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From the London End 

The Thermometry of Wages 

s O the Wage Freeze—or " policy 
of restraint in regard to per

sonal incomes''—is no more! The 
carefully-prepared document of the 
General Council, which was offered 
as a sort of wage-freeze-with-water, 
was voted out and a resolution was 
carried by 3,949,000 votes to 
3,272,000 protesting that nothing 
had been done to curtail the continu
ed rise of profits and asserting that 
there could be no basis for a res
traint of wage applications " u n t i l 
such time as there is reasonable 
l imita t ion of profits, a positive plan
ning of our British economy and 
prices are subject to such control as 
w i l l maintain the purchasing power 
of wages at a level affording to 
every worker a reasonable standard 
of l iving. ' ' The resolution ended by 
calling on the General Council to 
abandon any further policy of wage 
restraint and urging the Govern
ment to introduce statutory control 
of profits. 

The Star runs a cartoon showing 
three Government "Back Room 
Boys", one saying to the others, 
"Now that the wage freeze is dead 
we' l l have, to think up another name 
for i t . " In fact, however, short of a 
serious worsening of the internation
al situation—perhaps short of wor ld 
war—it is extremely unlikely that 
the Trade Unions w i l l buy another 
plan even remotely like the old one. 
They w i l l press for negotiations now 
to be strictly on industrial merit and 
no more w i l l the reference to the 
"current economic situation" be ac
cepted as justification for an arbitra
t ion board to refuse a wage claim. 
It w i l l have to be a very cunning 
Government that can dress the old 
policy up in such a way as to fool 
the unions, for they have heard the 
wage freeze argued up h i l l and 
down dale, they have heard endless 
variations played on its monotonous 
theme. Like clergymen of the old 
school, negotiators have preached 
sermons to Arbi t ra t ion Tribunals, 
exploring every nuance of every 
section of the "White Paper in which 
the wage-freeze formula is contain
ed, each one endeavouring to show 
that, in some miraculous way, it d id 
not apply to them. Thus, organised 

workers have learnt a good deal 
about the practice and some of the 
theory (not all of it good) of wage 
restraint. 

The reaction of business men to 
the T U C resolution is rather sur
prising for, instead of being indig
nant, they actually seem to be 
pleased. One of the prime reasons is 
that it now gives them the green 
light to increase dividend payments, 
which employers' federations had 
agreed to l imi t to what had been 
paid in 1948. But the Financial 
Times anticipates some real advan
tages from the change in policy. 
"First a general increase in wages, 
if i t occurs, w i l l provide industry 
w i th the biggest spur to increased 
productivity it has yet received," 
they say in a leader. " I n turn we 
might at least see some mobility in 
the labour force. Nor, as the theor
ists argue, and as M r . Deakin 
argued at Brighton yesterday, is it 
the industries in which there are 
powerful unions which w i l l neces
sarily benefit. . . .employers who are 
short of labour might themselves, 
like the Government, offer higher 
wages as an attraction." In short, 
they contend that the change of 
policy may not have such dire 
effects as Sir Stafford Cripps has 
taught the country to believe. 

Money for Jam 
It is generally recognised that 

money is too easy to make in Bri tain 
today—if you are a business man. It 
is true that taxation is excessive, 
controls irksome and that bottle
necks abound, but these very facts 
tend to keep down competition from 
new entrants and pay large returns 
by way of "quasi-rent" to those for
tunate enough to have the factory 
space, machines and materials neces
sary to make those things which the 
world is eager to buy. One of the 
great burdens which British export
ers have to bear is competition for 
labour and materials by manufac
turers who are inefficient, under-
mechanised and under-capitalised 
but yet still able to make a profit by 
virtue of the inflationary demand 
for goods. It might well be that if 

10 per cent of British factories were 
closed down or amalgamated w i t h 
others actual production of goods 
would increase. Tha t is one reason 
why the more efficient firms are not 
sorry to see the ending of the wage 
freeze. If it results in a rise of wages, 
marginal firms might be squeezed 
out and the competition for labour 
and other resources thus reduced. I 
am reminded of a case where a 
London clothing manufacturer 
pleaded w i t h his fellow-manufactur
ers not to concede a fortnight's paid 
holiday to their employees, having 
already secretly done so for his! 

Latest returns published by the 
Financial Times show that, in gene
ral , there has been a substantial i n 
crease in profits in the last year over 
the already substantial profits of the 
year before. The returns of 125 
companies in the building and 
building-material industry rose f rom 
£25m. to £34m. 79 electrical and 
radio companies increased their 
profit from £42m. to £51m. , while 
engineering profits for 209 com
panies rose from £67m to £76m. 

Increases were general throughout 
most industrial groups, w i th only 
breweries, entertainments, paper-
wrappings and containers, shipping 
and shoes showing a reduction. 
To ta l profits for 1,964 companies in 
all groups showed an increased pro
fit of £6om. , total profits having 
risen to £865m. As the Oxford Bul
letin of Statistics has pointed out, 
almost al l the benefit of rapidly 
rising production has gone to pro
fits, while real earnings have re
mained fairly steady or even fallen. 

M. Gutt's Warning 
At the Sessions in Pan's, where 

the International Monetary Fund 
and the World Bank arc dealing in 
the financial problems of the wor ld , 
M. Gutt has sounded a cautionary 
note. He directed his attack against 
inllationary movements and gave as 
the paramount need the stabilization 
of purchasing powers of all curren
cies (not excluding the U n i t e d 
States dol lar ) . It is an interesting 
fact that the move to raise the rate 
of interest is gathering weight in 
Sweden, which, up t i l l now, has fo l 
lowed a neo-Keynesian line, and in 
the US. 

The I M F ' s report supports this 
by suggesting that exchange difficul-
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ties are due to over-investment in 
the countries that suffer from them 
and that it is time for Western 
European countries to t r im their 
investment programme. The Fund 
takes a dig at Britain's Labour Gov
ernment by referring to undesirable 
"rigidities arising from widely ac
cepted polit ical and social objec
tives." 

" Here is an interesting problem for 
economists—is the capitalist system 
capable of the sort of large scale 
investment that is regarded as de
sirable in many countries? Can this 
investment be achieved without 
concomitant inflation which robs 
both workers and financiers to pay 
industrialists? Having been thwart
ed of our desire to see the Keynesian 
rectifiers at work in a world suffer
ing from deflation, it seems we may 
be treated to the spectacle of pre-
Keynesian devices at work in a 
wor ld suffering from a fresh dose of 
inflation. Let us hope it w i l l not be 
a case of "The operation was suc
cessful but the patient died." 

Off the Record 

The Spectre of High Prices Reappears 
HE week before war broke out 

in Korea, the general weekly 
index of wholesale prices was still 
below 395. By the first of July it 
had crossed the 400 mark. By the 
end of the first week of July it had 
almost reached 405. Dur ing the 
subsequent weeks the movement of 
the price index, though still up
wards, slowed down considerably; it 
was only in the first week of this 
month that it touched 410. Con
sidering that the wholesale price i n 
dex stood at 390 at the beginning 
of September last year, if renewed 
attention has to be paid to prices, 
it has to be concentrated on what 
has happened of the Korean war. 
The price ordinance, therefore, was 
not premature, neither has its subse
quent extension been unwarranted, 
but for the naive faith Delhi has in 
paper controls. 

If the Economic Advisor's index 
correctly reflects the price situation, 
it seems to have struck some sort 
of a balance. One may call it fixity 
or a moribund state, if one does not 
want to concede that stability has 
yet been reached. But one may as 
well accept the unpleasant fact that 
the present prices, high though they 
are, have come to stay. 

Between the adoption of the dis
inflationary measures in the begin
ning of October 1948, and the de
valuation of the rupee in Septem
ber 1949, the wholesale index moved 
only from 382 to 388; even devalua
tion scarcely produced anything 
more than the merest ripple on its 
placid surface. This placidity is of 
a piece wi th the Indian tempera
ment and the permanently depres
sed state of our cultivators, their 
burden borne wi th unruffled 
patience. 

True, the Economic Advisor's i n 
dex itself may not reflect the 
situation correctly enough. But that 
is a different story. H o w many .of 
the prices from which the index is 
compiled are real in the sense that 
things are actually bought and sold 
at those prices, and how many of 
them are fictitious, at which few or 
no transactions ever take place, it 

T would be interesting to know. As 
the index is made up, it is appa
rently extremely insensitive to 
changes in the import policy. 
Liberalisation of imports introduced 
as a disinflationary measure d id not 
affect it to any appreciable extent. 
Nor d id the devaluation of the 
rupee which raised the prices of 
imports and made so many of our 
exports dearer. 

It appears, nevertheless, that the 
price situation is still influenced by 
exports and imports, though' not d i 
rectly through the prices of imports 
or exports. The volume of the 
country's import or export surplus 
may still work on prices from the 
money end, even if import and ex
port prices leave the index unaffect
ed. Heavy import surplus reduces 
the volume of money in circulation 
—notes plus bank deposits. Con
versely, when an export surplus de
velops, the volume of notes in cir
culation and of current deposits tend 
to go up. In the last Reserve Bank 
report, the point is made that the 
emergence of an export surplus dur
ing the twelve months ending June 
last led to an increase in the money 
supply by Rs. 16 crores, as against 
a fall of Rs. 137 crores in the pre
vious year. The other money glands 
had not been active during this 
period. The Government had re
duced the budget deficit, and had 
not been drawing on their cash 
balances, a frui tful source of addi
tion to the money supply in the pre
vious years. Excess of imports, in 
other words, is dis-inflationary so 
far monetary supply is concerned. 
But whether such modest changes in 
money supply have also a disinfla
tionary effect on prices is unproven. 

Between now and September last, 
however, the money supply has 
actually come down from Rs. 1,785 
crores to Rs. 1,697 crores, while the 
wholesale index has gone up during 
these twelve months, from 390 to 
410. As of this rise of 20 points, 
the major part followed the Korean 
war, no connection can be estab
lished between changes in the 

898 


