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CHAPTER 1

INTRODUCTION

The fifth year of the depression has now run out, without bringing
the hope of general recovery to fruition. On the whole, it is
clear that 1934 marked a distinct advance over 1933. In most
countries unemployment continued to diminish, production conti-
nued to increase, exchanges remained more stable. In the countries
which made some progress in the previous year, a further advance
was registered during the last twelve months, and in some of them
the belief became current that the depression was already passing
into history. No country saw a social or economic cataclysm such as
those which produced the German revolution and the American
crisis in 1933. It may fairly be said then that the world’s economic
life has been running in smoother and deeper channels, but it is
still far from having returned to the broad, even flow of real
prosperity.

Recovery is, in fact, still superficial rather than fundamental.
International trade is very little, if any, better than in 1933.
Immense reserves of capital still remain stagnant and sterile.
Exchanges, though steadier, are still inherently unstable. Almost
everywhere money is still being hoarded, though not quite in
such extravagant quantities as at the height of the American bank-
ing crisis. The springs of international lending are still practically
dried up. All these symptoms indicate that there is little feeling
of assurance as to the solidity and permanence of the gains so far
registered. While it is true that some countries have gained ground,
others have lost it, and in most of the latter the nervous tension
has notably increased. Though one or two nations may claim to
have reduced their unemployment figure to normal, their position
is still altogether exceptional. There is still widespread distress
and frustration of hope. The world as a whole is still groping its way
painfully and fearfully. It has not acquired confidence in the new
economic system which is slowly emerging. Even less hasit derived
confidence from recent events in the present political system as
furnishing a stable foundation for peace and tranquillity. The
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immense relief which greeted the faint signs of a general rappro-
chement in the closing months of 1934 and the elimination of the
Saar from international discussion furnish the measure of the
prevailing uncertainty and anxiety, which has always been one
of the main obstacles to recovery.

The year 1935 opened, therefore, with a feeling of subdued

FIG. 1. — INDEX OF WORLD PRODUCTION AND QUANTUM
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hopefulness based on symptoms of better political understanding
and of chequered economic progress; but perhaps also with a better
realisation of the long road still to be covered and the formidable
barriers lying in the path of a complete revival. Nearly all the
progress so far accomplished has been the result of national effort,
and its effects have been mainly confined to the national field.
But it has so far done little to restore the flow of international
trade and international financing without which the world cannot
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finally recover complete or lasting prosperity. Indeed, in the summer
months of last year there were some indications that the upward
movement was flagging, which may mean that the limits of national
effort are being reached and that further progress can only be
attained by setting the international machine once more in smooth
and harmonious operation.

From the social point of view, however, the past year has been
of exceptional importance. It has confirmed some of the tendencies
which had been gradually gaining strength since the onset of the
depression and by so doing has demonstrated the radical change
which is coming over social thinking.

In last year’s Report attention was drawn to a number of features
of the crisis which seemed to be vital for the future consideration
of social policy. It was, for instance, pointed out that the need
for “ planning ”—that is to say, for the deliberate interference by
government with the economic structure and the course of economic
events in order to achieve certain social objectives—was becoming
generally recognised. The fatalistic faith in the benevolent opera-
tion of economic law was everywhere giving way to the demand for
systematic collective action. In response to the vehement insis-
tence of public opinion, one country after another had abandoned
the laissez-faire outlook in an endeavour to arrest the inroads of
depression, which by destroying its standards of life was under-
mining its social stability. Hence the initiation of controlled
monetary policies, of ambitious schemes of public works, of new
industrial structures of which the State was the architect and often
the builder, of State-controlled and directed agricultural produc-
tion and marketing, of managed international trade, of wholesale
relief of unemployment at the expense of the community. It was
suggested a year ago that this new attitude to economic and social
questions, which was abundantly evident in Germany, Italy, Japan,
Sweden, the United States of America and the Union of Soviet
Socialist Republics, and which was clearly gaining a hold in many
other countries such as Argentina, Australia and Great Britain, was
of great significance. It meant a definite break with the practices
and the philosophies of the past. It implied that the crisis had
brought the world to a turning-point from which there was no
retreat. It had shown that there was a stage beyond which
modern civilised communities would not brook the destruction of
the economic and social security to which they had become accus-
tomed. They had come to regard the standards already attained
as the minimum requirements of decent living, not as an occasional
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boon to be enjoyed in good times but to be sacrificed without a
murmur when depression sets in. In other words, the old self-
regulating economy was no longer likely to be tolerated unless it
guaranteed the maintenance of social well-being. When it failed to
do so, it became the business of Government to intervene in the
general interest of society, and particularly in that of those agri-
cultural and industrial groups which were most exposed to the
ravages of the slump.

The events of the last twelve months may be said to have set the
seal upon this transformation of attitude. Instead of receding as
signs of recovery have appeared, the demand for collective action
and organisation has, on the contrary, been reinforced. The very
security of the State is now seen to depend not only upon the
inviolability of its frontiers, but upon its ability to provide an
orderly and sufficient existence to all classes of its citizens. As it
has been aptly put by a well-known American publicist, “ the task
of ensuring the standard of life for its people is now as much the
fundamental duty of the State as the preservation of national
independence ” 1. Where it has failed in that duty, we have
already witnessed national unity threatened by dissolution, the
crumbling of law and order and the birth of private armies such as
have not been seen in Europe since the seventeenth century.

These things are all portents of the overwhelming pressure now
generated in educated communities for the preservation of the
moral and material benefits which they now regard as an integral
and essential part of civilised existence. In former times the
resistance of the social fabric to economic strain was almost
indefinite, because unemployment, privation and distress were
looked upon as visitations of some blind providence from which
there was no escape. Nowadays the breaking-point of passive
endurance is far more quickly reached, because certain standards
of health, comfort and well-being are considered as inherent rights
which the community not only should but must guarantee by
organised collective effort.

The common attitude is well summed up by Mr. Floyar-
Rajchman, the Polish Minister of Industry and Commerce 2, who
is himself opposed to State interference unless private enterprise
has failed or new conditions have been created by changes in
economic relationships. “ Citizens are always making some demand

1 WALTER LiPPMANN: The Method of Freedom (1934), p. 35.
3 Speech to the Finance Committee of the Diet, 23 Jan. 1935.
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of the State ”, he says, “ whether it be for work or legislation,
bread or tariffs, arbitration or relief, credits or subsidies, freedom
for oneself or regulation for others. When throughout the country
and in every class of society everyone is presenting to the State
at least twice a day claims for relief, assistance or intervention
of some kind, why do we hear these complaints about interference ?
Let it be said frankly: it is not the Government but society which
is exhibiting interventionist tendencies.”

This demand for Government action has been reinforced by the
patent fact that the present scarcity is due not to any failure of
nature but to a human failure to make the products of nature
available to those who need them. Against early economic crises
brought about by drought or flood or pest there was nothing to
be done but to distribute as equitably as possible the food supplies
which remained. Nowadays the problem of shortage has been solved
by science and the pooling of the world’s resources. Not only need
no one starve, but there is actually a superabundance of food
and raw material in relation to the visible consumption. The
farmer is unable to secure the just reward of his labour, although
millions are starving or grossly undernourished for want of the
supplies which he has actually placed ready to their hands. This
paradox has sunk deep into the popular consciousness and has
probably done more than anything else to destroy popular faith
in the economic system. The argument that where plenty exists
its proper distribution to the best general advantage can and
should be effected by human forethought and organisation is really
irresistible. That it should be left to the caprice of some obscure
law, which apparently does not function, does not seem tolerable,
particularly in the light of the spectacular triumphs achieved by
science and method in other spheres of human activity. It there-
fore now seems reasonable to expect Governinents to devote the
same energy, ingenuity and attention to the provision of the
elementary needs of feeding, clothing and shelter on a civilised
scale as to the provision of air communications, wireless services
and elaborate systems of national defence.

The revelation of this profound psychological change is perhaps
the outstanding lesson of the present depression. It has been
brought home to every Government of every civilised country,
whether conservative or radical, democratic ordictatorial in its
complexion. All alike are increasingly conscious of what
Mr. Mussolini has termed “ the transition from the old economic
system which laid its stress on individual profit to that which is
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aiming at the collective interest ” . The same thought was ex-
pressed by President Roosevelt when he defined the measure of
restoration as consisting “ in the extent to which we apply social
values more noble than mere monetary profit ” 2.

It would be easy to adduce a string of quotations from the
utter ances of statesmen of many countries to show how far the obli-
gation of the State to ensure not only the political but the social
security of its people has been recognised as imperative. Instead
of being at the mercy of the winds and tides of economic vicissitude,
the “ national standard of living ” is being more and more considered
as something almost inalienable, which must stand in the forefront
of the preoccupations of the State. This is the real source of the
demand for “ planning ”. “ Planning ” is no longer looked upon
simply as a means to greater efficiency, which will achieve greater
production or procure a larger share of the world’s markets.{ Its
primary objective is social, to guarantee not only greater wealth
but its better distribution, to eliminate waste not only of material
but also of human values. The general aim required of it is that
“ of meeting the problem of under-consumption or adjusting pro-
duction to consumption, of distributing wealth and products more
equitably, of adapting existing economic organisation to the service
of the people ”3. It follows that the distinction between social
and economic phenomena is no longer definable as under the old
self-adjusting system. The outlook of Governments is no longer
one-eyed. Social and economic consequences are now viewed
simultaneously. In the case of particular measures, the emphasis
may be placed on one or the other aspect, but the range of vision
now consciously embraces both.

In last year’s Report attention was drawn to the various attempts
which had already been made in the direction of “ planning ”. As
was pointed out, social legislation and collective bargaining, the
regulation of production and distribution by trusts and cartels, the
operation of public utilities by the State, the control of commercial
exchanges through tariffs and quotas, all involved deliberate inter-
ference with the play of economic forces. During recent years the
intervention of the State in agriculture in France, Germany, Great
Britain and the United States, the monetary action taken by
Argentina, Australia, Germany, Great Britain, Japan, Sweden and
the United States, the new forms of industrial organisation initiated

1 Speech at Milan, 6 Oct. 1934.
2 Inaugural Address, 4 March 1933.
3 FRANKLIN D. RoosEVELT: Looking Forward, p. 32.
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in Italy and the United States, the far-reaching schemes of public
works and unemployment relief adopted in a number of countries,
and finally the comprehensive planned economy of the Union of
Soviet Socialist Republics, have afforded ample evidence of the rapid
extension of “planning ”, differing widely as to the degree of its social
purpose and immensely variegated in its method, but implying a
wholesale abandonment of the old principles of laissez-faire.

During 1934 not only has this tendency been accentuated, but
results, some of them of an encouraging character, have begun to
appear. The main task of the present Report, therefore, seems to lie in
tracing the social effects of these developments. It is not proposed to
undertake any detailed survey of the economic events of the past
year, but only to glance at them in their social context. I[n this
way it may be possible to obtain a clearer view of the social impli-
cations of the new type of economic structure, which appears to
be emerging, and of the practical problems involved in social
planning. From this follows an easy transition to the particular
consequences affecting the International Labour Organisation. We
have already moved so far from the conditions with which its
founders were familiar that it is not too soon to review the stage
already reached and to try to discern the direction in which the
path is now leading. It is not only the immediate problems of the
crisis which concern us, but also the new orientation which the
profound changes taking place before our eyes inevitably suggest
for the future. This Report is therefore planned not only in view
of a debate which will treat the burning questions of the moment,
but also in the hope of eliciting ideas from the Conference for the
future guidance of the Organisation. The momentous extension
of its horizon through the entry of the United States and the
Union of Soviet Socialist Republics renders such a comprehensive
survey all the more necessary. The life of individuals or of insti-
tutions consists of a continuous process of adjustment to changing
conditions. Inability to make the necessary adaptation to new
surroundings or altered circumstances implies a failure of vitality,
which foreshadows stagnation, decay and ultimately death. The
International Labour Organisation is not exempt from this universal
law. The time for beginning a general stocktaking can hardly be
much longer delayed. Hence the justification for presenting such
fundamental considerations to the Conference, even in a year when
its agenda is already heavily loaded.



CHAPTER 11

RECOVERY AND EMPLOYMENT

In previous Reports the extent of unemployment was taken as
the test of the success of the measures adopted to meet the
depression from a social point of view. It is significant of the
change of outlook pointed out in the previous chapter that the
unemployment figure is now coming more and more to be regarded
as the test of recovery from the economic standpoint also. Strictly
speaking, this may be a confusion of ideas; but it is another indi-
cation of the refusal of public opinion to consider the improvement
of production, the growth of retail sales or the appreciation of
securities as in themselves satisfactory, unless they are accompanied
by a corresponding reduction of unemployment. From this
change of emphasis springs a growing feeling that some more radical
cure for unemployment must be attempted. Even comparative
prosperity is no longer thought bearable if there still remains a
large army of idle men and women, boys and girls, whose lives, both
present and future, are blasted by the inability of society to find
them an outlet for their creative and earning powers.

As the crisis has progressed, the general public has become
increasingly aware of the human triogedies which chronic unem-
ployment produces. The first instinct was to alleviate distress by
relief either in cash or in kind. The adoption of this method has
been rapidly generalised. It seemed to offer a comparatively easy
solution; but as time has gone on it is being realised that, though
relief wards off actual starvation, it does not prevent the progressive
undernourishment and demoralisation of individuals and families
in cases where unemployment is of long duration. It is also being
realised that it affords no solution at all in the case of the young,
whose aptitude for work and whose whole moral fibre may be
permanently weakened, if they are unable to learn a job and turn
their energies to some active and productive purpose in the formative
period of their lives.
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As a consequence, there are clear signs of a reaction setting
in against the sufficiency of relief without work. Under the
unrelenting strain of the depression the maintenance of the idle
at the public expense until better times return is no longer considered
adequate. The insistence on the necessity of the State adopting
energetic measures to create work, either indirectly by stimulating
the revival of industry or directly by initiating work-giving schemes
of national development, is manifestly gaining momentum. Thus,
in the United States President Roosevelt denounces relief as “ a
narcotic, a subtle destroyer of the human spirit ” and declares:
“ I am not willing that the vitality of our people be further sapped
by the giving of cash, of market-baskets, of a few hours of weekly
work cutting grass, raking leaves or picking up papers in the public
parks. We must preserve not only the bodies of the unemployed
from destitution, but also their self-respect, their self-reliance and
courage and determination.” ! Similarly, in Canada Mr. Bennett,
the Prime Minister, denounces the dole as “ a condemnation, final
and complete, of our economic system. If we cannot abolish the
dole, we should abolish the system.” 2 Early in the depression
Signor Mussolini expressed his preference for “ public works, which
increase the wealth of the country, to unemployment benefit, which
accustoms the worker to the condition of an unemployed person ” 3.
In Great Britain, the four Commissioners appointed to report on
the distressed areas were unanimous in urging the initiation of
schemes of public works, afforestation or land settlement financed
by the State, and it is significant that when the Government
proposed a grant of £2,000,000 for the purpose, the general criticism
was not that such expenditure was unprecedented and unorthodox,
but that it was insufficient. Sir William Beveridge 4, the original
architect of unemployment insurance, insists that when benefit is
exhausted “the unemployed who go on being unemployed do not
need just cash payments”. He urges “ a fresh attack with all
the forces of Government and all the present ingenuity of our
people on the problem of depressed areas or decayed industries ”.
In Germany and Sweden the provision of work has been given
precedence over all other considerations in the measures adopted
for recovery.

All these examples, to which others could be added, indicate the

t Message to Congress, 4 Jan. 1935.
2 Broadcast address, 2 Jan. 1935.
3 Broadcast address, 1 Jan. 1931.
+ Broadcast address, 12 Feb. 1935.
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direction in which thought is moving. The work-test is now being
applied more and more to financial and economic measures as the
ultimate proof of their soundness, and in reviewing the social
history of the past year it is from this point of view that they
will be primarily judged.

In attempting to estimate the success which has attended the
various efforts to reduce unemployment, the first step consists in
an analysis of the fluctuations of employment during the past
year. As has already been pointed out, there was a general improve-
ment in 1934 as against 1933, which is evident from the accompanying

FIG. 2. — INTERNATIONAL INDEX OF UNEMPLOYMENT
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chart showing the curve of world unemployment. Making allowance
for seasonal variation, the peak of unemployment was reached in the
autumn of 1932 when the index stood at 280 (1929 = 100). Since
that time there was a steady and uninterrupted fall until July 1934
when the figure stood at 217. This general decline in unemployment
corresponds with the movement of world production, which con-
tinued to show a general upward tendency. It may be noted
therefore as a starting-point that the improvement in the world
employment position which was observed in last year’s Report has
been continued during 1934, though after the spring the pace began
to slacken.



— 15 —

A closer scrutiny of the statistics shows, however, that this
progress has been very unevenly distributed. The world total is
necessarily a very summary and approximate estimate, which
covers wide discrepancies between the employment experience of
individual countries. In order to obtain a clearer view of the
forces at work to increase or to diminish employment, it is therefore
necessary to look at the national records and to attempt to classify
them.

Admittedly, the various national statistics of employment and
unemployment are far from furnishing a satisfactory basis for
international comparison. They are not established on any uniform
system and have therefore to be used with caution. Nevertheless,
by putting together the data available for each country as to
employment, unemployment, prices and production it is possible
to form a fairly good idea of its general situation.

One broad inference emerges from a first glance at the available
data, namely, that the countries which ‘kept their exchanges at
parity fared with one or two exceptions decidedly worse in 1934
than those which had depreciated their currencies. Following up
this general indication, it may be helpful to look at the employment
and economic position in terms of rough currency groups, without
however assuming that currency has necessarily been the only or
even the decisive factor in determining it.

A beginning may be made with Japan, which clearly shows the
best employment record at the present time. During the past
year the unemployment figure has continued to decline, until
in September only 4.9 per cent. of the industrial workers were out
of work, which may be regarded as a normal amount in prosperous
times. Inthat month the index of unemployment was 8.9 per cent.
lower and the index of employment 20 per cent. higher than in
September 1930, while industrial production had increased by 35-40
per cent. It therefore appears that the volume of industrial
employment has steadily increased since 1932. Industry has
absorbed not only the major part of the unemployed but has also
kept pace with the annual increase of the population. On the
other hand, there has been a rise of about 20 per cent. in wholesale
prices since the devaluation of the yen, which may have brought
some benefit to the farming population, whose position is none the
less still difficult.

In last year’s Report some account was given of Mr.Takahashi’s
expansionist policy, to which the above results must no doubt be



principally attributed. Some further points may be noted as
throwing more light upon it. Each year since the onset of the
depression there has been a considerable deficit on the budget

FIG. 3. — PRODUCTION INDEXES OF COUNTRIES WITH CURRENCIES
OF REDUCED GOLD CONTENT
(1928 = 100)
50—

: H
i
Ny

1401 ,&'}'ﬂ-:‘ ”..'l e

ob—— Sl —

I : - A e -

I S S U T N T T N IS 0 N N SN N SN N BN N | ) DU T N U B
40 1932 1933 1934
casassescssscenss JAPAN bttt J,S.A.
+essssssess United Kingdom e==—======= Canada
~==-=--—--- Sweden ¢----0.----0 Czechoslovakia

wsmmase World production

SOouURCES: Monthly Bulletin of Statistics (I.eague of Nations) and Vierteljahrshe fte zur Kon
junkturforschung (Institut fir Konjunkturforschung).

rising from 105,200,000 yen in 1931-1932 to 932,400,000 in 1933-
1934 and dropping back to 785,000,000 for 1934-1935. These deficits
have been covered by loans, taxation having been increased very
slightly, while at the same time a cheap money policy has been
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followed and the amount of notes in circulation has shown a small
expansion (1,143 millions in 1931, 1,270 millions in 1934). It
should be pointed out, however, that the additional expenditure

FIG. 4. —— PRODUCTION INDEXES OF COUNTRIES WITH CURRENCIES
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made possible by these methods has been devoted only in part to
public works, having mainly been utilised for national defence.
Under the latter heading expenditure rose from 659,200,000 yen
in 1932-1933 to 819,000,000 in 1933-1934 and 937,000,000 in

R. D. 2
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1934-19351, which no doubt largely accounts for the growth
of output of pig-iron by 80 per cent. and of steel products by
some 90 per cent. since 1931. As to public works and other
forms of relief, expenditure ran to 205,500,000 yen in 1932-1933,
365,300,000 in 1933-1934, 263,900,000 in 1934-1935.

The above particulars have been given at some length, as it is
important to understand the circumstances which enabled Japan
to preserve a high level of employment throughout the period of
world depression. In some quarters there may be a tendency to
ascribe this achievement to the great increase of Japanese exports.
The actual figures show that they fell from a peak of 2,101 million
yen in 1929 to 1,118 million in 1931, since when they have steadily
increased once more and in 1934 reached a total of 2,434 million,
about the same figure as before the depression. Of course the gold
value of world trade has considerably shrunk in the meanwhile, but
even so Japan’s share has only risen from 2.87 per cent. in 1929 to
approximately 3.5 per cent. in 1934. It is true that the physical
volume of exports has increased to a considerably greater extent
than these figures would indicate. Precise data are not available, but
some idea may be gained from the fact that whereas in 1932 the value
of Japanese exports in terms of gold had sunk over 60 per cent.
since 1929, the quantum had fallen by less than 6 per cent. While
in no way underestimating the importance of the foreign trade
element in Japanese prosperity, it can nevertheless hardly be
doubted that the principal cause of the recovery of production
and the prevention of serious unemployment is to be found in the
Government’s expansionist policy. Mr. Takahashi claims that for
the present the unbalanced budget involves no danger to financial
stability, while recognising that a change of policy may later
become advisable2. Up to the opresent time, the Japanese
expansionist policy has been singularly successful in stimulating
employment and business activity, nor does the additional
burden of public debt seem likely to prove unbearable 3.

Another country which has made a remarkable advance by
expansionist methods is Sweden. In December 1933 there were
130,000 applicants for work registered, while the trade union

9134Dr. K. ABE: Hijoji Zaisei Tokuhon (Emergency public finance). Tokyo,
1 .

2 Speech, Osaka Asahi Shimbun, 25 Dec. 1934.

8 In this respect Japan is particularly well placed, the public debt per head
in 1934 expressed in Swiss francs amounting to only 119, as against 220 in
Germany, 300 in Sweden, 650 in Italy, 670 in the United States, 2,222 in
France (1932 figure) and 2,724 in the United Kingdom.



returns showed that 27.7 per cent. of their membership were
without jobs. By July 1934 both these figures were reduced by nearly
50 per cent., and though there was some increase in the later
months of the year, it does not seem to have been more than
seasonal. These results correspond to a steady increase in foreign
trade and in industrial production, which rose from 97.1 per cent.
of the 1928 average in December 1933 to 109.6 per cent. in Dec-
ember 1934. Here again the Government, after devaluing the
currency to keep it about 7 per cent. below the pound sterling,
adopted a bold public works policy financed by loan. In 1933-
1934 the budget was deliberately unbalanced for the purpose of
financing non-revenue-producing public works which previously
had always been paid for by taxation. The Government estimated
to borrow a total of 269 million crowns, equivalent to about 25 per
cent. of the ordinary budget, but in fact only about 163 million
crowns were actually expended. The estimate for 1934-1935 was
282 million crowns. In order to launch this programme of loan
expenditure, advantage was taken of the monetary conditions,
which were particularly favourable. The stimulation of exports
and the restriction of imports, due largely to the depreciation of
the currency, contributed to a big inflow of gold and foreign
exchange, which rendered a cheap money policy possible. The
long-term rate of interest fell steadily, the yield of Government bonds
having been 4.22 per cent. in May 1933 and 3.01 per cent. by the end
of 1934. As the figures quoted above indicate, a marked improve-
ment resulted from these measares. The Government apparently
considers that the situation is practically normal and the estimates
for 1935-1936 have been drawn up on more conventional lines. Loan
expenditure will be again confined to revenue-producing works
and is estimated at not more than 137 million crowns. A combina-
tion of expanding exports, cheap money and a public works pro-
gramme has been remarkably successful in bringing Sweden
through the depression. Denmark, Finland and to a less extent
Norway likewise show an improvement over 1933, but in no case
has a satisfactory employment situation yet been reached.

Among other European countries that have ameliorated their
economic position by positive action, Portugal requires to be
mentioned as having followed a courageous financial and public
works policy with marked success. Under the leadership of Pro-
fessor Salazar, the whole economic and financial situation of the
country has been materially improved during the last six years.

In Great Britain and Northern Ireland the improvement registered



— 20 —

in 1933 was on the whole continued in 1934, though at a slower
rate. The unemployment figure dropped gradually from 2,263,000
in December 1933 to 2,086,000 in December 1934. The index of
total and partial unemployment which averaged 20 per cent. in
1933 fell to about 16 per cent. in June 1934 and remained at about
that level for the rest of the year, while the number of persons
employed in Great Britain is now equal to the 1929 average. At the
latter date, however, there were already about a million and a
quarter seeking work, in addition to which the increase of 900,000
in the industrial population that has since taken place has for the
most part not yet been absorbed. In effecting this considerable,
though still partial, recovery, the depreciation of the currency and
the various measures adopted to expand credit at cheap rates have
played the principal part. To the latter cause must be ascribed
the remarkable boom in building. The index for residential
building (1928 = 100), which stood at 100.9 in 1931, rose to
155.3 in 1933 and to 173.4 in 1934. Most of this activity was due to
private initiative, though it was helped to some extent by Govern-
ment aid for slum clearance. In industry generally production
advanced above the 1928 level. On the other hand, exports,
though recovering slowly throughout the year, still represented
only about half their sterling value in 1924. As regards
quantity, there has been little change over the last four years,
the estimated percentage of the 1929 quantum being 62.7 in 1931,
62.9 in 1932, 64.2 in 1933 and 69.1 in 1934. Altheugh considerable
progress has thus been made, there still remains a serious unem-
ployment problem, which is provoking a demand voiced in many
quarters for a vigorous public works policy to supplement the
measures already taken.

In the United States, although production and prices have
advanced considerably since the low point of March 1933, the
mass of unemployment is still considerable. The number on the
relief rolls has actually showed an increase, as the exhaustion
of savings has forced men and women who had previously
held off to apply for help. In the absence of official figures it is
impossible to estimate the total number of the unemployed with
any approach to accuracy. The American Federation of Labor
reckoned that in October 1934 it amounted to 10,671,000, about
the same figure as a year before !, while the employers’ returns

1 This figure includes persons employed on public works, relief works and
in conservation camps.
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for manufacturing industry show that throughout the year the
index of employment fluctuated between 70 and 79 per cent. of
the 1923-1925 average, or about 10 points better than the previous
year. Production likewise showed little general improvement,
though after declining throughout the summer it picked up some-
what in the autumn. The durable goods industries and the building
trade in particular remained very slack, the latter operating at
less than 30 per cent. of its 1923-1925 activity. The progress made
in 1934 has been considered disappointing, particularly having
regard to the heavy expenditure of the Government. Two points
must, however, be borne in mind. The fundamental disequilibrium
which produced the crisis being greater in the United States than
elsewhere, the shock which the economic system received was
bound to make recovery long and laborious. Even the considerable
sums voted by Congress were not enough to fill the gap left by the
absence of confidence, which reduced investment in private
enterprise to infinitesimal proportions!. Secondly, a large part
of the money voted was not in fact spent. In the case of public
works, for instance, of the $£3,700 million appropriated only
$2,000 million had actually been disbursed by the end of 1934,
by which time over 1,000,000 persons were finding employment
directly in connection with the public works programme. The
increasing volume of expenditure under this head may partly account
for the signs of improvement in the last months of the year, and
it is altogether probable that without the considerable amount of
money put into circulation through the various agencies of
Government the economic and employment situations would have
been far worse than was actually experienced. As in the case of
Japan, the amount of American public debt so far incurred is not
such as seriously to affect the financial stability of the country 2, and
the Government has announced its determination to pursue its
expansionist policy by including $4,000 million for public works
in the budget for 1935-1936, by which it is hoped to put 3,500,000
men back to work. Even though the results obtained in the United

t New capital investments in private enterprise in the United States (in
millions of dollars):

1929 . . . . . 8,002 1932 . . . . . 325
1930 . . . . . 4,483 1933 . . . . . 160
1931 . . . . . 1,551 1932 . . . .. 144 (11 months)

(Federal Reserve Bulletin, Dec. 1934.)
2 See footnote °, p. 18.
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States have not come up to some of the more sanguine anticipations,
it is certain that immense progress has been made since March 1933,
and it is equally certain that without the bold and comprehensive
action of the Government that progress would not have been
accomplished.

In Canada an amelioration took place in 1934, which is
noticeable in the indices both of production and unemployment.
The index of industrial production which averaged only 65.2 of
the 1928 total in 1933, rose last year to 79.5, a reflection of the
upward movement which took place in most branches of industry.
Similarly, the trade union percentage of unemployment, which had
averaged about 22 per cent. during the two previous years, dropped
to 18 per cent. in 1934, although the number of applicants for
work registered by the employment exchanges was rather higher
than in 1933.

No statistics of employment are available for most of the other
American countries, but there is reason to believe that a consider-
able improvement took place in most of them. In Argentina the
reorganisation of the foreign exchange market has made possible
an improvement in the price of agricultural products for export,
and thereby alleviated the economic situation generally. At the
same time a public works programme has been put into operation
to relieve unemployment. In Brazil and Chile, where rather
different methods were adopted, there was also a distinct advance
on 1933. In Brazil there was a considerable development of
manufacturing industry prompted by the difficulty of financing
imports owing to the reduced sale of Brazilian produce abroad.
The output of coal, textiles and metal goods show a sharp rise,
and the volume of industrial employment has increased. In Chile
the number of applicants for work: fell from 65,000 in January
1934 to 18,000 in January 1935. The economic position of Mexico
likewise continued to improve throughout 1934, particularly in
respect of exports, the value of which rose from a monthly average
of 25.39 million pesos in 1932 to some 50 million in 1934. On
taking office, General Cardenas, the new President, announced his
intention of prosecuting the six-year socialisation plan drafted
in 1933 for the reconstruction of industry, agriculture and com-
merce, as well as the creation of fresh employment for those without
work.

In Australia the year 1934 saw an improvement in business
activity and employment in spite of the depressing influence of
a marked decline in the price of wool. Unemployment among
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trade unionists fell from 23 per cent. in the last quarter of 1933
to under 19 per cent. in the corresponding period of 1934. The
improvement appears to have been due in part to the increase in
purchasing power consequent on a rise in export prices during
the 1933-1934 season—a rise which has not been maintained—and
in part to an increase in both public and private investment.
The building trade, in particular, has been much more active
than in any year since the depression began. In New Zealand also
there was some decline in unemployment and an improvement in
the general situation, consequent on improved receipts from
exports during the 1933-1934 season. Export prices remained,
however, at a low level and the difficulties of agricultural producers,
accentuated by the prospect of stricter limitation of imports into
Great Britain, led to important legislative measures for controlling
and co-ordinating exports and for rehabilitating farm finances.

Some reference may also be made to the position of China
and India, although statistics of unemployment exist for neither
country. In China the silver crisis, accentuated by the silver
purchases made on behalf of the United States Treasury, aggravated
the economic position. In the autumn of 1934 the price of silver
was more than double the low price of 12 1/; pence reached
in 1931, an appreciation in value which had serious consequences
for the Chinese exchange. As a result, an adverse trade balance
developed causing the export of silver on an enormous scale. This
again led to disastrous results in the shape of the internal reduction
of purchasing power and a partial collapse of prices and of trade.
In order to arrest this process, the Chinese Government imposed
in October a 10 per cent. export duty on silver and an “ equalisation
charge ” aimed at cutting the exchange away from silver and
attaching it to sterling. Moreover, the United States relaxed its
silver purchases during the last three months of the year in response
to Chinese representations.

In India the available statistics do not indicate any great change
in the situation, but there appears to have been a certain amount
of improvement. Both exports and imports were on a distinctly
higher level than in 1933, while the production of cotton piece
goods, of iron and steel and some other commodities showed a
considerable increase, as did the figures of railway earnings.
Perhaps the most encouraging sign was the fact that there was a
recovery in the prices of a number of primary commodities, which
had fallen to a disastrously low level. Taking all these factors
into account, the Viceroy stated at the end of the year that
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“ India had passed the lowest point of the economic depression
and that some sort of upward movement was in evidence "1,

Finally, Czechoslovakia requires to be mentioned as an instance
of purposeful devaluation, designed to bring Czechoslovak prices
into harmony with world prices. In February 1934 the gold value
of the Czech crown was written down by 16.6 per cent. At that
time the export trade of the country had lost 70 per cent. of its
value in 1929. Since devaluation there has been some improvement
in the volume of production and of exports and definite improve-
ment in the trade balance. The reaction of these gains on em-
ployment, however, has not been very marked. Though the number
of applicants for work was smaller in each month of 1934 than in
the corresponding month of 1933, it still remains high. In Dec-
ember 1934 there were still 752,000 persons out of work as com-
pared with 780,000 in December 1933.

From the above survey it is evident that the countries with
currencies depreciated since the depression have all improved their
employment position to a greater or lesser degree. It may be asked,
however, whether this result has not been less by depreciation itself
than by the policies of internal credit expansion, cheap money,
borrowing for schemes of national development or making money
available on easy terms for private enterprise which abandonment
of the gold standard made practicable. It remains to be seen what
has been the effect of deflationary policies as practised by countries
whose currencies have been maintained in a fixed relation to gold.

Asthe accompanying diagrams (pp. 26-29) illustrate, the wholesale
price levels in these countries fell on the average some ten or fifteen
per cent. more than in the countries with depreciated currencies. In
a number of cases, however, this fall in wholesale prices was not
accompanied by a corresponding decline in the cost-of-living index, a
fact which has intensified the difficulties of the deflationary process.

Among the countries remaining on gold the Netherlands
and Switzerland, whose currencies still retain the pre-war gold
content, may be taken first. In the Netherlands the percentage
of unemployment was very high at the beginning of last year,
amounting in January to 40.1 per cent., nearly the highest point
reached since the crisis set in. During the first six months there
was an improvement, which brought the percentage down to 29.1
in June. Thereafter, however, the position again got worse, so
that in December the unemployment percentage stood at 38.0.

1 Address to the Associated Chambers of Commerce of India, 17 Dec. 1934.
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The same movement may be seen in the production index,
which at the end of the year stood at 63.0 (1928 = 100), the
lowest point reached since 1932. Not much has been done in
the way of public works, with the exception of certain special
relief works which are estimated to have given employment to
about 50,000 workers per year during the last four years. In
Switzerland the position was better. The index of total unemploy-
ment reached a high point in January 1934 at 16.0 per cent., to
which must be added another 7.7. per cent. on short time, a total
of 23.7 per cent. wholly or partially unemployed. Under seasonal
influences this figure had dropped to 12.4 per cent. in June, though
thereafter the index of total unemployment again tended upwards
till it reached 20.1 per cent. in December. A considerable increase
in the expenditure on public works of the Confederation, the
cantons and the communes was budgeted for in 1934, the estimate
amounting to 1,000 million francs as compared with 538 million
francs in 1933. On the whole, the record for 1934 marked a slight
improvement on the two previous years.

A second group of countries consists of those whose currencies
had suffered depreciation in the early post-war period and were
naturally reluctant to repeat the operation. This group comprises
Belgium, France, Germany, Italy and Poland. In all of them
except Germany reliance was placed primarily on deflationary
measures, though the rigidity with which this policy was pursued
varied considerably in degree. As regards unemployment, the
least favourable experience was that of France, where the number
of applicants for work rose from 345,000 in December 1933 to
455,000 in December 1934. Similarly, the industrial production
index showed a decline from 84.3 (1928 = 100) in November 1933
to 74 in November 1934. A public works policy was inaugurated
in the spring, providing for the use of the reserves of the Social
Insurance Fund and the General Guarantee Fund to the extent
of about 10,000 million French francs over a period of five years,
but so far it has not been applied on any considerable scale.

The case of Belgium is somewhat different. Being a highly
industrialised country dependent largely upon its exports, the
depreciation of the currencies of many of its strongest competitors
and the erection of trade barriers against its goods naturally
affected its industrial activity severely, and this in spite of the
fact that its share in the value of world trade considerably increased.
In January 1934 unemployment reached a high point with 21.5 per
cent. of the industrial population wholly unemployed and 18.9 per
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cent. partially unemployed, making a total figure of 40.4 per cent.
During the first six months some improvement took place, largely
of a seasonal character, bringing the total figure down to 34 per
cent., but since then it has increased again to 39.7 per cent. in
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December. As a result, the year 1934 has shown little or no advance
on 1933 in employment or production, in spite of the efforts made
to reduce wages and prices. ;

In Ttaly and Poland there was a distinct turn for the better
during the early part of the year. In Italy the number of wholly
unemployed fell seasonally from a peak figure of 1,158,000 in
January to 866,000 in August, but by December it had again
reached 962,000, while in Poland the index fell from 19.0 per cent.
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in January to 13.8 in August, but rose again to 19.7 in December
as against 16.1 in December 1933. It may be noted that unem-
ployment in Italy has been reduced to a considerable degree
by the extension of the public works programme during the

FIG. 6. — WHOLESALE PRICES IN COUNTRIES WITH CURRENCIES
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depression. In 1933 work for 51,000,000 man-days was provided,
the equivalent of the employment of 170,000 men for 300 days,
as against less than 22,000,000 man-days in 1926. In Poland,
too, public works have also been speeded up during the last two
years, and in 1934 about 100,000 men found employment on
works for which money was made available by the Employment
Fund, the Investment Fund and the Ministry of Social Affairs.
Both countries showed a fairly appreciable improvement in the
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production figures in comparison with the previous year, and Poland
a remarkably even decline in the cost of living.

Finally, the case of Germany requires separate treatment.
Owing to the lack of complete information it is particularly difficult
to estimate the precise nature of the reorganisation to which the

FIG. 7. — WHOLLESALE PRICES AND COST OF LIVING IN COUNTRIES
. WITH CURRENCIES OF REDUCED GOLD CONTENT
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national economy is being subjected. Though technically the
currency has been kept on the gold standard, the various measures
taken to control foreign exchanges and to differentiate between
the external and the internal value of the mark make it impossible
to apply the ordinary criteria. On the one hand, there is no
doubt that there has been a considerable reduction of unemploy-
ment. The number of registered unemployed declined from
3,772,000 (20.2 per cent.) in January 1934 to 2,974,000 in January
1935 (16.1 per cent.). This improvement is partly accounted for by
the increase of industrial production, which averaged 87.8 for the
first eleven months of 1934 as against 69.0 in 1933 (1928 = 100).
A further factor which certainly contributed to ameliorate the
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employment position was the extensive public works programme.
According to the information available, the total estimated expendi-
turein June 1934 was 5,448 million RM., of which nearly 3,000 million
RM. was furnished by the Government and the remainder by other
public authorities. Of this sum 2,400 million RM. had already

FIG. 8. — WHOLESALE PRICES AND COST OF LIVING IN COUNTRIES
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been spent. It must also be remembered that part of it was
devoted to works executed by labour service, for which the remu-
neration is very small, and that the number of persons employed
was therefore larger than would have been the case had they been
in receipt of wages or even the usual relief scales.

As against these favourable results must be set a scrious decline
of export trade as compared with 1933,the value of exports
(monthly average) having fallen to 347 million RM. in 1934 as
against 406 million RM. in 1933 and 1,055 million RM. in 1929.
In order to maintain an active trade balance severe restrictions
were applied to imports. These restrictions were imposed as an
alternative to adopting a policy of systematic deflation. The steady
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rise in prices and the great increase in the liquidity of the money
market alike indicate that in fact an expansionist monetary policy
has been pursued. Public works of various kinds have been financed
by loans advanced by institutions such as the Gesellschaft fiir
dffentliche Arbeiten, the Rentenbank- Kreditanstalt, the Verkehrskredit-
bank and the Bau- und Bodenbark. When a public works scheme has
been approved, the contractor draws a bill on the authority respon-
sible for the work. The bill is then presented for acceptance to
one of the financial institutions and can then be discounted at any
bank and rediscounted by the Reichsbank. The payment of these
bills, which are known as “employment development bills”
(Arbeitsbeschaffungswechsel) is guaranteed by the State. In fact,
a very large proportion of these bills have been discounted by the
Reichsbank, which in November 1934 held nearly 13/, milliard RM.
out of 23/, milliard RM. in circulation!. In addition, tax certificates
were issued to taxpayers in return for certain taxes paid before
30 September 1933. These certificates, representing as a rule
40 per cent. of the tax, might be deposited as security for credits
granted by the Reichsbank and other banks, and thus helped
indirectly to stimulate employment. The value of these certificates
still in circulation in September 1934 was about 1.2 milliard RM.
Altogether, the new credit issued in virtue of the employment
development bills, tax certificates and treasury bills amounted in
September 1934 to about 5 milliard RM.

The general result of the financial operations carried out in
connection with public works has been a considerable expansion
of credit, which is reflected in an increased velocity in the circu-
lation of money. The volume of postal cheque transactions, bank
clearings and the clearings of the Reichsbank rose by 414 milliard RM.
in 1934, but there was little increase in the amount of notes and
coin in circulation. It may also be noticed as further evidence of the
expansionist policy pursued that prices in Germany have tended
to rise instead of falling as in the gold-bloc countries. The immediate
effect on production and employment has certainly been favour-
able, but it has been achieved at the expense of restricting
imports, reducing exports, withholding the transfer of foreign
debts and mortgaging future revenue.

This rapid survey may be concluded with a brief glance at the
progress registered in the Union of Soviet Socialist Republics. Its
economic and social structure is so different from that of other

1 Der Deutsche Oekonomust, 30 Nov. 1934, p. 1573.
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countries as to render inapplicable most of the tests applied to the
rest of the world. The Soviet system is a whole and cannot be fairly
or adequately judged piecemeal. It must therefore suffice to note
one or two of its more salient features during the past year.

In the first place, the payment of relief to the unemployed has
been discontinued since the end of 1930. That a great volume of
employment has been created by the rapid industrialisation of the
country is shown by the growth of the number of wage earners
from 12,167,900 in 1929 to 23,225,000 in 1934. This is no doubt the
principal factor making for the absence of an unemployment problem
at the present time. Despite any qualifications that may be sug-
gested, the claim that there is little unemployment in the Soviet
Union is probably justified. Of this evidence may be found in the
table printed in Appendix I showing the increase of production
achieved in 1934. Considerable progress has been accomplished in
the case of coal, petroleum, electricity, iron and steel, machinery
and motor-vehicles, but there was some falling off in the output
of cotton fabrics and of boots and shoes.

A second feature worth remarking is the general introduction
of payment by results. Mr. Molotov impressed this point upon the
Central Committee of the Communist Party in the following
terms!:

““We must admit that the middle-class idea of wage standardisation
18 not easy to root out; but rooted out it must be, for if standard
wages are not abolished it will be impossible to operate a system of
payment for labour such as will favour the best workers, those who
honestly do their bit ; and such a system is in the interest not only of
the workers, but also of the whole proletarian State. ”

The condemnation of equality of remuneration implies the
condemnation of equality of incomes. In order to make the
inducement of higher pay effective, it follows that a wider range of
goods must be available to the better-paid workers. A striking
proof of this fact is to be seen in the abolition of bread cards,
which is to be followed by the suppression of all rationing. As a
consequence, “ the restriction which existed under the rationing
system and which in fact resulted in a certain levelling of the rewards
of labour will now disappear. The control of the amount which the
worker consumes by the amount of work he performs will now be
secured, as Lenin and Stalin always required, far more completely

1 JIzvestia, 29 and 30 Nov. 1934,
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and thoroughly than when the system of food cards obtained.” ! In
other words, two far-reaching changes have been introduced in the
Soviet social system, aiming at greater efficiency on the one hand,
and involving greater individuality of living on the other.

A similar tendency may be seen in the attention paid in the
Plan for the second five years to increasing the production of
consumers’ goods. For 1935 it is intended that the output of sugar
should be increased by 16.3 per cent. as compared with 1934,
butter by 5 per cent., bread by 35 per cent., tea by 32.1 per cent.,
linen and textiles by 103.7 per cent., hosiery by 37.6 per cent.,
china plates by 61 per cent., electric lamps by 27.3 per cent.,
gramophones by 117 per cent., bicycles by 25 per cent. and so on.
During the whole quinquennial period 1933-1937 it is intended to
increase production by 117.2 per cent. in the light industries and
161.6 per cent. in the foodstuffs industries as against 103.9 per cent.
in the heavy industries.

Whereas during the first five-year period the principal effort
was devoted to creating the means of production, during the second
period the emphasis has been rather on improving the general
standard of living. It is true that during the first two years expec-
tations were not fully realised in this respect, but a substantial
improvement is anticipated in 1935.

A compendious summary of the foregoing survey of the distri-
bution of unemployment in the world may be found in the annexed
table showing the national indices of the general level of unemploy-
ment. The interest of this table is that it reduces the indices of
whole-time unemployment to a uniform scale, 1929 being taken
as the base year. By this means it is possible to judge approximately
the increase of unemployment due to the depression and the
success with which it has been combated in the last five years.
From these figures it at once becomes evident that the part al
recovery which has so far taken place is far from having brought
the unemployment problem within reasonable bounds. No country
has succeeded in bringing its unemployment figure down to the
1929 level, while only seven, namely, Australia, Denmark Germany,
Great Britain, Japan, Norway and Sweden, have less than twice
as much unemployment as in 1929. Moreover in the case of
Germany and Great Britain it must be borne in mind that at
that date there were already nearly 2,000,000 and over 1,000,000

t Pracda, 10 Jan. 1935.
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INDEXES OF UNEMPLOYMENT AND EMPLOYMENT IN CERTAIN COUNTRIES

Base figures Indices (1929 = 100)
Country Kind of statistics (average
for 1929) | 1930 | 1931 | 1932 | 1933 | 1934
I. Unemployment
!
Australia Trade union returns. 1119 | 174 | 247 | 261 | 226 | 185
Austria Unemployment insurance | 12.5 9, | 127 | 162 | 209 | 232 | 210
statistics.
Belgium Do. 1.39% | 277 | 838 |1,462|1,304| 1,458
Canada Trade union returns. 5.79 1195 | 295 | 386 | 391 | 320
Czechoslovakia | Trade union fund returns. 229 1205 | 377 | 614 | 768 | 789
Denmark Do. 15.5 9, 88 | 115 | 205 | 186 | 143
France Employment exchange 10,052 | 138 | 748 |3,065]3,063] 3,745
statistics.
Germany Do. 9.9 9,1] 164 | 2392 304 | 260 | 146
Great Britain | Unemployment insurance | 10.4 9 | 155 | 205 | 213 | 191 | 162
statistics.
Italy Social insurance fund 300,787 | 141 | 244 | 335 | 3392) 320
statistics.
Japan Official estimates. 4.0 %1 135 | 153 | 170 | 140 | 1283
Netherlands Unemployment insurance 8.09 | 121 | 229 | 37% | 393 | 399
statistics.
Norway Trade union fund returns. | 15.4 9, | 108 | 145 | 200 | 217 | 199
Poland Employment exchange 499 | 180 | 257 | 241 | 243 | 333
statistics.
Sweden Trade union returns. 10.7 9% | 114 | 161 | 213 | 221 | 177
Switzerland Unemployment insurance 3.69 | 292 | 500 | 592 | 538 | 442
statistics.
United States | Trade union returns. 829 | 177 ‘ 233 ‘ 290 | 296 | 255
II.  Employment
4
Canada Employers’ returns. 119.2 9% 8| 73! 71 81
Czechoslovakia | Social insurance statistics. 100.7 98 | 92! 83! 95| 75
France Returns of labour inspec- 100.0 | 100 | 93 81| 79| 77
tors.
Germany Sickness insurance sta- {17,595,347] 93 81 71 74 85
tistics.
Great Britain Unemployment insurance {10,223,0001 96 | 92 i 92 | 95| 98
statistics.
ITungary Social insurance statistics. 101.7 9 | 89| 82| 81 | 87
Italy Xmployers’ returns. 95.4 93| 8| M| M| 72
Japan Do. 9141 90 | 82| 82| 90 | 100°
Poland Do. 100.3 87 | 7&| 63| 63| 68
Sweden Do. 1060 [100 | 91| 86| 85| 92
Switzerland Do. 113.0 97 89 76 73 73
United States | Do. 104.8 87| 74| 61| 66| 75
Yugoslavia Social insurance statistics. 1069 | 104 | 101 | 89 | 86 | 90

1 Figure calculated by the I.I..0. — 2 Modifled series. — 8 Eight months’ average (Jan.-Aug.). —
4 Figures in this column are on 1923-1925 base for the United States, 1925-1930 base for Sweden, 1925
base for Switzerland, 1926 base for Canada, Italy and Japan, 1927 base for ITungary, 1928 base for
Czechoslovakia, Poland and Yugoslavia, and 1930 base for France. — 6 Eleven months average (Jan.-Nov.)

R.D. 3
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respectively out of work. Five countries, Belgium, Czechoslovakia,
France, the Netherlands and Poland, had on the whole a rather
less favourable experience in 1934 than in the two previous years.

In the light of these figures it is evident enough that the crisis
is not showing signs of passing away by the application of the
ordinary methods used to meet previous depressions. On the
contrary, there seems to be good ground for thinking that those
Governments which have adopted “ unorthodox ” measures have
on the whole succeeded better than those which have relied on
the traditional processes of deflation. The impression gained in
the last two years that the reduction of costs mainly at the expense
of wages has not yielded the expected results is further confirmed
by the experience of the last twelve months. A comparison made
in the Report for 1934 between the records of Germany, Great
Britain and the United States showed that so far from the fall in
wage rates checking unemployment, the actual facts seemed to
point in the opposite direction. 1t was claimed that the experience
of these three countries lent “ no support to the contention that
wage reductions necessarily result in increased employment ”, and
the further deduction was drawn that “ in countries where wages
and salaries represent a very large proportion of the aggregate
purchasing power of a nation, the prosperity of industry is intim-
ately bound up with the rise and fall of the incomes of wage and
salary earners ”. Nothing in the experience of 1934 appears to
invalidate these conclusions . In Great Britain weekly rates rose
slightly to 96 per cent. of the 1929 level. Cuts were wholly or
partly restored in the public services, on the railways and in some
other industries. TIn the United States hourly earnings averaged
98 per cent. of the 1929 figure and weekly earnings 75.6 during
the first nine months as against 83 and 68 in 1933. For Germany
no wage figures are now available, so that uo correlation betwecen
wages and employment can be made. It is noticeable, however,
and probably not without significance, that in Belgium, Czecho-
slovakia, Italy and Poland, where wages continued to decline,
little or no reduction of unemployment took place.

It may be argued with some show of reason that the reduction
of costs through the reduction of wages would have been more
effective in the countries that resorted to this method had they
been able to export their products abroad under freer and fairer
conditions. This argument may well be valid, but it misses the

1 See Appendix II for data as to wage movements.



essential point. No one with even a superficial knowledge of
economic history would assert that the deflationary theory of
business recovery is groundless. But circumstances have changed
and, under modern conditions, what may have been true in the past
now no longer holds. In particular, it is possible to attach too much
significance to the promotion of exports. A single-minded determin-
ation to force down wages in order to increase the volume of sales
abroad may well prove detrimental to wider economic issues. After
all, the great bulk of national production must find its nutlet in the
home market —in other words must be bought by the people of the
country, the great majority of whom are wage and salary earners.
That is to say, the amount of money in internal circulation, the
velocity of its circulation and its distribution among the various
sections of the community remain the decisive factors in determining
the volume of purchasing power available to absorb the product of
industry. Furthermore, even in respect of international trade, to
concentrate solely upon measures for promoting exports is a
short-sighted policy. It is of little avail to be in a position to
compete successfully upon the world market if the purchasing
power of the various countries remains low and if these countries
are surrounding themselves with impassable trade barriers. Looking
at the world as a whole, what is f[undamentally necessary is not merely
to encourage exports but to promote the ability and willingness
to accept imports. This again is largely a question of adequate
purchasing power. Only if the abilily to consume is keeping pace
with the ability to produce in cach of the several countries will
there be a readiness to accept importls and to work towards the
progressive removal of the barriers to trade.

These considerations and others which cannot be developed here
have concentrated increasing attention on the problem of the
volume and distribution of purchasing power, to which further
reference will be made in the next chapter. The object of this
digression on wages was to reinforce the demonstration that the
traditional methods of meeting a depression do not appear to have
been the most successful. The nations that have taken expansionist
measures have managed to revive production and to reduce unem-
ployment better than those which have put their faith in the automatic
operation of economic forces. Deliberate interference by the State
in economic aflairs has continued to increase rather than to diminish,
and there seems to be some ground for thinking that its success
is justifying and strengthening the popular belief that, by bold
well-conceived steps planned on a sufficiently comprehensive scale,
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it is within the power of Governments to influence the course of
recovery to a very considerable extent. There is less and less
willingness to accept the thesis that all human agencies are impotent
to control the fluctuations of economic fortune, and the fact that
this sentiment is becoming widespread is in itself a psychological
element in the general situation which cannot be ignored. Even
statesmen who are by nature and training wedded to the principles
of laissez-faire have been constrained to make serious departures
from them under the pressure of public opinion. Some of them
have interfered without a plan. Others have “ planned ”, while
proclaiming “ planning ” both futile and unnecessary. Others again
have perhaps “ planned ” better than they knew. In any case,
whatever the degree of conscious admission, the obligation on the
State to take energetic measures to control and direct the economic
forces upon which national welfare depends has now been in fact
accepted. This obligation has been very variously interpreted, but
it is now almost universally recognised that its sanction is
primarily social rather than purely economic.



CHAPTER 111

THE REMEDIES FOR UNEMPLOYMENT

From the two foregoing chapters it may be seen that the depres-
sion is only lifting partially here and there through the world.
There is no sign of a general swing-back of the pendulum to prosperity
such as occurred in 1921-1922 without any basic disturbance of
the economic system having taken place and without any serious
political consequences having ensued. The present depression is
of a much graver character. At the end of five years it has only
been spasmodically relieved, not through the re-establishment of
the old international machinery of credit and commerce, but
rather through a series of more or less successful exertions of a
national character, many of which by their very nature cannot
continue indefinitely. We are even told by some economic and
business observers that the minor “boom ” which in some countries
has taken place during the last two years is reaching its zenith
and will shortly be followed by a further relapse.

Whether this dark forecast is well founded or not, it is certain
that the persistence of the depression, with the chronic unemploy-
ment and the lowered standards of life which it involves, is driving
Governments more and more to seek fresh and often untried
remedies. It is also certain that the wider the departures from the
old economic creed, the more unavoidable become deliberate
attempts to modify and adapt the old economic structure to meet
the new conditions. It has already been pointed out that most of
these attempts have been inspired in the main by social considera-
tions and in response to a growing demand for energetic and coherent
action to put an end to the prevailing distresses. The object of
the present chapter is to examine some of these attempted remedies
a little more closely and to form some general idea of their nature
and efficacy.
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INSURANCE AND RELIEF

In the first place, there is the organisation of unemployment
insurance and relief. In the two previous Reports details were given
of the enormous sums disbursed by Governments for this purpose.
It is not proposed to repeat this demonstration for 1934. It will
suffice to state what is now common knowledge, that expenditure
on this head has been maintained practically everywhere, and has
even increased where the growth of unemployment has required it.
It may be added that the economic value of such expenditure is
being more widely recognised. At times when the flow of purchasing
power is reduced through the absence of demand for credit and
the decline of fresh investment, the sums made available by
the public purse to afford a minimum of subsistence to the unem-
ployed have the effect of maintaining their consuming capacity in a
limited degree and thus of ensuring a larger and faster circulation
of money than would otherwise be the case. No doubt the organi-
sation of systems of State assistance involves some degree of
interference in the play of economic forces, but experience is
proving that it not only constitutes a social necessity but also
provides some economic benefit.

The best evidence of the acceptance of this view is to be found
in the steady expansion of the principle of unemployment insurance
and relief. It is, forinstance, worthy of note that Great Britain, which
has the longest experience in this field, so far from restricting or
abandoning its system, has taken steps to reorganise and extend it.
On the one hand, a clear distinction has been made between insur-
ance on a contributive basis and assistance provided wholly by the
State for those who have exhausted their insurance benefits.
Moreover, the scope of insurance has been enlarged by lowering
the age of admission to correspond with the school-leaving age,
and it is now proposed to enlarge it still further by including
agricultural labour. On the other hand, the whole burden of
assistance has been taken off the shoulders of the local authorities
and has been entrusted to a national service financed by taxation.
Even more remarkable perhaps is the proposal of a nation-wide
scheme in the United States, where until three years ago no public
organisation for providing for the unemployed had existed at all.
The report of the President’s Committee on Economic Security,
which is now before Congress, recommends-the establishment of
an unemployment compensation fund fed by a percentage tax on
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pay-rolls and placed under the control of the Federal Government.
though its administration will be vested in the State authorities under
laws passed by the State legislatures, while remaining subject to
Federal supervision. From this source the unemployed worker will be
entitled to draw benefit for a specified number of weeks; but if
at the end of that period he is still without a job, he will be provided
with work-benefit. This is the most interesting and original feature
of the American plan, as it involves the planning and execution of
public works by a national authority created for the purpose as
part of the permanent machinery for dealing with unemployment.
In Canada also the Dominion Government has introduced a Bill
on the subject, while in South Africa an amended Bill has been
laid before Parliament in substitution for the Bill which failed
to pass last year. In Sweden a scheme of voluntary insurance
has been introduced and the Finnish scheme has been entirely
recast.

Closely connected with unemployment insurance and unemploy-
ment relief are the various other forms of social insurance, in
particular those providing against sickness and old age. For two
years past the Report has painted a somewhat gloomy picture of
the regression which was almost everywhere discernible. The
difficulties in which social insurance systems found themselves
were occasioned by the shrinkage of their income, attributable to
the reduction of the number and the wages of employed contri-
butors, of public subsidies, and of the yield of invested funds,
while on the other hand expenditure tended to increase, especially
for invalidity pensions.

Fortunately a considerable turn for the better has occurred in
1934. Thus, measures have been taken to secure the financial
stability of sickness insurance in Poland and Czechoslovakia, of
general pension insurance in Germany and of occupational pension
insurance in Uruguay, and thereby to guarantee the most essential
benefits. In addition, in countries where the economic situation
has improved, the insurance funds have automatically experienced
a corresponding improvement in their position. In Chile, for
instance, there was an increase in contribution income of 25 per
cent. as compared with 1933; in Great DBritain, of £1,600,000
in health and pension insurance contributions during the first ten
months of the year, which represents about 20,000,000 work weeks;
in Germany, of 10 per cent. in the number of persons insured
against sickness, and of 23 per cent. in the contribution income
of general pension insurance. Generally speaking, it may be said
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that insurance funds are in a much stronger and healthier state
than they were a year ago.

The structural changes which are taking place in industry, the
growth of mass production and rationalisation on the one side, and
the prevailing unemployment on the other, would have rendered it
desirable substantially to reduce the pensionable age, which
remains fixed at sixty-five under most of the general schemes of
pension insurance. But if the desirability of this reduction is
generally admitted, objection is always raised on the ground of
increasing longevity and the charges it entails. Even so, it is
possible to discern a movement in the direction of lowering the
pensionable age. One of the most interesting efforts of this kind
is to be found in Czechoslovakia, where, under the salaried em-
ployees’ scheme, a retirement pension is granted to men of fifty-six
and to women of fifty-four after one year of continuous unemploy-
ment, provided that they abstain from any lucrative occupation.
As a corollary the pensions which were previously granted uncon-
ditionally to men of sixty-five and to women of sixty are now subject
to the condition that they do not undertake any remunerative
employment. The same tendency may be seen in Luxemburg,
where persons in receipt of a sufficient old-age pension are not
allowed to work without a special permit, and in Uruguay, where
the pension is suspended during the period of employment.

Other measures cffected in 1934 are concerned with the main-
tenance of the validity of the insurance contributions already paid
by persons who have long been unemployed, notably in Czecho-
slovakia, Germany and Great Britain.

The progress of unemployment and social insurance and the general
adoption of unemployment relief as a national duty are indications
of the growing sentiment in favour of social security. The search
for the means of guarantecing this to every willing and competent
workman or workwoman is more imperative at the present time than
at any previous period. The higher the standard of life achieved,
the swifter and bitterer is the fall which unemployment entails.
The skilled craftsman accustomed to good and regular wages
suffers keenly in his self-esteem and in the esteem of his family when
his income suddenly ceases. From reasonable comfort he is quickly
brought within sight of beggary. His decline is far more painful
and demoralising than in the old days when the normal margin
between him and destitution was narrower, and that at a time when
the unremitting substitution of machinery for manual skill has
already made his prospects in life less secure than they were even
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a generation ago. To this source of insecurity must be added
another—the rapid changes of taste and fashion, which affect large
sections of industrial production, as the consumer’s range of choice
is broadened by the constant application of science and inventive-
ness to the provision of new or different articles.

All these things make the need of effective protection against the
tragic consequences of unemployment more indispensable than in
bygone days, but, as has been said above, insurance benefits and
cash relief are not in themselves a complete or sufficient solution
of the problem. Of the various efforts to provide work, some
account will be given below; but a word must be added here on
the most poignant and disturbing aspect of unemployment, namely,
its effect on the young. Important though it is to help the adult
to keep his home together and to maintain his place in society during
periods of enforced idleness, it is even more important both for the
individual and the nation to enable the young man to lay the
foundations of his career. However hard he may be hit, the former
can always hope to recover his position by hard work and good
fortune, but the latter, if the springs of his ambition are dried up
and if the chances of learning his profession are denied him in
youth, may be completely incapacitated from ever making a decent
living or becoming a useful citizen. The urgency and gravity of
this question is now being realised in many countries, and it 18
very timely that it should figure on the agenda of this year’s
Conference. As full information is given in the Grey-Blue Report
upon the various measures and expedients that have been adopted
to cope with the problem, it is unnecessary to dilate upon them
here. The principal remedy is to be found in prolonging education.
The postponement of the normal age of industrial employment
till fifteen or even sixteen has already been adopted in Norway,
Uruguay and the Union of Soviet Socialist Republics, in most
States of the United States, in some of the Canadian provinces,
in some cantons of Switzerland and in a few districts in Great
Britain. The justification of this measure lies not only in the relief
which it affords to a congested labour market, but much more
in the need to ensure greater intellectual and bodily development
under the prevailing conditions of urban civilisation. Much has
been done in this direction by residential training centres and by
courses of instruction and physical training organised for the young
unemployed in a number of countries. But it cannot be claimed
that the problem has anywhere been solved. No social problem
18 of more vital importance, and it may safely be said that money
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saved by ignoring the dangers of intellectual, physical and moral
deterioration to which the youthful unemployed are exposed
represents the worst and most short-sighted form of national
economy.

PuBrLic WoRKs

In logical sequence the next remedy for unemployment consists
in the provision of public work. When adopted on a large scale
as a deliberate policy to combat the effects of depression, this type
of action may constitute an attempt on the part of the State to
influence the course of economic events. Itisa form of “ planning ”
which has only been applied in any considerable dimensions during
the present depression. The experience so far gained is insufficient
to enable any final conclusions to be drawn. It certainly does
not justify the claim that public works offer the sovereign and
complete cure for unemployment; still less, however, does it warrant
the assertion that public works have failed to furnish any aid to
the solution of the problem. It is unfortunate that a sterile
controversy still rages round the question, usually nurtured by the
desire to prove or disprove the value of some economic doctrine
or political attitude rather than by any judgment of the real facts.

The knowledge already derived from the experiments of the last
few years makes it possible to draw a few elementary distinctions
and to outline a few tentative principles. First of all, it is clear
that public works cannot produce any substantial effect either
in stimulating general economic activity or in reducing the volume
of unemployment unless undertaken on a large scale. There can
be little doubt, for instance, that the experiment made in the
United States, where $1,500 million were spent in fifteen months,
a sum equal to nearly half the normal national budget, is different
not only in size but in kind from the expenditure over fifteen
years of £320,000,000, about the same proportion of the annual
budget, in Great Britain on roads and other schemes of public
development. In countries such as Italy, Germany, Sweden and
the United States, where the experiment has been carried out on
a large scale, it can hardly be disputed that appreciable results
have been attained both in the stimulation of economic activity
and in the provision of employment.

In this connection a second point seems to be emerging. Bene-
ficial results only seem to accrue where public works are financed
by loan rather than by taxation. To increase taxation in times of
depression is liable to hinder fresh enterprise and thus in the last



resort tends only to displace men from private industry to employ
them on public works. Where, however, money, for which there
is no outlet in private investment, can be borrowed at cheap rates
for schemes of national development, the volume and the velocity
of monetary circulation is increased, and as a consequence the
aggregate amount of employment tends to expand. It is on this
principle that the large national loans raised in Japan, Sweden
and the United States have been justified and appear to have
had salutary effects on the economic position, although they
involved an unbalanced budget, or more accurately perhaps, at
least in the case of Sweden, a budget balanced over a period of
years instead of annually. It is of course obvious that such a
bold departure from the canons of orthodox finance is not feasible
in all cases. It can only be done where the financial situation
of a country is strong enough to allow it—that is to say, where
it can be done without risk of inflation or without weakening
national credit. 1t is equally obvious that measures of this kind
can only be of a temporary character. These principles have been
recognised in all of the three countries mentioned. In Sweden the
budget for 1935-1936 is to be brought back to balance, the operation
of borrowing for public works unproductive of revenue having
already produced the desired results. Japan and the United States
have not yet felt themselves to be in a position to take this step.
The resulting increase in the national debt will involve some further
taxation in the future, but as yet in neither case is the burden
disproportionately heavy in relation to the national resources!. As
Mr. Takahashi has said, “ sooner or later we shall be obliged to
abandon the method of financing the budget by the issue of bonds.
The question will then arise by what means we can replace it.
There can be only one answer—to impose taxes where there are
new sources of revenue.” 2 The real issue is whether through large-
scale public expenditure financed by borrowing it is possible to
get additional purchasing power into circulation and so help to
sustain the volume of demand, provided that the public finances
are sufficiently sound to admit of such an operation without
endangering the stability of the currency or of national credit.
A third conclusion which would appear justified is that public
works are economically effective in combating depression only
when accompanied by an expansionist monetary policy. To

t See footnote 3, p. 18.
? “ Means of Meeting the Financial and Economic Crisis ”, in Osaka Asahi,
14 Jan. 1935.
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attempt, on the one hand, to increase the total volume of buying
by promoting public works while, on the other, the means of
payment are being restricted rather than increased is a policy of
self-contradiction. [t would seem probable that much of the
misunderstanding of the value of public works as a means of
organising recovery is based upon a failure to recognise this vital
condition.

At the same time, expenditure on public works is only one form
of public expenditure. It cannot by itself be expected to provide
a complete remedy for unemployment, nor is it an expedient which
can be readily and easily applied. It is generally agreed that work
should not be undertaken unless it is of real economic value, and
a distinction is often rightly drawn between work of this kind and
mere relief work initiated simply to create employment, though
the repudiation of relief work is sometimes couched in terms which
almost suggest that genuine schemes of public development have
little or no employment value. The amount of useful development
work available naturally varies with the extent to which a country
is already equipped and developed, but, as the example of Germany
suggests, even a highly industrialised country is still capable of
considerable improvement. It is also true that there are great
technical difficujties to be overcome in planning the programme
and keeping it/ up to date, in having the details of execution
constantly regdy when required and in securing co-ordination
between national and local authorities. The conclusion of the
United States National Resources Board !, which has made a
careful study of the whole problem, is that these difficulties can
only be overcome by comprehensive planning in advance by a
permanent authority set up for the purpose. If this is done, they
hold that the success of public works depends on the observance
of three conditions: (i) that projects on a suflicient scale are pre-
pared long enough in advance to enable contracts to be let prompt-
ly; (ii) that the operations are not begun until the liquidation of
financial excesses has already made considerable headway, and
(i11) that funds can be procured without checking private enterprise
or overtaxing public credit. Subject to these stipulations and to
the necessary systematic preparation, they hold that “ public
works can be made a stabilising device of value ”, but that “ with-
out advance planning of this resolute sort past experience indicates

1 Report on Planning and Public Works, by the U.S. National Resources
Board, pp. 49-53. Washington, 1934.
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that public works can at best mitigate in some measure the suffer-
ings and losses of depression ”.

It is still too early to pass any final judgment, but evidence
seems to be accumulating to show that a new technique on these
lines can be used effectively to combat depression. In the light
of recent events it can no longer be dismissed as fantastic or
chimerical. There is already a prima facie case in favour of the
utilisation of public works amply justifying the attention per-
sistently devoted to it by the International Labour Organisation.
A Recommendation on the advance planning of public works was
first adopted at the First Conference in 1919. Albert Thomas
advocated this policy in 1931. In 1933 the Conference endorsed
it and urged it upon the Economic Conference. Its importance and
potential value were again emphasised in last year’s Report and
are now becoming generally recognised. The economic implications
are not yet adequately understood, but the degree of success already
achieved in some countries makes it more than ever necessary
to pursue the investigation thoroughly and unremittingly.

Hours or WoRrk

Another remedy for unemployment, which was greeted with
fairly general scepticism when it was first considered by the Inter-
national Labour Organisation in 1932, is the reduction of hours
of work. Under the continued pressure of the depression it has
made considerable headway in many industrial countries during
the past year. The conviction is gaining ground that shorter hours
may not only offer a means of spreading work in times of depression,
but may also be the logical and necessary consequence of the
enhanced productive power now at the service of industry. This
latter view has been adumbrated by Mr. Ramsay MacDonald 2,
Mr. Bennett and many other statesmen and economists. Public
opinion is beginning to realise that the time may have come for
a further move towards increased leisure, the greatest boon which
the machine has conferred on mankind, and a series of practical
steps have already been taken in that direction.

In the first place, the forty-eight-hour week has been considerably
tightened and consolidated. In France it has been extended to
some branches of the transport industry and to ancillary branches
of the building industry. In Brazil, Great Britain and Poland it has

1 Broadcast, 5 Jan. 1935.
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been applied to road transport by law or collective agreement.
India has reduced the statutory limit of sixty hours fixed by the
Washington Convention to fifty-four hours in all non-seasonal
factories. Cuba and Nicaragua have ratified the Hours of Work
(Industry) Convention, and Mexico and Nicaragua the Commerce
Convention. Most striking of all perhaps is the action of the
Canadian Government in seeking Federal legislation to apply the
Washington Convention on hours to the whole Dominion in execu-
tion of its treaty-making powers. To appreciate the significance
of this step it must be remembered that hitherto the regulation
of hours and other conditions has been treated as lying exclusively
in the provincial jurisdiction, and that in most of the provinces
there was no general regulation of hours of work of men by law.
A further move of considerable significance was taken in France,
where the permission to work overtime was suspended in a number
of big industries, including textiles, iron and steel, engineering,
tanning, skin dressing and building. Exceptions were only allowed
in cases where the inspector was satisfied that emergency pressure
of work could not be met in any other way, and the Government
has now submitted a Bill abolishing all overtime in industrial and
commercial undertakings, subject to certain limited exceptions.
Meanwhile, the spread of the forty-hour week has continued.
In the United States 541 codes of fair competition were in operation
by 5 January 1935, covering over 95 per cent. of all industrial
employees. Some 85 per cent. of the codes provide for the main
body of industrial workers a working week of forty hours or less.
Mr. Richberg, in his report to President Roosevelt on the progress
of recovery, estimated that the decrease in unemployment of
2,320,000 persons between June 1933 and June 1934 was mainly
due to the shortening of hours under the codes. The movement
in favour of the shorter working week has also developed in other
ways. The Conference on Labour Legislation held in February
1934 at Washington, at which delegates appointed by the Governors
of thirty-nine States were preseni, recommended the introduction
in each State of legislation limiting hours of work to forty a week
and eight a day. A first application of this principle is to be found
in a compact signed by representatives of the States of Massa-
chusetts, New Hampshire, Rhode Island, Connecticut, New York
and New Jersey in December 1934 for the statutory enactment
of a five-day forty-hour week for industrial workers. This
compact is subject to ratification by the States concerned. In the
meantime, certain sections of public opinion are moving even
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further. The American Federation of Labor has declared itself in
favour of a thirty-hour week, and Bills to this effect have been
submitted to Congress. On its behalf it is claimed that any
increased cost which might result from a reduction of hours would
be offset by the increased purchasing power of the 10 million
unemployed, who, it is estimated, would be absorbed into industry
as the result of the reduction. Opponents of the Bills have argued
that such a shortening of hours would inevitably mean reducing
the production of wealth substantially below the levels obtaining
in 1929, and that increase in productive efficiency does not warrant
a reduction of hours to thirty per week.

In Italy a very important step was taken by an agreement
signed on 11 October 1934, to be valid until 16 April 1935, between
the National Fascist Confederations of Manufacturers and of
Industrial Workers with a view to distributing the available
opportunities for employment among a larger number of workers.
This agreement was brought into operation within a few weeks by
means of over fifty separate collective agreements in as many
branches of industry. It established the principle of the forty-
hour week. Wages were reduced proportionately to the reduction
of hours, but were supplemented by allowances for workers on the
shorter working week who are fathers of large families. Qvertime
is regarded as in principle abolished, but may be authorised in
exceptional circumstances. Other general agreements were concluded
for commercial establishments, banking and insurance institutions
and agriculture. It is officially stated that within three months
of their coming into force, the agreements led to the re-employment
of some 200,000 unemployed persons. The results obtained have
been considered so satisfactory that on 16 February the Fascist
General Council decided that the forty-hour week should be,
permanent.

In other countries also steps to reduce hours by legislative or
administrative action have been taken or proposed.

In Czechoslovakia in September-October 1934 over 750 factories,
employing close on 70,000 workers, were working a forty-hour
week, and over 1,500 factories, employing about 125,000 workers,
were working less than forty hours a week. Moreover, the Minister
of Social Welfare has prepared a Bill for the introduction of the
forty-hour week in all industrial establishments except mines,
which would be dealt with separately. According to the Minister’s
estimate, this would lead to the re-employment of 60,000 workers,
or about 10 per cent. of the industrial workers it is proposed to
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cover. The Minister stated that both employers’ and workers’
organisations had recognised the necessity of reducing hours of
work, though there were differences of opinion regarding wages.

In Denmark the Unemployment Council reported favourably as
to the effectiveness of reduction of hours as a means of combating
unemployment, though no agreement was reached as to the
method of putting it into operation or on the question of com-
pensation.

In France also the movement in favour of reducing hours of
work has found expression. Mr. Jacquier, Minister of Labour,
speaking in the Senate in December 1934, said that since the
quantity of available employment was 8o small, it must be divided
amongst the workers in a fairer way. There was reason to ask
whether the hours of work done by each should not be reduced
8o that there might be work for all. It had been calculated—though
the value of this calculation was clearly theoretical rather than
practical—that by reducing hours by only four a week, employment
could be found for 500,000 more men. It was impossible, however,
at the moment to reduce the legal maximum below eight hours
a day and forty-eight hours a week; such a reform was not
practicable nationally, but could only be carried through on an
international scale. He suggested that something might be done
in the meantime to limit hours to a figure well below the present
maximum in the areas and in the undertakings which were already
on short time, and to limit overtime as far as possible. A Bill
has since been introduced by the Government on these lines
providing for the possibility of limiting hours in certain circum-
stances in given industries and districts.

In Germany work has been spread out in some industries, and
in certain branches of the textile industry it was limited to thirty-six
hours a week by an Order of 19 July 1934. In Luxemburg a
limit of forty hours has been set on relief works for the unemployed.
In Great Britain discussions have been initiated by Mr. Oliver
Stanley, the Minister of Labour, with the representative organi-
sations of employers and workers with a view to examining the
possibility of reducing hours industry by industry. A notable
experiment in shorter hours was carried out in the Nottingham and
Beeston Works of the Boots Pure Drug Company. By the intro-
duction of a five-day week the hours of factory workers were
reduced from forty-seven and a half to forty-two and a half per
week, which after a trial period was pronounced an unqualified
success. An independent expert reported that in general costs
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in the aggregate were not enhanced, and that weekly wages were
fully maintained. Had no reduction of hours taken place, workers
would have had to be dismissed owing to reorganisation and the
introduction of labour-saving devices.

This brief summary of the development of the movement for
reducing hours of work in 1934 suggests two