
A p r i l 29, 1950 E C O N O M I C W E E K L Y 

From the Washington End 

Growing Unemployment 
and Extended Benefits 

T H E Congress has been asked by 
President T r u m a n to overhaul 

the unemployment insurance system, 
extending its coverage to six mi l l ion 
more workers, and raising the 
amount as well as the duration of 
benefits. Despite the high level of 
economic activity, unemployment 
has been slowly rising in the U.S.; 
it is estimated that about 5 millions 
are unemployed at present and the 
number of unemployed may easily 
go up to 6 mi l l ion by the end of 
1950, if not earlier. The unpleasant 
fact can no longer be ignored that 
employment has not been expand
ing as fast as the supply of labour. 
The number of unemployed today 
is fully 50 per cent higher than what 
it was a year ago. 

A Lower Debt Ceiling 
Unemployment insurance has 

proved a great source of support to 
the workers without jobs; in addi
t ion, it has helped to keep up the 
purchasing power of the community. 
In 1949, 7 mil l ion persons drew un
employment benefits aggregating 
$1700 mil l ion this was the largest 
disbursement under the head in any 
one year since the introduction of 
unemployment insurance. President 
T r u m a n wants to extend the benefit 
to about 3.5 mi l l ion employees of 
small companies, 1.7 mi l l ion Federal 
Government employees and to half 
a mil l ion others who are paid on a 
commission basis. 

The President also wants to raise 
the amount of benefits, which vary, 
at present, from $15 to $27 per 
week for single persons. Some States 
provide allowances for dependents. 
M r . Truman's proposals are that the 
benefit for single persons should ap
proximate 50 per cent of their nor
mal earnings up to a maximum of 
at least $30 a week; and that, addi
tional benefits should be provided 
for dependents. The proportion of 
previous earnings replaced would 
vary, w i th the number of depend
ents, upto a maximum of 70 per 
cent of the wages, or $42 per week, 
whichever is lower, for an individual 
w i t h three or more dependents. 

Moreover, unemployment bene
fits should be available for at least 
26 weeks in a year. 

In order to meet part of the addi
tional cost, the upper l imi t to the 
wages taxed for such relief should 
be raised, it has been proposed, from 
$3000 to $4800. But the rate of tax 
w i l l remain unchanged at 2.7 per 
cent, the original rate fixed when 
unemployment insurance was first 
introduced. 

As unemployment insurance is 
administered by the. States, M r . T r u 
man has proposed that the Federal 
Government should make financial 
grants to such of the States as are 
in temporary financial difficulties. 
The President wants that the Con
gress should take up this question 
in this very session, so that the State 
legislatures too may take necessary 
action without avoidable delay. 

Seven Republican members of the 
House of Representatives Ways and 
Means Committee have proposed a 
novel device for reducing the Gov
ernment deficit. They have pro
posed that the legal l imi t for total 
public debt should be brought down 
from $275 b i l l ion , as at present, i\o 
$257 bil l ion. As the debt stood at 
$255.6 bi l l ion at the end of March 
31 , the proposal would mean that 
the actual deficit of the Federal 
Government w i l l have to be very 
much less than the $5 bil l ion, anti
cipated in the President's budget 
message. This is merely an attempt 
on the part of the legislators to pass 
the bucket for economy in expendi
ture to the Government itself. For 
the proposal does not. give any in
dication either of the direction or of 
the extent of the economies to be 
effected. If the Congress appro
priates sums for expenditure, it can
not hold up its own appropriations 
by l imi t ing the size of the public 
debt. Either the Congress has to 
cut down appropriations or vote 
more revenue. This move of the 
Republican members cannot, there
fore, come to anything beyond draw
ing attention to the need for eco
nomy in Government expenditure. 

The Congress, however, does seem 

to be bent on reducing some of the 
a p p r o p r i a t e s . Out of a budget 
estimate of. $28.6 billion for instance, 
it has cut $1.3 billion. This does 
not include expenditure on foreign 
aid. 

Canada's Trade and Balance of 
Payments 

Canada continued to maintain, 
dur ing 1949, the improvement of 
the previous year in her international 
accounts, though only partially. Her 
holdings of gold and U.S. dollars 
increased from $998 mi l l ion at the 
end of 1948 to $1117 mi l l ion at the 
end of 1949, compared w i t h $502 
mil l ion at the end of 1947. The 
improvement effected in 1949 led 
the Canadian Government to relax 
import controls further, w i th the re
sult that imports were at a slightly 
higher level than in 1948 while ex
ports were slightly lower. Canada's 
favourable balance of trade in con
sequence declined from $473 mi l l ion 
in 1948 to $261 mil l ion in 1949. 

The traditional pattern of Cana
da's trade has been that she used 
to run a deficit wi th the U.S. and 
had a surplus w i th non-dollar areas, 
especially wi th the U . K . When cur
rencies were convertible, Canadian 
surplus wi th the U . K . , etc. could 
be converted into U.S. dollars. This 
was possible because the sterling 
area had a surplus in dollars. The 
same convertibility enabled Canada 
to meet her deficit w i th some con
tinental countries, which exchanged 
their surpluses for sterling. Few 
countries illustrate better than Ca
nada the decisive significance of 
sterling convertibility in the pre-war 
pattern of multi-lateral trade. 

The obstacles to convertibility of 
sterling in the post-war years have 
imposed a considerable strain on the 
Canadian balance of payments as 
weIl a strain worsened by a persist
ent tendency for Canadian imports 
from the U.S. to rise. Moreover,, 
Canada granted credits aggregating 
2 bil l ion Canadian dollars to U . K . 
in the years 1946 and 1947. When 
Canada relaxed her import restric
tions, the U.S. dollar deficit shot up 
from $146 mil l ion in 1938 to $918 
mi l l ion in 1947. To prevent the 
loss of reserves, import and ex
change restrictions had to be impos
ed in November 1947. Dur ing the 
last two years Canada has been 
able to meet part of her deficit w i t h 
the U.S. by means of E.C.A. dollars 
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earned f rom ' off-shore purchases' 
of the ERP countries. W i t h the 
likelihood of diminished ' off-shore 
purchases,' the dollar problem is 
bound to worsen even for Canada. 

As the convertibility of sterling is 
stil l remote, Canada is thinking of 
balancing her trade wi th the U . K . 
by increased imports, which w i l l he 
necessarily at the expense of her 
imports from the U.S. 

Housing and Congress 
Federal assistance for house bui ld

ing has been one of the very import
ant planks of President Truman's 
Fair Deal programme. But the 
Housing Bi l l , as it emerged from 
Congress, has proved a great dis
appointment for the administration, 
for the Congress deleted the $2 b i l 
lion programme for house building 
through co-operatives and other 
non-profit organisations which was 
the key-stone of the Administration's 
progress. The present measure 
w i l l assist low-cost houses in suburbs 
and outlying areas through an 

authorisation of $250 mi l l ion to 
guarantee mortgages up to 90 per 
cent of value, w i th a maximum of 
$5000. Mortgages would' be gua
ranteed at 90 per cent of value up 
to $5000 and at 60 per cent on the 
next $3000 where big rental projects 
are concerned. The authorisation 
for this programme is $2250 mi l l ion . 
Insured loans for repairs and mo
dernisation would be extended for 
five years. There are special author
isations for the benefit of veterans 
and institutions of higher learning. 

Taking Science to The Farmer 
Dr. V. Nath, 

Department of Geography, University of Colombo. 
The Indian farmer is not unresponsive to new ideas, He has adopted, very rapidly, improved 

varieties of cane, wheat and cotton but in relatively few instances have the fruits of science been taken to 
him. 

This article tells the reader something about the American Extension. Service which has been 
so eminently successful in reaching the farmers and persuading them to adopt scientific methods. The 
main obstacle to progress in our case has been the inefficiency of our extension service. 

TN a few countries of the world 
have improved methods of agricul

tural production spread so rapidly 
among the farmers, as they have 
done in the Uni ted States. W i t h i n 
l i t t le more than quarter of a cen
tury, the tractor has replaced the 
team of horses on most American 
farms. Power driven machinery of 
a l l kinds has been taking the place 
of older implements at such a tre
mendous speed that the process may 
well be described as an " agricul
tural revolution." New (Tops which 
give higher yields or are better 
adapted to the local conditions of 
climate and soil have spread w i th 
amazing rapidity. The phenome
nal increase in the production of 
soya beans in the Middle West and 
of grasses like Lespedeza in the 
South arc but two examples. I m 
proved strains of established crops 
have become popular even more 
rapidly. Hybr id corn has become 
universal w i th in less than twenty 
years. The use of lime and fer t i l i 
zers has increased several times, 
since the turn of the century. As 
a result, yields of most crops are con
tinually on the increase. 

Similar improvements are taking 

place in the field of livestock hus
bandry. More and more farmers-
arc feeding their animals and ad
justing their breeding programmes 
according to the directions of ex
perts. Animals of inferior breeds 
are being steadily weeded out. The 
productive capacity of all kinds of 
livestock—dairy cows, beef cattle, 
swine, chickens and sheep is gra
dually increasing. Even soil con
servation, which is very distasteful 
to the farmer as it involves w i t h 
drawal of fields from crops and ex
penditure on improvements like ter
racing for which there is no imme
diate return, is now spreading 
widely and making steady headway. 

This willingness of the American 
famer to change his methods of 
production is the result of a number 
of factors, some of which are pecu
liar to the United States. In many 
parts of the U,S., agriculture is not 
more than two or three generations 
old. The farmers do not, there
fore, understand the environmental 
conditions completely. They are 
continually discovering varieties of 
crops or breeds of livestock which 
thrive better in their area, or give 

better returns. Consequently, they 
are wi l l ing to listen to the advice of 
the scientist. Another very important 
factor is the financial ability to carry 
out the suggested improvements. 
The average- American farmer can 
afford to buy a tractor or a set of 
mi lk ing machines, or to take a 
chance on a few acres of some new 
crop. But credit must also go to 
the Agricultural Departments of the 
Federal and State governments for 
sponsoring research that has led to 
a continuous improvement in pro
duction techniques, and for perfect
ing the organization which makes 
the results of research widely ac
ceptable among the fanners. 

The activities of the Agricultural 
Department of a typical American 
state may be divided into three ma
jor heads: 

Formal instruction—Agricultural 
College; 

Research—Agricultural Experi-
ment Station; 

Propaganda among farmers — 
Agricultural Extension Ser
vice. 
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