Bgypte do eplenbre & dicombine a
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Toat d'ahord, Is solution gui consistersit & abassser le coii§ de |x vie
i Vémisdon d'un noavel empenst qui dralnerait les capitass fioe-
tamts, devrait Jogeguessent conidmire 2 us but diamétralement opposs
A oebsi mecheaedd, Dans cette hypothise, ume certasns quastitd Jo
lrilhels demis seeniend rativds de I cimeulation meis par comire, los veveniss
indivadoeds we iveloppernicnt.

La quiestion des ventes d'or sinsd qu'dle so pratigoe actosBensens
et un pen ples complixe. & ceux qui prétenibin® que s ventes
mussives de l'er permetinaient lo retous an seeviee d'émisbon J'eqe
partie des billets et partant, stabiliesrsit les prix b des nivesus infi.
riears, nous ripondeons & peioei qwe les faite ont déjh fait justice de
In théorie quantitative de la monsaie en Egypte. Main des espriry
Plus subtils voiest dins le midal juune un poavoir supérient, magijee,
qui fncilitarsit dconlement dew stocks détemus cher quelques nope-
pareams.  Cotty iesurn [arait remplacer e stockage des marchanbises

l'l W KNS .IW de T'or. Nois faisosa obesryver =0
ai wﬂt #eait la moavelle technigus destizdo A &iminer | temdane,
wlationaiste il ammiz falln que les guantitds d'or  actuellemays
vendees par l'estremive e quelques hangoes fuseent effectudes oy
use plus vaste dchelle ot A us prix hesudcoap phes e,

Quol qu'ilen soit, || se nows samble pes quion Exyyple, s pénirig
des marehandises it svant tost wn effet du steckagn et qua In hansss

des prix riselte d'une mitance de I livee égyplienne, d'uoo fuite

devazd [a mosnase, alies qu'on & enegisted par aillears, & plus d"uge
raprise, su cotrs e colle guerre, wne thésmuriastion des billets. L',
& motre avis, st une marchasdise oemine les astres qui & soquis sa
valear b sa gtabilitd par ks volonté de certaines nations et dont plu.
sheuzy pays se st (lispremsés avant la goerre sans graves incomvénients
pour lours fimamces. La faveur do Vor estelle révedue ! Bornoms-
mols & remarquer ue Ja plupart des pays gardent encory toute feur

conBasce dans ¢ m#al et on particulies plosiones pavs d' Amdtiguo

el Sad qui ent, depmiz la guerre, canverti tous loars avuirs i Uétranger
en or chagee fois qoo mla lear dtait possble.
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O, ARDOE EMAN.—LA CIBOULATION FINCCIATEES oy

La ihtorie quantitalive a-tbeelle fait époque ! Tor encore. noss
pe ipomlond pas liectetsent § la guestion.  Nous avoss localisé
volte ftads dans le totips ot dans Vespace. Cepeadant, & Tappui
de wow vecherlus, nows avoss lasgement fait ndtres lew critiques
whmirales dfjh formalies & Vadeosso e théarios quastitatives pas
on groupe i Goomomistes frangais ot em particulicr, par b= asvane
preafesscur Mr., Aftalion. )

Liew richon expirwnces monétaires qui e ot sacoddien en Equpte
deeeie lo guworte, us Gnt pans instesctives din fait quo plasicurs pli-
notestues apparents semdbilent jouer lo rile do facteur camsal des poix
slors que Frgouree réelle iy Vistlation rdside sniguement dans be houst

Bdn Uofiro of do o demande agpeavs par des déinents paxchadogiquos,

Liinflatios romgit injostesest Péquilibee pro&Stabli dans ls ségar.
tation (des fortanes. Bl contient aussi lp germe ('on audee danger.
La slimparitd des prix esire 1'Bazypto et s grands pays alfifs labse
prfemic whe clople verticnls diw peix locasx apeds ls goerse, chute
d'anfant plas violinte que les peix surant fortensens progrosst. U
wmoment viendrs  oit  PaBeznement momlis) des Prix sem B noirean
rialisd. L hsusse Prémdtiqne parfais onvegietrés dama [ cours des
valears Ggyviitionmes, foit priager dos plessdes diliciby 3 &chdam ®
plus o mesine doiznie. ey prix s gonfient, puis un jour In halle
ﬂ'l!’T!! b ouwe o ile Tiiatps g &ﬁll"“liﬂ'llﬂ' il CONMMBDESe.

) D, Aspré BEuas.






Ly cosnusientiog «d Afr Jo DI¥ A e -H_nun al "ﬂﬂ rﬂw :irilﬂ
intéressant dilet wu cours de runiowes spleiales de o Section Beonos
mllfm'! .]mi' cuvend bew o I aeril o Te § e I News by er9
witde de dowmer viwpris le tndo dev vewarpuce qui y Tontit pecsentiess

Y L BEDaLTINN.

Kiwamgues v S8, Muwmoos Momsnep Bu Daswps Bey
1 1, =The vondon which Dr. Kman gave us of vie Quentisative Theory
of the vithie of tssaey be ton sisplilil,  Tmleed, Lo donlimes @8 rela-
tionship 8o one of valie asd quantity, disardieg afl other factirs
which the propagatoes of the theory kave sot igsered:
e pats the theory as fllows=— ¢ los vasistions des prix s

comautiuldes e les flustuations de Ja quasititd moaisire ™.

“ Jo montans dustock wdndtaite wib I'dasn? vansal Je s valonr ™,
sot merly ano of the elements. -

2.—In fart, the theory dees wot confine ths canmd reluiomiip
oy [lu&nri';.}- and waloe, Bws i it lenen “mp&NWl Wﬂiﬂﬁ, o
value of misey wonhl depend ow its wumnsity oaly whem other things
(imcdwling domand) remalm equal. Thove v thes abunye & cotoris

paribun, wiich shoull not be igsored and i imload pia ignoeed by
sho partisans of the theory. gnoeed

3.-—Anl there ave aminent esotsanists, o.g. Pmf. lﬂlmﬂhﬂm
& maintain 1hat the theary of the walus of mosay inclubes e quantity
Slieory; b containg eomething o (Monsy, p. (40

3.Toe vy of monry, like wny ober commudity, depends va
turo gooups of factom, the supply of the commadiey and tho femasd
for it the tatier in the exse of money lwing the amout of gomds iad
anreicos that requires the use of this womey ne demamds the maney.

S Aod Jov v be dery clesr that the Quantity. Theory, no more.
hon any other theary, does mot ovarloak she infleence of fardoss.
directly afincting the vakue of commadities in the exthangs of uhich
money ol Thin b where the ceberis paribas comes s, I8




& - L' POYPTE CONTRMDORATNE

only where cemistions of supply snd demanid for these commaditics
aed glalinniey that the quaptity of momey jilaps the predominant
e, Anid sinoe these comliions are not plationasy, tho wvalue of
eommaditios for prices) 1s giresumed to depend on the various fictors
E'.'H'].?J 'il!'lliﬂll, dl_]i[ll;l' of MY, wke,, externg indn Lhe ]lrico pquudﬂun.

_ 8—All this i svidont im the trestises that witk doal Dasey ().
Prof. Cannan'y “ Mopey ).

'-'rl-_‘thﬂ goheral lovel of ;utircs does ot r!qrm-i. thorefurg, solely
an the Iq"m_h}' of Eoaney, ‘BuE it " varios dlﬂk.‘ll}' with f'l”('}l:laiiﬂg
power (the quamtity of money) nesd inverely with thn naisber of =
poorls entering into. txckinge ™ (Bye snd Hewedt ; Applied Beanomics
P14 - _

B At D, Bosan it mob justifid in Seciug the movement of
prives snud tho suonnt of woles in cirealation in Egypt in order w0
disgaove ‘_hU Quankity Theoty. et me Tepeat that the quantity
of mosuey Ix ot sSaimed an oo (han o facter, jndesd an i partans
one, 1 the detenuination of e value of munay,

Dr. Bwnn Siniself desrities {which v quite tros of & shost poriod)

Bow paneholigical fm!nn:i:u@_nﬁgnd prived in Egrpt as the baginning
of e war, ' '

9 Whan Dr. Eman thendore masintuing that whity note eirenliting
Bax rises, sines tha baginming of the war, bo 382 %0 T whalesuly Prites
have risen Ly onle m“,@-’.!, this proves and Eirproves |1Mh'in‘
eolating to the miationskiy batween the qeantisy of money and lis

(#) Becsuse thore are. 29 wmid above, other fastors hesides the
quastity of moger thel enter into the prics-equation.

Tha coeffitient «f (Ufl‘lﬂhl.ilfll] eunint [llﬂnﬁlm [ % ('1]!1!].] tio mnit_v l
s thak whore it falls shoes of the coefeinnt, it is claimed that o
comnnetion or cwsakity i dieproved.

. 0 —Trddod (& can Do fwes thay wiity and thg quantitative Hwary
il holds good  Thore in & ehrtain fng at the beginning betwesn the
incregse in the quastity of mouty asd the rise in peices when thy
it (of motea) would be huylng very neaz the old pelers.
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il

—

1-—The position is later revwesed, viz. when the fssue of (sreescy
s pushed to the extremies. The malue of the wwit of eurrmey falls o
verg lomy before the supily of corvensy wockes infimity. And the
explenation is very sinsple. Humas lselligence antivipates what i
cambrg anil peoqils vense wiilising cerrency sl vovert to othes mothods
ool aopchiange,

r

BE () While the figures for metedssan are peocise, whobs.sals
il mambwrs do not give o true plebuee of the movement of whole-
saly prices, lor the Sollowiing wasons

(1) The index numslier of wlnlassle prives in Egyps is noe wn allindu-
sive indox. Tt lwaves o fairdy lerge msnber of commodities snd indeed
those whase prices have rites most.

{2) The prices used for CUMpATISON b the Statistacal Ihpartinons -
are in taany cases those of * eficial praco-ts" which, we all know,
do weod reflect the tzar moavenient of paioos,

13 —Besidow, De, Bokn wvies to mbmit the fores of tho guanti-
tativn sapeced af the vidas of meney by sxposing the daners of
vufanion, which is as application of that sepect of the questiod,

B4 —Afber ill, 'l’flll!‘ is IBM il ook an iﬂ}fm in ["Uff’h!-!ilﬂ;
power mot offset by an eiual incrense in the volunse of trade {Iiye and
Hewest op. cil- . 3075 the classical example of which is ;x!a\'ng
for @ war by fsing popcr-maney. The Governmend  provided  with
wew wawey of v ovew meabang, cowes e the el 08 0 SR g
bayer of goods and srrviees. (o). Kly and Young - Outlises of Eeo-
pomiis, [ S3).

15 —.\ﬁ imhﬂl t& ﬁ"m ﬂ_ﬁ"'ﬂ l'}’ Dr. EI'II“1 mn Ty md‘mﬁq.
of the " Mevenwe Theory ™ of the valse of momey and the movenient
of paices, does mot dliffer from that given by asv * quantitative ™
thearist of the phases of mtution. Lot us take RG, Tawteey"s plcture
(in his book “ Curretiey sl Cendin ™ . 25250 -

War finanee slowss invaraldy stasds with a bage smogst of toa.
porary barrowing.  Truders' stocks becomne low, They begin to
raise prices churged o conswwmers,  Arising from seareity, this rise .
of peicen i ot inflationary. Nevertheless it swells tradesy’ peudite.
Incidentally, i% turss part of their workisg capital inbo cash.



Eﬂlﬂ,hx nilmu-u o the Uovernment, ﬁq
. ﬂlihlﬁl- of this can e pravided than iy the b
of ecesir 31, I3 of the Natioos] Hank al™ E‘]ﬂ, whicl,
m“m ﬂf‘hﬁ[}(lrd ils !lli}l&ﬂtl. e -nu.nlillg to i‘mu‘
! lmm 1he ﬂ!lllkw;tmnl §20 milBons in" Fondyg
'rm W maimly, T presume, Britisl Toruesry il aan] rivisk

l'f) llm enougli funds sre not forthenming through tax-
Mﬂmhqnﬁms.mnwmmmmum

g wMMﬂrWMmmh&uMlm.u

P sl w4 et -term Joasw (rremurs Dillel, bt in
fast resart the Goversment bortaws from ke crntral lonk ang
lanuni the Dinfin wf note-acur,

41 —The recedt ix inflation with T nweal suptoms, P ally

g prives.
m vy pictstte with thak gives by M. Eman, in lis e
it . far III! cslls the Revonne Theury, papeciully wien hth
dis (u rovenu indépendantes du ha prodnitian " and of
I{ lm.j‘ o Ilrﬂﬁ‘h o 08 IL 2 lown ia

: .w .lpp'uslllh (lifforeste holwned Lhn tore pictiunee

-s,k -

J.
[T MM ?aﬂl mnw!amu! shas by nerensing e .‘"m,
ongh =4 inorease of pdue bion) prrces auteiatseally
- r-'h- Tt has bheen ahown sbove, th’])’ anmgly
Hﬂbﬂm a merw {of extra) porweerfial oo pe titer
h“ﬁ lﬂlﬂkﬂ- WO the Uoverningnk, that ﬂ?ﬂ

jmlmu i eifoot wm paices.
¢ .' ¥ m.ﬁ the paine vﬂlnm the nobos isned are
onea) ﬁ'qm Gmm whee lnve issoed them,
o weiiies in Baypt. Trideod, as
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N BEMAHGTES DE -1 MATNHUD SO L BAIwIKK A
2 The rreent examples wf this phepomenos aré the Brancing
of the German armses af sccupation in Featoe, Holleod, Bolgiun,
Demmark cte. and tho fsascing of forvigny szooge in the- Near nnd
the Maddh: Eaw.  In both cases, mow nnd sbisions! porcbadng
powor @ pus on the markst which does not eorrespond to sn exseusion
of prodar tiom aned consequontly of weds in exelange.  There is perhaps
this differone that the chanees of Gessnany paving hick ape Fomote,
whille those of Rritain paying ite debzs v moregeal.  Dis ti otk cases
bhe efleetn of tkis method of ﬁl,lm.willg the war on the 'l'-lhle of the
foeal enpreney nd svesegaentie prices 3 the same, &= 2 tise
somotimes  shurp,  sefnetimes dlow, of  poices.

23 M, Bmnn's expasition of il situntien iy Fevpe shows, to 1y
mind, a maapprehongion of the Tyess

23— is histurieal skesch of the notejmes in Keppe is fairly soen-
rue. n.‘l;':‘i --nllr'm;r thst o furmarl werdd wae published o Ae.
™ Jou el " fm 1916 nathorising tho ovpleement of gokl By
Britisk Treaatry Bills u.s.jm@‘-&-: Bvon weee there m
Arritd or ovim & devision of the Cowniil of Minlgars, it conhl fuk alter
4 Altuatioy ool 'hr e, Awl in 140, b .Qg‘l enndlineiid
(a Taw) the picivilese of the National Benk in the note-iesse was extended
for forty vears * aur cand e sipinlées iline o abaluts ™.

24, <But i 4 i Wis exsmineion of the prewent position that M, Bma
fails & ghow = e apprahenson uf g fsets. There s undaubtedly.
o case of (alinon of the tves fureamssg by Catitins, vis. in wlt‘nh*i
notes nre puft wb dhe dispasal of & bormwar ar Tarmwers, B oUE.oase
the foreign asmies. These aravice ave biﬁy'ﬁmd”iﬁ (st aoabe
itiry: e tho Tocal waarded waiilly bor Ramisn 4o 1 rrmurmaﬁ- o
s et s Deen Sulivat] by irregelar swsimeres dadem fn 1816 |
fand qoalifiel a pueely tempornry] whercly Beitib Treamery Billa*
wory allowed t0 tako the plave of gold in the eaver of tho notes
Sstred by the Natianal Bask of Egypr. g

Bk s wet the cliasionl vtse of manetary inflasiom, cansod by &

r -

deficitary Lardgel o by what Mr. Kaan calls $lie " bessins snetbétants

b briwar 7, bt 18 is A prrfocd cine of psosttary inflation just hesemie
Tha foct that the extra money is not put at ihe dispossl of the fiss

does. nut alter the disgnosis, Tt remping inflation. in which the extra
money s pud =3 Kb disposal of & fevign sry, thus seadling it 1o
compete on the beeal market fiv n stock of merehandise. thus ralving
prices steadily anl suzely.

-




-
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26— Anil this dingoosin hins heen odmitted Ly English writers in
Whe lesding paper=" in Bnglend as woll =5 in Bzyps. The * Kooun
mist ™ has axpoundad is on varioss accasions (eg. in the sunual srve;
ol conditions im 1042, poblisded in Marcd IS aml in it wember of
lamnty 1h6th. lﬂl). And i the wonls of the Bayptiwn Gaxetty
(April DxB, 10464) & The stasemont of the Senste Finanoe Canmittes
that Lthere is no inflation in Egvpt as it i keown in other countries
nust bave conie pr & wirprise to msany people V.

21 M. Emsg is therefore not justilled in mzintainisg that prices
bave risn indeperdentic of monetary cinculution.

B —His statomont Lhisl, juspete of o defvitary commervinl balapce,
Ezvpt enjove pecsantly a halsgeo of payssouts essinently Tavoamalile,
thanks o the snorimuss puns spent o Egyptisn territory by allied
feoops, is cqually nmwarranted =« not in acccrdance with the facts
05 expliimml above, The expesditure By the Ssoops would carrect
the nafavourable balance of trade wers shey paying for their pur.
chases in meschandise or im £, dollaes, eto. whieh ean be spphed 10
the paymisst of menchandise imported hy Egypt. DBut this is not,
“mb BRown befors. the caso, the flancing of these aries being to o
reat atnt eflected thrgh horevaing mnd Besue of local cxrreney (£).

ﬁ;_iﬁn‘ M. Bovan doos oot sk o truc wode whepe be mmalnfais.
that to spesk of the * saime @tustion de |a livre dgyptstene viehviy
des maniaies Gtranpires, oesl memtrer coutte voe ™. The claim s,
1 fut anl to pome extent, quite justafiod ween M. Bmnan thinky,
of comparing the Bgyption pound with sterling.  The fnanciadl sivgs,
tiom of Bgrpt, whether we think of the fimanees of the Bate or thage
of the people, i gquite sound. And alhough Beype is o mmel,
stmaller country, ibs fimusees compare, within their limited volun,
quite fsvourably with those of Hritas,

38, We are ol certaindy faod with a prospect '*‘f & big stenim apy
wiir finaices through the hige wag pxpendituse as the United Kinsdon,
i fiond. '

B1.—A sbort samisary of the situation of the United Kingelong
woull show that ake is shreatencd with a steadily ineressing Windog
of debs

(1) By Taly 1043, she hnd disvested £ 2185 milbons wort),
of her investitenss ahirossd aml ber heldings albirosd werg
toaring exhisustion.
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2) 8he bad secumsulasedl an exrernal debs of € LOO0 millions,

this apart from :

(] Lawd-loase ;

(&) debts to hee colopbes;

(eh delits b countrien n the Middle Ead (other than Egypt).

{d) Tho delt Bas rovem, pnoe july 108, in the case of Egvps,
by € 24 millions and in the cass of India v lins Leen
risimg by the tume of £ 23 yullions per month,

{e) The nstional debt has abresdy rteached the astromomical
figare of £ 50,000 millions and s sill rising shasply
Its bunlei 3 estimated to reach in ihe ourrent fnancial
voar 400 millinnx, et it has o be poticed that @
wl ]m'r: aof it is n the lh.g,pe of short teesn loans l‘-’
Treasury-Bills) on which very low rates of [nterest ame

paxl. When thess are comsoliduted, the bundes of the -

debt woull jump to a much ligher figare. And the war
is oot 2t it end yer, even in Burape, 1ot e
in the Par East. Tafe. apart the war

2t —Tn & pencetioe builset of £ 1000 millions, s=eh 5 lsaflen
wouhl be intalemble. I.i}mn were the postowar peace bindgets 1o be
stabilised ot £ 1800 millions per annam, the basen woubd i)
pemnain too heavy, '

33— This all goes to show that thoge wheo lave showsn eqrtaim

s 45 10 the fulure of £ were wot wach shart-sighted
peaple 4 M. Eman sesm to think, TULE

24,1t is true that one factor in the problem, wiz. the beyel o pkis
in Fgypt, gives caaes for wnxiety, But this £ : fpil i
spocta of the situation, are not beyowd wegair - mdend

(1) With regand to the nota-iwme, of coarse the whole system
by i Upited Khgdean sk bﬁ stopped. An emen fang ‘proce:
dlens is givon by I, who has como to an agreesaent with the United
Kingdom snd Russia whareby Ican gots for the notes sho puta ot the
dispasal of she allind £ro9ps  god pecoentage (40 par cant and ovos-
tunlly 60 pec vent) in g2 and the rest largely in tho shape of goods
'mlh\b' Wlli). v



s M . -

2% -Awd to oy mind, the fmpoctation of goods in payment of
the whole expenditure of the aliied tronps in Egrpt wonkl 5e the best
expedient. 18 woull pub & stop 1o the inflstionary consequences of
Wis expesdituse and at the satse tinie belyp 1o mapaic the seareity
of goods which & no mimee & fartor |= e rise of prices that we are

EXperianGng.

98, —[1) Asmetber measmre of oo mean imgottance D coping with
tha Mtusiion is & proper spstem of mtionisz and wontral of [irices
which woadi belp s e the grentest wee of the steck of goods at o
M and vheok the unwarpanteld tee of prices.

3. —As o the augmt.m nf M. Fean  dusgesoter Voflve ou
Wﬂ Ia slemande = while it is peefectly teup, it boaves us in the vagus
Bl of teulsms which do gt give o suffioently precise and gractics)
wiy ont of our present (ifficultios,

AL e Daswisu, BSe,
(Ecom.), Loxnons,




Houangues pm M. Prerne Gonea

Doctews en Lol Mmﬂﬁm Loz &
ﬁ‘N"”""WJFMh, “Mhm

1. Corndlation sty eireabbios of i

Four étre hﬂﬂ- pﬁ.d' le Fllmﬂlﬂ e I lisisn entro u d
et Jen peix desd Jemmﬁd'mml.w ﬁmldin
llquul'h- i1 fant estendn sei low prrocidits do mechenche les , "‘* par
medﬂ'lpwﬂcdm ﬂhmﬁmlw"‘m“nl nd
peaslast ba oarre actaelis rraia, prculiié Souhe [ diirbe consiy. des
lltiu Gt kibes, ews-a-dire Mﬁmmllmhmm
e pireulazies ot bain.

W‘#mhmlhulmmmlﬁﬁlm“ﬂ -

uflet un pme frgppamt (i wexpritie par mn coeilclons de

M M HIpasEE P =1, Jo o Miroett I&\-‘B LG %
| ier 190143 (wirses semestrielles) Y, Ce
Hu coefliciont de D00 endse W pourcentige d“wthnﬁm
cudation € o prmpcentage dmlgmu.umm des prix, e+ darnier Sk
p—— | sux trois guania du précident.

Bl shsolument conelnants,

jats &
Cles TESH e mouvtnest des PEX Gayplions ne Loxpliqus

crﬂ,“m J"c
Ih sign ] r;m-_-numul da la cirealation.

"

pranehe-
. aller jusdu ‘s caliouler des m -

jfens el [lrli I
qplaﬂ'.«i o pirix A colon dLypioen.
&g&: 6{::‘1;‘]}1“ pecettis tles chemins de fez fgyptiens.

{E-J Pm g—p;rph-: im ot ¢ ontant ibex d",.[m 3 la xali;m.]i M!m B

ﬂ.w ppkee 02 Jivers pl.plluplu .&ummlm
F!!! rAkind quenme nm]nl.lmt il pﬂg, at ‘1'“ y I Hlil
I Aficients do corrélation vouming ,u Fanidé.
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Wy & 1A une anomalie qu'il o'apd de comprenulre.

Je e propese de montrer que toas ces cocflicients ce corridation
sont (rewpertrs o en comsdgeence que le problime statestioue reste
suvart.

Le peobliane des fassses corrélutions (spmrious cormlatsons) sigmals
punz |a presvites fols de fapos relettbasiite 4 Psttestion des spdoin-
liswes par Udsy Yule, préoccupe les statiticiess depuin  plus de
trembe ans,

Yule avait edteny ia coefficient de oorréfation de 0,95 entre In tmar-
talité et Ja proportion des mariages fait par UEgiee  d'Angleterse,

Apces diverses digsushions, los ststisticiens sonk tombés d’acoond

ane la nhcessité ' dliminer des whries chmnedgiques weast o les cone. <

pante, s mouvementa séulsives of saisouniors,

On ne eomparait doso oo darnires wimdes que des séries remfer-
mant simpletent mouvements cyeliques of Mouveswesla acvidentols,

Les mouverments accilentels de grands dnplitade Stant relstive.
mient rares, om eroyail aknki arviver & utie explication des eycles, doe
des crises, Tel & 6ts Uabjet do Vimpgriant ouvrage de Tinbergey
sur ™ lia Cyvehes nux Btate-Unés de 1029 & 1031 ]mllliﬁ soiss Jos mus.
pioes de 1s 8.8, or dont J. 30 Keynes & pa diew qu'il deait laderniéen
revoy d'dre do la SDN,

Ma position persoanelle et nettement séparde e parmlies teota-
shewr, (Mast A mon avis dans umss toute autre voie qu'il lagl s diriger,
ﬁal_.te VOur Yent Ia comparaison de sdries Joni le mourement rye!ﬁ,mg
fn-tedae ef imind ou d'ume fagon plas précies dee! Ul Igoueamenl
cowmpndn incral 4 dulm « Os compare winsi seubement dos mowre-
sends accidentels plus ou moims aceentuds, Coat-kdire qulh propre-
ment parker on Studie réellament des © eapdramons U Semsatiiques,
lssssunt proviecirement de o4 toute cxplication des moivements
pinéeaux, oyeligues ou séculsires.

La mizkode par baguelle om arrive & oo risaltat est trés simple.
Ello coneste dalond & définis Jo mosvement eosmum, ains gue 1'n
fuit b Coniité de FlUniversité Harvard, comme la moyenme de séries
marmaliodks, Je seis ftonné qu'on n'alt pas es=ors A ma connais
pance 51‘5]31{11‘ loin et tentd d'@iminer le mouvement commun aingi
défini pous ntiliser bes afzien Mesiduelbes bien plus intéressantos o bien
phiz signifieatives. Lo mythe de la prévision des criss oycliqued &
vraisemblubilemens &artd bes chereheurs de cotte voie pourtant foonida.

L/spplication, de cstte mdthode ax prolime dgyptien condait &
ddes mwallass provisoures Leds sels
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s trouve entre los sfries nikidusalies un eocflicient ds corsélation
de-0.3) environ, ordre do grapdeur que des procidie, dis ag gramd
siatisticies asglabs 1. A_ Fisher permertent dafirmer mu?;_ﬂ'ﬁaﬂ.'f_

It w'y & doar euwctne conryfation Fraie entr cireulation of jrix gui sonk
simploment cntradnds, fows dewn, por lo mosecaend péndval dp Féomomie
Cgyplirnne.

Bl setmwhle qu'il m'y sit pas o plos de corrélation veaie cukse priK
dgyptiena of prix beitannigues ou prix amdricaing on prix du cotos,

11 faud deno choreher ume suten explioation au menvenient des pris.

Em gros, cette oxplication me fisrait deveir fite effectivement oslle
dbe My Eman qui s appliqnd s prodlime dgypiivs s ilbes do I'deo-
nomsste frangua  Aftalion. |

Lo dlernier poing de vuo do Mr. Craig dass use Mibre qu'il m'sdsos-
eaiv b T fivrier 1044, ven rapproche dgalensens o '

" My pmi_lzic-u_ now, tivait-dl, tx that money in im itwelf inces and
that the vera canda of te rise lo pirioss i the psyeliology of the rarkes,
hus sbusdunce of money is a neisssry condition for the rive in prives.
I belicve alw that, as smnkiml by constituted {0 = alss a sufficient
comdition (eeforia  pgribmy) ",

Toutelois, & Iappui de ]a' théorie peyeluwlogines défadun pas
Aftalion, comme win perfectioameswnt  de Ia théarie dn rovesn,
Mr. Ensan signale que b hivisse des prix égyptions o'ust peodaite dbs
sopbesnbee 1900, date du diclinchement do s goerm, abrs quo los
conditions dronomigmen Mawns emecre Enelangios,

Le fait est exact gour ks peodaite Binpoetds, principalemant indne
tricls, ass les produits strictemaont focamx noa senlement n'ont pas-
hansed i ant madnve sl wne Mghew baise pendant prés d'us an e
demi, du moine bt peoduits essonticl comme le bl & mials ot des

“{ivea

Jo cods. u Ia t!nka'h perchologiqee s ume pard do Wit mas
je voudrais u'y faire appél qulnpets m'dre asurd que towle swker
explication et impadsiblo,
1.~ Queiques ordres de growdeur.

Sur Ia base des deux équstions fomdamentales toute ftailn
geososséteique  du prehlime  monétaire, Uiquation  des felianges

T
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Alrying Fider WY £ WY = k BT, of Pépastion du revens R =,
KWPQ[) e pest oBtenir quelgees résaliats jntécessanta,

Tam vonen tels qpee fo bes al Etablia pove mon vevrage ser 1a " Hameo
des Proc en Bgypte of low Movens de la Combsttre ™ actocllenent
o ootore e pmbilication.

1) Lapplicatinn numériqus de Féguation des dchianges twontye ]
ool mesnxie en cirealation M etoids dans (sesez fortes proper-
ﬁﬂnhhenhumﬂ@udnw,mm.hlnlmduw | [

Lass wxoddemts aond emviron ; LK b
- Im: -”’II (LT} e iy a:m‘|m
1340 . oL 130G
Fasiyums d'oxpliquer cex excidents dant, ag rscins una_[mhg el
sttritaable & co quon ponrrais appeler une thissuristion
(2] Tlewctdent den grosses compures, signals dass lo dortier discours
du Prisident ds |a Nattonal Bank, vondsit, par eermains oalouls, &
wlmettos il & exisd wne Shéstarisation pous les mostants apgro-
xishatifs sgivents: - '
I
L.
=N ’m.___‘ a1 T = ﬂ'.mnlm'
|ml e E ' e 60“"@
W L . 10,500,000
] . .. .. 15,400,000 -
M DN ostty tlilstariantion totals, nows posvins iscler la fhismy- .
ringtion asidatelle pévilo par la pirie de la circulsbion fondtslre,
Oy Fur I premien Spastias, wobr la peéeddost aticle do Mr 1. L Cralg “T i

arvmra) Tise e priees In Bgypt” daas  ['Ruypie Qustsmporsdse N 196-106,

Sunwinm, Eorioe 104K, paiges 17 04 1% \
la secomls Gquation sigalie singlement qu'un bullie B 5 fevean mcaibair

saypaien ovb, b st comstunte K prbe, In presloit de Pirdice T - piis od dol'indice Q

iy wobasss e e productéon, Yequel lndioe Q prul Exadssent {i ccutslied crmma

ari lipdew &y eesns rubional wlel

_‘—_%_—_—_m
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apris dlimimstion des variations ssisennires, of simée grossidre-
mept par des mesures graphiqees :

Théssurisstion poridentells,
5 Lo
m mll-l = (RS - ‘-Iw m‘
mlu.l mi Bk =i l.ml\,m

(4) Nous powvens appelor tdsryriation de srure, eo qui reebe
de la thsnurisution des growas coupares apris Smination de In thé
ssarsstion accidentelly,

Théssurisation do struoture
Lo
poar IS0, .. .. .. 1,500,000
L. . L L DO

B L . 3.500.000
d W L . 10.150.000

Cette thésanrisation ilite de stracture constitns m exoident mont-
fairo qui pout servir: .
— woit aux hangees e dopdy pour waiatenic wne plos  grande
eacalsmo perumsento gos par Jo gassd (crainte de paniques
d'arigizes politiges fouwjouss poesiblod).

— woit nux commergauts pour peofiber des poasibles oceadlonn
d'achuls intéavssants sur lo marchd noin

— it amx particuliers pour une thisaarisstion séelle proprement

T dite [dpargne stérile).

Quoi qu'il en wid vetto thimagrisation révélde ot bes grosscs CoupULes
e suflit pas & expliquar 1a totalitd des exndlants monitsires teouvia
par Véguation d'leving Fisher. _

T} noua fsut dono supposer qua In guerre & entzaing d'autres por-
turbations encare.

e e E——— 000 |

I TR0 ¢ TR
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(8} On pourrait panser & expliquer l'excédont monétairo par Nexten-
sien dil domaine giographiqee d'wtilisation de la monnaie sgypicnne
(somées en campages). Muis dlapris tmes informations oes wbili
sations oxcepticanelles ons £88 &e pen d'omplour st do vourte durée,

W fwat done shescher ailleurs:
. (ﬁ“ﬂn poareait penser que Uacervissement excédentaire e In eir-
wm faent & la maoindre utilisntion des ohiques, cette
) "‘%Wﬁmmwumﬂa 56 e Tn'chique constitue une preave
o en ek de frande A Dégand (e cortaines lods (Larification. béndficss
Mais Viéquation d'Teving Fislue Bent compte de In eirculation der
‘“l“ﬂ ‘u’}' Bn outre, d'!gli‘ lok ptatintinmos dos chiques présentds
mix chambres do sompensation In dimination de Vemsploi des chiquen
'?*M i Bkt de Ta gooreo en 1030 et 1940 aloes gue e fois
.w T et ln eirondation dés ehidques o Tepris un asoreissanent

nosmal par In esite,

o WM& auz Chamboes e Compensatio

=y e mE ey
IS L L 10,0 0 M. . HL900 (00
1930 L L LIS00.000 0 WRERL. . 204.300,000
DA ol TILA0DNG I3 2 400.000

Tl semble done que Is meindr usilisation dos sbigues wexplique,

towt sitsplement, par Uinosstitude généraln di tewne da gucees q,,; |
faid, por pringipe. peéfirer lo padement ol capies &0 RIS 4.
¥ do dguation " lrvimng

(7)) Dsus Papplication punsdspse

. ST R T |
s L coiulait s oxsddenta mopitaines g HETE & s KA
qui 8 u A du eolin [«pplllt"m:‘ s tramaant oo .\

ehprolnns & ox

) J i ‘III = i 'n' 'm E b L i -
Vindio “q"fi’.’."i;m’;fl”.'i’. I prédduction dleerming par s tion ‘
=R Q.I et imlics Alipegistroalas Binsinutionn dis vyl meh iy |
réed da pays de -

L%, enviten pour E k
A i '
15 ',.'ﬂ [N} 1| o F .m
F - N 3 I L] t L
"" 'Iiﬂd&ﬂ T o |_li!ﬁ:m iIF Il;"lﬁm: 1" .‘-lue jmm ‘q" II Fien l‘}ﬂ]l’hl‘_.
ey deubles emplos,
‘:‘ ]]
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Uka tentisation perensest COMBENSale 00 g e boive st
cuaptle hams Findioe T doh ESSISURIE of e eyt gy Jucs Pindice @
des qjuanticés “"'h"-ﬂﬂé'” i B enrrgiatre e L aw i idre I ranmaosion
dle s Pﬁ'i!.‘lh ﬂgﬁﬁﬂkl .

En teznps normal Jes doax indics PR g "‘--i-ill‘r?l_lbhhﬁﬂﬂdl_‘-t
dos varitons deroitement pataliles, mais §) Pest e are plus e
taisao on temps alo gEwrre

B allet, noas paivons SIpPOST e [y branaesims pomerciales
Al 't s e e dn faib el diminsion Hen uanditie, Ghanges
ank i rempdyodas par des transadlions ey Je mime mosdand
hobul portusit sue los peantitds restantes,

s isottas h-}‘jm-lMI"- les o AT professionncls. auraistt

w mpeiad baar jnactivied partielle provenani g L diosimuting «s vl
R T [ Vintes, om0 constitaant simples ihl"'”"ﬁﬁm‘w.q, R F‘“‘
gram] nombre slo myrchanilise,

Cetto suppuition repose an faml sy 1y DoAY Tasian oo Te SOM-
margant ac fofese e son ergent dorgy.

Dang oo cus, malgré la dimsmstion de Vindjoe Q de la gooidpet ;)
Vindie T don trananetions sl rontd Pratiguoneny mehangs pendent
L durie do ba guerre

Sur cew hates, ot avea des ai.mltmmh cosvimnbisg, o Pindice des
prix, on arrive & expliguer & poa prés Vexolbet wonitalre dew anméed
150 e 181, mais il vesto pour 1062 et 1949 des répdus imexplioeés
do 2 ot 4 millions e livres respectivemses.

Oni e poiizait arriver & dies réwaltats phuye Précia e par wno anakpss
de In wetesss e oitoulation 4 e mohie dany loa divaes sootaned
doa i dy pars.

i.b

Aux retnltats qui vieanent @'8tre signalis, il oo fang attscher qutene
% wignifioution donbre de g;l_ut:luur,. do v i. DAssak b I

' Bu tous cus, oos oonosptioss Toait joucr & la  cirelition “""m
r um #ble putemine tocknigue et nullonont cowsal. La thonnak et
== pa iatrwarant, um outil de 'Ssononsie ; on die daillours conpmmment

lea inatrumocsta do cebdit o b moyens do paieoseat.
La canss des partarbntions donomigurs actueles dofs dere flaale
wpeirt vocherchéo :
(1) dane L dimimution des guantitds de bisas mis & ks disgeosi-
gion du payx (bawse dos importations fndustriells «f dy tomlement

agricole] -

RIMARGUSS T M. PIEXKE Gogp, -~
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liil‘hm lem d‘p&ﬂ.ﬁu em  ntamdes l‘lﬂlllllﬂi.quﬁ;

(3) dans I'inertio gouwvernmmontaly gui & permis & Pacamissement
de revenu provesant originairenent do eon dépesses, (b demesrer
ontre les muins de particeliers ddaireug do lo dépraser en bieas dy
oodsomemation s rapuloment que possible. et en cousdquence de
peser aur e prix d'aoo fagon comvlative.

Mnﬁ. Ia pgm aur . les nril’ en 1R, IIWlﬁtﬂ.lil. ST E pare des
oouvellea dépansss der armdss heitannigues, o 1913, of d'agize
wﬁ des ansinnnes déperssea do pes armdes on 100 et LBIO, devesn)e
des Géments de revenus pour outs ane gonche de cominergnts Jopy
Tou peopees ddpessss ons, i ls Jongue, dasfsaing ontre de tombrensey
aukzes maina, be posvoir daclist mis inithlement en droulation o
dand ume parsie au woles aenil pudten Hoppd 3 1s sourte par dis

‘&l r.\_t'mn]nini. bs mndamtiaciie lf-fll'lmiffii' Enif j‘l_imfl Pouvoie §tre
wondées comme um Boss, it & emregiatoes s seodi foutiong d'ariging
‘hﬁlmﬂﬂlb quﬂﬁ;uw {!lm'..hu, Imwflﬁ‘}lu. F):ig' “a),

(s moclifications initisles, donb bes causes peavent $iee divprsey
(o ges pliques, tochniques, Mgislatiws, extérieuros) entrfnent dis
Chainm dp réparcassions silaptatives qu'il 25t il devoir de Ponge.

niEte iatisticien A2 peivoir. :

Frenne Gomny,



il

Reseasotes e Mu-wp D, 8, Vivaws

Am cogrs aly e 10 iBtiressante comfirence Mr. Jo Dr Bisan weus
o enteetptyy st les rapports entre 1o cirenlation mondtaize o1 les pric
e Bgypas of oole sans négliger lus nutres faetewns gt upe Eansdee
gindrale st od'use fagonm pus sresitude A Uheats sctmelle, b ilsemt
st 1o formation des prix,

Parmi cos fuctenss il en existe w) yui me semble podsenter un intés
partienlioe et qui deat S50 sigmald & cagse de Is et brte importants
qll'il & dans la formption de noa -

TN eat copstant qus Wout Solunpe de marchandises ou seovices contes
nee quantisé e mOuRA 3 0P en varta de ba certitabs qut'a be vendeusz
dn peavwir Gelunger & n'iniporte quel ingment oy presque la monnsie
requo. comine prix des fcheses vandises axvee une quantité i pen pris
définie d'antres marchanbises oy servioes.

D'une fagoa géndrabe kv dolanges n'opiennt ainsi uniqeenent ontee
richtsees rielles, of dans Ins Schinnges [a mognaje joue seulpont & rile
do mesure de la valsur dos richesses susceptiles de «“enteochangor
ok do oéwervoie da powyoit Hachist realtant de la posdisctian ot de
Paliiestion des biens au servics,

Examinons usaintensnt comusent so préscite b sitaation en Egypee,
dans oes troits fondamentasy.

Pratiquement toub posseasenr drypsien de moansic e demagdest
de marchandises 0w de tichesses i dojvent 8tre importdes do 1'éranger

ou qui oxedent ou somi produites dans 1o paye dans ume guustité

besucoup moindre e 06 qui serait plosssaire pour satisfakre tonte
I demunde,

Lo stocks existants =hi en voio ‘Véﬂ'ﬂiﬂlﬁlﬂ-; low illll?ll’f‘l:lt‘ﬂ“
sont inesffissntes & balameer lea conssmmasions ot quant & la peas
duttion looals, sn capaeitd d'acerizsemiant owt tosd s moins sl
Timatde dans bea cinvonutances metuollns.

Dhans e wesurs e oonssdirabide Ia ntonnaio dgypitieans repricests
ainsd & [heurs actaelle now s um pouvoir ('Rchat sesceptible d'dtee
atilish & n'isporte guel momsent of suivant la vohonté de son possessonr,
vinis des. ions aux #ervices qme &'umn fsgon gindrsl. s pourrond 3t
ohtenas qa'apria la geerre oesun la peoductéon o fa cirenlstion (es
rlchesen soront redoveines b pea prés normalos.



Wain nm ne peur savolr mEme appreximativement gquand ectie
nonsalisation bien e telative se rdakiseca, de indmp quo T'us ignose
“quel sera e poix expriond en monssie quion devra payer lomxque les
marchanilien attendues piurmoat dtro achatées ok importécs.

Rou ﬁch-ngu inbirisurs  wand dimsi casacbisivis par de fait gqu'ile
- wopirent nen pay esitee riclussos eertaines et virtuellemsent potuelles
coemne cela asrive anlinsise, maks entre tHelewors vertaines o1 aclioy
e paTt & une imonmAie (Ui TeprEsente eavent [o|enens des richosses
futures oL gushfimtivement incertaines d'sutee part,

8i petde monnabe qui reprisente wanntivlleisent des riclesses fituros
ot qEentitativesaent incertalons veud dtre Sliangie aves des richesses
- setnelles of quantitativeineat défnies, il est e route Geidentce qit'elle

Mt’ m&?m Tenction o xn valdiir ; e sortn jub o ldfinitive <@

Tes ]ﬂfﬁ d'%m dem richesses actuelboinags ﬁiwih‘hﬂ_ l'&lﬂilllaul
‘whosesairemont dans ume mesnals do Usspies suseindiguis, seront
conssbirablement plus fevds qo'ils ne Te seraient dans des conitingy
d'éehanges norsalos.

Ko outse, absbeaotion faito do tous amtro Elamunt, 1"Geart emtes oy
prix qui s'éishhirsient dans un tiginte Jdchanges normanyx et enux
:'tpi'.l o' itabilissent s=r note marchd dans Jet elrenmstapens paréserdyg
tenilta & varier saivant lo oours des évisements qui feront appasaite,
P om mssinn Elolgnd b momeit obf low marchés 4’ approvisboniesie
‘rodevienddront accmssiblies et plus ou mnins ahosdants Foflre QUi potrrg
fibee Sormisdée par cos dismives,

Lideas dle ohoses que mons venons Wesuisses gorshle fustifior Is
diluction que le mivesa plairal de nos Prix me dovrsit pas thanger
peesiblement yfese si pur imie hypothise irrtalisahle toutes Jes Btk
m .- mmh seralent remplactos par des sonveraing d'or ot
¥ m tes Otéutices de I"Egypte vis-ivis da I'étranger seraient gl
s & présont en ar, .

...';'-'”"‘ (63 OF b poriitit Pt mehietior davantage Gug [;, maschd intdriou®

o e Mm 'i‘l‘.‘c é['ﬂpm“g Pesvent fﬁmfni:f. tl!ﬂ'“’ f‘llll f=an k.

IRy ﬂ'ﬂf;hﬁmlumh& érangar pe B r qu e
PaE o : : pouztait g'exeroer U S
hmmeﬂlﬁom meonsucs quamt 5 P'époque de livraisoy
U Bux prix, |
Daillours, use talle situntion me serat pue ale
e T £ nowvelle dass les ann
'_d“ IM foumoaninue ot, & plrsivars _piintn dn vae sarait seeblablo
_ A celle qui ® proddcedt on Hspagne su cones du XVI® siicle.
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La dévouveris de I'Aménque fit afflaer en Espagne uyne trds oons-
dirable quantité d'or et une Bnmsesse demasde de produids dong les
nouvelia toloning avasent um besoin absodu, Ef i la fsveur d'ene
rmalencontremss défense dimporter des produits darangers, il o'onsuivie
ung dmorme hausso des prix qui plosgea le pays dass uno crise Gpos-
vamtaiile dost FRypugos eat & soullrir sxés longusoent,

8t wous remplagens Uafflux d’or amizicain par les dipenses des arisis
allides, la demande des produits des mouvelles coloagios par les bosoing
des susbites arndes et la difonse dunportation par les difficultds
«l”umrurwisn occnsinmnées par 1s guerre, roas obdenons un tebidean
i oat grosse-meods refui do I'Ezvpde avee son lant wiveau sotuel
des peix,

M tandia quo |'El5u-:_m!« out & souflsir lomgnament de s pléthom

Wog, Piconomie dgyptiesno qui sosffre seulement d'une bmmaobidisation
du considérable peuvole d'achnt “dent olle disguse, pourrs, s elle est
bien birigio, an tarer de grambs avamlages, ar colle gluntios apdoiale
d'une part constitue un stiembiunt & Is peoduction locale eb d'amire
part on inpesant 'abstention de triv pomiremses dipopses on produss
de consomination [averise 1s transfocmation des linsts revenus sotuebe
pi capitaes qui K'avEmront dtes i grdeioux insdraniant do prodeciion
ilo richesses dams avenir.

-
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Riroxsw nr Me 11 De, Asors Buan 4.
MMzz. tes socreoss Dagwicns mey 7 Pimake Goxga

-
Puisqu’tl me faus ordonner mes réponses, e me permetires de
premilre en comsulézation d'abord les olesrvations du D, Gorra qui
partage on gros mom point de viw swr l¥a mouvementa des rix en
Fatypte mais qui me fait dons oritlygees dea ditail.  Je reliveral sansite
lé# remarques du Dr, Daswicho dost les objections purtent sur 'en«
wemnble awssi bien que sue les ddtails de mn commnsication.

-
n E =
Tadtache = imtécst sy spéaial su reprocke que Von m'a Eait

o' avaoie I'u'it AL comme e abnde hr;:urémntnth'z des vanations

Warratises racennyivm bfasireulfatias Tiduessier m ﬁa_m\lv.‘
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snisonsidzes <o la corenlation alors que la guerse d'Bthiopie avait
Golalé on ootobre. Au couss de la période tmubille (ui a préctdd lu
guoree, il ext assen diflivite dp dégnger une asnée franclhement normale
pendant lauelle des &daements politiques 1ont pem ddsorganisd
imhﬂﬂlm I j!lll ﬁl.lttll'llli-till(* e varintions asleopnsidres,
Dun sutge oS, fo voudials Gviter de remonter trup eu arrhize ponr
faire le ehoix ume annde de base, aussd J"ai rotific bes varisliois
saisannibres de la oirctlating selon les dosides de la moyenae ile
cuntre ansles consfoufives allant de 1085 & 195€ 34 éahli b wotes
lﬂg'ﬂ!iﬂl Mtt-ﬂ Oﬁﬂﬂ”-(‘fﬂ]‘lhiﬂ]llt No, ‘} lpi'l: 1!_‘1 BT, oat ﬁnui‘,r.-j"m“
enprégantalive des varintinns sisonidres de In e olation en Egypie,
. _chfl.'tll Eresiil SOEIHME qiia L idteslatlon et inffriogre & I oY rIne
dans bex & premiers mude e Pannée ot piar coltae, lle ast supérivigr g ce
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REPGEEE DD O et saiax Bi

& catte moyenne dans les dernbers o, Elle fifchit do pros ide
11 pour cent en juillet ut 'accrele dass uno proportion de pria ie
12 prnr cont en octobiee,

En tenant comple de oes noavellos donndes, i al obitenge nie neuvelle
vourbe épurde de Is cirealation qui, confrentée avee pelle des prix
news fourmit des ronseignements catégoriques et comfirmes, jo pesse,
I'opinon que J"avsis &mise Psutee soir.  On peut sigsaler une dis=
paeanes trds jette Aoy coarbes considiedes toal an moiss an début
il oomBit.  Vous peuves vous resulre compte de la narche des conrbes
e prix ot de lo civsalation par um coup «"wil sur lo grapligue Ne. 2

wyuk  porto gur nwe pénode alland de Juillet 1939 & soptembes 1940
Inchilemunang, j"attive votre sttention swr fa cowrbe des puix qui osb
Vimage fiddlo den prix de gros ofliciels teds qu'ils m'ort 44 comme-
nrpeés par I IMpartensent de la Statistiqes Géndale de I'Etat ; ils
le tiennest pas gomjite, bisn estembu, du trafe existast au merehé
wiir.  En outre. le Dr. Darwichn siguale que 1a liste dos srtickes consi-
dérés par lo Ddpsrtement de ln Statistiqee no compresd pas evux
qui omb 1o plus hawesd (pasagraphe 12, alin. 1 et 2 Ou geut dine
yowe wi Lam devait fuire omx des atlégabiounr iy De. Darseiche, wetré comrbe
dlea priz ourast itd plus dlende ot nour aurions enrgistnd wae discorddanod
FENne p"“i arceitudy am début de In gquerre #ntre lea Fﬁ'; et b Gll"l.‘ll!
basfom. J'ad fair partic lea deux conrbes dw mweds do juiller. Em
andt, le cireulstion s'seoreht de plus do 10 posr cent vl s pris
baissent Mgireuwnt. Bn septembre, o circulation déesolt mojs
les peix prenment séslumint le chovsin do In bavsse gqu'ils n'ahan-
dolsenant PrOvissremant qy'h r,.n"r du endis do maxs L0, Bi
nclobre e on uovenbre, 1s discondance s ocoentue i e décelise o

& Wvrier, les prix ksiosent dans do fortes proportions et par contre,
ln cironlation wedlle autour do Pindien 111, K msra et dans des imiis.
Gui suivent, les pess oo stabilisont mais au sondraiee, ln cowrbe doda
dirgulstion progresss dane des proporiions seons fortes pous ddpeeer
ubé fipitivement dis 1o mols de maos ls eouehe dea priz.  Ihepuis seplembag,
Jussgu’en 1aai, les amplitades enregistrdes dann 1o courbe dos paix sont
low g inaportantes, Thapuia mai, un phémoisine upgsi se prodpit,
Yt moavemonts de Ia civenlation sowt Desucony plue aziples. En
conclssios, la riccalation est plus loute que b prix & s'engager dusa
la woin de la liausee ; on enregistre ne Mésitation dans lo hawse do

o s sirculation dans bes 8 ou B presiers mols qui ol suceidd & n déela.

Tation de guerre, Law prix, par ovitre, haoisent sigaliérement @
owtle Epoquy.  Mow courbes montrent clairement quo les ek n'ont
s joud un tdle passif.
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II. parait que "o omis de vous dire pee la hanssn des prix qui »'est

n produite e septombire 1999 & affocts Iee mnnrehamdizes importées,
| B Dr, Gorrs wme fait justemns obsarver e Jes produits strictesent
| losanx tals que o 16, o mais ok |es fhves o sealoment n'ost st

lestsit muiz ant mbmse sohi une Mgre lsise pesdant prds d'an an

. of dbsi. Jo orvie avolr précisé dans mon Matsserit que eo sont los
wrticlen d'origize dtrangive qui ont inpnsdiatement Evolué vers In
batsse. Oependant, jlsevapte wloatitrs 1n remargoee du Dy, Goara
qui s'ascords fore bien aver mem srgumsentation, Que Jes prix des &
produite d'imperiation aient varid dans don proportians plus fortes,
e lew s s produite doosestinees, woild, jo ponss, un srgusest
mu pour vetix qul seatiennet que d= monvenwnt  de
Bamm eavegistad o septemlre 1980 n'éenit g 06 & wn Esetour interna
sake bien & uno inflamos extiimre, & des motifs pryehologiques.
Le smsavement s hanen o biem roga soa Lpelion de i'extébvur,

#

"t -

Wexpont du D, Durwiche qui renfernic wn vertain nombire Ay
temmavines fort willes v mo parmaties de fourils queljees prévisons
o0 <8 qui ponertne la tdorie eantitative do s manesio of Ia lislanog

1 parals U0 B version que jo voss sl donnde de 1a thévrin quagti.
tative dn bs monnain sk e trog ﬁ.ll'lfl_“-ﬁ* 1mrn{|'hn l; "’l)prm
diebenl, 55 vour wontex bian Juseu's quel puist entte otitiqua es
Justifide, .

Fab it en effat que pour ba théorie quantitative = be montast 4, ¢
stoek mindtaive ost "t casal de sx valenr " Lloxpresuioy,
“ateck neoobtaire ¥ souvanterd non sealemeat bes Lillots émin g,
massi tous les dmverts mondtaires duns |'duation des dohange,
Aprim toal, los dépdle somt upo neomiaie, wue Frbtle seripturaly
o Irving Fisher emploi & plus d'are toprise pour désignor les dépdes,

le tarmee momunie<hipde. Dy reste, ceux qui ont o intéyralement
b toxts op s commuoation so sent remlus comple gue “stoek
monbtaire * weait en sans extensif qui o &6 poieiod duna une phrase
précidut immédistamens colle guo jo vous a2 cité plas hant: ™ Le sens
de moanaie " ftend ; o'sst tout d'shond 1'or, loy neétans prévieux puiw
s momnsio métailiqna ot les Lilleta, cnfis, par un dlasgimensent consi.
dérable de cetto notion de monoaic, des fotviniistes qui sowciveng
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i la théorie quantitstive sopsentendent également los Jinetnesis
par ohdvusa an moyes des déphts ot les vitemses de drvulstion des
billete et do ces dépdts.

“ Totites les fornues de s thiorie quentitalive oot aive teneitr eoan-
M ¢ e imostant  ln stook momdtaire ost SRSt caaaal de sa
valesy, " :

Maia la Jdiffioultd réside d'abord danw Mimprécision dea donmées gue
noes posséilons pour cartains des termes de équation des &clanges.
Elle réstilo cnmnite dans 1'enchovitevonnl apparent de tonsfes dléments
eomsidiris Jda fail it les expiionres an Econenile polithpes sont non
prsvagniées & I'tnverse des expitieticos chimiques on phwiques. 1)
oeie med possibde ' isolor Togs Lo [actenrs comme noss dénilerines
A o rigoeus les fils d'sen delwrvenn.

Tees ehiffres alfeests a W oqui voud ont 9td sommis sent pigeurouse=
EGE ex:te ot & ol dvated (Lane sues statistiques e parler des montants
do hillvie dmis par la Ministire de Finaneo, des onrresoy notes ou
de |2 mosmaie métalkinoe, jo I'ad falt sclomment syunt ostimd qoe
oo oEnhies pecupaimt noe et modests o eanus influsnce détieve
aur lon waristbons de La checulation,

Pae contre, les détails relatife A M" o4 surtoet &V, V' ek T sont moins
pedais.  Coposulnnt, en co qul concerne M* j2 conde qus les varjations
dlos dépdis do la National Bask of Bgypt qui peus &ve copsidizde
comine une banine contrale en Egypte, refitent dans upe certaine
mswnre lo aens vers besjuel se sans dirigls les digbis an Bgypte.

Floublioms pus now ples que Iéguation des dohanges u 668 dégagée
dasmis un pays ok les paicnssnts par oldques tieuant use place pré
pondirante parmi bea fastenrs mondtaires et qque les condithons mopst-
taives o I'Egypte e peavent pas #tre assimibier & collen qui préva-
lons dans les paye anglo-sasens.

Quant su volume des transactions T, auein it préais uo permat

Uniirnier qulil se soit nwdifid daos un sens ou dans sutre dans is
presibioe annde qui w sueoild & b déclarsiioe do guerre, T est vaie
sembiatiloment deveurs statiosnaire.

Les variastions pzacie de ¥ mo sonit inconuzss, jo 'slmets volouties,
maia nbiencs e dopunsemiy poaltifs connernant o vitesses de cir-

culation we peat pas Stre interpedcde comms dédnvorable & natre point

do vise. Dums liscortitude des vaziatives de s vittess de drculation
ot et maal vuna powr nos dirve que V u‘t_n pas jusé n rély passe! mais
i déolonchi ta kauses des prix. B, qui doit Sere considérd comme Stant
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'Inpﬁmiﬂ.rl fl_mi! lu-_mél.sim e Egvpie, o Gvolud gwpe un pesiain
rotasd wir bea pric s ddbut de vette guorre. Par aillours, i1 ¥ a d'uutres
faits patenta que l'an peat invoquer ef qui carralmgent nintre opinion
selos lsquolle des raisoms quabitarives ont détormind la bansse dos
iz, IFy o le can dos commnussdes anticipdes qui A toon avig, = joud
o ribe important dans lo dupssine industriel.
Par sillewrs, réponifant & une obsjection du Dy, Gorza, je vous ai
parhétous & Uhoure de b hansse survemio lass lex produits importés
- aluen que fes prix o ventaind produits dsmestiques ont babwd, i
Ia bassas des prix était dao b des raisons Cordre mondthlto, o
[n?mriou pas entegistrd cetfs discehhsustion  wsurvesmue inmédio-
tement & I déslarstion e goerre entre peaduits importé= et locaux,
de sulx @'sctond aveo le Dr. Darwiche lorsgu'il domande de ne
pas ignorer hos difiGrents fovteurs wnsoeptibles d'influer sur lox pinix
¢ dong spanent sompte bes parfisens e la théorie quastitative,
(Fewt pour cette raison 4o |'al vonsadind i tonr de rile tous ben termes
de V'équation des dbanges. Ju ornix avoir manteéd gque les prix npt
- E'ﬂﬂﬂ s dibug de la gestre indipesdamnent des dives élémanes
menitaires eomptin clans I'égintion disichonges. Les pais ant huisaé
e sank qee Timpilsion proviesne des laciesm menétaires. Les
diszordasses niasifestbon dans les mouvemenss de eos pefronidnes

""m mf ﬁh ql.lﬂ. I‘ "h‘hue.m‘hﬁ\ﬂ‘, M-ll‘u-‘ I UEEH, e k' a5l
cnnduil pues u'mulu fuits dﬁﬂgm ' B ALl
Masis 1o m.ﬁumh iulpn-.lp__o.& oo et Io ~ sitdeis pesibies * dout
oI e confeste pak la rlitd, swis §l Toi donne e fonetion tolie qme
In théorin quansitative revétirait un caractive inétusalle.
1N st regrattablo que fo Dr. Daewiche stait _'pd..pw,q.? R
mient s pemsfe A ce ajel. Malw de oo qu'tl ddy, dles autoury iy
gite, on ralire Uingirsssiom sl tont en monieast e sk,
desmonrar Gdeln & la théerie quamtitalive, fmon contzadichens fulg

Wik

' pordre som catastire de thévaie, Dapsea forme cluw bpee, ks thfera "’\

fuantitative attribue aex Jiris n rdle absolminent pesedf | impubioy
no pent venlr que des divers dldiments mondepites 1 “ Lo mivenn ooy
prie ool wormalewent L soul dldment abiodumest perasif de Iépuation
adndrale dee transactions, Tag autres dléments de "éguation générale
ibe |'felinnge et loa comses yui lui pont antéieures peuvent établir dea

limites i sms vasiusbons, iz ls weiprogue n'est joswiz evase. ' (Trving

Fisher, p. 190, * Lo pauwvir d'achst de'ls monnaie, =, Paris, 1926,
traduction de Panglais par 1. Picard et J. Bowrroux]). e encore,




Efrades ol ¥ Asond meay =)

Be 2110 "iuess avons v gils oo rdde saueal des (BifiEeats factours
i fegarent dams Véquation géndrale dos transctions n'est pas aFmé-
tebpee, 11y o i éldument essontiellena passif les prix of leur nivens
windresl buir 5o comlopmer aus exigunces dis asiros fncbesirs,” ot il
fokin, o 8131 " aore conclesion Gnale sora dene 1 anivante : nous
e vopons aweus ohstacls |lui s't;[timo & PafErigatsan Jde s lin
ipantitative.  Thas variations dass 1o quactite Jde imosmaie on choestla-
o yiradnent novealanent des moddfieatinns proportionmelles <lans
b prix, " On peut bne alliziner quo suivant cette conoeplion de
Ia Yhforis quaniibative la quantité du steel monfsire et bon 1'66-
nicit oanssl de s& valear.

Muin vous savex que bes cowtradictious enregisirées uandost ls pre-
mitre pueire mosliale i gmaitih apris entre la Uhéorie qeastitative
wimed oxposdo o o faitz, ont déteresing des deonomistes B4 A |o
tiforie & mubtiplier fes poviodes do trasaitbon yui, dans Fespait d"lrving
Fiaher, dsdent ssrbont les vnnintioss saissnnidres.  Tar aillonss, or-
taiga out donnd une telle extonsion & In thiorie qeantitative goe
finndement o no disorne plos de diffdronce enfre La théegie of
P'dipmatinn des Schanges.

Lotaqus be Dr. Tuarwiche, soppayvant sur Popinion du  profisso
Cusnan afficnn = the theary of the value of niomey includes the (puantity
ﬂwq:. bur comtning semctling more {paragraplio 3}, on Men et
wesgu'il. appronve lo paint de vun selas loquel bes guix ont hnsssd en
Fgypia au kbt ils lu goerro tinis pour des motify pexedalog iy um
(paragraphe B) dut-iidire en samame, indégendunmeni de factours
q-lwtltnatlfﬁ lorspoe ” o Dr, Dirwithe bmes do tollos affirastions,
1 H¥ES-VOIE pas Vimpression qu'il fit vesimmens e de s dx et
larre -|-.lﬂl£!it‘tti.f il'_llM thisario i mouE s formn fhﬂimu‘: ot cxolne
visnient  apsinbitabive! Ly théorie quinnditetive fan P'I'W ) i
eassilo sux. Shiments wmosdtaires mais 5i Foo nie ke P ethry sl
des grix, st ou lonr reconssals & oux aessi nmo action imgalsive, wlors
ke thistie quantitgtive pemd eou carnobire de thdori of dlin fe coefoesd
aven Pégalld VANV = P, et

U s Von niglign certaiines chssrves, tout b mondy scdinnt 1'6qimbion
des Gelivmges G Sonit une rolstion de watlitd enlen la Pt
do manaajn e croulation ab fe mivesu séndml e prix sins toutefois
attrikaor s prix un vl gussil dbandonus aux varistioss I 4 v,
I dquation des revwnis R eat dgalament gne vdalith indissstable.

__h{tlil ﬂh_“lﬂLlil! de L5 4'}.']"5 (‘l’ml vonsidénie mwn olle.moisme n-'mmq
wuean dlnsat positif concermmat le problims de ln Rossse des prix.

'
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i ~ Ce sont lea hboties construstes & Fasdo de cos dquations qui pro-
1-::_' ~ Qupendant, Véqustann R<T'Q a Vavantage dv laire pessortie e sole
e Wl]. jnuemt los revemus dans bes cariatioss des prix.

| 'Mmm*ﬁvﬁm:@. i pas exclusivomest, & des

- Inchmes qualitatify, b la votion do revesn, & Unppriciation vande que
..ﬁ!ﬂ ‘M" fair Ao Tumith monitaire. Adors gue Véquation
.'J!lﬁT fit ﬁi&';en_yd?‘lmﬂ e phimeminm quantiiatifs :
aTtith do Bondaie, quantite de dépdas.

D ety e allant o ford don choses, Finflation des revenus wia
?:l: Hien mlﬁ _ﬂﬁ: Eun dn Vnugmentstion dos pris.  J'si
B TR wnqr Iy résarption do Uodlre.  J'ai aussi parld _
dn m mum‘ e Thactsons hisises devant bea Geines "
menke Aneem = . :

o 'Mm ol 1;hl[“"li""ﬁlifﬂ"“l. ‘oon melitimenia dost |e pvhie
- mm‘hmm*ﬂm'“ tlea prix ne powvont
. edmla T - pas o2 calotler A hrm Awnine soquation, pan wdme

s K s mmm Gelto réalivég moeuvanie,
Le D, Darwishe nous doass une sxplicatio ;
lle et andiaive, 1 st 4 n icstaion s o

e g iz 8 o o8 |

k“‘:ﬂ 4 mm M“KWQMP: ﬁwﬁuai{: de

d"inflaer war len priz avant 'adoptor une solution | sl Mh:mw:’:'h'"

pemment vruisemblable of wilmies par membite o'eaporygste s

mistos, n'ens est pax moins en discordance ks nette svee bes foits .

T “n

e D, Darwiche qui pivede Texistanoe $un cototin pasibus * gl
sliowkl not be figusred aml is indeed S5t i0red by the prtisg, o
{ha theory » tplmgnilhu 4 et sut e Eﬂit.w: “aves in fkn beass fmp;:
catel version the value of mnesy woabl lhw.ag. ""'“‘“ﬁlr Bk
wiers othe thimgs (Inoluding demsid] ressain sl ™ Be Do Doy
aurait og avantajge, jo cros i wabvre pes ooy ot 4 canabiérer e g,
I'ﬁ!im tsnl.vu o Déquation dies Lraiisiciings Nt VYV ot 7

Dn i cen bormes, || ¥ on & UE sl Ili"l;l‘\l Relas el AARBOUS e
anctitzdy Jen variathons, ©ex M la “'“‘z'“’“"'_ nonetaire of le Lrges
Je sa courhe panfrondd aved Bt caabo dex pris e gros perniot e
eonclure que )

ti} th dussnrdance bied noLie outail &t it i ind b 3 lll_i"fl"i_l'-r.
trsmestres do condie
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(2) A bt do ln guarre, Is hausse des prix a 46 plus amplo o
Daugmeatation de la ciroplation. Je oreis, quiavant daffinmer dor
comma fer Jo caraotire impulsif de la monnaie, il awrait 61é mtioneed
ale démontrer 'mexsotiteds dos courbes du graphsque Noo I

O la ssule ﬂbjlt!_;t:qj i .i" I‘_lﬁlﬁi‘l‘t .'q ﬁ_'hﬁ&l‘lfﬂ‘ e (L muhcs -t
tpagve et patageaphe L, alin. 1 et 2 dont jo vous ai parté tout & Pheure
marsdre celte ohjoction qui o'sltéee #n rion b wiracizé de mon argemen-
tabon, bien au contraire, il ressard quo bes prix de gros auraimt (14
plus Elovds =i l'on temut compte de certaines particuluzitds que signale
maon contradictear,  Dans oo cas, ainsi que je Pai diga dit, ks disgor-
danee eatre prix ot eirealation se sorait aoceniute pur suite dwne

s dldvation <o s oourbe des prix.

L'explicstion fonrmie par o Dr. Darwiche awr |'tnflation menétaire
eat sujette b um cortain nombre deljections, Jo cnea o 1Ron contms:
abiokent ne tranche pas avee puses de netteld bes contoars e |4 balsoes
comsmerciale, de s balaneo des comptes ot do ba balanen des pammtnts.
Majs, i'abond, permetter ot de défimir Finflation, _

L'inflatéon qai wient du latin inflatss (enBure) eal, selon 1o das-
niticn de Quillst wne action decllor. L'sugmentution de lu eisen-
fation est sans confeste wonn imflation, Maia lo 5nnﬂ=mut des peix
eat Ggalement ane inflation of c'est dans ce sens qus j'ai parfois employ
co ternis oonfrairement & ce sque pense e Dr, Tharwiche au par
graphe B3

Copeidant, wn géndral, on disigne par inflation bw daimions de
papees monaie powr pallier an it budgitaire.  Llnflation, dass
co cas, st permiciease, elle témnigno un deat do déséuilibre daus
La situstion financitre d'un poys. En Egvple, e peut relever tams
Yes wiynes particuliers & Pinflation : sugmestation considimble des
billeta do hangue, eours ligal et fanrd de la livee dgypticune, hases
des prix, contrile partiol des ehanges, sams tostefois qutil ¥ Ait ouocw
Aigne Jmﬂﬂht‘l‘ e ﬂ“q‘lllllhfﬁ financier on d"ahns e upddis m

Mais jeo wone a1 (858 pedast 'antre jour In situation de 'Egypte
qui exi placde saus lo rigicse du Sterling Excharge Standand.

e co faat, les cvmwen o dévalnalion ne se limitent pas sus Dosiiss
du tebane loonl ou de BéGicit ddu budges geptien. La vonverture de
mokre Fnsnaio m,ggh‘c d'Butres engses lum&hlm e dfvilsstinn |p‘1m
par Jen pays diosd encaisso wad  pmiguenent eonstitofe pur Vor o
|'lrg‘.!ll=- Clest A 00 pufEt que e vous avais dig s W 1Tom nissas prei-
meette ile wigater quo s gl matachent la gabalisd de notine sitanson
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Nsomitaire unigeement & i gestion dex (mances Ggypticenes ot aux

Tesokna. dn trsor. local, fast miontre: d'uis cousto ves. Chist-onblies

1o Tonexime G la Feos Szyplionne anteefuis en o1, a été romlorde,
depuls 1916, par des baos du trisar asglais, que potts rigices est celui
du Sterling Boechangs Sraaliril ot qu'en difinitive, pour etuner Is
Semlpr g Boten Mahniie, 31 Soperty e savoir ln eoadition dazs (ageedds
s ipeave In monnsin wegdeise’”

Le Dr. Darwiche sur & mpporte  incompltomeat  cite phease,
1a cominente dans en sans qui Termt gensed §oun lecteur pey averti
gue mon jagement oacernant 18 pestioes des financos dgyptisnnes
et celoi Won sceptiges (paragriphe 29) alors que jak bien imistd
sur la saise stustion fisanciteo Ao pays,

Mom contendictanr n'estime pas yue ls badases des comgies suib
fwvoralie i I'Hgypte.  Lexpbiontion e et aprés Ioi, que low troupes
wationnies e jayent (e Towrs echats on marchandses, en starlings
wnen dollers mals oo gramle partie par de ponvelles dmisions da
billets Docamy, (parageagdis 25). e

Cedte comoeption ds |s Lalance des cotnples me parais errunde, clls
Empts dasa by domalns de |a Dalance dex pricments. 1] est weai
(e L'or ne somshiban weiie guas bes 10 powr cent dn motee. encalase maiy
1a Tivre gvpliemss o post ooeme valeus une comvertare réelle comati-
sufe martoat par des Ty dn tefaoe anglais of en omgennts de guerre,

Tos artints des armbes sbiies, #ile Be pomt yas Imidistement effoc-
tube, coreme Yo Ak bn T Darwicke, on sterlings, en dollurs on en mup-
chiahdises eb voms pousrions SJouter en services, serunk un juur payes
ile In socte wxcoption fate di cor Winsoleabilitd, Car I'Egypte gest

enmmenant YeoerTai v raiuﬂ:l'ﬂl e = wardhmndioe on s s ger,
vicos um o phestenre «fiiea. Do v, 1eaiuo Jen msstusts dus ooty
stteignent den ohiffron davds wt que celre Mn’-dﬂo'h&m&

billith de phoapénee s codines. Bt el st Je can de Tlgypee,

Main orcit-an fue Peursiase de metre .ma‘.fnnit foswe & huiire aciund]s
up tole impotant suc [ dendation dn peix t Tl veste & prouver quy
£i Tn ponvectum de wotie lisTe Sgypeieiime oat fté constitude en ' gp »
ol e devises Strangraes sifees yue les toma du todsoe angluis ow les
war louns, les ek Jnix se weraient digonflés. 1l no somble poa

woas avons onmgiated én Egyple une fuite dovant b monpade,
Is thieanrisation signalie =i scivent aa couns de oebte guerre en tes

et um opid Aébitowr, |o vommergant vinnuitte wn pod W;[“MT

v d

atijonrl hoj comatigwse erhaiins de VAnglterms wn mime tite qutag
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e phinomias opposl. Ssns sl donte, coweor lo smggice lo D Dar
wighe, 'importation des marchandives en 10 s onnts e temtos dipenss
dea Uroupes allides serait In sneillemre solotion.  Elle permoetirait
d'aceroltes Poffre, Mais #i noas avions b fociltd de¢ secovoir st
distoment Jdes marchandises o guastitds soffisantes, le problime
dos yrix pe se serall paa posd aveo antent | aeaité. Aassl, une péor-
ganiation de |a production leeale mo yarals plus proche de damssine
dan goeaibilités,

Enfin, pour oonclure, proposer d'wayinester Voffre on de rodiire
s demande pertit, eolom mor conbradictons . dn fealsme qui ne pesmek
pas de trowver us chamin pratigee & nos Offenlrda présentes (para-
geaphe 0.

Qua grgpose lo The Dwrwiche |

(0] Daegusanter Uaffve par lo palemont v narehandises des achals
de troupes Allides [paragraphs 33), 10essio eucollents on ellp-mime
minin i mg pasait pes realisble dans la consjomciure notoollo.

(23 I ridwive Tn demunde par wn systione de Tatiomnessent ¢t da
contrdde 3es prix wppropids, suggestsuy goe )'al déjd faite dans ma
pommenicstivn et gque nen contradictens nows rispme oo soginis
an paragraphe 34,

A e Sormmiste gwi traitait P'Squation dew i<hanges de ssmplo
traiane, Ieving Fisler oonseille de nn jeinsis dilaigner le trugemi,
Los plos vastes pémiralisations gu'on trouvs dans Jen sebemres phonsl=
ques ne sont wedre (e sle puns Bruivmes,  Tle sent la soures | ples
ffeonde des comnpissances dn 0 asiges  sppliguie-

i .l_maﬂ HMAN,

T
J
|







Resangues D E SE. Minworn Mopigen Et-Daawise Ber

Rewatls on [y, E.w_tu':. Ansier.

(1) Although L can pretond o have some knnwledge of statistics
sl analytical esonomics, I Bave refraiued, on prrpose, from indulgisg
into formule snd osaplicated theoretical disewasions. The issue
oes not, 10 my mund, necessitate 1hese rofinements,

(2) 1 do not remunber having exitieised M, Baan because e har
overlooked subsidiary mosey (government notes, bank-deposits, etc.)
in his exposdtion of the relatiosship It wieen wonay anil prices, There
wany therefore, no ﬁ-lt:mi‘_\r lor & tthg‘lt}' dizcourse on the pﬂil’l!.

(#) Where M. Ewsan was wrang was to have taken o oo simpli fied
version of the Quuntitative Theory suil toiled hard to show that it was
orroienes.  In bis answer, he ‘spenks of the dassical quantitstive
thiszy. We coubl even have tracod the thesey back ta the Ricardish
ora, whero it originated, But we would, thorehy, be geeving no nselul
Erurpss.

(4} The preseal refinement of the theory is to M, Bman no theory
at abl; bt o mere formods | It is, bowerer, s foemnils which be cannot
gnnre. The elassiral verslon is now of se mire than seademic valet.

(5 l?biﬂ is, b‘““’_’""' taking us away from 1he munin fweoe, ukich is
quite simple. . Eran had labosrod st sonse length to ahaw that
there wour o cawsal connntion befween fhe amount of money and the
wavement of prices in Egypl.  This contentbon T have dried to refuto.
And Tstill bulieve thut, an Balance, T am ne the raght sidle.

(6) Tn his anawer, M. Eman has, T think, svoided my criticisis on
the mainissue, T Ead shown, convinsngly T hope, that shar 3. Ensn
symptams of inflation, [ went ome better and tried to find ot thn
cases of this infation and consequently of the smptoms degdetul Ly
M. Eman. And b thought, and stifl believe, that T gave the right
dingresis in maintaining that they were maknly the teanlt of the expenss
of foreign armiss, colpled with o declining steek of goods, T als
aibdod that the fiancisg of this expeeditiore wit hoet having to s port
gouds wan renderad poasible by s irregular devies, which was adopted
it 1916 ay  temporary mesdsre but lis lasted ever sinee,
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1) Pars Lol my contention has bees confirmesd By the Mouetary and
I_«ﬁmh“hnlm hedd 4 Caipo lately and especially by ¢he spoeech
- o ﬁ'lﬂmﬂ Moyns, ite Presidant, 1k i tree ﬁll_ut a distimethon was e
» at lh Conforersen betweps a Freach type of inflation and a wider fype
af inflation, which the Mildle Bast now enjoys.  Fat foe Lhe puposes of
thin dhiscsssion the distinetion (s of no nsportanee. Tt be bom adduier-
sl By ﬂi-i?gw thut the masn o of 1he soeiring proces v thas avea
0 the infatinn ooused By the cxpenditure uf the foreign ormiss.  Indued. .
Al epmsedies viggrestes] iy e Conference de non Eiffor grestly fron, Qi
those 1 had sabmatted Yiere in v wscbor talk.

C(B) AL Brian acvuses 1 of having mbssegresvstiel hiv statstnm,
about the pesizion of the Beypaisn prund. Fdu not think the nocumst jon =
s fuir, Mo dandes that ha had stated st the postios «f the Egvptiag

- :Pﬂin[. o the finagces of the Egyplian Btate were weak. Nor i)
T weeribe suek ideag to i, But be ezid “in w0 wnoquivecal tope,.
that “ Lo sadnfiin Hhat the position of e Egyping povind in relation I
wihir owrtomeves ioas sowsd (eosite) woudd b "ahsriiiy whorts mightoadnes *,
I quoted, in uy earficr note, his words oerbatiwe 2l in Fresh, 1 be

~ feals now that lis exprovscun hs| gope farehor tham it slhosdd Jave dosg
bhiin would b o fanl of sise, | took thy pxpresion as he jus i
and frid o show thet, fn s Tar as the Domnarsm wus betwig, '
sierking amd the Bgypiinn posmil, the stavement Was ang Jusifled.

(90 Awain, M. Enan pretends that T heve siwaniberstead hing opy the
question of forvign trade, indosd thut ny whole suting of the Trlmt_v af
Fternational Trade was orroneons ! Al thin for the winple requn,
that I mized up what to him are two different cIptessons, oz, 5,
“ balaney des eomptes * and the * balaneo tes jlalemeidy ™,

10 Well, te start with, | used tlie Hnglish exProstien * badusing o4 ‘
!‘!t_"'l!ilﬂ- * ax npeaming ame sl the sama | hinys 0¥ i?ﬂ iy .'.'?l“"’-“ I
s gomptos ™. Indsed, the expression * balaticy of neootnta ™ iy
familinrto ke English coonomnic fargon, ot lea the Theary gf
Maternationad Trade.  And it seeems to mo thai the exmﬂil “ halanes _
ses pdmnants = ix aqunlly wafanaline in the Frenvh tachsical texming- \
by of the sitise thoowy. T (his is w0, then thare would ‘:“l-'f be twa
EXprwsions nne in each languagy, wiich denote the se thirg, Theso
are * Balauco of payments * in English and = balsuos ides comptos *
u Fronch. Azl T would mot have mized up two different notions,
48 N Bunas seoma o imagine. -
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(11) T fact, the Duibed Kinglow is paging fir the cxpenditure of the
Sfareign armies on Egypina woll by borrewing from Egypr, 5.0 obtaining
bankawtes from the Nassopal Bank of Egypt and giving againsi thess
promiises to pay later in the shape of British Tressary Bills.

(12) w50 Tong ai Egypt is gating out these Lowns, they ehonsld mot
Siguwre in the cradit-side of Riv babinee of peymenta (o ihe © balance dev
goweples ). It is only when she receives interest on fhese Jonms or iy
pepakd the capital that the tnferest or the capital wonld figure in the
erafitaide of her balunce of papmoents, ie. ns invisible expoets,

(3] Heat 48 mestmms to nige that this asalvsis was alwent from Dy Euwe's
peniwedd w hion ho olsimesd that - snabeed nse balsuce ponmecinbe 36 ficidade:
I’Kg:rpt-u j“'llil. Av e Jx‘r-’-n Fuzie hoakasive s doiptes Guding et
Favoralde, grive aux sowines dpormed dépessces aur Lo sol Gyptien par
les wrnsdes alliies ™, Ttisa apar-ensigd gress that L ieant sopset hing
different, indeed yarker the opposite, vz that by spesding these fmge
wutest, the azuien are arlually comrecting Egype's nsfavourable balanee
of teades in wiher worde, ke semmie to consider the expendityre of the
foreign wrmbex am an invisithle export sams as the expenditure of
poumsie This is the l:-'in-mpt,hm whick [ sbowed in sy carlier L
to be outirely arromecius.  And if M. Binan nimst pait the Dlame for
ghiu comclusdan samewhere, he should put it an to hin ewn expros-
wions ratker than 1) igndrance i othore

M. Bu-Dagwisq.
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FROM THE MIDDLE EAST MONETARY
CONFERENCE TO BRETTON WOODS

ny

SANNY LACKANY BEY
Hewd of sie Equptian Delegarion fo Bretton Wonds
I must take sy wiylivnes hack to the days when n mopstary con

berence wak 1nst hel iy fuiro o the date being April 1961, The
comferoncd Was comvened by the lste Lol Moyme, Botish Minkster of

State ; the Unitad Sia4es being represested.  The conlierenee hisd for

is afficial tithe, the Midile East dMonetasy Comference. snil eomgerised
Egypt, o8 well as the Sudan, [odis, Tras, Iraq, Byria, The Lebannon,
Palstint, Cyreasnion, Rritres, Ethiopin, Arabis and Crprus.

The conference as thas canstituted stood wa b ood stoad i Biettan
Woods.  Anocorasion had asisen when it became clexr to Middls Eastorn
countries B8 it wns ve their advantage on n certain fwue that they
whould preseut a ooy front wherespon the Sonth Afrivas delegate
challreged the spokensan (myself) o define the Middle Bast. Relying
va the procedent of the Caino canferesee, 1 neplind by enumerating
the conntries which had tses gt that sonference fubdling that the delbmui-
|ntieom of the Middle Eace had had the hlossing onvd recognitben of both
the Taited Seates xnd the Pnied Kingdotn.

The issus srose sat of the elanss governing the appointment aud
ulectsem of the povwrning body of the Stalilizathon Fusd which it had
been dechled 1o rstalifish. Side by side with the governors there was
to beset wp & body of twilve disectars sind nm eqesl susber of sliernates
Of the twelve directors, five acoonding ta the dreaft then under discyssson
wore 1o be appointed EX-OFFICIO by member conntries with the
darpest quodas : veang director on behiafof each of the United States,
the United Kingdom, the Soviets, Chins, snil France : five ween 1o be

1Y) Adcres dalivepdsd belopn the Mesaigan Clroup of the Swisiy,

i

bl e
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" elected by memhers not estitled to sppoint directors except Latin
Asoerica anld 2 by Latin Aserica. 1

This i the firet bono we dad Lo pick with the conference. The d |
allobment 0F two ssath 1o the Anperkean Begalbicos stmounts to ay
inbrasian of & wew principle ; that of regional Aistribation of sests ;
ansd we folt theee was we wammnh fea making an oxclusive gife of thay

- priviage. Duos Lakin Americs is iocognise as s oflective antiyy entit)

o pval me wuck and to labm in that sapacity o peodetoemined ke

" of st on e Wirpetdeddl, Vhi donr was ub ation Hhoow open befor,
" g silarly sitouted s Latin Anerion i€ e grape s o 1

their undoubeed right to clsim ts be freatsd on & par of saslity. T,

was o reason sy the Mibdle Bast which badhisd smple recogeisig,

as am Eronotie antity, seoahl not be allotted an sppeoptiate nmsbag
=iz, We aeovadingly devided that the time bad come lop ll-rﬂlll;h.
Bastorn cotinteies o plead their eme

O rght 1o collsctive anl juimt oeteen had been strengtioned |,
prvvious pecogaitin of 1he twn powars which weze not emly the .a_%l
ot surth hut also and eapecially the two with the Lugest uotas omg),,, .
wiry, oomlirence whee tho pow indaed was hetng dobaded. Oy ;]1;‘]."-
el ales boen sannhiliaad hor sangihle prood gives ot the (uiro ml:l'arm'..-,'
that hore sxistod i Lhe ecosomse !lﬂ‘ﬂﬁ_b st gh Snteresds ig N"“!‘I'Hln,
te warrusd jodnt notion by Mildls Fastern connteies,

Our délegation feaght hard, the dssue wak hotly dolwted in Loy, -
somnisshs and oamniitiens. lﬂﬂ"“""ﬂ'ﬁ it wan fxr fpois hﬁl,'
et infention er wikh thas Lotin Awmerics fbi"j"l he demied the p-lﬁ]mi
which the sonference had canferval om . On Hmmql i
thiat measute suitnd OUY CORVEDROCE VeTY mugk. Al g -"""UM'NIw;
was that the conferendn should be w_r.tﬂlftmt with itaell ly:%l&;“
the mme privilgm o oty awa eoNSRIE fraugh: “FHA Bt 3
W maziaged to svcure ploaty of synspatiy hut wern Bet "”"'"'111.-'4:‘; o
il on a ghow of hands. Although we lid seoured & verbal pray,;,
Yrom s number of inflieatisl and ropresentalive South MJ'i!'icgn
didegates to vote for the Fgptian ameodmort, smahow or other, 17,
! ﬂm folt: that they wire ot bowtil ly their promsse wid voq .
: it e,

‘ﬁn'ﬁbﬁn'wﬂuﬁﬁ had been convensd o fi&lilxht&m othpp
thingwon the price bevel, hug it proved to bo snogual i ite vurial od‘uﬂ";
and the wislom it showed fn delimiting the Midille Haat was bag),.
matahal by ie endsavours to prove et saving and taxation Werg
swltablo tools for bringing prives lews.
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I¥ all savisg consbded of boarding thes 10 might poasilly kslp with-
draw csrreney Tmzn ciroulation, aml 1o resubting dminution in puze
clasing powae might thearelicalle balp red=eo the price lovel. This
is the nles underlying the zale of gohl inpots, but evey so, the isgue
would be deubeful bessuse purchases by the armed forces constitute.
sunh a Baurge propeciion of todal porohases that likoly withdrawalks [mas
cineubuiaan resnlbing from eevilian smvings woukl not awail.

Homwover l&t‘illu' 5|| 1 e evsnssnmie senso 1§ (ST lmﬁl} h’ﬂ?ﬂllg: “
ma )y take the lope af defereed utikity,  The invmediate wtility deritved

oo -ltltvi‘ug un ullp’e ur |lrinkil||,_[ " glmu[ femoeade and the th'lf}" 5

detivod from wtilsing o ek or & obair voughly Tustmte the line of
dessrcagian betwern spesling nmd miving,  Therv are slen relutive
thagroes of ssving dogpwasding on the period pver which 8 sprosd the
beeno it dervved from the nidisativn of se ohjeet. The sinking of capital
in il eomtion of @ Bungalowe vonsfidates o inore extosin saving than
‘the Pil’t‘i""hm”‘ |_:lmlm == [Iife 'napmui.w et gn_b-. 03 mﬁd‘ ﬂ'.
wenonmt invested brossne B aagalow wiald ho grester saving wven
an oopepared  with elwima ol equal vaber —. The bemgalow rhes
sweang feether beease the honglit dorived from i ume can be spread over
wdongor putind. - Thusvwed it s diffienlt to senin what mnner saving
un ﬂif—r:ll |Ifi:lﬂ. H!'_Qitix"!. BTy m\'illu 124 '|i||,l ('um;g‘mq ““ulll
pornte & FOrC eXbaniive e of copital goeds whick happn ba be joest the
pois that havw gome shiort asd are destined 1o o shotker, 11 must
alsn e rmnr_:zllmrni that by #aving an in l."ﬁ'-’ff!fling olso, there is an
|;i||‘iu‘.‘luul poant whish if cxosodal rondors uving a dmawlock, Wo
shoalhl = theory ot any rate divide our lncome firf woeann u;‘\_."ihg sl
epperuditare m soch wiss that the Lur plastee spast yiokls s oqual
satmlnetson with the last pstre asved. I is the plain law of Foui-
margizsl Betutns, A person is a9 open 60 the objection of Ieing o
wpeemnl theilt as for beingn misee.  An winpmalified camn e g for saving
is mrnmingless.

Nationn at war mye exhoated to saye not jn the hope of achjoving
price rodsotion, but becaum aving is a mesns of diverting oot
tor the war machine. Bat there obviously is no point in tendéring
wiseh mivies imos coustey the bl of whone ipconse i alroady ine
yegted in toqusiry bills aind whers no such diversion is coguined.
Fartunately we heased noehing sbous the mernts of savisg st Beotton
Waoads.

Wy g ———— S T————gn " W
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Tt owean bor iy the least quar that taxation shonddbe asdvanced as a
remedy for the vise of prices. Oftener than nut takation is assoeisted
with a riwe of prico. But it is 2asy 1o see where miscenception areso on
thix point, When the choice lies between taxation aml borrowiny
far the rassing of fumds for the conduct of thie war ; taxation is in the
opinios of many hy fsr the better method. ATl the mtre 50 beenise
‘abstention from taxstion olten gives vise 10 0 temptation to ipfap

_ w*ﬁlnh Imeans sourisg of prices, Hence 15w far astaxation is
» means af ‘“Miﬂm illlhﬁf”. it e meann af kﬂl!ping pl‘jﬁu down,
This does not apply te the Middls Esstorn vonndies hocauss {heis i
rences —save for Arabis are preged to Sterling sl 1those coustiijes
‘have neither the means nor the power to altes the rato st which &

i md’ﬂ have been so pegged.  Fifend if those eountries nra iprn

dh'. mtmpuli:nn _-I_i! n!l. it iw im dbip Ilfjllplllinn of tle!h!iltg li"“if

_emirencies rather than 1o ihe templation of weeing thess coantries
nBated further.

 Mhia'tonitention that taxes 5 w0 mued lncnese sletrasted fromn the
speeslatie miimey of the people ir rebuttod by 1he ot that the oy
thus Uilﬂ!l'muuut tieods 'b__e.'lpun?.. bew the tmi-ring ast ||m!i'l._1_,‘,

: "ﬂ!mwm m.’wmlﬂ.ﬂ“ ‘ﬂllll‘lllitl'll fﬂf-dﬂ!&liunl aml 'h‘lklillg
d'l"llmy‘ th‘%;mw’ ut 'ﬁﬂll 1 wae s mefnlip T, Mlbl'ﬂiﬂ.ml
2 note in which—1 advacated u recaluation of the Fgyptian Pound
e presemy Tt 0. W 3 1 P & mscomteption eurrent
in Bzyptian vircles that 0wr bigh pricolevel by e to the oulesed piking
up of Trossury Bl For in the ahaence of sueh Hilly s e
hat & pile of sonse other matorial, peebagin gobid, Jealinpm dollar, e
we eouhl 80t possilily eseape the dimassing 0f & e ol wpgs. Noltliny
gold noe diflars coald have availed s fmporting goody iy e ‘Bﬁ:hdm
of ship 10 esrry thens, | | o

My theis at the Cairo conference was (ki that the T sty gy ot
istemmativaal halances whick s normally efected by M Vemen o
goods, the renidering of sorvices asd [mrl‘-l}:!r;r the areusunbifio of figy .
bl]nhﬂﬂ in st presont im [4Tge meenzare Leimg achieved v an Qﬂr'.'ﬂﬁ_‘.w”

cumvulation of foreign balantes 4o the rxeliysion of the ather lihem-ii\'ﬁ‘f

’!T;i;t 1 il wak doe the eiremmstances of war aml I!Iu n_lg_,tﬁl"p"i
inmpossibility of importing the full vobome of gosdy sl ':*-c,fllﬂ!lp_ ke
Pl quastam of servives that g to setthe l'h‘r ernees of l!:.e -:uh;_;;a.!m;?; ol
Buzlasd to Baypt over those of Ezvpl to Eaglasel.  The tnpessihilipy
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of nseoting Egyptian elaines in the form of geeds aml servicesis however,
po warrast for forcing om Egyptisns as undesiralle sltermative st
@ rate which had been fixed on the undersianding thut Egypdian note
hedders would st all times have o free choice betweorn Foreign balances
wnl imposted goods, True thint chodce has been denied ns by the foyve
of gronts vl with itsalisappesrance the saioon 1 Stre for Gealion muss
abu disappoar, A proper valustion beft to thie determinution of auti-
matic forces would place sur Pound Egyptisn minch higher than it s
and T moved for its revaluntion aecordingly.
I sympathise with such of my friends as took ueliape ot this thesia.
l'mpk possessing streling baldsess alrond would lose by repatniatieg
s their Punds and the peice of eattos would ol be quded fn less Pounils
gypeban thas before. The loss in both casin thisgh sominal would
have an advorss payehological effecd. Above all, parcdanes by the
acnsad forces woikd rive in terms of sterfing for o time 08 any rate.

But however napandnuablo my thesie, T sulmst it wae much Juss 50

thas the counter thesis silvanced which seught te peve thet the.

proper retsedy wie to devalue our poand.  The fact that this was &
gomp[glg Lveresdl af ohjecdives did pravend sopme of the Caarn
Conferoes Troam veatilating geievances in that tany, hongh in conceslod
tecims-concenledin the scnse Chat their gricvanoes never msaterialised
nia B vesoduting,

[t was Bowever oledr to me throughont that there was a5 upsderlving
idua designod 1o instil the beleil thas past of ihe Wlame for sosing
praces i tho Middle East retoil with 1he Maddle Base jrseld, For, to
clsirs that acticn of u particalar kisul was caliulatold to halp being
prices down wis a peemise whivh ned osly be foflowed by another to
the #fecd that such actbon was oot bebop followed in oeder to resch

_ the ilesited comeclwtion that therafore Midfle Eastern coustrics had

only themeslves 1o thank for their plighs.

Ldeed, the Blame for the alleged insction by the Middde East was
soon extonbed 20 far that the Wast —if T sy so call the fareign par-
chasing suthoritios—was po Jonger content with the pusishmant which
that slloged inmction wtematically carried whach it,  Tn other wands,
Middle Eastern cautdries were not being consaled sl solared for their
plight by the contentyn that it was pasily of their doing ; they were
8w ini;lg roprizaanded becawss the rising prives had bren swellitg
tim wages which the armed foroes wero paying s woll as tha prices of
gnads those forces were purchasing, The rontention won Stk barel
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pheads selemtifie Forma sll indasesthabily fallagions, the Jueal vemion
being that peices having risen beeo mued higher than iy linve risen
inn Burope, car defeered purchases will Lo made on ternss unfaisly
advastageous 1o coureeves. In other words orkental goods and sevives
% 25 to be salil in xohange for more than their proper eqaivaleat of
Furogeun gouds of the future, The desuwsnion was later carried on
Try- b Bleitealhy gutess wivere it was kasdled Uy writers joommssing n TopiL-
tation which should Bave sendorel them immens agaiont renwosing

e [

A Toenators ecoust Lins been givon of as stk in the London Bankor J
l“"hj"hf"-mu 1y pepesterd 1o duave intensiled hix oritbeimm of the
Michle Faat hago warling halances partly on the grownds thas those i
allead 85 fised salloction in the sntificially stahiBeed exehangs rabes st |

which the debt baed been comyeeted inns Stesting.

And fya tepaes wivich appeared in Rewters X may of November g
& simllar edabm is advanosd 8o the offsst that the prosent Ladian .mi
Shidiidle Bastorn balsnces ™ inoladsd a large elemest of peofitees;
*vihe Britisk Gocsrnmiens's cxpenss,” beesmee, sayn Uhe report, ~ the
w pﬁﬂ a8t which those comntrion peovided war mignilies had
beem converted into Sierding st wxinilated retes ”,

Tha womcistion of infatesd peices with inBateld excliange resty on
the tenmoming that thy namnal seustion to s persistent intenesuble Bigh
Sevel of prticon inan adjust st such thnt the currinny of the coumry
where high prices rubs is brsaght inko loe with the test of e worl],
This reswoning, Meiwew; predupposes 4 canipetifive feoedsn of moys.
ment which, @ the cincgimsanesem, o B comspieons by ith abaenoe i ™
inondy whea goods ane foen m_m:m,wmﬁthm'ﬁcm.w % |
aven altsough expocta e albowed to pay fur inngrta, yob (s e
mality of high pewes pensista, that the seastis vﬁ’lh"‘ﬂ\nmm ;

b expeted to cecar in fhe tanser indicated in the guotstiony. “'I'_!

i6 far (e being the case under war coniditions to-depy s ha, h‘“: ]
West Lavo practically il'wlllt!fi_lhwlfﬂ the Ditpones of by, _
War aspetuiilutﬂ from the Middle East poant of view R b 1 -

invisihle export of which there has Loes & comtimious flow enchoey ?"’I
and wnabated Ly sbippang salortage ; “'af““ th&* A 'l""m‘h
redeced imports to the Middle East 1o ditensions ?:-t COMI NS myrgg, |
with thut expanditinee, There kas boon & mtmmed: exves of thy
obligativaa of Englind to the Miille East over the obligationa of th
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Micldle East to Englaoul, which has not been sulliviently met by gold
whipgmients or capilal investsaenl. In terms of goods, it has been &
coe-alded lransaction 2l along with a conssquential disequilibsium.
Now what would hivo happenod — gives the present war cowditions-—
i Midile Bastess counteies had sidophed sax ehe gold standand or «
pohd convestilde standsnl or followed e exasple of lran by insisting
uis Ae deposit of a sslwtantial proportion of the sarves, in gobd §
Muddbe Eastern clams in ihat event would kave Lo tramdated pro-
Dakdy it ath aecianielated hoand of goll ie place of a pile of Treaminry
Bilis. Gold is v magic wand asd can mo better draw goods in the
abhsisnee of alul:u Thas e amy ther standanl ; and | havs often had
ecoaaion to criticise Bgyptian crities of the Sorhing standard-in o Far

e they senibed the secumnbation of foredgn epadits to the adaption

-

of thal standand. The stasdanl does not abies the faet uf oredib actu-
pnsdithon thesugh it may woll povern aud aflocs thie Kind of ascsmilatios.
Tutupder o gﬂm souvertible standand the exrhange wonld heve nioned
in favour of Mihids Enstern Countries in seeh wise that whils the eost
to the puarhases af war matorial porcsinel the mane in termtaof their
vireney, the peies to Midille Fasters coundrios would bave been Iower

i veamn of Middle Baste s carrencies to the sxtest to which the exchange

ek miowed in Their fovessr.  That is to sy, in metemn for the Pound
Bagvppeian iz worth mute Pousels Stezling than usder astabiliosd
ex<hangn, gosds in Exvpt woul e worth Rss bn torma of Pomnds
Bgvptisn, Teeaunse stahiliestion las imercepted an obstacle to the
froe movemint of the exohunge, equalitivivan bad to seck avent sl
excocedod in findisg cne i the jrice lovel shere it nssested {fmlf with
cruel u-ver.ity. The vhades lay between an cexchunge rate favourable
to the Middle Bast with o boieor Joved of internal prices o L one el
ad a wiabilend rate on tho othor hand with a lighes m ovel.

Last bt nat nsat, the Michile Bat instoal of beinig lefe stenaded
alter the war with a nsey of imcomvortibde erodit soahl hare heen in
w pesition 1o eosutsanil goods and wervices froimn amy source in larger
quaistitios with 0wl pange of clinice and oo norm alvantageous
LIl g s

e of the resolatings pasmed by the Cabn sonferencs was the bope
uxpressetl by the conferonce thint the tme woull not be distant whes
Fpmvpt conhl couvert s foreign balances inte goods from any songce.
Aw it hapgened this sesoletion remained pious for our balanees have
ginew terned ont 1o be inconvertible and cur previoes misgicings ia
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: -‘.ﬂ@lu ﬂgl:\lhﬂ bﬂﬂxuﬁ:;d at Bretton Woods. . Bu'l. bt me first
mmm mww s @-[. Arise d;ml.‘:i that mnﬂulmn: One of
e passed Bolieving it 1o be an attam '|*Q; v: “Ifh . m’lutfm ,hm'!ll
‘he " why goods 1 Surely thia is Apikiaiiy i s
Mgkt sod thould be pﬂﬁ on the nlill ~ RS e
¥ Rl osion 1 restily thin errve by explaini
S ) ¥ explaining through the press
” : h;q:.gmx oeerned th-err is wo debit ?ﬁhﬁ\"ﬂf - fr-rE the
%. = soquitted ns ax when Egyptisn potes are issued o i
f{:‘rﬂm Hmphn nota halil these j» an egeivalont in ﬁiex.l.zti
. “.'M_- "“Eg]::h Aunthority. We da ml Lisse ko cdaim the
“!ll;ilmﬂnlywﬂ'ﬁ'm_w" mmy; ‘;_lfu already s our Passession
i it e e .ﬁm_ p].u remnil Toe Wll that tl.tfl.mg Fwils us. =
. _ =l fmmm .lfows!gﬂm:g eoustrics will gt
D b LRt L e ol fn tha wciel s,
mw“m Sbbdacwithy !.bh-: “q‘_“:;“ poods empugh to sty oup
At Bretion Wm e mw b ' g
3 i ddhﬁng = h;r ol :;_nng |.s. frealiiiss o hnvo this
e 17k Skl .'H.‘iuﬂ'?ﬁbu“ﬁ lmnmnn_lm-na the partiey
I learnt from = highly pilsced Englisk u s possible. (s my retura,
& plan wherehy peiority would be gives to o ?“ et e e
goods, This acrangement, he asid wonbd i o o ot
the war came to an el beowase 'ady duﬁu :‘;m h mndm]nd__be!‘nm
in & juedtion to direct of canalise preduction e,
Wit Lie comlerence mes at Beettan Woua. he
infosmal mieeting sttended by the ‘wxpetts of thirty e Ml
examing draft llftlpm.h whith, i thnr (lﬁ#n.‘ fgthnr' e h""1‘]
for the aflective wiilisation of hi bivoked Sorcign balaoem St " L :
i soige emoibres B 3 consequerice of the war 'Muml y
messure contemplated yurdhase by the Fend feom governm, The
member conntrins of abscrmal war balsnees held Miw'mm-w
subjoct to cartain eomditions.  The coumtry welling the 5 ies
war Lalasess to o Fund was to agree L repurchase. from 'itt.--'
forty parcent of them with gold the rute of 3 per umu‘r:
aranalorred balagees eaoh year fur twenty YEus
This provision kad heen camoved from the final drafs submitted g,
36 confersncs and thereford discessions on this issie began by mequge-
ing a5 explusstion as o why that provisson liml bees romoved

ke explanstion given amsounted to the belief that it bul bean felt ta
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1he nuimtenance of the provisgen woubl umduly burden the Fund 1 its
istial stapes, But the Brigish ilelegates st the Américan conferende
were hath homourable and frank. They admitted default sz promissd
wmetuls ¢ Ahey weither inverted olbjectives nov disrorted fucts. At no
time has o0 hoen suggeated that the Posnid Egptian had been over
valued.

The Rrotzon Woeds agroesssnt 16 4 challenge 10 the Jassical gobd
stasdand which i supposed to rest on the helief vhat godd flow shoehl
be twa-ssdvd — a fall of prices in the goll pxponting coumtry amd o rise
in tbe gull imsporting country. This movemsest secording to the
thoory, should «vontually Jead to & roverse Bow of pohl sl the O
sife poree chdsg,

It has bsen clasimmd that this meeclianssm worked plan wien Loexdon
amf Paris wore the main ereditor centres. For. the godd flow imane-
diately peduced an expansionist pressiize and incrensed forcign bendings
i theesn arfers, Vinoe then. hotk Londan aml Paris had loss their
pomitana to New Yerk and gold movetupnts hive sizice failed ta produce
the desized or expoted effsct, There has boen & hreakdoory of interna-
tivessl borrowing sad thern slao has bees a mapafos: tendeney for Joces
Fumils tor iy fromm ane depository 1o another at no bid of the balxnee of
paymonis 'i'”‘“i""_' The socurity naarket fras come 1o piay s the smodearn
ecomomy & rolo ‘Ik..ﬂ&. anormoinsly overdindows the modest on phyed
inj mu_[-f't-n: poriod. !&x anly dlovs an ever ine ressing proportion uf
potal investments find ita way inte the serarnity marked, but those
inyestments — even loag term nes - Luy oy T

vedentod mrasarn of gyl & ® cotse to onjoy AN UApDes

: Thees while Tntesnntional capital Loaps
wee mfually placed in the batrowing eomirtry, unber curreat conilitions
capital movements sre highly ssnsitive to all warts of temporary
factors which 1nay oanse sudden whalesale liguidation of forsign

Hanee 1914 the warkl han tuden witaiesan] the nl‘h,n. of the phf
standarl. fn th

two mujor depressons luve. oardred the worll's afiention 35 TEvwe
hefore upon tha prabdsim of stabilisiyg econdisic sitivigy, There ave
an rocord staro tha et war Buimorous instassees wisre thy mechanian
of th> 20l standard bas failad o Tancting in the expecied fashion,
Tho wadervalintzn of the Feane azd the very slow pespanse of Fronch
peiom ta the resabtans inflow of gold msade thai g fow Bt 8 eoerective
of Ptrastionad dissqilibeiog but o cause of Derther ponmd jestoent,
A v by prion will, W ariracts capetal in seareh of profits, peoduce

.-. e . = T -_ B T W

tE Ay porindd, maring prives snd the cecarone: of
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65w eurrechive aubfiow ol gold, lut an inBow and consequent rise of

Cpricos,  Many Bumgran econamistn foaght sginst the resdoption of
tha goll Mapdued hetween 1925 and 1928 and they have wot fuiled
o point owt thed as sensr had the gobl stanfand being readopted
than the werld watersd upon o Jeptosaion which resulled in a wow
MI mlhg[ﬂgf Wist sloavlard.  Hacuery, it is pointed oyt in EVery
r:mm i bas oucerond Bas been sccmpanicd by monstary
expanasen, und Kk wupansios voomed after e interngl coosany
had oo Ereed lomm axtamal proassars, W tretving process boing gurly
chinved by urremcy depeoriatios.

Bebore thn batbownr, it inasid, @ was fo to amtnmes thid wage rares
in eanh eonntry weoll quickly sdjust thramselves o poedintivigy.
Even. in Eogland, waygm wers seawsalily laxibile risng aol belling wip,
she voliss of naI:Wut with interral pemen | whisiaa 1oilay
wo an no longes orwih on the sttainmest ol il il lirism gy “n;
intermations | stessibure of coata. Tn the explisatony note bwnet )
tively by the Brilid; Treamery it sape that “if a ooumtry's wage e
price ltvels in tamun of noncy are out of line with those clewhe,.
& clsugs in the mis of its $oreign exclanzy in mevitahle =, '

The geeoral tmod: in regont sopetiry Jisousion has therofors |
o tho whals tdwansis allowiig foe & cortaim floxibility in the el gy,
raten, This tenduuny wes o vatyte of the Kovies plon an well g4 p
the :'_QI'M 'ﬂm ol !h'l'htu 'lllli 'ﬂnhmﬂl whirly bes TS
the Fisal shoubl sim ootal the stabilimtion of the excdangy o,
It GvnicaBy eough a1 pEnESting th?_‘..-'glhlliﬁ'!_j" of  thore oy
[t profosses to facdifabe pot-an ancunditmrsl gprowth -al Lryite 1_,“;
balesend growhl of tesde. Wiat the fatter pheume m-ﬂu:p iy

srade sxpanson syl parworr bt (e Lo ovmeshailnre considerstin,
wd inderoal soono i 5 ‘ 3wty malif |

The s schemi g prrmerved o B 0 B T e e

& very s lasim link Bar _ 1) & T’ ol ';J' Wit
the obd tejietn wlik Rad wade "{ W “ t in the I'IT:P o
Gold wilh atill e e 1 prlay &n importast p* el i,

. {3 &
wystem 2 L gkt dias v overed fo pley a peit imall the morety,
systems which have

sy rednd thin II‘-’M plll:.-,‘-a'rﬂ mand Wil ‘?fre;"

varndly noi prid sandasd apetems, o=
. Ii‘--l-ulrwm pimhd 1hat the per vabor of the corresy of vec,
worber sball Lo 4 rpeeegenl an tevii s of goldl 'Al ke nu:m_ tie Aeete,
g,-m.;g.fglmm yalbers buy e boim slkeows for e Bjoet to perdasr it et ing o
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Au offininl buying aod slling price of guhl bavell em the paritics has
beer, fixad by the Fomd, bat without any obiiigation on memsler
ooubirbed t0 huy or s«ll goll. Mombers mevely snderiake to relaim
Fre Dngyamgg sl solling golil oukside the Timits fined, The Funil may
vouuine & meEmber 00 sl ita carrency 1o B Fanil fer gakd ; g these s
po corteepomling  ohligution for fiwmbers 0 we ) gl agaisst their
HOFRAY,

The esacnie o the gold standerl in shprt is fias owelyiage rates shall
b fined am? Somaniic teoreny, o salordinated te the nsistenance
af the extesnal Imfi'll.'_ while tho essrnee of the Tand 1s thay tlw.]nﬁﬁm
fistwd s frose 1he otted reosgabnd to hegalgont 1o chamge,  But'thie
full fiekged gobi standand ssidl hobis peideol Pleerin the United Statee
Hod unl_\' AT i‘-jﬂk)fii‘iﬂ_‘ wonnbitsefonm of rqu- EW. Kmm&-
aeritus peofomot of Hosnoe gt Prssecion Univercdy gave the following
H-ﬂi_mr-":r befiore tlyn Blnopm: Dommmitae an loroges alluirs nu m"-d!
Pt 1'0.]“’51 1844, 2 N odher kigd of uirmanicy sysbom ity distrectod poat
war warhl -.-.-Ille_:i} uickly i\ghon'l the oafibenon of e pable as s
trup gold staoilend,  Nn otber kil ran b el a0 winple, w0 susdly
pideeititilie o g e oore Whille Bhere whonbl be =ame munagenent of
tha gohl stawdard, both imternations] asd maticond, thiz ssaspanens
whonbd s Zopd s wuiall os gossible anid boald he saperimpossd. 1pon
W ayateen thak e fandumventally wistomstio in e ppemtion ... thers
ahould It o mostciotives on tle holding Wy the patilig of gald ook o
gl balion within the vaustry unr on the free comage of Iedlion ot
the mint ar Hee molting doww ol gobd coin,  The e partstio: urd iospors
tation of gobl Weull b fren frosa all trade testrivsions and tasif.
Uniler sach comiitiing gold will enpoy a very high dagres of Baidity in
it moveesty, awld the value of the @M monctsry pudt in sny gobl
atamlond coumiry will e hedd very chese (0 Vhat oF ity gakil oquivalent

in evory oMier gold stk country und 10 the velee «f gold bullion

i the free markets of the wocld ", _ |

we. Walrer Spalic Profassor of eesammios pc Now York Unsveeclty
waiil it & papar pubdished in Jansary 1844 by the monetary standsrd's
iuaguiry * The lowg history of the workl's axpanioneo with medin of
exchange snd slandands of value seoins o teadl wamistalosbly 1hss
guﬂ umﬂﬁm o any other eommiodity o instremantality yot devised
by man as & standard of value and ullisaate tgbidatur of caims in
crhamge..... Roganless of whether the mations of the work] sttsmpt
to fanilitate asd smglify ternstional cochanges by the sstablehmens

‘of nsimple internathonal chonrieg, bowse ar ay wotorastional hli.




Sl o standand B employed ¥, _

| lm mu#& M frasl rompany of New York in its !
”“'mlﬁl& #aid " it iy our belief thay no method of sta- |
b et de "-.'*UIJW'L-WWIN_» wasily operated

SEUE intermakional yold standard with free ooinage of gald, froe

Mmarkute 2w PHVMe qwmmeslip of Bokl. and with correncies Frealy  ©

o k-l 230 gl both, fos deanestic s and for ehipmant abrosd *,

A 0 sacagrise m"ﬁﬂi of the wandard with which |
we Bavo bad x ek exesicnen than W I8 16 be swre thyt exchangn varia-
DY R [

3 et weure for Shoss defects.  With the latte, svaLain, .|
““W bt Tinagn £Xparidnes, wnil iﬂﬂvrﬂlﬁ!inot fetent ¢ xperiesis e

T viow to it fatuse aplicabdlity in far oo being & sinple tack,
Eivery dopreciation of SHITRGey in any of the counteies whern depreciation

_ 1 _ : Pressure upow Othary aned the
sutcsasiun of carrencoy sloprecistiony has d Mg‘{pmhml thie

10 upponitiog bo the concept of the meritn of & flexihle exehange the
ace that fights of cagital aen mnre likely

Facts wre mdvanced i the first y
t_.niu asalle one.  Fves et ool

inhrs'ﬂﬁ!ﬂ—m.mwm '
‘*mhﬂtMIFM;um. if qlut&mhmq-mu nailer _
m‘ e y 3 ihilig &mulﬂlﬁu .rriu.:__i]_llgg they werr bl llﬂring 2
Tho ahiliey o convet exche nae balgnies hipp;&ln » kg
ia the best imieas 40 far JWMHWLM i m“"mﬂnu,
wid themefire to stability, Natious are not willing 1o rink Yoy iy 4y,
exekange mazket, amd it is very reasmring bo be able W upe F9Ul e
intermatisal fesns of peymzent in onler Lo .c&!oli Mights of Capital,
The influence atteibutad o g movesnests under the vigid oty
tandard rests om 4 preconceivel opinion s to thf-.r!'[@u that mol,i
movermneats aughd to bave rathor than on an empurical sty of the
effeots which thoss moveinents do sctually bave. A atudy alomy i, i
limea s I'Hu-\-,ﬂ g bery by I-y ”H.‘I.Aulsnl'ﬂf Natwoms ami ].I.!.Q revaaled 5 |
strang tedenoy for counteies to insubate thair intamal money Sy
the influause of the bslsnce of b Mare eften thun g,
from the snflumica of the Lalsnee o payments. ; . oo
s cifl ieutralised, sometimes ilalibarats ¥ wng
gold movements wese officet or nest :
: Seally drmonstrabed that the aljus;
1 totmatically. e has Boen d e
Smphiniues s I ational payments does not depend |,
ment of the halapee of internananal pa g
' ! lought on chasges in the domays;,
clasely as has sompetimes beem 1o

maney supply in the varioss couptries.
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Aveoeding to the traditional view of the operation of the pokl standard,
whenever gokl flowed in, the central bank was gxpected to increase’
the national curremey supply amd vice-verss ; the methods used to
that end being chasges i the discount rate designed to' make borrowing
from the cemtrad hank vithor more or less attesctive, The stady nador-
taken by the Leagper of Natians covered thnee hundred and sighty two
ehservations in the yoars botwees [923 and 1955 and showed that in
nidy one bundred and twenty one enses out of this total had demestic -
sid intornational assests of central banks moved in the sune dirsetion.

A pold infow though it temis to mcrease lgeidity on tee domostic
whie, vet it may Jead the domestic sarket to repay some of its indebted. -
et 1> e central bank ; 80 that while the balancr skeot of thn contral
hank shows an increase in gold. it simultancously records & decreass in
duenestic discosnts and advamers. Here is an mstance where (a the-
Leath of 4 passive attitude on the part of the bank the effect of gold has

heenn neutzalised, _

Similarly, an vetflow uf gold. tesding to rnluce the fuuds svailable
R R partly offeot by an increase of bormwing from the
central bask.

Theze is therefore no force in the cotsplaint akont the tank of response
to golil movensesds in recent times.  The whole point in thet argument
resrdel in the assertion that remly response 2o gold moviments was o
fentuge which manifested stself in the operation of the gold standusl
i the obd dias amed which was one of its saving elsuses but which has

+  oeased to fumctson. The evidencn now st haud that this featium in
fart mever «did function is guite the Bshion depicted, mmoves the very
foumdutson of the arpsient. -

As ta expital liguidity, the snewer wsimple, To allow cagital to
maye fram ome esntae bo another whether the ghifting fs prompted by o
- tesire for safpty or for profie is wsurely an sction which far fram desersing
iliseosragement should o the coptrary be ?Wﬂw; It i antieeono-
mic b stop mobility of this kisd.  Our entie system i hased on demand
activating anid directing supplyi n all possible domaima | and the bees
higd rance to such movements the better. Erratic Nights cannot
passibly be the rudenne ean they bast bong witkout sltomalic eorvectian
Only fools will move about their fands in an ertalic way, bet there

o mat fools enough to affect the matter, Besides, the mavement of

ro

vapital ean be guasded agamst : o means 6f doing #o is the setting

v

ol
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up of an sxohengs cgualisation fumd. Annther deview suggested by
Prafessor John Willsams is the oddition of o bderestsg authorily m
sepplement the centesl basks use of is owm pertfolio.

As to the probilem of costs, ot seoms dogmunic 1o lay down the rule
that Bhe exrhange rate should vield to the cone areseturn sathar thas
that costs ghosli adfust themselves to exchange fatos eapectally in o
conntry relving on exports where exchange is 5 hotter represontative
iham is the bternal price lovel of the eamblitsns of meernational frads-
The recont fendezey 1o treat the stahifits of Fhe cossprice streciure s
the cornor stone on whish all policien must be sdaptod & dangerons :
ated # i doubtful ssvn Professor Willkems wisether 1 multitateral traide
syatemn can be astained along with abhorapes to a cigid intesnal cost
PrEoe stmectune.

To many economists the importasen of the mopetary factor m tho
depeesidon ix: vary mueh aver strecmsed.  The Losilon Statist hasaribad
Fhat the real sgroes of Britains diffienliios was to be foumil in the Sorone
of Fnertin ah as trade umion regulations ; rigidity of wagns nedl rigidity
af minds. The economists of the National Uity Bank of New York
mited that Britians problem omanated from the selatively high et
of British gonds due partly to failure to modersise industrial equipanent
and mathods asd Partly 1o compersively Migh laliosr casts.

A mire realbstic g tremehant aconant hased this tisne o tanglde
r‘:“.' i the Fegort of Sie Frank Flarty cotton textile mission to the
l.ﬁlmiﬁl?la. Th*mm_!mlitﬁv_lthu-qiaiuun]mul}'qm!ﬂl
Pt comstitutes & frontal condemnation of the theary ohick preseribes
that ourrenay manipmbstion should be sy bservient (o thise Mmmnnl

of grives inslead of the yeverse. Tt snwn the duisger 1o which any #

coustey 3 open il instend of tormecting seononrio udsdjistosents 0
mp ita cureeney ssable, it yiolded to e Lemgitation of tnanipubating
its eurtency to accodnmidete its prive,  Says tho tegort. which | qaate
Jrom the Lendop P&“Wﬂill‘- “ Hritsah prodaction per wan bour
Toes thas the Amesican by 18 to 49 por reat w spinning, hy 80 to Sh
1w cent in winding. by 79 to 59 por cont in heatsing and by 0 to 67
per conk bnoweaving.  In other womihe, the sverage Ameticas worker
produnes foons oae and & quarter Lo fen times 2 miel |y ag hosr o
Flie average English worker,  The main season fue thy higher Aiserican
onitput the misiom finds to be the um of mure usodnen machinery-
€ the total number of looms in the two pasmtri the proportien of
anbomatio Jooms s 08 per eant in Amrics as against 8 per oak in
Eoglaml. ¥Wow does the cost siracture fil in here |
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SANNTY LATHOIRY V. —3METToy Wwoors §Ay
Al el the natings of the worlil ase not beiag secorded the gppos-
tunkty o choose beteorn the gold atsmband and the Fusd,  The fsaue
rather is Fend of ne Fuwl  And a0 FPusd means chans,

Bastish u[i i o Beferminad 1 aved] the gold stusgianl wiich i
enlle " The strajght {acked ef 1951031 *) awd i dhetorimnation sesms
1o ba sharad by all closses of the commmnkt ¢. " The flrst draft of the
white Han heosnse iv hnd ot provided for vanigtions 1y the mbe of
exchasse il 4 ve e |||r.1.- A1 reenjibinm in Enslaml. The Mancliestee
{Puanliasn wrote & gt " Let 18 bo sail st omec that no Botssh LR
ment calbd accept anvthing remotely Bko those peopessls arud sensaiy
i power beponid the post war edacting

I Goth the United Sentes pe] e United 8 g veqil aml mdogs
thee plagy 4F eSe Fand it will by b g il fise any toniry onrsel ves tmedn~
ded to stand Laek, I we nEe to seindala owr ndberewee to the storlisg
blook as [ fm syns we will, then 1 for e, wonld mmol matlior have
& mteching backesd Doy an intermational Feml thag o sterling on iks aws,

Hanmy Loackany ey
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LES PROBLEMES ECONOMIQUES
AMERICAINS D'APRES GUERRE™

TAR

M, MESSIQUA

I posirant sembler oi'on traldant supsurd hus des problémes dcono-
& e amdricaive d'apses gusere; jesn ' éoigne de L'objet de nos recher-
chew. T n'en ot rien. En offer, degruinplus dedess aits quenoos dudions
les prablémes dgyplisns 4 apeis guerre, o noss sommes renduoompte,
tautes tes (088 qua sous mvons vl possser le travail en profosSeur,
que nadre dtude E1adt va grande partic cenditionnde parles circonsianees
appelées b prévaloir disa I'Sonomise mwomdisle. Nos problime, en
effel, ne se posest pis i abeteacto ¥, dang le vide ; Egypte me vit
s en vaso uho selle st plongée s seis de vasies courants doonpes juoes.
(0, 36 bous les pays qal dsterminemnt Ie sens 28 1a direction de 0o cou-
pants, les Btats-Unis figueent s presder plan.  Avast la guerce déda,
Lls étadesst de pressicr pays axpartatent of be socopd pays importatest do
nwtiade ; nogk savens pac akliours quo In erive de 1990 ot ladépression qui
Vi suivie ond ent beur point de départ sux Brats-Unis.  Depuis ks geeres,
tanedia’'qur dans In plugast des pays Uontilluge économique o &6 forte-
et endoruriapd, aux Etats.Unis il s'est developpet dans de considirs:
Mles propartions. Cest ilire combien tost co qui affects 1'économie
ansmaime & des vépese o profopiles sar |'écononie mondiale o
Jounguoi 1'dtude dey pretilienes Sconomanques smersealod nous intfresse
sl premier ched. ' |
Lo guestion qui dossins ot [os probliins dooppmigaes smisiosis
Japsks gusite sl sonnge sous lo nony iy recrmyversion v'put-d dliew
de la trassloremation de I'oonemie do guerre eo éounomsie de paix
Cetin brassiormatoon posers i Ia Tois dos probidtees techiigues ot il

—— -

(1) Lo priwat wrskie ccostisen ume cammuslesiiog seibale ox grovpe d'Eiales
Hestyomigaes de b Saifts Royale &Eronemie Tulisiqor, de Statistigees o1 de
Ligislatdan. o gul expliqud prucguel il me m's pun {6 poaibie do ciler Domtos
s durzroon. o6 R Gepelalanl & petlipmer tok 42 g = dils s fransax de
Gevear Myrdad, &"Alviln Hassew, 26 Eveanl Do, de Pasil A Ssretwbom wiv. aboal
Au'sex mvmsrgaebibes DiEecraplies du Departmen] of Comenger,




12 L BOYITE CONTEUPORALYE
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wpmﬂhn ceonombyuss, Je se msttarderal pas sur bes premises gesur
< divoceoaraisons: b peomidre o'est qu'ilssont partionbiersd cbagin indis-
 tela ol eomportent unsdtmle ppdciabe ponr o haywe casel v péows; I saconde,
Qll.'ﬂ&l patnille Stude on an debers e ms cumpdtencs ;1o tanisidms,
1|0 ju suin tomvadnen qur M.Ml]-mmﬁﬁlmmﬂﬂudn-ﬁiﬂe ultdy
sliened, low bnginicaes gui, aveo an ot consotsend ol une rapidind
Stonmante; ont tramformé los wsines dr tractours, par exeruple, o
Wisues do Easls, saatont ssnsteop de diffiesités preedder 21'sdsptition
o sos dermidTes et wsines e tractours ou en toutn auite yvoduction,
Mais lo problisy wnomique et bewssoup plus snmpbiged of sutro-
enl grave,

En grow on peut lo résamier contin it -
Avant la guerrs |4 production ansseesmise @eeait & 50 millisrds de ]'

dollars emvivan ; on 194 alle & piteint 200 millisrde. Sur cea W0

il Enrcle, & pent pries B et (s 100 millinrds) est alasor bde per B,

et aln Boxmooup In pilus gramde partie do ces 100 milliopds est patsrelle '
munt afeotée anx hescins de geerrs,  Rassnant Jos 200 siltsrds a5, |
1008 sy dollans de 1039, ou teouve be chifte de 140 iillisnlk envieon -

et dite yus ia produoction umdricsinn & Augrisentd prhorvbiuemmest

(esswme dikent o Awiricsing), o'est-A-lirs < on naturn *, da 76 poar

cenl. Quiedviendratdl de Tdconomie américainn le jour od, les
Moutilitds termintes, oot fuommie pavdir (achar, ou phes pécisdnnl e

pouvoiz dabsirption gon cemstitinet b besaing de gueres, dispaisiie

du mearahf T e penblitms so complinue singslidromen du fuit e

e mament ofncidera pricisément aves by ddmobilisation, ot QU U

grande proportion das 12 millions e dessi de jounes gess servant 4 :
|'horuee setuelle dams bes Roroen atries reatreront dusis beuy foywr. i

ntas B Ambie, an membre o bs Chamilive des Reprisaatuimn gug oo
sploialiné dans 'étude den probilues d'aptis guemme, estiug Wy
duhars des 12,500,000 dinfividuoe ragagds dane los foreos de porye, e
mar of de Usir, I'&onomie amdricaine empluie entre: Pagrivulesey, o,
oatiimerng ot |'industsie 31,000,000 de poowanios | s nosthre do pesws,
mes oosapdey aux ErutsUnis o'8éve done & 6550000 oo tout, cantre
e 1950 46.300:000 accupées duns le cirpuit donamique ot WKL)
potenriot B las foeres xrmbos.  Thy wadnm, i heare actuslle, 2E800.000
personnes occapéos do plus qa'avant ls guerre. Un jeune et brillang
Sonomiste xubdeis qui & sfrusimaent Awlié le probléme qui nous
oottige of & qui f'empriite um eertain noeshre de donndes, Gunnar
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Myrdal, o ewtind qu'sy ternee des boatiliies s nide égageen 9 millions
o poesotuses, Psdustrie & millioss, o tnansports 1/2 millios o PAl-
misstetestion | million, seit un total de LE 372 millinge 'qug‘m!m =
vant gu'un cerlain nombee B e isdividies se totineont als ciremit
aotifde ks vie feononque, il estine gu'il est nuprodeni de oe pas somp-
ter 4T e moins 11000000 de vlbmeary. Lo Sective d'apals gusrse du
Burvsu des Stadistiques du Travail § Washisgton est cosivainoue gue
ui Jes comditiozs sons faverabiles, il funt tabler sur 7T millicws de chimewm
st b § datin Lo csn comteaise |o ohiffro di ebfimage pereait dépasser
12102 mmlems, L'lnstitute of Amencis Rewearch penche pour lo
rhiffre de 120000000 certaines mtinstivas sont beaumig 1ilus pessimii-
tes et mettent e avand be ohiffre de TP0G, 000,

La dépression qui a suivi la cise de 1000 & dure en fait jusgues
T, pagsgiae, i 1o veillo de la gupere, les Btats Unis conpaaient efottive
et L2000000 de slfimewrs, Le Now Dval, malgnd des effuris bort
bauahles, et bes résultats sieinrs sur bes teemakne politique of soval, 3
il Tt B reconiniaings, ﬁ;ht_smi'dmu [ Ui Eatge tnsufe par s teagain
ﬁ.w'nlml'l].iiqllﬁ. @l [Jm- particililressent dags fa -pulmu de B riseieion
du chbmage,  The B900 3 1339 ['dennitmin améskeaise & fonotionn ser
nni bse tncertaine et boitense, maintense et rafisholie i Iorce d'sxge-
elivnits, par thes prooilés dost le moins que Von puise dite esc qu'ils
#'2alent pas propices b 'sugmentotion de s prodoction : disination
f"—"‘-‘""‘iﬂ i réoodtes, destruetion de nuatiéres prezmidres au leur ermploi
& dew usapen asli-Giinonsqees, aerdt de wsises, (wrrét forod o Jear ace
eirla do cartels ) ede.  Low fiealbiies ssaentiels ot é06 escamotée. Ia
r-_ml' Par l-m it bt ijae 1ipduzieie ol anrnesnents o mu'
Ly, penible Avear réanle ties lex ||h)ld&g 1|l.;j Ty thﬂ ‘ ]'m

'udﬂui'wlﬂi hi'a'iill:'xu;l fe ('.l}'all_l_.'_l:uﬂ A4 p-c‘.ﬂl At u']-l'l:'.' Muis, qﬂlﬂd _

vile worg Lermumin, mn faardl pus oraindre qicelle w'sit fait o9 Tdensi fier
I‘I"“' Wigmnes, de sorte qui, d'mnn ladon ou J ik ustre, e s regoseront
Wi inanides emcoro plus nigue au tegme de hostilitis 1 Atraniest
it e 0l bs guseree avec |dnorme grapillage de richmess ju'dle o
fé, aclelle spportd une solution au msl endémigue dont soudfrait
|'eomnenie anidamine 1

Quand cn itadie I'ivolutie daanoimique dos Etats Unis de o paatae
amitres anpdes o we peut o'cnpiehor do divoler les sigaes csmaoliis
tigoes d'um " botm " Seaueniqoe - hsisse graduelle des porix, !‘“‘h
vesdissenaents, peofits considérables réalists pa l'insdustnio, awdesation

ginl«‘nh de la candition des travaillones, ete (O 1'éniedle dew evvles



© anmourage lss imvedissesnenta et stiinele la consominstion.

1'.‘ L Wiy PTE m!uuu:-_r

el ¥ -

deonomanues & démonited £une fagon peetineste quumboom est indvita
blement sccomguigmé d'une orise, siivie elle-mdme d'ane périods plus
ou moins longse do digremion. On comprenid dans ces conditions «ue
sortaing obaeTvatenrs peovpicaces craignent que Vesphorie qui caractérise
i Phesoe actusile lo ollmat foanombque auwx Erate Unis oe sait e peo-
drome, be signe avsnt-courenr d'une catastroghe qui risgee 4o Lo
tant plus redostable, que la prspieité apparmts & Gbé pley manyguie.
Nombreux oot lea Amériening que ce problimon seml sendouy.  An
dtbat des hostilitis, |s préoccapation des industeils adt tollo que plu-
lit‘ﬂ-ll'!ﬂ‘m oux Sasnt réfraslaires i l"lalizlli-.ﬂitm e longw ipubuatriee
& des productions de guorre.  Mads dopuis deux sns enviros us opsi-
Iﬂ!ﬂlﬂa de commande sembly privabvir dans bes milieux d'afaires.  Cex
m_&'—'x. qui réclamest la bovio des restrichitens gouvemementsles o
‘plan rapidement pesibile, satimomt qwe be Titre Jou de | dconomss libéealy
ot ils pedinent Je retesT, maistiendm, aprie une csarte priodo A'ndap:
Lation, 1o rythme astoe] de activité éoononibque da pays o4 éviters Je
chlmage. On ne voit pas trés bies sur quoi est fondé eet oplimbisnn
quelque peu biat, qui seadble avoir un pem trop 108 perds be sousenie des
dix anndes gyl ont pedoddd 1s mieere,  L'argamieed majesr s o avamy
oo jussitier sette position est que Toptimismne erde Tn pomfance et (g
vette dermikrs est en ello-anisse wn factont favoratile su maintjen de
T'scsivitis Seonomsiqus, on e sems quelle diveboppe Fospeit d'estregrise,
Mpuig o'
ext veai quien olissal paychologue epwostagrant o't pn'n..nﬂﬂl_-
ang la marche ginéeale de Vécomomio, il feut malhenceasmmesd poeor-
naitre quan climat seul peut difficilement contrecarrer un besinuilit e
fondamental entre be pouvoic d'sehat wb la cagacitd do prodwejy,
entre Is consommation solvable et be potentied de Findustrie.  Lexemply
il 15030 3t prédsent & tous les esprita. Law Enomues campagnes publie;-
takres m'ont guiee empdchd  Ueonomie sndricaine de o maphixier
groduellemant, of ba teprise. quand elle eet venue, n's gubre (4 b e
subtat e Iy pmlmg‘ndl‘!, Inﬂi.! been, il fast be Illl‘ﬂtm!ﬂ_ln', eelui den la
préparation & la guerm en Burupe ob ek rommandes nissives. qus
don impligualt.
m;:ﬁummﬁ::?';f p?t}fm"mr bes hinnts [ l':,-:n‘ln&'-llffﬂ. less |_|nm.
palitigues, sant besgooup moans -:v]itil!!lil"f-’~ - D ook rhige s '_‘_“11””-?
snaninité do coux qui s sont sérieusemest penehde sur oo protlime
pensent que, & des mesures drastiquas ne ot pas e, les. Etats.
Uiis rinqumt de sabir ume |f1lutl‘ﬂp§v¢ Ecosumigue thevnnt 1.14_'.]1]!.‘"'.' rella
pu'sls ont coansus en 1900 parditra conunes u) jeie prépazakoiso,
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Lotsque 1'on vompare Is fagon doné Fulaptaten & la guorme sesl
fuite en Angleterre et aux Etats Unis on est frappé par des différences.
goofondes, dont b plas importasto parait b ssivante | tandis qu'en
Asgloterre Ueffort de guoree u 616 fowrn i raison e 40 pour cent d'sagmen-
tation de la productios, 20 pour eeot glo sidectxm de s consommation
ot 31 pour cent de hijuidstion de eapital, aux Etate-Unis presque tont
Taffort de guorrs résulio d'une augnsentation de ba peodiction, Le
palactonr dotmimminue d.l.l. Riuters X-Hay qui rappeste ces donniees

o e : , :
saligme 00 s'oxt o un mlmu!n&mtwnmln-,-;--‘un.]gjll'mgmd miracle
dcomimique de toun les temps. 11 w'empresse ceprmilant d njontes s
= Cela compliquo astant plus lo peobliain de adaptation de V'éeo-

™ pomee américame sy temps de paix. " 1) Bt malRearemseinent recoui-
paltre que mous en somenes 13, dans wotee orgxnisation sociale, @
imp};uz M mxpumtmiun de richesses ok iln ]muvnﬁ- e l,mdm‘w.r
Auteeinent dit Je yroblime qai s pose peyt s rdsanier ainsic Db
wa-t-om trowver les délouchés pour oo sarcroit imorme du potentiel de
production dn pays T

Mais & quoi st doe ectto dnorme sugmentation de ls produetivied
de Visnlustrie Amdrionine 2 11 daot Dattribwer, jo orois, & eing factenra
prmsipans

{a) Ba premior lies & uno sagusntation dn noalee des brovaillours,
Clos nouveans veaus oat 644 paists parmi les chdmueurs, los jeumes da
innizes de 18 anx, les sotenitds qui 8'Eabent retints do cinvait deonomigue
ot b Ferniisses qui n'avaiest jamais tevailli. O o comspaté us mowve:
ket de migrsion swez accentud de Ia casipagne vers la ville. L'in-
dustrio anbrieaine qui gilissit 10 millions o ‘cuvriers avant |a goeree,

. en emplod 18 sujourd hui.

(8) Bn second Jien & une angmestation du sotbice des uxines.  Clest
qu'en effet hos Blats-Unks ne s sont jus contentds do produise des armes
ot s munilisng sves Jear socken onliflagy Gonsmigue ; il ont consi-
dirablemens wm_.mg.g co demior.  On estime 3 26 nulbisrds de dodlars
1a valear diw nosyvellns usines fdifdes, ot dunt b nombres'dlive & 5.000
ebviron, (e uwmines comprenment 53 usines d'avions, 164 de fer of
dncier, 116 de mashanes outils, 98 do radios, 24 &'sluminkum, 65 nou-
vesix ohamliors nnvals, 60 wiines de pétmbe Kynthétigque, éte.

(e) ATnugmentation ds nntm mye il heures de travail, qui pasey
do 32 & 45 par semalss.
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o) A faiv que 'sudustede sux B Uls teavnille & plein peade-
renit § van'y Eroaye s d'usines fermées | Vatpdeur dis débonclss do
cuaree o fait tonber b accasds e eartels

(#) Enfinen des Esebours lea plus isnpoctants, sinunbe jlos i mportais,

rimulte da Faugmentation do rendement por tie d'oovrier.  Bu temps
pormal, e esting asi Etats- Unis gue Usagnenistion ansuelly movesny
do remdament-hours bt o Poeden e, 2 172 pour cunb. ol dire que
ilepmin 192D, toutes amzos considiTaiicss pisa & part, e rondement
ERTED s Mindsesteie wmdssenlse, en Luguie e L LIS ddi valerl -‘llll&;rtné,
devrnit avedr augreents de G0 poar cest.  Mais G0 =it e bes bessaiing
pressants B wesrn omt 1mn'mwl'- wive amuEsen axtreondinukne
Luna Jis poicnestips scientifigques, ot e be srthwe g T 12 pour et o
i o06 Lerpersent dfgumd AepEin quatse ame. Uoln . e tswiate smrisat
b Jow puckastrion qui pont d'us diiveloppresmnt vheeut, commmo 'avia:
toion. T prodsctipn Qene estreprise oo pitves davioen de 2 nigion
cle By Frivarisc dipiaaso fex chiflres (il v & dhosszn mais) bisn e b
i.-lﬂlh[v (I!.' P uu_\"ri(-ri\ nsl dra oil:lll:t.;ll\- Wi s llr Cefile ]H"V"Vl-“' lh‘
0 oticeant.  Antse exeraple ;e septesnbes 1200 il Ealluit LG hommes.
Eeires LS 1§ dilipor ey demnl Eilo e e slpgotuss ik r‘f-l”?l-u’ -'l‘:!]’-
nojoured'fumi up ontymes heyre peat effeetuvr lo mime traval. Do
fepol pimbmale dans Yos dEablisnieibs e ciistruction adrounntujie do
s editn Quent des Etats Uniy o didliy par fote A nmvrior & augresntd de
B4 pour cemt an comrs ddes droie depmilove smmies.  On ponrraid
[aczlemmenst llIlt"liPF-'r | Iﬂmupb.h.

S5l evt wrad gu'apeis bos hostEliads cortaines sudaiteioa telles que celles
il yuupine, 11 voxtile, da enie, do Sa vessorie, des meubles, gui ont dtd
sepciflsss podir s Bencdun mibitaizes, susent bessin de plue de wosin-
d'mtirre, par oomtee an se peut mstigeet B momncioux en prilseste
i nombice onsilémble de eklanears pet Famlt des productions do |
puirre peovogqusrs. O esting BahitssBement u'spein 18 guerrs 1a
podsction adbonautipue tombers dv % poar cemt. Lo prodaetion
des maohinss<mbils 3 ldcupld littdealoment en troia sur dé oo ;
& ot astmedle les Erats Unis sont on meenre dé jovbnre em wix
petninlone tomtes Toa ranclines satils dun pavs comme 'Itadie.  Cetg
industein sers vesiserhlsblement une dos plas affectées par fe retour
i L peiks ; e wawen dermier olle e travaillaie dEja plus yu's 75 pour cend
i 1 oapecatd,

Lat prodestion de portalnes matsbros presaiires anfirs e midsction
drastiges.  Phr aximple. eolle o Vacler, qui 2 augmenté do 80 pogr
ooty culle eln U'slusuisiney (ot I B poliz cend oe Iy pr:.-tlra*#it-.n mbge
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daze fa Ebrication des avions), qui o déesplddepnin 1838, colle du ma-
galinim qui & prss’ de 2010 tomnes & 300000 teames, celle do Lo les
miflauk Mgems o piodml, devront subic de véritables colpes Tigldes s
i ceslaing soctenns on a diji, en ploine guerre, proctds & me certaine
Banitation e I prodmetson,  Yais dans lo domaine des matidees peos
midress, le probdiese bo plus grave est soalové par le caoatedone symthé
tigee.  Avapt la guerre b comsommation ammeelle du ennuieboue
sebevnit nax Kt Thnis B 350000 toxnies, importées prosqos et b
mend " Extréme-Orient | dopeis trode nms oo o momlé de toutes pitees
une indusirie do casubchome  synthitiqgue snsoeptible o produise
B0 bonsea par an, mais & um prix ecnsidieakdoment supdriour i
velai du canmtchous watarel ; quel sern le mort de cotie industrie ajires
In guerso ¥ 8¢ on T protéze an porte wn coup terrible & d'Gnormes
intdriits angla-bollandais " Exteéme Orient tout en chiaggeant be consom-
mndour ammdricsin d'un srreit de prix mon négligeabls ; ki on Fal
donme on sacridie des sommes considdrables ot on liquide dn four an
lrndeinainy wne ombinesieo main-d'ocuvre.
Une partic ds Inopme eMmage qui sera inévitablonent oofé par
o, Darrdt des commndes ilitaires tronvers dans certaing tss nne
© pssorbtion toute naterelle, Le mapport Barouch-Wancoek (War & Post
| War Adpustment Folicy) qui a ftads la quention, sigmale en partionfior
| ' Plandon du travall par ui centain nondire de forsmes, Te setoyr de
nombrenx peanes teaviillonrs 3 Udoole, bo retrais des vienux - it FEgpiTe
* figalesmest II“UQ“I"“‘“-‘_’;“" il temps consacrd au PRI, &N rejros et anx
FUpsRes, l'mtmhmnwnt pn-&miﬂnmi e §N|mt; oavriees affontés o
i I'lewre sctuelle anx industrien o geerre on qui sont dans Parmde, fa
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danivrr. Llertil sle oatte sivilé posces ddu jour au Sezlemnals (luga
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‘Mime & 1a fin delo goerne dn Pacifique o= extinte que ces stocka
megrésenternt “on valeur @0 milliands de dollars, soit pris du tion
Alg B production nationsle actoelle.  Oa envisage k. cessSon de fuan.

Kitds oomsiddeablas de marchandiees & PUNRRA | of Por 8 666 jusqn'a
wuggiar d'en stocker ume partie pour b prechaine guecre,

Use wutoe wn&phmtnm risuMara de Tanmulation des contrats o :
cors pout Parnbe, O estime dans s milionx autarisis qu'ng btnn & 1
o B guerre en Bxbebme Orivat; ces contrats o'8vpeont & 75 milluards |
do dellars. Outze bew complicaticen juridiues qwe 6 Liguadation .
snaskive da wi fortes comnmunides entraliens, ses snnalitions voet jotes
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dﬁll‘gﬂ‘ | ™ clmnp de ks r.,,p..m.,l..mﬁ pokitiqgue des Amérienim. L
Grand Oupetal anx Biste-Unie. de topdanve ségnidicaine, e énig
inlﬂk-muta lkqu"g W pas in fupre dim choes exy T e |
dans Tn politinee mondiole.  Thaconfite dlint @b commenst Ofjh &
spparidtve wtre bes Blake Unin of fes gramdes puisssnier ool niiades,
I"i-ﬁzkw'n o Franee of 1o Hollande en 18e, ot us monvement e

'



- M MEREEQUL 12 PROILEMES JLusagrEs varals curuer 133

T lessine en Amsirigue pons demaoider le coetidle inferuatioeal (inferna - ]
tiomal trwsieeship) de cortaivs peys mows wandnt. Parfois em va plus .
Roisi, o5 flaine pour des reisees di sdeurisd sredricnize des Lares (i
sctoat des painis de dipazt, des tdbes de punt poar une  péndlostem,
doseuiiges §'sborl, politique wuite
Pour jestifier cottn pxpanssen . procieme qun Jos Ntodsnies, gl
ot rédalisd eher oo e plus Lsut digré do diveloppeesent onomtgee, -
pod o inessagy b apporier an monhe, deivent centeiluer su telivement
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Toute nne iildelopin et dgamment copstruite pomr igalimer une in-
lerveation qu'en renlitd seudes Ces ndeasaités évessmigues expliret.
Al dene on n'est pas, contruircment sux apparesce, paree qu'ils
€ vealest dlover lo niveon de vie des pays asrdede of qu'ils ent us nobla
bléad A [uspe wrieaupber gwe les Xindsieaine éprouvent lo Rwcin v
wiftendre mar tomt undvors, soaie prrce gque los ndeesion@s igdei e ide
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netivitd de Udosenanie sy pretedods wigrms o recul de sbie activite
Notops en peecaht Gue lo New Deal avail 616 vomgu i pen diis ool
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Milbeureusement 51 I'on ncoepte saes jantester Jes dépenses snmuelles
ot 100 millaarids queand 4 8°sgil o faire ba guetie, parce quion consikdre
wette dernidrr commee une néoessité inductabile, une question de vie
g e mart pour by nation entbioe, lee nalices daffaires sonr beagrmup
plus réealeinrants beosgu's bamd Paire dépeuses I'Erat an peofit de cerialses
sectiens sie |a popslstion. Tes dificite Lidplosites volonsiremest
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pehilse en géndral o ew son atlentson altirde sur e sort dindivides ding
on e soupponnalt pas loxistenve on sk gramd posnbre aux Erate-Unis
Dune statistiqgee ofcfelle paree avant le guerre de la répartition
i revenn naticsal [exteals Jos desmifes suivantes
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—— § 700 (€ LD par an — £ |1} par mais).

O & millicons do Tamilles sou vatadogndes dans Jes sintistupns

¥

= olliciollex vonminss Temitinsslly laving sl arvaleen,

1T malbons be Bsunlles * contansally fighting poverty ™

19 sl =
e

Ninwd 10 idlbions ds Camb)lig sux Beate Diis sesl 50,300 000 individus
aur wn tatal de LS00 D0 sonit st sius-plinentiss soit ¢ lutte coptre
Ly imivire, anivant bes propres termes de Piande offciell.

En faco do ve prolitariat, sous avons:
4 millioss e fasilles catalogudes ~ comfortalidly middle™ «luss

2§ auillionw de damilles cataloguden aisfes, ot S0.000 really
aconimalsling savisg "

—— T
29 § sullions de Tamillos (8.7 isdividos par Gasmille, soit 140000.000
- & !llh!li‘ml.}o -

(e ' eistenmee e ool Ceeatae poolétariot, qui vit dass des soibilions
si misdralies, qui perznet dm revenw national de o srcusuler @oite fes
paips 'uie winorité de prividtgide,  Cette minode, malged le lixe
qu'elle peut s payer, et fatalement amende i finvestir ses fpargnes on
higns de 5m:dmti-tm. ot oo sonl Cos Imvestissement s continunls pravogus
gt la Lo indgnbe répartition du revenu national qus sant |a cause o
dabquililice latert enten ks eapacité de producticn et la coniommntion
solvahle aux BtuteUnis, - §i les ¥9,000,000 des familles pouyres amin-
caines pemaiont ne vie smplament ddeente, lnconsommation sux Ftats-
Unis atteindrant ficilensent o total de 200 milliards de dollars




Moy | m MMM&Q' e o onpls

toom de la s des travadlbeurs. Du fais do |y bt b, 1l fa

- rnorition du cmagn, de s s tes salsires, wiittonl ilggus by usknies

da unrre, on emarsgee des wigmes Botbemx de cotil amnd liweatiog,

11 famt sanligner, pur savanple, qu'il existe 135 2 Fer con oI’

Bients Tuesnts duns e imnisaliles cMsus s Ie teng o1p o

Hatn ", daca lew quartiois e tuaslin: Par consee v apipuiy

, mhtmlﬂlm’ wlllews, On Temmrge dualympn duptiie 1109 1o

Vaugmantation de ke eioulation fidueisieg po VRN isrvsbe o [
districn qui comprossdent Je Blus Bas revens,

'dm l’ Paxe,

condlition der travailleuss Feurtnitelle orevan 1,
M“ I8 prechuction sern dive i **ﬂam&m..

20 Ton btast en riginm Lotalituire, les salnizes Pt
d"auteritd par les possvesins blice.  Muls sos 0 Hgiine de q 10 ikt
coonomigie lee caluives sont le peoduit di -'"’Ml:uﬁﬁuh' M"‘.& e
woizs senynsey loin des coad|lions d un v Dl e e, T5i% v gin i

d'mne puzs do gme trusts ﬂ.il"nllm fart e Broupements sy

Wosvrioez, fes sslairm sont ples exnitonest L Flumlip) o

deo boroes. Liexpirienne de s divady qui » Mol la gue e prayy .

'i‘m_flfpﬂl P""'i"m“" I idade hamesg il wilnines ]'"‘“ﬂ]uu "

mdu Peliromad e pds o naturelle sous ot aree o sme Plus EFunel,

fcanlsioon, mven ennme réismlal W i ntilisution e il

omivre ot e acoentiestdon du ebButsge.  Ainsd 0 i em u antn an
obtient o pesultat léried, gl est une ARZeMatian  des i,
Booemasade d"mne silvtics die prix de revieat, on PrOViGee o mby,
Tatrips Fin e ory ispomd Balind o ups vertnine traged. Louvriom, e'et. i.
ddire qie Von er@dn ehdomge, Autressent dif lo cyely refermes ey
lot-vudene o Von alostit en raseliar exardaieg cowd raiee & ceded

Fags vigsie. L' Bévubion Jdvs anlniter gveo |n tirdistiog i eolt do .
disntion entratne (u chdomge, Colte mentradietjon InteTse A moqp
AvSms oot dle 1900 & 1509 serable Stre inlérente 1 Péine tagitalivte,
ot e pacait pas ponsnir so résowdre.

Qunlle ecnehuion tirer !

Bj [ow mesiizea Prfeanisdes. pour maiutoutr Peeriviee do |"éconotiie
710 sont pas mppliqudes, ou si ellis sond nual up‘pﬁmnﬁm‘un elxOre s,
Pina anpliquées, ol o svisent ineficaces, nous thwqons de yuir apper.

waitre sux Beats Uiy apris laguerre un chiens e vur ym e dehollio pout-&re

i Huiliby,,
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jemain vae  précidemsment,  L'expéeience die  derpilres  anzéen
tous a enseiygng combben un graadehdmuge qui doviest erdésmaque risque
d'étee Baellumant o prode de toste propsgands. Je ne veux pas
Prosencer lo mot, Als je otoix (oo vous Yores apiparsitre I:a e,
Une eortaine torine do matichaliane outrd, nveo toutes e consdqumos
o eels poruparte, et sescoptibile de diferler on Amérigue dass o
AVERIE paa trop chelpnt. DER une pﬂéj’mlh n peine dissmubée
pripate lo termim de cotto nouvelfe Bivlogie.  On voit vem quetle divoc-
t30m olfe exl mende, coutte quelles docirises, ¢, e poliique exténene,
A Végant da quel pare olle et on pleine hostilitd. St cox pravisions s
;Miium floen ringionss | wicier avsal longtemps A 1s gueere pondinly

vo, X

Vedlh les protilianes ui se posent sux dirigeess smisicaiza. Cemmo
otk Jo woid, dls sont de taille & A&l bos plis belbes tntelligences du pays.
v ba fagon dont il saront résctus, résnltepent des eonsiquences us
atfecteront le mowde entior; et "Egypdn ne peut vester imslifffnente
A une qepstive g peat 18 sounher de si pres,

Fiyrier 1945,
8. MESSWUA,
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MISUNDERSTANDINGS ABOUT FULL.
EMPLOYMENT

=¥
Prol e, J, DOBRETSBERGEN

Tug Pnonies

Pormanant usephoyivent is ane of the nwst striking it untses
wf the present Mﬂlm!-'v_' system. Ot is 1emporarily srocned by war-
tinee sctiviy, bt 3t will reappesr with the demodilisation on as even
Iigipmr sealo thine e (019 in nearky wlf conntries Provisions are made 1o
entereepe thas develojenest,

11 as sy sinlemabbe face that under the peesent Orpanasalion of girgdees
frives npll dﬂ‘l‘-l‘iimll-'."ﬂ g remarfalle ]lel_‘im,of 1L (- P I uhqu-md,
» cortain part of disposable capital is ukisvisted and even exialing plasia
don't work to the full extent of their capacity. while eonsumgiiog iy
I,m,,,;iﬂly wnlimsiok lei:ﬁ ewilive 6f ﬂph;ﬁm find GH”}" e Ls
Braril enacted in 160 the " syrifice-qimta ™ of colfee. praviding vhat
15 per et of the venrly <aogs were 1o be destmoyed by fire ; the Brivish-
Pureh raliber-restesetion i 1926 redured 1he plantation sros by 18 }#r

et : the Comitd des Forges sobd in 1507 mearly 50 per cest of 1l
.‘.fngl-ﬂhil ’in:\_!lif”"':' s G the llﬂEI'II.Miﬂl]il.l &ﬂ'] Mmi’m (77

8 million Dedlare, disuissing 250,000 Freneh miners. Is view af PN
pxanngles odve b 10 addmait that the aotual mochanism of preduetion and
st ibating preventa the Nogson feom emjoyiug the fill s isiac tiosy whicl
ot remitazees couhd peoduce if well exploted. * Povesty i tha. midee
od plenry ™ i the vharacleristic of Lhe aotunl sitmation,

The socisl peformess of the 19th__ cessluey blauesd capitalism for Prava-
Ling wxphntation aml aijustice, but they conkl nol raproscl i1 with
iefBeieney i preslueteas,  The sseinl reloresees of the 30th. CentEry
have the much-stoinges srppmest. that capatalistn does oves et
webiovn the naximum of production, which weuld ot least pastially
cotmpensite ite wocial amd mood issdegquacy. v

Pormausit anamplayzoes! is ot & characteriatic poculiag to eapitabism,

“The Togueville reporiz, i bax History of the Frenoh Rovolation, os

fnteed latonr-antvice introduced by the Jorolins in 1753 i same Towes,

Sehmseller pointed out that inthe Middle Apes nearly 1B per cent of the

Ui
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Buropoan prgmlataon weso vagrant ssnnks, schulars and beggnrs.  Tolow
vorssidened building of carbubald s thase it to e o sort of eoplny-
mant policy. That con g ssid aleo atwout fhe Unildimgs od Augustis
sod the I’,‘IM[- ol Beepr. TRostowtaes meatinos unemployiisat
by seridnl Boms and Uesese.  All eeonnmic pyikesiy prsideced in p
wartam wtagn of devdlopment this phetotisnnn. The economio order, o
rigieally adequate t special osuditions of sopalition, techiiage asd |
wovial Enstitations, |oees its cefacity s sose as Ve inithad comditions

ﬁhm Unessployuent i sme arong other symsptoms indiesting ths

" ovishe of the systemn ",

Ths setaal figures ol unosaplostaent are pede ap ol 3 olensende -

{a) Boamomal amil [rictivnal ltrerpleyesent comsed iy woakBorcongli. med
timm atd Erictaotie o the Inbous ke, :

(4 avvlies]l anenployriest conditionsd by the phaseme of Iusésheny
cycles.

(e} parmnant ||||nm|ﬂ-)} et B e reaidne ﬂrmlnpluy-‘ whick will
ot bo abgorbed evon i the phase of prosperity.

Raasaginl and [rinthonnl unsmphsyment can be mdured Ty littar o,
andastion of the labowr-rsarkst | cyvlical nremployment wil) nhqmm
with the dabilisating 0f coonomic fuctuations; et PermAnentingsm
pliymasnt i & question of reorganisition of (he cconomsic Kysten, g,
- m Thh thir] stratum indientes 1o which extent the BEUN 5y,
rwchanisny itsel failed.

Purmnasgnt unamplorames existed alrenly before 114 on & gy,
&l 2 poe oond ﬂlhu;wfgm-pmm Lt inerdased tu 12 ”l“*fo:.g
after the pastwar-rrisie in 1A in all industrisl cousitios, Tt did pyn,
decrense diting the prosperity of 1029 Salvzew (Burich) givey the
following Grurds [or 1932 (in pescentages of Lewlo-anlopints) -

Ariual Peresrant
Comisy ke higreont I wremplayment
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The flgsires of actis] nsemploymessit are therofone ot i ombormsity
with the raze of permansnt-enemployment. Though the artusl rare
in Groeat Deitain in 1932 was boswr than in T.SA, the structumd vondi-
titna of ereplevisant wene boss favourabln in Great Britain, I

Perinanent anemployment is caped =

(o} By the deoline of the blriferale sine 1850 o France usd sinen
L2 16 nearly all imdestrial comsiries, 1% My soes 10 by jlgrqusyml
1o tako the detrasee of popaletion s *;mmlrl'u fire 4 e ubanubant aupply
of ussn-powes — bat sinee the lsolice of birth-rate implies is el fiewt -
stage a ilofcioney oply of the younger, merely reisathidng fenerntson,

Fihe peroestage of poplstion t=ing of an aze shle o work inoressss,
Siillin 1900, 31 ger vant of the total pogulation aaly waro able e work,
while in TUSE already T3 gwer vent andin D80, i the decline contisins,
thicre will be 53 por copt of the popnlasion overerowd i the Lalwi-
paarioed,

(&) The average longerity of rh popadatien in Weiters wd Contrale
Burpeinireased ditring the last 5t yesien from 47 fo 87 yoars by by geic
amd modical progress. Prolonged dife beiugs alout additional aupply
of Laliontz whieh is estinsatad fo &) por cest of the supply in 189G,

() Thes miwmber of dmale warkers in indiscry inoressad sdoee 1919,
On the one shle, tlw nnmber of widows and divercées Jind {nerscass]
deritz the war, mncestrasior, of workers in ever bigper towsw lnosenod'
domeastic life.  On thy otber hand, lower wages Tor femals wogknrs
indlaced the masupers (o ongage watnsn, awi technjenl progress oo
wark wstier so that It sorld be done by wamien tao.  Prmals wirkers
reqiresentod Wiraany im 1928 an addd ions] sspply amounting te 17 per-
pgent of labaus in Birope .

() Techmical rationalisntion prats st of work an evor naeasing (uas-
tity of mam-pawer. In the ferat stage of mdastrialisntion; workess ex-
pelled by mashines in consuisption indestry Sl lp:um work i the
mow brenches of machine latories, Expandig u;mt»thdu cresded
o empioyeoont anl e rest were abdorbed by emigestion oversens.
But winte 1919, expaasion of imbeitry sldosnd down, exports diceensed,
ownewet eoitmirios staried islustriadisaiion amd efigratio Wi Ftaond
by queta or atluer rostoictions,  The lsbour market so bonger sbworbod
the snermployel,  Firther teolmical progrees s ouly attainabde st
the oxpenss of ssn-power. Statisties of wages illustrite this do-
wl-pmnt. Tho “ Amorican Federatimsist ™ poblished in 1928 Bgurm
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pomvesming the proportion of wages to the ineressnd output i the
Anigrican chemical industsy - )

YValme of
el iticn
i i |

| Pestealags of
wape in total
ciml

¥ear

B Ll i = H{ILF] 100
e ... ... . 1 156 105
958 . . I8 5. 284 14t
m .. s 14 || [ -
| S R 208 s
TR 3 c 10 e il 365 | 11

Coospared with 1900 wapes in 1028 resnalnml 3 tizmes Lelilol gl
inrgensed value of output.  Tho paper considers this deficieney in Wageu
i the couwrss of ritionalisation fo o the et ulovur-_{umhu;wl_ syl
denmesls 1o (-ﬂllrwlu.l.ib iﬁ_ eidher h} T enso) Hilﬂ af whges, oy !-':" a
shoeter warking slay, or v & proportianute tedurion ol prices of 1i,q
peoducts, In oither of theee i} ways, the slisre of wages i 1ota] gy
would koep pace with the valuo of oufgut. Uader 1his o elilion
rativealisation would mat rasse ynempdoynwnt, The - -‘II“"Iil.d“.
Frademution of Labour" secepled at the congress of 1938 this fops,
as the diros timg pwiu.l.-.ip?t of the [PTII[‘I?." af the tesoba-wninns iy regsrd o
toelmical ratignalbation. Techuical progress tinst prove il officicury
wither by hiphet wages, oe by refuced workulays o Iy Towes i of
vetsasrt oo gowsde.  Llasder 1hiw coniiting wnlfy Ehe trade-inions ailmit

ot Femalivet s, . -

(&) M=mapalies auch &= eartels, 1rusta, testriction [ass snd resiopal
srisr Rotagmintitonts poducd thay wolsine -&fj-t"1~|||1-linrn iy arder 4o -;||:l|[,.
pafs Wigh priges, Mie prosgperity of 1928 fn Europe. Jess i 1780,
wah ehuearturised Ly wn exapgerated rise In prices. whilo 1he quentigy
af prodmtion rorsined belisd, Impors sesteictbons aml bilateral
tride-agrostmems doprived 8 number of bramebes in Euzepe of their
IWL'#_TFI. \\'wl-:l-lm!s.- decreasal fonl 1929 1o 1552 Il"\.' 3 por oot of
M= previous velumn,  Monetary restrictions agurarated the situsising.
The I!l_l!m 01 Wa e Sor scima] fuanranee ok wnll A wiEnp et oo uN prh‘.-
ciples of taxation aceontuated the discrepanny between demand for
atd supply of work.  The sbortenizg of the werking dsy in acctnilance.
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with the Convention of 1010 did sot suffice to abserh the uncmployed.
Mare rallesl seductions in working howrs were peacticsble only in
ponndrigs with o Kigh leve! of wages s in US A,

Avoording to these § poinls, permsnent undisployvinent & only par-
tinlly caussad by scomomie facts, Somal and palitecal faetors outside
the prroly sormondo spherm such a3 the decreise of pogulstion, bongevity,
fomale sorkers, bave an cssenpdsl shatn in the eonditsone of this pleno-
enen.  The sconomic mechanitam based om private eslerprise aml
the free aarket cnabled dumng the [0, century & quadrapled
populatson in Bwrope to live at o standard 3 times higher than in
provioss centuries, Bar the same svtem &, aader changed candivons
of today, oo loayer eagubie of proouring work for everybedy, 1tk the
sl wrgent ecomowmic prolibem of eyr dayw e fGod our Bbow o
redorm this systom in seell b way ss 40 secure work for eversbody
without a declime in the standard of life,

PROCGURSOHS OF ENTLOVMERT POLNY

Disoweians iy Groswt -Britain are at piesent precocggued with the
peodilesn of Full-Buployseat,  In the antbusissie of discovitens e
forgota somstimes that * theie is nothing new uiler the sun ™. Be-
veridge bad already in 100, whes the theorists did sad, yet motive this
fapt, drawn atlontion to pernasest wnemployment. fa (ke years
after thio Last war, Major Donglas, an autsider, developed Rix sohoe foe
" Social Coadit, ™ The 15le unfone studiod the predlem usder n pac-
tioulaz aspeot, but their vennlusion, to insrense wages, in pder to rein-
force commumptenn, was vehemeuily spposed by Pigon wko explsised
alrosly i 1001 nuemployment as the result of excessive wages forved
by the policy of the trade-snioes. '

T faot, mosey wages and real wages av woll sa 1o sk of wages in
thie vatal antionad isrome inceessed ke 1900 aau| =harply sinve 1919 ;
bug it i doubdful ohether this was ewig to the intervention of the
trisdbes b 0F 10 1 rease] grooudsetiv iy rosalting from better tockmical
oquipmest, The sum-tolal of wages, atill in 1913 asounting to 41 pet-
€ant of the netiozal income, roge in 1999 to 86 por cand 2l this propor-
tios wan not tosched by the deproscion aftar 1961,

Koaynes ereatod in 1936 by his ~ Geswal theory of evaphoymest,
Entacesd sl mongy ™ the wow theoestial Lasis for 1he dmowsiion of

dinployment policy. He was sapperied ‘in .'&.'gr...l by Mes. Josn
It
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A
é [Mobisson. bul vehonstitly attacked by Pigou in = Bsployment and
(Bquilibriwm, " 1940, Beveridge refets in his sehemic to this theoretical
foumdntios.
| Eiomomie sonditions in Easgland before 1909 were less prepared to
Booept an extTemo - Hnﬁ;m i lmﬁibt'ﬂ!l_u State m;muuiille for grmploy-
nient polioy,  That i why Kagnes' books were mueh more 2pplsndod
- b Gormaty Uiak b the prophet's own toantry.  Only with the develop-
- ing argasssation of was ecomeny i Bogland snd with its exporiences
wud oo us suecesos, ey’ iloas smemed to the avernge Eagluhinan
(to e Tess utopann Shau be formedy Delieved.  War econamy soemml to -
hm ﬁ)pﬂﬁ’l U:Ilb M,‘ ilirmetasl Stadmintcn'unﬁnn ptotlum such an
efficionoy of inelestry as private inisialive nover lad achieved.  Keynes'
sdein gainod alw wrosmd in Bnglasl, -
Acsurling vo Kuynes, unsmployment is cansed Iy the dispropoction
et wenn saviags and investmenen.  Outlay comvints either of conmp-
rine ox of investment. I that part of insome nob &pent os commum g joy,
1 e kenls the total of investeint, thie desnand foe goods sesining behip]
Nathonal inconss and the e umequal the distribstion of this incmme,
the more population jnclines to an jncreased rate of savings, Thy
. Siges of extesaive rsvings 1w a reduoed tatal b{. e i Ehe nexe
3 peostisction peciod, and aulwequently procpredyetion (el mnatipley.
Wenr. The intenvt Tate dops ot restere the e-luullllrr.uml ax IMayel
. =T  The only bssans 10 balanice svings aml Bvestmenia g
1 F‘W ﬂ:[ml“ ;m{ip to 1he limits of l'ull—r-'ll'l'&_'lf""""’- Wermwick
saps: the employment sate is & funciion of spending.
The fridnieaal trais of thought in Keywes annfysis ks an oll gy
shipatadionr put imtn mow werds : the nuclous of all thess theorie ju
e tiemmptiaon, 7 Murx' aceusnlation of the surplus-valun means
Ltk s et initossng pogtion of inconse is tumes off from conaLnip-
: Hinrs vausEag erer wirm wocentiated orises at the issrkets.  Ford in 108
wnnd Filene omer more i 1023 pointad out that the conilition of farther
Loshaical ek i & froater vapucity of the Masses [0 consuine,
Pl mavse: Hitherto we coseentrated all our oflorts to iscrease prodie-
' fiom - now we have to adjust consomption (0 the nearly wnlimited
i capacity of 'u::nlm;rl;ims. That can Lo sehicved only by the way of
increnscd wags,
_ Fisher's proposals of an * index-onrrency " ave nothing clse than »
' variuty of the wuderconsimgition theory. Fsher points out thal ‘]1.1:
gkl’lul-p;'iﬁ guaranterd (1 no way & dable purchasing pawer of the nuit
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of oy, Cassel adds thal gold-peodation skoce 1850 neasiued by
|

|uﬂw.l ooatansan+ e flat hl[;.. thnr [ ) Il'l'r" s Mﬂm‘ I.Iiiil' ]hﬂgtb,’
and Wagemann propose 1o abasdon the goli-paricy and o regulste
the quastity af ciroulation according 1o the Murtustions of the general
prive-leved, or to the oscillations of the index of wheleabe ptices, in
order to reanfores comsumptice.  These awthors finl the main cause of
andér-onnsumpiion in the shortage of memey in cironlation, which -
walves o dagnation of markels, a decrease of the nationsl moomme ami
flaally permanent useenpboyment. Fishes a5 well as Canmel proposss
ta expand tde prwlit &l the Central Bank teospeh an oxtest 1har cha

X stagmotion is comter-balanced,  Indireetly, the itereased volume of
preelits involves an inereased domand for goods, for capital goods in the
abeapo Of Rew invenlments, for consampisse goods i the shape of a-
ditional wages,  So fur, Fisher comes very near to Keynes' argunsits-
pion, aned Kevnes admitted that, g '

Tn 1590, the German Governnwenr stasrted the Brst higseale experi-
ment of & palioy of peblic works Susnced by o badget-(oBeit. The
Woytimsky-Tarde-Bade plan asssmal thet every wirker, additionslly
smployedin public works fur whatever juirpose, nsplics st loast 2 workers
aclditionslly cmploywd in private indistry,  The incressed consunipdion
in oonxeguence of pablic works stimulates also the private secler of
econowy 10 produce mers poecls, anid i onder 1o satisfy this wew  de-

- mand, investments Bave to be carried out. Wagessss says in his
pofarm-plan of 1931 * An injeotion of 1000 msillin Marks by public
woeks causes an incraued tital income of ad [east 3000 salkion Mk
by seotmlary roactivnes of the. original investmest, so that it is 201
eossasr v to continse pahific expendivare — the metor eave starved by
".l']'!gilll.ﬂ curtion T warlks Ml(i]nﬁ]jmll:{ kh dasm uier ‘mumﬁjw w."

This thewey of the "indiinl ixnition " by publie vestmenta v the -
povcuesar of Kepnes' theary of the " mubtiplior ", i the confSeiant
by which inivestmonts watamnfically inerease if eeeo stionfated llj’m
awbditiosal domasd for peads, -W‘*"lhm.w Wagetiant. ahis nm!ﬁp
lier opatutes in annther wido alst pablie investiests dsconsrags
private savings. Comsequently fhe imitially isjoered 1000 allive
Makrw will bo reinfarond by at Jeast 3000 milbion saving-dofiosits being.,
imvoleed is the new Hivestmenl process.

Mtoopke, Hayok and Machbup opposed this idea of * inbtial fgeition ™ =
with the sams argamant which Pigow sets agaisst the theory of * ml-
tiplice ™ : cralbits have wyl : “? nf g s ;

i hortunazely toberepaid | theinjected purchemg .
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Power was borrowed and msst ke wibdrawn feop the  suomal
yurotlantion us soon. as the labelitie ate dae. T gublic work Las in the
mmenntime soc retarned the inftial capital by yielling profien, the By
hﬂh L ba Wﬁl{mmﬂlm seetor of prEnduetion by warnimg
ﬂﬂmnﬁlﬂ. nnless the Gﬂvmmmh wontinues ita ' polivy of spen-
ding . Bt Gaverminontsl debes bave sqmally to be ropuiil, "o ks
patlie indebe lnes is no saluthes of thiv "' vitenlis viticsus ", The
midtiphier in w trick of Gsmeksl conjunees
Cansrl pisesy lemwdhjmmumma that exessrive pablic expen-
Mnﬂhk‘dm e HTIIIBI — Fﬂt‘ﬂ Fibe nand DOy e i
rmal tetindrdnstesen,  The ennmmers have finally 2o defray the cost
of anployusnt pdiey. i!uyhhm his stmidy : In thire am abwirdity of
savings | ssseris that the interval Dewsen sxpeoditare TS P P—
fereed mavings 1% tho shortor; the m T PoTtng uf mapere i i
insosdiazoly Eransformed imto wages.
The poliny foe Fell-Employreent is thevebore rot o new bdm  Tiy
‘ serual posival in Bogland i doe to 2 Tastors: the wtgewl problesn
how to eomure wotk fur the demsshifiond ariibes after the War, ang
tha axoellent nemulation which Kcrnth found for the "mu'""““ Ba,
vl in right, as foz as Eoglaod is ooncernad, to say ;. "A new
e of somesmio thentizing abous employmant Wi inangitrsted l.r
' Kagnes. ™
| Thist b tha bk grousdof Beveridis’s * Full Buployment in s Free 8
Heocier, " publishod s 1900, At the same time, the Institato of Sea-
‘ Tistiom Omdond published o series af studies on * Eoonrsies of Fh“*
Bemployrnent ™ which agree in the chielpoints with Beverhlie's plam.
Tie “ White-Fuper op Buopipsorst Palicy ™ of the British Govers-
wenenk Boweror still keeps o= the traditionsl postulate of a balanced
bskzet sud does not sdops 1he revalstionary meshods of financing.
wraployuzsat poliey by undimited borrowing & suggestnl by Baveridge.

Bivesingd A50 Taa8 ¥RW SUfiiisg I FELLEC ¥TIARCE

“Romploymest depends on output * — thag is the ~ Jeitnsadld ™ of

B raridge’n anabpis.  Baveridge takes it for sure that unsmployment

Sin conned By defiient ilonpa] for goads.” The capacity ~f produnt tor,

i0, svalladile man-pawgr, capital and Mand, oxeseds 18 capasity of

. poarempdion, e, that part of ineome whieh is spent () comimexdities
aind investment poods. Tho resalt &s, that a cortain part of Peap-
porves i twt engiged is the peoduction process, In LS4 for instatce,
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the vatgu rapusgly of Beavish SOONOIMY s e, m'm*lllll,ll (N

Heve-hilae, to BLTH million Ponnds, while cossunmiption aml nvestmenis
toget her rernacip] 500 s liion Pounls bebdnd this e, with the resell
thnt L9 per cent of the avxilable mas-power were out of work.

Tl total curkay in the eemomy comprises the follosing elements
Consumption hy private heaseliohls, imvestments of privats enterpeises
fexebnding invest semi e i Muans howses and Jand, whish i ouly atiother
form ol saving |, the sueplus is the balance of payments alaout ap the
_Il:".li\‘:lwﬂ af |"|[tn|u||ptilln h}' fnrw_xhr:ﬂ. pn-'blin ﬂkl’lﬂhﬂfﬂ A fﬂl‘ n
it wxrends the revenmes from tagation, The stape of ‘U"'““ll’bm-“‘_
im e Biovod npeler 1he vopdidbon §hiat thds teinl ostlsy eqeals the o pue-*
capauity of prodluction.  Empliyment godiey therelore has @6 aim sc
auch an inrresse of ontlsy, o nmtter on which ronte, whethee by private
cogEEmMplE, priviste investment, of public Q:eyumliin.l that the demapd
for oodn 18 epual to the supply of goeds, Under this eondition the
equilibziem at the stage of fullemployssent i restored.  As long =
witkhay in deficient, the equilileism of demand xnd supply sefs in st =
wage of wuber-employment as is 1908

Aveording to Feveridge, there are 3 rontes (o increate tho outlay to
the maximmsn of autpat

REither. to inerease public oxpenditure coeed by loss to te extent
of the diffsroree hetworn outpet amd cutlay aliove mantiorsd.  The
paten of Laxabion left uneksnged, this expesditure has to e covesml by
berrowing. !

Olp, b anetviss Lhe [Illnlil'il?rjlﬂﬂifw o the. saine extent, but tee
ouver the outisy Ly subsequent tnxation, s orthodex finanee: hitherta
haa dome,  Full Esplavenent by this roube i ocdhisved through the tinse
Lair hetween e xpencditure snd sabesquent taxation, 6o be maknvuist
only by wrw evor increasing publin otlay esrgussing the fullowing ine
crease of taxation revenues. '

O, to comtiipe puhlic expeaditure on the sotual seale, ot Lo eoset
simultanecusds a general redwction of rates of taxstion. By thess
neans, private outluy i stimniited to such an extent that the danand
for goods equals 1he muasimim omtHe.

A fourth alternative mate, to rednos iaports 4o such an extent, that
the demprsd for homs-peoduced goods lsereass, is rejected by Bevoridge

ny the way of protectionsam n foredgn teade policy doriag the Jast

H
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s shidis Mml wpon the shouklem of the weighboars,
Incressad em e igoﬁ\nwmi.rr by this woy in paralywed by
: L unesplovment in the others,
MM thm.ﬂf the 3 roubes by an exmaple
qurmoes woukd have risn Trom an eisployment golloy on
ack of the 3 alletmative rowtes stastal in 1968 in England | He gives
the fallowlsg approximate " gores (i milion Pousds)

Frivate enn-mptknn 5 | AE 4,015
Private [avestment .. 20 Lt 4
Balanoe of payiments abivasil — &b Lk 1%
E Puhtic outlay by revenues ... 725 Ll e
: Pubilic outlay by |ml‘rl‘im'r-ﬂﬂ il EA L HO
1 = Unused teso@rees .. .o Ml 0 [ i
Delpetespasity. .. - - | B 3,17 5,175
| - l'm of  actaal  public | ;'1](- a
L . s = ‘\ ¥

Thstaes figweres are J,“,gd an feetitious caleubitbins ¢ Beveridge SIp[Hmy
m'ldﬂurﬁ " total owljuat PEmIAENE moohangw| while emplaymesit
He nasuimed, 1hat jmpoTts woslhl inoreass under foll-emplay-
.+ fent ondy by 75 willics Deands.  Fle ity that inereasc] taxation in
Tossta 11 would imply o pacbuntion in the sector of private fnvestiners,
ﬂmlmdtmlm in route 11T wundd jrovake pew private (avess-
m il._th umln :‘w millivos are insertord in both eolimmns. He
D oy [ empolgment palicy om prices — the whioks
. abcuatine is basee ors the asnumptivg of 8 3table prico-lovel, - Abetrac.
SR, mmnﬁqmu. aseray beoanse the reactions of employmont
W 'hm in tho scheme an® im reality & now datum, which
\‘ll'dm!hq whode compatation. 1 for FisAnOS PriCes Miso it contniuence
Eﬂ'm W-ﬂﬂm .m‘mlnmq ns well ok outpal changes.

r
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: Beverilge i in favour af routo T, to™ pleee the responsshility of erser-
ing at all tinses outlay suicieal in 2otal fo esyploy all the svailabls man-
power [ Britain " eponr the Govermment. Teevnrindge howavor admdls,
that thin roato iniplies & revobation i the methods of pmhl'ic finanes,
Public inelobtedness in the example inoreases by yearde 155 million
Poanile, That will be the yearly rovarting deficit in the budgr,
Gavered by borrowity, os long as eraployment podiey is sl on,
Inv mpeh & pormancat lvedgetabeficit duting docades jossitile, and
what Dohstyrenoe  afn i be [‘XFNﬂMt' Hore are B-miim oW

. I_“nilu.‘n'-_-m to the quiestion ©

* The \‘ikfrmlt“i.ﬂli imwﬂl.'ﬁ'é ol l:'l'llwz'l i Ulist A hae G e O¥ET 8 sl
et owtlay to cnplay alf available man-power. 15 i bovzer to smploy
people livwever the money for paying their wages by obtainel, than
nut to cmpdor them at all. *  The geestion. for what purpose the catlsy
_ﬂbﬂt:kl be spont, s, acconling to Beverklee, irrelevant to the affect of
smplovnwnt policy ss sich.  He contades however that invéstments -
In the general tarest of the commanity ss hosgitels, schools et hawe

prioviey, ** dut the find 7ol is that totad catlay at all thom st be —

wafficions for full-emplayment. |

Beverdge frals thst there are some teaders still traiswd in™ orthedox
Baanee " wia may be startled by the wlea of & continuous spesding ia
excoss of revemios regandliss of the purpose, Paveridge calma ther
amxiety ' Spending i excess of ourrens incompe s borrowing Bave
sltagother differeat inaplications for the State than for the private
citives. An inbernal national dobe does not Kink earinnt reduce the total
woalth of the community. And be refers to ™ the most sbriking con-
elixioes of Kabdur, that the sationnl debe of Bagland could be expanded

W at w sate of 5o Jess than 775 maillin Pousds 3 year wnito 1970 wit howt

_ —l

imvulvirg on this aeessnt any isereis of fax-rates. " And the Lax-
pavers in Englaml who ksve reason for being asxioas sbous aliey of
spanding with regand 1o the jmcresse of tax.emtos daring the war, ane
apesced Ly the phirase ;¥ A& policy of continnons batnouing s eossistans
with o slesdy reduction of the bunden on tax-payer, ©

Beoverdilge vimiks to give an coonomio angumttation of these psses
tione. Mo appeads to our social sentiment =" To loave children kuuﬁ,
syl the sick untendod for fear of inoreasing dibes, is to lose 4l sense of
relative vakus. ™

Thint dn s u_gnnuut.nl;# mob &1 economic ane.  1¢ & the
of the raised in & state of eosrgency.  Why they e emaloy
polivy to be an econnsnle aystem aed not o c}mrililhl::‘i&{?}:

=g

-mn = ! e h_ai.-l.-___-_;_-.l.ll_'-_ﬂ!LH
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_ spawd the monsy is & quasi-envmomic sector of pablio weeks farcing the
 peveivers of inosene to hanl worlt, while the same vewilt wonld Le of-
Aaized by disteibuting hanknotes in the wiosiia of the poor querten |
TF productivity i irrelevant o 4 poliy for woslth, it ix the simqilest
‘way Tor the argnnisstor an well as for the worker, to digperse the ey
Amang the MI'I" wilhigt iy meptwﬁ-:'n im working. To estahblis]y
e’mn]u_m']w P“Iify'& ulmuling’il whal we ealled :* Finnneial Xi’hiliﬂll o b

Beveridpe bawaver cumes back to 2 mare inmlerste peaetscs, = [t
i better 20 provide the means for cwtlay by tazimy than by bormueng, »
Ba2 1k proportioe between the twe foutes ehoskd be docided euthar fyogn
thie angle of seaisl pedioy than from that of gublic fesmen, Boverige o
Ao thar 1esatsen is mo longor pramadly o soneee of pelilic revenney -
the manoy for mpetoling tnany be soruinnl with the same reselt Ly jar.
mowing — bt an Instuanent o vogulute private comsumptiog uﬂn:l"ﬁilg
t the geaoral plam of tha pedicy foe wealeli,

This stateanent recalls ihe "' concetto prodstiiviszo Peockamried 3
qung ol ke " Carta dol Lavaro " s 1008 : Taxes don't gain at "2‘"""3"]{
peblic expeaditure, for theis pairpesse wo dispose of an even mom elistie
instrument, but at entusaging or discouragmg oertain brunglie, of
rprodustion sscogding 10 the plan of eoaTEnnis developanemt, '

. Beveridps's thosry of enlimited imdabtoclness of ths Beaso iy pey tew
st all.  The Caminsrslist PuSendoe! wroto b 1658, The Trosuusy iy
the stomach of the community. The moce passen throuph it, the fe 5
the Kb am supplied with sep. * Jodn Law subnisted in 175 3,:0
. ™ Monay and teade eansiered with o propossl for supglying the ¥y,
P with reauerr " o khe Sovtch Parfiamsent, but the &“k‘hmﬂil.—lmnl i un
wiints, wone W axperienced In this matter to be takey iy iy thie ‘r-;;:
Exactly 300 yoars Inter, Rauspp prasend the pinciples of war. e
sa the metbods of the folure pesce-timn,  Sie 1505, Prog Dosger ™
pleacle fioe s anlimited capaeity of the State 16 incur doly., Mgt
]1 " Ar long we the et fronn taxation eover the Snouzt nﬁ'miu :
b teat e chasge of interest. Akara is no danger of inmh'mc}- in inﬂmq‘.;
ing indalitednems. = The policy of theap ooy anlarges this space 1o
1 the budied a8 least to the ddouble ; and 37 inlorest wouli he abolinhod
cntively, the sapevity of the Blals to incur dedibs, in ulimited, Mz
Wnﬂ}' e lm]griml ta flid s many wldr hiave Hﬂﬁt‘ijnt;d ]Lkv
' conefutions,
Thi "' Booasmizt ", i the defense, toied to delimie the capaeity of
public indobladness by the following principle : The peice-lovel is mot
' affected by oerowimg ae Bug as the portion of inlemest fur dnbds in the

P
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total national lmeouve koeps on Lo misme petoestigm as befure, DBut
it fs & pusely arbitrary axiom to sssumn the actual portion of interest
for publie Joans in Lhe km-teda] of the badget to bo the stancland and
ovory levintson from this pertion to lead astray.  We have no reasou
te toke the actual likget for the equilibeinm budgot, This snpunear
rernaing wit hiso ol n:lll;qﬁl ﬁr{]uunlm!:m _ﬁ[lm ﬂ'd im-gu amwl dioes
ot penetiate tn the fundamental peoblem uf all indebtidness, private
as well s pubdic = what i the prodectifity atatned by usisg boreowal
poney T Yho seal lintits of indohtediess are given by thegoocesds of
ipvestamsnls. onrried oat by meass of evedir, amil not oy any quanifuiive
25 | hetween some demss in Lo budget as butesest for publie loans
and Lotal mvesme,  That is valid for the baluooe of private caterpeise
25 well & Bur the budget of the Blage, Tt i w fatal srroe of sll meslern
peformmors 1o exespt Lhe Blate fom the fussdzinental Prisiples of eotno-
nife netivity =4 sech, bowever organisedd.  Ouv of these peiariphes ix, that
coitinmons spesding it exoess of 1evennes [oadsinevitably 1o k-
ruptey. oF [n sbort - Nobedy can sporid mare than be canns,

Ie in intaresting that (heorios, long spo reluted by sopusments and
discreiitel By axperience, u!uugz aqain gein wrownd il weappesd upin o
pow termigology. There am 2 waps, 10 discover the misanidors
sandings abost full-employmenl in Baveridge's book: To examime
thee dxperieuces vd omplayuent poliey im the &iMorest countzies, gl
to nualvee theore-tically the eombitjons ol rll“-'mllllub‘lugll_,

EErerigsces wrrn ax Bxprniipaer

Germany stariad esaployiumt policy adready in 1630 by pubdio works
fismead b Khe greater part hy tax-revenses wnd kn the snsllor pus
by pithiic berrowng, Lo anvrding to Beveridgo's sehemn, liy moute T
The sgs of vapilal spenl in pabbio sorks, q‘-gj.'_i.og_.;wy determined by
the linsived resonresn of thecapital markel, asd not by the namber of
anenploved £ ke roengagel.  The results of this smployment poliey
ot @ amall scade befare 1951 were theredore disappainting. the sxpooted
“ initial ipnitiony ™ did not go inte action,  Bmployment palicy. fiom
1950 to 1983 can b compared with buailiding & bridze over the tiver,
bt when the buibders atrived at the maddie of the river. the fund wos
wxhansted and the wnifinished work stopped. The fregmest of the
hridge projected into the water being for 2o s at all — » warning how
publio work must met be carried out. A Trausste 10 Bavaria theee

existein facl muoh & ruimn of insulficient employment folisy of ts period.

L
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Mm pwnud out im his “ Beonomic Strafugy 1905 that the
n”wpﬁai.n doee of public work ix an esseurial comdithon of sucress,
Tis 1993 public orders for private indastey as well as public wark
itaell was expanded to thie lmits of available man-power.  Spendang
wae 20 thore depending on 1he situatson at the capetal maikot, Geopues
it wax finaniond by borsowing in vhe form of = croitbon of cipdit ", The
Snate did et gather the necesary means fron: the wlpcui-mht LI
Ty pubdic gauranbess to the rrivate entrepn celr, upos & Eachs thee Daandks |
mnnd overy demanded erediz, or 1!\' means Of taz-lends, os Ih'rl.u'r |'!'f’
prostissnry motes of the treasary dj[u}'nnlﬁt by the Heielubauk,

Thoimnusdiate effect of this policy — veny near 1o Bevoricge ilgal

Wiks 0 tien L girines pspecially of coneus sption gocsls,  Alter mulln}'wm!
polley in tKis stage wis peincipally dicecosd o imvestmente connming
the mkximsuni mln-;nlruf aml the mieimusn matorinl =& to P-ulhh’ug
posels, the vatput of produstion did met keep poce with the inorease
wages,  The cironlation of Samknotes rose more rapadly than 1he national
IROGmE. Empi'uymm“ pl:l]n:,' provoked inflationnry tesdencies.

That wns why the Government i 1586 docided to roonbinst e emaploy-
ment poliey with increased productivity, fo change the gotem of
Snaeeing cxpesdituce sl 1o impose strict vegulations upos all sectors
wlesnomy.  The prisciple : spendizg #t any price, wat repdaced by the
primviphe : productivity at any price,

Hare sire soaig cosipapative figures slvowisg the roaction of employ-
miant pollcy on prives. forvigs trade, wational incene, circulation of
bandyitas snd output of industey in the firss sfage of " spending ™
frome 1635 0o 1600 wnd in the secomid stage of ~ effivicney * from 1
to 18 fall in index npsaberns om the Busis 1009 100} ;

IR 1036 LS

I Bate of employment .. ... .. .. (S S R [ (] 154
2. Frive index geoeral ... .. ... ..l #8323 8 A
(o) index bo capital m-:d- = il = B8 = 42

15 mlu of comaiimgtion peods .| 2 ] W

5. 4h | e Hhin-howr = 108 [ 153
(- Nt Imcome in ferms of nmvy 2 E [
& Cieoulation of blnhmm‘ &5 141 170

& Bank deposita .. 7 . i [} 187
ToThxTevensmd .. .0 .0 . . M &1 a1
& Public Iﬁlﬂl il hai ik dnl 121 Pl Sl
Im " - 06 a8

=1 ling
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The infercoamect iom 6f 1he developniest of ibeen 10 ieinin the course
of the employment polioy ilbestrate the reaclions of apendings and the
wagendinl ponditions of fell-employment botier then theeretiesl sl
Mamadelligiizn omitted the Inierormneetion of dects fa kis stutly oo ™ An
experimeent bn full.employment " in the mentioned publication of the
Urefon] Tnstitute of Statistars,  Gilebasd and Balagh did not sufficeanly
«ftress this poimt,

The above figureshon olearly the 2 erns of employmes policy marksd
boy the imedsion in 1998 whenee the velatdon between the different itepms
fanilamentally chsnged. Bmployment poliey from 1423 go 1930

il e eosploying as ek we possible man-power reperdles of the
- [ § Py
productive efect of public weeks, On the contsasy, one tried o svesd

any interferonce of pablic works in the sotoe of normal -pmlm:tlntL
The seeoted dtago from 1056 1o 1403 j5 charscterived Ly the & yoaey plan
aiming at the mazanwm of efziency in yieoduaion aitained with the
mimignm of apending. Fizancial methods changed teo. In the fiyst
stage boyrowing was prefercd to taxation, to increase oossumition,
whibe i the seconsd stage taxazion wak refnfeeved wnd borrewing res
diuced. Figores are andy available unto 1853 when the st volume of
the “ Ssatistical Handbook of the Giermsan Reich ™ waa qublished,
The net striking ressles of the above ligares are: '

{a) La the first stage al employment polisy, nstional income in e
of m;my I:l:ﬁlw;'ﬂ mpe ﬂ!qjlﬂ.f tham the oatpul of produyction, Conse-
WLV prices Of colssptaon goolg o £
s et 0 Ibour ufensive ltmkv':f?:’:::; wE':]r‘-l:i':” o ::;tg
goode RS peesod oven declined. E‘ul]-emﬁlﬂ:\ﬂiMm comtimtied om
thiis basis hfull-cmhn_l_g for uaproductive investeninth hd innviill!lrtein-
ﬁm«l thl'al.lllﬂtliomuj' aViEptors. I order tlo sop tliis ‘ wndemirahls
imctclonls prices am wages were fixel a the loved of 1096 and m-i

llhl'l‘!l'lﬂ:(.x "“I’jﬁ.‘tml to 1he Pﬂl‘! ponitsoller

(% Baplovisent wighow regard to the eutymy of ;pml'.lﬂﬁiﬁnm
weoernaled thy inflation. The 4 yeass plan is based on the principle,
that the productivity of investmants in the mai parpore at which
putdie mur.h have 1o aim. The puestions, whether the private scior
of peoduction i teuched, whether the preportion of engspel woekens
b nevded mutorial chasges, ks unitoportant.  Decisive is the roduction
of prodnetion gost and the incomae of oulpat,  Produolion cost in every
branch wory rovised, anid standsrd ool Eaid down ; wasting of material
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was provented, raticmalsation armial 10 the msxismum, by siandardise-
tion of presluets. comentyating of establishnents and sisoplificatica of
disrribunsay, The 4 years plan s cn olivions relusal 6f the principle
that esnplovmeent depeals on outhyy. The keypoint of employment
peolicy im this pecond stage of the Gertnan oxgpetiinent waw ; inorosse]
antyut

() Figed firteen oonsbined with snoresaxing national inccing produced
abusdant ypuschawng power appearing in inctsased circalation of bank-
ing, sccounts. II prices showld be preventl from rise, tha abssdant
purchasing power Lsal to b= Kapt off frow Uhe macket of goonds, The
4 yoars-plan provided scoondingly fulmed taxatson ased forced eaving.
Profits exvending i jor ceot of the share capival hsd o be pidsd up azel
reatEictions weote Mngosed on the withdrawal of money from bank-
socounte. Raviay b advance to ey settles-bouses of peeqilo-cam, od.
age inmrunce for oversvhody, sl Smally ™ iren-zaving ™ was indyoctine]
to prevest purchasing pewer actuol fzom buying goods, Taxsates
were raisod with the samo purpsse.  Abundsot peirchaking power diy.
abledd 1o by goods, ropeesented th ¢ fund from which the Gevertanent
ool Verrow mwtaw for sew inveetments.  Borrowing by crealion of
vredit was replpced by borrowing from ssvms.

This dffersnen in estively omitied by Beverdyr, {redsia of the
Cemtral Bunk snoreose the estal parchasimg power in viesvulation, wiile
borrowing Frean the sdviog fusd ahifis the ulrenly existiog vapital
from the |aiwate dtiwprensur 10 the Qovernment. S borruwisg in
limated b the amennt of veleniary or foreod saving, while ercation of
credie s ceshnically unlisgted, In the fest caso, prices miem, in thy
sl ense, prices remain stalle,

{d) The logend nl un “fainial ignitkon " ol public expomliine i iy
1o way confirmed by the Qertian experiment, The reaslis of the ey,
perivd ol employment paliey belorn 1958 pevvy that an over incroaing
amonart of pablic uutlay has €0 be spent in order to maimtain Lho conploy-
meot rate. That U edvioss in e Land 8 of the table sbowiny
thue publin indebtelses inmessed mure than the emsployment mye,
Thetn 14 1o secondary seaction of pnblio sxpeulituge b aver increasiyg
private sotivity. Tiwe lagrad of the * multiplies © is an escnomic fabje,
Tha mestor, oove started, dovs pet autvestically coptines to werk, the
winch of spending bas to be tusived unresittisgly.

(e} Eﬂplwt pulioy s vodved anoreerd impaﬂn of raw miateral;
o & lerger extont ohan Boveridgn assumes in his calealation. This
imports bave ta be paid by stimulated exports. Since the intesng]




DE, 3. U MIEUNDECNFANTERGS AROUT YULL-SUVYLOTWEST 145

price-level in Germany exceeded i consequence of the mnployment
podioy that of cther counttivs, exports bocame nwre and more difoult,
In order b0 weoure the balasce of lveeign trade, muport-bonpses were
rvisad sl export premiwms paid, Clearing agreements slaoe 1004
imtended o provide Germasy with the noeded rawasatorials inde-
Pendently o differences it prices fedween tho conntrise,  Fmphyyinen
polivy wus cue of the ddriving facborsin foreign trade sontrolsnd ranafos-
restrictions. The golbexnbange svotems omd the " most Lsvanred
nations clagse ™ enmhl not e madeiair o,

This 3 poinds i the Gernuin experingeat ol snxploymont paliey prove
that 1he Lwo prisciples, laid (ko by Beveridge, are wroms : spending for
whatever jiuzpose he the nuedeas of enaployment polioy, and | spémding
finanesd by borrowing doss pos praveke inflation. The seecess of
t.tmpln;’-]mﬂ[ lmli“-‘- deprﬂda malin‘?_‘.- an e stabile [ e | 20 1L et wewms
output of production sl sstéousl incoine i terms of weney. Thay
alosie guseantces stability of prices.  The messures talorn in Germssny
socarding 16 the € years plan contradiot the prapisals of Beveridge :
iscrensnd taxation, reinvestment of profits, o stap on wages wod blockd
bankieg sccounts ws introdoced in Germany in 1050 rallies previrsl
parohasing power from comsamption than escourages speiding.  This
emplayment pelicy was entirely based on incrsased prenbuctivity anal
not ol increnssd outlay,

The seperimentis prove a furflee opinron of Baveridie 0o Le wrosg
thas Pull-Employmeat is vealisalde in a " (roe society ',  In Gernsany,
labouspassport was iatrodssed oliliging the swcker to asceph any
amplovisepl ssszned by the Lalouwr Office. That was necosary o
caryy vut the 4 years plan,  Boverslge thinks that [ree choice of job
sl work can be maintaijeed,

The othor podnt is, that employmaent pelicy implics essential revtrio-
jtioss of the rights of entrapressurs with ragard to forced conesii mdion
of plants, caleslation of eost, investmont of peserves, use of raw lnstarials
ete, The Gorminn 4 yests plan dagradad thy sntroprensir 0 A mears
cxormtive funethanary of tho State sdmivistering kis own laciory ae-
carding o the onders of the pablic astheritiesr. Thaugh property as
sich wos pol touched and aatiosslsativg of industey wol enscted, thy
rights of the propristor weo rodaced Bo & maarae Litle of Bodgour. $iivate
jnitiative sl private profits howwrar wora rasttietsl anly duzlisg the
sooenid stage, when enployment poliny wis tsinly conoaried with the
insereasy of outpus and les with the inoroass ol st lay.
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Bevarilge thinks (o evade this isiplication | ho ix right o far as -
ployment palicy Seponds on outlay. Increassd spesuding o in ne
Wy nocesiiate & e economie order. 16 osn be attained andes what-
ﬂﬂ' wywtem. Bt wn sion as amplopsent policy lnusta o lneteased
Qltsa, fhe Stats eurtails the right of propesty as wall as the individusl
m vonteact.  Indusirialists as well as worloses have to give up an
wwmntinl pertion of didy suired rights,  Private lnitiative bs sy
excludel
This isterconnection of & = palioy for weallh " with 2 pew cconnmic
ordes wis wlen osmitted in the 8 articles of the * Ecosemist ™ in 1544,
which besed employment policy on incresed pridsetiviey of Brigish
wdustey. The anthor did 208 cosogston, that lnprovad tecledes) ——
mesit is only one way to lower the cont of production, and that the other '
way, the simplification of peoduotion and distribation by saedu .
tion and specialisation, by contuntration and conicaled e, implien
necesssrily a change ot our economin order in fevear of Plamning b5 Al
Srate: '
Thap sapiiss oF SFENINRG

I is the fastyon bo call poonoaists” Wm“"‘_"“"“ reAstionmnruy,
seoending 50 whetler they are m fuvour of spanding of sving, Ty
wach i aseesttated antithesis 3 wsunlly wrong. 1 admit
= ide of Policy in the Crisis* as pablashed by Macklup i 1951 iy
mialesuking, when it says ; © Neighsr imereased popalstion nor snlurged 1

production, cossunption ns teade, por soy otherevent justifes expansion

of orelite |MHI-0~ '-ﬂi‘l-lhpﬂlill &i? tha LIS Ety of investinests ia
nflation. = And it is oqually wrang, when Pigou and Wober charges

the * sacesivaly high wages * with the resgansibiliy for unemgphoy-

el That % without any doub® ** reactionary ", But om the silnr .
himl, wealth mever incressed, bt dinsnishes by spendin g tha ondy way
to e conssmption b jmpeoved peoducsivity of the estalilisl, .
inpsts. =
Efficiency of peosdaction never depends on spessding, but on factor 2F
techasiijus, onginissthm and finslly mni of prt_xlmtirru. Wil |
.Pm‘!i“ﬂ T ey wlogany of car Linkes, bat i nn way, ol Frme | b_‘,
the facts. '

T alit of pecnvamak: activity, kowover organised, is to obdain o sne-
plus over (e invested oot Conssmption can snver exced this s
plus The mothnd howover secording to which the sarphes is caleulated,
diffess seocrding to the propomie system in foree.  The isalated Roliis.-
son Crusos computes the surplus in Kind : he compares the quantity of
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fl‘lli.‘b and animals ho got with thas fe coteanyed within & carfain .
period, The surpls quantum represonts the profid of his primitive

ooty TIIE_ entregmencur of the '“'“'I'-"F?Wmnuw hax = sinare exack

nustamty of profit in the diffcrence botween cast of .}‘lmduﬂ.hm .

lisigg-prrive i torms of mowey.  The Misister of Peoduction in s placmed |
ecenomy calealuios the maximigm oatput attainabln by gives fac |
of praduction as maupower, ninchines sad lind. Bat is soue of these

5 methods of surplus ealculstion doex spendding condition produrtivity,
U the comt rary, the prodeetivity delismits the nuantity of ceesvum ption.

As far s eomommig activity is gmm] l:!v the -'?ﬂ'l?t'ftl’-!ll&ﬂ!. ths
capectal prolit decides whether a project of produsticn is ndeniwilde,
Thin caloulstion mestricts the range of ailuissshie Teodastionn. bu thom
investments which retum, the sesndt exactly to the gerson, who investad
the capital, Recondary eflects if prediuntion, lor whiek other Faoton !
hrauches ot olwsses are onnched, have ws be nigloctod « they dos't
M prosent o .qgllll_l af produection b= this caloulation, because Elwy aro
not traslormed isto profits of the investing atreprontar.  Sohls,
miads, bospitale Tor instanon may inesesse on tho whele the stundard of
fife o popalation and evem strengthen the productive forses i industry,
- enteepreneurs’ caloulatinnus cannor bake inlko eonshloration suck wide.
preadl sl secondary msnlts of investinemts, because they in't netum
to the capatabist Lot 1o nther mdividisls, Cotsequently e will not ™
carry out such peojocts, whatever may be their scmmon ‘ll.lilil::-.

e &mg it mf“ﬂ.’" P"'ﬁ'ﬁl‘)‘ﬁ 'm'rmh"ﬁ;u sulSeed g alacth Al
wyailahle man: power, there wan oo need to msart to isdinectly peofitalde
projeols, pxeept in cases of necessary public Lealsh, P'l.l'."l."rlﬁ:lh tralSe
plee Bach propects wome enxtied uut by the Govemunant sl Sossoad
by faxnmrRue. Rut smce unsplivnunt beroe # Py
plenomonon, # i iM!.i‘:!uldh L produstion, The weetor of
w ddirectly pro@itatibe progeots camitd sst by e private entrpreneny,

tloess nok suffice 1o shsnth wllﬂyﬁd.; "-""uh‘mvmh o Bave o et
o fmaliecdty profitalile projects too,

The sisgh noteegrenear, bosnd 19 his wethod of praftaaboulst jin,
i ynahle to L4l dnto consideration sioh {reajects of only indireet pon-
Stability, which retun & siwrplus, but 1ot 16 the capitalish, bml 1o othies
individosls and brasches, Theselum the Stnle has to take over this
ek, Beside the seotar of prvats ecomomaic mebivity, comgoising the
directly peufilable establishments, there & an ever imereasing sector
of pubdic economic activity, camprising the projects of indirect pro-
ﬁluh'ﬂ','-t.r.‘

[H]
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That masy be illusdrated by an exampls - A chemical facfory employing
3 workess B umabde to build a laboratory and ta finance chemical
meearch, The labarstery may retum the cost ufter 10 yoam by &
temfold prodit resiiltiss from new discovesien - novertlicloss, Yhe owuer
of the factury cannot calemlste for snch n Jong perind nid be woald
e 5ot eamn ke pranll of $he inventioss alme, A Boge ghambng] Erait
.i_hmbin_g the essall factoriea. iv mioen capable to lesild the lnlamatory,
Becuee a8 meopediot in the brasch it will vam the resmlts aloss.
1t has sufliciest capital bo carry oot investwents whick will yiohl vely
aftes 10 yosrs, The M’nﬂm& s planned ecomoy will oven more
encomrage st work, becase it ealeulaton for an oven lnger perisl
and ths semults of auvestions wall mtum by the way of Laxukion,

Entrepreneuns’ calonbations though based wiv the satue peiscizile of
pofit, arrive =t quite different rosults scoonding s thay ane made Gur
a pasrow rasge aml o sdest period, or for o wide saogn aoid o loniger
peril. The huger the entorprise, the wwere projects sppear to he
profitable and therefore admissiblo ; the wsullor the enterprise, {he
loss projocts senn to yiold rotums and 40 be therefiore adunissibls,
Tenasine now the wiole matiomal production somboned in oz coligsd .
trids, the msults of caleslstion would be quite diffement foomn gl
ety olitadnmd by the individusl sntreprensurs : investmonts setug]ly
ooasidered as & fuilure, would tmm ous to B extremely=resmnonsting.
The merplusprineiple stande ales in the plasned economy, but gl
caleufation of surpbes changes. The range of almissihlo produstion
iﬂﬂ"_’lﬁl and that is the space within which emapluyment polioy' can be
onrried omt. . _

Spanidifiy 8 ¥ no way ik factor im the vabeulation of indirect profi-
tabality of mvestmmnts by the Govermment, The question whethng az
inveshment % admissible, & stifl ducided by the profit of pﬂulﬂm'
howeyer o more i the marrow seass of sntesprenaurs” pirolits, bus i
the merwn of inervas] stamdard of lifo of the pogelstion, Bisployment ©
policy wiich deoes mot Lorep these limits of a4 leant imbivect W"ﬁhhi!ity
of investionts, which spends money, mgardlom of the offocte sbtainng
memly*to stimmlate consumption leads mecesarily 0o jnflazion,

Netually thare is still o large space for mvestments of indirect prog. '
tability in all countries, whick is net et exploited. Emplaymngs
polity within this space is passilile whithout any decline of the stasdlarg
oflife.  Ther aes hugn projeces of elentrifieation, long distance h"‘ll‘ing, '
hygienio isstallstions, traffic [ and irdgation sehemes wikich are nog

L
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picked up by private isitiative, boeans: either they exceed the financial
capdelty of private capitalists or they don't refom the peofit dicectly
to the investing capitalist. Termanent umemployment is parily caused
by the facl that, owing to aa inadeguate organisastion of prodection we
elid met make use of this posaibility of expansion, Beisfieced conosn-
fratesn im msdustey and enfacged poonnise &t ity of 1he Govemments
Rl alevady spontansousdy enlarged the apace of adsieible production,
but these offorts ween rather groping e plaiming. The peojects of
indizectly profitable Bvestieis Bave to e examined aud eoordmsted
in o plan exactly as private entreprencars do with regard to directly
profitable projects. The same principles nnderlio to the public and to
the peivate sector of prodactson | they differ only  the methods of
caleulation,

We have wot yeb devedoped peefoct methods of caliulatisg sndirect
profits of pablic mvestments. Read Luilding, expenditens for edeea-
fiom, electrification, mstitutes of training and resesnel are still based on
vary vage estitintes, The Guvernment osrrying out smch pmj#'ﬂ
is wever sare of the final result. The profitability of a pew railwny
It fir the whols ecomomy for instazee can only be estimated by the
Ineressed revimues whick farmsers and merclasts will kave, by the
increased value of adjcent Jand, ete.

lndammct prolitability of projects is the criserion and the linls of
adenissibde cmployioem poliey. As lomgz & patilie nvestmenls hl']-'

withis the mnge of proluctive works, they will stiveeed in inereasing

the stanidard of life of the popubstive.  Public axpondituare, however,
for the sske of employment onl v, regandless of tle result, is wasted man-
pomwr and material mnad will lead to Jowering the standsrd of life of
population, It is not spesaling at any price, which gesrasters the
saeress of employment palicy, bt producing with the sim of higher
outpat i the whols

That is confimeed by the German exporimend @ the firt stago of
eiaployment policy was dosinated Ly the gminuiply 1o esploy peophs
o matler for what parpose.  Projects using iho snaximins s jamer
and the winibumme materia] were even proformed. Sporting  yutes
were hualt, walks il oed, sasts proned sud treen planted. The whiole
soliemoe wan based on gjwoal g ox much we posihle exaotly ae Boversilgn
suggests.  This emplogroent  policy  ueeeserily  Devoghd  abouk
anflativaary reseditn.  That was why the Governsmest was firosl afles
5 yoaaw of spending, b taien the steering wheel @ prodmetivity bocanss

D
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: the oaly criterisn for e selectiom of grajocta to be carried out, the
m‘lm produstion ooat was put in the foregrowmnd, snd
spending even seduced i order to achisve th maxions efloct. Be-
veridpes' smployment-Alieory was ehviomsly rofuted by these Dobs

! TREFULUTRON IN PUTLIC FTNANCE

: The Grsueinl 2ids of the jroblem of fullemgdayment con fisuss s
conthmeon. mmmw sl all the throristy of usdor-
e e
an nferior quantity of einmulation, bat to the fact, that tha invested o4

pival did swob v b in tine i foswa of peofis. The gap bas to Lo filleg
by reserves takes from property o inoome, i uy cose, parcheasing
perenr, ntharwae consumed. jiss b be devoted ta uamperaste the Innsey
in production ssd trade,  That is the mal catse of shottage of meayey
sl not sy suderconsmmptbon, deficient spending or excessive n-r’.g
Wo observn this fact already in the balacs of a single entarprise,
Th oy bs L iscare sobicst the higher the ool dnsl the haa liquid the
i gesater Lo losser. Nine crodits don't restosn e equilibrinm in the
badanen, bocause when they sve doe, the moesy 10 feay the debd jy
o ﬂg‘&in. unidaas the mew oredits I.ml@l:li fhe Wi]m procoadhs
f0 such s axteat, that the actusl finbilities toxe ther witli e peevicu,
'y loswes are Boversd,  The semw conditioas exist in the wholo sconoumy,
| Revsees shuseten £he"supgdy of mewey. ‘The gup osuiol ba covensd Ly

e crndits, bocanso theteamo difficulties will petim s oo as thegy
' ' ' p pevsomy in the meantioe L,

exedits uee duo, uridees they enabled thi v price na suggestod by
toeate the produstivity, Spending ot 08 » JuEpenon by O
Beveridgo in this situiats will enetainly wol ?wd".w this efflect, Spena ;
ding of korrvied manay fually emls with DANKOATY KpUPLnE, os

fise in prices, Qanslmnous borrowing implies a8 over SGpasng tlaﬁ:ei.t

of el Hiahelitios. Tho  quantity of ooy i r:-'ur-u!ﬂmn
fsvanes, whiles the trakof goads 1o Jopger POTTespan d o it, Prices

gis G0 T, :
‘,?:' . soca o, fiwed, the _n'buuliﬂlt Inofey 14 accumubiied |
f ha Dl id ho Gorettiment Tusst fake messires o keep Foby
: frean being apest 1y eon ST ion. -'“"“m”"f”'w s
e ke A e
Sobrined ‘oduetinity s covered. Such o policy of employmatnt
tha defoimed produetiaty 8 <o of 1ife of the popalation eithos

| I

Lrings about & deereass i the standord , n
b}u:aﬂ":m;dm W:‘M'l’”“" of niveey, oF by restriotions on
. Lanking ecenmnts.




DR, & D —HISUNBRRSTANDINGE AROCT FULL-TMPLOYMENT 171

17, om the othuer hand, in & stage of wnder-emplovment now credits aro
invested in produstive works from which the equivalent profits wikf
rotarn after o cortwin time, the standand of lifo of the populitises -
proves.  The [ahilition are repadd by the retarsy 2ol additioaal gmfids
ure nvailable fue consampeion, Thin siecess by ok foe o mpending ne
such. wo master fur what purgese, lut 4o the nereased Jroductivity of
the mvestssents for which the meomer wns apent,  Additional igvest-
monts temporarily isermss the volose of crculstion, but the profits
yvieMed hy this investonis, shaseh the abusdant mouey. Bsmploemmt
polioy oo thes sy therefore does not proveke inflation

Tho techodgue of Guancing ssek sehemis may diflae, ax 0 how the
indirect proditswl publee wmrka nre refusled o the Bresmury. It is
emontinl for Il investisonts, that the speat capital returnis to the
enterprim by the way of greesprofite. The imveatdd capital has to
be rodlised from these grossporits, oaly the resasinider represanle tho
natprofit, which b availshle for comsuisption.

Public finence is wod sxemps from tids npomsity o get back the
spent eapitad bo the teesanzy.  Ondy the way differs frons that of Private
imventing.  The moat orthodox way is that of Jdilferestistes faxadion
Extonprofits whorever osouring in eounsstion with pubdio works have
fo be weied by taxstion in onler to eover the iwitial axpesulitura,

Fhe difieulry of public nauoe oonsists f the i t, thab the mdarest
profits of public investments sppesr Set ay additionsl meeas of jmdi-
viduals and privale enterpeises. Bat this necrolian of itedme i i
fiaet mo real incomn destined for ORI § B ks gross peodil cestadiy-
g abio the wcortisasion quota of Lhe otiginally spest capital. The
extracroveaiim of the leml-owner fur instunce la coaneetion with the
new rosd, and the profits of the bailisg-eomgpsny diss bo pubdic coders,

o wremarkerdan” undesesved incame . Bus thip shoukd rathor be sallsd
"ol inovms ", becsum. they e qwb ticome B the soomonds
sesr Al all. Ther iselude the smertistion qoets of te fuvsted
publie vapital, which has 8o bo retursead 1o the State by the way of
taiation.

The woat stesking example of thix method 1o finsrice puahili: expetula-
ture, i the tax un excessive profite.  This tax, bar in the Grst weorkl
wist asurl nesmmied during this war in searly all the belligorent enEninies,
in imposed an the ascrebion of incone owing to war expenditure, The
muts of 75 per ceur of the suzples teoms is ouly justified wder (1
wasinption that excesive profits are nod et incone syaklshls fur T
supmation, ot wmss-polums canboiming also the wmurtiation  gueta
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of the war expenditure, whick lncidestaally Gell to Vo shary of the
r;rm enterprine, Consequently it has to e gepaid o the Suar

Bissilar tax was alresly the duty o= the ssesuad valee of lanid g

1907 in Binobobas aml im 190 i Fraskfoet, The tax was itnpesed vy
lamd the valos of whink ssgmented in conssyuence of housag umi tiwn

plannksg by publio investments sseh. a8 water-sopply, conumiiivat iy ]
lines wte. It sagrposns that the invreased valae of Jand appears fale)..
a8 acspetion of private progerty, whild 8 repeesents i fact caly 3i.
reflex of the expital sant io public stilities.  Aovedingly it Las 1) b
delivered to the State,

Ueder the mapect of civil low soch super taxes may seem to peejudivets '
the l'l".hﬁ- ufl plopuﬂ}'. et in feet they dun't tonch real il.r:umn! liegi
ouly truust-ibeme which lLisve to be retumed to the Btate, Only 4, .

Mz ax the tochadque of taxation is st elastio euongh o hit exactty thy,
intidents of such undesssved moame they may by ermor toufch the 4
private capital too. The nsthods of retusnisg the capits] invests| iy
palilic works by the way of taxation are still very fmparfocr g
- pooommpleta, .

In say cass, this way mives up bwo diversive principhes: the op.
the sanctity of property and income, appeopaiate to the market HeOtImLy
with 1hs othier, distiminating undeserved imcame, which belongs 1o 1),
systeny of mansged eocmomy-

Bt thers in still another way 10 seize the indirect profits of ki,
investments to keave the gross<profits i the kaads of the private enre,
prenie whepever they firwt cotmé into exetence '.ill form of whitleser e
ineomoe, lest gi08 o allow thie !-'ﬂtﬂ‘]]l‘fﬂﬂllf tn dm af e '!.nrlmo_-_l
This way was followod in Cermany by the soealled ™ staring of profits, "

Burplus profits axoosding 5 per cend of the shsre leﬂ;nlal linve ta be
e Takan] biy $hie entegprise an] m!-iu'miwl_ nllllr'r it own eetablis
ment, ot in puhlic mcarities. The aburbsat liquid tesorves of the enter-

prise Tepresent caly bk keeping m real peofit, in Ewes thoy are
¥ quota, which have to be re-investod amonbing

itemmm, i.6. Amoetietion
$ the dlenctiven wf the Covornmsist. In amy enso they are kepd away
froan oot ptinn.- )
Hy this way, the indowerved grossprofits are leglly recopnizol as
avasta inooese.  There is o l[ih'lillﬁlllltb-ﬂ af FEONS silid et puos B
Bt pracivally the entropressar is allowed 1o spesul only the winalls
pavrt uf - Bis pralits froely, while he has to rednvest the grestes po ‘r
By buying public loans, he mskes acesrible the returred capital for £
Governisent emabling it to continee its investment policy.
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' Thas way, to seize indirect profits by meass of fogced fnvestiments may
linve imdied Beveridoo to bellieve, that the Sate is able to omow na-
limitedly. Buat what in enr example appears na borrowing, is in reality
a qpsite different thing : mamtaining the Sctitioua shape of Joans, the
Government seizes indirect profita csumd by pablic expeaditues s
peder b po-mvest them,  The " Prozen reseves  of thy enterprises nre
nodling else but the smoetisation quota of eapital priorly speat in publio
works.  THhis smortieation quota returus to the Governmest by fosved
imvestuents 5 woll as by taxes on exeessive proflts, In the Sret 80
tlie entrepreneur keeps formally the tithe of proparte, bl in reality heis
not allowed to dispose foely of his jscome,

o Hhat inosons of these cases is Baveridge's prisciphe realland, that the
Governmang is able @0 orrow withont any limit.  Neiiker Ly toxation
sar Dy forcad fnvesinnmts of extra-poofits does 1he Govess neend rually
barrew, it ouly alporbs the giroceeds of increarsd pohilic veitnsents,
wherever they may ocenr, in opder 10 6il] up the exbausied teservoir of
mand sprent B pabilic works, A soan as spending bs ro more covatod
by thess returze, that mpane as socn o indirect profids of puhlie m-
vistnsendtie branaitorily corned Yy dilforent private enterpieices no lonper
are equalent fo the bnvested capital, the policy of emplogpment rasiot
g comtimued en the provioms seale, Puhlse e;_r,.qnlﬁlﬁru have to bhe
pat, il infstiosary ooudenciee shonbd be svaded,

The sapreme principle of all coonomic activity hewover organizsd,
the surplas principle hias to be maintairsd aleo in empleyment pelicy.
Palitic fnsice is pet esensnt fross £his femlsanontal baain of ol stomnie
acivity.  1Nfferent are Lawever the mothods 1a calolnte the sl
sl the way to gather the retwmpe.  The tolal plansed ecorpmy gathess
dionct ax woll ae indireet profite of putilo investmonts by g conteal
besedk keeping for all establindinents. Hntries asul payments of the

* single lactory are ndministred by the bank set cver the whobe branch.

Thin gross-rotirns dont” appear s real inconse esrned by the Taetuey,
but 1hey sre booked Ly the Lank as sronitiestics quete of myvecled
cretits granted oo the diffesont factocies, The net guofite bowover
cats bo distribated in form of highee wages within the facdeey concernml.
The atiwriisation guota of the invested copital return on the direct
way of eentral book-keeping 10 the Tnvestinent bank, aael the it
profis ta be speat for consumption, aro diroctly distribatod in form od
inrgnsod witgee.  The diversity of prisciples s in the ceee of taxation
e of storing profin does ot exist in this syrtem, bocarwe privade snter-
prisss den’t exis.

—
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Yheso aze in whort the principdes of emplovinest =iy, free foum
allusicn is which actually sone ceonomasts lose their way,  The econnfss
hetony ol spending b af present gainisg ground in Cireat Britwin, ps it
v eatlies pregagated in Gomeny and in T8 A, Wa utill rrsmemies
af the Am=wean ;H‘i‘q}ﬁe{m in 1%0 of u = perpelial :_-.1@]"'{1-}- " ni-
taimed by crostion of cewdit, The result of this poliey cf spendicg wis
Vhe erisionl 1900, Wareniomber of the propegenda for “ iyirkal gt *
if 190) whivh twreed out to Y o failure in 1938 Weo remmember of the
wrw of the " Xaw Doal ™ which load t0 the set-kack in 1987, Actunlly
fune meco’ the palivy of wpesding ls prepagnted.

Tt will invnlve the same resiltn, 1 speniding were traltly the way tn
wisleh, the war bad oncichiol the mations.  Tn fact ws pEpemlfure
wm wovarhed them .

~ Thee pregomession in Ievour of 4 polioy of=pexding hins ity woidelegical
backgreund, Employment palbiey b spomlbigs i proticable ae 1),
does pet necessitale any renryandestion of the Prdurtion spparatio
auch @ foroed conoentralinn of cuterpries, viricl waired 6f cet of
ptm]'d-in"‘ Chankioe vl ¢ r_.,-_prﬁﬁlll. ilirectives '"m"ﬂlilﬂ P“"Iﬁfﬁlm
ota, ealinalisation efo, That menns, full-cmploymnt is mteinble
alw im the presant scomcaiic Kyvtem. S“'_"" '3*"‘;:"5* in the only e
sentlil Factior $o peliierre fill-esployment, it = be o by anybady i
Whotever way, Preductivity of apending o rujm-.m!, there ary
Some socis] ispecas which may dinect expardRar w eertain picrities
in sovial wylfsre. bat even that is of secondary iipestusce,  Howerer
prerassive snch u scheme)of ssploynient Poliey moy ssem to b, i
i in reafity comservative, ioe it tries 10 peoserie the wtunl woanomie
system for the futere. : . |

As saon, Boweyer, us gnr‘mlhclivll}' 1% mf-l,:hllfml a5 the indivpendalils
wondiipon of an effi=ient soplnymesd pelicy, 'nal'ﬂ"l""'}'mf_'lil tmnipdics
ar-tuaching |nterfurescn in the spstem of 10ARketrecnny ar proved
by the Gorninn example, The [reo deation of the ieliviileal in ecomu.
mics s 26 bo restricted, not caly that of the eutieprensur, hut also
that of the worker chining his job, sl ef the cansiumes, baying goods,
Bestrivtions e the right of properts @ _lh miITM'.E! ",'1'“"’ coutrest,

ott prices, profits, wages, invnnun[”'ll"- :it:--.h‘:‘[:f Inevitalile Copeeii-
tait oF such an eployment policy: BIU S ,;"_‘M“E revodulion
of the sctus] possomie system sH t0 B=vericge in be umdesizable,
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He calls hin pohome : Fall-BEmployment in & Free 2oviety, that meass
maintaining the rights of the individuals, It may be that wuch ™ wn-
denivable implications " of an smployment policy Based m incroased
productivity dedern the anthees to pleail in [svons of it ) the policy of
spending en the edher side is free of suek unlgsirable imyplicatines nmel
that is the maln taason for its succoss. 1t has howerer the auly dabeet,
that it is oot true,  Hayelk characterises o with these words @ “ Wiike
nimikng 4t waalth, 0 empoverishes the nation, snd while protesding
Freedam, it lneurs 2 new org of Serldaonm. "

Prol, D 1, TlopEsrasgncipe







THE BRETTON WOODS® INTERNATIONAL
FINANCE PROGRAM

Leclure delivered by MAHMOUD SALEH EL FALAKI,

Econowies Tripes Parle I and T1 Combridge, Hoxowrs B.4.
and  Howours M.A. Iegrees. Dirvector Geseral, Minisirg of
Finance.  Asvisbant Gomernment Commizsponer Notisual Banl,
al the Sociélé Royale d'Economic Politigue.
on Friday. March 16, 1945

I T consider mysell porticulacly fortunbte to-vight to
have boen given the opportunity to diseuss the International
Finance Program set up ot Brotton Woeods.

By profession T handle some economic anid monetary probe
lem, Thub Tearnot conceal the fact that in handling matters
redatang 1o Money and Finincs, it iz for i, more of a
lllltll.‘s‘ll?'l‘ than of a jmh Moreover 1 have hiadd flhe P’l‘i'l'i]l.'g\‘}
of represenfing my country st the Brotton Woods Conferogies.
1 wus also very lucky to kave beon vice-presidont of ape
of the theee main Commissions of the Conference natnelv
Conmission T1T, :

2. The Plin sct up at the International Monstary and
Finaneinl Conferenes whick mset nt Bretton Woorls [ast Jaly.
i ot o plan of cadennic interet. 10 i plan which has hoen
submirted to, ard s now being exnmiined by thy Governmeonts
and Legislatures of the 45 nathons that Iplrﬁci_ln-lq:d in the
Conference.

The sulject is ome of sctuality sll awx‘ellm world, In
fact the Plan is aleeady boloro the British Parlianent and the

Awmprican Congress, Ouly eight days ago the oxecutive
winedl of the Independent Hankors Associntion in the 1.8

Y
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represssting 2,000 Baznks in 40 different States have andorsed N
the entire Bretton Woods Fiwrmce prograem, for both the In-
turpational Bank and the International Fund.

Every Government that participsted in the Confercace

must commanmicate 1ts decision of sdherance or pon adherance

" 1o the Tuternstional Plan ot the latest before Docembar 31,

1045, After that date commeries will forfeit their right to
participsate.

3. Instead of waiting till the end al this termible war, the &
United Nations have decided fo prepmie and set wp in adennre,
the monetary and finencial maehinery which will «nabde the
world as soun A5 the war comes to end, (o resinse its work
| ol predce and prodisction, with moere efficiency oot with o
botter vision for Hope than bofore.

When the Esst bullet has beon fired and the end is renched,
il it will be reached in the not distant futare, nations "l”-
be: allowed to make their national programs to fit v with o
farge colloctive progeam instead of lesving every counbry
: mdividually to reconstract its economy in a haphosan] wiy
and on nirrow nationslistic lines,

|

I. 3 A T mnst state however that in dealing with this wmtricste

: and eamplox wbject hers tooriight, T shall be labournguder
very serions disadvantages ; the subjest matter is very large

d iveed, the issnes sro innumcrable, and the sclwmne entinils

. - complicated technical diffienities.

e

5. However miy object i not to sumrnurise the provisions
of thy Agreemsent, Thess can be foond in the Finol Act of
the Donference.
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My object ix rather to try and look inte the monetary -
problems of the future, apd 4o attempt to discern the new
tendencies that are constantly at work in the reonomie sphere,
and i the Fight of those fature monetsry problems and now
tendencies, to pont out the solient characteristics and
primary oljectives of tlie new fAnsiee program sel up ot
Bretton Woods. [

6. What 1 shall say vo-night may therefore canvesbently
Scome imder fonr separate headings :—

(1) The nead for intermtionn] monetary machinery.

{2) The type of international monetary maehinery required.

() The Bretton Wonds Intemntionn] Finance Prograns.

(4) Analytical examination and rmf]uuim]g_

The Need for Infernational Monetary Machinery

9. Bafore the lost war all or most contries were on & gold
staminrd.  The conditions for n Gold Stayidard were fhese -— 1
() Convertibility of all furms of moay into gold ; () ]?ml.;.m
of movement of gold 10 settle differencies in the halancs of
poyments | fe) A elose rolationship betweon the state of the

« HoM rescrve of any one country, anl the o vinilability of money
 and eredit in that country,

Consequently any chingk of monry and bank crodit polioy
i any one country, had roperoussions upon all other gold u
standard cosmbrees.

Pt even under the gold standard, there were soaise measuns
of monetary management through the operation of tho das-
eount Tate and by other methods. Bt the degrro of manoge-
ment was relitively small
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Under the Gold Standard exchange rates hetwoen different
countries were firad and maintained. Intermal price  levels
Votween countries however Muctanted, bat they Fuctiated
seithin relatively varrow mite, The iternational movemonts
of gold theinselves axercissd & stabilising in inence over sredit

- and prices, and set in train foreos which SaBTeT Op
restored equilibrim,

EM stability, and & somi autopatic corrective o
W”ﬁngﬁualwe]a bfm difforent cﬂm],trie;l ‘-I!Hlllgh
gold movements, nra the two ehsmacteristics of the gold
stanclard.  The resl advantage of the standurd way that iy
effect it created an international TONRY Curteney without
sabritting the monctary policy of every country to 11,0
decisions of an futernational authority,

Inter

8. Under atrvss of the last war, most cowntries Wlsndoned
gold.  Because gold the common Jink bad gome, exolangy.
Tates Lecine widely fluctuating in response ta fuetuating
istornal price lovels in cach sountry. The corrective for a
riss in the internal pries level, throagh a liberal cradit policy
I ARy one country, was no longer the export of gold 45 wder
the gold sandapd, but i depreciation of the oxchingo rate,
Thus the conditions sfter the lnst war weee charscterised by
ﬁddyﬁumwmfnuym el widely fiwetwating infernal
price levels,

Great Britain resurand tho gold stamdard in 1925 and
then abandonsd it in 1031, All countries ome by ane Tleft
gold after paying a hoavy price.

8. The fuibure of the pew gold standard after 1031 jed
to the meckanism of the Exclunge Equalisation Pands, At the

thie same time Axis Powers introduced complote Contro) aver
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Finavce and Trade.  Their coonomic systems were subservient
to, and dominated by tlosie military requirements.  Blocked
balances, bilateral trade ageeements, special.clearing nreange-
mwents, discrininatary oxchange practices — all these were
features of the cconomic régime of some coambries and move
capecaally of the Axis Powers in the vears preceding this world
war, Countries pursuod policies that hove hud the effect
of mtensilying intermutionnl depression, and spreading it from
country to epuntry through narrow natjiosslistic eoononne
polinies, desigied o serure recovery of gne country ai the
cost of depression in other countriea. The resnlt wos vedpowd
world trade with its reporcussions on- employment.

1 Monetury systoms ame merely fustruments serving to
facilitate the preduction and exchangs of goods, at home ond
alyroncd. :

The real importance of 0 monotary system however, lhs
in the kind of setting that it provides, for the real seoncimie
forces, which mast wark within i,

After the experionce of modorn times, no one donbts that
a srese 2olfing is rogquired. 1
The conclagion at this stage therefore yoints to the need,

sl to the pressing neod, for ceeating internntional menictary
machinery of a permanent noture.

The Type aof Inteenational Monefary Machinery required

10, Af the ek of thiswar the warld will be sonfronted with
the problem of sehabilitating its monatary systems and thereby
brapging order out of the monetary cbans which the war
has erenfed.
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It s pramature o preclios the exacs form and size of the
post-war monctary problems. But lesrning from the hitter
lessenss of tha post, there is little dowbt about the fact that
afler this war the world will be confronted with three main
monotary taxks s

Pirst —To prevent widely fluctuating exelinnge ratos,
Second.—~To provaut the collapss of monelary sysboms,

Thind—To facilitate the restoration and cxpansion of
istarmational trade,

2. As rogands he first fask : It is pecommised that widely
finotuating oxchange rates involve several disadvantages.
They iotroducs an exteenely unstable elensent into fureign
trade with contegaont nperrbmlmua on employment, Such
Euchmmlmnmutn ant oleent ofrisk, which vends to discourage
internationn] trade, or adds to the cost of brading,

Further, exchapge @actmations mvolve constant ahifly
fram production for the bome market and production fop
&!Pﬂl'l 8[)611 Il!lﬂﬂl tyoate ﬂﬂ“ﬂ'ﬂll nmmp]ﬂyumﬂ and nrg
execoldingly costly wid disturbing.

The relative c::p,mmnn af trade in the Storling Ases utiti]
the bﬂmmugg af thes wat, ﬁlﬂllg‘l due to othor tamun“gim@'
mny be attributed in part to the fact that this Group furmnd
& wide area of mutually fixed exchange rates, and that trady
batwoen the member eonuntrics wos not banpered by thy rig)
of excliange Huctuation.

Monetary poliey ahauld therefore aim at eschangs stability
beanse it i essential after the war, not only for the revival

af internatioral trade buat also for domostic stability us well,

But exchange stalility has tow comy to nsean something
totally differont from what ib meant lefore,

J
. T P N . v
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Exchauge stability no longer weans exchange rigidity ns
provided wader the gold standard, with énforced deflation

and unemployment i its trisl

The rew conveption of stability 3 that i1 & not an end in
itself, but a means of premoting trado, and through tzade
o high level of employment and real income. Jasiatence
on stable rates of ezchanges irvespective of the effects of those
rates o coplayaert and inconine, il wtean Tesing xight of this

abjuctive.

Let we roview the past,  After the last war, huge errom were
comunitted in this respect.  Tnitin] cxebamge rates of diffesent
eountrie= emerged i piecemenl and haphossrd fashion,
and contained many slements ofsbrain — notably an ovor-
valeed pound, snd an ondervolued feane. This steain conld
have boon easily vemoved by nppropriste adjustments with
advantage ta the whole world, '

Whhens the strizeturo broke up in the thirties, now disparitios
srose throngh the reluctines and wnwillingness of oortain
countries — (ermany in particular — to moke sdjustiments
that would have removed the need to Exchange Controls

w Import Quotas, sud other vestriotions, wihich were roquired
Lo nsnintain the ctirrencies in gue=tion far nhave their oconomde
Tevel, and which constituted so formidable a Iundmrmtnthe
revival of international trade.

B3, The secomd task is fo prevent the eollapse of monetary
systens. The brenkdown of monetary machimory entails

vary beavy sicrifices. The mmomctary lessons of the past
have Leen paid for very Leavily.

-
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We all kenow that, in the Joig run for every country
separately, cxports (hath visible and invisible) must pay for
imports (slso both visthle mwl invisble).

Por the shoet turn, boweves, disequililirnmm in the balay
of Mmﬁ'-ﬂl conntries often lnppens, ani this disogusi-

Filihun sisnxiifests itsell either in surpdises or o deficits i 14,

valance of payments, E

{a] Tho gold stamdand provided exchange stabili ¥ Myt
rigidity of exchange rates, bt only at the jice of jiter
fering diroctly with domestic economne polivies, F!Eu_--:l_ui.
librium is corrected by the. manipatations of tle supaly of
| imternal eredit. o oeder to correct a deficit, & eountry uder
!I. gold must dellate, _ill otber words muist resort to tlriatie
|' ' jlmm.u-umi]ing o curtailment of production and ensploy-
it sl with that a eodiced woeld trade,

| {8) Undor.a free paper mannged currency, <Hsequilibrivm

is torectid wat by the munipulation of internal credit s

|| upler Kﬂld. hut either b‘T wilo vaxintions in the q*x-:lmnge
vates, or by the imposition of exchange restiictions. Bath
O‘tllmm ways lead to violent iluﬂ.ﬂ!?il]t}'. Create unnecessary
ﬂilh_. affect Im.li&!.‘ti‘!.ll_l amil ﬂmplfl_\"lk‘lf‘[ﬂ. anel ﬁ[ll.l”:l.' im;m&e ,
mpﬁ'llﬂ!‘i.' obstacles i'll the way of iillifﬂllhlf"im'i:l.l' Lnsle

Hﬂ&ntn_ty podicy sbould be directerd pawande providing
onundries with foreign exchange resourocs or bvug over reasonably
#hoet pazieals af tinwe, to give them uy oppartanity to coreect
balsries of paymsents nmaladjustinents, witliou: the breakdawn
. of their mogetary machmery, aml without compelling such
COuntoivs to odopt drastie measures 1y corract smoh ety ugi=
literin, '
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I4. S0 fur T have dealt witl

tasks of the future, nomely to Prevont widely flostuating
exchangn rates, and to avoid the collapse of monetary systems.

Neéw T shall turn to the hard '““‘Jb’-fd‘_ml:; "llllld'yio fﬂﬂﬁw‘

the restorofion and cxpangion of Uiteriational trade.

the first ty major nuonetsry

There arv several methors st should ba devised far the
revival and expansion of et trad.

I Bave already dealt with fuw wethods

w Fevival and expansson of workl tratele, miiely (U the pro-
Vision for & reasanably stable stundand of international oe-
change to which all countries can adlhore withaut sace Raing
the freedlom of netion HECERSAY 80 meet thoir intermal ORI
Predulesns, and (2) the provision of short teem fﬁ.tni;gli s
Fesources to allow countries 10 correct halanes of T
malajustments without reecurss to dratic Aipsares Fur Uid
corpection of such disequilibrium, _

The third method veqwired in coujunction with the firsz
two, is the provision of lowg term fiunds | ay contraditinguished
from short term funds roquited B correet teanporary bhalanso
of payments msladjustmsents) to le made available wh
teasonable rates of intervst, to countries whidas esondantes
have been destroyed by the war, and also to those whoms

t € etonomic potentialities have not been fully devcloped,

‘ Belligeront eountries must restore their eliattered oo o s
And produce in order to be uble to buy from abeond, wemi-
‘lﬂ'ﬂ']ﬁped comntrion must be allowed 0 incronse theis piro-
dusntiyy capacity, in order to incrense tieir ability to buy
Trom abroad. ~

tocessary {or the

Tho fourth method consists v 1he cessation of econcmio
warfare ameng ralions.

PRE = = =S I S - ——
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Internntionsl tinde campot be revived and expanded il
the present militery warfare which 18 sall raging will be
followed in the fature by womomie warfsre,  Tn the post-war
wirld, econommio werfurs must ccnte.

As Dr. White has ably sasd: “ Unrestrained eceonomic
warfare, if allowed Lo continue in the futuve, will again dizrapy
produetion and armplovimont, by destroying internationa)
teade and injuring pational markets. Tt will underming one
of the foundativns of a sccure Poace,

Taz Two Mosevary Fraxs

15. This bripgs me to the two monetary Plany for the
postewar wasld, namelr the Keynes snd White Plans,

Fplozatory studics were initiated over ten years ago
i the British and Axerican Treasuries,  As hos Bappened
¢ often in the history of ideas, o brilliant coneept was de-
veloped simnltancously and budependently in different parts
of the worli,

The Clearing Union proposal which will always remain
assovinted witl tho grest name of Lotd Koynes was publiched
i the United Kisgdom in April 1943,

The originnl American plan for the Unitas schema whicl

witk the work of D, White avd his coftaborators was publisied
i United States at the same dete (Apeil 1943).

I would b too Mg bere with the limited timo available
to eximine the Keyues amd White monetary plans  In Jess
thoay & year ugw, and i this snme placo, Mr. Minost has
delivered an apnlytical survey of the eurrency plans amd
in particular thy Koynes plan.

Lo
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In October of the same vear {1943) the U8, Treasory
sundipesd a8 & sapplanent to e ourreney proposals, o ten-
tative plan for a United Notions Bank for Roconstruction
wind. Developunens.

During the wintur of 1843044 continuing copforonces
betwoen the technical oxperts of 33 governments agroed
npon cextain principles, These principles were cmbodied in
reconunendations, which were published.in April 1844 in the
form of & ™ Joint Statement of Experts embodying prineiphes
governing the seiting up of an International Monetary Fuad,

The Keynea anel White Plans were digoussed and disearded
ax antities hy the Experts, though many of their idess ware
presersed in the ' Joiot Statemont ™ in o modified forme. Vare
s governeanents also nude suggestions which, wero ineos-
potated in the Joint Statement, Thus the plan emlvodied
b tho Juint Statoment cannot be attributed to any one nation,
'nlE i really nn infernationnl affnir.

16. Tho Joint Statement of Experts and'the tentative plan
Fur w world Bank forrmed the basis of the work of the Brotton
Woods Conferenoe Just a% the Dunbarten Oaks plan will be
the basis of the. Sun Pranciseo Cimference.

This brings me to 1he work of the Conferenve.

Bretion Woods Internations] Fisance Program

17. The Bretton Woods Conferones has considered matiers
ol international ey wisd  fimanes, whieh are im‘pm'tmﬂ
10 Peaca and Prospority.

The Conferymee has sgreed on the probloms needing a4 ten- d
tion, on the measares which shoubd be taken, and on the
forms of internationsl meenetary co-operstion which are
Tedquired.
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The sgreements reached are wnparalleled in the history

of intersational relations. They are cmbodied m the Final

At of the Canlerencs,
As Load Keynes has said, ot the closing plenary session:
*We, the delegntes of this Conference, hove been trying
“to acoomplish something very difficult to accomplish. We
bave wot been trying, eack one to please himself, and to fisul
the sulation most acceptable, in our own partienlar situation.
That would have boen casy. It has been our task to find o
EOMION nessure, a comumon standard, o common rale applice-
‘ble to all, and not irksame 1o any.™
“We have been operating moreover, in a field of preat
intellectual and technical diffienlty.  We have had to perforny
atone and the same time the tasks appropriate tothe sconamist,
to the financier, to the politician, to the journalist, to the
ropagandiet, to the lowyer, to the statesman, even, T think,
to the prophet and to the sootheayer, And I make boll
to suy, that we bave been successfu), International con-
ferencos have not o good record, T am certain that no similar
‘conference within memory has achicved sach s bulk of lucid,
solid construction. It has been tenmwork, teamwork such
na T hove seklom experienced,”

I8 The internatioual finance program set up st Bretton
Woods consists of the ereation of two international institu-
“tons d— .

(1) The International Monctary Fund: spd

(2] The Internstionsl Bank of Reconstrsction and e

velopment.

Doth institutions are complementary to one another.
The Fund supplics shorf torm Ditermational funds to  meet
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temporary maladjustnents s the balanee of payments of
countries, and the ank sapplies long tero fidernational
Jumds for feconstraction sl development.

1. Tho chief function of the Internationel Bank is to
guaranies private lonns made throngly the usual investment
channels. Tt would make loans only when these conld not be
floatecl tlrough the normal channels at reasonshle rates of
iterest.  The Bank would by no menns therefore restrict
the wvestment sphere in which bankers would ongage,
O the contrary it would greatly expumd their sphere by
enlarging the volume of internntional imvestnions, and would
wct s an ancormously Offective stabiliser ol guarantor of
loans which they might make.

Progieains af reconstruction and development will -spesd

economie progress overywhere, will aid political stability
and will foster peace, The Conference hns agreed on the
powers aned pesoterees which the Bank russt have, weld on the
obligntions whith member conmbries must sssume.

Owing go the limited time allosted, T owill deal only with
one of the two mternational fstitutions sef up st Bretton
Woods, namely the Integpationn] Mopelary Fund,

20, Perhape the cssentials of the Monetary Fund ape -—

(1) Tl defining of the curreney of every mrmn;y 1) ters
of gold ; (2) the sceeptance of every country to keep its cufrency
within 10 per ornt of the determined value; (3) the under,
‘-“HHE of avery oantey to  refraim ‘T’DI!I l’l"ﬁ.ril’ﬁﬁns [“
teananctions in it currency | (4) and if found necessary to
purnikt every counter to change the value of s woney after
consultation. But perbaps the real characteristic feature of

-

[ I Ie— —_l.l__l_i_h__-_-—l_-_—_—‘——‘w.d
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propusal dxits flewibility. In gencrlthe Fund do-s
oo il O uasi-autamabic provisions fo its effeotivenes
Tnstend, the Board af (Govermors is commonly given authorit
. mﬂﬂ]-ﬂlﬁﬂﬂ" Pﬂlhﬂﬂtﬂ‘ I,hl! Fuand to the fmldi"i.'zlﬂs.!ﬂﬁ‘haj[il]g
0 pertienlar eases, nsting within brosd provisions intend o)
to sfeguard the resourves of the Fund and the inferest 4
of menber conntries,

Antomntic deviees are ynreliahle ghidesto poliey in tronhie
times, especially during the transition period,  What je neeided
T8 Dot & series of sutomatic siglm!a to replace the dmﬂhﬂ
ones of the pust.  On monetary problems, there can by ot
astomatic substitute for o rationl "ll’_lllll_':\' 'i"flplﬂﬂi.'fl!nﬂ with
flexibile powors,

E' The International Monetary Fond as set ap st Bretton

= Wooes is in 2 sensn an Intotuational A gency for the purchiass |

_ amd mle of foreign oxchange for the purpose of stabilising
ufren [_” : .' _—
The Prnd, whiclh in snsther sens, is i intornationnl ‘
version of the Bqualisation Funde thas snpplanted the Gold !
Standard, seta out 10 prowide an intesisagion | manetary
menuinisns, freo from the weskisosses of the Gold Steudand 1

[ yeb providing a bigh degnée of exchinge Subility. It is

iy

sl ﬁ]ﬂiﬂhg schense for oll exhango bransactions. Y
Dealings betwesn the Fund sid siemler counteies pgp N

take place'only (hongh the Tressmiries, {otral Banks, S¢-
isotion Fands aml sunilar fecal SFenries,
|ﬂ“illﬂﬂylmm5ﬁﬁﬂl i mhhﬂﬂ ll}' lntwzals of e lers

will oontin: Wl”'ﬂﬁccﬁhi theougl i sl channels, Ouly

when u ﬂ]]m ﬂf rﬂ[ﬂiﬂ“ I es. ‘[ﬂ'ﬁ’-ﬂllﬂllﬂl will the

marked cong o the conttal audhoeitie 2

l apply o the P

i

which in tum will*
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T other words, members ¥ill wormally apply 1o the Fund,
only whon they cannot cxehange their enrrenoy for  the
enrrency of anothor enuntTy: at the agreed par rate in tleir
day to day excliangs almmﬁﬁ“"- on enreent acoonnt. This
in fict in o poant at whicl there woubl b g tenglency, under
the potd standsid, for gold to lsave the sountry, or alter-
natively undet o syssem of froely Huctuating oxchuugs mtes
for deprecintion to take place 1 the exchangs 1ate of that
cotmtey, nasiming tHhat thern were no offsetting  eapital

m

novements,
The Introductory Article of the Intermstional Monetary
Fund Agrecment listy six poLrposes which shall guide the

Fund in oll its decisians.

The Fund is eharged with the Tesporsilality of (1) pro-
moking internatiomal monatary co-operation ; () of fncilitating
the n:,m}uiﬂ)u nnel balsnced -awwt!n of intamstional trade;
(@) of promoting exeliange stability, ol mnintaining oederky
exchange armungements; (4) of a=srting in the estabiishmant
of o wultilateral system of pagments in respect fo current
ws s (5} of giving confidence t¢ membior countTies
ng the Fared's resonireos ovatlable to them, tha peo-
wm with an appurtunity o correct '“'lhﬂjudnmlia
in £hoir balance of payments amd (0) of Shortoning Ehe durstion
and Jessening the degree of diserquilibrium in the intenational

balanee of payments of wemiber ations,

af. Purpose [ readn:
eo-aperation through o per
vides the antchinery for eon
international monotary problems.”

The Fund thas aatablishes an Internitionsal Agenoy whioh
would be used for the solukion of monotary problems.

by maki
vading ¢l

# Ty promote intermational monetary
manent institation whick pre-
sultation ol eollabaration on
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The impartance of sneh an mstitution can never be ovor-
.:q_q_t_finutnd. Thete s no doubt now aboul the fact that
h{twmjml monpatary peobloms can no longer bo solved
by oocasional eo-operation improvised ameng s few groat
countries to meot a threstened disaster,

Monetory diffienltios can be met cnly by contenuous
eo-operatinn, to prevent them if possible, to romedy them
¥ hen neCessaAT Y.

Whenevar o collapse apprared to ba threatening. count tips
mast consult and gonfor with the Fund aned decide i ~ 8
preventive or eorroctive nseasires,

22, Purpese JT veads : " To facilitote the expansion gud |‘
hhuc:ﬁi groweh of intenational trade, and Lo contribyee ,I|
thorebyr to the promotion and masintesanee of high levels
of employment aud real income aed to the developusent of
fﬁu productive resources of all members as prioary objeativeg
of econemmic policy. ™

Note thisn: e growth of foreign trade should be o baly weed
growth, that & to say not an suconditional growt), -

The fundassental objoctive of all sew seanomic. polioy s A
full production and full employment sk 8 pussible N cach,
cotntey. Thiv i the only proctioal way of Impraving ;..
standards of living of the peoplos, =

The promoteon and mamtasenes of o high lovel op .
ployment and ineame each country ax peimary -"]"jm?img
of eeonomie policy, constitule a serious departure froy, oli
eatahlishod ideas in the coomonio sphere.

The world will nover again accept & 8ystein whsie]; will
subordinate fiternal eredit: policy, and consequently -
wal emplogmond, to rigidity of foreign exchanges,
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But this fundsmental abjective of full production and full
engployment as possible, can only he attained, unless there
i« the fullest intersational trde among natzons, baged on
the interest of all,

Intermational trade affeots divectly not only those who
are engaged in i, it olso thise who produee goods, a cons-
dernble part of which finds its wuy to workd tesde,

It is therciore 8 matter that concerns not morely o rels-
tively small propottion of some countries’ population, bat
one tlat directly conoemns the grest majority of all peoples.

28, Purpose I atates: * To promote cxchange stabilivy,
1o maintoin anderly cxelunge arrangensents among members,
al to avoid muum!hiw t.'-!n'hnngu t!(:pn\nia!iou. N

Note hero the toxt. Ta promiofe not pvisfpin exchonge
stahility.

There are certiin fundamental concepts in respect 1o
sxchange rates that lave been agreed upon from the start
Liw ¢l Confercuoe : (@) it is not desivable to alter exchinnge
rates unpecessarily, or when thero are other satisfactory
yeans of restoring equilibrivm ; (6) it is not possible to
support ndefinitely an exchunge rate that does not poflect a
eourtry's intornational reomemie position ;. (e} un sliepation
of the pxchangerute afficts the seonantio life of other countrias,
and should therefore be wdertaken only nfter consultation
with other constries avil () the interost of 8 country in its
own exchange is paramount, and no change in the exclisngy
pate for 4 carrency shoakd be made exoept with 4he consent

of thot country.
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The agresment re-catablishe: dntarnotional currencies ou
& gold bawis, but chimipntes or moderstes ot the sume tine, the
disturbing mgslitics whiel eharscterised tha gold standand,

Tho per valoo of the currency of escly country shall L
wxprossed in terms of gold ax o common demominator, or in
terms of 1.8, Dollars aof the weight apd fineness aeon July |
1044,

Im other words, the initial rates of cxchange of the
currencies of all membar countries sre to bo established by
defining the parity of sach currency in torms of gold or U.S,
Dodlars,

Al transactions besween the Fund and member coantries,

vl sll rasisctions between the naermlior connt ties hemselves,

will be st mtes of exckange within an sgrecd pereentagn
of parity, ' '

The range: frone paxity i fised o1 1 pir eend 38 the cage of
Fpot tranmutions, Tt by the case of otler bransactions, the
rarige s thetermined by margin (whiold exoeeds the mnrgin
far spot) to bo sonsidered by the Funid s reasonible.

These margine hnat the m["xhﬂ}llﬂl. Al minkmBm rates of
exchange, and cormapom] 0 the old points andor the ga))
stunedarnd, :

Ax regands tronsactions in gold, the Fond \Ibﬂll“];agm‘m
& margin ahove amd below par for tl'ﬂ"ﬂ“ﬂ*ﬂﬁ“’fl 8 mol] by
memibers ; and no momber shall buy gold 4t WFREE “?’W-u Par
valoe pluy the prescribed mergin, o sell gold ot aprivebep,
par minus the proseriled margin.

. : s Lo by
In substanes therefore n mimber e rﬂ-"dﬂﬂ i ]'I:n:m.
a 3 2 10 LA s
if necessary hy froely huying and selling gold, iied
il ) i . PR CUE i
rate of exchange botween s aurrency gl Toresge PehTiey
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exoepd o methods for wderly and wecessury changes in the
rotes are provided for by the agreement. But thero is mo
explicit obligation on the part of membar eonntries 1o gy
all gold affered for them ot a fixed price

24, As regands such changes iy exchonge mtes, adoguate
provision has been made for elanging vates of cxvhango
whiell prove 1o be unsatisfuctory to the member conntey.
Initial par values of 1he currencies of member counteices shall
be fxod by, sgreement betwesn the membier vountries and
the Famd, before ike latter can hegin operation in gocordncs
with am ngresd b-rmw!un Bt opree the |ﬂltml panty of
a mwember counity’s curroncy i established in terms of gold,
it eannotb be changed oxeept aiter consultation with or appro.
val by the Fund.  Thue the Find mits the right of mentber
countries to chinge their exehange rates without going ihmmh
cortain procedure, Bt il does ot dobar sieh chomges,

Olvionsly  however o grester  degeoe of stability of

excharge ratos is wol an and vyitsell.  Te would e o complete’

inversion of objretives il a high level of business activity

were to be gaerificesd m onber 1o maininin Ay given strocture
of exchang: rates,

Countries alboring to the Faud andertake not to propose
changes in exohange rates anlest they emasider them appoop-
riate to the corzeetion of & fundamental diséguilifoenon i
their balonee of paynents,

Flowever Jaovisions are s that during the teansition
period, in view of the astreme uncortainties that mus prevsil
after the wer comes to an and, mny adjustaneta wisst netes-
surily be mando, and it is provided that the Fand in deciding
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on its attitude to any proposals for changes in exchange
ﬂtﬂ pm«‘] ]’:l_}' v lers, Ev__]k:lll gi‘r-u the menmber country'
the henefit of sny ressonsble doubt.

The Frnd bas also provisions that add forther fexibility
'I to the system it catablishes. 1t puthorises a countey to malke
8 10 per vent change in its exchange mte withowt obtaining
the eoneurrence of the Fund. However, even in thnt ease,
the country s roquired to consult with the Fund, and o
actin seoordanoe with il purposss, so that such chonges will
not ba an arbitrary or competitive devaluation,

mhw' the agreement provides that conntrion whicly
after having nfade o 10 per cent change, found themselves
_ ender “’“-'“Mt" of m"lll“'j“ﬂ' another ahange wilhaut delay
may request the Fund's conenrrenco in such a chango and

a roply mieb be given within 72 lisurs.

Other changes can bo obtained. with the Fund s concar-
perzoe and there sre no prescoibed limMations on swol aws
thorised chapgos. b

Furthernsore, it ordor 10 profect the seonouies of & country
from any wntowand influences resulting from  exeessive
rigidity of the rate, theap is an explict provision that
Pand hall not rejeet & requosted change tiat i Heoosury
Lo restope  equilibrinm, on the gmmtnl- that i.s .dmm not W

* approve of tho domaestic, mocinl or political policies of th,
meabee countyy proposing the change.

Thuse provisions are pot o substantive limitation an whit
the Pund is expected toda, but o re-assurance to the counties

- that these vitgl nutters wore kopt in wind by the framers
| Hfﬂu Agroemont, snd that the member towattics avtanamy
in domestic offuirs is not threatened.

T T
[
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There is alea o spocial proviso whereby the Fund by a
majosity of tlie total voting powst plis the appraval of each
countey having 10 per eent or more of the quotas, may decide
to make wniform proportionate changes in the par values
of the enrrencies of all nwnabers,

Such o uniform change in the par value would result in
wor ehange in the world pattem of exchanges, hut the result
would be that the walues of cwrrencies i gold wcowld change,

* bhut values i torms of other eurvencies wonll remaim the

-

MarmE,

These adjustments of exchange rates shoubd not involve
a hreakdown of established nuachinery ns they dul under the
wold standard, becwuse n change of the exchange rate would
iie permitted when it became really necossary, ie whon it
is required to corret o fandamental discquilibrium,

Moreover the supervision by the Fund of changes in
exchange rates shoukd eliminato the posihility of comspetitive
exchange depreciation,

25, Purpose I stipulates: " To asastant i 1he estab-
lishment of o wultilateral systom of payoents in mpoct
of curront transactions hetween membres and in theolimina-
tiom of foreign exchange restrictions which bamper the
growth of world trade”

This means that member countries are not to engage in
discriminntery ourrenoy arrangements or multiple currency

pract 10K,




) Exchiange restriotione shouldl not be imposed on enrrent
tramsaetions, Thero a0 bowever exeoptions : First, during
the transitéusal persod and Becond, in the eaee of o scarco
CHLrANE Y.

Druring the transiticnal perimi, there are spocial arran-
gements by which members may maintain restractions on
payrments and transfer from owrent mternstional trans-
aotions :

Starting tlaoe years affer the Fund beging operation, the
Fund must lssae an Anovwal Ropost on the restrictions stilj
i furee uuder these fronsitioal arangements. But after
five yeurs, the Fund Las power to refise the use of its resources
ta, or require the withdrawal of a wember which is not eli-
mmating its restrictions as rapidly os the Fund bolieves
this sheuld ba done,

The conclusion hore s that  mombership of the Fyng
does pot invelve the sceeplance of nuwltilaterban n hlgdg,
bat ouly i menetary rautters. *

Seoondly exchinnge restrictions may be imposed evey jy
tesport ol cnrrent: socount transaefions in conpection wity .
enttoncies to be declured” senrce by tho Fumd. Thy i
abulit seirve carreneics is 00 eomplicated and wonld b tog
long to enter into hore. _ »

As regards payments that constitute capafal frnsfors
= (noton current acconnt) members are empowored to maintain
exchangm rostrictine.
Tha Fund's resourees are not ntended to be used for large
eapital investapents, '
Bat this does not mean that any country should e pre-
vented from wsing its resources of gold and forvign excliange

B R
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o8 distinot from the Funds resources, in uevting Lurge capital
cmflows, Nor does this provent the use of the mseurces of
the Fund for capital tramsactions of ressonabile smount
roquired for the expansion of exports ar in the ondisary colrse
of trade.

26. 1 will deal with Purpose ¥ and Piorpose VT together ;
“To give confidence to member counteies by making the
Fund’s resonrees available to thom under ndepuate safopyands.

“ thus providing them with opportanity 1o correct saladjust-
ments in their baluice of payments without resarting to
rescures destractive of national or mtermational prospenty.”

Purpose VI comen us o comsequenoe of Purpose V: “In
secopdance with the above, to shorten the durstion and
lesseny the dogree of disequilibrivm in the internntional
halances of payments of members”

T onder to unlerstd prepose Voo VI we must first
(.mni;l[.{: the qm!h[mﬂ of qm}h;a_,

Esch mation 8t Brettan Woods was assigned a quota in
the Fund. These varied from balf a million dollars in the
case of Laberin and Passana to gi billion dollass fu tle cxse

* of U8, 13 billion fod UK. and 12 hilliin foe LSSE,  Total:
quuotas came tn &8 bLillion dolbars,

Quatas serve several different purposes @ (First) they
determming the voice and responsibality of & member nation
in the mansgement of the Fand ; (Becond) they determine
a country’s contribution to the Fumd's assets and {Thind)
they determine o eountry’s-tight to tle orudit factlitios of
the fund., The Keynes Plan would bave fised the quots
of ench conntry on the husis of its share of world trnde in




CHPTE coNTRMTORIRE

the three pears 1936 1o 1028, The White Plan used o farsmls
which ineludes] the forcign trade [entures sl added each
nation's holdings of gold,

foam quotas determine access to the lesicfits of the
Pund, some of the nations pressed for larger quotas, and
eoch conntry’s proposed formauln waturally tended to place
it in o Esvourable position relative to some oilers, In view
of the mualtiple functions of the Quata, the formula devised
ot the Conferenee took into sevamnt the following eritoria
(a) ability of the conntry to sabscrile sosources of the Fund ;
(D) the wnved of & eomitey for use of the resoarces of the
Fund and (&) tho ceonomic significance of 0 country.

Ahility g2 bost indiealed by the size of 8 country's nationa
meoe and of its haldings of gold and of guld canvertibile
exchange. The need of & coumry for the resonrces of U
Fund, is beat indicated by the magnitude of the fuctustion
ini its balance of payments.  Hoonomio significones s giuged
Irymtu:nul output, fareign investments ssd economic strength.

A formls was evolved based on the above prisciphes g,
all countries.

2 per cent of the National Incomes of 1930 5 per cony of
the holdings of gold wwd gold convertible c.trhnms“ a8 m
January 1944 ; 10 per cont of average annnal imports (954
1088 ; 10 per cent of maximun  vanation in smoust of
exXports 1954-]4s,

thu for all countries were drawn up on the basis of ).
above Tormuls and were submittel to the Conferemos for
consideration.  For political reasons however special eonces-
sions wore mide for cortain countries, and adjustinents of

_inequitable gunatas were mide in a specisl qurota committes.

-
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This was the case in the determinstion of the Russian quota
which was incroased apprecinbly during the Conference.

The Egyptinn Delegation fought bard in the specinl qaota
comuittes and managed to ruise Egypt's quots from 40 %o
45 millions,

21, Eash member is to pay ibs subecription in foll on or
h‘:_fam the date it hecounes EHﬁbIn to Inuy!rurmmios from
the Fund.

The quota considered ax a countey’s subscription is to
ciiisist in sall part in gold, in o lapgn part in the local
curreney of the ywmber countey. The gold portion of the
subscription is to consiat of cither 25 per cent of the quota
oF 10 por cent of the member's official boldings of ol and
UE dollnrs whichever s the smaller, The Jom) curmncy
portion of the subseription aftor pobd will in most eases
consist of deposit credits on the books of the Captral Bank
in ench membor country instead of eurrency, However in
e of thess deposit oredita, the Fund woald acespt speczal
kind of bills to be issuod Tor the purposs by the Govormments
of the member congtries.  Theso bills will be non-negotiahle,
non interpst-bearing, sod p.t)'-whlu at their par value by &
eredit to the deposit account of the Fand st the Central
Bank of the mwmbor country,

Thus the sajor part of the currescy subseription of member
coantries shall be paid in the form of spovial government

obligntions, instond of besng paid in Jooal cwrresioy, bat these

obligations however are instantly svailable as carrency,
il and when that might be necessry, ie. when a fordgn
demand develops far them. -

"

i

b |
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This the Fund 1s sllowsl 19 nequire u?ln-:l'ntcm.t Ipstarinag
government securities redeemable st par in part payment
of the initial subscription.  This would avoid the appearnnes
of inflation or illiguidity of the Centel Bank which might
mistakenly be inforred from the sudden woeremse of its depesit
linhilities.

28, Now in respect of the cxtert Lo which countrios can
avail themselvres of the ercdit focilities of the Fund.

Each member country is permitted to buy foreign cur.
renpies, i an asnnual amount not to excesd 25 per cont of
its quota, and to continue to do e yearly antil the Fud's
holdings of it curtency are cqual to 200 per cent of its
qunti,

In other wards the sgevegate amonnt of foreign currcrcies
which a nmmbcr nation may buy from the P in exchange
for 3 own local currency is ﬂpmﬁ to the total of its gold
contribution plua ita quota.

Take an example.  Egvpt's quota Lad bees fixed 10 the
Final Act ot § 45 willions, What would be the cxtent of
or oredit [acilities  [rom the FPaod. Our subscrzphion
will be 3395 milbion dollars i the foruy of non-anterest
brearing, e.q Government obligations and 11} million dollors
w the form of gold, 'We will bo able to deaw from the
Fugad in exchange for this, 66} milliens in dollars or the
viuivalent of that wmeunt in any other foreign currency,

In other words an smount equal to eur quota plis our gobl

comtribution. Bot this is net all.  Thiz p_lll'ﬁtﬂ.!_iwr PO

weuld continue for five years until the Fund's holdings of

Egyption curtenoy is oqual 10 200 per cent of our quota.

»



MANNOOT SALNF 5L PALAKI.—BEErTOX woobs' 15

While however the morsal smount of Jocsl currency which
the Fund is permitied to hold is 900 per centiof the quota of
Q-h:nt wipmber country, the Fund is wot vigidly limited to this :
amount,  The Fund may sell foreign exclunge foe additional g
focal currency, even when its holdings exceed the prescribed ‘
liits, if the Board of Directors npproves the ale and the
wirpnher commtry is taking satisfactory measures to cosrect
the disequililrinm or to peluee the excess Joeal curtehy
haldings of the Fupd

T
|

| In this commection the Fiund will presaribe the ternes and
conlitions undoe which it will permit this, and it may require
- the depasit b colluteral a5 one of the conditions.

- l':lltllfl"j' li.ﬂl])ﬂﬂ-ﬂﬂl i= the fart. thot the ];r_m[nuu'_nf tbo
Fuet are also not fgidly dotermined by the aggreguie quotas
of all members. There are flexible provisions far inereasing
the resources of the Fund us pecded. No limitations are
placed on the Famd's ahility to obdsin tesources through
borrowing scaree varrencics froms member pountrics on terms
agreed betwoon the counteies sud the Fand,

There will L an exponsion of quotas perodisally o na-
tionnl Income pises, gz the soek of manetary gold imereases
‘el as the volume of international trade grows. With thy
expansion of quotiss the resoupces of the Pund sl the ability
of member countries to parchase foreign exehunge will be
inereased oortespondingly,

| 29. This bring me o the explapation of purpeee Vand Vi

. The National quotas, under the Fand supply o subsantiop

breathing space, n shick short term malodjusiments in the
belance of Payments, can have free play withon! wecessilating, ,

-
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i
any chosges m emhonge rofes (os undor s free peper earrency)
at chewges in the supply of interngl oradiz (us ander the gold
standard] warh their dmjrerious effects om produrtion amd demestic
em plegtiond.

Countries ame this protected from feeling the pressares
aramng ot of deficitary trade balances — in o wiiy that leads
to dismuption, messures of Testrictions, limitations o4
trade and the [ike,

The Fund therefore provides the Iecessary foreign ex-
change b maisloim dmports, while more fundamental wd-
justmnle sre boing made. Rimilazly in the case of countries
with a surples on inecane secount, the operations of the
Fand will enable them bo maintains tegnperarily thekr exports
vehile adjustisents are being mande instond of being Torend to
wwbertoke nn nmediate reduction in exports withs tho reslt-
ing adweérse effect on domestic employment, To this extent
tii dealing wilh disoquilitwin whatevor theiy eanse, the Fund
it toare stahlbe than a system of [.TLH!i_? ﬂmﬂ:mﬁng fvﬂ'[:\!l“ngl}
riten s g rigid then the gold standsed. But nftos "ft
reneanable time, & menber country is nxpeeted 10 q:;,“; o
e dependent entirely on the Fund.

S0 55 much for temporary deficits al sirpluses. Ty
alesaldi s with 1?.5mm'c d"ﬁf-iﬂ' -i‘lﬂd ﬂ.‘lrﬂﬂl'c ;]l-rlgﬂufa 1'““]:‘?"!

tha Fuad's prowisions are diffareit.

| o Iamd acsaangement, s chronie surplis [except
so oo s offsot by oew dnd sdequato long torm fordign
fenadlig) would eawse the countey's cumrentr 0 become
- -
AUATY

The Maad woull nader the cirenmstanc o declare thg
crrrrsney bo be searce, ond will make reocomniendstions {or its
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eqititable ratwrang smong wembers,  Te should also inves-
tignte the cuses of the sconcity and adwise bow it oy be
braught toan end. A decision of the Fund to ration o sssree
currenoy will serve s puthorisation to meaober cowviries,
after they bove consulted with the Fupd, temporarily th
impose limitations o the (reedon of exchapge opeyations
i the searce corrency.  On the other bamd o ehroric deficdd
however (except so long as offset by wew wid adequate fong
term foreign barrowing) would have the reverse offect, and
the country would soem bo prevested, by the operation of
itx quota, (roes haying furtler supplics from other conutsies.
In diealing with o clvonic deficit the Fund esohews the de-
ationury effecix of the gold standard, and provides for an
arderly rodwetion in the par valwe of & membor's cuzreney.

AlymicevENT 0F THE FuNe

31 The powers of the Fund are vested in & Board of Gover-*

nors comsisting of ome Govermmr and one Alternate appainted
by cach member conntey for a five voar term.  The Bourd
of Governors is pormitted to delegate to Exooutive Dircetoms,
all by specifledd powers. The Bxeoutive Dircoters shall
nndertake the semeral cpersticns of the Fund.

There will b not less than twolve BExcoutive Direotors,
five appointid by the five membirs hoving the latgest quots,
which at the owtsor will be the United States, the United
Kingdons, U.88.R., China and Frasve i two elentod by e
Latin American Republios, and five elocteld by the remaining
e bors.

Tho proceduss by which the five PNrectors aru ta bo chiosen
is dr.-mgnal vo sae that eael member will have o voice up-
propriate to its quoti in the sleotion of nt least ene director.

| ——— -
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The priveipal ofice of the Fand will be in the United States
since this country will have the largest guots,

The vating power of mamber countries is determined by
giving eseh conntry 250 votes plus one ndditional vote for
*gach part of its .quota equivalent to 100,000 dollsrs,
===—=7—n

sl Peosm, 2

Yo

18 A PR RO I R I 28
TR e gy S A, 14,430 19-4
BB o ede | aiyy o o 12, 934) (P
RIS n 1 e TR AL R | 5,730 5%
FRODO0:.. v wor 1on e e ae 4,550 1'%
India ... ... v i e e o 4,231 43

s . — - -

Egypt will have 700 votes i other words 770/, of total
vetes  Accordemg to ther amlh quutah, the Latin Ame-
Tiennl coumtries woere wed cntitled fo Bave two executive
ditectors. However the Confercipos dlecided to allog two
seats to tliem on & parely regionsl prinoipal.  The matter was
fought hiurd in the Confercnce by the Latin Amcrican Bepub-
lies amdd the motion to that effect (Alternative J of the Cuban
Dedogation) whieh wae proposed by the Caban Delegation wis
earriod by only a small mojority,  This principle recoguized
Latin America ar an economie umit and allotted it 1wo seats
ot tho strength of that reeognition, We stated that aa the
prisciple of grouping ﬂignﬂlcr coatntracs into goononsie arens
fur tle purpess of sllofting souts hos been sdmitted by the
Confurcnce, the Hgyptian Delegation would Jike to sse thy
extension of that prisciple by gramting ong seat to Middle
Esst conntries. We subasitted o motion {Alternative B of
the Egyption Delegation) to that effest. The motion was
scconded by Yran and Iraqg

1]
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The following ie iy statentenit i this cosusetion belore
Cosnmitdee 3 of Commssion 1 on Joly 13, 1044:—

32 “ Mr. Chairman, may T bo allowed just 1o sy 2 few
words in conneotion with Altemative I presated by the

Cuban Delogation,”

"Wo have wo guartel with that propesal. In fact we
view it favourably, The grouping together of opuntries into
coononiy areas or units for the purpose of allotiing asats
Appeans tn laey & m]n]}ql nj-l‘i'll[‘.'ilflll.'. l’l seanE tax ‘llh-\e l'l-(‘.' ptiuwiplo
whioh has inspieed Alternative J.  This Altermative resog-
nized Lalin Asvorica as an coosnie unit awd allotted it two
seats on the strength of thet recognition.”

“ Bor we wonld only like to pomt out that the proper
application of the principal undedying Alternative J miest
necessarily  entail fts extension to all  eoncmic areas
— oot Latin America sloise.”

“his wonld climinnte the meansistencies that woukd
arise from spplying the [l't"ilbl:ipl«: exelusively to Latin America,
T its present form, it is difficalt to believe that the proposal
dows not discriminate against countries other than Latin

Ameries and the Big Five"

“ We ane propared to back the Latin Amprican proposal —
it oot we support it, bt we abiadd Bike to see Mhe prﬁrm'pb
congiatently appmiod.”

“In the revised motion of the Egyptisn Delogntion — thepe
wo elaine, and olaim mghtly, that the Middie Bast, which

18 undoubtedly and pnguestionably an econormie guit. shoakl
on this ground be alloteed at least one soan®

—— e L.
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“A Finaneinl Canference for Middle East countries was
lld in Caro Tast April. The United Kingdom and the
United Stutes of Ameries wore represemted.  This i an in-
stance whers inll recognition was provided for an economie
grouping which for purposes of trade, money and exchange
you cannot very well ufford to ignore.”

33, Tho Egyptian Delegation fought vory hard and eniter
tained close comtscts with severs] delegntions to show the

fuirness of the vase. The matter wis then put to vote bat
defonterd.

Oue RELATION WITH STERLING

H. Lot us soe bow will the Fand Agreement affect our
Custuraury relationsip with Sterling. :

We are Hnked to Sterling.  We aro an o Stesling Standard -
and our currency is redeemsble in Sterling. Under predent
conditinns any fluctustion in the external valus of sterling
V& T dts exelunge raty with other cHrrencies, will Jead port
Pes o L correspouding chaiige in the extomal valye of 08
curmeiey de in our exchange rote with cther clm‘t.m

It was weraneonsly thoaght shet this limk betmweets S‘Sn!l']lllig
flmi the Egyptian pound s duo so the faek that our eurrency
1 mainly covered by Eoeling mssets — Hritisd) Treasury
Bille. This alone is not sullichait for the link.  Our Hok is
not only due to the fact that Bricish Treasury Bills constitute
the major cover of our Banknote imsne, but nlso because
the National Bank undertakes to buy and sl starding st
pax ineither direedian wiih practically no charge for the
tranafer.  Further since the war, Egypt has instituted
Exchange Cotitrals on the lnes of thoss on sorling, aed
thoreby continned to remain 4 imber of the Searling Aren.
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Lie question now arises, whist will be our relation to sterling
whon we becomo members of the Fuond.

The practice followsd by wany countries of mesintaining
close relationdhips betoeen thewr currencies aml sither Star-
ling or the Doflar was helpful in maintaining s degreo of
exchange stohility than would otherwise be postble, and n
promoting trade within such groups.

Commtrres whose currencies have been hnll to Sterling
of the Dellar can continee, if they wish their eustomary
relationship woed of the ssme time be members of the Pund.
For example il they ore within the Sterling Area they nay
by law define their curreicies in terma of stesling, they
oy lold their monotszy veserves in the form of sterling,
they neay wisee _tlu-.i.r; aurruncies redeemalde i mlerling,
The ssms spplies 1o countries tied to the dollar,

Thus tlhe mere fact that countries ticd to sterling o the
dollnr, become members of the Fund, will ot compel sueh
conntries to terminote or alter the provailing relstionship
between their currencies with storling or the dollar if they
wished to maintain the link. )

Whein the initin] gold partics of their currencies ane doter
maned, it iy expeeted that sn most instacces, tho Fund will
s paritice based on cxchuuge eatos preveiling ot the tiue
the Fund iz cetablisled. :

Unless sush rides are cearly inappropriste there iwill be
w0 vowson: (o disturd the existing vides betwevn such enseoncies
and sterling ot the dollir.  But under the proposed rigine
thero is ane importand difference. The only occasion when
% Wllllll'}'. as o member of the Fll!lﬂ. would wot rertun
the cmstomary relationship of its currancy to slecling or
the dollir will be whet the parity for sorling or the dollar alters
in the fitwrr -
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When such a1 change takes plage, L‘DI'EIH'IEH‘,# r.'?er'] Lo
sturliilg ar the dollar, will not Iul!ow st fe \'fl“ .n_ol',
']ﬁ_-t their paritics with the carrencies of other countries
cm;:ff::il;g:i-untriua ozt theneclves socond thp FI'"“’{*' af
their puarity, becanse no country’s -r:ﬂrlufn?gn rale mm. E?(\ jlltf-rd»‘.l
without its own consent. Secoml, evon if they ﬁ“"] it in tthu.-lr
interest to altar their exchange rate (‘ﬂ'l‘l’('a]ml'n'?lulg]}’: thoy
muest obtain the prior approval of fhr.;:_‘lr-_nm-l which will 130
approve the change unless it i« EIBOCAREY to eorrect o Frumela,
et al "“5"“1“““"1';"“” in the countey’s balane: .Hf PV ity

The groposed régime will this ’hv. & great inproyve
on the pny.ytu!, ﬁ}‘i!’ﬂl’ll. because :::l'u"inn OHF Precsnt o
ehip with sterling, any change in the value of gyoy
the fature, will neceserily nffw-r the valug of thy g
o,

Tnent
lating.
mg in
E¥ Ptan

Analytical Examioatiog and Conclusigy

38 This Lrings mw to the last hoading — nayp,, anafy
.u.xn-rriiull'iclu and eonclusion.  Bofore 1814 and atin
after 1993, nedrly anyone rated & monetary yy
or Bad in proportion toits t-ﬂ'r'-trfl'r'ifuo:ms. in choe king Ina,
rather than in preventing Doflation. Bevause of repen tod
Inflations in the past. there was 4 feg) AWikreness of ¢l
necessity of some prossare on public uull_mriri.-:,, to
governnental axpenditures in line with EOVErnmenty) POV

and o bankers and businessmen to keeg “Xpenditures fop I.-
imiparts in line with the volume of 200ids and servigeg which :
the country was able to “XPOrt. ]
The gold standard was valued 25 & good duyice for doing
this — that ik precenting wiffation. There wys bttle critioism :
Kowever of its failure to provide comparable progsetion agrinal
deflation. ‘

tie,
LR
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To-day the paychologicsl situntion in the world is entirely |.
different.  The disnstrons expervience of all pstions with
pnemployment  and shrinking  production in the thirties,
18 nssociated in everybody’s mimil with the accamulation of
exvessive veserves of golid and other forms of ewrrency.

The gold standand fulfilled the nmbitions of & world that
was primmarily interestesd in safegnianding agsinst inflation,
It does not appeal to 2 world flhiat is dominated by the rocol-
leetion of a long v of worldowide deprossion,

The new Deternationa] Foml would hiye the same ress
ponsibislity 0 velation to sorldoeide monetary pad  credit
stability, thut contenl Danks and stabilisation funds have liad in
redation to the banking and monetsry systeans of their
rospoctive countries, 1t resembles the gold standand in that -
it would subordinate domestic to internationsl considera- :
tions,  On the ather hand it wonld e more fleyibbe than the
pold standord, permitting  readier  aaliptation of polwy to
finctuntions in employment, abnormal capital investments,
panics, aned other extraopdinary devolopmenta,

It would olso permit the sdoption fot the world as swhele
of newer eriteria of stability, such as tle movements of price
tevels, bus withont abandoncit of the eriteriog of exchunge
stubilisy

The wonetary system of the worlil wnder the Bretton
Woods Agrecment will be hyhrid, intermedinte botweon the
gold standard and & series of notionally mansged free cur-
rencies. 1t woald be like the gold stondard i restricting the
diseretion of the managers af the national curreney system,
and also in emphasiging idernationn] exclange stability:
This is boeause no conntry wonld be feee to alter the exchinge

I
|
v I I

et i B e i, i L D e
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catia of its curtency against other curretcies wishout regard
to the interesta amd Mlons of the atler countries concerned,

Ie would be Tike the free curreney systoms of the late thirties,
in that cesdit operstions rather than gold shipments would he
relied on Lo protect the stability of 1he exchanges.

All corroneies woald be mapagod currencies, bat the res-
ponstbility of mansgrment would be tranaferred w part o
an Interpational Ageney.

The n&jufmmu. of & conntry's eredit postion to its mter.
paticpal position pemains in the first instdneo, the respon.
gibility of its ceptml bank, or Exchange Stabilisation Fund
ot Treasuey. But the mapogers of the new Internationn
Fund see also given o considerable degree of control over the
policiez of mamber countmes.

Under & [orm o gukl standand of the old type, elanges
i the credit wtuation in any ohe mportant country woald
be  frapsmatted antomatically to  other gold  standerd

Under! the gold standared of the late twonties and that

of the Jate thictics, the response of an internationsl earrency
| system to miumnees transmitted to it from withour, wese
: sabject to discretionay control.

Undnr;ﬂm'ﬁﬂ:ﬂuu Woudu&g.tccnmut there s l.‘]ﬁ'im:mt;inmury
managenwent of both the national and internotional levels,
but the metiopn| careency managerz are expectod to follow
the leaderahip of the intesnatiansl managers.

Thtis the new system propesed would be like the gold
standerd in s intersationalizm, but like the free paper
curreneies aad the mansged gold curnaeies in being subject
to plenned contral

-
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M. The ploee of godd would be somewhat anomalons,

The u.gu_'-m-m&l! re-establishes mremetions] curreasies an
a gold hasis — but at the same tine elimisates o moderatos
the disturbing rigidities which charactensed the gold standand.

Gold will retain its role as an instrdment fox et tling
internationn ] differencesin the halunee of paymentz betwean
countries, 1t will also retain is function of bemg o comvman
devomenator 0 all cwrrencies and will therefore prouote
exclhange stability in the new sense.  But it will adasdos its
pramcipal role of regiddnting the tofal amonnt of cireeicy wid
eredit aoailabde (n mwy ome coundry, m other words W will
nhandon its former ole of determining the level of internal
prices, Az u consequinee, fhere s no ofdigalion on the pant of
any caundry lo ralcem its local currency in guld.

Lord Keynas, at & Conforense attended by more than fifty
carrespondents of the waeld's pross gaid that the praposed
Tnternsdiona) Fund would nske gold a ™ monarch subiject to
constitutiounl limitations ™. This, he insisted, was not at all
ineansistont with bis long exprossed views that a rigid gold
standard "5 & decadent monetary system *.

The Fund, he contimmed, wonld wse gold as “the pommen
denaminator of vabase withowt exercixing tyrammieal powers
aver the world ™.

It would, be foalish, he sadd, bo propose d:.:pa.mm from the
gold tink. With the Uniited States holding the largest quantities
of the gold of the world, and with the Rritesl Comnsponowestid
aned Russio the bargest producers of gold = no one in his sonses
wonld want ta make the gold resources of the world useless
or throw the gold mines of the world out of cmployment.
The FPund e added is a modified form of the gold =tandard,
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- Under the groposed stundard, e contimsed, alf oy, ot e3ca

wonld have a link with sold. but this Mnk would b Pexible

: enatgh lo permit orderly changes in ezedangemies whes .
-t avert the breakdown of manetary systens, O petitive

curreney dopreccintion and stnilar neasicres of oM
warfare,

. Thero haa been nosel dismessian in conunitte, nwsahins ga
| in tho Confurerron on condititms wnder whick LT T oONNAEioa

1
- shall be entatied to buy aned her sount Ty 8 CURIOREY i) exaha nge ""q_
t for its own curreney.  Aloro the main issoe is that of P I-'
oureencigs, . After the war the whole world is expected 14 ant
Avierivan dollars with which to buy American prodices for
rehabilitation and recanstruetion of war Tam LOON N e
X |

- Soomer or later dollars wauy become scarce.  This bringa
: it to the mais eriticism of the Fend Plan both iy gl U8
arwd i Greas Britain - Poars liuve been exprossed in finaneig)
and soonamic quarters i the United States that, when dellars
will becom searoe the U.S. will find that the Pund hug
i : thrown ® gooed American dollars down s rathols ", and had
: acquites instead 3 lot of worthless paper money in varions

foreign currencios, with tlhe rosult that the Amorica N baxpa yer '

kas to foot the hill for an imyrastival experinient, v
N, Thus the prineipd] Geiticlsa ngainst tle plaia in U8, .I -

i% that the Puud is a eleverly disguived method of Puraisding

the United Btates, to do the same thing it did sfter the last '

war, but anly in ayother form.  Instead of making foreign -1

lowns again fas it did after the last war), it would foerd dollars
te the rest of the world through the Fund ustil the United
States would no longer afford to do 56 —and then the boon
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would collapae, and thers wonld be another slang, with the
United States holding the bag — & bagz this time not of gobd,
an ufter the lnst war, but of worthless foreign paper cutrbncies.
Inn other words the objection being that the sehome isimtended
fo make the United States * the mileh cow of the world 7.

In reply to thiscriticisan Lovd Keynes sail thatif there were
ne Fund, a crisis sweld eentainly risc after the wear bocause of
the inmability of the rest of the world ta pay fur exports from
Uiited States, The Funed he continsed would gi;-u “everylody
W breather "o I the trauble were temporary, #ll will be well
bt if i got worse, it will givo all the countries tinwe o vork
it @ soTaticn together © in oo raticmal. fricndly orderly way™,
_ During the breathing space, sid Lord Keynes the U8 °
mjight decule 1o restore the situation to bulanee, by ines cusing
her soyports Trom abtoad. and thus relioving the searcity of
thodlazs,

I3e. White the awthor of tlie White Plan supplied additional
reply fo the erticisn of the U8 banking sarlsd,

He sapd that the anslogy of Gresham Law — bad MLy
diiving out good money — does ot apply here,  Tf dollars
me T greas domand in the few first years after the wur, us
appears to e vory lkely, and il the Fund giodually payes out

Shollars gnd takes in other curzencion, that will nob necesesily

wean that the Fund i any wealker,

Insteadd, it will suean that the U8, with its dollars can buy
any outrency in thy world fiom the Fund, with which to pay
for imports on foreigy ran materials and goeads,  Of eonrse,
ke sand, this will reguive the sdoption by the TLS. of o conunpg -
ciul policy bised on the principle that the T8, must huy as
well 55 sell alwoidd, nnd wavst sor continug to puese & tarift
poliey designed to keep our foreign products,
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He then said: “Our part of the Pund camnot beoome
waorthless sunymoro han the 20 hillion dollazs of gold buried st
Port Koo is worthless ™. The were fuet that we have this
gold, which every constry recoguises us a world standord of
value, whether they like the fuct vz 1ot, is whit makes the
Ampsigan dollar the strangest currency in the warld,

Jurt as American gold, awd the yest of the world’s lsck of
gobid enable the US. to buy ony foreign exehange it waits,
he continned, the fewer dollars these sve i the Pund, the
meta foreign exehange we can buy with our paper dollors.
Ewen if all the dollors we liave previously contribited to the
Fuersel sra gone, he held, our pacticipation m the Fund will be
virtaally ws good as gald in its power to puichase othes cun oy
whon we seed it, beeause of sn unfavonable balsnce of
paymenta

Asked what would happen il the VLS. permanantly mnin-
tabned o fxvourable balanse of payments, expuating more
Ehar it impozted, and therefore has little or no need 1o oxe |
it2 dollars for forsign omarency, Dr. White donbled this wal

He thonght that after the firat fow years following the w ar,
during which the rest of the world will need lntpe smounts of
American products, after the firwt: faw years following the war
probably tlere might be s chinge in the situation.

Tf the 1T 8. wizcoends in it post-war avals of high production,

fikgh ameploymant, and Ligh national income, ho went o,
wo will need to buaport inereasing amsoynts of raw iEterials

wiwl same finished products
Mirsower Dr. White sald, within a fow years after the war
thore ahoulel be lnrge tovrist exponditsres by Asmericnns wbroad
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and a retiern of erpibal which Msd to 118, belore the waz, hack
again to countries which suceved in stabilising 1heir seonwomic
stretizres.  Eath would wean an increased American demamd
for foreign currencica. Tl sgeregate nwiey in the Fund.
— dollars, poimds, roubles. fiones, ele would always be
8K in 2old. value, 1 matier what changes were e in the
t-JI-;:"Ia!‘.ﬂﬂi\‘;.' amount of vagions carvencies helil. T any
conntey depreciates its crerey, it has 1o subsaibe more
paper mtey to wake up for the decline of value

Tn anather aocasion i, White declire] af the Confegenon
that the LR will place no eonstzol over capital flights from #.
wil | welcome the withadrawal of * several billons ™ of En oAl
ansets in the form nf geld exports, from US, the auicker the
Isetter after the war.

30, Now we tien 1o ofijections nguiest the Plan in Great
Bratwip.

T regard to abjections paised in Grest Britsin againer
the Bretton Woads m‘lu_e:llx‘. the Chaneelloe iof the !:‘.xcbuqm-l'
1 thinight to Rawe swept nwsy the witlespread eritivism ther
agamst the plan — namely that Britain could do better by
Planning bor foreign trade by bulk baying noed charing arran-
genents than by reaenbering what purports to b s fres :n:ld.ﬁ"
batoral world syston of traling.  Some respomsible jroople s
England believe that this schenie shonld not apply wntil the
U, clarifies Ter sconomic policy.

The Choneellor is tﬂ'dl'fy mlrfmaf i 'ng_d‘mg all this
as irvelevant on the ground that Britain ic alread ¥ pledged to
mutltilateralistm by the Anglo-Anericun “ muteal nid Agroe-
ment, and by the Anglo-Anwrioun frade Agresment of 1938,
and accordingly that hilstorafisn diseriminatory ArTtigeibente

it}
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amud barter are raled ont.  But in fact as Lond Keynes soid
“tho agreement does pot involve the secoptenve of multi- |
Interalism in trode hut only in monetary natiees"" The resgtion
of an moportant postion of the Britigh publie 1o the schenw
is this. It feels down thaz it is being eommitted to purli-r-i-
pation i subsoquent U.S slumps, which it could avoid Ly |
wone exelusive n rrangeInents. : |

. However there is complete unspimity i that eountey, thae o
. Britain will never ogain secept any system {mythically des.
erilieel as the Gold Stapdard) whieh subordinates internn]
eredlit poliey and subesquently  internal employment, to
rgidity of foreign exchanges or even ta the external balanee,

Thi Chonewllr lias asserted that Bretton Woods e -
no such system.  Elsewhere the Chancellor has suid  that
me’w Woods: mr-mly sewks to generalise the wonetary palicy
whicli the Sdorling Aven has i fuct been fallowing since 133,
' nanely o minirtain suflicivnt flexibility of the sxchinges 1o
avoid & deflationiry restriotion of cosdif, and i the othey
hand to preservn smhlhtr of the exchanges so Iir as g
cunsistent with the avoidance of deflation.  Facideatally
theis soems to he -ﬂl;'_e fired e forneal aunsuncement hug
: been meade of the monetzey policy that the Sterling Area

bos an fuot been following since 1083,

_ The Chnueelloo addod that tla plan reeogniss gold nx a
standond of valne as must be the exes in any plan concersed
with the regulation of rélations botwoen gold bised currencies,
stioh sk the dollar, s naniged ourrencies sueh as sterding.
bt that faet, ke sdded, does not in sny way justifty the
aseertion thit the acceptaner of the plan would fnvolve 5
return i Englond o the gold stondard — the gold standard

s
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being defined as a system which carries stability .of the
exchanges fuether than is consstent with the avoidance of
internal deflation. |

Tord Keynes challenged critics of the Fund &w producs
o better plon. He admsitted that the Brettan Woods plan was
subject to eriticism, and 2aid he conld do a better job of
criticising it himsalf. But all possible alternatives are 2o
much worse, he zaid, that the world conld not do anyiking

® alse but aeeept it il it wished to have & post-war era of

expanded foreign trade, production and smplovient el
avod thy monetary chaos, Tedaced tesde,  depression and
unemployysent thet followed the Lt war,

1€ the Fund ia rejociod, said Lard Kevoes, the Brifash neay
resort to lalsteral bartor agrecments in onder to protect their
world trado position and their intenenl sconomy.

40, To my mand the alternative s ot bedween the phan aned
the gobid standard but between the plan and noplan.  Nothing
conld be more dangerots than to permit the different countries
after this war 1 fry toregoin thear stability ond their econommic
prosperily scparalely just a3 they have brind in times of the pust

& 10 insere their Secuerity separately.  They would fiil to-morrowe
s they Rave failad yosterday. .

Were 1 would like to worn you sgainst one thing. The
Brotton Woeds Frnd 5 not i universal panaces for the
seonomie ills of 1he world, Tt would be dangerous to attach
undus ingportance o mandary orgenisation of snd hy itself
in = misguided Taith thet with a new foom of wonctary
arganisation, the other problems wonld solve themselves

An International Fund no marter bow expertly coutrived
catinot for vory long Offeet, policics of econaniic naticonlim
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in the form of frade baeriers, interpational Cartels and

e like,

It waiild be themvfore BECEsKIIY, if the Fumi 1= to suocesd,
to attack such problems as Intermatwonsl Tovestment, ol
Commercial palioy.

The problems of interndtional fresestment iz been solved iy
Bretton Woexls in conjunction with the prableny of monelary
orgemisation. It hae been salyved through the proposed P
Internstional Bank. But the nagions have still we agree iy
respect of commieroial pofiey. Thers is urgent need for national
commiereial policies designed to reduce excessive tariffs,

Bretton Woods did not negloct thiz impartant pssie

Artiels VIT of the Aot says that agreament botwesn metnber
conntries must be ruaelied as soon o5 possible on the fou
ﬁ}liu'mng "pt_limt. ' {1) reduse ohetacies ta intornational trade;
2) bring about caderly macketing of staple commodities
At prices fait 1o the producer and consumer alike; (3) dea)
with the specinl problems of international concern which will
afise from tho cossation of pzmh}:tiun for War; (4) facilitate .
by cooperative uffort the harmonmation of vational policies
) designed to promote m-;il maintain high levels of erployige
and progressively siving standards of living,

-

In faot the Brettan Wooda program. embodies the sapy,
' . dende with which the United Kingdont will be facod g
San Francien,

The dsme is: Shall nations go forward to constrict & systen,
of oullestive sevurity in & world organised for Peace, or shall
sagh nabion use ite powors and ressirees ot the expensy of

. other nations in the strugale for survival §

\
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Wo eannot achieve Collective Security, in political and
military Belds adone, withon! internatsonal collaboration in
econamae and finaneial fields.

As M Archesen U 8. wnder Runmta:y of State said
the Reetton Woods proposals complement 1he Dumbarton A
Oaks plan. To constioct Peaee there must be one Peuce. %
Eoonomic Peave as well as Politics] and Military Peace  The
Bretton Woods proposals should 1herefore be judged in tlnm
pl.\m: i the stancture of an enduring Peace

* Now my conchuling word.  Tn the past 21 months the
Unrted Nations have drafied '1]15’4:’18-)'1-1 best utilising the Food
supplies of the wotld, for meeting emergency problems of Relief
and Relubilisation (through UNNRA). and ot Bretton Weods
bave drafted plans t0 e that finaneind ond mopetary anarely
it roplaced by ecomomio seetrity and thereby pemring a legi-
timate and practical place in the sum for the men and women
of the world whose labeans buld Pence

As Mr. Morgenihon has sskd “this monetary ageerment
is but one step, of coutae, in the broad program <! international
action pecessary for the vhaping of a free futwre. Put i
18 an indisprsadle atep and o vital teat of ous intentions ™

Finally I would ke to 20 ¢ (hat fn1be light of those secom

aplishenents we ovght to fuce with confidence the vast problem

of Waeld Socurity. Bretton Woods, ﬂmjlmtqgl Daks aisd
the Yalia Agreer ents are epoch making. The San Prancisco
Canference will be the kst erowning stene in the superls
Edifice that has been orocted by the United Nations and
designed to destroy the major causes of War. Lot us hope
that this comicg Confurerce will also be maceesstyl.

Manvoun Sawen et Favaer,
16-3-1048

s
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DOCUMENTS ET STATISTIQUES

%

ASSEMBLEE GENERALE ORDINAIRE
DU 17 MAL 1944
DE LA

* SOCIETE FOUAD 1+ D'ECONOMIE POLITIQUE
DE STATISTIOUE ET DE LEHISLA,TIOHZ

RAPPORT DU SECRETAIRE GENERAL

Mupsdrnmns,

Llappel adressd dans natee demmier rapport 3 nos Membres oy vge
"wenin phas largs gollabaration de lear part &'s pas regu I sépene Qi
nous aspbeions,

Eo offat, s nombre des confirencos temues o celus don Nivmaisops
de nodre revue pendant Fansdo 1943 n'ost pes dépasst ceux de ["urnde
préaidente.

Il fiout peet-dere attribuer co diclin do notre notivitd sclentifique A
un snsemhble do fscteurs s rattschant & ks siveation créde par le confil
meandial eb notatsmond i ]'ﬂmm{ oy &t sireroit de travail ot
ddn poweis do nod plad aotids eolloboratenns baliitsels parmi bsqeels nons
onmpiions plosiairs magstoats, professeers universitaires, bauts fope-
tsanmaires de I'Eiab ot des dirigants ded grandes entreprisss fizaseii s
ot anbre.

11 o5t comstant quo I'Hat de guerre estesbos wn ralontissomet de Le
prodiction istellectunile. Souhaitens done be metour piockoin. aux
conditions perusales qui mettea un terme ww trouble dig espirits f A
Vinoertitude qoi carsrtérisent 'dpoque agitée ob nous vivons,

Dans lo coursnt do annde, votre Conseil d'Administrntion a bl
une sfrio de Comitde pomr 'fbude des prollbmes oo Iaprie-guorre.
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Fauta de moyoms nous permettant do orber un servios do rechorehes
et de docamentation propre & faciliter lear thohe, cos Comités mn
prareont dvidosinent qoo fopmober des recotsmasdutions géndimles,

Copensdant, ves recosmnandations manant de personralités dovies de
wmstos tonnaissaeos mr b aspimations ol bes posibilitde do nofre pays
ne masporent pas de présenter un btdrdd toud partie i,

Nous tenont & axprimer sux Einenta prbssdonts do cod Comitis,
A by irs monleos ot sz Bwrétairen notre vive apprécistion pour loar
collahomation aussé peseisuse que désintéresie.

Lo gronpe '8 sdes Exonnmiaes ords sous nes auspieos par de jouncs
neomrmastes momlivtes de motro Bovidté a poursuivi son intérmaanie
aativitk doot bex boolears do Botre reviss trouvezont lo témoignspo dans
uis prochaiss fssleales, Nous consptoss v publier en eflet, Guolgues
unos doa ot nélighss par los mombees du Groupe poor servie de
Dese aux dibats (i out lion fous Jen quinze jones au Sidge de motre
Socsind,

L]
L
x

Thania Io cowmat de Panibe doonlis, witse Sootion ]!u‘fdm]uf o eompld-
tomeat ol ud slors gio notee Soction doonomiges n tony #bx réuninns.

Ab ool Fouml Bffead o teaité do In structure de Uindesteio dane
"mpeks 2 werre,  Cutts Bummsm&mﬁgu. on aiighis, wa pe fait Vobjet
dliise pohlistion ea raison de son carscides achbmatique, Elle a
eopndant rdvild ume asses bomne prigerstion dconomigus cz le
joans s e qul promst bisn posr Vavenir.

Mossiogr Nagiib Yousof, Professour i 1s Faoclté do Commergy,

o ilass dne conférence en arabe donnde sois les guspiocs do eotta dop.
nibre, fath umn analye: mingtions du bldg\‘.! de I'Ett ot do ses !é_[xr.
waadions ser b vio donomigss ot sociale du pays.

Mamisar 1y Poofesseir Jossph Doleotshesper, ancion Ministes des
Afiirer Sasiales d'Atrichs et Roteur de PUniversité do Graz, o
perli o Vagairionss caropsaios en matiice ("asvarandon socis b ;
Mo aio i 1a Prolosssir Maarice Bpd a teaitd de la rdpartitinn internatio-
nnle desaipitacix, ot enfin Monsiour B, Nassif a développs b question
des aatitds & wmiqaes 6t du commeres international.

o5 ravion Jroas par by saite sur oot beods intheessinies commsmion-
thans 1 61 omt para dans notee Rovee,
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o

La mintiiee i XXXTVE valume de medre Jovoe, e comese tosjoum
triw veride of oo appert syee b plecs distinguée quidle s congeise
partnl b pollicstions aealogues, _

Winslosr B, Lamshijotks &, sous ls forme e enusenie, tonite aveo v
parluite mnitrier ot beaucosp de clartd, le proldiee de Finflatios
psétaire d'une mansiee gindesle sial que par oapport & b sitiation
(i prévact st wlloment on Bgypre

I & oot cituchs & démontrer qulil n'y o pas en Bgypto voe militen

- ang lo weea chusique du termo ot do cmeiise pevicioux of sue I
Jeqmee 1 3 collt de ba vie ehos meas et un pléuomdngi®enlie et @'oripine
axtraihtaire. I BoEle que I N'il'l.'lt des ﬂm giroulanits dis-
pomibles "B iasernit par e colit de Lo vie,

L 1 pestion de la momrtie el ok peix & églement fait 'objet d'une
&ndo du gramls mlaur foonomios-atlimntigue de s pert e Monsiear

N J. Croig i voewen & donss le prismbale, Mossierr Qralp. taut e
admettast be bt deged de cosrllation eatre la monraio ¢t b nivian
des prin on Bgrple comme silleurs, dit que bes prix haeseent ou bubsoent
pagr dlos mntsls hoamains e gon pdosstinuement sivant b bausse
am I absse qmntitative dé b mondake.  Mr, Keymes a temn coupbe,
dume ma thiorse qesntitative moderpisie de ln monnnie. de lactenss

 autres oo le volsme dle b mosmaie,

A soir boar, Monsieur Craig 'spplique 3 s rochorehs o un nowvesiy
s e carzdlition et sen Etude souliver, novs oo sommes pdirs, wn vl
intérot dats lo mmtile des dovuomistes. :

Mopsieny Jesn Godland & hien voalu nous envoyer de w e

M Gemide statistiee teds sugpestive ot hien doeumentfe sur In situation
heonsmifEe ¢ Byrio et as Liban, dtuile que noms svoms £té tids hemresn
s publivr, Notre oo lant ellaharatenr eocasonne] s brosst un talleas
frappant de |s situatson partioulibrement dieile ob laSyrie ¢t be Liban
a6 teouvigent apeds Iarmistice franco-allesaand. 11 expose los Mesures
prises par §'Administration pour comhatten Is hausso verticale du eolit
de la vis, mesures qai ressemblest fort & celles prises chex nous, qui
nont pas o plas do micobs pour des raisoms i pei pais identigues ol
qui s'accompaguent des mémes phénombnes perturlisten : infation,
marchi illigal, spéonlation, oto. Agssi U'étude de Momsicur (odard
mérite-t-elle it rappmohle des deux dtudes précidentes.
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 Lveoncmin rurale a Tait V'oblet e quatee Studes.
: ‘Monsicwer Max Beybaad qui, mvee quelques amis et au poix do geatuds
seerifices, o'dtait effored il y o quelques anades d'imtrodains e Bgypte
Is pultare dw aissl, Fait Mhistariqes do eotte expisionce. exposs los
oauses extérieares dy won kesuects et o avantages gue FEgypte
prourrait tirer de cette culture au poist de vos agrieole et industriel,
Momsiens Lambert nous & dfst unn 2ourte mais s mtéressante
nnits s bes divars modes de sémiisdration de travall sgricals en vigueor
et Egyple ot conclut par |'sfffemarion que “ malges Jes aggasonees, b .
salkrif grioade. & wii, ibe faie do la gorre, ses possibibés dn vie '|
Monsesr Junginiseh avee 'wutoriid quo ni coafere s vasts codtyge 2%
Ak ses fonctions aaprds du Coldis Fonoiesr Egvption, expose I situntjug
critipee du fellah et formule des wnjgpestions ui indritest foy0 L
Pastention des pouyeirs publss — tendant & améliores o met dn In
population rurals of MutiEsation da s terve dunt bo tigisse aeine] affoctn 1
Rlamuseming [ festilitd. e
Bafin, Mshmand of Faleki Bay trace lo programme d'ume politique
Perm=aannte du B,
Anx problimes rursux dont nous venons de parber, s ruttachens _
| sl'ans mAniAne directe oa iadirects cenx relatifs b In Ligislation sociale. T‘ "
Hur cetto matilre, poes avons Fogu, pharicnrs costribiotions. '
~ Monsteur be Profemour Dobressberger, ancien Ministre dea Affaires B
Sociales d'Autriche, & traité dos expdricnces en matidte | sssurances
wociales en Foarope,  Son étude, rickement dooumentie, constitin une
vontiibutise 4 larganisation de la prévwyance que notre Gouvaenoment
west fxd,
, Le Dr. I, LAvi n expost Js diveloppeosent du dioit sozial dzyvptien
© olans Je pased ot dany Paveuir et Monsieur Bedilos los moyens de reki- .
wemient soclsl ot osmornigee do VBgypie
Noadeur I'Tngfalesr Nissel qoi st uy lp!malmr do réputation
8 enropfenng o, matilee de podsetion of e diniribatlon d'énnegio
% a divaloppd 1o protiléme da |8 centrnlisation ot de b décan-
| tralimtion digs csite indesteio. Son fuds est dume grands uiilits
win wuo du peajot Déletrification ek chiutes d'Amousn qui fait 'objes
mh dn nombreuses atinder, de 1'étude des Bervices techaigues de |
an_m,'mJMdmmn&udnnr le pogritlation e |
’ I W“ i upe Iﬂb‘ﬂ m-nm.iun dn wog mﬂﬂt;ﬂm dﬁmw’hu‘auu
[ ot voncdut & la néeemsitii do connlomnnr tous Jes efforts on vue d'sceroliEn
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le revews do paye on rappart aves ks papulation o d' sdlioner Js slanderd

ela vie cdes musses i

Le Dr. Theahien Rackad, Chal ds Dpartaniont des Coopieatives, &
#u 'obligeance do donnar la préfivenss A sotes Mevuo pour ks publics.
sian du Rappors i Comitd dexamen des guastions cooplmtives. Co
dodisment jetto uns vive humidre sur les progras réalisfs & ce joor o1
les diffioultés que mencontre of mouveriest i plin do promesses.

Monseur Albert Dorra, rapportenr du Comité colf pat aotes Bocsizd
pour 'étudn des problisnes se rapporsant § Tindastde, & tencs &a
tabloan waisiusant de l'industeie dgyptienne et ses possibdlités do diwe.
Jopporaent.  Cotte dewdo tris suggestive & seevi de guble ave travaus
S et Comitd winsg qua de celith ordd pour §e molets ohjed pas Hotre
mm des Firamcea,

Ra rapport avee la mision eonfigs wix Cunités pour {'élade s
peobliaiss actiels et de laprés guerce, le Dr. I, Lévi 4 & abords pestaise
d’m PL"'"*" do ves giniral o8 mis en Dumidre goelgues tne do le

| '|]|l.- bt reRsRilEs.
 Monsicor le Professenr Bod, $nspirant .ﬁuyﬁ«um dotsinante®
‘quiat & Vorganisation faturn do la vie éanomiges il tmomde, 3 manttd
Qs tendancos vors une polisiqun internationale des invosticesents fqut
bp(,qr objut drorganiser [y snlidaritd Scounmiagno b ﬁﬂ!ﬂﬁuﬂl mondine
pisde par la Charte do  V'Aslastique. 1. vede magisteale ds
mnmnf Byé o togu um ehalwareax accoml dans les milioex  afininls

C ok privs.

T4 Dr, E. Nozal noos 4 lemng ene étnie sabstantsello a'ﬁhhi Ehbor-
g la politique des Gchanges intarsationsnx dond T'organisstion
Paprés-geerre doit ftre envisagio do fopom & ssbarer usa plo®
1e stabilitd & 'Gevmomse mondiale,

BIJ matidee de collaboration internationals, sows Kvons Gt haaonia

a s sontrilution de Mansieus P. Kaneliopouks, anrien Vice-Prisidon
d,, ﬂmwtllhﬂ Ministres do Grive et Professms & PUgiversitd diAthines,

daia wne desde T'une lnute tonse, a @ expwd les camses of Jey buta
q. “m EUerre.

1 6minsut homma politique souligne o carardére particalme ot cony
soun e In présonte guerre o de In prodobdents, Towtes deux o prises-
M vombinéea ave: s grands mouvessents socisnx et idbologiqos

of mondinux i Is fois.  Cela comportait de Ia part des dtann-

la wheessitd de dévelapper uns toute sutre politique qua enll.

qp‘olﬁﬂ omt subvies. Do lonr eité fo sompvanisme £ Is pational ssia
:Pm phan ngiseants aves des ambitions wniversalistes ne tenalent pas
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campte do la compoaition spiritselle of seclale das mations dveliwdos
D'o& s choo entre ces dsux copzeptions ot la guirre,
11 5o suffit pas de battee Uimpénistisme albnssnd on japossis. 1]
fagt batten Vensemi nsonyme.  Les différentes fortnes do déadqn Hibes
que 'on comstate dans la socibté moderme.  Et cels par lorgandisation
imtornationals dans Is domaine doonomique, social ot politiqee, organ-
sation 3 laguells toules les nations grandes of petites doivint collabarer
dags us eapsit démocratiqus, Ta conférencier o tracd une esquisse
trta comprébensive de celte crganiation & plusicnss degris dana
laguelie les grandss paissanoss joustont un rile essegiiol,

Dapris bui it Fadrait dablir ot proclomer fes Tondnmenss de cotie

— - SS—

isation afin de rendre ls Jutde dis combattants plus flognds, 8

Bafin, parmi les Studes doomotmiques, il y a leu do signaler celly
de Monsiear P. Demnangot sar intervention do I'Fras dung établis.
sument du bilan des porsétés anosymes. I o'agit d'nne dealy docaipes-
tpire ¢f financidre do grande sctualitd pour I"Egypie, L'syteus wignaly
lesi masuros peises of los opimions exprisdéos i Tétennger & co stijot,

Il gt on prinips favorable & mne Mgislation dans copte Dt be,
mals du point de vue Eppiida, estine il faodrait se contentar
d'idistor cortains pridvipos - régisant 'Hablistment dy Liday e

Dians I pariio jusidiqua et liginlative, nuns avoss ou cing comtriliutingy

Monsionr M. Mouskhéli, professsus de droit public, a prgies e I'état
die silgo en Baypte ob du rhgime des proclamations militaires, (est
wne Gtude remanguable de docamentation ot de doctrine & In fuse qui
et en évidenos ln fait quecertaines do ces pooclamations e ripondent
pas ax deux oonditions que, d'apris hai, bee mosures ligislatives dojvent
watisfaire ; ) ssvoic dbre isspirées par des raisons de picurité o1 G'ordes

pablic of e pas empifter sur fs domaine s cortalnes dipositions 2™

droit peink

Maltre Todongui, qui eat wa de nos ollaborateiars 1oa Plus fidides,
sous & donmé une intlressants éade de droit compart franco-dgyptien

Maitro Hanns Babs nows & foursi dasas une excellents dsude un
wporgu de b réforme Mgislative o judicisire ea Abywsisio qui, d'aprés
Toistear, n'inspd o consdirablomendt de ls legislation égyptiznns. Cette
constatation I'amdne b sonbsiter une coopération svee I'Beype dans
= doanine. |
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Monziousr Boutksor o'vab stlaché & montoer Pinfluence do ks puorse
sur be dioit phnal.  La gusree exerce une influence nuksible sur ka vie
aociale des pouples. Elle accroft la eniminalits. Ello autorise, toldee
et favorlse dos actes difepdus suparavast. Cela modilie atetiteds
dea vitoyens envers les phésvandses qualifits d'actes criminels.

D'oprés Pastbur s situstion lamentsble dans laguelle certaines
nations somt plongées ost le résullat ' uno protoction insuflisante des
drofts individoels imputables aug tesdances par Lrop fibérales. Et
los ponsbguences graves do cestendapeas sidnont wnne riforsie du deedt
pénal de fagon b assurer plos eficacetiont 'ondre nvuvesu. La ligne
qui dass la Kgalation liblraleséparait dit-il les orimes politiques ot les
crimies do dredb commun sera fortement stténude of il s produira wn
rapprovhersent aux principes du droit pénal auteritaire, par mite de
in nécessité d'une intervention de plus en ples dendue do I'Etat dans
Ia vio deomamtigue et wociale des peuples.

Fameel Faluny Bey a donnd une dtide complite sur Ia loi uniforme
ent matitre de bettres de changn ot de billets b ondre.

E=nfin Mogaieur Shafik s o expost d'une manidre sssex serrée
Véquation diffirentielle de la résorve mnthimatioque dans la théorie
dieg pETpTanoM SuT Ta wir.

A eos dndos, Il ¥ a lios dajuoter des compies mmlmi de Messicurs
J, Anhoury ; B. Gorden o Die. 1. Lévi des publications do Messiouss

Topold Jullioe, M. Mowskhcli et A, Popnd.

Je ne ssursis Lormimer cot exposd de notre activité kania sdyesser
an Directeur do PImprimeric Nationale ot & ves  collaborateaurs nes
ples vifs remeciements et filicitations peur la diligenes ot lo soin
techpique aves leeqeels ils oot assuré Pimpeession de notye revie,
ponelstant Jes difficwdtés de plus en ples grasdes qu'ils doivent supsontes
par les tompa préeents.

Modre oFoekifl & passé peeslant Uannée dooulbe de 521 & 551 mombres
ot le fomids de woken bibliothdque s'est enricki de 200 nouveanx ouviages,
oo, qui fait qu'su 31 dévembire 1943 nows possidions 4,053 onvrages,

Basmey Moymsy Bey
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Mpssrrues,
J'ai Uhomneur dn vous rendre compie des opirations e 35me -
uzercion ecial de motre Boaciésd, clos be 31 dfeeinbre 1943,

RECETTES
Laos pacettos se somt dlovies & LB, LATH 250 se défcomponant commesuit -

RAPPORT DU TRESORIER

L. M,
(o) Bubvendion do Gouvernement .. .. . ., ., &80 —
?ﬁj Cotisations Memshees Dosateurs ... .. ... .. ... @30 —
¢} Conisations M lires 'I'-h-bm-i : T
{d) Abomnements & Is Revee .. .. . .. .. .. 94,600
(e} Vente Revue ... .. S L ant 13,540
{ Vente viedlles brochsnes f"nngrl-l o R~ &, 500
(o) Intéeits de Banque ... .. e T s 4,815
Totsl dex Ricsttos ... .., 1,475,250
Conire LE LATTOS5 en 1042
DEPENSES
Lo 'Wm v wiae dlivies & LB, LB T4 e Boonipasant. camisg
izl

‘\J!':q u-
m quhm supnmds ot mesns feais VL6546

dentretien . . oy 25405
i;y o080 Luer v e e as 3 078
)
i

Té of Asurastd . oo 47,183

T et tianhges Emlm e =0, 629

Lm.w terrain .. = i 1,065

isA 11 R s v FL0G2 010

tx Grlhbmlﬂqun Rwsln e > (%, T4

{1 Bihlinthdqiae ... w4 5%, 417
Tota) des Dépeases 1.534,714

 Contre LE, 1302415 on §942, s0it on asgmentation do
L.E. 172,299 du fait des indemmnitde de vie bt accordies
an personinie] of d'aokads pour b Bibliothibquo phesimportants
geo do ovgtame,

Iy o dowo wn Ddfieit do ... .. 55, 450

- LTEE——

e
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(e jo vous proposs de couveir par peélivement sur potre "' Réserve
pour Achals Livees™ qui skes alnet ramends de LE. 620,998 i
. LE, 870,539,

Le Budgat qui vous esl soumis pour 'annde 1944 privolt, par suite
do cartalng sravane ds rifection de I'insallation de deainage — et
d'achats e Tiveos pour 1o Bibliothdque, ui difiet de LE, 80—, que
RS nous offgreerons de dimisner en praveguant do wonvelles adhidsions
e Mesnbres Donataiwrs,

Jo viiza domngds de wosloir bien sppromver les comptes que o viens
de vens sovmnttte,

- ‘uf T’m-
T.. Vax Dasoun
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RAPPORT DES CENSEURS

WMEssawrues,

Conformézoent au wandas q'ai. nous a 61é comfié par votre Assomblés
Générale, sous avoss virifié |n Bilas qui vous est présenté, ainsi quo b
conite PRo¥ITS et Pekres pout I'Bxercice srrété an 31 décombre 1048,

Ce Dilan mfiite, selon nous, Ia situation réelle de totes Socsid o
wous avens Phomneur e vous engager & approuver bes comptes Lol

.,lu‘ih YOUR o5t soummis.

-
Tew Consowrs,
Isocasnan A, Doas,
Snend Aty Havpan.
Le Caire, L 35 février 1044,
&

Frep. Wationsde 111-TH4-51 o,
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