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To assure adequate supplies to 
meet defence needs, a cut in 
domestic consumption might become 
necessary. To increase next year's 
crop, the Government has not only 
lifted the restriction on acreage, 
but has offered non-recourse loans 
to the fanners on next year's cotton 
at 90 per cent of parity, which 
w i l l assure them a price of at least 
30 cents, per lb . The farmers can 
be expected to make a good res
ponse and America might produce 
enough cotton in the coining year. 

The production of synthetic 
rubber has gone beyond expecta
tions, and the National Production 
Authori ty has passed orders fox 
increased substitution of synthetic 
for natural rubber in the manufac 
ture of tyre, etc. Though no cut 
has been ordered in the manufac
ture of rubber goods for civilian 
purposes, it is stipulated that only 
28 per cent, of the total may be 
natural rubber as against 57 per 
cent, used last month. The pro
duction of camelback is to bo 
increased, and a great effort is to 
be made for the conservation of 
rubber through recapping of tyres. 

Capi ta l Outlays Rise 
The Securities and Exchange 

Commission and Department of 
Commerce have predicted a great 
rise in capital outlays for new plant 
and equipment in the first quarter 
of 1951, a rise of $4.8 million or 
30 per cent, above that in the first 
quarter of this year. Total out
lays for the current year are esti
mated at about $18 bill ion, of 
which about $10,1 billion are esti
mated to be expended in the latter 
half of the year. The coming year 
might be expected to set up a new 
record in plant expenditures. 

M e e t i n g M a n Power Shortage 
The State Department is said to 

be negotiating wi th the Central and 
South American Governments for 
the import at ion of several hundred 
thousand workers in case the 
conditions in the country demanded 
i t . The industries of the country 
are working almost to capacity, 
particularly the iron and steel 
industry which is now working at 
about 102 per cent. of its rated 
capacity. The demand for goods 
for defence purposes wi l l neces
sitate the diversion of the resources 
of the country to their production 
at the expense of the production of 
goods for civilian purposes. Now 
the' nation is working only 40 hours 
a week. Wi th greater outlays for 

new plant and equipment, importa
tion of workers from abroad and 
longer working hours the produc
tive capacity of the country can 

be increased and the cut in the 
production of civilian goods and 
the consequent hardship to consu-
mers can be minimised. 

Dark Design on the Cost of 
Living Index? 

DI S C O N T E N T at the failure of 
the official Retail Price Index 

to adequately reflect the rise in the 
cost of l iving boiled over into a par
liamentary debate last Friday, in 
which M r . Wingfield Digby moved, 
" That this House believes an ade
quate measurement of changes in 
the cost of l iving to be most import
ant and urges the Government to 
collect the necessary information to 
provide a more up to date index of 
retail prices," For five hours, the 
MP's talked about the cost of l iving 
and the problem of how to measure 
it and revealed, principally, their 
own ignorance of the principles i n 
volved, 

The Star, a Liberal evening news
paper owned by the same group as 
the News Chronicle. was indignant 
at this waste of time. Why dors a 
body of experts have to be recalled, 
they asked, to perform such a sim
ple task as making an index? Why 
bother about elaborate enquiries 
into household budgets when, for 
purposes of weighting, the Ministry 
of Labour can ask its own employees 
how they spend their money? The 
colossal ignorance that The Star's 
editorial revealed is. alas, typical of 
the public misconception of the 
problems involved —and this ignor
ance is not the monopoly of the 
public, for M r . Frederick Lee. Par
liamentary Secretary to the Ministry 
of Labour, revealed, in his replying 
speech, that he was not entirely free 
of it. 

The pound, as a measure of value, 
has, in common with most other 
currencies, shown a long-term ten
dency to shrink over the last two 
or three hundred years. Over a 
century and a half ago, Adam Smith 
remarked that monarchs wen- sub
ject to the constant temptation to 
whittle down the quantity of orc-
eious metal in the coin of the realru 
—and most governments since then 

have run true to type, which is one 
reason why they feel an antipathy 
to price indexes that really work -
they are far too revealing! On the 
other hand, the retai l . price index 
is so important as a social instru
ment and has such a decisive effect 
on the submission of wage claims 

and the energy wi th which they axe 
pursued, that governments have to 
do al l in their power to preserve 
confidence in their validity. M r . Lax 
hotly protested against a suggestion 
that the Government was concerned 
wi th controlling the retail price in 
dex instead of controlling retail 
prices. " I d id not like the sug
gestion which the Hon'ble Member, 
and several other Hon'ble Gentle
men, made in the course of their 
speeches that the Government were 
in some way attempting to keep 
down the index figure. If I took 
down aright the Hon'ble Gentle
man's words, he said he suspected 
tha the Government were concerned 
to keep down the index figure as 
distinct from the real cost of l iving. 
Nothing could be further from the 
truth than that. . . It would be 
most foolish for any body to try to 
give a distorted picture of the rise 
or fall in the cost of living in order, 
as it were, to cheat people who may 
he making applications for increase 
in their standards of l iving. It 
would be most short-sighted." 

Having perused Mr . Lee's pro
testations, it is interesting to turn 
back to the record of a debate in 
1947, a few months before the pre
sent Retail Price Index was intro
duced. Thus Dr. Dalton (then 
Chancellor of the Exchequer) : " I 
am anxious to speak frankly to the 
Committee. I have, no doubt at all 
that, up to this point, the policy 
of stabilising the old cost of l iving 
index, as we have hitherto known 
it , has been wise And has been abun
dantly justified. . . . i t has pre
vented many automatic wage and 
price increases front taking place, 
in cases where wages under collect
ive agreements are linked with the 
cost of l iving. Up to now it has, 
in my submission, paid good d iv i 
dends, . . . The policy of holding 
the index steady, as we have done, 
principally by variations in food 
prices, has ceased to be practical 
in view of the smaller relative 
weight of food items in the new 
index. The new index, covering so 
much wider a range of commodi
ties, w i l l , by reason of its changed 
composition, be much less subject 
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than the old index to our present 
controls, which have, therefore, to 
be revised and locked at again." 
In due course, he suggested, a modi 
fied polity would be devised to con
trol the new index, which would 
" cost the taxpayer less money, but 
w i l l still continue, at a lower cost, 
to exercise a stabilising influence 
upon the index. . . . I t is my pur
pose to keep this old index steady 
and stable, as we have kept it un t i l 
now, unt i l it passes out of use in 
a few months time, and, therefore, 
to continue to exercise a stabilising 
influence upon the new index along 
the Iines which I have been indi
cating." 

There is no reason to doubt that 
Dr . Dalton's frank words have been 
implemented by his department and 
that a great deal of attention has 
been given to the task of juggling 
wi th controls in such a way as to 
restrain the index from registering 
rises in l iving costs, The present 
index has been weighted according 
to family budgets ascertained from 
rather more than ten thousand work
ing-class families. But there were 
some adjustments made by the ad
visory committee that designed the 
index—the budgets had revealed a 
very small expenditure on beer and 
other alcoholic drinks and tobacco. 
So the committee adjusted the 
weight of drink and tobacco to 21.7 
per cent, of the index. In the old 
index, the weight was very much 
smaller, so that it was possible to 
tax these items heavily without the 
index being affected, while the price 
of basic foods, which had a heavy 
weighting in the index, was kept 
down by subsidies. In the present 
index, on the other hand, it is pos
sible to counteract the rising price 
of basic foods by reducing taxes on 
dr ink and tobacco. 

The Chancellor has twice used 
this method for stabilising the index 
—once when he knocked a penny 
off the price of a pint of beer and, 
carlier this year, when he authorised 
a ten per cent, increase in the 
strength of beer while leaving the 
price unchanged. Those responsible 
for the index dealt w i t h this as ii it 
had been a ten per cent, fal l in the 
price of beer. 

It is rather a shame that no one 
had Dr . Dalton's statement to hand 
in the recent debate, for it would 
have been interesting to hear how 
M r . Lee would have explained it 
away. Anyway, the Advisory Com-
fnittjexr is now to be recalled and, 
composed as it is of estimable ex
perts, c ivi l servants and represen
tatives of the two sides of industry, 

i t w i l l no doubt have something i n 
teresting to say about how the pre
sent index has behaved—if such a 
thing is wi th in their terms of refer
ence. 

In the old days of the British La
bour Movement, trade union leaders 
would have spurned an instrument 
so sophisticated as a cost of l iving 
index in their light against the 
bosses. Their only index was the 
worker's belly and they needed no 
other. Nowadays everyone in these 

islands has grown respectable and 
the workers bellies, replete w i t h 
Yorkshire, pud. and two veg, or wi th 
fish and chips, are no longer as 
reliable an instrument as they used 
to be. Hence our unreasoning re
liance on statistics. But grand
mothers, remembering the old days, 
would do well to warn their grand
sons, when dandling them upon 
their knee, " Be wan- the Cost of 
Living Index, my child, beware the 
Cost of L iv ing Index." 


